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PURPOSE OF THE BUSINESS CASE

This document presents the rationale and justification for projects seeking funding through the Victorian Government Economic Review Committee (ERC) Asset proposal process. The document is the third part of the DTF Gateway process, and is intended to follow Strategic Business Case and Options Analysis documents.

This version of the template is intended to be used where a project has completed an Investment Evaluation (IE) rather than the Strategic Business and Options Analysis. The template aims to reuse as much IE material as possible while conforming to the scope and intent of the Business Case.

The documents format is based on proposed revisions to the Gateway format, advised to DHS in June 04. 

The Business Case should succinctly provide all relevant detail to enable the reader to make informed decisions regarding the project's funding. 

The document should explain to the non-specialist reader:

What the project is

Why it should be done

What it will achieve

What options have been considered

How much will it cost?

How will it be undertaken?

What is the state of readiness and when will it be completed?

What are the risks and how will they be managed?

How will it be monitored

At the completion of the business case documentation should exist that addresses the points listed below. The extent of detail covered will vary according to the scope and nature of the project.

	Gateway Documentation


	Strategic Business Case (or IE)

Options Analysis (or IE)

	Planning Documents
	Service Plan

Model of Care

Recurrent Cost Modelling

	Capital Development Documentation


	Capital Benchmarking

Capital Project Requirements Brief

Master Plan

Feasibility Study

Schematic Design

Cost Plan (preferably to C)

Value Management Study

Procurements Analysis

High-level activity, time and resource plan for the whole project

	Operational Documentation
	Strategy outlining the approach to business change (including staff training, new facilities etc as

appropriate)

A communications strategy to keep stakeholders informed of the project’s progress

List of the major risks, with draft plans for managing them



The Gateway Review of the project at the completion of the Business Case is looking to:

Confirm that the business case is robust – that is, in principle it meets business need, is affordable, achievable, with appropriate options explored and likely to achieve value for money.

Establish that the feasibility study has been completed satisfactorily and that there is a preferred way forward.

Ensure that there is internal and external authority, if required, and support for the project.

Ensure that the major risks have been identified and outline risk management plans have been developed.

Establish that the project is likely to deliver its business goals and that it supports wider business change, where applicable.

Confirm that the scope and requirements specifications are realistic, clear and unambiguous. 

Ensure that the full scale, intended outcomes, timescales and impact of relevant external issues have been considered.

Ensure that there are plans for the next stage.

Confirm planning assumptions and that the project team can deliver the next stage.

Confirm that overarching and internal business and technical strategies have been taken into account.

Establish that quality plans for the project and its products are in place.

The Business Case should demonstrate that those objectives have been addressed.

Notes on the Template

General Comments

This template is based on DTF Gateway advice current at July 2004. The template is under development and will be improved with experience. Check before using that there is not a more up-to-date version.

DTF advice is in RED, DHS advice in BLUE and text to reuse in black.

The template is provided for guidance and will need to be modified to suit each project The layout may not be the way that you would prefer to scope the document, however given the volume of reports that need to be produced (and read) there are big advantages in standardisation.

The template comments and suggestions are consistent with the Strategic Business Case Template (Version 7 July 04). If a Strategic Business Case has been completed, it should be possible to edit and insert the relevant sections.

The document needs to be constructed as a stand alone document. Write it as if the reader has not read previous project documents, summarising the key points from previous processes or documentation.

Therefore:

Don't change major (level 1 headings). If a heading is not required, insert a short note explaining why, or direct the reader to other sources.

Don't change minor headings unless they are seriously obscuring the objectives of the discussion. Use additional Level 3 headings if clarification is required.

Don't modify the document styles and try not to add too many others. Most text is "Body Text" style.

Try not to go smaller than 10 point font.

Headings are in outline to Level 3.

Language should all be English (Aus)

Hints

Consider using a text box with highlights to explain main points or conclusions in complicated sections. Refer to the Alfred Centre Business Case for examples.

Look at examples of completed documents – they may not be perfect, particularly in this early stage of development, but all provide ideas and prompts. Refer to the document “DHS Business Case Documentation – Library of Resources”.

