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NHS Board Meeting 
 
Wednesday 7 December 2011 
 
Subject: 
 

Refreshed Outline Business Case - North 
Ayrshire Community Hospital 
 

Purpose: 
 

To inform the Board of the basis for the 
refreshed Outline Business Case and seek the 
Board’s approval for resubmission to the 
Scottish Government Capital Investment Group. 
 

Recommendation: 
 

Board members are invited to consider the 
content of the revised Outline Business Case 
and approve its resubmission to Scottish 
Government Health Directorates (SGHD) Capital 
Investment Group. 

 

 
1.  Background 

1.1 In accordance with the NHS Board’s Local Delivery Plan and associated Capital 
Plan, this paper seeks approval of the Draft Outline Business Case (OBC) 
supporting the development of the North Ayrshire Community Hospital (NACH) at 
Irvine.  

  
1.2 The OBC (174 pages) and appendices are available on request. The OBC builds 

on the Initial Agreements already approved by the NHS Board and SGHD in May 
2009 for the NACH and for Mental Health in June 2009. 

  
1.3 The Board approved the original Outline Business Case for NACH in December 

2010 based on a traditional Capital Finance model.  Subsequently, there has 
been a significant reduction in capital funding available to NHS Boards.  The 
Scottish Government have indicated their support for the NACH project and 
asked the Board to undertake a comparator between a capital finance approach 
and the Non-Profit Distributing (NPD) model.   

  
1.4 The OBC sets out the strategic and business case for the new facility and 

provides a financial comparator between the Capital and NPD models which 
demonstrates that NPD is the preferred route for the new build component of the 
project.  The refurbishment element of the project will be taken forward using 
traditional Capital Finance. 

  
1.5 To ensure that the revised business case, takes full account of clinical modelling, 

an extensive engagement has been undertaken with clinical teams, supported by 
Health Care Planners, to refine the clinical brief.  As a result, the total in-patient 
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bed requirement has reduced from 253 to 206 beds.  The associated reduction in 
costs, has provided a sound basis for the revised business case. 
 

2.  Current situation 

2.1 The North Ayrshire Community Hospital OBC presents proposals for the 
provision of a new acute mental health facility and community hospital on the site 
of Ayrshire Central Hospital in Irvine and the refurbishment of the Elderly Mental 
Health Wards remaining on Ailsa Hospital in Ayr. 

  
2.2 The Project Team has prepared the business case with extensive stakeholder 

input including support from Scottish Futures Trust (SFT).  The format of the OBC 
follows the requirements of the Scottish Capital Investment Manual (SCIM) and 
encompasses the following elements to meet the clinical specification of 
requirements: 
 

 Strategic Case 

 Economic Case 

 Commercial Case 

 Financial Case 

 Management Case 
  
2.3 Following an extensive analysis of the available options and taking account of 

decisions already taken by the Board, the documents present the outline plan to 
take forward the preferred solution.  The proposals incorporate governance 
arrangements and a project structure to deliver the changes/benefits outlined. 

  
2.4 The Project Team have developed an Exemplar Design to support the OBC 

which demonstrates that the clinical brief can be delivered through an affordable, 
high quality design which carries the support of stakeholders and will enable the 
full range of benefits to be achieved. 

  
2.5 The OBC will have been subject to review under the national Gateway Review 

Process on 1 and 2 December 2011, and all recommendations will have been 
taken into account prior to consideration by the Board Finance Committee on the 
5 December 2011. 

  
3.  Proposal 

3.1 It is proposed that the Board considers the revised OBC and agrees the case for 
change together with the outline plans and preferred financial framework under 
NPD.  

  
3.2 The NACH OBC outlines the development of a new 206 bed Mental Health & 

Community Hospital with supporting clinical outpatient facilities.  It will be 
provided on the existing Ayrshire Central Hospital site in Irvine, in the footprint of 
Pavilions 1 to 9.  In addition, the programme will incorporate the refurbishment of 
Older People’s Wards in Ailsa Hospital through the Board’s existing capital 
allocation and an element of SGHD capital funding. 
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3.3 The proposed development is necessary to enable NHS Ayrshire & Arran to fulfil 
the requirements of both National Strategies and its own Local Delivery Plan.  It is 
an essential and urgent priority to enable the Board to modernise its healthcare 
services, improve patient pathways, and meet the health care needs of the 
people of Ayrshire and Arran.  
 
Following the Mind Your Health strategic review of mental health services in 
Ayrshire and Arran, approved by the Board in November 2008, the need for the 
new development was identified in the Mind your health implementation strategy.  
The review and the subsequent implementation strategy involved extensive 
stakeholder engagement with patients, staff and the public.  
 
The community hospital further develops the hub and spoke model, 
complementing the structure in other parts of the Board’s area by providing health 
care delivery in the heart of the community.  The proposed development is a key 
strand of the Board’s Estates Strategy. 

  
4.  Consultation on development of this report 

4.1 The NACH OBC builds on an extensive public consultation process on the 
preferred option for the new hospital, which was overseen by the Scottish Health 
Council.   
 
The Public Reference Group have been involved throughout the development of 
the proposal and a representative has attended all of the governance reviews 
including the recent Gateway Review. 

  
5.  Resource implications 

5.1 The detailed financial analysis supporting the OBC can be found in Chapter 5 of 
the OBC.   

  
5.2 The overall capital cost is projected to be £59,116,420.   This is composed of: 

 

 The NPD component relating to the New Build: £50,953,838 

 SGHD Capital Funding: £5,962,582 

 NHS A&A Capital Funding: £2,200,000 
 
The NPD component will be met through a Unitary Charge.  NHS Board will 
require to meet 100% of the Hard FM element plus 50% of the Lifecycle element.  
Funding for all other aspects of resulting unitary charge will be provided by SGHD 
to the NHS Board. 

  
6.  Risk assessment and mitigation 

6.1 All identified risks have been incorporated into the project risk registers and 
assessed for mitigation action as part of the risk management plan. 

  
7.  Impact assessment and consequential changes proposed to mitigate 

adverse impacts identified  

7.1 An impact assessment has been completed as part of the business case process 
and no adverse impacts identified. 



4 of 4 

  
8.  Conclusion 

8.1 The Board is invited to approve the revised OBC for submission to SGHD Capital 
Investment Group. 

 
 

Jim Crichton, Director of Primary Care & Mental Health Services 
21 November 2011 

 


