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1.  Strategic outline case requirements 

1.1 Strategic outline cases (SOC) must demonstrate that the proposed 

solution is compatible with the locally agreed strategic direction and has 

the full support of key NHS stakeholders, including the explicit 

endorsement of the NHS trust’s or foundation trust’s main 

commissioners.   

1.2 Schemes will not be considered for approval unless there is clear 

evidence that: 

 the scheme is service-led, centred on patient needs and based on a 

clear vision across the health and social care system, and local 

people and staff have been involved from the outset in developing 

the proposal 

 the proposal meets the needs and objectives in the trust’s own and 

the locally agreed health services strategy 

 the scheme is key to delivering the local strategy for health and 

health services and also reflects the trust’s main commissioners’ 

strategy 

 both the trust and the trust’s main commissioners agree it is likely to 

be affordable and deliverable. 

1.3 A SOC produced in relation to service reconfiguration should follow the 

process outlined in Annex 3, paragraph 1.9 to 1.18, and be based on 

the four tests of service reconfiguration in the NHS England guidance, 

Planning, assuring and delivering service change for patients: 

 strong public and patient engagement 

 consistency with current and prospective need for patient choice 

 clear, clinical evidence base 

 support for proposals from commissioners. 

1.4 The NHS England guidance, Planning, assuring and delivering service 

change for patients, published in November 2015, is a good practice 

guide for anyone involved in service change or reconfiguration 

proposals, including providers. The guidance sets out the required 

assurance process commissioners should follow when service 

reconfigurations are being considered. 

Section 1: Strategic context 

1.5 The trust must be able to demonstrate that key NHS stakeholders have 

provided details of their strategy for health service provision, as well as 

https://www.england.nhs.uk/wp-content/uploads/2015/10/plan-ass-deliv-serv-chge.pdf
https://www.england.nhs.uk/wp-content/uploads/2015/10/plan-ass-deliv-serv-chge.pdf
https://www.england.nhs.uk/wp-content/uploads/2015/10/plan-ass-deliv-serv-chge.pdf
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how the proposed capital investment solutions support this strategy. 

There must be clear evidence that planning is integrated. Written 

commissioner support for the scheme will be required at SOC stage 

(and subsequently strengthened further at outline business case (OBC) 

and full business case (FBC) stages) to ensure the scheme is 

consistent with the trust’s and commissioners’ strategic plans and 

financial plans. 

1.6 The trust must also demonstrate that the proposed solutions are 

consistent with, and key to achieving, the objectives, priorities and 

targets of any national guidance that applies to the services covered by 

the investment proposal.   

 Health economy impact 

1.7 The trust should provide a brief summary of the overall planning context 

for health service provision across the area, demonstrating that the 

proposals are compatible with the strategic direction of the wider health 

service economy and explaining their impact on neighbouring trusts and 

commissioners. NHS Improvement will cross-check this view with those 

of commissioners and other trust organisations where required as part 

of its review of the SOC. 

1.8 This vision must be long-term – that is, at least 10 years – and clearly 

identify any cross-boundary issues.  

 Commissioner support  

1.9 The trust’s main commissioner(s) will be expected to provide letters of 

support for the scheme at SOC stage, including details of its strategy 

for healthcare provision. These should include: 

 the key features of the health and healthcare strategy for its 

catchment area, including reference to its financial strategy  

 which services are covered and how they are expected to develop 

over the next 10 years.  

1.10 The NHS England guidance Planning, assuring and delivering service 

change for patients sets out the required assurance process 

commissioners follow when considering service reconfiguration 

proposals. It describes the roles and responsibilities that organisations 

involved in service change and reconfiguration proposals will 

undertake, including NHS England and NHS Improvement’s role in 

assurance and decision-making. 

