Business Case

Name of Project


BUSINESS CASE 
	DOCUMENT FILE NAME & LOCATION:
	K:\2584_ CYPR_PPCB\Work\Guide\Chapter1\Chapter1_v.2.1\Final\Annex 1-2_Business Case Template.doc
Insert Document Name & Source Location

	DOCUMENT VERSION:
	Insert the current version of the documents development (e.g. 1.0 or 1.1)

	DATE:
	Enter the date of development

	PROJECT TITLE:
	Insert the title of the project for which the present document is prepared.


Amendment History

	Version
	Date
	Comment
	By
	Approved

	
	
	
	
	

	
	
	
	
	


Associated Documents (This document should be read in conjunction with):
	Title of Document
	Version

No/File Name
	Date

	
	
	

	
	
	


Approval 

	Approver
	Name
	Date

	
	
	

	
	
	


Note: The text given in italics in the document template provides explanatory notes and definition of terms. Template users should take a copy of the template and cut out all the unnecessary text replacing it only with what is necessary for this specific project.

Table of Contents
31.
DESCRIPTION OF BUSINESS NEED/ PROBLEM/ OPPORTUNITY


32.
SCOPE OF PROJECT


43.
STRATEGIC ALIGNMENT


44.
AVAILABLE OPTIONS


44.1
Option 1 – {Name of the option}


44.1.1
Description


44.1.2
Benefits


54.1.3
Costs


64.1.4
Cost/Benefit Analysis {optional}


74.1.5
Feasibility


74.1.6
Risks


84.1.7
Assumptions


84.2
Option 2 – {Name of the option}


84.2.1
Description


84.2.2
Benefits


94.2.3
Costs


94.2.4
Cost/Benefit Analysis


94.2.5
Feasibility


94.2.6
Risks


94.2.7
Assumptions


95.
RECOMMENDED OPTION


95.1
Options Ranking


105.2
Option recommended


106.
HIGH LEVEL PLAN


107.
APPENDIX




PURPOSE OF DOCUMENT

The object of this Business Case template is to provide a consistent format for presentation to the decision making/approval bodies. This document should be kept concise and only contain information relevant to this project and under the suggested headings. Further information can be added as appendices but the main document must be a stand alone document.

1. DESCRIPTION OF BUSINESS NEED/ PROBLEM/ OPPORTUNITY
Outline the fundamental business need, problem or opportunity which the resulting project will directly address. Provide a summary of the core business need, problem or opportunity which has been identified including:

· A generic description of the core issue to hand or the identified opportunity

· The reasons why the problem exists or any supporting evidence to prove that the opportunity is real. These may include:

· Business Vision, Strategy or Objectives

· Business processes or technologies which are not operating efficiently

· New products or processes which have been identified

· New technology trends (or opportunities resulting from new technologies introduced)

· Commercial or operational trends which are driving changes in the business

· Changes to Statutory, legislative or other environmental requirements

· Socioeconomic changes   
· The elements which create it (e.g. human, process, technology)
· The impact it is having on the business (e.g. financial, social, cultural, operational)

· The timeframes within the problem must be resolved or the opportunity will likely exist 

2. SCOPE OF PROJECT
Set out the principal objectives of the project. Define the basic outcomes and the timescale within which they will be undertaken. 

3. STRATEGIC ALIGNMENT
Define why the project should be undertaken now. Identify the business needs and their contribution towards fulfilling organisation’s business strategy and objectives. Questions that should be addressed here are:

· How well does the proposed way of meeting the requirement support the organisation’s objectives and current priorities?

· Can the scope be changed if there is not a strategic fit?

· Is the project needed at all?

· Are the stakeholders committed to the project? 

4. AVAILABLE OPTIONS
This section provides a full listing of all solution options, their benefits, costs, feasibility, risks and issues. Try to minimise the number of options available by conducting a detailed Feasibility Study beforehand (refer to subchapter 1.5.1.3 of the Best Practice Guide). For each solution/ option identified, the following information is required:

4.1 Option 1 – {Name of the option}

4.1.1 Description
Provide a summary of the option identified, including the general approach to be followed as well as the key elements of the solution (e.g. human resources, equipment, organization, process, technology etc.).

4.1.2 Benefits

List all anticipated benefits (both tangible and intangible), resulting directly from the implementation of the solution. Make sure to include both financial (e.g. new revenue generated, cost reduction) and non-financial benefits (e.g. improved operational efficiency, decrease of unemployment, reduction of environmental pollution). Try to quantify both measurable and non-measurable benefits, since this will help you to elaborate the cost/benefit analysis in the next step. If a conduction of a cost/ benefit analysis is not absolutely necessary (e.g. in case of a simple or low value project, in case there is only one possible/ feasible solution) then you should try to describe the non measurable benefits in terms of quality and importance. In order to be helped for identifying the potential benefits consider also the implications of NOT doing the project – what benefits would be missed? 