Check how well the section has been written by asking someone in your group who doesn't know the project to review. They should be able to tell you what the key issues are after a quick read.

Keep the document change log up to date.

Please provide any comments or ideas on the template to Andrew Crettenden, We will keep improving this tool.

Reminders:

Update Contents page prior to printing.

Update Headers and Footers in Section 3 only

Delete all red and blue text
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1 Executive Summary

DTF Advice: The executive summary is a stand-alone companion document to the main body of the report. It provides an outline of the proposal and the business concept, a summary analysis of the options and alternatives considered and details of the preferred option.  Text, graphics, and tables of critical numbers should be used to present the key arguments and findings to decision makers.  

Comment: Cover all high level issues that would be covered in an Executive Director’s briefing.

Clear, succinct summary of the service delivery requirement to be addressed.

Project Objectives

Alignment with government, departmental, and program strategic directions.

Options Considered

Summary of evaluation of options

Project readiness

Budget and Funding implications

Project Risks and risk management strategies

Project Profile Model

Gateway (or other) reviews

Performance Measures

Next Steps in Progressing Project

The Executive Summary should be 3 pages for small projects, a maximum of 5 pages for complex projects. Write it as if this is the only part of the document that will be read. It should cover all the issues that a decision maker will need to know about.

Write the Executive Summary at the end of the documentation, but do leave sufficient time to write it. It can be time consuming to get the arguments and logic clear in a few pages.

If it is written well, the Executive Summary can be used as the main source of briefing material.

Use short summary tables where these help clarify the points made.

Project Objectives and Scope

DTF Advice: This should provide clear statements of the objectives and scope of the proposed initiative and its connection to government priorities and the department’s strategic plan.

Strong and convincing evidence is required of the degree to which the proposed initiative or program aligns to those priorities.

It is to include a review of the objectives in the wider social and economic context.

Include key performance indicators and/or measures relating to the proposal or initiative indicating how performance in meeting the project objectives will be measured 

The objective and the scope should be re-examined and be reaffirmed at each significant milestone throughout the project development process.

The proposal needs to be completely and accurately represented and justified in non-technical terms.

The layout of this section is very similar to the Strategic Business Case template and should be largely drawn from that document if it has been completed. The section is seeking to demonstrate that the project is aligned with Government and Department strategic plans and addresses identified needs.

The reader should gain an understanding of the key policy and planning issues that have influenced the project’s development.

The focus should be on government’s service delivery requirements, priorities, commitments and outcomes rather than focusing on the outputs, activities or solutions.

For example: The service requirement is to provide 24 hour access to secondary level emergency department services for patients within the primary catchment area of the ABC Hospital.

Rather than: The service requirement is for a new 20 cubicle purpose built state-of-the-art emergency department.

As a quality check, ask “Does the section clearly explain why the project is needed.”

1.1 Introduction

This section is available to inform a reader unfamiliar with the project, of important background or historical information that is outside of the policy context, and won't be picked up in other sections. For projects that have been developed within the policy context of Section 2.2, it is probably unnecessary, as the executive summary will have summarised the key elements for the reader.

For projects that have a long or complex development history, or have unique features, this section can be used to ensure that the reader is provided with relevant background information. 

1.2 Policy Context

The policy context should briefly summarise the key policy directions and documents relevant to the project.

Consider:

State government (Financial statements, Cabinet endorsed strategies, Cabinet or ERC decisions)

Departmental (Departmental Plan, Published Departmental Strategies, Divisional funding strategies or programs. Check for policy documents in other departments, divisions, regions or local bodies that might impact or interface with the project’s scope)

Regional (Consider policy decisions in related areas that may impact on project, particularly if recently funded)

Agency (Consider current agency strategic planning)

Federal Government

Identify any related projects that might need consideration within the project (Eg. Decision of State/ Federal governments to fund and build a new University Department on site.)

All DHS Metropolitan documents should refer to:

Metropolitan Health Strategy

Growing Victoria Together

Labor Financial Statement

Agreed Health Service Strategic Plan (From 2005-)

Refer to DHS Business Case Documentation – Library of Resources for other prompts.