1.11  Commissioners are expected to ensure that proposals satisfy the four 

tests of service reconfiguration (noted in paragraph 1.3 above) and 

identify the range of service change options that could improve 

https://www.england.nhs.uk/wp-content/uploads/2015/10/plan-ass-deliv-serv-chge.pdf
https://www.england.nhs.uk/wp-content/uploads/2015/10/plan-ass-deliv-serv-chge.pdf
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outcomes within available resources. In particular, commissioners are 

expected to discuss with NHS Improvement and the Department of 

Health (DH) where proposals are reliant on access to DH loan or public 

dividend capital (PDC) finance. Only those options that are sustainable 

in service, economic and financial terms should be exposed publicly. 

1.12 In demonstrating strategic fit, the main commissioner(s) should ensure 

that it considers all its affected services, not just those covered by the 

proposed development. This should include an assessment of the likely 

impact on other services in the locality if the development proceeds, 

including resource implications. Where proposals include integration 

across NHS, social or public health services, the relevant social 

services and public health bodies of each affected local service should 

be involved in the process. At SOC stage the main commissioner(s) will 

be expected to confirm that the scheme’s financial implications are 

supported and in line with its own financial plans.  

 The trust (foundation trusts in financial distress and all NHS 

trusts) 

1.13 The trust will be expected to provide details of how it proposes to 

contribute to the delivery of the local health services strategy. These 

details include: 

 a brief description of the trust and the catchment area(s) and 

population(s) for its various services, including reference to other 

local trusts and their service provision 

 its service objectives and strategic estate objectives 

 its strategy for meeting commissioners' service requirements, 

including how the proposed capital investment is key to meeting 

these requirements and its impact on commissioners/other 

trusts/other services in the area 

 key assumptions underlying its strategy and proposed services (eg 

activity, length of stay and other performance indicators, interface 

between acute and non-acute services, benchmarking of 

performance, implementation of best clinical practice and modalities 

of treatment, clinical governance, etc) and confirmation that these 

assumptions have clinical support 

 impact of the proposed development on clinical viability, research 

and training, and the recruitment and retention of staff of all 

professions and disciplines  

 impact of the proposed development on its physical environment 

and that of the surrounding community. 



 
 

 5  
 

1.14 The trust board will be expected to have approved the SOC before 

submission to NHS Improvement. In addition, NHS Improvement will 

require a trust board minute demonstrating board approval.  

Section 2: Health service need 

1.15 The SOC must demonstrate the health service need for a major capital 

investment, identifying and detailing the service problems it is designed 

to overcome, or identifying the service opportunities and benefits it is 

designed to deliver. 

1.16 In terms of the alignment of the scheme to clinical strategy and 

commissioning intentions, the trust board must demonstrate it has an 

approved clinical strategy informed by national service quality reviews, 

and for the purposes of sustainability that the capital scheme proposal 

is in line with commissioning intentions. 

1.17 The impact of the capital scheme proposal on existing service 

configuration has been assessed and the proposed changes align with 

the delivery of clinical quality. 

 Health service need criteria  

1.18 The NHS Constitution (NHS Choices, 2013) establishes the principles 

and values of the NHS in England, including a commitment to ensure 

that services are provided in a clean, ‘fit-for-purpose’ and safe 

environment.  

1.19 As trusts seek to improve the quality and sustainability of their services 

by acquiring, building or upgrading their physical assets/infrastructure, 

these contribute to, and are sometimes fundamental to, patient-centred 

care and a positive patient experience. 

1.20 Capital developments can be complex, requiring excellent leadership, 

effective programme management, partnerships, close collaborative 

working, and extensive and comprehensive engagement with clinicians 

and all key stakeholders. 

1.21 The clinical quality review of capital business cases should therefore be 

undertaken using a consistent and collaborative approach to ensure the 

delivery of high quality, sustainable services. 

