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	Main Report

	Background and current situation:

	Purpose of this report
This paper aims to present the Full Business Case (FBC) from Velindre University NHS Trust (VUNHST) for the new Velindre Cancer Centre (nVCC), a replacement hospital to be developed in Cardiff to provide specialist oncology services for the population of South East Wales. The Board are asked to discuss the additional revenue costs associated with the new centre, related to estates, facilities and digital and agree the conditions for approval of the FBC. 

The FBC was approved by the VUNHST Board on 31st January 2023

Background
As explained by VUNHST on its website:
“There are more and more people being diagnosed with cancer. But Wales has some of the lowest survival rates in the western world.  The system as it stands is not working as best it should. The NHS is not diagnosing cancer early enough. The 60-year-old Velindre Cancer Centre does not have the facilities or space it needs. We’re not giving every patient the best possible service joined up close to home wherever they live and we’re not preventing enough cancer in the first place.

So, across the system, whatever our roles and wherever we are based, organisations are coming together to improve cancer services.  The Trust is working to build a new Velindre Cancer Centre with a satellite radiotherapy centre in Abergavenny and to make the most of the opportunities digital technology brings. 

In future we will prevent cancer in the first place where we can. We will diagnose cancer earlier to improve the chances of curing it. We will treat more patients and help more people live longer with cancer. And we will treat more patients closer to home.”

The key drivers supporting the case for change are articulated in the FBC:

· The Welsh Government’s health and cancer policy to improve the quality of cancer treatment and care; to further improve the experience of care; and patient outcomes.
· Continuing growth in the incidence of cancer and the demand for cancer services across Wales; with incidences expected to grow at approximately 2% per annum. 
· The role of Velindre Cancer Services and Velindre Cancer Centre in the South-East Wales region as being the sole provider of highly specialist non-surgical tertiary oncology for the resident population.
· The need to keep pace with the advances in treatments and technology which support the provision of cancer care that achieves the required clinical standards.

The limitations of the existing VCC fabric and functionality are stated as:
i. The existing Velindre Cancer Centre has insufficient space and if built on a ‘like for like’ basis, and in line with Health Building Notes (HBN’s), it would have a footprint of circa 28,000m2 compared to the existing building footprint of 17,777m2;
ii. The existing Velindre Cancer Centre (VCC) has no expansion space. For example, the Trust could not install any additional linear accelerators, which limits the Trust’s ability to expand its radiotherapy capacity in response to increasing demand for its clinical services.
iii. A high proportion of accommodation at the existing VCC is non-compliant with statutory requirements and creates challenges in maintaining high levels of patient safety and confidentiality.
iv. The existing patient environment at the VCC is sub-optimal in promoting patient dignity, experience and well-being.
v. The existing VCC has limitations in its ability to provide the most up to date treatments for patients to support improved outcomes and quality of life. 
vi. There is insufficient car parking at the existing VCC

In 2015, VUNHST established the Transforming Cancer Services in South East Wales Programme. The programme’s objectives are to:
· Provide patients and carers with quality services that deliver optimal outcomes
· Deliver sustainable cancer services to the population in the most effective way
· Be a leader in education, research, development and innovation
· Comply with relevant standards

In September 2022, the Health Board gave its support to two capital and revenue investment full business cases related to oncology services:
· Integrated Radiotherapy Solution to replace the existing 8 linear accelerators 
· Radiotherapy satellite centre at Neville Hall Hospital in Abergavenny to provide additional capacity to meet future needs

Both of these cases are with Welsh Government for the Minister to decide on.  Additionally, enabling works for the new Velindre Cancer Centre have begun, supported by a £28m investment by Welsh Government.

[bookmark: _GoBack]CAVUHB is working closely with Velindre and other regional partners to drive the Transforming Cancer Services programme forward, through the South East Wales Cancer Collaborative and a formal partnership with Velindre, overseeing the implementation of the Nuffield report recommendations. This includes the management of higher risk patients and treatments and development of collaborative research facilities which need to take place on an acute hospital site. Associated with this work programme, a CAVUHB capital business case is in progress to develop the BMT and Haematology services, the Acute Oncology Service and a Joint Centre Research Hub. 

Velindre commissioned advice from the Nuffield Trust on the proposed model for non-surgical tertiary oncology services. The Nuffield Report stated that stand alone cancer centres are no longer the preferred model and most new cancer centres are co-located with acute hospitals. However, given the condition of the Velindre estate and the timescales for the new UHW, the nVCC proposal represented the most appropriate solution at the time of the report in December 2020. 