You should consider benefits to all project stakeholders, including the agency/ organization and its employees, as well as the end users (taxpayers). In addition to benefits that directly relate to previously identified business problems or needs, identify other benefits that will result from the project. For example, a project to expand the existing waste water treatment facilities would not only meet a business need to serve the connections of new households to the existing drainage network, but will also contribute to the limitation of marine pollution.
Basic categories of benefits that should be estimated are the following:

· financial/ economic (e.g. revenue generated, costs saved, etc.)

· operational/ technical (e.g. improved operational efficiency, enhanced quality of product, service or work, innovation)

· social (e.g. decrease of unemployment, improved citizen’s satisfaction, improvement of living conditions i.e better health facilities or reduction of pollutants)
· environmental (e.g. enhancement of sustainable development, reduction of ambient air pollution or land contamination or marine pollution, minimization of wastes, saving of energy)
For more details on how to identify and estimate benefits refer also to Annex 1-3 of the Guide.  
4.1.3 Costs

List all the costs that the organization can expect to incur as a result of implementing this solution. If the costs are incurred over than one year, show the spread of costs over different years. 

Provide details of the anticipated whole life costs of a project. Whole life costing takes into account the total cost of an item over its life from determining the need for it through to its eventual disposal and replacement. It includes the costs of maintaining and operating the item, as well as the purchase (or rent or lease) price and the cost of consumables.

Do not forget to define necessary funding required, at each stage of the project lifecycle, including staff cost, consultants, equipments purchases and licensing agreements.

Basic categories of costs that should be estimated are the following:
· personnel (management, professional staff, support staff, employees of the implementing agency)

· external collaborators (providing expertise, technical services)

· training, if required (training material, lecturers, rent of venues, per diems)

· material resources (premises, furniture, office equipment, machines, tools, cars, …)

· deliverables (goods, services, works to be purchased …)

· purchasing/ renting/ leasing costs

· operating/ ongoing costs

· maintenance and service costs
· depreciation costs
· disposal costs

· waste treatment costs (if applicable)

· contingencies (cost to cover risks and related unforeseeable expenditures; high risks identified in the risk assessment may entail substantial allocation for this line item)

· overheads of the implementing agency (office rent, administrative support, electricity, water, heating, communication, fuel…).

For more details on how to identify and estimate costs refer also to Annex 1-3 of the Guide.  
4.1.4 Cost/Benefit Analysis {optional}
The elaboration of a Cost/Benefit Analysis (CBA) for a potential investment is usually a complicated task that is carried out by specialized professionals or is assigned to external advisors, since it involves advanced calculations, socioeconomic models and various assumptions. Briefly the CBA is used to justify the project costs or investment that must be made to realize the identified benefits. For more information on the elaboration of cost/benefit analysis refer to subchapter 1.5.1.2 and Annex 1-3 of the Guide.

The elaboration of a formal Cost/ Benefit Analysis is not necessary for every project. In cases of very short term investments or of low-value and simple projects, where the solution is rather unique or the need is urgent, you can skip this task/ section. However, in case of projects that you apply for funding from the Structural Funds (e.g. Cohesion Fund, ISPA) the CBA is a prerequisite for receiving approval of Funds and needs to be carried out very carefully and with the assistance of experts.
4.1.5 Feasibility

Describe and assess the feasibility of the solution. In order to adequately complete this section a Feasibility Study may need to be performed to quantify the likelihood of achieving the desired project result. However, the Feasibility Study may also be conducted prior to Business Case in order to minimise the alternative solutions. In this case you have to transfer its results in this section.

The elaboration of a Feasibility Study for a possible solution is usually a complicated task that is carried out by specialized professionals or is assigned to external advisors. For more information on the elaboration of Feasibility Study refer to subchapter 1.5.1.3 of the Guide.
4.1.6 Risks

Summarise the most apparent risks associated with the adoption of this solution. Risks are defined as “any event which may adversely affect the ability of the solution to produce the required deliverables”. Each risk category listed in the following table should be reviewed in order to identify and describe the particular risks and then each risk item should be rated according to its likelihood and its potential impact to the project outcomes. To reduce the likelihood and impact of each risk, clear mitigating actions should be defined. 
	Risk Category
	Risk Description
	Likelihood
	Impact
	Mitigating Actions

	Strategic/ Commercial
	e.g. The decision to implement the project via a Public-Private-Partnership does not meet the business objectives 
	e.g. Low
	e.g. Low
	· Attention should be paid to  the transfer of risk between the public and private entities during the contract development 

	
	
	
	
	

	Economic/ Financial/ Market
	e.g. Shortage of funds
	e.g. Medium
	e.g. Very High
	· Application for co-financing

·  Strict cost estimation and control.

