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EXECUTIVE SUMMARY 
 
1.1. Introduction 

 
1.1.1. This document consolidates the business cases for both of the Inverurie Health 

and Care Hub and Foresterhill Health Centre projects which have developed via 
different paths to date.  The developments of the business case are set out as 
follows: 

 
1.1.2. An Initial Agreement (IA) for the Inverurie Health and Care Hub was approved by 

the Scottish Government Health and Social Care Department (SGHSCD) on 3rd 
October 2013 and invited NHS Grampian to proceed towards Outline Business 
Case (OBC) on the basis that Inverurie be developed as a hub Design, Build, 
Finance and Maintain (DBFM) project, to be bundled with NHS Highland’s Argyle 
and Bute Mental Health Redesign project.  In June 2015 NHS Highland formally 
advised NHS Grampian that due to a number of issues which could potentially 
delay the project they were withdrawing from the bundle. 

 
1.1.3. The IA for The Baird Family Hospital and the ANCHOR Centre includes the 

relocation of Foresterhill Health Centre.  The IA was approved by the NHS 
Grampian Board on 4th June 2015 approved by the Scottish Government Health 
and Social Care Department (SGHSCD) on 30th September 2015. The proposal 
outlined in the IA is to relocate Foresterhill Health Centre to an adjacent site 
within the Foresterhill Health Campus to allow for development of The Baird 
Family Hospital on its preferred site. 

 

1.1.4. It is proposed to bundle these two projects and deliver them as a hub DBFM 
project.  

 
1.1.5. The OBC for the Inverurie Health and Care Hub and Foresterhill Health Centre 

Bundle was approved by the Scottish Government Health and Social Care 
Department on 28th September 2015. 

 
1.1.6. During the same time period as approval was being given, new SCIM guidance 

was being developed and we agreed to refresh the OBC to support testing the 
new guidance.  Re-submission of the OBC did not require further approval. 

 
1.1.7. A copy of the refreshed OBC was submitted on 16th March 2016. (Hyperlink). 

 
 
1.2. Revisiting the Strategic Case 
 
1.2.1. The Investment Objectives in the Outline Business Case (OBC) for the Inverurie 

Health and Care Hub and Foresterhill Health Centre have been revisited and 
remain the same.  The strategic context and scope of the Projects is unchanged 
since both the Initial Agreements and OBC were approved. 

 
1.2.2. A summarised version of the Strategic Case from the OBC is included within 

Sections 2 and 3 of the FBC. 
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1.3. Strategic Investment in Health Priorities for Communities 
 
1.3.1. NHS Grampian has an Infrastructure Project Prioritisation Programme, which is 

regularly reviewed as part of its asset management process. The replacement of 
Inverurie Health Centre and replacement of the Aberdeen Maternity Hospital 
(which is reliant on the relocation of Foresterhill Health Centre to free up the 
preferred site for The Baird Family Hospital) are currently the top two priorities.   

 
1.3.2. The replacement of the existing boiler infrastructure serving the Inverurie Hospital 

site also rated highly within the Infrastructure Prioritisation, the inclusion of which 
is part of the new Inverurie Health and Care hub. This project presents NHS 
Grampian with an opportunity to significantly reduce backlog maintenance risks. 

 

1.4. Business Needs – Inverurie Health and Care Hub 
 

1.4.1. Inverurie Medical Group is currently in a building located within Inverurie town 
centre and has had a longstanding challenge in meeting a rapidly expanding 
population. The practice, which currently operates out of two sites at Inverurie 
and a branch surgery at Kintore, has around 21,000 registered patients and is 
registering around 85-100 new patients per month.  The practice population is 
expected to grow to 30,000 by 2023 (including the branch surgery at Kintore). 
 

1.4.2. The existing accommodation is too small to meet the service needs of the current 
population, has very limited scope for extension and also requires significant 
investment in terms of backlog maintenance, creation of appropriate privacy, 
changing areas etc.  Currently 16 GPs, 12 salaried staff, 15 nursing staff and a 
number of visiting clinics and specialties provide services in 18 consulting and 2 
multipurpose rooms within the existing Health Centre. 10 of the consulting rooms 
and 1 of the multipurpose rooms are housed in temporary accommodation.  
 

1.4.3. In addition to the ability to extend the range of services provided within the health 
centre accommodation, there are significant strategic advantages to be gained 
by co-locating the GP Practice within the local Community Hospital in terms of 
increasing GP/Nurse/Allied Health Professional led diagnostic and treatment 
services.  A Masterplan for the existing Inverurie Hospital site undertaken in July 
2013, and agreed with Aberdeenshire Council in August 2013, confirmed that the 
existing hospital site would be a suitable location for a comprehensive “Health 
and Care Hub” to serve the Inverurie community and the wider population within 
the locality.   

 
1.4.4. A comprehensive Health and Care Framework exercise undertaken with 

involvement from public and a wide range of local stakeholders also supports  
the proposal to develop a Health and Care Hub on the Inverurie Community 
Hospital site. Inverurie Health and Care Hub will be within Aberdeenshire Health 
and Social Care Partnership (H&SCP).  

 
1.4.5. The scope of the Inverurie project is for the development of an Integrated Health 

& Care Hub based on a single site accommodating the following services: 
 

 Inverurie Medical Group; 

 Community Nursing Team; 

 Public Health Nursing (Health Visiting); 
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 Urie Dental Practice; 

 Radiology unit; 

 Allied Health Professionals; 

 Cardiology, Audiology and Outpatient Accommodation;  

 Community Maternity Unit (CMU); and 

 Aberdeenshire H&SCP Admin Team. 
 

1.4.6. The agreement to develop a CMU in Inverurie was one of the outcomes of the 
Grampian-wide Maternity Services Review which was approved by the (then) 
Health Minister, Nicola Sturgeon in 2012 following a major service change formal 
consultation process.  
 

1.4.7. The dental service will have two dental chairs providing what will be known, in 
line with Scottish Government policy, as the Public Dental Service. This service 
will complement independent General Dental Practice in the Inverurie locality by 
providing specialist dental treatments that independent dentists cannot provide.   

 
 

1.5. Business Needs – Foresterhill Health Centre 
 
1.5.1. Foresterhill Health Centre is on the Foresterhill Health Campus and the site 

option appraisal for the proposed Baird Family Hospital concluded that the 
preferred location is on a site currently occupied by the Foresterhill Health Centre 
and Breast Screening Centre. This option, which requires the relocation of both 
current medical practices, is consistent with the Foresterhill Development 
Framework agreed with Aberdeen City Council in 2008 and refreshed in 2013. 
Deprivation factors related to the geography of both practices community make it 
essential that the new site remains in an area that would be accessible to a 
community with significant deprivation and health and social care inequality. 
 

1.5.2. Design development for a new Foresterhill Health Centre was previously 
prepared in 2009, but did not progress to construction due to financial constraints 
at the time. The proposal is to revisit this earlier scheme as part of the preferred 
option for the relocation of Foresterhill Health Centre.  The Foresterhill Health 
Centre will be within the Aberdeen H&SCP. 

 

1.5.2.1. The scope of the Foresterhill project is for the relocation of Foresterhill Health 
 Centre and accommodates the following services: 
 

 Elmbank Group Practice; 

 Westburn Medical Group; 

 Allied Health Professionals; 

 Health & Social Care Integrated Team; and 

 Retail Pharmacy. 
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1.6. Economic Option Appraisal 
 
1.6.1. Each shortlisted option identified was assessed to determine best value for 

money and affordability. Although Inverurie Health and Care Hub and Foresterhill 
Health Centre are bundled into one project agreement they are both mutually 
exclusive in terms of their individual preferred options, therefore separate 
economic cases have been developed. 

 
1.6.2. Workshops were held to consider the options for each project with various key 

stakeholders in attendance. The workshops identified qualitative benefit criteria 
and those attending considered and scored each option to provide weighted 
benefit point scores for each option and to identify a preferred way forward. 

 
1.6.3. An economic appraisal was carried out on each of the short listed options. In 

preparation of the FBC the Project Team revisited benefits of this appraisal to 
ensure they continued to align to the Investment Objectives of the Project.  This 
exercise evidenced they were aligned as set out in Appendix EC1. 

 
1.6.4. Results are given in Table E1 &Table E2 below. 
 
Table E1:  Value for Money Ranking – Inverurie Health and Care Hub 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Table E2:  Value for Money Ranking – Foresterhill Health Centre 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Value for Money Analysis – comparing qualitative benefits to costs 

Option 

Qualitative 
Benefits 
Score 

Equivalent 
Annual 
Cost 
£000s 

Cost per 
Benefit 
point 
£s 

VFM 
Ranking 

Option 1 Do Minimum 205 354 1,727 1 

Option 2 Current 
Hospital Site 360 730 2,028 2 

Option 3 Town Centre 
Site 220 832 3,782 5 

Option 4 Dual Site 240 885 3,688 4 

Option 5 Peripheral Site 265 782 2,951 3 

Value for Money Analysis – Comparing qualitative benefits to costs 

Option 

Qualitative 
Benefits 
Score 

Equivalent 
Annual 
Cost 
£000s 

Cost per 
Benefit 
point 
£s 

VFM 
Ranking 

Option 1 - Do minimum 
(backlog maintenance) 195 40 204 1 

Option 2 - Build a 
replacement Health 
Centre  365 436 1,195 2 

Baseline score 400 40 99  
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1.7. The Preferred Option 
 
1.7.1. ‘Do Minimum’ options are included as a comparator against which other options 

can be judged and reflect the short term solution of only undertaking backlog 
maintenance, these have been discounted for the following reasons:    For 
Inverurie Health and Care Hub the “Do Minimum” option could not meet nor 
address the significant issues that represent the gap between current service 
need and provision and what the community requires into the future.  For 
Foresterhill Health Centre the “Do Minimum” option could not meet the key 
objective of this project which is to release the land of the existing facility for use 
in The Baird Family Hospital project and realise the benefits of the Baird Family 
Hospital site will deliver as set out in Appendix EC4. 

 
1.7.2. In discounting both “Do Minimum” as realistic options, the preferred way forward 

that emerged from both economic appraisals is summarised as follows: 
 

 for Inverurie it is to create a co-located  “Care Hub” on the Inverurie 
Community Hospital site;   

 for Foresterhill Health Centre it is to relocate elsewhere within the 
Foresterhill Campus;  

 
1.7.3. Both Inverurie and Foresterhill are to be bundled into a hub (DBFM) project 

agreement.  

 

1.8. Commercial Considerations 
 
1.8.1. Delivery is provided through a joint venture company hub North Scotland Limited 

commonly known as hubCo which brings together local public sector participants, 
Scottish Futures Trust and a Private Sector Development Partner.    
 

1.8.2. The hubCo route has been established to provide a strategic long-term 
programme approach in Scotland to the procurement of community-focused 
buildings that derive enhanced community benefit. 
 

1.8.3. The Inverurie Health and Care Hub Project and Foresterhill Health Centre are 
being developed as part of a bundle with a single project agreement by a non 
recourse special purpose company (DBFM Co) funded from senior and sub-debt 
underpinned by a 25 year service concession contract.  The purpose of this 
company is to raise the necessary debt finance to enable construction and then 
to operate and maintain the building during the operating period.  
 

1.8.4. NHS Grampian will occupy and provide services from the building under a 
“service concession” contract which places obligations on the DBFM Co to meet 
specific operating and maintenance standards in return for an annual service 
payment. The contract will run for 25 years and on cessation the building will 
revert to the legal ownership of NHS Grampian. 
 

1.8.5. Soft facilities management services (such as domestic, catering, porter and 
external grounds maintenance) are excluded from the project agreement with 
DBFM Co and these services will be provided by NHS Grampian.   
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1.8.6. NHS Grampian will pay DBFM Co for the services in the form of a unitary charge 
(UC) payment which is adjusted retrospectively to reflect any performance or 
availability deductions. 

 
1.9. Indicative Capital Costs 
 
1.9.1. The indicative capital cost for the preferred option is £23.9m. Table E3 below 

provides a breakdown between Inverurie Health and Care Hub and Foresterhill 
Health Centre 

 
Table E3:  Summary of Capital and Revenue Implications of Initial Investment 

 
1.9.2. The main increase in cost of £1.3 million relate  to inflation, costs associated with 

the whole site energy solution on the Inverurie site,  higher than anticipated costs 
of the Community Maternity Unit at Inverurie and other site and service specific 
issues. 

 
1.9.3. The construction cost associated with both projects will be financed through the 

Scottish Government’s hub pipeline of revenue financed infrastructure projects 
previously announced during 2014. The related equipping costs and enabling 
works will be financed from NHS Grampian’s formula capital allocation, 
supplemented in part by revenue funding generated from the disposal of surplus 
assets. 

 
 

  IHCH  FHC Total 

Total 
at 
OBC 

Movement 
from OBC 

  £000s £000s £000s £000s 

  

£000s 

Initial Capital Investment            

Hub Contract Capital Expenditure 13,849 7,811 21,660 20,454 (1,206) 

Enabling Costs 760 0 760 720 (40) 

Equipment  780 300 1,080 1,065 (15) 

Sub Debt 122 70 192 198 6 

Project Development 77 83 160 143 (17) 

Commissioning Costs 52 22 74 74 (0) 

Total Initial Investment 15,640 8,286 23,926 22,654 (1,272) 

Sources of Funding            

Hub Contract 13,849 7,811 21,660 20,454 (1,206) 

NHS Grampian Capital Funding 1,532 370 1,902 1,983 81 

Third Party Contribution  130 0 130 0 (130) 

NHS Grampian Revenue Funding 129 105 234 217 (17) 

Total Sources of Funding 15,640 8,286 23,926 22,654 (1,272) 
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1.10. Indicative Revenue Costs 

 
1.10.1. The base estimated annual UC payment, which is paid at the point of occupation 

and subsequently indexed over the next 25 years of service operation, is 
£2.030m.Table E4 overleaf shows the split between the projects. 
 

1.10.2. Under current Scottish Government guidance, the element of the annual UC that 
is required to be funded by Health Boards, without specific additional funding 
being provided, is in the range of 10% of the annual total. The Scottish 
Government provides an annual funding allocation to NHS Grampian for the 
remaining majority 90%.  

 
1.10.3. A number of financial risks associated with the inputs into this financial model as 

set out in the finance case are being managed and it is proposed that to 
accommodate the potential of these risks being realised, that funding is capped 
at the value set out in the Outline Business Case (£2.096 million in the first full 
year of operations (2018/19). This is set as a not to be exceeded value for the 
purpose of the approval of the Business Case by the Board of NHS Grampian 
and the Scottish Government.  

 
1.10.4. As is the case with most new build projects which replace existing buildings, it is 

anticipated that the new facility will be significantly larger than the existing with a 
net increase in revenue running costs across the two buildings of approximately 
£0.6 million per annum.  
 

1.10.5. It is assumed that clinical services can be re-provided in the new facilities within 
existing resources. Table E4 overleaf, details the estimated revenue 
consequences associated with the new facilities and the anticipated sources of 
funding.  
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Table E4:  2018/19 Revenue Costs – First Full Year of Operation 

 

  IHCH  FHC Total 
Total at 

OBC 
Movement 

from OBC 

  £000s £000s £000s £000s 

 

£000s 

Revenue Costs           

Unitary Charge 1,298 732 2,030 2,096 66 

Additional Depreciation  78 30 108 106 (2) 

Clinical Service Costs 0  0  0 0 0 

Non-Clinical Service Costs 0  0  0 0 0 

Building Related Running Costs 176 84 260 312 52 

Total Costs 1,552 846 2,398 2,514 116 

Sources of Funding            

SGHSCD Unitary Charge - 90.3% 1,175 659 1,834 1,893 59 

NHSG Unitary Charge - 9.7% 123 73 196 203 7 

NHSG Depreciation  78 30 108 106 (2) 

NHSG (Other Scheme Costs) 133 59 192 226 34 

Third Party (Medical Practices) 43 25 68 86 18 

Total Sources of Funding 1,552 846 2,398 2,514 116 

 
1.11. Overall Affordability 

 
1.11.1. The key financial components are summarised in Table E5 below.  Figures relate 

to the project development and first full year of operations, 2018/19. 

 
Table E5:  Overall Affordability 

 IHCH 
£ 000s 

FHC 
£000s 

 
Total 
£000s 

Development Costs       

Capital Costs 1,662 369 2,032 

Advisor Fees 77 83 160 

Commission Costs 52 22 74 

Total Development Costs 1,791 474 2,266 

Annual Revenue Costs       

Net Depreciation 78 30 108 

Net Running Costs (excluding UC) 176 84 260 

Unitary Charge Total 1,298 732 2,030 

Total Annual Revenue Costs 1,552 846 2,398 

Unitary Charge NHSG 123 73 196 

Unitary Charge SGHSCD 1,175 659 1,834 
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1.11.2. NHS Grampian is committed to the project and has incorporated the necessary 

funding increases for capital and revenue consequences in its financial plans and 
Local Delivery Plan for the coming years 
 

1.11.3. Provision has been made in the NHS Grampian current Infrastructure Plan for 
enabling works at Inverurie, and equipment and sub debt investment in both 
Inverurie and Foresterhill amounting to £2,032,000.   It is anticipated that the site 
of the existing Inverurie Health Centre will be vacated and sold in due course; the 
net book value of that site is £441,000.  
 

1.11.4. The net additional recurring running costs and depreciation for the Project, less 
the Government contribution to the UC, amounts to £564,000.  Based on the 
current assessment of occupancy the GP Practices and other third parties will 
contribute £68,000.  The balance is included by NHS Grampian in its forward 
planning for revenue consequences. 

 
 
1.12. Project Management and Programme 

 
1.12.1. A project governance structure has been established for this project using a 

project monitoring approach to report on programme and cost.   

 
1.12.2. The project will flow through 3 main phases from concept to operation.   
 
1.12.3. The project organisational structure has been developed to take account of the 

differences between these three phases: 
 

 Concept to Financial Close; 

 Financial Close to Operation; and 

 Operation to Service Completion (25 year term). 

 
1.12.4. Each phase requires a different organisational structure; the Project Board and 

project groups will have common and specific roles and responsibilities during 
each phase.  The structure, roles, remits and skills required need to reflect the 
differing needs of each phase. 

 
1.12.5. The indicative milestones for the project are shown overleaf in Table E6: 
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Table E6: Delivery Programme 
 

Activity Timescale 

Stage 2 Pricing Report May 2016 

FBC recommendation by NHS Grampian Asset 
Management Group (AMG) 

18th May 2016 

FBC Formal Approval by NHS Boards 2nd June 2016 

FBC submitted  to Capital Investment Group (CIG) 2nd June 2016 

Board presentation to CIG members 15th June 2016 

FBC Formal Consideration by CIG  28th June 2016 

Funding Letter from Scottish Government 15th July 2016 

NHS Grampian Board minute of 
understanding/Completion Documents  

4th August 2016 

Financial Close 15th August 2016 

FBC Addendum to NHSG Board September 2016 

FBC Addendum to SGHSCD October 2016 

  

Foresterhill  

Mobilisation of construction activities August 2016 

Start on Site  By end of September 
2016 

Completion/Technical Commissioning/Handover to Board December 2017 

Functional commissioning December 2017 

Bring into Operation (Clinical Services) January 2018 

  

Inverurie  

Mobilisation of construction activities August 2016 

Start on Site  By end of September 
2016 

Completion/Technical Commissioning/Handover to Board  April 2018 

Functional commissioning April 2018 

Bring into Operation (Clinical Services) May 2018 
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1.13. Confirmation of Project Management Arrangements  
 
1.13.1. A Project Programme has been agreed that will bring the new Foresterhill Health 

Centre into operation in January 2018, followed by the Inverurie Health and Care 
Hub in May 2018. 
 

1.13.2. Robust project management plans have been developed to implement the 
preferred option on time and to specification.  Project roles have been identified 
and allocated to appropriately experienced personnel.  These are included in 
Section 7.3 of the FBC. 

 
1.13.3. The project management structure has been developed to take account of the 

three phases – concept to Financial Close, contract close to operation and 
throughout the operational term of the Project Agreement. 
 

1.13.4. NHS Grampian has a service level agreement for a Contract Manager who will 
be involved during the construction phase and will manage the contract 
throughout the operating phase. 

 
1.13.5. NHS Grampian will continue to be supported by a team of external advisors 

(legal, financial and technical) throughout the project to Financial Close and then 
as required through the construction phase. 

 
 
1.14. Change Management Arrangements  
 
1.14.1. Detailed plans for each area of service redesign are included as Appendix MC4.  

These plans include the following information: 
 

 Description of service; 

 Lead officer; 

 Service Issue; 

 Operational Change Plan: Communication; Workforce; Training and 

Policies & Procedures; and 

 Stakeholder Sign Off. 

 

1.15. Benefits Realisation Registers and Plans 
 
1.15.1. An updated copy of the Benefits Realisation Registers and Benefits Realisation 

Plans for each project, have been included in Appendix MC5 and confirm which 
benefits are still appropriate and viable and confirm how and by whom each of 
the benefits will be monitored throughout the implementation stage of the 
projects and then evaluated as part of the projects evaluation process. 
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1.16. Risk Management  
 
1.16.1. A robust risk management process and risk register was identified and included 

within the OBC and has been effectively managed to reduce the likelihood of 
unmanaged risk affecting any aspect of the project.  The Project risk register has 
been managed within the Project Team and has been led by the Project 
Manager.  An updated copy of the Risk Register is included in Appendix MC6. 

 
 
1.17. Commissioning 
 
1.17.1. Commissioning has been described in two separate streams within Section 7.14 

of the FBC: 
 

 Technical Commissioning; and 

 Functional Commissioning (prepare to bring into operation). 

1.17.2. Technical Commissioning of the facilities will be led by DBFM Co and will be 
completed prior to handover of the facilities to NHS Grampian. NHS Grampian 
will work with DBFM Co to ensure the successful delivery of a detailed 
programme for each facility; this will ensure readiness for the Functional 
Commissioning, led by NHS Grampian, to commence. 
 

1.17.3. A copy of the outline Technical Commissioning programme for each of the 
projects is detailed in Appendix MC7.  

 
1.17.4. NHS Grampian and hubCo will jointly appoint an independent tester who will 

perform an agreed scope of work to ensure compliance with the Authorities 
Construction Requirements and completion criteria as per the agreed 
programme. 

 
1.17.5. As a result of recent construction issues in other projects, NHS Grampian will be 

ensuring there is more monitoring from a technical perspective through the NHS 
Grampian Estates Team. This will involve, for example, an increase in site visits 
with more site observations at regular stages and liaison with the Authorities 
Representative.  

 
1.17.6. The Functional Commissioning of each facility will be led by NHS Grampian 

Project Team.  This task will be led by the Project Manager/Commissioning 
Manager supported by the Project Team. 