1.22 A concise commentary must be provided for each of the nine health 

service need criteria listed below, explaining the extent of the problems 

faced and to be addressed by the proposed solution. For each criterion, 

the illustrative factors listed should be considered, though it is 

recognised that not every potential problem will apply to every scheme, 

eg access to services may not be an issue if the current location of 

facilities is satisfactory. 
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a. Need for improved strategic fit of services: 

 to meet the strategic needs of the locality or wider region 

 to improve the quality of service relationships and departmental 

links 

 to realise the benefits of interdependence (eg extent to which a 

proposed scheme contributes to efficiencies or synergy 

elsewhere) 

 to introduce flexibility to cope with changes in demand.  

b. Need to meet national, regional and local policy imperatives: 

 to promote new models for delivering services 

 to enable a shift to primary care where appropriate 

 to promote other national priorities (eg treatment of cancer or 

coronary heart disease) 

 to be sufficiently flexible/robust to cope with future changes in 

patterns of service delivery 

 to enable better integration of services (both health and social 

care) 

 to deliver relevant long-term service commitments, including 

maximum waiting times. 

 c. Need for better access to services:  

 reducing travelling time by public and private transport for 

patients, staff and visitors 

 increasing availability of car parks/cycle parks/accessibility to 

public transport 

 equality of access for different care/ethnic/disability/socio-

economic groups/catchment areas  

 greater responsiveness to patients' health needs, including 

patient choice. 

d. Need for improved clinical quality of services: 

 to prevent deterioration in quality of services 

 to address clinical problems in the service 

 to provide better health outcomes for patients 
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 to facilitate improvements in clinical practice 

 to facilitate better service configurations across the local health 

system. 

1.23 In addition, the benefits of clinical quality review of capital business 

cases are to: 

 apply good practice in the clinical quality review of capital business 

cases with the purpose of further improving the quality and 

sustainability of services for patients 

 ensure that capital business cases have effectively considered 

patient safety and quality of care, by reviewing robust evidence and 

extensive engagement with clinical staff, patients and the public 

 focus attention on the importance of ensuring capital schemes are 

clinically led through engagement with senior clinicians and the 

multidisciplinary team affected by the capital development; this 

ensures that the evidence to build the local case for change is 

clinically led  

 ensure that the scheme’s estates plans are appropriately clinically 

informed and meet national best practice guidance and standards. 

e. Need for development of existing services and/or provision of 

new services: 

 to develop or provide services as required by commissioners 

 to contribute (either directly or indirectly) to an increase in the 

quantity of services available 

 to protect the provision of existing services.  

f. To meet training, teaching and research needs:  

 to meet or protect accreditation standards 

 to make it easier to recruit and retain staff 

 to contribute to clinical advance. 

g. For improved environmental quality of services:  

 to meet statutory requirements such as fire, hygiene, and health 

and safety standards 

 to address backlog maintenance requirements and improve the 

quality of the estate 
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 to improve functional suitability (eg building design and better 

utilisation of space) and site layout 

 to offer conditions which are more conducive to patient care (eg 

reduced noise, better ambience) and meet patient expectations. 

h. Need to make more effective use of resources: 

 to improve productivity and make better use of cash, human 

and estate resources 

 to deliver revenue savings within the health community, 

enabling service needs to be met within available resources 

 to realise other financial benefits such as opportunities for 

generating income and for cost-effective transfer of risk 

 to provide better value for money overall to the public sector.  

1.24 This section of the SOC must explain future trends in the services 

covered by the proposed capital investment, including demography and 

new technology, and should estimate the activity that the services will 

be required to deliver 10 years from now, or on completion (whichever 

is the more distant). The SOC should clearly explain the modelling 

methodology used. While the modelling is expected to reflect local 

circumstances, local estimates should be compared with those 

calculated using relevant national assumptions. 

1.25 This section must include any other needs not covered above and detail 

the consequences if the scheme is not approved or prioritised. This 

assessment should consider the following issues: 

 implications for the trust should approval not be given, with 

explanation, eg loss of accreditation, increase in maintenance 

backlog, higher revenue costs, loss of fire certification 

 implications for the local health economy and configuration of 

services 

 impact on any other policy objectives 

 alternative solutions that will have to be adopted as a result of non-

selection. 

1.26 All stakeholders must agree the health service need assessment and in 

particular the activity forecasting. 
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Section 3: Formulation of options 

1.27 To complete the SOC, it is not necessary to identify a preferred option; 

however, a shortlist of options must be provided with all these options:  

 satisfying health service need 

 falling within the strategic context 

 being affordable.  