It should be noted that a strategic review of Mount Vernon Cancer Centre in Hertfordshire by NHS England, concluded that stand alone cancer centres not on an acute hospital site need more clinical staff to manage the risks associated with patients becoming acutely unwell. It is recognised that with the increasing toxicities associated with innovative new treatments, such as immunotherapy, that this is a growing risk.
Current Situation
The Outline Business Case was approved by health boards in 2018.  An update to the OBC was requested by Welsh Government in 2020 and agreed by WG in 2021, although this update was not circulated to health boards until recently. This approval has led to the development of the Full Business Case and progression to procurement using the WG Mutual Investment Model (MIM). A strategic partner has been secured, the ACORN Consortium, and the design phase has been completed enabling the finalisation of the costs for the FBC. Financial close for the deal is scheduled for March 2023, but can only take place once the FBC is approved by the Minister. The MIM funding model for the nVCC is part of a Welsh Government pilot of three schemes and this will enable release of capital funding from the Welsh Government treasury not the Health and Social Services capital budget, and if this scheme is not approved, this funding might not otherwise flow to health schemes. Approval of the capital components of the business case are the responsibility of Welsh Government as they will be responsible for the annual service payment over the 25-year life span of the MIM agreement.

As part of the development of the OBC, the Velindre and Health Board DoFs agreed a Financial Framework that focused on the investment dependent costs to facilitate decisions relating to replacement of the existing Velindre Cancer Centre with a new hospital, i.e. only costs driven by the new hospital investment decision were considered and costs driven by activity demand growth or other factors that are a constant for all options were not considered in the OBC.

This Financial Framework was the model through which the Financial Case in the OBC was constructed and scrutinised.  The revenue costs were separated into:
(a) the additional fixed infrastructure costs of the new building; and
(b) the variable clinical costs of modelled demand growth.

The OBC focused on Commissioner funding agreement around (a) and set down an approach to address (b) through the development of the new commissioning Long Term Agreement (LTA) framework, which was agreed separately by DoFs and is now in operation. 

The Health Board approval of the Transforming Cancer Services OBC was for support of total additional revenue costs of £3.1m recurrent and £1.7m non-recurrent, of which the CAV UHB share would be £0.9m recurrent and £0.5m non-recurrent. However, this included costs for the Integrated Radiotherapy Solution Business case, which has been approved separately and will be excluded from the nVCC FBC. 

There are modest financial benefits of the nVCC, which are articulated in the economic case and these are around improved recruitment and retention, additional income from learning and innovation, improved facilities with greater flexibility and compliance and sustainability benefits from a more energy efficient solution. However, it is recognised that a new build cancer hospital will replace a poorly functioning space that does not meet modern standards. There will be qualitative benefits in terms of a great environment for patients and staff with improved adjacencies and better patient flow and experience. It will provide opportunities to grow learning, training and research and facilitate different models of delivery, such as CAV@Velindre, with other cancer services being delivered from the new facilities. The health board has developed a joint clinical model in line with the Nuffield report recommendations to facilitate improved patient pathways and effective use of shared facilities. 

Drivers for additional costs of the nVCC
The majority of the increased costs are associated with the c.70% increase in floor space. The baseline costs represent the current 17,777 sqm of VCC, with the revised costs for the proposed 30,192 sqm. This has been refined with ACORN and is a decrease from the OBC estimate of 30,689 sqm. The increased floorspace is driven by the current capital planning guidance from Welsh Government, plus additional capacity based on the demand modelling for the TCS programme.

The bases for the increased costs are transparent, understood and accepted, albeit that there will be further scrutiny on the detail and the basis for the proposed footprint. Unless the proposed footprint of the centre is reduced, it is unlikely that the costs will reduce significantly and there are likely to be further increases with the current energy price volatility and ongoing inflationary pressure. 

The FBC includes three key drivers of increased recurrent revenue costs over and above the OBC relating to the building. These are:
· The switch to a fully electric solution to meet WGs sustainability agenda, which is more expensive than gas. 
· Digital Costs to maximise digital potential of the nVCC
· Increased costs associated with equipment maintenance, reflecting new contracts and intelligence from the radiotherapy procurement exercise. 

In addition, there are non-recurrent revenue costs associated with the temporary dual running of both sites, connected with senior clinical support specifically for nuclear medicine. 

We know from our own experience with the CHfW, that there are increased revenue costs associated with a new hospital and we are likely to be incorporating integrated digital and net zero solutions into our own case to replace UHW, so it might be helpful to embed these principles into the decision-making process for large capital investments. 