 
1.17.7. A detailed Functional Commissioning Plan has been developed and is included 

as Appendix MC8.  The high level programme developed for each facility 
includes a 4-8 week period for the functional commissioning for each facility 
following handover from hubCo. 
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1.18. Project Monitoring and Evaluation  
 
1.18.1. Section 7.19 provides firm details of the Project Monitoring and Service Benefit 

Evaluation Plan. 
 
1.18.2. Evaluation of Inverurie Health and Care Hub and Foresterhill Health Centre will 

have two main strands: 
 

 Monitoring which involves the systematic collection and review of 

information while a project is proceeding; and 

 Evaluation which is the process of assessing the impact of a project after it 

has come to an end. 

 

1.19. Project Monitoring Report  
 
1.19.1. A final Project Monitoring report will be submitted to the Scottish Government 

shortly after project completion. 
 
 
1.20. Conclusion/Next Steps 
 
1.20.1. The Inverurie and Foresterhill Bundle FBC will be formally considered by the 

NHS Grampian AMG in May 2016 and thereafter by NHS Grampian Board in 
June 2016. If approved, the FBC will be formally considered by the CIG at 
SGHSCD on 28th June 2016. 
 

1.20.2. Additionally, the Stage 2 submission report will be subject to a Key Stage Review 
(KSR) by Scottish Futures Trust (SFT).   

 
 
1.21. Sign Off 
 
1.21.1. The Inverurie and Foresterhill Bundle FBC is signed off by the NHS Grampian 

Chair and Chief Executive on behalf of NHS Grampian Board, for submission to 
the Scottish Government for FBC approval and permission to proceed to 
Financial Close. 
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1.22. In Summary  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  Prof. Stephen Logan   Mr. Malcolm Wright 
  Chairman     Chief Executive 
  NHS Grampian    NHS Grampian 
 
 
 

The Inverurie Health & Care Hub and Foresterhill Health 

Centre Project Full Business Case: 

 Delivers value for money; 

 Is affordable to NHS Grampian; 

 Is consistent with the strategic aims of NHS Grampian and 

NHSScotland; 

 Has been designed to comply with the Project Brief; 

 Has wide stakeholder support and 

 Will deliver a reduction in overall carbon emissions. 
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THE INVERURIE STRATEGIC CASE 
 

2.1. Revisiting The Strategic Case 
 
2.1.1. The Investment Objectives in the Outline Business Case (OBC) for the Inverurie 

Health and Care Hub have been revisited and remain the same.  The strategic 
context and scope of the Project is unchanged since both the Initial Agreement 
(IA) and OBC were approved. 

 
2.1.2. The OBC was approved by Scottish Government Health and Social Care 

Department (SGHSCD) on 28th September 2015, refer to Appendix SC1. 
 
2.1.3. An observation was made that the case for change was well made and the 

investment objectives laid out.  However, during the same time period as 
approval was being given, new Scottish Capital Investment Manual (SCIM) 
guidance was being developed and we agreed to refresh the Strategic Case to 
test out this new guidance and re-submit the OBC.  Re-submission of the OBC 
did not require further approval. 

 
2.1.4. A copy of the refreshed OBC was submitted on 16th March 2016.   

 
2.1.5. A summary of the revised Strategic Case is detailed below and for a full copy of 

the Strategic Case, please refer to hyperlink. 
 
 

2.2. Case for Change 
 

2.2.1. This section outlined the benefits to be gained from the investment proposal and 
covered: 
 

 Who is affected by this proposal; 

 What are the current arrangements related to this proposal; 

 What is the need for change; 

 What is NHS Grampian seeking to achieve from this proposal; 

 What measurable objectives will be gained from addressing these needs; 
and 

 What risks could undermine these benefits. 

 
 
 
 
 
 
 
 
 
 
 
 
 



 2. The Inverurie Strategic Case 
 

 

I&F FBC: V2  
15th July 2016          Page 23  
    

CURRENT ARRANGEMENTS 
 

2.3. Who is affected 
 

2.3.1. Inverurie is a key strategic community within the North East of Scotland, with 
population that has grown steadily over recent years, rising 36.3% between 1991 
and 2010.   

 
2.3.2. The Inverurie Medical Group is the largest single GP Practice in Scotland and 

has a long standing challenge in meeting a rapidly expanding population. 
 
2.3.3. According to the local development plan, the practice population is expected to 

grow in size from 21,000 to 30,000 patients by 2023. 
 

 
2.4. Current Service Provision Arrangements and Building 
 
2.4.1. The main providers of Primary Care for the population of Inverurie and 

surrounding areas are housed in the Inverurie Health Centre, located in Inverurie 
town centre, which despite the addition of temporary accommodation, is not fit for 
purpose and not capable of expansion. 

 
2.4.2. A number of modular buildings have been added to deal with the growth in 

patient numbers, however this means that services are delivered from whichever 
space is available.  A number of buildings, that provide space for clinics, are 
some distance from the reception area and waiting areas are limited. 

 
2.4.3. The site itself is “land-locked” at all sides.  There is no room for expansion and 

patients struggle to park in the health centre car park as it is often taken up by 
non-health centre users. 

 
 

GENERAL MEDICAL SERVICES 
 
2.5. Inverurie Medical Group 

 
2.5.1. Inverurie Medical Group is a 16 GP Partner Practice which currently operates 

from Inverurie Health Centre which is owned by NHS Grampian.  The current 
practice population is 21,000.  There is an extensive clinical team which results in 
excess of 1300 GP appointments 500 Practice Nurse appointments and 300 
phlebotomy appointments on a weekly basis. 
 

2.5.2. The Inverurie Surgical Clinic was developed in 1994.  The clinic provides a wide 
range of services up to and including level three minor surgery e.g. vasectomies 
and plastic surgery procedures. 

 
2.5.3. GP specialist and orthopaedic and dermatology clinics are held on a weekly 

basis however space for delivering these is limited as consulting rooms are 
generally fully utilised delivering general medical services. 

 
2.5.4. There is also a dedicated Community Nursing Team which comprises District 

Nurses, Health Visitors and Midwifes. 
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2.6. Allied Health Professionals 
 
2.6.1. A range of Allied Health Professional led services are currently provided within 

the existing health centre and on the Inverurie Hospital site.  These services 
include: 
 

 Physiotherapy; 

 Speech and Language Therapy; and 

 Podiatry. 

2.6.2. Other services within the scope of the project are provided across Grampian from 
various facilities: 
 

 Urie Dental Practice – located at Inverurie Hospital Site; 

 Cardiology Clinics – limited service at Inverurie Hospital Site; 

 Radiology – no local access (22.5 miles north at Huntly or at ARI site, 
Aberdeen City); 

 Audiology - limited service at Inverurie Hospital Site.  Use of Audiology 
booth requires travel of 16.5 miles to Woolmanhill Hospital in Aberdeen 
City; and 

 Visiting Consultants – there are a range of clinicians whose main base is 
elsewhere in Grampian that provide out-reach clinics locally for the 
Inverurie population.  These clinics are mainly held at the Inverurie Health 
Centre, however due to lack of space these clinics cannot always be 
accommodated and would require patient to travel into Aberdeen City.  
The range of services includes Ophthalmology, Rheumatology, 
Respiratory and Orthopaedic clinics. 

 
2.7. Maternity Services 
 
2.7.1. Maternity services for women in the Inverurie and surrounding areas are limited 

to access to a community midwife within their own GP Practice.  A core part of 
their role is to be the named lead healthcare professional for women who are 
healthy and are experiencing an uncomplicated pregnancy.   
 

2.7.2. These teams however are not integrated with either a birth unit or midwife led 
unit, which are dedicated facilities for women to labour and birth.  There are 
currently two birth units within Aberdeenshire (Aboyne and Fraserburgh).   

 
2.7.3. These units can only accommodate one woman at a time.  The location of these 

units is further away from Inverurie and surrounding areas than the main 
Aberdeen Maternity Hospital in Aberdeen City. 

 
2.7.4. The building and physical facilities at Aberdeen Maternity Hospital do not meet 

the standards for maternity and neo-natal care in the 21st Century. 
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2.8. Need for Change 
 
2.8.1. A summary of the four drivers to take action have been summarised in the Table 

SC1 below and are detailed throughout the Strategic Case within the OBC, refer 
to hyperlink. 
 
 

Table SC1: Need for Change 

 
 
2.9. Building Condition 
 
Table SC2:  Current Condition and Performance of the Estate 
 

 
2.9.1. The services have now simply outgrown the buildings and have reached a state 

where they present a serious constraint on both the continuation and further 
development of services.  There is very little potential for developing either 
existing or new services within the existing facilities due to the physical limitations 
of extending buildings on the existing site. 

Cause of the 
need for change: 

Effect of the cause on NHS 
Grampian: 

Why action now: 

Requirement for 
Better Integration 
of Services 

Lack of synergy in current 
arrangements 

Opportunity arising as a result 
of the introduction of Health 
and Social Care Partnerships 

Requirement for 
Enhancement to 
Services 

Existing services are remote 
from affected community 

Delivery of Health Plan vision 

Support Delivery 
of Maternity 
Strategy 

Limited local provision NHS Grampian Maternity 
Strategy 2010-2015 

Address condition 
of Building 

Current condition & 
performance of the Estate 
broadly unsatisfactory as set 
out in table below 

Asset Management Plan 
Prioritisation 

 

Current Condition & Performance of the Estate 

Exist-

ing 

sq.m 

Physical 

Condition 

Statutory 

Standards 

Space 

Utilization 

Functional 

Suitability 

Inverurie 

Health 

Centre 

914 
Not 

satisfactory 
Satisfactory 

Over-

crowded 
Not satisfactory 

Inverurie 

Hospital 
6,168 

Not 

satisfactory 

Not 

satisfactory 

Over-

crowded 
Not satisfactory 
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2.9.2. The backlog maintenance requirement for the existing builds is also shown in 
Table SC3 below  

 
Table SC3:  Backlog Maintenance 
 

 

Backlog Maintenance Requirement (Prime Costs) 

 Low Risk 
 
 

£,000s 

Moderate 
Risk 

 
£,000s 

Significant 
Risk 

 
£,000s 

High Risk 
 
 

£,000s 

Total 
 
 

£,000s 

Inverurie HC 62 199 48 86 347 

Inverurie 

Hospital 
63 605 1,161 0 1,828 

 
 
2.9.3. The existing facilities can, at times, compromise clinical standards and 

effectiveness and have been identified as risk management issues in areas such 
as cross-infection and health and safety.  The existing accommodation also 
compromises the achievement at times of basic quality standards in terms of 
privacy and dignity. 

 
 
2.10. What is NHS Grampian seeking to achieve from this proposal? 
 
2.10.1. Within the approved OBC, this section of defined the critical success factors for 

the project and outlined a proposed service solution that is reflective of these. 
 
 

2.11. Critical Success Factors 
 

2.11.1. The Critical Success Factors were used as part of the process to shape the 
investment objectives, sustainability objectives and the benefits criteria within the 
economic case to ensure alignment with a preferred option.  A full list of the 
critical success factors is included within the OBC Strategic Case in (hyperlink). 

 
 
2.12. Desired Scope and Service Requirements 

 
2.12.1. The plans for the Inverurie Health and Care Hub will see the creation of an 

improved multi-agency facility which will accommodate: 
 

 Inverurie Medical Group; 

 Community Nursing Team; 

 Public Health Nursing (Health Visiting); 

 Urie Dental Practice; 

 Radiology Unit; 
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 Allied Health Professionals; 

 Cardiology, Audiology and Out-Patient Accommodation; 

 Community Maternity Unit; and 

 Aberdeenshire H&SCP Admin Team. 

2.12.2. A copy of the Schedule of Accommodation (SOA) and 1:200 drawings are 
available in Appendix SC2. 

 
 
2.13. Investment Objectives 
 
2.13.1. The Investment Objectives laid out within the OBC have remained unchanged 

and are reflected in the potential benefits to be gained from this investment.  The 
investment objectives are consistent with the principles of NHS Grampians 
Health Plan and Routemap to 2020 Vision.  A copy of the Investment Objectives 
is detailed within the Strategic Case, refer to (hyperlink). 

 

 
2.14. Sustainability Objectives 

 
2.14.1. Consistent with SCIM and Chief Executive Letter (CEL) (2010) 19, NHS 

Grampian has an aspiration that, where possible, all new buildings achieve a 
Building Research Establishment Environmental Assessment Method (BREEAM) 
Excellent Rating.  In that regard an independent BREEAM assessor has been 
appointed and is continuing to work with the project team to target BREEAM 
Excellence 2011. 
 

2.14.2. NHS Grampian is committed to improving environmental performance both in the 
short and long term.  The replacement of the boiler system at Inverurie Hospital 
site, included as part of the scope of providing the new Inverurie Health and Care 
Hub will substantially reduce backlog maintenance on the existing site through 
the provision of the new energy centre as well as corresponding efficiencies in 
energy consumption and emissions. 

 
 
2.15. Design Quality Objectives 
 
2.15.1. Consistent with SCIM and CEL (2010) 19, NHS Grampian is committed to 

improving the level of good design and ensuring business case outcomes are 
mapped into the design brief, to allow NHS Grampian Board assessment of 
quality through the development process. 
 

2.15.2. The Achieving Excellence Design Evaluation Toolkit (AEDET) is continuing to be 
used throughout the development of this project.  In addition the project team 
continues to work with Architect + Design Scotland (A+DS) and Health Facilities 
Scotland (HFS) through the NHSScotland Design Assessment Review Process 
(NDAP). A further update on this is provided within Section 7.21.6 within the 
Management Case. 
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2.16. Benefits Realisation Register and Plan 
 
2.16.1. A Benefits Realisaton Register and Plan was included within the OBC.  Further 

work has now been done to develop and complete the Register and Plan and 
more detail is provided within Section 7.11 within the Management Case. 

 
 

2.17. What, if any, external factors are influencing this proposal? 
 
2.17.1. A summary of the main constraints and dependencies is detailed below.  A full 

detailed list of these is included within the OBC Strategic Case. (Hyperlink). 
 

 Financial; 

 Commercial; 

 Programme; 

 Quality; 

 Sustainability; and 

 Service. 
 

2.18. Risk Associated with this Project  
 

2.18.1. A comprehensive Risk Register for the project is in place and is being actively 
managed by the Project Team with regular review of the register completed in 
collaboration with our project advisors (technical, legal and financial).  A further 
update to this is detailed within Section 7.13 of the Management Case. 
 
 

2.19. Conclusion- Inverurie Health and Care Hub 
 
2.19.1. The plans for the Inverurie Health and Care Hub will see the creation of an 

improved multi-agency facility which will accommodate: 
 

 Inverurie Medical Group; 

 Community Nursing Team; 

 Public Health Nursing (Health Visiting); 

 Urie Dental Practice; 

 Radiology Unit; 

 Allied Health Professionals; 

 Cardiology, Audiology and Out-Patient Accommodation; 

 Community Maternity Unit; and 

 Aberdeenshire H&SCP Admin Team. 
 

2.19.2. NHS Grampian aim to provide quality affordable assets, complementing and 
supporting the high quality services which meet the population needs and are 
financial sustainable over the long term. Investment in modern facilities will 
facilitate integrated and new working practices and contribute to meeting the 
challenges associated with delivering national and local policy 

 



 3. The Foresterhill Strategic Case 
 

 

I&F FBC: V2  
15th July 2016          Page 29  
    

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 

3. The Foresterhill Strategic 
Case 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 3. The Foresterhill Strategic Case 
 

 

I&F FBC: V2  
15th July 2016          Page 30  
    

THE FORESTERHILL STRATEGIC CASE 
 

3.1. Revisiting The Strategic Case 
 
3.1.1. The Investment Objectives in the Outline Business Case (OBC) for the 

Foresterhill Health Centre have been revisited and remain the same.  The 
strategic context and scope of the Project is unchanged since both the Initial 
Agreement (IA) and OBC were approved. 

 
3.1.2. The relocation of Foresterhill Health Centre formed part of the Initial Agreement 

(IA) for The Baird Family Hospital and the ANCHOR Centre which was approved 
by the Scottish Government Health and Social Care Department on 30th 
September 2015.  The IA proposed to relocate Foresterhill Health Centre to an 
adjacent site within the Foresterhill Health Campus to allow development of The 
Baird Family Hospital on its preferred site, this has not changed therefore the 
scope of the project has not changed 

 
3.1.3. The OBC for the Inverurie and Foresterhill Bundle was approved by the Scottish 

Government Health and Social Care Department (SGHSCD) on 28th September 
2015; refer to Appendix SC1. 

 
3.1.4. An observation was made that the case for change was well made and the 

investment objectives laid out.  However, during the same time period as 
approval was being given, new SCIM guidance was being developed and we 
agreed to refresh the Strategic Case to test out this new guidance and re-submit 
the OBC.  Re-submission of the OBC did not require further approval. 

 
3.1.5. A copy of the refreshed OBC was submitted on 16th March 2016.   

 
3.1.6. A summary of the revised Strategic Case is detailed below and for a full copy of 

the Strategic Case, refer to (hyperlink). 
 
 

3.2. Case for Change 
 

3.2.1. This section outlined the benefits to be gained from the investment proposal and 
covered: 

 

 Developments on Foresterhill Health Campus; 

 Who is affected by this proposal; 

 What are the current arrangements related to this proposal; 

 What is the need for change; 

 What is NHS Grampian seeking to achieve from this proposal; 

 What measurable objectives will be gained from addressing these needs; 
and 

 What risks could undermine these benefits. 
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3.3. Foresterhill Health Campus Development  
 

3.3.1. As detailed within the OBC, in 2015 a summary of Overarching Proposal of 
Application Notice (PAN) was prepared and submitted to Aberdeen City Council 
Planning Authority for consideration.  This document gave an overview of all 
projects planned for the Foresterhill Health Campus site over the next 5 years 
and contains relevant approval documentation.  The projects are set out in 
Appendices SC3 and SC4. 

 
 
 
CURRENT ARRANGEMENTS 

 
3.4. Who is affected 

 
3.4.1. The existing Foresterhill Health Centre is within Aberdeen Health and Social 

Care Partnership and hosts the two medical practices which will relocate to the 
proposed new Foresterhill Health Centre, namely Elmbank Group Practice and 
Westburn Medical Group. 
 

3.5. Current Service Provision Arrangements and Building 
 
3.5.1. Westburn Medical Group and Elmbank Group Practice are presently 

accommodated within the Foresterhill Health Centre on the Foresterhill Campus, 
Aberdeen.  The centre was built in the 1970s to accommodate medical practices 
as well as certain community services and the University of Aberdeen’s academic 
department for General Practice.  Over the life of the Foresterhill Health Centre to 
date, a number of changes and adaptations have been made.  Although each 
was considered appropriate at the time, it has resulted in a building that 
compromises service delivery. 

 
 

 
GENERAL MEDICAL SERVICES 
 
3.6. Elmbank Group Practice 

 
3.6.1. Elmbank Group Practice is a 7 GP Partner Practice who currently operate from 

Foresterhill Health Centre which is owned by NHS Grampian as part of the 
Foresterhill Campus.  The Practice currently provide over 900 GP appointments 
per week and 150 nurse appointments for their registered list of 10,300 patients.  
As well as general nursing and GP consulting, Elmbank Group Practice provides 
full contraceptive services, high risk medication monitoring, substance misuse 
programmes, Keep Well Programme, Alcohol Brief Interventions and a full 
immunisation service. 
 

3.6.2. Due to their location on the Foresterhill Campus site which also includes the 
Accident & Emergency (A&E) Department, Elmbank Group experience a high 
number of Temporary Registrations from people visiting or working in the area 
that have required emergency care or have presented to A&E with a clinical need 
that could be dealt with by General Practice. 
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3.6.3. Elmbank Group Practice is currently over-capacity in terms of patient numbers, 
but due to the locality and deprivation indicators of the catchment population, the 
Practice continues to accept new patients. 
 
 

3.7. Westburn Medical Group 
 
3.7.1. Westburn Medical Group is 2.5 GP Practice who currently operate from 

Foresterhill Health Centre which is owned by NHS Grampian as part of the 
Foresterhill Campus. 

 
3.7.2. The Practice currently provide over 300 GP appointments and over 170 nurse 

appointments per week to their registered patient population of 4,800. 
 
3.7.3. The Practice has high levels of deprivation and chronic medical problems, 

including a high rate of substance misuse and social problems which require 
multi-disciplinary working.  At present the Practice have 5 SMS (substance 
misuse) sessions, 1 recovery coach session, 2 midwife sessions and 2 diabetic 
lifestyle coach sessions.  The Practice is keen to expand and maximize on their 
existing services but unable to do so within their current accommodation. 
 
 

3.8. Allied Health Professionals  
 
3.8.1. A range of Allied Health Professional led services are currently provided within 

the Foresterhill locality. 
 
These include: 

 Speech and Language Therapy; 

 Podiatry; and 

 Dietetics. 

 
3.9. Community Nursing/Integrated Health and Social Care Team  
 
3.9.1. Integrated Health and Social Care Team – includes the Health Visitors; District 

Nurses; Direct Delivery Team; Community Midwifery; Occupational Therapy and 
Care Management Team. 
 
 

3.10. Retail Pharmacy  
 
3.10.1. The retail pharmacy provides a range of pharmacy services, prescription 

management and patient advice to the patients registered with the GP Practices 
located within Foresterhill Health Centre. 
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3.11. Need for Change 
 
3.11.1. A summary of the three drivers to take action have been summarised in the 

Table SC4 below and are detailed throughout the Strategic Case within the OBC, 
refer to (hyperlink). 
 

Table SC4: Need for Change 

 
 
3.12. Building Condition 

 
Table SC5:  Backlog Maintenance 
 

 
 
 
 
 
 
 
 
 
 
 

 
 
3.12.1. The existing facilities can, at times, compromise clinical standards and 

effectiveness and have been identified as risk management issues in areas such 
as cross-infection and health and safety.  The existing accommodation also 
compromises the achievement at times of basic quality standards in terms of 
privacy and dignity. 

 
 
 
 
 

Cause of the 
need for change: 

Effect of the cause on NHS 
Grampian: 

Why action now: 

Requirement to 
release Baird 
Family Hospital 
Site 

Unable to develop Baird 
Family Hospital in an optimal 
location 

Baird Family Hospital project is 
in development with 
construction start date of early 
2018 

Deliver Better 
Integration and 
Enhancement of 
Services 

Lack of synergy in current 
arrangements 

Opportunity arising as a result 
of introduction of Health and 
Social Care Partnerships 

Address condition 
of Building 

Current condition & 
performance of the Estate 
broadly unsatisfactory as set 
out in table below 

Asset Management Plan 
Prioritisation. 