1.3 Project Objectives and Critical Success Factors

This section should summarise the primary objectives of the project.

The objectives will be used extensively throughout the project – including briefings, summary documents, budget papers and communications. It is difficult to justify and support a project without clear objectives, so it is of great value to have these agreed at an early point of the project.

The objectives should:

Focus on the key messages for the project

Clearly state what DHS will achieve from the project

Be short, precise, measurable and free of jargon

Be able to be used to judge the success of the project

Be able to be used as evaluation criteria for the high level solutions developed in Section 6.

The following table can be used. For simple projects, middle column could be omitted.

This section could also include; statements of Vision, commitment, partnership or other less tangible objectives that will contribute to the project’s success.

Examples of objectives are included in the Strategic Business Case template and Library of Resources.

The following objectives and critical success factors have been identified for the project.

	The {  } Project Objectives 
	To be achieved by
	Critical Success Factors

	
	
	

	
	
	

	
	
	


NB By measurable, it is meant that the objective can reasonably be judged to have succeeded.

For example. an emergency department project would be expected to (say) increase throughput, decrease waiting times, improve triage performance, reduce access block, but not to improve population health outcomes.

1.4 Alignment with Strategic Objectives

The purpose of this section is to document how the project objectives fit with or contribute to strategic objectives of the government, department, program or agency.

The strategic objectives will probably be identified within the policy directions identified within section 2.2.

It is important to have a critical view point of the alignment, and to provide quantitative measures if they are available.

The section should also detail and/or cross reference links with other capital plans. Particularly important is ranking on the DHS strategy lists, Asset planning lists and Departmental / Divisional / Regional / Agency priorities.

The Strategic Objectives must include strategies from:

Metropolitan Health Strategy

Growing Victoria Together.

{} Proposal alignment with these objectives is demonstrated by:

	Strategic Objective
	Alignment
	Evidence

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Description of Service Need 

A clear and succinct description must be given of all elements of the outputs/service to be provided, including the scope of services to be delivered.  Project outputs should have quantitative performance measures resulting from the asset proposal.

This includes assessing the full range of service outputs that may be included to enhance eventual value for money.

Proposals must directly contribute to the identified outputs and associated measures.

This section should summarise the scope of the services to be provided.

Description of the service development process should be sufficient to convey a sense of how detailed or complete the planning has been.

Append service plans in appendix and summarise the issues that relate directly to the investment decision. Focus on the needs to be met. 

Generally, this will include key points on:

Demographic trends

Demand drivers, illness trends, utilisation (inpatients, outpatients, ED presentations, operations, occasions of service etc), access issues

Service deficiencies (gaps between needs and ability to provide)

Model of care

Change of role of facility (new services, alternative services, role-conversion)

Operational or organisational efficiency

Maintenance of asset or building fabric

patient safety, regulatory compliance, OHS issues

Capacity of asset to sustain service delivery (building fabric, building services condition, site infrastructure condition)

Summarise the section with a tabular presentation of the services to be provided within the development. Try to convey a sense of volume, scope and complexity.

Some projects will benefit from a brief section on existing conditions: a description of the conditions and limitations under which services are currently provided from. The section will be particularly useful where the project involves relocation, rebuilding or refurbishing existing facilities. Where existing conditions are well described in supporting documentation (eg condition surveys) it may be sufficient to quote the major findings and reference the report in the Appendices.

2 Stakeholder Identification

Key stakeholders need to be identified, noting that this often includes other government departments, other levels of government, third parties including non-government agencies and the public.

Provide a summary of the nature of these relationships and the potential impact of the proposal. A high-level consultation plan needs to be included.

Present the wider implications of the proposal, including the impact on any other proposals which are dependent on this proposal or should be jointly considered to give optimal cross government outcomes.

Have the key stakeholders who are providing information been able to certify the accuracy of information submitted?

The clients who are the intended end users of the services proposed also need to be identified and, where appropriate, information should be provided on the likely demand and any charging policies to recover costs (either in full or in part).