1.28 This section must include analysis of how performance considerations, 

workforce considerations, estates considerations and IM&T strategy 

were considered in the development and analysis of options. 

 The trust (foundation trusts in financial distress and all NHS 

trusts) 

1.29 The trust will be expected to provide details of: 

 all the options considered – that is, the ‘long list’, both capital and 

non-capital, including a do-nothing and/or do-minimum option 

 clearly identifiable investment objectives for the scheme (objectives 

should be SMART) 

 the critical success factors against which each option has been 

assessed 

 reasons for early rejection of any options and how they were 

assessed against the critical success factors 

 clear description of how options were shortlisted and how they were 

assessed against the critical success factors 

 brief description of the shortlisted options, including their estimated 

capital costs and estimated additional revenue costs (including 

estimated annual unitary payments), and benefits (including any net 

savings in revenue costs) 

 mention of the regeneration and environmental impacts of individual 

options. 

1.30 HMT’s Green book provides further guidance on this area. 

1.31 This section must include clear explanation of the process that was 

followed in developing and selecting options, in particular the 

involvement of staff and local people in the choice of options. This 

should include explicit mention of patient engagement and the 

involvement of other relevant patient forums and, where necessary, the 

http://www.gov.uk/government/publications/the-green-book-appraisal-and-evaluation-in-central-governent
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local authority’s overview and scrutiny committee and commentary on 

any concerns that have been raised to date. 

 Commissioners 

1.32 The trust’s main commissioner(s) will be expected to endorse the trust’s 

identification and assessment of options. In particular, it will be 

expected to confirm that each of the shortlisted options meets the 

health service need criteria and is in line with its activity forecasts and 

commissioning plan.  

Section 4: Affordability 

1.33 The SOC must be set within the constraints of what is affordable in 

terms of both revenue and capital. The funding assumptions for 

schemes will be tested rigorously by NHS Improvement, beginning at 

the SOC stage of the business case. 

1.34 The affordability and income assumptions supporting a scheme’s 

financial viability at SOC stage will need to be backed by rigorous 

analysis of indicators, including the following: 

 the activity underpinning the financial investment 

 reasonable assumptions of general growth and inflation increases 

in funding 

 the relative efficiency of the organisation proposing the capital 

investment 

 income assumptions over and above tariff where these have been 

agreed with commissioners 

 cost savings assumptions to ensure the scheme’s financial viability, 

including an analysis of the trust’s national reference cost index 

position. 

1.35 At OBC stage the trust will be expected to have a long-term service and 

financial strategy supporting its investment proposal. It is expected that 

the trust will include the forecast income and expenditure related to the 

proposed scheme within its long-term service and financial strategy. 

The activity and income projections within the long-term service and 

financial strategy will require commissioner support. 

1.36 All options shortlisted for further development must be affordable within 

the trust’s revenue-funding envelope. It is anticipated that the costing of 

options will be largely performed according to the best practice in the 

NHS Capital investment manual (CIM). There are, however, some 
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additional specific requirements, eg estimation and consideration of 

‘optimism bias’.  

1.37 For each shortlisted option, the SOC should include: 

 an estimate of capital cost at most recent price level, which should 

approximate to a current cost 

 an estimate of capital cost at most recent price level, but increased 

by the estimated level of residual optimism bias (that is, optimism 

bias after mitigation) 

 an estimate of the price level expected when the construction 

tender would be let 

 a total revenue cost for the services covered by the proposed 

scheme, broken down into pay, non-pay, depreciation and 

interest/dividends 

 total revenue cost for the services covered on full implementation of 

the proposed scheme at current prices, broken down into pay, non-

pay and capital charge. This capital charge must be based on the 

base-year capital cost including the estimated optimism bias. 

(Schemes may include a shadow unitary payment instead of NHS 

capital charges. If so, the SOC must make clear how this has been 

calculated and what if any services are assumed to be included in 

the shadow unitary payment.) 