 

Backlog Maintenance Requirement (Prime Costs) 

 Low Risk 
 
 

£,000s 

Moderate 
Risk 

 
£,000s 

Significant 
Risk 

 
£,000s 

High Risk 
 
 

£,000s 

Total 
 
 

£,000s 

Foresterhill 

HC 
530 190 48 77 844 
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3.13. What is NHS Grampian seeking to achieve from this proposal? 
 
3.13.1. This section of the OBC defined the critical success factors for the project and 

outlined a proposed service solution that is reflective of these. 
 
 
3.14. Critical Success Factors 

 
3.14.1. The Critical Success Factors were used as part of the process to shape the 

investment objectives, sustainability objectives and the benefits criteria within the 
economic case to ensure alignment with a preferred option.  A full list of the 
critical success factors is included within the OBC Strategic Case in (hyperlink). 

 
 
3.15. Desired Scope and Service Requirements 

 
3.15.1. The plans for the Foresterhill Health Centre will see the creation of an improved 

multi-agency facility which will accommodate: 
 

 Elmbank Group Practice; 

 Westburn Medical Group; 

 Allied Health Professionals; 

 Health and Social Care Integrated Team; and 

 Retail Pharmacy. 
 

3.15.2. A copy of the Schedule of Accommodation (SOA) and 1:200 drawings are 
available in Appendix SC5. 
 
 

3.16. Investment Objectives 
 
3.16.1. The Investment Objectives laid out within the OBC have remained unchanged 

and are reflected in the potential benefits to be gained from this investment.  The 
investment objectives are consistent with the principles of NHS Grampians 
Health Plan and Routemap to 2020 Vision.  A copy of the Investment Objectives 
is detailed within the Strategic Case, refer to (hyperlink). 

 

 
3.17. Sustainability Objectives 

 
3.17.1. Consistent with SCIM and Chief Executive Letter (CEL) (2010) 19, NHS 

Grampian has an aspiration that, where possible, all new buildings achieve a 
Building Research Establishment Environmental Assessment Method (BREEAM) 
Excellent Rating. In that regard an independent BREEAM assessor has been 
appointed and is continuing to work with the project team to target BREEAM 
Excellence 2011. 
 

3.17.2. NHS Grampian is committed to improving environmental performance both in the 
short and long term. Additionally, NHS Grampian has become a member of the 
Carbon Energy Fund for the Foresterhill Campus with the objective of 
implementing new technology to drive carbon reduction. The wider Foresterhill 
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Campus project (which includes the provision for the new Foresterhill Health 
Centre) will deliver corresponding efficiencies in energy consumption and 
greenhouse emissions (GHG), leading to a reduction in backlog maintenance 
through the replacement of existing plant and infrastructure with a more energy 
efficient arrangement.  

 
3.18. Design Quality Objectives 
 
3.18.1. Consistent with SCIM and CEL (2010) 19, NHS Grampian is committed to 

improving the level of good design and ensuring business case outcomes are 
mapped into the design brief, to allow NHS Grampian Board assessment of 
quality through the development process. 
 

3.18.2. The Achieving Excellence Design Evaluation Toolkit (AEDET) is continuing to be 
used throughout the development of this project.  In addition the project team 
continues to work with Architect + Design Scotland (A+DS) and Health Facilities 
Scotland through the NHSScotland Design Assessment Review Process 
(NDAP). A further update on this is provided within Section 7.21.6 within the 
Management Case. 

 

 
3.19. Benefits Realisation Register and Plan 
 
3.19.1. A Benefits Realisation Register and Plan was included within the OBC.  Further 

work has now been done to develop and complete the Register and Plan and 
more detail is provided within Section 7.11 within the Management Case. 
 
 

3.20. What, if any, external factors are influencing this proposal? 
 
3.20.1. A summary of the main constraints and dependencies is detailed below.  A full 

detailed list of these is included within the OBC Strategic Case. (Hyperlink). 
 

 Financial; 

 Commercial; 

 Programme; 

 Quality; 

 Sustainability; and 

 Service. 
 

3.21. Risk Associated with this Project  
 

3.21.1. A comprehensive Risk Register for the project is in place and is being actively 
managed by the Project Team with regular review of the register completed in 
collaboration with our project advisors (technical, legal and financial).  A further 
update to this is detailed within Section 7.13 of the Management Case. 
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3.22. Conclusion- Foresterhill Health Centre 
 
3.22.1. The plans for the Foresterhill Health Centre will see the creation of an improved 

multi-agency facility which will accommodate: 
 

 Elmbank Group Practice; 

 Westburn Medical Group; 

 Allied Health Professionals; 

 Health and Social Care Integrated Team; and 

 Retail Pharmacy. 
 

3.22.2. NHS Grampian aim to provide quality affordable assets, complementing and 
supporting the high quality services which meet the population needs and are 
financial sustainable over the long term. Investment in modern facilities will 
facilitate integrated and new working practices and contribute to meeting the 
challenges associated with delivering national and local policy 
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THE ECONOMIC CASE 
 
4.1.  Introduction 
 
4.1.1. The purpose of the Economic Case within this Full Business Case (FBC) is to set 

out how the project groups have selected the short list of options. Each of the 
shortlisted options are then considered in greater detail to determine deliverability 
the best value for money and affordability.  Each project is independent albeit 
have been bundled due to the nature of the delivery contract.   Therefore a 
separate Economic Case Section has been developed for each. Section 1- 
Inverurie Health & Care Hub is considered from 4.3 to 4.13 and Section 2 - 
Foresterhill Health Centre is considered from 4.14 to 4.24. 

 
 
4.2. Revisiting the Economic Case  
 

4.2.1. The Outline Business case was approved by Scottish Government Health and 
Social Care Department (SGHSCD) on 28th September 2015.   As part of the 
approval Health Directorate’s Capital Investment Group (CIG) highlighted that the 
Economic Case ‘failed to demonstrate that the Project is Value for Money’ (VFM) 
and requested that how the benefit appraisal reflects stated investment 
objectives is addressed in the FBC.  

 
4.2.2. As is standard practice, the Economic Cases have been revisited. In addition, 

they have been updated to take account of this concern and reflects the new 
Scottish Capital Investment Manual (SCIM) guidance associated with this case. 
The costs reflect those documented in the Outline Business Case (OBC) as they 
haven’t gone beyond the sensitivity levels tested at that stage. 

 
4.2.3. In preparation of the FBC, the Project Team revisited benefits of this appraisal to 

ensure they continued to align to the Investment Objectives of the Project.  
 
4.3. SECTION 1 - INVERURIE HEALTH & CARE HUB 
 

This section details the Economic Case for Inverurie Health & Care Hub. 
 

4.3.1. Appraisal Process 
 

4.3.1.1. The Economic Case has revisited the Preferred Option set out within the OBC 
and examined the relative value for money of the short listed options.  It 
demonstrates how NHS Grampian has selected the preferred options by 
appraising the economic implications, risks and benefits associated with the 
option identified and are summarised Table EC1 overleaf: 
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Table EC1: Evaluation of Options – Inverurie Health and Care Hub 

  Option 1 Option 2 Option 3 Option 4 Option 5 

Evaluation 
Results 

Do 
minimum 

Current 
Hospital 
Site 

Town 
Centre 
(Brown 
Field) 

Dual Site Peripheral 
Location 
(Green Field) 

(Out of 100) Rank Rank Rank Rank Rank 

VFM Appraisal 1 2 5 4 3 

Risk Appraisal 5 1 3 4 2 

Overall 
Ranking 2 1 5 4 3 

 
 
4.4. Benefit Appraisal 
 
4.4.1. The Benefit Appraisal was undertaken at a workshop with public representatives, 

project management and service management. The group created and evaluated 
site location options. 
 

4.4.2. The Benefit Criteria has been revisited in preparation of the FBC to evidence that 
they map to the Investment Objectives of this project, this is detailed in Appendix 
EC1. 

 
4.4.3. The agreed benefit criteria are shown in Table EC2 below. 

 
Table EC2:  Benefit Criteria 
 

 
 
4.4.4. The short list of options was therefore discussed and agreed as summarised in 

Table EC3 overleaf. 
 

 

 

 

 

Benefit Criteria Weight 

1 Physical access to the building by public transport 15 

2 Physical access to the building by car including parking spaces 20 

3 Future expansion and flexibility 15 

4 Deliverability of the project and certainty 20 

5 Integration of health and social care 10 

6 Collocation of the project with hospital services (efficiency) 15 

7 Picturesque and safe environment  5 

8 Community inclusion and proximity to local services 5 

 Total 105 
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Table EC3:  Short Listed Options – Inverurie Health and Care Hub  

 
 
4.4.5. The options were then subject to a scoring exercise against the benefit criteria, 

the short listed options 1 – 5 were ranked in order as shown in Table EC4 below:    
 
Table EC4:  Scoring of Short Listed Options – Inverurie Health and Care Hub 
 

4.4.6. Applying the benefits criteria ranking demonstrates that Option 2, build entire 

project on existing hospital site, has the highest weighted score making it the 

preferred option using the non-financial benefits score, refer to Table EC4 above. 

 

4.5.  Economic Appraisal 
 
4.5.1. The OBC documented the economic appraisal carried out on each of the short 

listed options and covered: 
 

 The capital costs of each option; 

 The revenue cost implications; 

 Net present costs; and 

 Value for Money analysis. 
 
4.5.2. The evaluation of each option is set in the context of the guidance provided in the 

Scottish Capital Investment Manual (SCIM).  It incorporated a full analysis of the 
revenue and capital costs for each option. Whilst the preferred option will be to 
procure through the hub revenue model, the analysis proceeds on the 
assumption that all options are NHS Capital solutions.  
 
 

Option Description 

1 Do minimum (backlog maintenance plus build CMU and X-ray) 

2 Build entire project on existing hospital site 

3 Build entire project in a town centre location (option 13) 

4 Dual site – with CMU and X-ray to be built in the existing hospital 
grounds and main medical practice and AHPs within a town centre 
site.  Specific details would still need to be determined e.g. where 
dental would be built. 

5 Build in a peripheral location (options 3, 5 and 15) 

Ranking Option Description Weighted 
Score 

1 2 Build entire project on existing 
hospital site 

360 

2 5 Build in a peripheral location 265 

3 4 Dual site 240 

4 3 Build entire project in a town 
centre location 

220 

5 1 Do minimum 205 
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4.6.  Capital and Revenue Costs Summary 
 
4.6.1. Table EC5 below shows the capital and revenue costs summary for each of the 

short listed options for Inverurie. 
 
Table EC5:  Costs Short Listed Options – Inverurie Health and Care Hub 

 
 
4.7. Capital Options 
 
4.7.1. Option 1 – Do Minimum: The capital cost of this option amounts to £5.5 million, 

being the estimate of the backlog maintenance and replacement of the temporary 
buildings (like for like in terms of size) at the Inverurie Health Centre, plus the 
construction of a new Community Maternity Unit (CMU) and X-Ray facilities at 
Inverurie Community Hospital.  

 
4.7.2. Option 2 – Build Entire Project on Existing Hospital Site (New Build):  This option 

requires the demolition of several buildings on the Community Hospital Site and 
re-provision of the Energy Centre that serves the site, prior to commencing the 
new build. These buildings would require to be vacated as part of a series of 
enabling works in advance of the main contract.  

 
4.7.3. Option 3 – Build Entire Project in Town Centre (Brown Field): This option 

assumes that a suitable Town Centre site is available, that it is brown field in 
nature and that there will be some restrictions in terms of space on which to 
complete the development.  

 
4.7.4. Option 4 – Dual Site (New Health Centre in Town Centre Brown Field, New CMU 

& X-Ray at Hospital):  A dual site option was considered, with the Health Centre 
built in the Town Centre and the CMU and X-Ray facilities built at the Hospital. 
This option assumes that a suitable site is available, that it is brown field in nature 
and that there will be some restrictions in terms of space on which to complete 
the development. 

 
4.7.5. Option 5 – Build Entire Project on the Periphery of Inverurie (Green Field): The 

peripheral site option would be on land identified for development within the 
Aberdeenshire Local Development Plan. It is assumed that the site will be green 
field in nature – i.e. a site where no buildings have ever been present, or without 
any significant contamination. 

 

 Option 1 Option 2 Option 3 Option 4 Option 5 

 Do 
minimum 
 
 
£ 000s 

Current 
Hospital 
Site 
 
£ 000s 

Town 
Centre 
(Brown 
Field) 
£ 000s 

Dual Site 
 
 
 
£ 000s 

Peripheral 
Location 
(Green 
Field) 
£ 000s 

Capital 5,555 14,102 15,229 17,242 14,075 
Running 
Costs 
(Additional) 132 178 238 201 238 
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Table EC6:  Capital Options Summary 
 

  Option 1 Option 2 Option 3 Option 4 Option 5 

  Cost Cost Cost Cost Cost 

  £ 000s £ 000s £ 000s £ 000s £ 000s 

Construction Cost 4,415 10,021 11,192 12,817 11,193 

Design & Planning 0 970 0 0 0 

Prelims, Fees, On-Costs 0 1,308 0 0 0 

Risk/Optimum Bias 790 553 1,198 1,871 963 

Equipment 350 650 650 650 650 

Enabling Works 0 600 0 0 0 

Land Costs 0 0 2,189 1,904 1,269 

 Total  5,555 14,102 15,229 17,242 14,075 

 
 
4.8. Revenue Implications  
 
4.8.1. The analysis that follows provides a focus on the net additional costs that would 

be incurred under the different short listed options. Net additional costs are 
arrived at by deducting existing budgetary provision within NHS Grampian and 
contributions from the GP Practice. 

 
4.8.2. In developing the Economic Case, the main revenue consequences factored into 

the analysis were the significant additional premises related costs which consist 
of Rates, Refuse, Energy, Maintenance Domestic Services, Window Cleaning 
and Grounds. Costs have been based on a combination of experience from other 
new builds in Grampian and information from services (Domestics) and external 
advisors (Rates). 

 
4.8.3. Table EC7 overleaf sets out the potential impact on revenue budgets of the short 

listed options. 
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Table EC7:  Annual Running Costs – Inverurie Health and Care Hub 
 

Estimate of Annual Running Cost Implications for the Short Listed 
Options 

Option 

Estimated 
Facility 
Running 
Costs 
£ 000s 

Estimated  
Revenue 
Contribution 
£ 000s 

Net 
Annual 
Additional 
Revenue 
Costs 
£ 000s 

Option 1 Do Minimum 179 (47) 132 

Option 2 Current Hosp Site 512 (333) 179 

Option 3 Town Centre Site 512 (274) 238 

Option 4 Dual Site 480 (279) 201 

Option 5 Peripheral Site 512 (274) 238 

 
 
4.9. Net Present Cost (NPC) Findings 
 
4.9.1. This section takes the capital and revenue cost projections for the short-listed 

options and derives the NPC and Equivalent Annual Cost (EAC) using 
discounted cash flow techniques. Applying the weighted benefit points score to 
the EAC allows for a comparison of the cost per benefit point for each option to 
arrive at a comparable economic appraisal. 

 
4.9.2. The short-listed options were subjected to investment appraisal using the 

Discounted Cash Flow (DCF) technique.  The DCF calculation takes account of: 
 

 Capital development costs and other non-recurrent expenditure; and 

 Annual revenue costs. 
 
4.9.3. SCIM Guidance on the use of DCF has been followed, and the Global Economic 

Model (GEM) has been used to analyse the forecast cash flows of the short-listed 
options. GEM outputs are given at Appendix EC2.  In accordance with guidance, 
capital charges and VAT are excluded from the calculations.  Capital and 
revenue costs are added together to calculate a net present cost for total 
expenditure. 

 
4.9.4. The results of the discounted cash flow calculations, shown as Equivalent Annual 

Cost (EAC), are summarised in Table EC8 overleaf. 
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Table EC8:  Equivalent Annual Cost Summary – Inverurie Health and Care Hub 
 
 
 
 
 
 
 
 
 
 
 
 

 
4.9.5. From the above analysis the option with the lowest EAC is Option 1 “Do 

Minimum” with an EAC of £354,000. 
 
4.10. Value for Money Analysis (VFM) 
 
4.10.1. VFM is defined as the optimum solution in terms of comparing qualitative benefits 

to costs.  The results are shown below in Table EC9. 
 
Table EC9:  Value for Money Ranking – Inverurie Health and Care Hub 
 

Option 

Qualitative 
Benefits 
Score 

Net 
Present 
Cost 
£000s 

Cost per 
Benefit 
point 
£s 

VFM 
Ranking 

Option 1 Do Minimum 205 7,855 38,317 1 
Option 2 Current 
Hospital Site 360 16,181 44,947 2 
Option 3 Town Centre 
Site 220 18,446 83,845 5 
Option 4 Dual Site 240 19,624 81,767 4 
Option 5 Peripheral Site 265 17,333 65,408 3 

 

4.10.2. This VFM analysis compares the cost per benefit point of the options.  The option 
that is preferable is the one that demonstrates the lowest cost per benefit point.   
 

4.10.3. From this analysis and the results, the highest ranking option from this appraisal 
method is Option 1 “Do minimum”. 
 

4.10.4. The “Do Minimum” option has only been included as a comparator against which 
other options can be judged.  It scores last in terms of the qualitative benefits, 
which is a reflection of the fact that the present Health Centre accommodation is 
too small and cannot meet modern day requirements.  The current premises are 
also land locked with no potential for expansion. 
 

4.10.5. The “Do Minimum” option could not meet nor address the significant issues that 
represent the gap between current service need and provision and what the 
community requires into the future.  The significant issues are:  

 

Net Present Costs and Equivalent Annual Costs 

Option 

Net Present 
Cost 
(NPC) 
£000s 

Equivalent 
Annual 
Cost (EAC) 
£000s 

VFM 
Ranking 
£000s 

Option 1 Do Minimum 7,855 354 1 

Option 2 Current Hosp Site 16,181 730 2 

Option 3 Town Centre Site 18,446 832 4 

Option 4 Dual Site 19,624 885 5 

Option 5 Peripheral Site 17,333 782 3 
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 The current Inverurie Health Centre is unsuitable for modern healthcare;  

 The minimum investment proposed will not ultimately resolve the current 
unacceptable physical condition and functional unsuitability; and  

 The inability of the service to expand in the current building and to provide 
the enhanced services the team wishes to provide would mean that the 
current Inverurie Health Centre would continue to be unfit for modern clinical 
service delivery.  

 

4.10.6. Therefore the ‘do minimum’ option must be discounted with option 2 representing 
the option that will achieve all the Investment Objectives. 

 
 
4.11. Sensitivity Analysis 
 
4.11.1. The net present costs have been subjected to a range of sensitivity tests of: 

 

 Running Costs +10% 

 Capital Costs + 20% 
 
4.11.2. The OBC demonstrated neither of these tests changed the outcome of the VFM 

analysis.  In addition neither has been breached during the development of the 
project and no further work has been undertaken. 

 
 
4.12. Risk Appraisal 
 
4.12.1. Approach to Measuring Risk 

 
4.12.2. The majority of risks associated with the short-listed options have been 

measured and quantified in monetary terms and included in the calculated NPC 
of each option. Hence, the costs used in the economic appraisal have been risk 
adjusted to reflect the main business, operational and Project implementation 
risks including: 

 

 Planning, design and construction risks; 

 Commissioning risks; 

 Operational risks; 

 Service risks; 

 Business risks; and 

 Optimism bias. 
 
 
4.12.3. Non Financial Risk Appraisal 
 
4.12.4. Recognising that not all risks can be quantified in monetary terms, the non-

financial risks associated with the short-listed options have been evaluated and 
are covered in the optimism bias templates completed for the project during the 
option appraisal process.  
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Table EC10: Non Financial Risk Appraisal – Inverurie Health and Care Hub 

 

  Risk Score (Impact x Probability) 

Risk Option 1 Option 2 Option 3 Option 4 Option 5 
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Commercial 9 2 21 7 1 10 7 1 10 7 2 10 7 1 10 

Site 3 0 1 3 1 3 3 2 7 3 2 7 3 2 6 

Design 4 2 7 4 2 8 4 3 10 4 3 11 4 3 10 

Service 12 1 13 8 1 7 8 1 7 8 1 7 8 1 7 

Stakeholder 
Engagement 4 2 8 4 1 3 4 1 4 4 1 4 4 1 3 

Total Risk Score 
Out of 100 49 31 38 38 37 

Rank 5 1 3 4 2 
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4.13. Conclusions- Inverurie  
 
4.13.1. This case considers more widely the economic implications, risks and benefits 

associated with the options. Table EC11 below details the analysis supporting 
this and affirms that the preferred option to be taken forward is Option 2- Build 
Entire Project on Existing Hospital Site (New Build); as it is ranked highest when 
weighing up the risk and VFM (Value for Money) appraisal.   
 

4.13.2. It should be noted that the “Do Minimum” option could not meet nor address the 
significant issues that represent the gap between current service need and 
provision and what the community requires into the future.   
 
 

Table EC11: Evaluation of Options – Inverurie Health and Care Hub 

 

Evaluation Results  

Option 1 Option 2 Option 3 Option 4 Option 5 

Do 
minimum 

Current 
Hospital 
Site 

Town 
Centre 
(Brown 
Field) 

Dual 
Site 

Peripheral 
Location 
(Green 
Field) 

(Out of 100) Rank Rank Rank Rank Rank 

VFM Appraisal 1 2 5 4 3 

Risk Appraisal 5 1 3 4 2 

Overall Ranking 2 1 5 4 3 
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4.14. SECTION 2- FORESTERHILL HEALTH CENTRE 
 
4.14.1. This section details the Economic Case for Foresterhill Health Centre. 

 
4.14.2. Appraisal Process 

 
4.14.3. The Economic Case has revisited the Preferred option outlined within the OBC 

and examined the relative value for money of the short listed options.  It 
demonstrates how NHS Grampian has selected the preferred options by 
appraising the economic implications, risks and benefits associated with the 
options identified and are summarised below. 

 
4.14.4. Whilst the ‘Do Minimum’ option has been included for completeness it has been 

discounted as it will not deliver the key strategic driver of the project which is to 
release the selected site for the development of The Baird Family Hospital. 

 
Table EC12: Evaluation of Options – Foresterhill Health Centre 

 

  Option 1 Option 2 

Evaluation Results 
Do minimum (backlog 
maintenance) 

Build a replacement 
Health Centre on 
Foresterhill Campus 

(Out of 100) Rank Rank 

VFM Appraisal 1 2 

Risk Appraisal 2 1 

Overall Ranking N/a 1 

 
 
4.15. Benefit Appraisal  
 
4.15.1. An option appraisal workshop was held between project and service 

management during July 2015.  
 

4.15.2. The Benefit Criteria has been revisited in preparation of the FBC to evidence that 
they map to the Investment Objectives of this project, this is detailed in Appendix 
EC1. 

