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	[image: image1.wmf]Cost - Benefit Analysis Table

Dollars in ,000's

Year

20yy

20(yy+1)

20(yy+2)

20(yy+3)

20(yy+4)

20(yy+5)

20(yy+6)

20(yy+7)

Footnotes:

Costs - Project (operational $)

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

1

Costs - Project (capital $)

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

2

Costs - Operational (systems)

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

3

Costs - Operational (Business Area)

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

4

Subtotal - Costs

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

Benefits - Cost Avoidance

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

5

Benefits - Revenue Generation

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

6

Benefits - Efficiencies

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

7

Benefits - Leveragable Value

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

8

Benefits - Soft

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

9

Subtotal - Benefits

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

Net Cash Flow (Yearly)

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

Cumulative Net Cash Flow

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

Net Value

Discounted Cash Flow Rate:

5.00%

NOTE: 

(consult with SFO on rate to use)

This interest rate is used to calculate the Present Value of future money (dollars in subsequent years).

Given that future money cannot be invested in the current year and cannot generate 

a return in that year, it is worth less than current money.  Percentage = foregone annual return rate

Period

1

2

3

4

5

6

7

8

Discounted Cash Flow (at yr end)

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

Cumulative Discounted Cash Flow

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

NOTE:

NPV

NOTE:

Discount is applied at the end

Net Present Value is the discounted dollar value of 

of each yr - including yr 1.

cumulative cost / benefit over the life cycle of the product

#NUM!

IRR

NOTE:

Internal Rate of Return is the discounted cash flow rate

 at which NPV = 0 (higher IRR = better investment)
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Purpose of  Document

The purpose of this document is to provide decision makers with an analysis of one or more viable options for managing a specific business problem/initiative and to recommend a preferred option based on strong business case.  It is more detailed than a Business Solution Options document, and will generally focus on one option vs. another option (often a choice of proceeding or not proceeding).   This business case should be maintained throughout the lifecycle of the project, to ensure that the decision remains valid. 
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1.0 Executive Summary

[Keep the Executive Summary to one page if possible.]

	Project Initiator
	

	Title
	

	Date
	

	Decision Requested
	


2.1 Background

[Briefly (maximum three paragraphs) describe the current status or situation and include a brief statement of the business problem]

2.2 Options Considered

[List the options considered as possible solutions to the identified problem.  These options may have been discussed in a Business Solution Options (BSO) document, with one or more options being recommended for further study in this Business Case.]

2.3 Recommended Decision

[This section should identify the recommended solution and clearly outline the specific, detailed decision being sought, including how funding will be provided, tangible and intangible benefits of the proposed solution, and why this particular decision is being recommended]
2.0 Problem Statement

[Enter a brief description of the problem, opportunity or need. Explain its importance and urgency.]  

3.0 Background

[This section describes the background, activities that have led to the request, and the current situation.]

4.0 Strategic and Operational Analysis

[Prepare succinct answers to the questions below.]

· What strategic factors may influence this issue regardless of the option that is approved?

· What is the future demand or need?  This includes factors that may negatively and positively affect the demand or need for this issue.

· What factors related to this issue may affect capital and operational costs?

· Are there exit or start-up costs that are associated with any or all of the alternatives?

· Is there an impact on other government-funded agencies (e.g., other government agencies identified as a current or future recipient, directly or indirectly, of this project)?

5.0 Options

[This section provides a description of alternative courses of action that are viable for addressing the problem, opportunity or need. It documents the advantages and disadvantages of each, the criteria used to assess the alternatives, and a comparative evaluation based on those criteria. Each option must be supported by a succinct and realistic presentation of the benefits, financial implications, resource requirements and other implications to allow for an informed decision among the options.]

[Provide analysis of options.  One option (Option 1) should reflect the status quo (i.e. do nothing) or Base-Case Scenario (a reference to which you can make a meaningful comparison).]
[Base-Case or Status Quo should include these factors:

· What would the “status quo” or “do nothing” option result in?

· What is likely to happen over time if the preferred option or solution is NOT adopted or implemented?

· The base-case should be a feasible option indicating how the problem could evolve over a specific time period if the recommended option is NOT implemented. ]

[Each option presented should include the following information]

5.1 Option 1 - Title

5.1.1 Description

[Brief description of option]
5.1.2 Critical Success Factors

[Enter the factors that must be in place for this option to be successful.  Examples - a policy change, stakeholder buy-in]
5.1.3 Limitations and Constraints

[Enter any limitations or constraints that apply to this option.]
5.1.4 Advantages (Qualitative)

[List the advantages to this option including the opportunities it may provide or cause.]
5.1.5 Disadvantages (Qualitative)

[List the disadvantages to this option including the threats and concerns that may occur.]
5.1.6 Costs (High Level, Quantitative Costs)

[Complete the detailed analysis in the appendix B for each option to consider all possible quantitative costs and benefits. This will be to a level appropriate for the complexity of the issue. The time period should cover the initial and on-going costs as appropriate. Utilize net-present value. Qualitative costs/benefits should be calculated where possible. List the assumptions clearly and use benchmarks and knowledge from prior experience.] 