Some stakeholders may be disadvantaged or not fully informed and thus not support the proposal.  Other stakeholders may resist change due to fear of the unknown (“not in my backyard”), and actively resist the proposal.  In these cases it will be necessary to outline a formal communication strategy to address these issues, including possible public communication from the responsible Minister.

2.1 Stakeholder Identification

The following overview identifies key stakeholders, issues for each stakeholder (including potential stakeholder interests, objectives, conflicts and opportunities for synergies) and the action planned to resolve conflicts or maximise opportunities.

[Consider and amend the table accordingly:

Who are the key stakeholders to be involved or impacted by the proposal?

What are the potential impacts (both positive and negative)?

How have these been managed – what has been the outcome

How will these be managed for the remainder of the project

How will additional stakeholder input to the proposal be sought and managed?

Where a communications plan has been developed, summarise plan after the table]

	Stakeholder
	Issues
	Actions & Outcomes

	Staff of Metropolitan Health Services and Community Health Services
	Support for project.

Development and adoption of new procedures.

Travel to new facilities.

Administration of partnership, funding and facility.

Project Implementation.
	Achieve firm commitment to Partnership agreements.

Achieve endorsement of project scope and objectives from the Partnership and individual entities.

Achieve endorsement of a Project Brief that outlines joint roles & responsibilities, timelines and other critical project delivery outcomes.

Establish project Governance structures.

Establish a joint planning team for each project.

Develop and implement communication strategy at key stages of the Project.

Develop Implementation Plans.

Through planning teams, involve staff in service and facility planning.

Establish change management teams.

	Metropolitan Health Services and Community Health Service Boards
	Endorsement and ongoing support of each is required from respective Boards.
	Engagement of Boards in project planning through regular briefings and presentations.

	Metropolitan Health Service Community Advisory Committees 
	The Community Advisory Committees have a role in developing services that are more responsive to the needs of the catchment population/community and to improve the accessibility, appropriateness and quality of services to consumers. 
	Consultation of both patients and carers via the Community Advisory Committee in development of model of care and care processes.

	Current (& future) patients
	The key users of the service have specific needs and requirements.

In order to achieve the aims of being patient centred, consumer consultation and engagement is needed.
	Involve consumers in the development of model of care.

Seek consumer engagement in designing the process of care.

Develop and implement communication strategy at key stages of the Project.



	Industry peak bodies & professional groups (eg. Unions, Learned Colleges)
	Implementation of a new model of care may have industrial relations and workforce implications. 
	Develop and implement a consultation strategy to engage health service unions.

Work through existing standing committees in each agency.

Develop a workforce strategy to facilitate recruitment and retention of staff. 

Engage workforce in development of new models of care. 

	Commonwealth Government 
	Alignment with Federal policies on ………...

New models of care may require new agreements between State and Federal Governments.
	?



	Other Metropolitan Health Services
	Potential impact on other health service referral patterns.
	{} were consulted during development of.

	Local primary care services, in particular GPs, referring medical specialists, and Primary Care Partnerships (PCPs).
	Support of local GPs and medical specialists is required for effective model of care.

The new model of care may require alteration to the process of referral. 
	Involve GPs and other referring practitioners in the development of the model of care and referral and discharge process.

	Local residents
	Local residents wish to be kept informed of potential developments in local area.

Potential concerns re site development, traffic, parking.
	Implement local community consultation and communication process.

Traffic management to be considered during schematic design. 

Consideration of other civic issues during all phases of the Project.

Provide information to residents at key stages of the Project.  

	Local Government 
	Local Government may share local residents concerns on issues.

Sites may require local government planning approval.

Local Government health and community services interface with {}.

Future development {}.
	Local Government representatives have been {}.

Communicate with the Local Governments at key stages of the Project. 

Seek engagement of local service providers in designing the process of care.

Traffic management and other planning issues to be considered in schematic design process. 



	DHS Program areas
	Ensure that DHS programs appropriately support {} development and implementation.
	Consult with DHS program areas at key stages of the project.

Key DHS program areas to be included in project Reference Groups.