 
4.15.3. The agreed benefit criteria are shown in Table EC13 overleaf and reflect that 

investment in the new facility will not only release the site for development but 
generate a new facility with many service benefits: 
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Table EC13:  Benefit Criteria – Foresterhill Health Centre 

* The new Women’s Hospital (The Baird Family Hospital) and the Cancer Centre (The ANCHOR Centre) 

 
 
4.15.4. The short list of options agreed are as summarised in the Table EC14 below: 
 
Table EC14:  Short-List Options – Foresterhill Health Centre 
 
 
 
 
 
 
 
4.15.5. From the scores achieved from the benefit criteria scoring exercise, the short 

listed options were ranked in order as shown in Table EC15 below:  
 

Table EC15:  Option Appraisal Scoring – Foresterhill Health Centre 
 
 
 
 
 
 
 
 

4.15.6. Applying the benefits criteria ranking demonstrates that Option 2, build a 
replacement Health Centre on Foresterhill Campus, has the highest weighted 
score making it the preferred option using the non-financial benefits score, refer 
to Table EC15 above. 

 
 
 

Benefit Criteria Weight 

1 Physical access to the building by public transport 5 
2 Physical access to the building by car including parking spaces 5 
3 Future expansion and flexibility 8 
4 Deliverability of the project and certainty 10 
5 Integration of health and social care 2 
6 Best Supports WH&CC* Project 60 
7 Safe environment  2 
8 Community inclusion and proximity to local services 2 
9 Supports NHSG Strategic Aims 2 
10 Promotes Recruitment and Retention of Staff, the "Staff Experience" 2 
11 Sustainability 2 
 Total 100 

Option Description 

1 Do minimum (backlog maintenance) 

2 Build a replacement Health Centre on Foresterhill Campus 

Ranking Option Description Weighted 
Score 

1 Do minimum  Do minimum 
backlog 
maintenance) 

144 

2 Build a 
replacement 
Health Centre  

Build a replacement 
Health Centre on 
Foresterhill Campus 

384 
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4.16. Economic Appraisal 
 
4.16.1. The OBC documented the economic appraisal carried out on each of the short 

listed options and covered: 
 

 The capital costs of each option; 

 The revenue cost implications; 

 Net present costs; and 

 Value for Money analysis. 
 

4.16.2. The evaluation of each option is set in the context of the guidance provided in the 
SCIM.  It incorporates a full analysis of the revenue and capital costs for each 
option. Whilst the preferred option is expected to be procured through the Hub 
revenue model, at this stage the analysis proceeds on the assumption that all 
options are NHS Capital solutions.  

 
 
4.17. Capital and Revenue Costs Summary 
 
4.17.1.  Refer to Table EC16 below which shows the capital and revenue costs summary 

for each of the short listed options. 
 
 
Table EC16 Costs:  Foresterhill Health Centre 

 
 
 
4.18. Capital Options 
 
4.18.1. Option 1 – Do Minimum: The capital cost of this option amounts to £0.9 million, 

being the estimate of the backlog maintenance for the existing facility. As 
detailed in Table EC17 overleaf. 
 

4.18.2. Option 2 – New Build Replacement Health Centre: This option is the construction 
of a new facility elsewhere on the Foresterhill Campus site with an investment of 
£7.8 million as detailed in the table overleaf. 
 
 
 
 
 
 

 

 Option 1 Option 2 

 
Do minimum 
£ 000s 

New Build -  replacement 
Health Centre  
£ 000s 

Capital 881 7,840 

Running Costs (Additional) 0 77 
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Table EC17: Capital Options Summary 
 

  Option 1 Option 2 

  Cost Cost 

  £ 000s £ 000s 

Construction Cost 845 5,648 

Site Specific Costs 0 1,104 

Prelims, Fees, On-Costs 0 424 

Risk/Optimum Bias 36 426 

Equipment 0 237 

  881 7,840 

 
 
4.19. Revenue Implications 
 
4.19.1. The analysis that follows provides a focus on the net additional costs that would 

be incurred under the different short listed options. Net additional costs are 
arrived at by deducting existing budgetary provision within NHS Grampian and 
contributions from the GP Practices. 

 
4.19.2. In developing the FBC, the main revenue consequences factored into the 

analysis were the significant additional premises related costs which consist of 
rates, refuse, energy, maintenance domestic services, window cleaning and 
grounds. Costs have been based on a combination of experience from existing 
and other new builds in Grampian and information from services (Domestics). 

 
4.19.3. Table EC18 below sets out the potential impact on revenue budgets of the short 

listed options. 
 
 
Table EC18:  Potential Impact on Revenue Budgets – Foresterhill Health Centre 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

Estimate of Annual Running Cost Implications for the Short Listed 
Options 

Option 

Estimated 
Facility 
Running 
Costs 
£ 000s 

Estimated  
Revenue 
Contribution 
£ 000s 

Net 
Annual 
Additional 
Revenue 
Costs 
£ 000s 

Option 1 - Do minimum 
(backlog maintenance) 131 131 0 

Option 2 - Build a 
replacement Health Centre  207 130 77 
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4.20. NPC Findings 
 
4.20.1. This section takes the capital and revenue cost projections for the short-listed 

options and derives the NPC and EAC using discounted cash flow techniques. 
Applying the weighted benefit points score to the EAC allows for a comparison of 
the cost per benefit point for each option to arrive at a comparable economic 
appraisal. 

 
4.20.2. The short-listed options were subjected to investment appraisal using the 

Discounted Cash Flow (DCF) technique.  The DCF calculation takes account of: 
 

 Capital development costs and other non-recurrent expenditure; and 

 Annual revenue costs. 
 
4.20.3. The results of the discounted cash flow calculations, shown as Equivalent Annual 

Cost (EAC), are summarised below in Table EC19. 
 

 
Table EC19:  NPC & EAC – Foresterhill Health Centre 
 
 
 
 
 
 
 
 
 
 
 
 
4.20.4. From the above analysis the option with the lowest EAC is Option 1 “Do 

Minimum” with an EAC of £ 40,000. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Net Present Costs and Equivalent Annual Costs 

Option 

Net Present 
Cost 
(NPC) 
£000s 

Equivalent 
Annual 
Cost (EAC) 
£000s 

VFM 
Ranking 

Option 1 - Do minimum 
(backlog maintenance) 823 40 1 

Option 2 - Build a replacement 
Health Centre  9,670 436 2 
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4.21. Value for Money Analysis 
 
4.21.1. VFM analysis has been undertaken and the results are shown in Table EC20 

below. 
 
Table EC20:  Value for Money Ranking – Foresterhill Health Centre 
 

Option 

Qualitative 
Benefits 
Score 

Net Present 
Cost 

Cost per 
Benefit point VFM 

Ranking £000s £s 

Option 1 - Do minimum 
(backlog maintenance) 144 823 5,713 1 

Option 2 - Build a 
replacement Health 
Centre  384 9,670 25,182 2 

4.21.2. The above table shows that, from an economic perspective, the options are 
ranked in the following order of preference: 

 
1 = Option 1: Do Minimum (backlog maintenance) 
2 = Option 2: Replacement Health Centre 
 

4.21.3. From this analysis and the results, the highest ranked option is Option 1 “Do 
Minimum”; however, it has only been included as a comparator against which 
other options can be judged. It scores low in terms of the qualitative benefits and 
could not meet the key objective of this project which is to release the land of the 
existing facility for use in the Baird Family Hospital project and realise the 
benefits associated with this site as detailed in Appendix EC4. 
 

4.21.4. For option 2 to achieve a ranking of 1 in the VFM appraisal a benefit score over 
10 times that of the ‘Do Minimum’ option would be required and could only be 
achieved by artificially inflating the benefit weightings agreed. Appendix EC1 
affirms the benefit criteria used match the Investment Objectives of the project. 
 

4.21.5. In discounting the “Do Minimum” option, Option 2 is the only alternative.   
However in developing this project to ensuring that it delivers best value for 
money benchmarking against similar project in relation to setting an affordability 
cap on prime costs has been used and continue to be applied and tested against 
the development.  
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4.22. Sensitivity Analysis 
 
4.22.1. The net present costs have been subjected to a range of sensitivity tests of: 

 

 Running Costs +10% 

 Capital Costs + 20% 
 
4.22.2. The OBC demonstrated neither of these tests changed the outcome of the 

economic analysis.  In addition neither has been breached during the 
development of the project and no further work has been undertaken. 
 

 
4.23. Risk Appraisal 
 
4.23.1. Approach to Measuring Risk 

 
4.23.2. The majority of risks associated with the short-listed options have been 

measured and quantified in monetary terms and included in the calculated NPC 
of each option. Hence, the costs used in the economic appraisal shown later in 
this FBC have been risk adjusted to reflect the main business, operational and 
Project implementation risks including: 

 

 Planning, design and construction risks; 

 Commissioning risks; 

 Operational risks; 

 Service risks; 

 Business risks; and 

 Optimism bias. 
 

 
4.23.3. Non Financial Risk Appraisal 

 
4.23.4. Recognising that not all risks can be quantified in monetary terms, the non-

financial risks associated with the short-listed options are covered in the optimism 
bias templates completed for the project during the option appraisal process. 
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Table EC21: Non Financial Risk Appraisal – Foresterhill Health Centre 

  Risk Score (Impact x Probability) 

Risk Option 1 Option 2 

  Impact Prob Score Impact Prob Score 

Commercial 17 1 23 17 1 23 

Site 0 0 7 2 1 2 

Design 8 2 12 5 2 10 

Service 38 1 23 26 1 22 

Stakeholder Engagement 14 1 10 7 1 8 

Total Risk Score 75 66 

Rank 2 1 

 

4.23.5. However this case considers more widely the economic implications, risks and 
benefits associated with the options. Table EC21 above details the analysis 
supporting this and affirms that the preferred option to be taken forward is Option 
2- New Build Replacement Health Centre; as it is ranked highest. 

 
 
 
4.24. Conclusions- Foresterhill 
 

4.24.1. Table EC22 affirms option 2 to be the preferred option to be taken forward as 
delivering many benefits and “Do Minimum” option could not meet the key 
objective of this project which is to release the land of the existing facility for use 
in The Baird Family Hospital project. 

 

Table EC22: Evaluation of Options – Foresterhill Health Centre 

Evaluation Results 

Option 1 Option 2 

Do minimum  

Build a 
replacement Health 
Centre  

(Out of 100) Rank  Rank 

VFM Appraisal 1 28 

Risk Appraisal 2 1 

Overall Ranking 2 1 
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THE COMMERCIAL CASE 
 
5.1. Overview 
 
5.1.1. This section outlines the commercial arrangements and implications for the 

Project. This is done by responding to the following questions: 
 

 The procurement strategy and appropriate procurement route for the 
Project;  

 The scope and content of the proposed commercial arrangement; 

 Risk allocation and apportionment between public and private sector; 

 The payment structure and how this will be made over the lifetime of the 
Project; 

 The commercial arrangements of the offer; and 

 The contractual arrangements for the Project. 
 

 
PROCUREMENT STRATEGY 
 
5.2. Introduction  
 
5.2.1. The purpose of this section is to specify the procurement strategy and the 

appropriate procurement route for the Project.  
 

5.3. Procurement Route 
 

5.3.1. The Scottish Capital Investment Manual (SCIM) guidance proposes that the 
default position for delivering new build community facilities for the Inverurie 
Health & Care Hub and the relocation of Foresterhill Health Centre, both having 
an equivalent capital value in excess of £750,000 should be via the Scottish 
Futures Trust (SFT) hub initiative. 

 
5.3.2. The hub initiative in the North Territory is provided through a joint venture 

company (hub North Scotland Limited) bringing together local public sector 
participants, SFT and a Private Sector Development Partner (PSDP). 

 
5.3.3. The North Territory hubCo PSDP is a consortium between Galliford Try PLC 

(formally Miller Corporate Holdings) and Sweett Equitix.   
 
5.3.4. All investment in hub projects will comply with relevant Scottish Government and 

European Union procurement regulations.  
 
5.3.5. The procurement route identified to deliver the Inverurie Health & Care hub and 

the relocation of Foresterhill Health Centre will be based on the SFT's revenue 
hub standard form Design, Build, Finance, Maintain (DBFM) contract.  

 
5.3.6. In order to achieve maximum value for money, both Inverurie & Foresterhill 

projects will be bundled together under a single Project Agreement (PA) 
arrangement.  
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5.4. EU Rules and Regulations  
 
5.4.1. The SFT oversaw the procurement of a PSDP for the North Territory through the 

Official Journal of the European Union (OJEU), leading to the establishment of 
hub North Scotland Ltd in 2011.  

 
5.4.2. There is no further requirement to advertise through OJEU for the procurement of 

a PSDP for the Inverurie & Foresterhill project; however the European Union’s 
particular procurement processes, regulations, directives and the like must still be 
followed, particularly in the appointment supply chains contractors, designers and 
advisors. 
 

 
5.5. Procurement Plan 
 
5.5.1. An outline of the Project’s procurement plan is described below, which highlights 

the Project’s current procurement status, what has already been achieved and 
what still needs to be done. 
 

5.5.2. The general Hub process for DBFM procurement is divided into 4 sequential 
stages, these being:  

 

 New Project Request (NPR) – As identified in the OBC, Inverurie had 
previously been bundled with Lochgilphead and had a Key Stage Review 
approved NPR. This NPR, in consultation with SFT was revised to include 
Foresterhill based on benchmarking costs derived from SFT’s 
Performance Matrices. The revised Inverurie & Foresterhill NPR was 
accepted by Hub North Scotland June 2015. 
 

 Stage 1 – As Foresterhill had previously been the subject of considerable 
design development under a 2009 HFS Frameworks 1 project, this 
enabled HubCo to re-use much of the design to prepare a stage 1 
submission within a condensed time period. The stage 1 submission was 
scrutinised by external advisors and, subject to a key stage review by SFT, 
with the predicted maximum cost informing the OBC. 

   

 Stage 2 – The draft stage 2 pricing report, complete with a financial model 
allows NHS Grampian to progress submission of the FBC Financial case, 
with the formal technical full stage 2 submission following in June 2016. 
The formal stage 2 technical submission will be scrutinised by external 
advisors, be subjected to a key stage review and confirmed prior to 
approval of the FBC by Scottish Government.   

 

 Financial Close - approval of the FBC will allow NHS Grampian to 
progress and finalise the project agreement schedules and base unitary 
charge.  The final out turn cost, complete with allocation of funding 
contribution agreed between NHS Grampian and Scottish Government will 
be confirmed after financial close through the FBC Addendum. 
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5.6. Advisors 
 
5.6.1. External Advisors for Technical, Legal and Financial Services have been 

procured by NHS Grampian to assist the Project Team with the administration of 
the Project. The procurements were separately carried out as mini-competitions 
under the OJEU procured SFT National Advisor Framework Contract.  

 
5.6.2. Enquiries were sent to all consultants on the Framework list for each service, and 

responses were evaluated in accordance with the criteria described in the mini-
competition invitation. Evaluation was done by panels for each service 
comprising an experienced representative of the Board, and two external 
members. The SFT oversaw this evaluation process but did not participate in the 
individual scoring. 

 
5.6.3. Scores were assessed individually by each evaluator, and then moderated to 

agree a consensus score, which was then applied to the weightings accorded to 
each element for each service.  

 
5.6.4. The Quality/Price ratio of 70/30 was applied, and the contracts were awarded to 

the bidder with the highest weighted scores in each service.  
 
5.6.5. Advisors appointed were as noted: 
 

 Technical Advisor – Currie and Brown UK Ltd;  

 Financial Advisor – Caledonian Economics Ltd; and,  

 Legal Advisor – Pinsent Masons LLP. 
 
 

5.7. Proposed Procurement Timescales 
 
5.7.1. The procurement timetable from inception to operation is outlined overleaf Table 

CC1 and aligns with the overarching project plan, (see Section 5.5). 
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Table CC1: Procurement Timetable  

Stage Duration End Date 

SFT review of refreshed Inverurie & Foresterhill NPR 1 month March 2015 

NPR issued by NHSG  June 2015 

NPR approved by hubCo 2 months August 2015 

Stage 1 development 
8 months * 
see below 

August 2015 

Stage 1 draft pricing report/ financial model submitted 
by hubCo 

 
August 2015 

Stage 1 sign-off by HubCo Board  August 2015 

Stage 1 technical submission by hubCo  August 2015 

Stage1 review of submission by NHSG advisors  August 2015 

Stage 1 KSR by SFT  September 2015 

Stage 1 approval by NHSG  October  2015 

Stage 2 development 
9 months ** 
see below 

April 2016   

Stage 2 draft price report/financial model submitted by 
hubCo 

1 month 
May 2016 

Commercial close of Stage 2 price  June 2016 

Stage 2 sign off by HubCo Board  June 2016 

Formal Stage 2  technical submission by hubCo 1 month  June 2016 

Stage 2 review of submission by NHSG advisors  June 2016 

NDAP & AEDET review for FBC  June 2016 

Stage 2 KSR by SFT  June 2016 

Stage 2 approval by NHS Grampian (subject to FBC 
approval) 

 July 2016 

NHS Grampian Board minute of approval  August 2016 

Funders credit approval letter  August 2016 

Dry run of financial close protocols  August 2016 

Financial Close 3 months August 2016 

Mobilisation/pre works Inverurie & Foresterhill  August 2016 

Construction start Inverurie & Foresterhill  September 2016 

Foresterhill Construction Completion 16 months December 2017 

Foresterhill Operations Commencement  1 month January 2018 

Inverurie Construction Completion 18 months March 2018 

Inverurie Operations Commencement 1 month April 2018 
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* Stage1 development was substantially completed for Inverurie as part of the 
previous Inverurie & Lochgilphead bundle. Foresterhill stage 1 development was 
substantially completed under a 2009 Frameworks Scotland project that was 
designed to planning stage but not progressed. The Inverurie & Foresterhill NPR 
was a refresh of the previous design developments 
  
** HubCo overlapped stage 2 development work with NHSG approval process 
working at risk    

 
 
 
SCOPE AND CONTENT OF PROPOSED COMMERCIAL ARRANGEMENTS 

 
5.8. Introduction 
 
5.8.1. The purpose of this section is to specify the scope and content of the proposed 

works/services included within the proposed commercial arrangements.  Note 
that this may be different from the scope and content of the overall Project which 
may include works or services that are not part of any commercial arrangements. 

 
5.9. Scope of Works/Services 

 
5.9.1. The SFT hub initiative, which supersedes traditional style private finance 

procurement in Scotland, was established to provide a strategic long-term 
programmed approach to the procurement of community based developments.  

 
5.9.2. As a means towards driving maximum value for money the Inverurie Health & 

Care Hub development and the relocation of Foresterhill Health Centre will be 
bundled together. 

 
5.9.3. The projects will be delivered by a ‘DBFM Co’ (a non recourse vehicle funded 

from a combination of senior and subordinate debt underpinned by a 25 year 
service concession contract).   

 
5.9.4. The senior debt is provided by AVIVA Public Private Finance Limited with 

predetermined arrangement fees agreed with SFT through a framework 
agreement. Subordinate debt is provided by a combination of private sector 
(60%), SFT (10%), and following the introduction of new SFT guidance on the 
structure of hub projects the participant investment will now be (10%) with the 
remaining (20%) balance being provided by a newly formed hub community 
foundation charity. 

 
5.9.5. In essence the DBFM Co will be responsible for providing all aspects of design, 

construction, ongoing facilities management (hard maintenance services and 
lifecycle replacement of components) and finance throughout the course of the 
project term other than a small number of exceptions termed authority 
maintenance obligations (principally responsible for making good/replacing wall, 
floor and ceiling finishes). 

 
5.9.6. Soft facilities management services (such as domestic, catering, porter and 

external grounds maintenance) are excluded from the project agreement (PA) 
with DBFM Co and these services will be provided by NHS Grampian.   
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5.9.7. Group 1 items of equipment, which are generally large items of permanently 
installed plant or equipment will be supplied, installed, maintained and replaced 
by DBFM Co throughout the project term. 

 
5.9.8. Group 2 items of equipment, which are items of equipment having implications in 

respect of space, construction and engineering services, will be supplied by NHS 
Grampian, installed by DBFM Co, and maintained by NHS Grampian Board.  

 
5.9.9. Group 3-4 items of equipment are supplied, installed, maintained and replaced 

by NHS Grampian. 
 
5.9.10. The responsibility and interface of equipment and soft FM in the operational 

facility is a key consideration of the service provision.  To facilitate this, an 
‘Equipment Responsibility Matrix’ has been prepared, detailing all equipment by 
description, group reference, location and responsibility between NHS Grampian 
and DBFM Co in terms of supply, installation, maintenance and replacement over 
the course of the 25 year operational period. 

 
5.9.11. The services to be included in the Commercial arrangements are the design, 

construction, finance and most of the Hard FM. The elements of Hard FM to be 
provided are in line with the standard hub Schedule Part 12 Section 1 Service 
Level Specification, with Response and Rectification Periods aligned to the 
needs of the Board and of the Project. A number of elements of hard FM services 
will be retained by the Board as Board Maintenance Obligations, and all Soft FM 
services will be retained by the Board. 

 
5.9.12. The proposed service activities incorporate: 
 

 Contract management; 

 Health and safety; 

 A helpdesk facility; 

 Performance management and monitoring; 

 Maintenance of the facilities; 

 Window and external facade cleaning; and, 

 Management of utilities within the facilities. 
 
5.9.13. Proposed core hours, response and rectification periods are as stated in Tables 

CC2 and CC3 overleaf. 
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Table CC2: Proposed Core Hours 
 

Facilities Area Monday - 
Friday 

Saturday Sunday 

Foresterhill 7:00am – 
7:00pm with 
additional 1.5 
hours for 1 
night per week 

7.30am – 1pm closed 

Inverurie (all 
except CMU 
area) 

7:00am – 
7:00pm with 
additional 1.5 
hours for 1 
night per week 

7.30am – 1pm closed 

Inverurie CMU 24 hours 24 hours 24 hours 
 

 
 
Table CC3: Response and Rectification Periods 
 

 
 
 
 
 
 

 
 

5.9.14. The service standards will be in accordance with the hub Standard Service Level 
Specification Schedule Part 12. 

 
5.9.15. The stakeholders and customers for these services include patients (in-patients, 

day-patients and outpatients), patient support groups, clinical and non-clinical 
staff and visitors. 
 

5.9.16. It is not anticipated that there will be any change in any service assumptions in 
the solution offered, as the service needs have been modeled and tested to take 
account of population trends and anticipated health care trends. 

 
5.9.17. It is, of course, possible that future external factors could affect any of the 

assumptions above. Population and health trends may be affected by the general 
economic outlook, affecting house building, employment and household income.  
 