[Briefly summarize the results here, with reference to the Appendix.]
5.1.7 Stakeholder Impact Analysis

[Analyze the influences and impacts for each and all stakeholders.]
5.1.8 Risk Assessment

[Identify the risks with this option, the likelihood they will occur, the impact if they did occur, and an appropriate treatment.]

5.2 Option 2 – Title

[Same sections as above.]

5.3 Option 3 – Title

[Continue with other options if needed.]

6.0 Cost Benefit Analysis

[Complete the detailed analysis in the appendix A for each option to consider all possible quantitative costs and benefits. This will be to a level appropriate for the complexity of the issue. The time period should cover the initial and on-going costs as appropriate. Utilize net-present value. Qualitative costs/benefits should be calculated where possible. List the assumptions clearly and use benchmarks and knowledge from prior experience]

[Enter the summary cost data below]

	Alternatives to Address xxxx

	Alternatives
	NPV
	Year 1
	Year 2
	Year 3
	Year 4

	
	
	
	
	
	

	1.  Do Nothing1
	
	
	
	
	

	2.  Option 2
	
	
	
	
	

	3.  Option 3
	
	
	
	
	

	4.  Option 4
	
	
	
	
	


Notes:

1 Note 1 – 

7.0 Recommendations

[This section must indicate clearly the recommended option among those listed above and why it is the preferred option. This section should be brief and address the precise authority sought. If the decision is required by a particular time it should be mentioned here.]

8.0 Proposed Implementation Strategy

[Provide key elements and an overview of the proposed strategy, including features of the “roll-out” of the preferred solution and a high-level overview of how to proceed (e.g., recommend proceeding with the project via a Project Initiation Document, Project Charter, etc. If appropriate, provide a potential project organization and governance.

9.0 Project Description

[This section is optional, providing useful information for the development of the initial project management documents (Project Initiation Document, Project Charter, etc.).]

9.1 Project Objectives

[This section succinctly states the strategic level objectives of the project, focusing on how the project will make a difference. The objectives are clearly stated, specific, attainable, and measurable.]

· [list]

9.2 Scope Statement

[This section describes the project boundaries in terms of its activities and the work to be performed. The scope should relate to the project goals and objectives, and cover all the work and only the work to be undertaken.]

[Use subheadings such as “In Scope” and “Out of Scope” to clarify what (work, processes and products) will be included within the project’s scope and what will be excluded.]

9.2.1 In Scope

The scope of the project includes:

· [list]

9.2.2 Out of Scope

The following items are out of scope and provided here to help clarify the scope boundaries of the project:

· [list]

9.3 Deliverables

[This section documents the tangible final product(s) of the project in terms of the major deliverables.]

· [list]

9.4 Financial Information

[What are the funding sources for this project?]

Appendix A  - Option 1 – Title (Detail Cost Benefit)

[image: image2.wmf]Cost - Benefit Analysis Table

Dollars in ,000's

Year

20yy

20(yy+1)

20(yy+2)

20(yy+3)

20(yy+4)

20(yy+5)

20(yy+6)

20(yy+7)

Footnotes:

Costs - Project (operational $)

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

1

Costs - Project (capital $)

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

2

Costs - Operational (systems)

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

3

Costs - Operational (Business Area)

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

4

Subtotal - Costs

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

Benefits - Cost Avoidance

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

5

Benefits - Revenue Generation

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

6

Benefits - Efficiencies

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

7

Benefits - Leveragable Value

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

8

Benefits - Soft

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

9

Subtotal - Benefits

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

Net Cash Flow (Yearly)

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

Cumulative Net Cash Flow

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

Net Value

Discounted Cash Flow Rate:

5.00%

NOTE: 

(consult with SFO on rate to use)

This interest rate is used to calculate the Present Value of future money (dollars in subsequent years).

Given that future money cannot be invested in the current year and cannot generate 

a return in that year, it is worth less than current money.  Percentage = foregone annual return rate

Period

1

2

3

4

5

6

7

8

Discounted Cash Flow (at yr end)

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

Cumulative Discounted Cash Flow

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

NOTE:

NPV

NOTE:

Discount is applied at the end

Net Present Value is the discounted dollar value of 

of each yr - including yr 1.

cumulative cost / benefit over the life cycle of the product

#NUM!

