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TRUST BOARD MEETING 6th  SEPTEMBER 2007
“DELIVERING A HEALTHY FUTURE IN WEST HERTFORDSHIRE” FULL 

BUSINESS CASE – REPORT ON CAPITAL COSTS

Introduction

1 The August Trust Board approved the Full Business Case for Delivering a 
Healthy Future.  This approval was on the basis of capital expenditure of 
£39.0 million for the preferred option against a cost of £41.4 million for a 
Traditional Build option.

2 At the time of the Trust Board decision the SHA requested further detailed 
work on the capital costs before it was in a position to approve the scheme.

3 Subsequent to the board meeting the Trust has received updated information 
from the suppliers of the modular build and reviewed its costs for transfer of 
equipment.

4 This report summarises the impact of the further changes on the capital costs 
and recommends the Trust Board approves the revised cost of the preferred 
option.

Capital Cost Changes

5 As a result of the changes requested by the SHA theTrust’s cost advisers 
have reworked the capital cost forms on a Departmental Cost Allowance 
Guidance basis  (DCAGs)  As a result of this the capital cost for the 
Traditional build has increased.  It has increased by a smaller amount for the 
Modular build as the modular build costs are based on figures provided by the 
modular build supplier (Yorkon) as opposed to DCAGs.  However there is a 
small increase in the element of the equipment allowance for which the 
Modular Build supplier is not responsible. 

6 Since the August Trust Board, Yorkon has provided a revised quote, which 
reflects capital cost inflation due to the delay in the scheme of £184,000.

7 Both options now include a further provision for the transfer of furniture and 
equipment  from Hemel Hempstead, which was omitted from the original cost 
forms.  The changes in costs are summarised in the table below:

Cost element Modular Build £m Traditional Build £m
Original Capital Cost 39.02 41.40
DCAG allowances 0.12 2.67
Yorkon Inflation 0.18
Removal costs 0.23 0.23
Revised Total 39.55 44.30



 
Impact on Revenue 

8 If the Trust is required to borrow a further £530,000 as Interest Bearing Debt. 
The additional cost in the first year of borrowing would be £30,000 and thus 
would not effect the financial analysis in the Business Case (which is rounded 
to the nearest £100,000).  However it is proposed that the increase is funded 
from the Trust’s capital programme, with the consequence of no further 
interest payments.   This will further address the SHA’s view that the Trust 
needs to make a commitment to the funding of the scheme from its own self 
generated resources. 

Impact on Economic Analysis

9 The revised capital costs make the difference between the Modular build and 
Traditional build options larger.  The change is not significant in judging the 
Do Nothing against the Modular Build.

Recommendation

10 It is recommended that the Trust Board re-approve the FBC for Delivering a 
Healthy Future based on the revised capital cost figures assuming the 
increase of £530,000 is funded through the Trust’s capital programme. 
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