1.38 After the costings the SOC should explain how the additional revenue 

costs will be met.   

Commissioners 

1.39 The trust will be required to provide an analysis of its income from each 

of its commissioners before and after the scheme’s implementation, 

with evidence of commissioner support for post-implementation income 

levels. The SOC should contain the following table of additional funding 

contributions. 
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Table 1: Tabulation of expected commissioner contributions 

Commissioner Current proportion of 
income from commissioner 

Proposed proportion of income 
from commissioner  
post-implementation (Year 1 or 
base year) 

 % £ % £ 

CCG 1     

CCG 2     

CCG 3     

CCG 4     

CCG 5     

CCG 6     

TOTAL     

 

1.40 It is expected that commissioners will have worked closely with the trust 

in establishing the scheme’s affordability assessment. Commissioners’ 

agreement to the assessment of affordability should be shown by the 

inclusion of a commissioner support statement in the SOC. Letters of 

support should be obtained from commissioners totalling at least 80% 

of the usage of the services covered by the investment. All 

commissioners covering more than 5% of the scheme’s activity should 

be included. Where specialist commissioning income covers more than 

5% of a scheme’s activity, a letter of support for the scheme from that 

commissioner will be required. Copies of the letters must be submitted 

with the SOC. 

1.41 The commissioners’ support statement should conclude that: 

 the service model that the scheme will accommodate and the 

scheme as described are consistent with the commissioners’ own 

and national priorities and initiatives 

 the activity projections in the SOC are compatible with 

commissioners’ planned referral patterns and demand management 

assumptions 

 on completion, each commissioner expects to use approximately 

the percentages of the services covered by the scheme that are 

given in the SOC and, at current prices, to make the identified 

contribution towards the additional revenue costs of the scheme 
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 the commissioners find the tested level of income sensitivity to be 

reasonable and the proposed contingency arrangements in the 

event of income shortfall have their support.  

 Capital 

1.42 Even where the main procurement route is to be the private finance 

initiative (PFI), some areas of the scope may be best procured with 

public capital, eg to enable works to be carried out in advance of the 

scheme, possibly including outstanding statutory compliance work and 

procuring medical equipment. 

1.43 The SOC must include an estimate of how much of the total capital cost 

is expected to be funded from public capital, how expenditure will be 

phased and the expected sources of this public capital. Possible 

sources include the organisation’s operational capital, loan financing, 

public dividend capital (PDC) and central programme capital. PDC is 

unlikely to be available in all but exceptional circumstances and trusts 

should be aware where capital is required it is likely to be approved as 

loan financing. If the source is central programme capital, the relevant 

DH policy area must be identified. 

 Affordability review 

1.44 The trust will be expected to involve the relevant NHS Improvement 

regional finance team throughout the costing of options and the 

estimation of available funding. The regional finance team will expect to 

work closely with the trust to understand and be able to endorse the 

affordability assessment in the SOC and subsequent business case 

stages.   

1.45 The trust should demonstrate scheme affordability through a review and 

triangulation of quality, workforce and efficiency considerations. 

1.46 NHS Improvement will expect to confirm that: 

 the service model that the scheme will accommodate and the 

scheme as described are consistent with the commissioners’ future 

activity and income assumptions  

 the activity assessment on which the scheme is based is 

reasonable 

 the capital and revenue costs produced by the trust are reasonable 

 that in capital and revenue terms the trust (and the health 

community) can afford the scheme in the context of current financial 

pressures/recovery plans etc, and that the trust can manage the 

cost of the scheme within the financial envelope available at the 
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time the scheme is implemented; if the scheme cannot convincingly 

pass this test, NHS Improvement will require evidence of how the 

trust board is reviewing the viability of the scheme; the trust board 

will be required to produce a letter of affordability at each stage of 

the scheme 

 that the assessment of ‘optimism bias’ is reasonable. 