5.9.18. The design and location of each of the Inverurie and Foresterhill facilities allows 
for future expansion space should it be required at a later date.  
 

5.9.19. The programme for the Project indicates the timescales for procuring and 
delivering the facilities and services. 

 
 
 

Category Facility Response 
Period 

Rectification 
Period 

Routine Both 16 hours [2 working days] 

Important Both 7 hours [24 hours] 

Urgent Both 2 hours [5 hours] 
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5.10. Project Information  
 

5.10.1. Table CC4 below provides a checklist of Project information requirements at this 
stage of the Project’s development.   

 
Table CC4: Project Information Checklist 

Project Information Requirements 
Confirmation that information is available  

(Yes, No, n/a) 

Land/title information. Yes.  Title reports for both sites prepared by 
Central legal Office (CLO), being discussed with 
University of Aberdeen (joint owner) for Foresterhill 
and Pinsent Masons (Board legal advisor for 
Project). 

Site Feasibility Studies or Masterplan (≥ 
1:1000).  

Yes. Supplementary Planning Guidance to Local 
Development Plan for Foresterhill and approved 
masterplan for Inverurie. 

Analysis of site option(s) (≥ 1:500, plus 
3Ds).  

Yes.  

List of relevant design guidance to be 
followed – SHPNs, SHTMs, SHFNs, 
HBNs, HTMs, HFNs, Including a 
schedule of any key derogations. (see 
glossary for definitions) 

Yes. Referenced within Authority Construction 
Requirements (ACR’s).  

Evidence that Activity Data Base (ADB) 
use is optimised.  

Yes. Used for Room Data Sheets, equipment lists. 

Design Statement, with any updates in 
benchmarks highlighted.  

Yes. Design Statements agreed with A+DS and 
HFS. 

Evidence of completion of self 
assessment on design in line with the 
procedures set out in the design 
statement.  

Yes.  Will be assessed as part of the AEDET 
review. 

Completed AEDET review at current 
stage of design development.  

Yes.  Refer to section 7.21.6. 

Evidence of Local Authority Planning 
consultation on their approach to site 
development and alignment with Local 
Development Plan.  

Yes. Local Development Plan has Foresterhill 
Development Framework document as 
Supplementary Planning Guidance (SPG). Local 
Development Plan and SPG currently being 
updated for adoption in 2016. 

Risk Register detailing benefits and 
risks analysis. 

Yes. Refer to section 7.13. 

Photographs of site showing broader 
context.  

Yes.  

Evidence on Sustainability and 
BREEAM Healthcare commitments.  

Yes. Target set in ACR’s for best pragmatic score 
for BREEAM, and EPC. 

Evidence that relevant DDA, Dementia, 
Health Promotion and Equality 
commitments are incorporated.  

Yes. Incorporated in Board ACR’s. 



 5. The Commercial Case 
 

 

I&F FBC: V2  
15th July 2016          Page 65  
    

 
5.11. Risk Allocation  
 
5.11.1. A key feature of the hub initiative is the transfer of inherent construction and 

operational risk to the private sector that traditionally would be carried by the 
public sector. Table CC5 below outlines ownership of known key risks.  

 
Table CC5: Risk Allocation  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
5.11.2. Business and title risks sit with NHS Grampian. 
 
5.11.3. Design risk sits with DBFM Co, however ongoing authority’s maintenance 

obligations during operation may give DBFM Co relief on certain designed 
components. 

 
5.11.4. Development and construction risk predominantly sits with DBFM Co, but for 

example a number of delay and compensation events could entitle DBFM Co to 
compensation if the events materialised and this would be reflected in a revised 
unitary charge (UC) calculation. 
 

5.11.5. Transition and implementation is a shared risk subject to compliance with the 
authorities requirements and agreed commissioning timetable. 

 

Risk Category 
Potential allocation of risk 

Public Private Shared 

Client / Business risks [title, ground conditions 
where not disclosed] 

100% 0%  

Design                             0% 100%  

Development and Construction [note dark 
ground, contamination remain with public] 

25% 75%   

Transition and Implementation [commissioning, 
migration Board responsibility] 

80% 20%   

Availability and Performance  0% 100%  

Operating 5% 95%   

Revenue 10% 90%   

Termination 50% 50%   

Technology and Obsolescence 25% 75%   

Control 100%   

Financing   100%  

Change in Law  75% 25%   

Other Project risks 100%   
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5.11.6. Availability and performance risk predominantly sits with DBFM Co; however 
availability or performance failures that arise as a result of an excusing clause 
could give DBFM Co relief from payment deduction.     
 

5.11.7. Operating risk predominantly sits with DBFM Co’s responsibility under the PA 
and joint working arrangements within operational functionality. The hub model 
has a capped rate of return that limits the circumstances where surpluses can be 
generated. 

 
5.11.8. Variability of revenue risk is a shared risk subject to adjustments of the annual 

service payment under the PA.  In addition NHS Grampian is responsible for a 
number of pass through costs (costs charged to the DBFM Co that are the 
responsibility of the NHS Board and passed to the authority for payment with no 
mark-up) such as energy and utility usage and direct costs such as local authority 
business rates, all of which are subject to different factors such as indexation.   

 
5.11.9. Termination risk is a shared risk within the PA with both parties (DBFM Co and 

the Board) being subject to events of default that can trigger termination. In 
addition NHS Grampian has an additional right of voluntary termination subject to 
the project agreement. 

 
5.11.10. Technology and obsolescence risk predominantly sits with DBFM Co however 

NHS Grampian could be exposed through specification and derogation within the 
ACR’s, obsolescence through service change during the period of functional 
operation and relevant or discriminatory changes in law under the PA. 

 
5.11.11. Change of control, for example termination due to a reason stated within the PA 

sits with the Board. 
 
5.11.12. Financing risks predominantly sits with DBFM Co subject to the PA however 

relevant changes in law, compensation events that compensate DBFM Co and 
changes under the PA all may give rise to obligation on NHS Grampian to 
provide additional funding. Authority voluntary termination may also bring an 
element of reverse risk transfer due to aspects of the funding arrangement with 
the funder.   
 

5.11.13. Legislative risks are shared dependant on whether the relevant change is in law 
or a change only affecting NHS policy, for example SHTMs. Whilst DBFM Co is 
responsible to comply with all laws and consents, the occurrence of relevant 
changes in law as defined in the PA can give rise to compensate DBFM Co. 
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PAYMENT STRUCTURE 
 
5.12. Method of Payment  

 
5.12.1. NHS Grampian will pay for the services in the form of an annual service payment 

(ASP), termed Unitary Charge (UC). 
 
5.12.2. A standard contract form of payment mechanism will be adopted within the PA 

with specific amendments to reflect the relative size of the two facilities at 
Inverurie and Foresterhill, respective availability standards, core times, gross 
service units (number of service units applied to each functional area) and a 
range of services specified in the service requirements.  

 
5.12.3. NHS Grampian will pay the UC to DBFM Co on a monthly basis in arrears for 

only the buildings they are contracted with, calculated subject to adjustments for 
previous over/under payments, deductions for availability failures and 
performance failures and other amounts due to DBFM Co.  Where any payment 
is in dispute then the Board will pay only parts or sums which are not in dispute. 

 
5.12.4. The Board has a contractual right to set-off any sum due to it under the PA. 
 
5.12.5. The UC is subject to indexation as set out in the PA by reference to the retail 

prices index published by the Government’s National Statistics Office.  Indexation 
will be applied to the UC on an annual basis.  The base date will be the date on 
which the project achieves Financial Close.   

 
5.12.6. Costs such as utilities usage charges (heating, water and electrical power) and 

operational insurance premiums can be treated as pass through costs and, if so, 
would be arranged by DBFM Co but added to the Monthly Service Payment as 
applicable.  In addition, NHS Grampian is directly responsible for arranging and 
paying all connection, line rental and usage telephone and broadband charges.  
Local Authority rates are being paid directly by NHS Grampian. 

 
5.12.7. DBFM Co is obliged to monitor its own performance and maintain records 

documenting its service provision both in terms of the PA and the Territory 
Partnering Agreement.  Each Board will carry out performance monitoring on its 
own account and will audit DBFM Co’s performance monitoring procedures in 
terms of the project agreement. 

 
5.12.8. The payment structure will follow the standard form hub contract in the following 

areas: Risk contingency management by the Public Sector. This takes the form 
of a costed risk analysis and will be managed by the Board. 

 

 Contract variations - as standard PA; 

 Disputed payments – as standard PA; 

 Payment indexation – As standard PA/paymech schedule; 

 Utilities and service connection charges – as standard pass through cost; 
and  

 Performance incentives – as standard paymech provisions.  
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KEY CONTRACTUAL ISSUES 
 
5.13. Introduction 
 
5.13.1. This section outlines the contractual arrangements for the procurement, including 

the use of a particular contract, the key contractual issues for the commercial 
deal, and any personnel implications. 

 
 
5.14. Type of Contract 
 
5.14.1. The agreement for the Inverurie & Foresterhill Bundle will be based on the SFT's 

hub standard form Design, Build, Finance, Maintain (DBFM) contract (the 
“Project Agreement”). The PA is signed at Financial Close and any derogation to 
the standard form position must be agreed with SFT. 

 
 
5.15. Key Contractual Issues 
 
5.15.1. DBFM Co will delegate the design and construction delivery obligations of the PA 

to its Tier 1 Building Contractor under a building contract. A collateral warranty 
will be provided in terms of other sub-contractors having a design liability. DBFM 
Co will also enter into a separate agreement with a FM Service Provider to 
provide most elements of hard FM service provision.    
 

5.15.2. Following NHS Grampian and DBFM Co entering into the PA, the Board will also 
enter into occupancy agreements with Inverurie Medical Group, Elmbank Group 
Practice, Westburn Medical Group and a Pharmacy provider at Foresterhill, 
relevant to their occupation of space within the facility. Statements of ‘Agreement 
in Principle’ have been signed by Inverurie, Elmbank and Westburn Practices 
and copies of these statements are included as Appendices CC1, CC2 and 
CC3. The final Occupation Agreements will be concluded with each Practice 
following Financial Close.   

 
5.15.3. NHS Grampian will provide its share of participant subordinate debt and equity to 

support the development. This investment will be provided for at Financial Close. 
 
5.15.4. The NHS Grampian Board will procure the grant of a license from the Scottish 

Ministers to DBFM Co in line with the standard contract position. 
 
5.15.5. The term will be 25 years.   
 
5.15.6. ‘Termination of Contract’ - as the NHS will own both the Inverurie site and 

Foresterhill (jointly with the University of Aberdeen) then both buildings will 
remain in ownership of the NHS throughout the term, but be contracted to DBFM 
Co to allow them to construct and operate the building for the duration of this 
contract.  On expiry of the contract each of the Inverurie and Foresterhill facilities 
will revert to NHS Grampian on behalf of The Scottish Ministers.  

 
5.15.7. Compensation on termination and refinancing provisions will generally follow the 

standard contract position. 
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5.15.8. Responsibility for detailing planning consent rests with DBFM Co during their 
design development works.  

 
5.15.9. The Inverurie site is currently in the ownership of NHS Grampian. A detailed 

Masterplan for the redevelopment of the Inverurie Hospital has been prepared 
and accepted by Aberdeenshire Council (the planning authority) and was used 
as a material consideration in the planning application. The planning application 
was approved with conditions which will be purified by DBFM Co. 

 
5.15.10. The Foresterhill Health Campus is currently in the joint ownership of The Scottish 

Ministers (per NHS Grampian Board) and the University of Aberdeen. A 
Development Framework for the Foresterhill Health Campus was approved by 
Aberdeen City Council (the planning authority) in 2008 and refreshed in 2013 and 
was used as a material consideration for the planning application. The planning 
application was approved with conditions which will be purified by DBFM Co. 

 
5.15.11. Service Level Specifications will detail the standard of output services required 

and the associated performance indicators.  DBFM Co will provide the services in 
accordance with its method statements and quality plans which indicate the 
manner in which the services will be provided.   

 
5.15.12. NHS Grampian will not be responsible for the costs to DBFM Co of any additional 

maintenance and/or corrective measures if the design and/or construction of the 
facilities and/or the components within the facilities do not meet the authority’s 
construction requirements.  Where appropriate, deductions will be made from the 
monthly service payment in accordance with the payment mechanism. 

 
5.15.13. NHS Grampian’s (the Authorities) maintenance obligations comprise of repairs 

and making good of all interior walls and ceiling finishes and, where appropriate, 
repairs and/or replacement of carpets and other non-permanent floor coverings in 
accordance with the frequency cycles stated in the PA.  In addition, NHS 
Grampian is responsible for inspection and testing of electrical appliances.  
Failure by NHS Grampian to carry out the authority’s maintenance obligations 
would result in a breach of the agreement and entitle DBFM Co to carry out the 
works and be reimbursed. 

 
5.15.14. Not less than 2 years prior to the expiry date an inspection will be carried out to 

identify the works required to bring the facilities into line with the hand-back 
requirements which are set out in the PA. 

 
5.15.15. DBFM Co will be entitled to an extension of time on the occurrence of a delay 

event and to an extension of time and compensation on the occurrence of 
compensation events (in either case, during the carrying out of the Works).  
DBFM Co is relieved of the Board’s right to terminate the PA for non-performance 
on the occurrence of relief events.  This reflects the Standard Contract position. 

 
5.15.16. NHS Grampian will set out its construction requirements in a series of documents 

termed Authorities Construction Requirements (ACR).  DBFM Co is contractually 
obliged to design and construct the facilities in accordance with the ACRs. 
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5.15.17. The Board has a monitoring role during the construction process and only by way 
of the agreed review procedure and/or the agreed change protocol will changes 
occur.  

 
5.15.18. NHS Grampian and DBFM Co will jointly appoint an independent tester who will 

also perform an agreed scope of work that includes such tasks as undertaking 
regular inspections during the works, certifying completion, attending site 
progress meetings and reporting on completion status, identifying non compliant 
work, reviewing snagging progress as well as a range of other independent 
functions. Notwithstanding the appointment of an independent tester, NHS 
Grampian will also apply enhanced monitoring throughout the duration of site 
construction. Further details are provided within the Management Case at 
Section 7.14.3.3. 

 
5.15.19. The Board will work closely with DBFM Co to ensure that the detailed design is 

completed prior to financial close.  Any areas of design that do remain 
outstanding will, where relevant, be dealt with under the Reviewable Design Data 
(RDD) and procedures as set out within the review procedure. 

 
5.15.20. The PA details the respective responsibilities towards malicious damage or 

vandalism to the facilities during the operational term. NHS Grampian has an 
option to carry out a repair itself or instruct DBFM Co to carry out rectification. 

 
5.15.21. Dispute resolution procedures follow the standard form position. 
 
5.15.22. Operational and contract administration arrangements will be in place prior to 

construction completion, commissioning and commencement of the services 
period. Appropriate training for service users will be provided. Further details are 
provided within the Management Case at section 7.17.  

 

5.16. Project Specific Risks Reflected in the Contract Arrangements 
 

5.16.1. Hard surfacing to the access road and various car parking areas is being 
excluded from the FM services provision at Inverurie. In effect, the existing hard 
standings will be repaired and re surfaced with a new wearing course rather than 
applying full excavation and road base. In terms of risk and liability, hubCo will 
still be responsible for the quality of the final surfacing, but only to the extent that 
repairs are not due to the quality of the sub base. This arrangement is similar to 
other hub schemes, has been agreed with SFT and drafting will be reflected in 
the service specification schedule and project agreement. 

 
5.16.2. The new Inverurie Health and Care Hub will be connected to the Combined Heat 

and Power (CHP) centre that is being provided as part of the hub scheme; 
commonly referred to as the ‘Energy Centre’. This CHP centre has also been 
sized to provide heat and power to the remainder of the Inverurie hospital site, 
and when operational will also replace the existing steam boilers currently 
serving the wider hospital site.  
 

5.16.3. As Inverurie is a live hospital, the existing stream boilers cannot be 
decommissioned until the energy centre is operational, which subsequently 
means that the Inverurie project will require to be completed in two phases, 
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namely phase 1 handover of the energy centre and connection to various 
retained buildings, and phase 2 handover of the new health centre.  

 
5.16.4. The heat pipe work and power cabling infrastructure that serves the various 

retained estates building will be included within the FM Services but only up to an 
agreed termination point within each buildings plant room area.  

 
5.16.5. Responsibility for service unavailability of retained buildings will sit with NHS 

Grampian, provided hubCo have demonstrated that the specified temperature 
and power load has been delivered to the termination point. 

 
5.16.6. DBFM Co will be carrying out new works within various existing retained 

buildings, ducts and plant rooms. The responsibility under Construction (Design 
and Management) (CDM) regulations for removal of asbestos will sit with NHS 
Grampian. This work is being carried out under an enabling contract by NHS 
Grampian. Any future maintenance works to be carried out in these areas will be 
subject to an “access permit”, to be administered by NHS Grampian Estates only 
on agreement of satisfactory method statements being provided by DBFM Co.  

 
5.16.7. Foresterhill Health Centre will be connected to a district heating energy centre 

operated by another service provider within the wider Foresterhill Campus site. 
The district heating energy provider will need to be treated as a utilities provider, 
and as such unavailability of the facility will follow standard form position i.e. 
DBFM Co may be entitled to certain relief for unavailability of energy services 
that are deemed to be out with their control. 

 
5.16.8. Japanese Knotweed (JK) was found in various locations of the Foresterhill 

Campus during site investigations for the Foresterhill Health Centre. The cost of 
removing the knotweed would be cost prohibitive, and in any case would still 
leave the Board with the significant risk of JK appearing in other areas of the site 
during the 25 year contract period. The Board will carry out excavations of known 
knotweed prior to handing over the site to DBFM Co and thereafter carry the risk 
of further JK reappearing at a later date. In mitigation the Board is setting up an 
annual monitoring and containment regime for the whole of the Foresterhill 
Campus site, including the health centre site.  

 
 
5.17. Personnel Arrangements 
 
5.17.1. The management of soft facilities management services, such as external 

grounds maintenance, domestic and porter services will continue to be provided 
by NHS Grampian.   
 

5.17.2. No staff will transfer and therefore the alternative standard contract provisions in 
relation to employee Transfer of Undertakings (Protection of Employment) 
Regulations (TUPE) will not come into effect. 
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THE FINANCIAL CASE 
 
6.1.  Introduction  
 
6.1.1. The preferred options as discussed in the Economic Case, are detailed as 

follows: 

 Inverurie Health & Care Hub (IHCH): Option 2- New Build including CMU 
and X-ray on Inverurie Hospital Site; and 

 Foresterhill Health Centre (FHC): Option 2- Replacement Health Centre. 
 
The Financial Case sets out:  

 The revenue and capital implications of the projects; 

 A statement on overall affordability; 

 Current position on sub debt and equity; 

 Risks; and  

 The agreed accounting treatment. 
 
6.1.2. The projects are part of a two project bundle, being taken forward as a hub 

Design Build Finance Maintain (DBFM) Service Concession Contract, utilising 
revenue funding.   

 
 
6.2. Revisiting the Finance Case  
 
 

6.2.1. The Outline Business Case (OBC) was approved by Scottish Government Health 
and Social Care Department (SGHSCD) on 28th September 2015, no specific 
conditions were outlined in the approval letter in relation to the Finance Case, 
and therefore a refresh and affirmation of the affordability and financial 
consequences of the Project are set out. 

 
 
6.3.  Capital Costs and Associated Funding for the Project 

 

6.3.1. Table FC1 overleaf details the initial investment in the Project and how it will be 
funded.   
 

6.3.2. The build costs of the Projects are expected to be financed using the Scottish 
Government’s hub DBFM revenue funding model.  Revenue funding will be 
required from both the Scottish Government and NHS Grampian in order to meet 
the Unitary Charge (UC) associated. 
 

6.3.3. Additional capital investment by NHS Grampian is required to fund equipment 
and enabling works with revenue investment in project development and 
commissioning costs.  Capital contributions from Health Bodies in the form of a 
direct injection to Projects have been excluded based on the recent guidance 
issued by Scottish Futures Trust (SFT).  
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Table FC1: Summary of Capital and Revenue Implications of Initial Investment 

 

 

6.4. Movement in Initial Capital Investment  
 
6.4.1. The anticipated investment in these facilities has increased by £1,272,000 

compared with the OBC figure. The reasons for the cost increase are as follows: 
 

 Hub capital expenditure required to deliver the project has increased 

(£1,206,000) due to inflation allowance, costs associated with the whole 

site energy solution on the Inverurie site, higher than anticipated costs of 

the Community Maternity Unit at Inverurie and other site and service 

specific issues as set out in Table FC2 overleaf. 

 
 
 
 
 
 
 
 
 
 

 

  IHCH  FHC Total 

Total 
at 
OBC 

Movement 
from OBC 

  £000s £000s £000s £000s 

  

£000s 

Initial Capital Investment            

Hub Contract Capital Expenditure 13,849 7,811 21,660 20,454 (1,206) 

Enabling Costs 760 0 760 720 (40) 

Equipment  780 300 1,080 1,065 (15) 

Sub Debt 122 70 192 198 6 

Project Development 77 83 160 143 (17) 

Commissioning Costs 52 22 74 74 (0) 

Total Initial Investment 15,640 8,286 23,926 22,654 (1,272) 

Sources of Funding            

Hub Contract 13,849 7,811 21,660 20,454 (1,206) 

NHS Grampian Capital Funding 1,532 370 1,902 1,983 81 

Third Party Contribution  130 0 130 0 (130) 

NHS Grampian Revenue Funding 129 105 234 217 (17) 

Total Sources of Funding 15,640 8,286 23,926 22,654 (1,272) 
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Table FC2: Movement in Hub Contract Capital Expenditure   
 

  IHCH  FHC Total 

  £000s £000s £000s 

Hub Contract Capital Expenditure       

Total at OBC 12,851 7,603 20,454 

Total at FBC 13,849 7,811 21,660 

Difference (998) (208) (1,206) 

Reason       

Increase in Indexation Rates 89 53 142 

Additional Cost of Community 
Midwife Unit (CMU) 370   370 

Relocating Dental Services on Health 
& Safety Grounds 122   122 

Other Site and Service Specific 
Issues 417 155 572 

Total 998 208 1,206 

 

 Increase in enabling works (£40,000) relating primarily to the removal of 

asbestos from retained estate underground ducts and plant rooms to allow 

for their reuse at the new Inverurie facility; 

 Increase in equipment requirement (£15,000) following development of 

equipment lists to identify specific requirements for Foresterhill Health 

Centre;   

 Reduction in sub debt (£6,000), reflecting the updated equity 

arrangements for DBFM Co; 

 Increase in project development costs (£15,000); this relates to an 

increase in external advisor costs following confirmation of fee variation for 

adding FHC to existing arrangements; and   

 Third Party Contribution (£130,000); reflects the separate identification of 

a contribution from the Aberdeenshire Health & Social Care Partnership to 

the enabling works at Inverurie. 

