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Newham University Hospital NHS Trust: Joint Emergency Department and Urgent Care Centre Development: Full Business Case
1. Summary
The OBC was approved by CMG on 19 July 2011 subject to the Trust Board confirming that it will proceed with the investment financed by a Capital Investment Loan (CIL) if the Department of Health will not provide Public Dividend Capital (PDC). The Trust Chair, although expressing a preference for PDC to be provided, has confirmed that the Trust will proceed on the basis of a CIL if necessary.
The FBC seeks approval to invest £7.134m (including VAT at 20%, optimism bias and forecast inflation) in the development of the Emergency Department (ED) and Urgent Care Centre (UCC) on the Newham University Hospital (NUH) site. This includes alterations to the ED necessitated by the creation of the new UCC in order to deliver a fully integrated UCC and ED service including a Paediatric Assessment service that offers cost savings and efficiencies. 
2. Strategic Case
The Strategic Case remains as outlined in the OBC.

The Emergency Department at Newham General Hospital was constructed in 1983 and was designed for 40,000 annual attendances but managed 112,785 attendances in 2010/11. Of these 67,365 were managed by the Emergency Department and 45,420 by an Interim Urgent Care Centre. In line with local Health4NEL planning assumptions and commissioners’ aspirations it’s anticipated that by 2016/17 demand will have grown significantly with total attendances 130,270, with 75,178 (60%) of the attendances at the Newham site being seen by the UCC and 55,092 (40%) by the Emergency Department. This level of activity is considered the most likely scenario; however in the best case scenario total activity could reach 135,247 attendances.

The objectives of the planned investment are essentially to provide timely access to unscheduled services delivered in an appropriate environment that can flex to meet changes in capacity.
The proposed development will:
· Create a defined entry point for ambulant attendees to the UCC and ED supporting the model of care by enabling the initial assessment of patients to take place in one location before patients are advised where to seek further treatment;
· Improve and integrate the flows between the key components of the service: the Entrance, UCC, ED and Paediatric ED;
· Replace the Interim UCC established in April 2009 with a permanent replacement that allows greater space to facilitate meeting the greater activity demands that have been modelled for the next five years;
· Improve the infrastructure of the ED, address issues raised by the Care Quality Commission in addressing problems with resuscitation capacity, privacy and dignity, isolation and mental health facilities, provision for hygiene and infection control; and

· Provide a safe, future-proof ED in an appropriate physical setting. 

Stakeholder Support

The FBC was approved by the Trust’s Finance Committee, acting under delegated authority, on 11 August 2011.

The proposed development is supported by NHS East London and the City Cluster, nascent GP Commissioning Consortia and by the NHSL Strategy and Commissioning Development and Performance Directorates.

3. Economic Case
The Economic Case remains as outlined in the OBC, which clearly established Option 2 as the preferred option being:
Option 2 – Minimal Adaptations to Increase Capacity and Address CQC Concerns
This option involves making the necessary adjustments to the facilities to meet the predicted activity levels, which are unsustainable in the current facilities. The UCC will be created where Maternity Bookings currently take place. The Interim UCC will change use and become the Paediatric Assessment Unit. The ED will expand, using space currently used by the Medical Admissions Unit (MAU), and be reconfigured to address the issues raised on the CQC inspection: specifically increasing the space and number of resuscitation bays and incorporating more wash hand basins. As far as possible, in order to minimise capital expenditure and disruptive and time consuming construction works, existing rooms and layouts within the existing floor plates will be left untouched.  In some cases this means that room sizes do not meet modern health building note (HBN) space standards and this may restrict certain activities. Approximately 40% of rooms meet HBN standards. This option excludes any external works to improve ambulance access. This option is not dependent on decant space that is not already available and being readied for use for facilities displaced by the project. 