	Government departments (DHS, Department of Premier and Cabinet and Department of Treasury and Finance)
	Successful 2005-06 Asset Investment Program bid required to fund {}.
	Regular briefings to DTF at key stages of the project.

Comply with department requirements and timelines as they relate to project planning.




2.2 Communications Strategy

Outline communications strategy where relevant.

Include discussion on how Stakeholders have been engaged, and plans to address specific or contentious issues for the project.

Summary of Options

The business case incorporates a more detailed assessment of the options examined in the options analysis phase of the project lifecycle.  It may also include additional options and /or discard some options previously considered.

Generally two or three options should be included in the shortlist, the two options which are most likely to deliver the desired outcomes and the ‘do nothing’ or minimal approach option.

Information on the present service delivery performance or condition and performance and utilisation of existing infrastructure needs to be considered.

Describe the impact on related services and assets and opportunities for integration with other government services demonstrating consideration of joined-up government.

Include information on whether the operation, or part of it, could be efficiently and reliably contracted out.

Provide details of capacity for variations to the design and/or life of the proposal.

Provide an assessment of the scope to trade-off capital and maintenance costs.

Are there interim or staged implementation solutions available?

Include information on whether the proposal, or some aspect of existing operation, can be scaled down or closed.

Detail the level of strategic thinking and the investment of departmental and other resources in the development of the business case.

Provide information on whether and how the delivery options are feasible and realistic.

Consideration of Partnership Victoria delivery options should be addressed under Procurement Strategy in Section 10.

The following sub headings indicate how the options can be presented. They may need to be modified to suit the project.

2.3 Process of Option Development

Briefly explain the process of developing and evaluating the options. For most capital projects this will involve development of non asset and asset (master planning) options, review and endorsement by Steering Committee, PCG or Executive Director via a Strategic Business Case, engagement of specialist consultants, feasibility study, schematic design, QS cost reports, revenue and cost modelling by Program and agency etc. Convey a sense of the completeness and depth of information available.

2.4 Options Considered

This section should link to the Strategic Business Case options. It should document the solutions that have been considered and evaluated during the project, particularly where solutions in the Strategic Business Case have been worked up and discounted, or new solutions emerge.

It is important to demonstrate that all feasible options have been identified and considered. Provide a logical argument for pursuing or discarding each option.

The section can be abbreviated if the Strategic Business Case and Preliminary Business Case (Options Analysis) papers have been completed, or if details are well covered in the feasibility studies. Try to cover in 2 or 3 pages by using a table format.

Note any issues that are a major consideration for the option. These can be addressed as simple statements to confirm that the issue has been considered.

The feasibility of each solution should be assessed. Consider existing conditions, integration with other providers, ability to source other providers, recurrent cost data or implications, achievement of project objectives, alignment with strategy or policy, feasibility of staging, capacity to provide interim solutions.

The solutions should include, but not be limited to:

Doing nothing – what are the consequences and issues related to not proceeding with the project. Assume that statutory and OHS requirements are met in the do nothing option.

Non-asset solutions – what options are open to progress the project objectives with minor or no capital investment. There should be enough detail to confirm that all feasible options have been considered and there are sound reasons for not pursuing the option further. Examples of non asset solutions might include:

· Ceasing to provide the service

· Providing the service from an alternative location

· Changing the service model to suit the current conditions eg provide more services from alternative locations, or patients home, reduce demands on existing infrastructure by different ways of delivering care

· Substitution of services

· Contracting out services

Potential solutions achievable within any announced budget, or budget expectation. Solutions must consider new vs refurbishment options, options for staging, options for interim works and deferral of project, 

An optimal solution

The following table formats may suit the project presentation.

High-level solutions for {} have been considered. Project findings are summarised below.