 

6.5. Other Capital Costs 
 
6.5.1. Enabling Costs: A series of enabling works (£760,000) are being undertaken by 

NHS Grampian on the Inverurie site ahead of the commencement of 
construction.   
 

6.5.2. Equipment:  Equipment lists were developed in 2015 and costs reflect 2016 price 
levels.  The total estimated cost of equipment including VAT, allowing for an 
element of existing equipment to transfer is £1,080,000.  Table FC3 overleaf 
provides a further breakdown of the equipment costs. 
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Table FC3:  Equipment 
 

 
 
 
 
 
 
 
 
 
 
 

6.5.3. Sub Debt:  The Board will provide the full 10% investment (subordinated debt 
and equity) relating to the participants requirements per recent guidance issued 
by SFT.  

 
6.5.4. The project bundle has a single Project Agreement and the most recent financial 

model (v0400) has the total sub debt investment anticipated to be £192,000. The 
Board confirms that provision has been made for this from its capital programme. 

 

6.6. Summary of Revenue Implications- First Full Year of Operation 
 
6.6.1. Table FC4 overleaf details the anticipated annual recurring revenue costs that 

will be associated with the Project in the first year of operation following 
commissioning.   It details the projected UC that will be charged through the 
contract, the impact of the investment on equipment depreciation and additional 
property costs anticipated as a result of the new buildings. 

 

 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

 

 

 
Equipment - 
Health Centre 

Equipment 
- CMU 

Equipment 
- X-ray 

 
Total 

£000s £000s £000s £000s 

Inverurie 
(Option 2) 

360 228 192 780 

Foresterhill 
(Option 2) 

300 0 0 300 

Total 660 228 192 1,080 
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Table FC4: Summary of Revenue Implications - First Full Year of Operation (2018/19) 

  

  

  IHCH  FHC Total 

Total at 

OBC 

Movement 

from OBC 

  £000s £000s £000s £000s 

 

£000s 

Revenue Costs           

Unitary Charge 1,298 732 2,030 2,096 66 

Additional Depreciation  78 30 108 106 (2) 

Clinical Service Costs  0 0  0 0 0 

Non-Clinical Service Costs  0 0  0 0 0 

Building Related Running Costs 176 84 260 312 52 

Total Costs 1,552 846 2,398 2,514 116 

Sources of Funding            

SGHSCD Unitary Charge - 90.3% 1,175 659 1,834 1,893 59 

NHSG Unitary Charge - 9.7% 123 73 196 203 7 

NHSG Depreciation  78 30 108 106 (2) 

NHSG (Other Scheme Costs) 133 59 192 226 34 

Third Party (Medical Practices) 43 25 68 86 18 

Total Sources of Funding 1,552 846 2,398 2,514 116 

 

6.7. Movement in Recurring Revenue Costs 
 
6.7.1. The anticipated recurring revenue cost associated with these facilities has 

reduced by £116,000, compared with the OBC figure. The reasons for the cost 
reductions are as follows: 
 

 The Unitary Charge has reduced by £66,000 for a variety of reasons as 

set out in Table FC5 overleaf; and  

 
 Building related running costs have been refined and reduced to align with 

anticipated costs. 
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Table FC5: Movement in Recurring Revenue Costs  

 
 

6.7.2. NHS Grampian is committed to the Project and has incorporated the necessary 
funding increases for capital and revenue consequences in its financial plans and 
Local Delivery Plan (LDP) for the coming years. 

 
6.7.3. The Scottish Government has indicated that revenue funding support will be 

provided for the UC. The GP Practices have indicated they will contribute to the 
building related running costs. 
 

6.7.4. Further details of the capital and revenue elements of the Project and sources of 
funding are provided in the following sections. 
 

 
6.8.  Recurring Revenue Costs 
 
6.8.1. The revenue cost estimates assume that services are in place and available for 

use in 2017 with 2018/19 being the first full year of operation. 
 

6.8.2. Additional depreciation of £108,000 is incurred from the planned capital purchase 
of equipment valued at April 2016 price levels. Depreciation is calculated on a 
straight line basis and assumes an average economic useful life of 10 years. 
 

6.8.3. Other scheme costs represent the net additional component of building running 
costs after allowing for the offset of existing funding and third party contributions 
(e.g. GP).  For consistency, inflation has been applied at 2.5% on the costs.  Full 
details of the other scheme costs are available in Appendices FC1 and FC2.   
 

  Total 

  £000s 

Projected Unitary Charge 0 

Total at OBC 2,096 

Total at FBC 2,030 

Difference 66 

    

Reason   

Changes in Gilt Rates 93 

Increase in Capital Expenditure (99) 

Reduction in Facility Management and Lifecycle Replacement Costs 11 

Reduction in Special Purpose Vehicle Costs (DBFM Co) 29 

Financial Model Optimisation 32 

Total 66 
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6.8.4. Regarding the cost of services to be provided in the developments the following 
assumptions have been made:  

 

 The cost to NHS Grampian of delivering services, i.e. staffing and non pay 
costs associated with the services which will be located in the 
developments, are not expected to increase.  The transfer of services will 
be cost neutral; and 
 

 There will be an Occupancy Agreement between each of the GP Practices 
and NHS Grampian reflecting the GP Practices’ commitment to the 
development and the associated costs.  Costs will be reviewed annually 
and inflation has been applied to reflect this.  The GP Practices will be fully 
responsible for their own costs. 

 

 
6.9.  Recurring Funding Requirement – Unitary Charge (UC) 

 
6.9.1. The Predicted Maximum Cost Unitary Charge (PMCUC) taken from a version of 

the financial model submitted by hub North Scotland dated 9th May 2016, 
Financial Model v0400, and the proportions attributable to the Scottish 
Government Health and Social Care Directorate (SGHSCD) and NHS Grampian 
are 90.3% and 9.7% respectively. 

 
6.9.2. A number of financial risks are associated with the inputs into this financial model 

as set out in Section 6.13 below and it is proposed to accommodate the potential 
of these risk being realised that funding is capped at the value set out in the 
Outline Business Case (£2.096 million in the first full year of operations (2018/19) 
this is set as a ‘not to be exceeded’ capped value for the purpose of the approval 
of the Business Case by the Board of NHS Grampian and the Scottish 
Government.  

 
6.9.3. Approximately 80% of the UC will be fixed with the balance subject to variation 

annually in line with the actual Retail Price Index (RPI) which is estimated, within 
the financial model, at 2.5% per annum.  The UC for the first full year of operation 
(2018/19) has been indexed (inflated). 
 

6.9.4. Disaggregating the individual project UC’s have been allocated according to the 
capital expenditure for each project. 
 

6.9.5. Using this approach, the UC is split as follows in Table FC6 overleaf based on 
the first full year of operations.   Annual revenue support is requested each year, 
from SGHSCD, this will be adjusted for the impact of accounting convention and 
is in line with guidance provided by Capital Investment Group (CIG) on 21st  
February 2011. 
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Table FC6: Unitary Charge- First Year of Operation (2018/19) 
 

  

% Split 

Total 
Unitary 
Charge 

Annual 
Revenue 
Support 
Funding 

Capped  
Revenue 
Support 
Funding 

£000s £000s £000s 

Inverurie (Option 2) 64% 1,298 1,175 1,211 

Foresterhill (Option 2) 36% 732 659 682 

Total  100% 2,030 1,834 1,893 

 
6.9.6. An analysis of the requested indicative funding at FBC stage is detailed in Table 

FC7 below.   
 
 
Table FC7:  Analysis of Funding Support 
 

 
Contributions to 
Unitary Charge 
(OBC) 

Unitary 
Charge 
£ 000s 

SGHSCD 
Support 
% 

SGHSCD 
Support 
£ 000s 

NHSG 
Cost 
£ 000s 

Capped 
Unitary 
Charge 

Capped 
SGHSCD 
Support 

CAPEX  1,669 100 1,669 0 1,722 1,722 
Special Purpose 
Vehicle (SPV) 
(DBFM Co)/ 
Insurance 106 100 106 0 111 111 
Life Cycle Costs 117 50 59 59 120 60 
FM Costs 138 0 0 138 143 0 
Total 2,030   1,834 197 2,096 1,893 

   90.32% 9.68%   

 
6.9.7. The UC has been modeled at a point in time where a Stage 2 Pricing report has 

not been issued or agreed and there are a number of financial risks, which are 
detailed in Section 6.13 that may change the UC. The UC will be further refined 
through to Financial Close and funding requirement finalised at that stage and 
the final costs will be confirmed in a Full Business Case (FBC) Addendum after 
Financial Close. 

 
6.9.8. NHS Grampian’s element of the UC together with the annual depreciation charge 

and annual running costs are reflected in the Board’s financial plans and LDP.  
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6.10.  Non-Recurring Revenue Costs 
 
6.10.1. There will be non-recurring costs in the form of professional fees associated with 

the project.  These are identified as £160,000. These will be incurred as a non-
recurring revenue expense and have been incorporated in NHS Grampian’s 
current financial plans. 
 

6.10.2. Following on from experience gained with previous hub revenue funded projects, 
more work is being done in-house as opposed to externally.  As a consequence 
the scope of work of external advisors has been reduced to reflect essential 
work. 
 

6.10.3. Additional non-recurring costs are anticipated in 2017/18 in respect of 
commissioning of the building and transfer of services from existing premises.  
An estimated £ 64,000 will be required to meet the cost of decanting, pre-
cleaning, deployment of equipment (including IT), security during commissioning 
phase and post project evaluation. In addition, there will be de-commissioning 
costs at the current Inverurie Health Centre of £10,000. Refer to Table FC8 
below. 

 
Table FC8:  Commissioning Costs 
 

Other Non-Recurring 
Costs 

IHCH 
(Option 2) 
£ 000s 

FHC 
(Option 2) 
£000s 

 
Total 
£ 000s 

Removal (Inc Flooring 
Protection) 20 10 30 

Pre-Cleaning 6 2 8 

Security 10 4 14 

Post Project Evaluation 6 6 12 

De-commissioning 
(Inverurie HC) 10 0 10 

Total 52 22 74 

 
6.10.4. During the development stage of this project, the Board has provided a loan to 

hubCo to cover the cost of surveys, Stage 1 and Stage 2 development fees. 
These costs (£921,000) will reimbursed to the Board at Financial Close, however 
the Board has accepted that it bares the financial risk of this arrangement.  

 
6.10.5. The new facilities in Inverurie will accommodate a population growth, as set out 

in the Strategic Case, partially as a result of housing development. 
Supplementary planning guidance is in place to support securing developer 
obligation funds from housing developers for primary healthcare infrastructure 
needs in this area. The timing and scale of the funds are uncertain at this stage, 
but will be applied to NHS Grampian’s contribution to this project, as appropriate. 
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6.11. Summary and Cashflow of All Costs and Associated Funding for the 
 Project 
 
6.11.1. The following Tables FC9 and FC10, consolidate the capital and revenue 

funding is needed to support the project during development and the first full year 
of operation. 

 
 
Table FC9:  Costs - Cashflow  
 

Costs 

2015/16 2016/17 2017/18 2018/19 Total 

£000s £000s £000s £000s £000s 

Capital Contribution* 0 0 0 0 0 

Capital Enabling Works 309 451 0 0 760 

Equipment (inc. VAT) – Inverurie 0 0 780 0 780 

Equipment (inc. VAT) – Foresterhill  0 0 300 0 300 

Sub Debt Investment - Inverurie 0 122 0 0 122 

Sub Debt Investment - Foresterhill 0 70 0 0 70 

Total Capital Costs 309 643 1,080 0 2,032 

Advisor Fees  49 101 10   160 

Commissioning Costs     64 10 74 

Recurring Revenue Costs           

Unitary Charge 0 0 428 2,030   

Additional Depreciation (Equipment)  0 0 10 108   

Other Scheme Costs (Net Additional)  0   28 260   

Total Revenue Costs 49 101 540 2,408   

Total Costs 358 744 1,620 2,408   

 
 
Table FC10:  Sources of Funding- Cashflow 
 

  2015/16 2016/17 2017/18 2018/19 Total 
Sources of Funding £000s £000s £000s £000s £000s 

NHSG Formula Capital 309 643 1,080 0 2,031 

SGHSCD Unitary Charge     387 1,834   

NHSG Unitary Charge     41 196   

NHSG Depreciation (Equipment)     10 108   

NHSG (Other Scheme Costs) 49 101 94 202   

Third Party (Medical Practices)     8 68   

Total 358 744 1,620 2,408   
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6.12. Overall Affordability  
 
6.12.1. The key financial components are summarised in Table FC11 below.  Figures 

relate to the project development and first full year of operations, 2018/19. 
 
Table FC11:  Overall Affordability 

 
 
6.12.2. Provision has been made in NHS Grampian’s current Capital Plan for enabling 

works at Inverurie, equipment and sub debt investment amounting to £2,032,000. 
It is anticipated that the site of the existing Inverurie Health Centre will be vacated 
and sold in due course; the current net book value of that site is £441,000. 

 
6.12.3. Depreciation relates to equipment only. The Board has incorporated the 

additional £108,000 in its financial plans for the new equipment associated with 
this project.   

 
6.12.4. The net additional recurring running costs for the Project, less the Government 

contribution to the UC, amounts to £564,000.  Based on the current assessment 
of occupancy the GP Practices and other third parties will contribute £68,000.  
The balance of additional costs attributable to NHS Grampian amounts to 
£496,000, including its share of the UC of £196,000.  This is included in its 
forward planning for revenue consequences. 
 

6.12.5. NHS Grampian is committed to the Project and has incorporated the necessary 
funding increases for capital and revenue consequences in its financial plans and 
LDP for the coming years. 

 
 
 
 
 
 
 

 
IHCH 
£000s 

FHC 
£000s 

 
Total 
£000s 

Development Costs       

Capital Costs 1,662 370 2,032 

Advisor Fees 77 83 160 

Commission Costs 52 22 74 

Total Development Costs 1,791 475 2,266 

Annual Revenue Costs       

Net Depreciation 78 30 108 

Net Running Costs (excluding 
UC) 176 84 

260 

Unitary Charge Total 1,298 732 2,030 

Total Annual Revenue Costs 1,552 846 2,398 

Unitary Charge NHSG 123 73 196 

Unitary Charge SGHSCD 1,175 659 1,834 
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6.13. Financial Risks 
 
6.13.1. Financial risks are identified within the project risk register.  It is anticipated that 

the majority of these risks will be closed, or mitigated to reduced levels in the 
period leading up to Financial Close. 
 

6.13.2. The financial risks carrying the greatest impact are: 
 

 Stage 2 Pricing Report not issued and approved: the issue of this report 
has been delayed until after the completion of the FBC therefore there is a 
risk input costs used to calculate the Unitary Charge will change; 

  

 Late value engineering: the project has been subject to substantial value 
engineering due to a cost increase between stage 1 and stage 2 of the 
project development, there is a risk that those items of value engineering 
agreed will not materialise or that they will have an unidentified 
consequential cost; 

  

 Scottish Government Funding Requirement Understated: due to cost 
uncertainty there is a risk that funding support is understated, diligence 
has been applied in preparation of the funding requirements identified and 
mechanisms are in place to allow the actual financial close costs to be 
considered.  The model will be subject to change at Financial Close and 
will result in an update to the unitary charge costs set out in FBC; 

 

 Funding of the Project DBFM Co: there is a possibility that funding terms 
at Financial Close exceed the affordability caps identified for the project 
and/or that the preferred lender withdraws its offer.  The market lending 
rates and lender commitment to the potential funding deal will be 
monitored up to Financial Close to identify such a situation as early as 
possible if it transpires; and 

 

 Inflation: The UC figure will be partially subject to the impact of inflation 
over the life of the contract with reference to the Retail Price Index (RPI). 
This is standard practice. The risk of movements in the RPI remains with 
the Board for the duration of the Project. The Board will deal with this from 
its allocated resources and reserves set aside for inflationary purposes. 

 
6.13.3. NHS Grampian will continue to monitor these and other financial risks and 

mitigate the impact. 
 

 
6.14.  Value for Money (VFM) 

 
6.14.1. The UC included within the emerging hubCo Stage 2 submission has been 

scrutinised by external advisors as part of their due diligence towards their 
validation of the cost representing value for money at this stage and their initial 
statements are included as Appendices FC3 and F4. 
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6.14.2. The view of Currie & Brown (Technical Advisors) is that the Draft Stage 2 Pricing 
Report and subsequent Value Engineering, generally, provide Value for Money 
relative to prime cost comparator benchmark projects. 

 
6.14.3. The comparison with prime cost comparator benchmarks will however, be subject 

to a final review of the Stage 2 Report where ‘abnormals’ need to be fully detailed 
and necessary adjustments made to enable a like for like comparison with the 
benchmarks. Early indications are that, following identification of ‘abnormals’ that 
the benchmarking will be in proximity of the comparator project benchmarking. 

 
6.14.4. In terms of the commercial deal, our Financial Advisor has reviewed the key 

inputs underpinning components of the financial model used to calculate the UC 
with reference to representative pro-forma caps and current market intelligence.  
The optimisation of the financial model has also been reviewed and the key 
parameters are appropriate based on the financial model’s underlying 
assumptions.  

 
6.14.5. The view of the Financial Advisor is that the quoted UC is reflective of a VFM 

position at this stage. This assessment is made based on the understanding that 
the model’s cost inputs are consistent with those reviewed by the Board’s 
Technical Adviser and the view that the model’s financial assumptions which 
reflect the current market and the appropriate shareholder return as agreed 
through the Territory Partnering Agreement with Hub North Scotland. 

 
 
6.15.  Agreed Accountancy Treatment 
 
6.15.1. The Project will be delivered under hubCo DBFM Service Concession Contract 

over a 25 year term with NHS Grampian retaining all of the assets for no 
additional financial consideration at the end of the contract term. 
 

6.15.2. The DBFM contract is defined as a ‘Service Concession’ arrangement under 
International Financial Reporting Interpretation Committee Interpretation 12 
(‘IFRIC 12’) and will be “on balance sheet” in NHS Grampians accounts.  See 
Appendix FC5 for commentary on the IFRIC 12 assessment by NHS Grampian 
by Caledonian Economic (the Board’s Financial Advisor). 
 

6.15.3. The contract and payment mechanism follows the hub DBFM standard form 
which has been modified recently to ensure it delivers a “private sector” 
classification within the National Accounts under European System of Accounts 
(ESA) 2010 rules. This arrangement incorporates transfer of construction and 
availability risk and a ‘private sector’ delivery structure. The classification of the 
hub DBFM standard form ‘private classification’ is an evolving issue, however 
SFT have indicated that the revised form of the hubCo structure has addressed 
this is at this stage. The issue will be monitored by the Board through to Financial 
Close.  
 

6.15.4. NHS Grampian Statement of Accounts are prepared under International Financial 
Reporting Standards (IFRS) and will recognize on its balance sheet the cost, at 
fair value, of the property, plant and equipment underlying the service concession 
as a non current (tangible) fixed asset and record a corresponding long term 
liability associated with the financing arrangement.  The asset’s carrying value 
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will be determined in accordance with International Accounting Standards (IAS) 
16 subsequent to financial close but for planning purposes fair value is assumed 
to be the Operator Model construction cost, £21.660 million. 

 
6.15.5. Compensating additional Capital Resource Limit (CRL) cover will be required in 

financial year in 2016/17 (£13.2 million) & 2017/18 (£8.4 million) when the asset 
is recognised during construction and completion.  This value will be confirmed 
following agreement on Financial Close. 
 

6.15.6. The ‘lease rental’ paid on the long term liability will be derived by deducting all 
operating, lifecycle and maintenance costs from the contract amounts paid to the 
DBFM Co. The ‘lease rental’ UC will be split between repayments of the liability, 
interest charged on the liability and contingent rentals determined according to 
the indexation provisions in the project payment mechanism.  
 

6.15.7. The annual charge to the Statement of Comprehensive Net Expenditure 
(SOCNE) will consist of all operating, lifecycle and maintenance costs, contingent 
rentals, interest and depreciation calculated on a straight line basis. 
 

6.15.8. On the expiry of the contract term the Net Book Value of the asset will be 
equivalent to the residual value assessed in accordance with IAS 16.  
 

6.15.9. The equipment £1,080,000 procured to enable the project, from NHS capital 
resources, will be accounted for by NHS Grampian as a non current (fixed) asset. 
 

6.15.10.  The additional recurring revenue costs of £2,398,000 will be covered partly by 
revenue support funding from the SGHSCD (£1,834.000), third party 
contributions (£68,000) with provision identified within NHS Grampian’s Local 
Development Plan (LDP) to cover the balance (£496,000). 

 
 
6.16. Written Agreement of Stakeholder Support  - Current Position 
 
6.16.1. Regular meetings have been held with the GP Practices to provide an indication 

of the estimated additional costs.  
 
6.16.2. The GP Practices are engaged and have appointed legal teams to advise on the 

proposed Occupation Agreements and negotiations are at an advanced stage 
with finalisation not anticipated until Financial Close.   

 
6.16.3. Letters confirming Agreement in Principle to the costs associated with an 

Occupation Agreement for these new premises is included as Appendices CC1, 
CC2 and CC3.  

 
6.16.4. Foresterhill Health Centre will include a retail pharmacy and negotiations are 

ongoing to secure a commitment to the project. 
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THE MANAGEMENT CASE 
 
7.1.  The Management Case  
 
7.1.1. This section will provide an update and confirmation on the Project Management 

arrangements shown in the Outline Business Case (OBC) with the focus now 
shifting from the procurement phase to the detailed arrangements in support of 
the design, build and implementation, and commissioning phase. 
 

 
7.2. Project Structure and Organisation 
 
7.2.1. This remains the same as in the OBC however detailed below is the Project 

Structure followed by additional information on the Lead Officers for the Inverurie 
Health and Care Hub Project and Foresterhill Health Centre Project. 

 
Fig. MC1: NHS Grampian Governance Structure  
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Fig. MC2: NHS Grampian Project Structure  
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7.3. Key Roles and Responsibilities  
 
7.3.1. Table MC1 below indicates the lead officers for both the Inverurie Health & Care 

Hub and Foresterhill Health Centre Bundle Project. In addition to this information, 
a pro forma listing other key members of the project team, including their roles 
and experience are outlined in Appendix MC1. 
 

Table MC1: Roles and Responsibilities  

 
 
 

Main Responsibilities Named 
Person 

Experience and suitability for the post 

Senior Responsible Owner (SRO) 

To provide corporate leadership, support the 
Initial Agreement (IA)/Outline Business Case 
(OBC)/Full Business Case (FBC) through the 
approval process to Capital Investment Group 
(CIG), lead on external communication with 
Scottish Government and Members of Scottish 
Parliament (MSPs) etc, obtain funding and 
resources to ensure the projects delivery, 
negotiate on escalated issues with e.g. hubCo 
or NHS Grampian Board.  To support the 
Project Director and project team to deliver the 
project as agreed in the FBC and Project 
Agreement. 