4. Financial Case
Capital

The OBC capital requirement was for £7.128m The FBC capital requirement is for £7.134m (including VAT at 20%, optimism bias and forecast inflation) for the works to reconfigure and refurbish the UCC and ED, a small increase of 0.08%. A comparison of and explanations for movements between the capital cost headings from OBC to FBC is at Appendix 1, but essentially any movements reflect firming up of the design. The Trust has received a guaranteed maximum price of £6.526m from Medicinq-Osborne as its Principal Supply Chain Partner (PSCP) which leaves sufficient headroom for the Trust’s equipment requirement and a contingency of £248k.
The Trust is unable to provide the capital funding to support the delivery of this development. The capital funding therefore needs to be obtained from the Department of Health (DH), either as exceptional Public Dividend Capital (PDC), or as a Capital Investment Loan (CIL). The Trust has expressed a strong preference for PDC to be provided and a request for PDC has been submitted to DH. DH has confirmed that funding will be available but whether it will be provided as PDC or CIL is still under consideration. The Trust Chair has confirmed that the Trust will proceed on the basis of a CIL if necessary. 
The differential impact of CIL vs. PDC financing has been considered – see Income & Expenditure below.
Income & Expenditure (I&E)
The I&E and underlying activity modelling has been updated in the FBC.  As in the OBC, I&E modelling has been carried out showing the impact of a number of different activity scenarios and capital financing solutions on the financial position of the Trust’s ED service line.  The activity scenarios were developed in partnership with NHS Newham’s finance team and take into account different activity projections based on population growth, commissioner demand management schemes, H4NEL planning assumptions and the impact of the 2012 Olympic Games.  The three activity scenarios applied are summarised below. The underlying activity growth assumptions are unchanged from the OBC but due to a higher level of actual activity in 2010/11 the starting point for the modelling is higher in the FBC. The activity forecasts are therefore slightly higher in the FBC. For example, in the OBC under the middle (most likely) forecast total attendances were forecast to be 128,445 in 2015/16 compared to 129,012 in the FBC.
Figure 1: Best, middle (most likely) and worst case activity scenarios 
	Attendances
	11/12
	12/13
	13/14
	14/15
	15/16
	16/17

	WORST CASE
	 
	 
	 
	 
	 
	 

	Total ED
	     68,259 
	     62,755 
	     46,923 
	     46,923 
	     46,923 
	     46,923 

	UCC Activity
	     49,048 
	     54,552 
	     70,384 
	     70,384 
	     70,384 
	     70,384 

	Total Activity
	   117,307 
	   117,307 
	   117,307 
	   117,307 
	   117,307 
	   117,307 

	MIDDLE CASE
	 
	 
	 
	 
	 
	 

	Total ED
	     68,259 
	     65,822 
	     53,076 
	     54,072 
	     54,578 
	     55,092 

	UCC Activity
	     49,048 
	     55,471 
	     72,250 
	     73,696 
	     74,434 
	     75,178 

	Total activity
	   117,307 
	  121,293 
	   125,326 
	  127,768 
	  129,012 
	  130,270 

	BEST CASE
	 
	 
	 
	 
	 
	 

	Total ED
	     68,259 
	     72,182 
	     56,796 
	     57,791 
	     58,807 
	     59,324 

	UCC Activity
	     49,048 
	     55,471 
	     72,250 
	     73,696 
	     75,170 
	     75,922 

	Total Activity
	  117,307 
	  127,653 
	  129,046 
	  131,487 
	  133,977 
	  135,247 


In the I&E model income is now based on the 2011/12 tariff rate for ED attendances. 
In addition to activity-derived income, the I&E model includes projections for income from a lease and SLA with the UCC service provider, currently East London Foundation Trust (ELFT). The Trust will gain a rental income for the space assigned to the UCC and GP out of hour’s service defined within the schedule of accommodation.  The rental will vary depending on whether the capital investment is financed by PDC or a capital investment loan associated with upgrading that space. In addition the Trust will supply clinical support services to the UCC. The lease/SLA income in the FBC compared to the OBC is summarised below. Further detail along with explanations for the increase at FBC is at Appendix 2. 
Figure 2: Comparison of lease\SLA income: OBC vs. FBC 
	£k
	PDC Financed
	Capital Loan Financed