	Solution
	Constraints
	Solution Feasibility

	1 XXXXXXXXX
	
	


OR

	Solution
	Solution Description
	Solution Limitations
	Solution Feasibility

	
	
	Constraints
	Dependencies
	

	1. XXXXXXXXXXX
	
	
	
	


OR

	Solution
	Solution Description
	Comments
	Solution Feasibility

	
	
	
	


This section should conclude with a rationale for the options chosen (short listed) for further development in the business case and cite an authority for the decision (eg PCG, approved Strategic Business Case etc)

2.5 Description of Options

This section should provide a summary of the options that have been taken foreword for social and economic analysis. By this phase of the project the options will have been limited to a small number of preferred and feasible options. The options presented must include a base case, an option consistent with any previous commitments or financial limits and may contain one or more alternative options.

The layout is better suited to structured paragraphs rather than a table, however a summary table could be helpful for more complex projects.

The data for this section will usually be drawn from the feasibility study and schematic design.

A possible structure is suggested below.

The discussion points should consider

Effective life of proposal / asset

Ability to change

Assessment of feasibility & how realistic the option is.

2.5.1 Base Case

Description of option

Estimated Capital Cost

Advantages

Disadvantages

2.5.2 Option A

Description of option

Estimated Capital Cost

Advantages

Disadvantages

2.5.3 Option B 

Etc

Critical Assumptions or Constraints

Statements of critical assumptions or constraints for the proposal need to be explicitly documented.

These must be proposal-specific and must include identifying at the earliest possible stage all critical assumptions, including revenue drivers, capital and operating costs, social and environmental factors, financing constraints, availability of resources and expertise.

Any known or emerging constraints directly impacting on the proposed initiative should be included.

Regulatory, legislative, policy issues and relevant Acts which may impinge in the proposal need to be identified including information on where this may be a constraint.

Information on the sensitivity of assumptions needs to be provided, including the potential impact of significant variations in key assumptions on the choice between options and the project viability. The sensitivity analysis process involves changing the key parameters and assumptions of the proposal and examining the effect on its desired outcomes.

By assessing the impact of changing key input variables, decision-makers can concentrate their attention on those variables which are most likely to have a significant impact on the conclusions and recommendations in the business case. It will also give an indication of the likely range of expected outcomes.

Focus this section on issues that relate to feasibility of the options, and those that are critical to the project's ongoing success.

Focus this section on assumptions for the project that:

Are beyond typical project risks and parameters covered elsewhere in the document

Are critical to the projects success or implementation

Restrict or limit feasibility of options

Affect the project’s evaluation

Examples of issues that underpin project viability:

Government will pass legislation that …….

Existing assets (A,B,C) will be sold and proceeds reinvested in the project

Commonwealth / Agency / Private funds of $XX are available to the project

The project is not to exceed the available investment funds of ….

The project is to be completed by ….

Recurrent funding for the project will be met from growth funding / specific commitment etc

Commonwealth approval will be achieved to allow Medicare billing of …..

Beds will be transferred from Agency A to Agency Y in 20XX

Government will / will not fund the accommodation of …..

Car parking / MRI / Retail etc will be privately funded

Social and Environmental Analysis

Include analysis of social outcomes unless it is clear that external impacts are minimal. Social analysis is undertaken to ensure that social issues arising from a proposed investment are clearly identified and accounted for in the decision process.

An analysis of the social impacts of a proposal should:

· identify any significant social issues or opportunities directly attributable to the proposal

· identify the stakeholders involved

· outline the nature and extent of the impact on each group or individual

· develop strategies and options to capitalize on opportunities and manage negative issues.

Issues identified in this analysis should be stated clearly in the business case so that they are transparent to decision-makers and inform them of any policy implications, employment opportunities or community reactions to the proposed initiative.

The extent and nature of the social analysis element of the business case should reflect the scope of the social impacts.

An environmental analysis is required for all proposals to ensure that they meet all relevant legislative requirements and that likely community concerns are identified. Proposals should be consistent with government environmental policy.

The environmental analysis should assess:

the extent and nature of both on-site and off-site environmental consequences

the short and long-term environmental effects of the proposed initiative

opportunities to deliver environmental benefits from the proposed initiative (e.g. through the incorporation of conservation and sustainability initiatives)

Where an assessment confirms areas of significant environmental concerns, possible intervention strategies and options should be developed to feasibly address these concerns. The costs and benefits associated with these strategies should be identified, valued or ranked, and then accounted for in the assessment of options.  