Section 5: Timetable and deliverability 

1.47 The trust should provide a proposed timetable for completing the 

scheme or financial close where applicable. The project plan should be 

based on the assumption that some key milestones will have been 

reached before OJEU. These milestones, which should be identified in 

a summary timetable, should include: 

 outline planning application submitted 

 OBC submitted 

 OBC approved 

 formal public consultation satisfactorily completed 

 outline planning permission obtained for the site likely to be 

developed 

 all output specifications well developed and draft invitation to 

negotiate (ITN) largely complete. 

1.48 Commentary on the project timetable should include a list of the main 

risks to achieving a timely financial close and the arrangements in place 

to manage or mitigate those risks. It should refer in particular to the 

locally agreed project management arrangements to progress the 

scheme through its procurement, including financial resources to fund 

the procurement and project management expenses.  

1.49 The trust’s project management arrangements will be reviewed and it 

will be asked to confirm that it will be able to work to the proposed 

timetable and commit the necessary time and resources.   

1.50 This section of the SOC should also outline the arrangements, agreed 

with the local authority’s overview and scrutiny committee, for 

completing a formal consultation where required.  

1.51 Finally, commentary is required on whether any factors are likely to 

affect the deliverability of the scheme in terms of commercial 

attractiveness and the ability to transfer risk to the private sector where 

applicable. For example:  
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 Are the sites to be developed currently owned by the NHS and is 

their development subject to any restrictions? 

 Are there any restrictions on the type or scope of services to be 

proposed for private sector provision? 

 Is the scheme likely to be predominantly new build with a short 

construction phase or is there a significant proportion of 

refurbishment, requiring a longer construction phase and decanting 

arrangements? 

2.  Strategic outline case – technical requirements 

Estates requirements 

2.1 A SOC will be required to include a development control plan where 

sites are to be developed, backed by an estate strategy, and an 

achieving excellence in design evaluation toolkit (AEDET) analysis of 

the shortlisted options.   

Capital and revenue costs 

2.2 The capital and revenue costs of each shortlisted option should be 

estimated in accordance with the best practice contained in the CIM 

Business case guide; this link also gives access to the supplementary 

OBC and FBC forms. 

2.3 The following paragraphs emphasise some of the key CIM 

requirements for the preparation of the SOC and highlight a number of 

additional requirements. 

Capital costs 

2.4 The calculation of the scheme’s capital cost must be presented on form 

OB1 according to CIM guidance, so must include: 

 works costs – including building and engineering  

 professional fees – including legal fees 

 non-works costs – including decanting costs, enabling works and 

any land that must be purchased 

 equipment costs 

 planning contingency, that is, the expected cost of risk. 

2.5 To avoid doubt, the costing should include all equipment and works that 

are required for the scheme to proceed, including all capital enabling 

works (eg condition work, traffic management works and decanting) 

and the cabling infrastructure for IM&T. 

http://webarchive.nationalarchives.gov.uk/20130107105354/http:/www.dh.gov.uk/en/Publicationsandstatistics/Publications/PublicationsPolicyAndGuidance/DH_4119896
http://webarchive.nationalarchives.gov.uk/20130107105354/http:/www.dh.gov.uk/en/Publicationsandstatistics/Publications/PublicationsPolicyAndGuidance/DH_4119896
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2.6 The ‘departmental costs’ (line 1 of form OB1) – that is, building costs 

before the addition of ‘on-costs’ – are expected to be based on the 

latest healthcare capital investment: these should be uplifted to reflect 

latest price levels and should include sufficient allowance for other 

standards, eg ‘consumerism’ standards. 

2.7 A SOC will be required to include a brief commentary on the extent to 

which the main consumerism standards will be met, and the extent to 

which any variations have affected cost estimates. 

2.8 For each shortlisted option, forms OB2 to OB4 must be included to 

support the capital costing. The allowance for ‘on-costs’ should be 

informed by the specific characteristics of the scheme and the above 

commentary should be extended to explain any unusually large items of 

on-cost. 

2.9 The planning contingency (line 9 of form OB1) should be based on the 

‘expected cost’ of all capital risks. A SOC will be expected to include 

commentary to support this inclusion for risk, eg the relative proportions 

of new build and refurbishment in the scheme, the quality of extant site 

surveys and records regarding backlog maintenance, statutory 

compliance, etc, and the extent to which proposals have been 

discussed with the planning authority.  