IRR

NOTE:

Internal Rate of Return is the discounted cash flow rate

 at which NPV = 0 (higher IRR = better investment)

[Recreate chart for each option. Click on the chart to open an excel worksheet]
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Notes

		Notes for Using the Business Case Cash Flow Analysis Workbook

		1		This workbook is structured as three pages - the first for data entry and analysis using pre-programmed algorithms; the second to footnote rationales for each line item and the third to provide a graphical summay

		2		The cash flow analysis page provides for an eight yr. model; please add or delete columns as appropriate to accommodate the length of the financial projection being used, taking care to drag formulas to include new columns

		3		The line items provided on the cash flow analysis page are provided only as a guide; please feel free to modify as needed to provide appropriate cost / benefit categories or granularity

		4		Note that cost and benefit data are both entered as positive numbers; net cash flow etc. are calculated as a subtraction of costs from benefits

		5		The graphical page provides an autogenerated summary of annual net cash flow and cumulative discounted cash flow, with a discounted payback point which will need to be manually adjusted

		6		In deriving values for cash flow analysis, the following algorithms were used:

				Net cash flow (given year) = subtotal benefits - subtotal costs

				Discounted cash flow (given year) = NCF(yearly) / (1 + DCF Percent) ^ Period

				Net present value = cumulative discounted cash flow (final period)

				Internal Rate of Return = Solve for Discounted Cash Flow Rate percent: NPV = $0

				THIS WORKBOOK TEMPLATE IS PROVIDED BY THE  PMO, WITHOUT WARRANTY, AS A POTENTIALLY HELPFUL

				FRAMEWORK AND IS NOT AN OFFICIALLY SANCTIONED MINISTRY FINANCIAL TOOL. USERS ARE ULTIMATELY RESPONSIBLE

				FOR THE ACCURACY & CORRECTNESS OF FINANCIAL CALCULATIONS OR RESULTS DESCRIBED HEREIN.





Cost-Benefit Analysis

		Cost - Benefit Analysis Table

		Dollars in ,000's

		Year		20yy		20(yy+1)		20(yy+2)		20(yy+3)		20(yy+4)		20(yy+5)		20(yy+6)		20(yy+7)		Footnotes:

		Costs - Project (operational $)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		1		project costs (staff time, services) funded from operating budgets

		Costs - Project (capital $)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		2		project costs (services, non-amoritzed goods) funded from capital budgets

		Costs - Operational (systems)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		3		costs accruing to the systems (amortization, maintenance, support FTE's, etc)

		Costs - Operational (Business Area)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		4		incremental costs to the business area of staffing & operating the product(s)

		Subtotal - Costs		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		Total Costs

		Benefits - Cost Avoidance		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		5		operational budget growth avoided as a result; this should appear as a cost in the base case option

		Benefits - Revenue Generation		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		6		increased or net new revenues to government as a result

		Benefits - Efficiencies		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		7		reduced operational budget due to lowered unit / process costs; these may appear as costs in the base case option

		Benefits - Leveragable Value		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		8		cost reductions or avoidance resulting from re-use of products in other areas

		Benefits - Soft		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		9		indirect benefits resulting (requires a strong rationale)

		Subtotal - Benefits		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		Total Benefits

		Net Cash Flow (Yearly)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00

		Cumulative Net Cash Flow		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00

																		Net Value

		Discounted Cash Flow Rate:		5.00%		NOTE:

		(consult with SFO on rate to use)				This interest rate is used to calculate the Present Value of future money (dollars in subsequent years).

						Given that future money cannot be invested in the current year and cannot generate

						a return in that year, it is worth less than current money.  Percentage = foregone annual return rate

		Period		1		2		3		4		5		6		7		8

		Discounted Cash Flow (at yr end)		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00

		Cumulative Discounted Cash Flow		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00		$0.00

				NOTE:														NPV		NOTE:

				Discount is applied at the end																Net Present Value is the discounted dollar value of

				of each yr - including yr 1.																cumulative cost / benefit over the life cycle of the product

																		0%

																		IRR		NOTE:

																				Internal Rate of Return is the discounted cash flow rate

																				at which NPV = 0 (higher IRR = better investment)
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		2003		2003

		2004		2004

		2005		2005

		2006		2006

		2007		2007

		2008		2008

		2009		2009

		2010		2010



Payback

Net Cash Flow (Yearly)

Cumulative Discounted Cash Flow

Year

$ (thou)
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