	OBC
	1,142
	1,188

	FBC
	1,201
	1,293

	Increase
	59
	105


The NHS East London and the City Cluster has committed to underwriting the additional capital charges related to the capital investment associated with the UCC space for 25 years. The Cluster has also confirmed that estates, facilities and other overhead costs associated with the UCC redevelopment (that will be charged on a pass through basis to the provider of the UCC service, currently ELFT) will be funded via its contract with the UCC provider, while the space continues to be used for the UCC. 
Cost modelling has been carried out using the 2011/12 ED budget as the baseline cost position.  The clinical and management team have carried out efficiency analysis to identify potential improvements in service delivery that would result in cost efficiencies being realised.  To reflect this, cost analysis has been carried out for each of the activity scenarios and cost efficiencies were identified in the following areas:
· Reducing reception staff from 20 to 15 as a result of using a single reception area as opposed to two, saving £139k pa;

· Reducing spending on stores issues due to centralised storing resulting in lower levels of waste and better stock control. Option 2 assumes a 10% saving on current stores issues spend from immediately after build completion, saving £115k pa;
· Reducing spend on stationery as a result of better IT systems and improved access to IT terminals. A 10% saving each year from build completion until 2015/16 is assumed (resulting in a 40% overall improvement), saving £11k pa;
· Reduction in spend on medical staffing at the point activity shifts to UCC, saving £290k pa;

· Reduction in spend on nursing staffing as a result of improved lines of sight, better access to equipment and IT allowing a lower nurse staffing ratio on less busy shifts, saving £472k pa.  

Figure3: I&E Contribution to Overheads (Most Likely Activity Scenario)
	Contribution £m
	11/12
	12/13
	13\14
	14/15
	15/16
	16/17

	Do Nothing 
	1.85
	-0.25
	-0.18
	-0.71
	-1.1
	-1.1

	Option 2 (PDC)
	1.82
	-0.40
	1.56
	1.53
	1.18
	1.22

	Option 2 (Loan)
	1.85
	-0.36
	1.65
	1.63
	1.27
	1.31


The I&E analysis, summarised above and detailed at Appendix 2, shows that for the preferred option (2) under the middle, most likely, activity scenario the ED service line can expect to achieve a negative contribution to overheads of £0.4m in 2012/13 improving in subsequent years to a positive contribution of £1.22m pa in 2016/17, assuming that the capital investment is financed by PDC.  This compares to a negative contribution of £0.25m in 2012/13 subsequently deteriorating to a negative £1.1m in 2016/17 in the do nothing option. 
If the capital investment is financed by a capital investment loan, the I&E analysis shows that for the preferred option (2) under the middle, most likely, activity scenario the ED service line can expect to achieve a negative contribution to overheads of £0.36m in 2012/13 improving in subsequent years to a positive contribution of £1.31m pa in 2016/17. The slight improvement in the loan financing scenario reflects commissioners contributing to the repayment of the loan principal.
Similar differentials between the options apply for the other activity scenarios, so Option 2 is clearly affordable for the Trust regardless of how the capital investment is financed. 
The contribution to overheads is reduced compared to the OBC. This is summarised below for the most likely activity scenario and explained in Appendix 4.

Figure 4: Comparison of I&E Contribution to Overheads: FBC vs. OBC 

	£k
	2013/14
	2014/15
	2015/16

	FBC - PDC Financed
	1,562
	1,533
	1,176

	FBC - Loan Financed
	1,655
	1,626
	1,269

	
	
	
	

	OBC - PDC Financed
	1,947
	1,534
	1,817

	OBC - Loan Financed
	1,968
	1,556
	1,841

	
	
	
	

	Difference  - PDC Financed
	(385)
	(1)
	(641)

	Difference - Loan Financed
	(313)
	70
	(572)


Cash Flow
If the capital investment is financed by PDC there will be no requirement to repay the PDC. If financed by a 25 year CIL, annual principal repayments will be £287k.
5. Commercial Case

Procurement, Planning Consent & Timetable
The selected procurement route for this proposal has been through the ProCure 21 (P21) framework developed for NHS capital projects.  

