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Agenda Item: 69/13 
 
Trust Board Briefing, September 2013 
 
Combined Heat and Power Project Briefing 
 
Presented by: Louise Gaffney 
 
 
1. Purpose  
1.1 To update the Board on revisions to the Combined Heat & Power (CHP) Project business 

case; gain endorsement; and to update on project delivery progress. 
 
2. Background: CHP Governance and Contract 

 
2.1 The Trust successfully applied for £2.9m of Public Dividend Capital (PDC) capital funding 

from the Department of Health (DH) to fund the delivery of a CHP Plant at Watford 
General Hospital (WGH) in 2012/13.  The funding came with a number of delivery timeline 
caveats, which necessitated accelerated project implementation approaches.  The Trust 
received c£1.3m in 2012/13 and the remaining £1.6m in 2013/14.  This aligns to agreed 
spend profiles. 

 
2.2 A detailed business case was generated (May 2013) post confirmation of the grant of 

these funds, as the application had been made using a preliminary “feasibility study”, 
prepared by an external professional consultancy using a virtual model of energy 
consumptions for the facilities to be supplied.  The business case was retrospective, as it 
was also generated after works had started on site.  This case was commissioned and 
approved by the Project Steering Group, before submission to the Trust Finance 
Committee, where it was endorsed. However, a recent thorough review of the minutes of 
the Trust Board has identified that there is no mention of the CHP Project.  This is a pre-
requisite for the CEO to sign the Stage 4 contract. 
 

3. Current Position 
 

3.1 The project can maintain momentum without formal signature of the Stage 4 contract; 
however, the financial risks of change and other detailed contractual risks remain with the 
Trust until the Stage 4 contract is completed.  The Project Director recommends that the 
Trust signs the Stage 4 contract at the earliest possible opportunity to mitigate these risks.   
 

3.2 An “out-turn cost” of £2.9m for the scheme was agreed as the target for our 
NHSProCure21+ contractor, however, it should be noted that following the tender of one 
of the construction packages, the anticipated outturn cost increased by £480k to c£3.4m.  
At this stage, in order to maintain project delivery and agree an affordable Guaranteed 
Maximum Price, a single affordable scheme had to be selected, so that the 
implementation of the scheme can continue prior to reviewing the benefits of increasing 
the investment total to achieve the full benefits of the scheme.  This will be covered in a 
separate submission.  The proposed Stage 4 contract is affordable within the £2.9m 
funding achieved, but will not deliver the full scale of benefits identified in the business 
case.   
 

3.3 There is a review underway of the value for money for the additional £500k investment, 
involving the Director of Finance, for which the indication is that significant additional 
financial benefits will be delivered.  The requirement for this additional £500k capital is 
reflected in the capital tracker received by Trust Leadership Executive (TLEC) on 5th 
September 2013.   
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4. CHP Project Delivery Update 
 

4.1 Regular “Highlight Reports” are prepared by the Project Manager and received by the 
Project Steering Group, shared with the Capital Programme for governance.  In summary, 
key progress is as follows: 

 

 CHP engines delivered, installed and approaching readiness for commissioning 

 HV transformers delivered, installed and approaching readiness for commissioning 

 Waste heat boilers delivered, installed and approaching readiness for 
commissioning 

 Steam service cut-ins completed, with minimal disruption to Trust services 

 Project remains on timeline to be operational by early December  

 Scope issues relating to reinstatement of the heat distribution network can be 
covered by a Compensation Event, dependent on the decision to invest the 
additional £500k.   

 
5. Recommendations 

 
5.1 The Board is asked to: 

 Note the Project progress report 

 Support an exceptional request that the Trust Board retrospectively endorse the 
Business Case and contract signature of the Stage 4 contract, noting the unusual 
circumstances of the project funding and the extensive change in executive posts 
and governance structures during the life of the Project as contributing reasons for 
the current situation.   

 
 

 
 
Louise Gaffney 
Director of Strategy & Infrastructure 
September 2013 
 
 
  
 