	Executive Director Opinion and Key Issues to bring to the attention of the Board/Committee:

	
To put the increased costs into context the current annual LTA with Velindre is £23.7m comprising: 
· Core services £10.4m 
· High Cost Drugs £13.3m

The additional revenue costs outlined in the FBC will not be incurred until 2025-26; if there are no further delays with the build, then there would have been a part year effect in the final year of an IMTP produced this year, but CAVUHB has produced an Annual Plan for the coming year. 

The summary recurrent investment requirements are:
· Original nVCC OBC				c£7.5m
· Removal of IRS equipment maintenance	(c£1.0m)
· Adjusted OBC costs				c£6.5m
· Inflation on the OBC costs			c£1.7m
· Additional investment				c£1.7m
· Other (movements)				c£0.8m
· TOTAL						c£10.7m
The detailed costs associated with the proposal are included in the Full Business Case and summarised in the Velindre Cover Paper (Appendix 1) which is included to provide further information and background. The VUNHST cover paper provides a summary of the whole case for all commissioning health boards and suggests some recommendations. This should be read alongside this paper, which focuses on the implications for CAVUHB and makes recommendations in line with our governance and strategic priorities.  

The FBC is made up of five separate cases; Strategic Case, Management Case, Financial Case, Economic Case and Commercial Case. Unlike a usual capital approval process, the MIM process means that VUNHST are still in a live procurement phase with Acorn. This will continue until the final deal is agreed on, along with a translation of this into the corresponding Commercial Case. As such there are parts of the other four cases which the Acorn consortia should not have sight of as it would weaken the NHS’s commercial position, or contain information which the procuring authority must keep in commercial confidence. As a result, the Strategic Case and the Management Case are provided as supporting documents for the public session and the Financial Case and the Economic Case, plus the appendices for the Strategic and Management Cases will be provided for the private session. A summary of how the cases will be presented is shown below. 

	Component Business Cases

	Strategic Case, including appendices
	Public - Supporting Papers

	Management Case, excluding appendices
	Public - Supporting Papers

	Strategic Case appendices
	Private - Supporting Papers

	Management Case appendices
	Private - Supporting Papers

	Financial Case, including appendices
	Private - Supporting Papers

	Economic Case, including appendices
	Private - Supporting Papers

	Commercial Case
	Still in negotiation with WG, VUNHST and Acorn. Commissioning health boards will receive the case for noting once agreed.


 
Summary of the Movement in Recurring Revenue Costs

The movement in recurring revenue costs primarily relate to utility costs (electricity), equipment maintenance, and insurance.

Table 14 - Movement in Recurring Revenue Costs for Commissioners
	Cost Category
	FBC Costs
	OBC Inflated
	Movement

	
	£000
	£000
	£000

	Soft FM
	2,905
	2,684
	222

	Hard FM
	901
	1,026
	-125

	Utilities
	1,880
	1,303
	577

	Rates
	1,043
	1,297
	-254

	Equipment Maintenance
	1,601
	1,129
	472

	IM&T Maintenance
	251
	562
	-311

	Digital
	297
	0
	297

	Insurance
	450
	252
	198

	Recurring Revenue Costs
	9,327
	8,252
	1,075


Note: All costs are at 2022-23 price levels. 

This excludes two key areas of predicted additional expenditure which Velindre are proposing to seek funding from alternative sources. These are:

[bookmark: _Hlk125475444]Premium for a net zero building - £961k
As this is to meet the Welsh Government targets for net zero, Velindre are proposing to seek support from Welsh Government to meet these costs. It is recommended that Board seek assurance of this support and that they approve any tapering arrangements or future transfer of responsibility. 

Digital Costs - £456K
Velindre are proposing to seek an additional source of funding for the digital costs from Digital Health and Care Wales (DCHW) via the Digital Priorities Investment Fund (DPIF).  These include things like patient flow systems, patient experience, meal ordering, wireless comms, patient systems and connectivity for meeting rooms etc. It is recommended that Board seek assurance of this support and that they approve any tapering arrangements or future transfer of responsibility associated with these areas. 

The key movements from the agreed OBC included in Table 14 above are:

Soft FM
Most of the increase is related to the additional costs for a larger square footage and includes domestic services, security, maintenance, portering, catering, waste, laundry, staff residence. Velindre have highlighted the benchmarking data which shows that Velindre is below the Welsh average costs and these represent a reduction in cost per square metre.

Hard FM
These costs are based on the contract management conditions of the MIMS model, and the majority of additional costs in this area relate to the contract management activity to ensure compliance with the MIM contract. Arguably, this should be included within the annual MIMS payments covered by Welsh Government as part of the funding arrangements as any benefits from the contracts management function will result in reductions in this payment. Overall there has been a reduction in the Hard FM costs from the OBC after adjusting for inflation. 

