[bookmark: _GoBack]Capital Cost Addendum to LHP OBC Phase 2 – Orthopaedic Surgical Hub
This cost addendum is being provided as an update to the LHP Phase 2 OBC Version 1 that has been circulated.  
Due to a material omission in the original cost statement it has become necessary to provide an updated capital cost statement to support the OBC.  
It should be noted that at this stage this remains a cost forecast, due to the pace at which the RIBA 2 design has occurred since restart in September, some key details have been received later than had been originally programmed and some elements of information are still outstanding and being developed by the design team.  Therefore, there is still some further information to be received and verification to be carried out to confirm the cost level to be included in the OBC to be submitted to Welsh Government.
As a result this is proposed to be presented as a cost not to be exceeded for the purposes of Board approval in recognition that there may still be some smaller amendments to the total cost up until the beginning of December and the proposed OBC submittal date to WG.  The final capital cost included in the WG submitted version will not exceed the sum in this document and the amended OBC.
Adjusted Capital Cost 
The capital cost movement is as set out in the table below with a comparison between the original and revised position (Table 1).  The following table (Table 2) sets out the revised capital cost and funding profile.  
Table 1 Original and Revised OBC Capital Cost
	Costs
	Original OBC Cost
	Revised OBC Cost
	Movement 

	
	£000
	£000
	£000

	Construction Costs
	63,042
	70,924
	7,882

	Project Fees
	9,275
	8,357
	-918

	Non Works
	185
	185
	0

	Equipment Costs
	9,805
	9,805
	0

	Planning Contingency 
	9,661
	9,800
	139

	Inflation 
	4,738
	5,104
	367

	Subtotal
	96,705
	104,175
	7,470

	VAT
	17,586
	19,454
	1,868

	Total capital costs
	114,291
	123,630
	9,338



Table 2 Revised Capital Cost and Funding Profile
[image: ]

Total capital costs are now forecast to be £123.6M, with £1.93M funded to date, this leaves a funding requirement of £121.7M from OBC approval.
The funding requirement to proceed to FBC approval stage remains unchanged at £1.669M, £0.71M is required in 25/26 with the balance required in 2026/27. 
Revenue Impacts From the Change in Capital Cost
The only impacts on the revenue position from the changes to the capital cost are to both impairment and depreciation costs.  
Annual recurrent depreciation has increased from £3.004M to £3.160M, as WG DEL funding will be applied for the cover the total depreciation cost this does not impact on the revenue funding position.
AME impairment on bringing the asset into use has increased to £84,5M and cover for this will be applied for in the year that the asset comes into use in 2028/29.
Therefore the revenue costs and value for money position remains unchanged.  
Impact on the Economic Appraisal 
The impact of the changed capital cost on the  economic appraisal is minimal.
As a result the revised capital cost, the outcome of the economic appraisal has not materially changed.  The preferred option requires capital investment of £123.6m (including VAT) and ongoing revenue costs of £36.8m p.a. (excluding depreciation), and based on estimated costs and benefits, it is anticipated that phase 2 of the LHP will deliver an incremental Net Present Social Value (NPSV) of £500.7m and a Benefit Cost Ratio (BCR) of 1.54. This represents £1.54 of incremental benefit delivered for every £1.00 of incremental whole life cost.  
Conclusion and Next Steps 
A revised OBC containing the capital not to exceed figure has been circulated. This OBC will be included in Board papers with the Board requested to approve as a not to exceed figure.
Any capital cost adjustments required following circulation of the Board papers will be verified and included in an updated cost in the OBC submitted to WG as long as they do not exceed the figure contained in the latest amended OBC.
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2025/26 2026/27 2027/28 2028/29 Total

£'000 £'000 £'000 £'000 £'000

Costs

Construction costs 0 16,884 42,210 11,831 70,924

Project fees 2,463 3,074 1,879 940 8,357

Non-works costs 78 57 30 20 185

Equipment costs 0 1,000 6,305 2,500 9,805

Planning contingency 87 3,468 4,163 2,082 9,800

Inflation  0 2,041 2,041 1,022 5,104

Subtotal 2,628 26,525 56,629 18,394 104,176

VAT 17 4,795 11,055 3,587 19,454

Total capital costs 2,645 31,320 67,684 21,981 123,630

Funding

RIBA 2 & 3 1,934 0 0 1,934

Funding received to date 1,934 0 0 0 1,934

Funding still required 711 31,320 67,684 21,981 121,696

Total funding 2,645 31,320 67,684 21,981 123,630