2.10 The appropriate location adjustment must be included on line 4 of form 

OB1 and all costs up to and including line 10 must be stated at latest 

price levels.    

2.11 Sufficient forecast indexation for future inflation should then be included 

on line 11 of form OB1 to forecast capital cost at the financial close/let 

of tender date on line 12. (This latter figure will only be used to calculate 

a final figure that can, if necessary, be used in publicising the scheme.) 

Optimism bias 

2.12 Analysis of past business cases has shown that the cost of schemes 

increases dramatically from early planning (at SOC or OBC) to FBC, on 

average by 30%, excluding the effects of inflation. HMT’s Green book 

refers to this under-costing as ‘optimism bias’ and requires investment 

proposals to consider it in deciding whether and how to proceed.  

2.13 Technical guidance on considering optimism bias in business cases for 

capital investment is given in HMT’s Green book. Trusts are advised 

that a SOC will be expected to consider optimism bias when setting key 

scheme parameters such as capital and revenue budgets.  

2.14 Having established the capital cost of the scheme as required above – 

that is, inclusive of general risks – the amount by which optimism bias 

could increase the scheme’s capital costs should be estimated, using 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/220541/green_book_complete.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/220541/green_book_complete.pdf
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the guidance. (This requires 30% to be added to the scheme’s capital 

cost as a starting point, but then individual SOCs must examine the 

extent to which each component of optimism bias is present in its 

scheme or has been mitigated to arrive at a final estimate for optimism 

bias.) 

2.15 NHS Improvement will want to be assured that the methodology used to 

derive cost estimates included with the OB1 and OB2 forms at SOC 

stage are reasonable, and will work with trusts to ensure this is the 

case. 

Information management and technology 

2.16 Costings for schemes must be explicit about the level of IM&T 

functionality included, with a breakdown of infrastructure and hardware 

costs provided. 

Revenue costs 

2.17 The revenue costs of the services covered by the scheme should be 

calculated for each shortlisted option in the manner required by CIM 

and should be stated at current price levels. Organisations that are 

developing a SOC should note, in particular, that revenue costs should 

include allowances for risk and ‘optimism bias’ (see above).  

2.18 Organisations that are developing a SOC should note that the capital 

charge component for inclusion in the SOC should be based on the 

capital costs from line 10 of the OB1 form. This will produce a capital 

charge at roughly the same price level as all other revenue costs and, 

by virtue of the planning contingency on line 9 of form OB1, it will also 

allow for general construction risks. However, before the final capital 

charge estimates are calculated, the ‘line 10 figure’ must be uplifted by 

the residual optimism bias (that is, optimism bias after ‘mitigation’).  

2.19 The capital charge must be based on the revised capital cost 

absorption duty of 3.5% of net relevant assets and reflect the assumed 

asset lives for each type of asset that the project will include. The 

breakdown of the total capital cost over the various asset lives must be 

stated in the SOC.  

2.20 The affordability section must include the total revenue costs of the 

services covered by the investment at current prices before the 

investment, broken down into pay, non-pay and capital charges. For 

each shortlisted option, the total cost of the services in the first full year 

of operation should also be stated, broken down into pay, non-pay and 

capital charges. The SOC must be absolutely clear how the resultant 

differences will be financed and should clearly explain any assumptions 

around efficiency improvement, including identifying how much of any 
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assumed efficiency increase has been allowed for general NHS cost 

improvement requirements and how much is specific to the scheme.  

2.21 Schemes may substitute an estimated ‘shadow unitary payment’ for the 

capital charge calculation specified above. If they do so, the estimate 

must be based on the ‘line 10’ estimated capital cost, uplifted for 

optimism bias, and the SOC must outline how the estimate was 

calculated and make it clear what services are assumed to be included 

in the shadow unitary payment. The SOC must also identify what the 

current baseline costs of those activities are, so that the total cost 

before and after analysis can be understood. 