Utilities
The £961k associated with moving to an all-electric building has been excluded from these costs as Velindre are seeking alternative sources of funding from Welsh Government. The remainder of the additional costs over and above that agreed in the OBC relate to utility price increases. There will be some offset of utility costs from some solar energy collected via roof panels on part of the building. No more solar panels can be accommodated on the building due to the location of plant and other equipment on the rest of the roof.  

Rates
The new Rateable Value of the larger property will mean that additional rates are due, but in the FBC these are less than the inflated value from the OBC. 

Equipment Maintenance
This includes the maintenance of equipment such as the planning systems, the MRI and CT scanners, the Gamma Camera and Chemocare. The maintenance of the Linear Accelerators has been excluded from this case as they are already included in the Radiotherapy Business Case that has previously been approved. The increase in equipment maintenance costs is attributable to improved information on maintenance fees and learning from the rigorous procurement process for the Linear Accelerators.  

IM&T
The costs included within IM&T maintenance are related to networking, telephony and multimedia solutions for the new building. This is a reduction from the inflated OBC costs as the old NWIS SLA no longer exists, but excludes any maintenance associated with the new digital solutions outlined for other sources of funding above. 

Insurance
These costs are related to the MIMS model and is a requirement of any new builds under the model. The increase in costs in this area have been generated from a general hardening of the insurance market and intelligence from the chosen delivery partner consortium. 


Financial Consequences for Cardiff and Vale UHB
Revenue Requirements
Cardiff and Vale UHB contributes 30.90% of the revenue costs, based on population share and historic utilisation included in the funding model. For the additional costs of £1.075m, over and above the inflated OBC, the CAVUHB share would be £331k. These are shown in Table 15 overleaf. 











Table 15 - Movement in Recurring Revenue Costs for Commissioners
	Health Boards
	Commissioner Split
	TOTAL

	
	%
	£000

	Proposed funding from commissioners:
	
	

	Aneurin Bevan
	36.52%
	391

	Cardiff & Vale
	30.90%
	331

	Cwm Taf Morgannwg
	28.11%
	301

	Swansea Bay
	1.40%
	15

	Hywel Dda
	1.49%
	16

	Powys
	1.59%
	17

	Total 
	100%
	1,075


[bookmark: _Toc495312326]
The overall recurring revenue cost for CAVUHB will be £2.882m as per the table below of the overall additional recurrent revenue requirement of £9.327m. This does include the current baseline position for these elements of the current Velindre Cancer Centre that is already funded as part of the existing contracting model, so the additional recurrent revenue investment over and above current investment would be £1.593m

Table 16 - Summary of Funding Sources
	Health Boards
	Commissioner Split
	TOTAL

	
	%
	£000

	Proposed funding from commissioners:
	
	

	Aneurin Bevan
	36.52%
	3,406

	Cardiff & Vale
	30.90%
	2,882

	Cwm Taf Morgannwg
	28.11%
	2,622

	Swansea Bay
	1.40%
	131

	Hywel Dda
	1.49%
	139

	Powys
	1.59%
	148

	Total 
	100%
	9,327


Note: All costs are projected to 2025-26 based on 2022-23 price levels. 

Non-Recurrent Revenue Requirements
Non-recurring revenue costs, including accelerated depreciation, dual running, and project support will be funded by the Welsh Government and Commissioners. Dual site running costs mostly relate to the management and delivery of radiotherapy on lineacs on two sites. If patients start their treatment on one machine it is clinically beneficial to complete the course of treatment on the same machine.  
Profile of Non-Recurring Revenue Requirement
	Cost category
	2023-24
£000
	2024-25
£000
	2025-26
£000
	Source of Funding

	Accelerated depreciation
	10,479
	10,479
	10,479
	Welsh Government

	Dual Site Running Costs
	0
	0
	2,412
	Commissioners

	Total Non-Recurring Revenue Costs
	10,479
	10,479
	12,891
	








Note: All costs are based on 2022-23 price levels.

It can be argued that the scheme offers the right solution to the issue of resolving the current substandard accommodation and contribute to improving cancer outcomes for our population. Doing nothing is not an option as facilities will continue to deteriorate. The majority of the business case is the capital funding via the MIM model which will be funded by the treasury and not top sliced from the Department of Health and Social Services capital budget. Arguably, because of the funding source, the opportunity cost would not be like for like in terms of the health estate and an alternative MIM funding pilot may be sought from elsewhere in the public sector. There is not currently an All Wales framework for capital funding, so it would be difficult to identify prioritisation of other health schemes. It is for Welsh Government to consider the overall value for money in light of the entire business case and the agreed funding model. 