Medicinq-Osbourne has been appointed to help develop the FBC and Guaranteed Maximum Price (GMP) and then construct the facilities. A GMP has been confirmed and Medicinq have confirmed that the construction programme for the whole project will show works completing by end of week commencing 2 July 2012, which is 4 weeks prior to the start of the Olympic Games. The construction programme will have some float (max. 2 weeks) and Medicinq will target completion 2 weeks earlier, i.e. by 18 June 2012. 

A planning application was submitted during the OBC development period and London Borough of Newham’s (LBN) planning department confirmed that no planning permission would be required as no extensions were planned and the building was not changing use significantly. Since then, the design has adjusted slightly with the addition of a courtyard infill and LBN have advised that planning permission will be required. A revised planning application has been submitted and the Planning Officer has confirmed that the council would not raise an objection to the scheme and will proceed to issue planning permission on the 14th September after the 21 days consultation period has expired. The officer has also confirmed that if the Trust was to proceed at risk and undertake the works before formal approval is granted it would be unlikely that the council would pursue enforcement action. Planning risk is therefore minimal.
The Trust is therefore confident that the new ED and UCC will be fully operational prior to the Olympic Games.
Required Services

The construction contract will cover the construction only of the refurbished facilities. Clinical services in the ED will be provided by the Trust and non-clinical services including facilities management services will be provided by the Trust and / or its subcontractors as with other services on site.  The Urgent Care Service will continue to be provided by East London Foundation Trust (ELFT) with Trust-associated clinical support and estates and facilities support provided under an SLA that reflects the Trust’s costs of providing these services and the capital costs of upgrading the UCC. ELFT will enter into a new lease for the new UCC on completion and the NHS East London and the City Cluster have confirmed that estates, facilities and other overhead costs associated with the UCC redevelopment (that will be charged on a pass through basis to the provider of the UCC service) will be funded via its contract with the UCC provider, while the space continues to be used for the UCC.  The Cluster have also confirmed it is part of the contractual agreement with ELFT (and would be with any subsequent provider in the event of this changing) to meet the rental value.  The current rental value for the existing UCC is part of the contract payments to ELFT, and the same would apply with the redevelopment proposed in the OBC.
6. Management Case

Project Management Arrangements 

The Trust has substantial recent experience in successfully managing and delivering a series of capital projects under traditional, PFI and ProCure21 arrangements. The Trust has put in place robust project management and partnership working arrangements to ensure timely and efficient delivery of the scheme with minimum disruption to the continuity of existing patient services.

Stakeholder Management and Support
A stakeholder management plan has been developed to ensure all stakeholders are kept well informed.  
Benefits Realisation
Detailed performance indicators, along with responsible officers and timescales for delivery, have been developed in order to ensure robust processes for the delivery of the anticipated benefits. 

Risk Management
A risk management plan has been produced and adopted to ensure risks are mitigated where possible and closely monitored. Risks of the project have also been quantified and included within a contingency budget in the capital cost.
Gateway Review
The impacts and risks associated with the project have been assessed in accordance with the Health Gateway Hub Risk Potential Assessment (RPA) for projects. The RPA assessed the scheme as low risk. The Gateway Review Team is currently considering whether a formal review is necessary and if required one will be undertaken during September.
Post Project Evaluation Arrangements 

The Trust is committed to ensuring that a thorough and robust post-project evaluation is undertaken at key stages in the process to ensure that positive lessons can be learnt from the project. 

7. Recommendation
The FBC, once amended to address issues raised by NHSL and agreed by the Trust during the NHSL review of the case, will meet approval requirements.

CMG is asked to approve the FBC subject only to the Trust obtaining full planning consent for the development. 
CMG is also asked to note the Trust will be required to publish the FBC once it has been amended to address issues raised by NHSL and agreed by the Trust during the NHSL review of the case – the amended FBC to be signed off by the Head of Capital Investment before publication.
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