  
Mr Alan 
Gray 

 
Member of the Institute of Chartered 
Accountants of Scotland. 
 
Deputy Chief Executive and Director of 
Finance for NHS Grampian and member of 
Board. 
 
Chair of the North of Scotland Territory 
Partnering Board. 
 
Chair of NHS Grampian Asset Management 
Group. 
 
Senior Responsible officer on first DBFM 
project under hub model in Scotland 
(Aberdeen Health Village). 
 
Senior Responsible officer on first joint 
project with two organisations under hub 
model in Scotland (Forres, Woodside and 
Tain). 

Project Director  

To lead and co-ordinate the project through all 
of its stages in collaboration with the project 
team, Service Management Team, Project 
Board, hubCo, and Scottish Futures Trust 
(SFT) from IA through New Project Request 
(NPR), Stage 1, OBC, Stage 2, FBC and 
Financial Close/start on site.  Ensuring that the 
deal is fit for purpose, consistent with the 
strategic objectives, affordable and 
demonstrates value for money.  To lead on the 
production and approval of the Scottish Capital 
Investment Manual (SCIM) compliant OBC and 
FBC to ensure successful completion of the 
facilities and bring into operation consistent 
with the project objectives and PA. 

Mr Stan 
Mathie-
son  

Member of the Royal Institution of Chartered 
Surveyors 
Post Grad Diploma in Project Management 
Prince 2 Qualified 
NEC Project Manager accredited 
 
7 years experience with NHS Grampian as 
Development Manager, Commercial 
Manager, Deputy Head of Property Asset 
Development. Currently Project Director. 

Previous experience in commercial, legal and 
development finance. 

Commercial Lead on Aberdeen Health 
Village and Forres Woodside and Tain 
Bundle 
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7.4. Independent Client Advisors 
 
7.4.1. The various parties noted below in Table MC2 have been appointed to provide 

specialist advice to NHS Grampian to support the delivery of the Inverurie Health 
and Care Hub and Foresterhill Health Centre Bundle Project. 

 
Table MC2: Independent Client Advisors  
 

Independent Client Advisors: 

Project Role: Organisation and Named Lead: 

Technical Advisor Currie & Brown UK Ltd 

Financial Advisor  Caledonian Economics Ltd 

Legal Advisor Pinsent Masons LLP 

Insurance Advisor Willis Group Ltd 

 
 
7.5. Contract Management  
 
7.5.1. NHS Grampian now has a number of hubCo Design Build Finance and Maintain 

(DBFM) Projects with 25 year operational contracts.  To provide resilient contract 
management for these projects, NHS Grampian has a Service Level Agreement 
(SLA) with the Contract Management Team at Aberdeen City Council (ACC), 
who have extensive experience of providing contract management services to a 
portfolio of revenue funded schools and have previously provided NHS Grampian 
with support on the first two hub DBFM projects at Aberdeen Health Village and 
the Forres, Woodside & Tain Community Health Bundle delivered in partnership 
with NHS Highland. 
 

7.5.2. This contract management service will be procured as a service delivered in 
partnership with ACC. NHS Grampian’s Authorities Representative retains overall 
accountability as defined within the Project Agreement (PA) but will delegate 
parts of the day to day operational contract management to the Contract 
Manager. 

 
7.5.3.  It is the intention of NHS Grampian to promote these arrangements for both the 

Inverurie Health and Care Hub and Foresterhill Health Centre. 
 

7.6. Role of Contract Manager between Contract Close and Operation 
 
7.6.1. Work with the FM Service Provider and NHS Service Managers to produce 

contract monitoring documents, agree policies and working arrangements 
including: 
 

 Risk Register; 

 Communications Plan; 

 Governance Structure; 

 Transition Plan; 

 Contract Admin Manual; 
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 User Guide; 

 Project Directory; 

 Contingency Planning; 

 NHSG Contract Obligations; 

 Information Strategy; 

 Help Desk Procedures; and 

 Staff Training (so that all users are able to engage appropriately with this 
new way of working, nurturing a joint working relationship with DBFM Co 
and the FM Service Provider). 

 
7.7. Role of Contract Manager during Operation 
 
7.7.1. The Contract Manager, under delegation of NHS Grampian’s Authorities 

Representative will be responsible for the management, auditing and co-
ordination of the Project Agreement to ensure due diligence in terms of the 
application of the Payment Mechanism and the performance management 
arrangements.  To co-ordinate activities between the DBFM Co/FM Service 
Provider and the building users to ensure the effective delivery of services the 
facilities includes in the Project Agreement. 

 

 To manage the Project Agreement on behalf of NHS Grampian; 

 To act as the key link between NHS Grampian FM Service Provider and 
the DBFM Co/FM Service Provider; 

 To ensure the FM Contract, policies and procedures are being adhered to 
by all parties; 

 To review and amend policy and procedure by mutual agreement with the 
FM Service Provider and DBFM Co; 

 To review regularly FM Service Provider performance with NHS Grampian 
Contract Team in preparation for Contract Meetings; 

 To review audit/performance data and undertake spot check audit as 
required; 

 To liaise with Finance Department to ensure accurate Pay Mech 
deductions consistent with performance criteria outlined in the contract 
Schedules 12 and 14 of the Project Agreement; and 

 To prepare reports for the DBFM Strategic Management Group. 
 

7.7.2. A flow chart detailing the Authorities Representative Escalation Process is 
included within Appendix MC2. 

 
 
7.8. Project Recruitment Needs  
 
7.8.1. The Board of NHS Grampian has invested significant financial and organisational 

resources in ensuring that it has sufficient capacity and capability to be able to 
effectively deliver and manage revenue funded infrastructure projects across the 
organisation. 

 
7.8.2. All project posts have been successfully recruited to and post-holders in place. 
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7.9. Project Programme 
 
7.9.1. Table MC3 below indicates the key Development milestones for each of the 

projects.  A copy of the more detailed project programme is included as 
Appendix MC3.  The Project programme has been developed by both Project 
teams over a number of months in dialogue, with SFT, the project’s financial, 
technical and legal advisors and hubCo. 

 
Table MC3: Development Milestones 
 

Activity Timescale 

Stage 2 Pricing Report May 2016 

FBC recommendation by NHS Grampian Asset 
Management Group (AMG) 

18th May 2016 

FBC Formal Approval by NHS Boards 2nd June 2016 

FBC submitted  to Capital Investment Group (CIG) 2nd June 2016 

Board presentation to CIG members 15th June 2016 

FBC Formal Consideration by CIG  28th June 2016 

Funding Letter from Scottish Government 15th July 2016 

NHS Grampian Board minute of 
understanding/Completion Documents  

4th August 2016 

Financial Close 15th August 2016 

FBC Addendum to NHSG Board September 2016 

FBC Addendum to SGHSCD October 2016 

  

Foresterhill  

Mobilisation of construction activities August 2016 

Start on Site  By end of September 
2016 

Completion/Technical Commissioning/Handover to Board December 2017 

Functional commissioning December 2017 

Bring into Operation (Clinical Services) January 2018 

  

Inverurie  

Mobilisation of construction activities August 2016 

Start on Site  By end of September 
2016 

Completion/Technical Commissioning/Handover to Board  April 2018 

Functional commissioning April 2018 

Bring into Operation (Clinical Services) May 2018 
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7.10. Change Management Arrangements  
 
7.10.1. This section will provide an update of any operational facilities Change 

Management arrangements included within the OBC.   
 

7.10.2. As detailed within the OBC the most significant redesign is within the Inverurie 
Health and Care Hub Project, these include: 

 

 Maternity Services; 

 Public Dental Services; 

 Radiology Unit; and 

 Facilities Maintenance. 
 

7.10.3. Discussions with the services have provided reassurance that from an 
operational perspective they are working with their staff and stakeholders to 
ensure a smooth transition or implementation of their service prior to occupation 
of the new building.  High Level Operational Change Plans for each of the above 
are included in Appendix MC4.  These plans include the following information: 
 

 Description of Service; 

 Lead Officer; 

 Service Issue; 

 Operational Change Plan:  Communication; Workforce; Training and 
Policies and Procedures; and 

 Stakeholder Sign Off.  
 

7.10.4. For Foresterhill Health Centre there will be no immediate service redesign.  
However the Facilities Maintenance Operational Change Plan for Inverurie 
Health and Care Hub will also be used for Foresterhill Health Centre.  The 
Benefits Realisation Plan in Appendix MC5 demonstrates the potential for 
service redesign after occupation of the new development. 

 
 

7.11. Benefits Realisation Registers and Plans 
 
7.11.1. A copy of the Benefits Realisation Registers and proposed Benefits Realisation 

Plans were previously included within the OBC.  Significant work has been 
carried out since the OBC to review each of the projects Benefits Registers and 
Realisation Plans to confirm that the individually identified benefits are still 
appropriate and viable.  This review was led by Project Team members with the 
full engagement of the stakeholders involved.  Agenda time at Project Team 
meetings was set aside for this work. 
 

7.11.2. A copy of the Benefits Realisation Registers and Plans, for each project, are 
included within Appendix MC5 and have been updated to confirm how and by 
whom each of the benefits will be monitored throughout the implementation stage 
of the projects and then evaluated as part of the projects evaluation processes.   
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7.11.3. The Benefits Register and Realisation Plans for both Inverurie Health and Care 
Hub and Foresterhill Health Centre will be reviewed regularly at the Project Team 
Meets and monitored as a standing item at the Bundle Project Board meetings. 

 

 
7.12. Project Risk Register 
 
7.12.1. Effective management of Project risks is essential for the successful delivery of 

any infrastructure Project.  A robust risk management process and risk register 
was identified and included within the OBC and has been effectively managed to 
reduce the likelihood of unmanaged risk affecting any aspect of the Project.  The 
risk register has been managed within the Project Team and is led by the Project 
Manager. 

 
 
7.13. Updated Risk Register  
 
7.13.1. In developing the Project Risk Register, the initial activities of the Project Team 

focused on establishing a range of project risks reflecting the scope of both 
projects.  The existing risk registers included within the OBC have been updated 
for any changes in assumptions and the impact of any control measures has 
been recorded.  Assessment of each risk has been updated to reflect if they are 
financial, non-financial or remain unquantifiable. 

 
7.13.2. All financial risks have been identified with an explanation as to why they remain 

within the project consistency, when they are most likely to occur and how they 
are being managed. 

 
7.13.3. The non-financial risks have been reduced to low or medium risk through 

appropriate control measures.  For those that remain High or Very High details of 
how they are being monitored and controlled and any burden to the potential 
success of the project has been identified. 

 
7.13.4. A copy of the updated Risk Register which is regularly monitored and reviewed 

by the Project Board is included as Appendix MC6. 
 
 
7.14. Commissioning 
 
7.14.1. Commissioning can be divided into two important and overlapping processes that 

need to be planned and coordinated to ensure the successful bring into operation 
of the new facilities.  
 

7.14.2. For clarity, commissioning has been described in two separate streams within 
this section of the Full Business Case (FBC): 

 

 Technical Commissioning; and, 

 Functional Commissioning (prepare to bring into operation). 
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7.14.3. Technical Commissioning: 
 

7.14.3.1. Technical commissioning of the facilities will be led by DBFM Co and will be 
completed prior to handover of the facilities to NHS Grampian.  NHS Grampian 
will work with DBFM Co to ensure the successful delivery of a detailed 
programme for each facility which will ensure readiness for the functional 
commissioning led by NHS Grampian to commence. 
 

7.14.3.2. A copy of the outline Technical Commissioning Programme for each of the 
projects is detailed in Appendix MC7. 
 

7.14.3.3. Technical commissioning and Completion Criteria is part of Schedule 10 of the 
Project Agreement.  As a result of recent construction issues in other projects, 
NHS Grampian will be ensuring there is more monitoring from a technical 
perspective through the NHS Grampian Estates Team. This will involve for 
example, an increase in site visits with more site observations at regular stages 
and liaison with the Authorities Representative. 

 
 
7.14.4. Functional Commissioning 

 
7.14.4.1. Functional commissioning of the facilities will commence following handover of 

each facility to NHS Grampian. It is envisaged at this stage that Foresterhill 
Health Centre will be handed over and commissioned in advance of Inverurie 
Health and Care Hub as the two projects will have quite different construction 
timetables due to scale and complexity.  NHS Grampian is in agreement that the 
two facilities are commissioned one at a time to ensure that adequate resources 
can be deployed to ensure the successful commissioning and bring into 
operation of both facilities. 

 
7.14.4.2. The commissioning of each facility will be managed as a single move which will 

be led and coordinated by the Commissioning Manager and Project Teams in 
close collaboration with the Operational Management Teams. 

 
 
7.15. Reporting Structure Aligned to Main Project Structure 
 
7.15.1. The functional commissioning of each facility will be led by the NHS Grampian 

Project Team. This task will be led by the Project Manager/Commissioning 
Manager supported by the Project Team. 
 

7.15.2. Figure MC3 overleaf outlines the planned reporting structure for commissioning 
activities.  The commissioning teams, led by the Commissioning Manager/Project 
Manager will include staff from operational management, facilities management 
and logistics, the HFS Equipping Service along with appropriate members of the 
Project Team. 
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Fig. MC3: Functional Commissioning Structure 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

7.16. Person Dedicated to Leading this Process 
 
7.16.1. The Project Manager and a number of Project Team members have extensive 

experience of commissioning primary healthcare facilities.  The Project Manager 
will take on the temporary role of Commissioning Manager. 
 

7.16.2. The Functional Commissioning Programmes for each of the projects Appendix 
MC8 covers the 1-2 year period from FBC approval until 3-6 months after bring 
into operation to ensure all activities are planned, coordinated and delivered and 
that all functional commissioning teething issues are resolved post occupation in 
discussion with operational management teams and DBFM Co. 

 
7.16.3. The Commissioning Manager will be responsible for: 

 

 With operational colleagues, planning for revised operational procedures 
to reflect changes to ways of working associated with the new buildings 
and redesign agenda; 

 With operational colleagues, preparing staff to work differently to deliver 
new procedures (including formal training); 
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 Confirming with the HFS Equipment Service and operational colleagues 
the new equipment to be specified and procured and the equipment to be 
transferred and to ensure its successful implementation; 

 Produce a comprehensive commissioning programme with clinical and 
logistic colleagues and to ensure its successful delivery; 

 To develop a detailed occupation plan with clinical colleagues to ensure 
the safe continuation of appropriate clinical services throughout the 
commissioning period; 

 Work with the security team to ensure that facilities are safe and secure 
after handover from DBFM Co and that appropriate operational 
procedures are implemented; 

 Agree a service reduction with the operational teams to facilitate the 
smooth relocation to the new facilities with as little disruption as possible 
to patients and staff; 

 To ensure a comprehensive plan to clean the building is in place and 
agreed with the domestic team and the infection control team; 

 To plan for, procure a removal company and supervise the removal of all 
equipment, furnishings and goods agreed to transfer; 

 To ensure with the Patient Focus Public Involvement Officer and 
stakeholder representatives within the Project Team that the public, staff 
and patients are briefed and clear about the relocation and occupation 
plan and what their role is in relation to it; 

 To arrange staff orientation and training for all staff who will work in each 
of the buildings and issue of security enabled badges; 

 To produce a comprehensive IT and telecommunications plan to make 
sure that all phones and computers etc. are operational in advance of staff 
and patient moves; 

 To coordinate the installation of an complex equipment, post handover 
e.g. imaging equipment, as agreed with DBFM Co and; 

 To plan for the accommodations being vacated to be emptied ready for re-
use or demolition, as appropriate. 
 

7.16.4. The Commissioning Manager will be supported by the wider Project Teams and 
Operational Management Teams to deliver the commissioning agenda in a 
planned and coordinated manner. 
 

7.16.5. In addition, the Health Facilities Scotland Equipping Service has been 
commissioned by NHS Grampian to support the process of equipment 
specification, procurement and commissioning of all new equipment.  A Service 
Level Agreement is in place and work to agree the equipment lists as part of the 
Room Data Sheet (RDS) development process is complete and finalised.  The 
completed equipment list has been used to inform the budget equipment cost 
outlined in Section 6.5.2 of the Finance Case. 

 
7.16.6. A copy of the HFS Equipping Process Flow and the Equipment Procurement 

Process are attached as Appendices MC9 and MC10. 
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7.17. Key Stages of Commissioning 
 

7.17.1. A detailed Functional Commissioning Programme has been developed for each 
of the projects and is included as Appendix MC8.  The high level plan developed 
for each project includes a 4-8 week period for the functional commissioning for 
each facility following handover from DBFM Co. 

 
7.17.2. Some of the key activities included in the Functional Commissioning Plan are: 

 

 Safety and security of facilities and staff; 

 Telecoms enlivenment; 

 Clinical clean; 

 New equipment installation; 

 Equipment Transfer; 

 Imaging equipment installation; 

 Staff orientation and training (including fire and security etc.); 

 Consumable Stock (including sterile products, stationary etc.); 

 Receipt and dispatch arrangements in place; 

 Equipment, furnishing etc; transfer arrangements in place; 

 Signage internal and external in place; 

 Media communication in place; and 

 Patient and staff information and other internet and social media 
communication.  

7.17.3. Examples of security and site induction arrangements are included as 
Appendices MC11 and MC12. 

 
 
7.18. Resource Requirements  
 
7.18.1. As outlined earlier in this section the role of Commissioning Manager will be 

taken up by the Project Manager for a temporary period.  The Project Managers 
whilst taking on this temporary role will be provided with full support from the 
Project and Operational Management Teams and will be supervised by the 
Project Director. 
 

7.18.2. The Commissioning Manager will lead on the commissioning of both projects. 
 
 
 
 
 
 
 
 
 
 
 
 
 



 7. The Management Case 
 

I&F FBC: V2 
15th July 2016  Page 100              

  

7.19. Project Evaluation 
 
7.19.1. This section will provide firm details of the Project Monitoring and Service 

Benefits Evaluation Plan. 
 

7.19.2. Evaluation of Inverurie Health and Care Hub and Foresterhill Health Centre will 
have two main strands: 
 

 Monitoring which involves the systematic collection and review of 
information while a project is proceeding; and 

 Evaluation which is the process of assessing the impact of a project after it 
has come to an end. 

7.19.3. When used in combination, they become an essential aid in realising, 
determining and sharing the success of any Project, refer to Figure MC4. 

 
 

Fig. MC4: Project Monitoring and Benefits Evaluation Process 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

7.20. Person dedicated to Leading This Process 
 

7.20.1. A number of people are involved in the monitoring and evaluation process. The 
project monitoring will be led by the Project Manager who will prepare and 
produce a Project Manager Report for consideration by the Project Board over 
the life of the project. Completion of this report will involve members of the 
Project Team, including e.g. Finance Manager, Service Managers and Technical 
Supervisors. A template of the Project Manager’s Report is included as 
Appendix MC13. 

 
7.20.2. The post project benefits evaluation will likely be led by an officer from the NHS 

Grampian Property and Assessment Management Team.  The benefits 
evaluation will however need support to be completed by specific operational 
management teams, health intelligence and property and asset management 
colleagues and will also involve feedback from staff, patients and other key 
stakeholders. 
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7.21. Project Monitoring 
 
7.21.1. The Project monitoring element covers the assessment of the technical aspects 

of the projects as they proceed through planning, implementation and final 
completion phases.  The main elements covered are: 
 

7.21.2. Project Costs 
 
7.21.2.1. Monitoring of project costs provides continuous assurance that appropriate cost 

control measures are in place and that actual costs are contained within the 
project budget. 

 
7.21.2.2. A Project Cost Monitoring Form providing a summary of how all capital equivalent 

investment and operational costs have developed from OBC stage through to 
FBC is attached in Appendix MC14.  An elemental Construction Cost Plan has 
also been attached in Appendix MC15 which provides a more detailed 
breakdown of the agreed Construction Costs at stage 2 design development and 
is consistent with the Building Cost Information Service (BCIS) cost plan 
standards. 

 
7.21.2.3. In the hub Design Build Finance and Maintain (DBFM) procurement the risk of 

cost increase is carried by the DBFM Co. Notwithstanding, at the end of the 
project implementation stage (e.g. end of construction) NHS Grampian will 
request that the DBFM Co provides an elemental analysis of final construction 
costs so that a detailed comparison between those costs reported at FBC and 
the actual final costs can be made.  This will utilise, as necessary, the information 
contained within the Construction Cost Plan to provide a detailed breakdown of 
any evident cost changes. 

 
7.21.2.4. The programme for assessing actual operational revenue costs will have to wait 

until a reasonable period after occupation for them to become typical, recurring 
costs.  The final review of these final revenue costs is therefore more likely to 
align with the Services Benefits Evaluation Programme. 

 
 
7.21.3. Project Programme 

 
7.21.3.1. Monitoring of project milestones will indicate whether initial programme estimates 

were overly optimistic or not, and then provide assurance that critical milestones 
will be delivered on time or identify any slippages that have occurred.  The 
potential impact on key interdependencies can then be reported. 
 

7.21.3.2. A Programme Monitoring Form is attached in Appendix MC16 which provides a 
summary of how the project’s key milestones have/have not altered over the 
planning and procurement stages between Outline Business Case and Full 
Business Case.  At project completion stage a further comparison will be carried 
out between FBC and actual milestones. 
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7.21.4. Project Scope Changes 
 

7.21.4.1. The most critical aspect of controlling project cost and time is to develop a clear, 
comprehensive and detailed specification and design that takes account of 
stakeholder service requirements.  To supplement this, a robust Change Control 
Plan is being developed and a draft is included within Appendix MC17.  The 
Change Control Plan will identify the control points and thresholds (i.e. cost 
limits) supported by the management arrangements responsible for overseeing, 
controlling and approving any changes. Due to the introduction of Integrated 
Joint Boards as of April 2016, further discussion around these limits and 
management arrangements is still ongoing. 
 

7.21.5. Health and Safety Performance 
 

7.21.5.1. Monitoring and review of health and safety performance will enable a full 
understanding of the adequacy of health and safety practice during the 
construction and commissioning of the project, as well as identify any lessons to 
be learnt on all future NHS Grampian projects. 
 

7.21.5.2. The Construction Design Management (CDM) coordinator appointed by DBFM 
Co will assess and report on the following: 

 

 Number of accidents occurring; 

 Number and percentage of those accidents coming under Reporting of 
Injuries, Diseases and Dangerous Occurrences Regulations (RIDDOR); 

 Number and percentage of those accidents occurring due to: 
o Operative not using required Personal Protective Equipment (PPE) 
o Ineffective PPE 
o Inadequate training of using PPE 

 Number of days lost due to injuries; and 

 Number of treatments carried out on site. 