	
	
	
	
	

	Legal and Regulatory
	e.g. Changes in the legal framework could block the construction process 
	e.g. Very Low
	e.g. Very High
	· Frequent reviews of the relative legislation in order to have the time to react to a potential change

	
	
	
	
	

	Organisational/ Management
	e.g. Lack of human resources due to engagements in other projects
	e.g. High
	e.g. Medium
	· Develop a detailed resource allocation plan

	
	
	
	
	

	Political
	e.g. Change of government 
	e.g. Low
	e.g. High
	· Install stable mechanisms for project design and implementation in order to minimise the impact of a potential political change 

	
	
	
	
	

	Environmental
	e.g. The construction of a dump will cause disturbance of the nearby ecosystem  
	e.g. Very low
	e.g. High
	· Perform an Environmental Impact Assessment Study before the construction

	
	
	
	
	

	Technical/ Operational/ Infrastructure
	e.g. Technology solution available is unable to deliver required results
	e.g. Low
	e.g. High
	· Run a pilot project to prove that the technology solution will deliver the required results

	
	
	
	
	


Risk ratings at this point are general estimates and need to be revised and formalised as more is learned during the Project Planning process (by documenting a Risk Management Plan and a Risk Log) and throughout Project Execution. At this point, provide best estimates in order to assist your decision on the preferable Option.

4.1.7 Assumptions
List the main assumptions related to the adoption of this option. This could include major assumptions made for the cost (e.g. the prices of raw materials will not increase during the project implementation period), the risks (e.g. there will be no legislative changes during this project), the availability of human resources and equipment (e.g. additional personnel will be assigned to the implementation of this project from other units of the agency, agency owned facilities will be sufficient to cover the needs of part of the project). 
4.2 Option 2 – {Name of the option}

4.2.1 Description

As defined above in section 4.1.1
4.2.2 Benefits

As defined above in section 4.1.2

4.2.3 Costs

As defined above in section 4.1.3

4.2.4 Cost/Benefit Analysis

As defined above in section 4.1.4

4.2.5 Feasibility

As defined above in section 4.1.5

4.2.6 Risks

As defined above in section 4.1.6

4.2.7 Assumptions

As defined above in section 4.1.7

5. RECOMMENDED OPTION
Under this section you should compare the key characteristics of each option (Benefits, Costs, Feasibility, and Risks) in order to decide on the preferable solution option.
5.1 Options Ranking
In the following table identify the criteria for each category according to which the solution options will be assessed. Then decide on a mechanism to rate each criterion in order to determine a total score for each option. For example, you could use ratings from 1 – 10, where the 1 indicates the lowest value and 10 the highest value that a criterion can take. However, you should be very careful when rating cost and risk criteria, where a high value indicates low costs and low risks respectively.

You could also consider (but is optional) to assign weights to the criteria in order to highlight the importance of each one compared with the others. For example in a project of great social benefit, such as the construction of new water supply network, the citizen’s satisfaction criterion should be assigned with a higher weighting factor (e.g. 70%) than the improved efficiency one (e.g. 25%).  
For calculating the total score for each option you have to add the ratings of each criterion (after you have multiplied them with the weighting factor, if this is the case).    

	Category
	Criteria
	Weighting Factor {optional}
	Option 1
	Option 2

	
	
	
	Rating

[1-10]
	Score
	Rating

[1-10]
	Score

	Benefits
	e.g. Increased revenue
	5%
	8
	0,4
	4
	0,2

	
	e.g. Improved efficiency
	25%
	6
	1,5
	8
	2,0

	
	e.g. Citizens’ satisfaction
	70%
	10
	7,0
	9
	6,3

	Costs
	e.g. Implementation cost
	80%
	6
	4,8
	8
	6,4

	
	e.g. Operating cost
	15%
	4
	0,6
	6
	0,9

	
	e.g. Maintenance cost
	5%
	8
	0,4
	8
	0,4

	Feasibility
	e.g Technology aspects
	100%
	6
	6,0
	7
	7,0

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Risks
	e.g. Lack of human resources
	40%
	4
	1,6
	5
	2,0

	
	e.g. Acceptance by local society
	60%
	1
	0,6
	2
	1,2

	
	
	
	
	
	
	

	
	Total Score
	
	
	22,9
	
	26,4


* Note: In case that you have already conducted a formal cost/benefit analysis you should replace the two first categories (Benefits, Costs) in the above table with the results of the CBA analysis (e.g. IRR, NPV) and rate them accordingly.
5.2 Option recommended
Based on the highest Total Score achieved in the above table, list here the Recommended Option for Business Case approval (in the specific example Option 2 is the recommended one). Describe the main reasons for choosing this option instead of the other options previously identified. 
6. HIGH LEVEL PLAN
Identify the key milestones that will be encountered during the project life cycle. Define all major dependencies including any interfacing with other projects (e.g. What other works or projects must be accomplished for this project to succeed?)
7. APPENDIX
Attach any documentation that you think is relevant to the Business Case (e.g. material from Needs identification & assessment process, Feasibility Study research materials, analytical cost/benefit spreadsheets, relevant correspondence with potential implementing bodies)
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