The revenue case has been scrutinised and is reasonable in line with benchmarking information, but consideration needs to be given as to whether members would want to seek assurance from Welsh Government on the funding of the excluded elements, i.e. the cost of net zero and digital investment and also whether the insurance costs and the contract management costs should be taken into the MIM model as they relate to the fabric of the building and the minimisation of the annual service payment respectively. Assurance from Welsh Government on the prioritisation of Health and Social Services capital to cover the equipment costs could also be sought. 

From an affordability perspective, while recognising that the FBC for the nVCC has been scrutinised by commissioning health boards and the case is clearly articulated and well understood with clear qualitative benefits, the health context and financial environment has changed since the OBC was approved in March 2018. CAVUHB needs to consider the overall affordability of the case balanced with other current priorities. Given that the intention has been signalled for CAVUHB to submit an annual plan for 2023-2024, consideration needs to be made as to how future financial allocations will facilitate this investment in line with future prioritisation as an overspend could not be approved in the current context.   


	Recommendation:

	
The Board is requested to:

· Consider the additional revenue consequences of the nVCC
· Consider the patient benefits of a new cancer centre
· Consider and approve the nVCC Full Business Case, subject to:
· Confirmation of the alternative funding sources for the cost of net zero and the digital transformation
· Clarification on the rationale for the inclusion of the contract management costs in the revenue case, rather than as an offset for the Annual Service Payment as part of the capital case.
· Assurance from Welsh Government that Health and Social Services capital will be prioritised to cover the equipment costs. 
· Recognition that CAVUHB is not in financial balance, so the revenue costs would increase the deficit, unless fully funded by Welsh Government. 
· Progression of agreement for shared use of the facilities and delivery of CAVUHB services at nVCC to further research and innovation and improve patient pathways, including ways of working, outcome monitoring and shared space. 


	Link to Strategic Objectives of Shaping our Future Wellbeing:
Please tick as relevant

	1. Reduce health inequalities

	X
	6. Have a planned care system where demand and capacity are in balance
	X

	2. Deliver outcomes that matter to people
	X
	7. Be a great place to work and learn 

	

	3. All take responsibility for improving our health and wellbeing

	
	8. Work better together with partners to deliver care and support across care sectors, making best use of our people and technology
	X

	4. Offer services that deliver the population health our citizens are entitled to expect
	X
	9.    Reduce harm, waste and variation sustainably making best use of the resources available to us
	X

	5. Have an unplanned (emergency) care system that provides the right care, in the right place, first time
	
	10.  Excel at teaching, research, innovation and improvement and provide an environment where innovation thrives
	X

	Five Ways of Working (Sustainable Development Principles) considered  
Please tick as relevant

	Prevention
	
	Long term
	X
	Integration
	X
	Collaboration
	X
	Involvement
	

	Impact Assessment:
Please state yes or no for each category.  If yes please provide further details.

	Risk: No 

	No new risks as a result of this paper, but it needs to be considered in the light of the revenue cost pressure, the political environment and the reputational risk. 

	Safety: No

	Proposal will improve the environment for patients, delivering a modern cancer facility, albeit that the facility will not be based on an acute hospital site.

	Financial: Yes

	An outline of the indicated financial impact has been included within this paper. 

	Workforce: No

	Not for CAV UHB, but an independent report suggests that a standalone cancer centre needs additional clinical staff to support acutely unwell patients, which could increase the cost of activity at Velindre in the future. 

	Legal: No

	Not for CAV UHB. Velindre will have considerable legal and governance considerations for the development of the new centre. 

	Reputational: Yes

	The process for the nVCC has been protracted and contentious. It should be noted that Welsh Government has supported the OBC and invested £28m capital in the enabling works for access to the site. It is a flagship programme, and the first in Wales to use the new MIMS funding model. Not supporting the overall case would generate some difficult political discussions and may have reputational impacts. However, there is scope to scrutinise and challenge the costs, to ensure that the nVCC delivers value for money.

	Socio Economic: No

	No new services will be provided as a result of this development, but the improved patient environment will make the service more effective. 

	Equality and Health: No

	There are no policy changes as a result of this development. 

	Decarbonisation: Yes

	This is a new build that will have a negative impact on the immediate environment as it is being built on a green field site, but is being proposed to achieve net zero, moving to an electricity only building with gas solely in the laboratories.  

	Approval/Scrutiny Route:

	Committee/Group/Exec
	Date:

	Investment Group
	1st March 2023

	Strategic Leadership Board
	16th March 2023

	Finance Committee
	22nd March 2023

	Board 
	30th March 2023
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KEEPING PEOPLE WELL
CARING FOR PEOPLE