7.21.5.3. NHS Grampian is also very aware, in particular with the Inverurie Health and 
Care Hub development that construction will be happening on a busy and live 
hospital site.  Although certain areas will be handed over to the Tier 1 Contractor 
for construction, some NHS Grampian employees will still require access to these 
sites for the purposes of Goods Dispatch and Receipt and Waste Management. 
 

7.21.5.4. Dialogue with the Tier 1Contractor has already commenced, to ensure that there 
are robust arrangements in place, regarding necessary access to the site by 
approved NHS staff. Access will be coordinated to ensure that the Health and 
Safety of the NHS Grampian and Tier 1 Contractor staff is paramount and that 
there is no disruption or delay to the construction works. 
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7.21.6. NHS Scotland Design Assessment Process (NDAP) and Achieving 
Excellence Design Evaluation Toolkit (AEDET) 

 
7.21.6.1. Monitoring and inspection of the quality, accuracy and progress of any project is 

expected to form part of a good practice approach to construction project 
management.  
  

7.21.6.2. NDAP provides an independent assessment of design quality and functionality, 
including technical and sustainability standards. The NDAP process is overseen 
by Architecture and Design Scotland (A+DS) who will provide CIG with a formal 
assessment at FBC. 

 
7.21.6.3. AEDET provides a scored review of design development involving stakeholders 

and is administered by Health Facilities Scotland (HFS) 
 

7.21.6.4. Baseline (AEDET) information was submitted as part of the OBC including an 
NDAP Statement for Inverurie. In further terms of NDAP, Foresterhill was treated 
as a transitional project and therefore did not require an assessment.  
 

7.21.6.5. Dialogue has continued with A+DS and HFS regarding the design of both 
projects and final AEDET workshops for both projects have been arranged for 7th 
June 2016 that will be led and facilitated by HFS.  Our A+DS and HFS 
colleagues have confirmed they will provide CIG with an updated NDAP and 
AEDET Statement. 

 
7.21.7. Final Project Monitoring Report 
 
7.21.7.1. A final Project Monitoring Report will be submitted to the Scottish Government 

shortly after project completion and will incorporate the following: 
 

 A Project Cost Monitoring Form (updating information provided within 
Appendices MC15 & MC15) which compares costs agreed within this 
FBC with actual outturn costs, giving reasons for any differences; 

 A Programme Monitoring Form (updating information provided in 
Appendix MC16) which compares the Programme milestones agreed 
within this FBC with actual dates achieved, giving reasons for any 
differences; 

 A summary of significant project scope changes between this FBC and 
project completion and their impact on the project; 

 A summary of health and safety performance throughout the construction 
and commissioning phases; 

 An overview of achievement of the project’s design objectives, design 
standards, user expectations, and recommendations for any future 
improvements; and 

 A final review of the management of risks throughout the project 
development. 
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7.22. Service Benefits Evaluation 
 
7.22.1. The rationale for a project will have identified the potential benefits to be gained 

from the successful delivery of the project.  These benefits will include those 
directly associated with service improvement, as well as others with a more in-
direct supporting influence.  All benefits within the Benefits Realisation Plans for 
both projects will therefore be assessed as part of the Service Benefits 
Evaluation Process.  This will also encompass the project’s impact on service 
delivery, activity and performance. 
 

7.22.2. The dates for Service Benefits Evaluation, the methodology to be used and the 
stakeholders involved are included as part of the Benefits Realisation Registers 
and Plans detailed in Appendix MC5. 

 
 
7.22.3. Meeting Stakeholder Expectations 

 
7.22.3.1. Meeting stakeholder expectations is part of the Benefits Realisation Plans for 

both Inverurie Health and Care Hub and Foresterhill Health Centre. 
 
7.22.3.2. The process being adopted is for each service to select stakeholder who are 

most capable of providing relevant insight into the success of the project from 
their perspective.  An exercise which clearly outlines what their original 
expectations are was carried out at the Benefits Realisation workshop on 29th  
January 2016 for both projects and formed part of the Benefits Register and the 
Benefits Realisation Plan.  In order to establish if these expectations have been 
met, techniques such as gaining feedback from questionnaires and structured 
interviews will take place. 

 
7.22.3.3. This part of the process will be led by the Patient Public Involvement Officer who 

is aligned to both Inverurie Health and Care Hub and Foresterhill Health Centre 
and has extensive experience of developing project specific questionnaires and 
structured interview questions. 

 
7.22.3.4. The aim of this evaluation is to gain a better understanding of user and 

stakeholder opinion on what they regard as a success, what could have been 
done better, what alterations to the facility may need to be made, and what 
improvements could be made to the benefit of future projects. 

 
 
7.22.4. Impact of Service Change 

 
7.22.4.1. As detailed earlier within this section, Operational Change Management Plans for 

both Inverurie Health and Care Hub and Foresterhill Health Centre have been 
developed and are attached in Appendix MC4. 

 
7.22.4.2. These plans will be the source document for comparing the expected impact 

against the actual impact of these projects on service activities. 
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7.22.4.3. The aim of this aspect of the evaluation is to review how successfully the 
Operational Change Management Plans were implemented but also what 
lessons can be learned to enhance similar change plans in the future. 

 

7.22.5. Service Activity and Performance 
 

7.22.5.1. An evaluation of the Operational Change Management Plans and the Benefit 
Realisation Plans will also demonstrate how well each of the projects has 
delivered against projected service activity and performance assumptions. 
 

7.22.5.2. The evaluation process will compare data on existing, proposed and actual 
service activity and performance associated with the projects. 

 
7.22.5.3. The outcome of this element of the evaluation will confirm the accuracy of service 

activity assumptions and that each of the projects have had a positive impact on 
service performance when compared with what would have happened from doing 
nothing. 
 
 

7.22.6. Service Benefits Evaluation Report 
 

7.22.6.1. The programme for submitting the Service Benefits Evaluation Report to the 
Scottish Government is set out and will be delivered in accordance with the 
Benefits Realisation Registers and Plans; proposed and actual service activity 
and performance outcomes. 

 

7.22.7. Lessons Learned 
 

7.22.7.1. The final stage of the process will bring to the fore the lessons to be learnt for 
future projects both within NHS Grampian and for the wider benefits of 
NHSScotland.  This will form the final concluding part of the Service Benefits 
Evaluation report and will include the following: 

 

 A summary from the evaluation information of what went well and why; 

 A summary of what could be improved upon gained from an overview of 
the evaluation results as well as from recommendations raised in any 
feedback process. 

 An action plan for disseminating these lessons learnt within NHS 
Grampian and across the wider NHSScotland.  
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8.  Foresterhill Health Campus Development Plan 
 

8.1. Arrangements exist for the management and governance of the development of 
Foresterhill Health Campus.  

 
8.2. A Health Campus Projects Overview Group, chaired by the Director of 

Modernisation has been established to coordinate all of the developments and 
works on the Foresterhill Campus to ensure all activities are delivered on 
programme and within budget.  The Overview Group monitors the following 
projects as reflected in appendix SC3: 

 
8.3. Baird Family Hospital- It is anticipated this will start on site first quarter of 2018. 

The site coloured light blue and numbered 1 on appendix SC3 is expected to 
accommodate The Baird Family Hospital, which will be in the region on 
20,000m2 in size. Given the scale of this building, it is expected that it will be 
complete and ready for occupation during the course of 2020.  

 
8.4. ANCHOR Centre- Due to the advances that the ANCHOR Centre required with 

existing LINACS and cancer services, the site that best provides for this is the 
one coloured mint and numbered 2 on appendix SC3. The ANCHOR Centre will 
be in the region of 6000m2 and, like The Baird Family Hospital, will be required to 
be open for patients during the course of 2020.  

 
8.5. Foresterhill Health Centre- As a consequence of the new Baird Family Hospital 

being required to be adjacent to the Royal Aberdeen Children’s Hospital, imaging 
and ITU (located in Phase 2, shown on appendix SC3), the site chosen for the 
Baird Family Hospital requires the existing Foresterhill Health Centre to relocate 
to a new site. The site identified for the new Health Centre (2500m2) is shown on 
appendix SC3, coloured orange and numbered 3. The new Health Centre will be 
required to be open by the third quarter of 2017.  

 
8.6. Multi-Storey Car Park- NHS Grampian have been offered and wish to accept 

the offer of a donation from the Wood Foundation to provide a multi-storey car 
park on the Foresterhill Health Campus site, which will provide an additional 1000 
car parking spaces. The multi-storey car park is expected to be ready to open to 
visitors and patients before the completion of any other projects. The submission 
of the planning application will include a Traffic Assessment for the Campus as a 
whole and will build on the Paramics model submitted with the Development 
Framework approved by the Council in 2008 and updated to reflect new planning 
policy guidance in 2013. The multi-story car park location is shown on appendix 
SC3, coloured green and numbered 4. Timescale for completion, 2nd quarter 
2016.  

 
8.7. Patient Hotel- The combined population of hospital staff, visitors, patients, 

students and teaching staff numbers approximately 12,000-15,000 persons daily 
on site. It is expected that this would be a budget type hotel with no conference, 
banqueting or leisure facilities. Whilst no funding has been currently identified to 
deliver this presently, the location of the site is coloured cream and numbered 6 
on appendix SC3. 
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8.8. Energy Sub-Station- NHS Grampian are likely to enter into a contract with Vital 
Energi for the provision of a new energy supply for the Foresterhill Campus site. 
This has already resulted in a planning consent for a new sub-station coloured 
pink and numbered 7 on appendix SC3. The new sub-station and wayleaves 
over the site are expected to be concluded by the fourth quarter of 2016.  

 
8.9. Existing Maternity Hospital- The existing Maternity Hospital, coloured red and 

numbered 8 on appendix SC3, will be demolished upon completion of The Baird 
Family Hospital. The future of that site for health and teaching purposes at this 
stage is yet to be defined. 

 
8.10. Life Sciences Centre- As with the Patient Hotel Project outlined in section 3.4.7 

no funding is currently available for this project. It is the desire of the University of 
Aberdeen to see the area coloured blue and numbered 11 on appendix SC3, 
developed for the next stage of research and development by creating a new Life 
Sciences Centre, adjacent to the existing Life Sciences Centre.  

 
8.11. In 2008 NHS Grampian and the Scottish Government approved the Foresterhill 

Health Campus Initial Agreement which set the direction for a wide range of 
clinical service and infrastructure improvements in the context of the wider NHS 
Grampian change programme. Also in 2008 the Board, in partnership with 
University of Aberdeen, developed a Framework for the Foresterhill Campus 
which set out a template for managing change on the Campus over the next 20-
30 years.  The Framework was based on NHS Grampian and University of 
Aberdeen’s approved preference for a staged approach to re-development over 
this period.  

 
8.12. In 2015 a summary of Overarching Proposal of Application Notice (PAN) was 

prepared and submitted to Aberdeen City Council Planning Authority for 
Consideration.  This document gives an overview of all projects planned for the 
Foresterhill Health Campus site over the next 5 years and contains relevant 
approval documentation.  

 
8.13. In 2014 initial approval was provided by the Scottish Government for the 

development of a new Women’s Hospital and Cancer Centre at the Foresterhill 
Campus in Aberdeen with the aim of completion in 2020. 

 
8.14. The Baird Family Hospital preferred site will be developed towards the west of 

the campus on the site of the existing Foresterhill Health Centre, allowing good 
access via a bridge link into ARI for imaging and ITU. In addition a bridge link will 
be developed to RACH to allow neonates to be easily transferred for paediatric 
surgery and to ARI for complex imaging. 

 
8.15. The relocation of Foresterhill Health Centre by 2017 is an enabling work which is 

on the critical path 
 
8.16. An appendix setting out these projects is included as appendix SC3. 
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INVERURIE HEALTH AND CARE HUB – LOCATION OPTION APPRAISAL 

 

 OPTION 1:  Do Minimum (backlog maintenance on Health Centre plus build CMU 

and X-ray) 

 

  

Benefit Criteria Weight Score Weighte

d Score 

1 Physical access to the building by public 

transport 

 

15 3 45 

2 Physical access to the building by car including 

parking spaces 

 

20 2 40 

3 Future expansion and flexibility 

 

15 1 15 

4 Deliverability of the project and certainty 

 

20 2 40 

5 Integration of health and social care 

 

10 1 10 

6 Collocation of the project with hospital services 

(efficiency) 

 

15 2 30 

7 Picturesque and safe environment  

 

5 2 10 

8 Community inclusion and proximity to local 

services 

 

5 3 15 

 Total 205 

Percentage of Maximum Available Score % 48.81% 
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OPTION 2:  Build Entire Project on Existing Hospital Site 

 

 

 

 

  

Benefit Criteria Weight Score Weighte

d Score 

1 Physical access to the building by public 

transport 

 

15 3 45 

2 Physical access to the building by car including 

parking spaces 

 

20 3 60 

3 Future expansion and flexibility 

 

15 4 60 

4 Deliverability of the project and certainty 

 

20 4 80 

5 Integration of health and social care 

 

10 3 30 

6 Collocation of the project with hospital services 

(efficiency) 

 

15 4 60 

7 Picturesque and safe environment  

 

5 3 15 

8 Community inclusion and proximity to local 

services 

 

5 2 10 

 Total 360 

Percentage of Maximum Available Score % 85.71% 
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OPTION 3:   Build Entire Project in a Town Centre Location 

 

 

 

 

  

Benefit Criteria Weight Score Weighte

d Score 

1 Physical access to the building by public transport 

 

15 3 45 

2 Physical access to the building by car including 

parking spaces 

 

20 3 60 

3 Future expansion and flexibility 

 

15 1 15 

4 Deliverability of the project and certainty 

 

20 2 40 

5 Integration of health and social care 

 

10 2 20 

6 Collocation of the project with hospital services 

(efficiency) 

 

15 1 15 

7 Picturesque and safe environment  

 

5 2 10 

8 Community inclusion and proximity to local services 

 

5 3 15 

 Total 220 

Percentage of Maximum Available Score % 52.38% 
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OPTION 4:   Dual Site – with CMU and X-ray to be Built in the Existing Hospital 

Grounds and Main Medical Practice and AHPs Within a Town Centre Site 

 

 

Benefit Criteria Weight Score Weighte

d Score 

1 Physical access to the building by public transport 

 

15 3 45 

2 Physical access to the building by car including 

parking spaces 

 

20 3 60 

3 Future expansion and flexibility 

 

15 3 45 

4 Deliverability of the project and certainty 

 

20 2 40 

5 Integration of health and social care 

 

10 1 10 

6 Collocation of the project with hospital services 

(efficiency) 

 

15 1 15 

7 Picturesque and safe environment  

 

5 2 10 

8 Community inclusion and proximity to local services 

 

5 3 15 

 Total 240 

Percentage of Maximum Available Score % 57.14% 
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OPTION 5:  Build in a Peripheral Location 

 

Benefit Criteria Weight Score Weighte

d Score 

1 Physical access to the building by public transport 

 

15 2 30 

2 Physical access to the building by car including 

parking spaces 

 

20 4 80 

3 Future expansion and flexibility 

 

15 4 60 

4 Deliverability of the project and certainty 

 

20 2 40 

5 Integration of health and social care 

 

10 2 20 

6 Collocation of the project with hospital services 

(efficiency) 

 

15 1 15 

7 Picturesque and safe environment  

 

5 3 15 

8 Community inclusion and proximity to local services 

 

5 1 5 

 Total 265 

Percentage of Maximum Available Score % 63.10% 
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*due to the poor image quality of the following Plan, please find clearer images 

embedded below, if required: 

I&F Bundle Indicative 
Programme V1 01JUN16.pdf
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Inverurie and Foresterhill 

Activity OBC FBC Details of variance 

OBC approved NHSG Board Aug 
2015 

Aug 
2015 

 

OBC issued to CIG Aug 
2015 

Aug 
2015 

 

NDAP & AEDET reviews 
forwarded to CIG 

Aug 
2015 

Aug 
2015 

 

OBC presentation to CIG Aug 
2015 

Aug 
2015 

 

SFT key stage review 
forwarded to CIG 

Sept 
2015 

Sept 
2015 

 

CIG Meeting Sept 
2015 

Sept 
2015 

 

OBC Funding letter from 
SG 

Sept 
2015 

Sept 
2015 

 

Stage 1 approval by NHSG Oct 
2015 

Oct 
2015 

 

Foresterhill planning 
consent 

Jan 
2016 

Mar 
2016 

Planning submission held up by 
Aberdeen City Planning officers.  

Inverurie planning consent Feb 
2016 

April 
2016 

Planning submission determined 
by Aberdeenshire Council 
committee meeting in lieu of 
officer recommendation 

Stage 2 price submitted Feb 
2016 

May 
2016 

Affordability issues on the capital 
build cost of both Inverurie & 
Foresterhill impacted on 
programme/VE workshops 
required to resolve 

Stage 2 sign-off by hub 
Board 

March 
2016 

June 
2016 

Remainder of programme 
delayed due to affordability at 
stage 2  

Formal Stage 2 submitted March 
2016 

June 
2016 

 

Commercial close of price March 
2016 

June 
2016 

 

FBC approved NHSG Board March 
2016 

June 
2016 

 

FBC issued to CIG March 
2016 

June 
2016 

 

Final AEDET review 
Foresterhill 

April 
2016 

June 
2016 

 

Final AEDET review 
Inverurie 

April 
2016 

June 
2016 

 

NDAP review for Inverurie April 
2016 

June 
2016 

 

NDAP & AEDET reviews 
forwarded to CIG 

April 
2016 

June 
2016 

 

SFT key stage review 
forwarded to CIG 

April 
2016 

June 
2016 
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FBC presentation to CIG April 
2016 

June 
2016 

 

CIG Meeting April 
2016 

June 
2016 

 

SG confirmation of FBC May 
2016 

July 
2016 

 

Stage 2 approval by NHS 
Board 

May 
2016 

July 
2016 

 

Dry run of financial close 
protecols 

May 
2016 

Aug 
2016 

 

Financial Close May 
2016 

Aug 
2016 

 

Inverurie mobilisation/pre 
works 

June 
2016 

Aug 
2016 

 

Foresterhill 
mobilisation/pre works 

June 
2016 

Aug 
2016 

 

Foresterhill construction 
start 

July 
2016 

Sept 
2016 

 

Inverurie Construction 
start 

July 
2016 

Sept 
2016 

 

Foresterhill construction 
complete 

Oct 
2017 

Dec 
2017 

 

Foresterhill functional 
commissioning & training 

Oct 
2017 

Dec 
2017 

 

Foresterhill Services 
Commencement 

Nov 
2017 

Jan 
2018 

 

Inverurie construction 
complete 

Dec 
2017 

March 
2018 

 

Inverurie functional 
commissioning & training 

Dec 
2017 

March 
2018 

 

Inverurie Services 
Commencement 

Jan 
2018 

April 
2018 
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A+DS Architecture and Design Scotland 

A&E Accident and Emergency  

ACC Aberdeen City Council 

ADB Activity Data Base 

AEDET Achieving Excellence Design Evaluation Toolkit 

AHP Allied Health Professional 

AMG Asset Management Group 

AR’s/ACR’s  Authority (Construction) Requirements 

BREEAM Building Research Establishments Environmental 
Assessment Method for Healthcare 

CAPEX Capital Expenditure 

CDM Construction Design Manager 

CEL Chief Executive Letter 

CHP Combined Heat and Power  

CIG Capital Investment Group 

CLO Central Legal Office 

CMU Community Maternity Unit 

CRL Capital Resource Limit 

CSF Critical Success Factors 

Datix Patient Safety Incidents Healthcare Software 

DBFM Design, Build, Finance and Maintain Contract 

DBFM Co Special purpose vehicle established for the project 

DCF Discounted Cash Flow 

DDA Disability Discrimination Act 

EAC Equivalent Annual Costs 

eHealth Healthcare practice supported by electronic processes 
and communication 

EPC Energy Performance Certificate 

ESA European System of Accounts 

FBC Full Business Case 
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FHC Foresterhill Health Centre 

FM Facilities Management 

GEM Generic Economic Model 

GHG Green House Gas 

GIFA Gross Internal Floor Area 

GMS General Medical Services 

GP General Practitioner 

H&SCP Health and Social Care Partnership 

HAI SCRIBE Healthcare Associated Infection System for Controlling 
Risk in the Built Environment 

HFS Health Facilities Scotland 

hubCo hub North Scotland Limited 

IA Initial Agreement 

IAS International Accounting Standards 

IFRIC International Financial Reporting Interpretation 
Committee 

IFRS International Financial Reporting Standards 

IHCH Inverurie Health and Care Hub 

ITU Intensive Treatment Unit 

JK Japanese Knotweed 

KSR Key Stage Review 

L&I Lochgilphead and Inverurie 

LA Local Authorities 

LDP Local Delivery Plan 

MDT Multi-Disciplinary Team 

MSC Major Service Change  

MSP Member of Scottish Parliament 

NDAP NHSScotland Design Assessment and Review 
Process 

NHSG National Health Service Grampian 
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NHSS NHSScotland 

NPC Net Present Cost 

NPD Non-Profit Distributing (Delivery Vehicle)  

NPR New Project Request 

OBC Outline Business Case 

OJEU Official Journal of the European Union  

OMT Operational Management Team 

PA Project Agreement 

PAMS Property and Asset Management Strategy 

PAN Proposal of Application Notice 

Paramics Transport modelling and traffic simulation 

Pay Mech Payment Mechanism 

PD Project Director 

PEP Project Evaluation Plan 

PMCUC Predicted Maximum Cost Unitary Charge  

PPE Personal Protective Equipment 

PSDP Private Sector Development Partner 

RDD Reviewable Design Data 

RDS Room Data Sheets 

RIDDOR Reporting of Injuries, Diseases and Dangerous 
Occurrences Regulations 

RPI Retail Price Index 

SALT Speech and Language Therapy 

SCIM Scottish Capital Investment Manual 

SFT Scottish Futures Trust 

SGHSCD Scottish Government Health and Social Care 
Directorate 

SHTM Scottish Health Technical Manual 

SIMD Scottish Index of Multiple Deprivation 

SOA Schedule of Accommodation 



                                                                                                    10. Appendices 
 

I&F FBC: V2 
15th July 2016  Page cccxl              

  

SOCNE Statement of Comprehensive Net Expenditure 

SPG Supplementary Planning Guidance 

SPV Special Purpose Vehicle 

The Authority NHS Grampian 

TPA Territory Partnering Agreement 

TUPE The Transfer of Undertakings (Protection of 
Employment) 

UC Unitary Charge 

VAT Value Added Tax 

VFM Value for Money 

 

 
 

 