Social and environmental impacts should be identified as either quantified (e.g. carbon emissions) or non-quantified (e.g. sense of security) as a different methodology will apply for integration into the Economic and Financial Analysis 

For some major proposals, a formal public interest test may be required. Public Interest may be addressed separately in Section 12.

Further assistance is provided in Chapter 7 of the Investment Evaluation Policy and Guidelines.

Use this section to document the social benefits of the proposal and options.

The section needs to demonstrate the total amount of benefits from the proposal and distinguish between options.

A useful approach would be to first descriptively address the social outcomes. The CMB IE case study categories remain relevant.

	Impact on Clients
	Quality of patient care

Patient, carer and visitor access

Patient safety

Travel Times

Patient or community Health outcomes( consider availability, access to care)

Appropriateness of Model of Care

Disruption to care

	Impact on Provider
	Capacity to fulfil designated role

Capacity to provide desired model of care

Capacity to adapt to new practices or care models

Efficiency of care, including flexibility of care, adaptability of infrastructure

Security

Management of risk, including regulatory compliance

Staff working environment including OHS, security

	Impact on Household
	Profile of service

Community expectations

Local amenity including noise, traffic

Local planning, facilities

	Impact on Business / Industry
	Services at nearby facilities

Private sector

	Impact on Labour Market
	Construction

Recurrent 

	Impact on Government
	Consistency with Government policy

	Impact on Environment
	


Factors relevant to distinguishing between options can then be evaluated in a tabular form for carry through to the economic and financial analysis.

Economic and Financial Analysis

This is to include detailed analysis of the economic costs and benefits of the options under consideration and an analysis of the relative financial costs and benefits.  The economic and financial analyses should use discounted cash flows in calculating the net costs and benefits of a proposal.

All assumptions are to be transparent.

Information on full lifecycle costs including recurrent costs is to be included.

All the overall costs and benefits should be quantified where possible, including social and environmental costs and benefits.

The discount rate applied to the net cash flows should be 5 per cent real before tax for very low risk projects (i.e. accommodation and related services).  The Use of Discount Rate in Partnerships Victoria Process: Technical Note (July 2003) sets out the relationship between project risk and discount rate.

The source of cost and performance information used as a basis for the analysis and its likely accuracy needs to be covered.  This would include whether revenue and cost information has been constructed using accepted methods and techniques prescribed by the agency, and/or accepted industry practice.  In the event that estimates are used, the basis of those estimates needs to be disclosed. 

As part of this economic assessment it is essential not just to consider quantitative measures but also to incorporate measures of a qualitative nature. This is particularly important because many social costs (such as increased pollution) and many social benefits (such as reduced mortality) can be difficult to quantify, much less to value in dollar terms. Furthermore, socio-economic benefits are the prime drivers for many investment choices in service areas of human services, education and law and order.

A financial analysis is used to determine the costs and quantifiable risks (as identified in Risk Analysis and Management in Section 9) of a proposal from government’s perspective. It demonstrates the level of cost recovery expected.

A financial analysis does not take into account any benefits to the beneficiaries that are not captured as a revenue stream of the proposal.

Agency-specific business improvement initiatives need only consider agency costs and benefits (or cost savings).

Whole-of-government or cross-agency initiatives must consider costs and benefits from a broader perspective and look to how participating agencies share the benefits, costs and risks.

Benefits included in the cash flow analysis should be limited to direct benefits only; flow-on effects or unrelated factors can be mentioned but should not be included in the cash flow analysis.

Because the objectives of financial and economic analysis are different, it may be that a proposal is not seen as ‘financially viable’ (positive net present value) even when it is economically viable to government.  Government proposals, which are economically viable when externalities, market imperfections, etc are considered, will not always be financially viable on narrow cash flow considerations and will need to draw from funding sources.

One method of ranking these proposals is to prefer those proposals that meet the service needs at the minimum discounted cost, all other things being equal.

Another method, where economic benefits and costs cannot be reliably quantified, is to use a rating system.  Comparisons and ranking of options (for example, a high/medium/low ranking-scale and weighted criteria reflecting the importance of the different benefits and costs being ranked) should be used to support the analysis.  This ranking and weighting of socio-economic impacts allows non-monetary considerations to be compared with monetary impacts and may be important in areas of health, education and welfare where the market for the outputs from the asset proposal is not fully developed.  

More detailed guidance can be found in sources such as Chapters 6, 7 and 8 of the Investment Evaluation Policy and Guidelines.

For proposals requesting continued or additional funding (for a new phase, new module, or as a result of increased costs), evidence is required that the newly submitted information reflects any changes to the overall cost, benefit and risk.

This section requires further definition. Until further advised, projects should use the CMB Investment Evaluation analysis approach.

Risk Analysis and Management

The business case must identify all material risks associated with the proposal, an indication as to who is positioned to bear those risks, and a proposed means to manage risk.

Each proposal will invariably involve some element of risk and uncertainty. Risk encompasses a range of factors, which may result in a proposal failing to deliver the expected outputs and/or outcomes at the estimated cost and time.

Both risk and uncertainty are rarely able to be removed, but can usually be managed. The risks should be assessed in detail and strategies developed to reduce or manage them for the preferred option.

Where appropriate strategies can be devised to manage the risks, they should be documented and included in the business case.

There will be a potential range of project specific risks. There will be some non-project specific risks to be addressed such as general and non-divestible financial market risk.

To assist in identifying the various risks inherent in a proposal, the following categories of risk should be considered:

change in law/policy, commercial, commissioning, completion/construction, contractual, demand, economic, environmental, financial, implementation, investment planning, management, obsolescence, operations, organisational, political, private sector, regulatory/technological, residual value ,upgrade

These risks need to be assessed for the business case on an ongoing and routine basis during proposal development (including the degree of risk sensitivity associated with assumptions used). A risk management planning process should also be covered.

Further assistance is provided in Chapter 10 of the Investment Evaluation Policy and Guidelines, Partnerships Victoria Risk Allocation and Contractual Issues Guide (June 2001) and Partnerships Victoria Public Sector Comparator: Technical Notes (June 2001 and July 2003).

The Business Case should follow the following layout.

2.6 Project Profile Model

The Project Profile Model indicates that this project has a weighted risk score of {}and is therefore a {} risk (Level {}) project.   Appendix 2 provides detail.

2.7 Project Risk Management 

The purpose of this section is three fold:

To alert decision makers to any risks in the project that might be material to the decision making at this point, or need to be resolved prior to a later decision;

Confirm to decision makers that a thorough process has evaluated all risks relevant to the stage of the project;

To ensure that a program of work is in place to address the major risks identified.

This section should concentrate on the most significant risks – a full risk analysis if completed should be appended.

Further work is to be done on the formatting and presentation of this section

The section format might include:

A risk management plan will be developed within the Preliminary Business Case. The major project risks identified to date include:

2.7.1 Service Planning

{Detail Risks}

2.7.2 Cost Risks

2.7.3 Section should include a generic statement covering DHS CMB cost management approach. Refer to CMB for details.

2.7.4 Land Acquisition

{Detail Risks}

2.7.5 Model of Care

{Detail Risks}

2.7.6 Recurrent Funding

{Detail Risks}

2.7.7 Budget Approval

{Detail Risks, especially related to not proceeding, or deferral or delay of funding.}

2.7.8 Implementation Risk

{Detail Risks}

Procurement Strategy

Outline the strategy required to enable procurement of the services or the project.

The possibility of Partnerships Victoria delivery is to be fully and objectively considered for initiatives where the net present cost of the cash flows is greater than $25 million. Partnerships Victoria has real potential to deliver value for money where:

it is possible to clearly define required outputs to allow a payment mechanism to be structured

the project has complexity and there is significant scope for innovation

there are opportunities for risk transfer

there is a potential market interest in the proposal.

The Gateway process has a separate document and evaluation of the procurement option. The essential point at the Business Case is to:

Determine if the project is potentially suitable for a Partnerships Victoria delivery strategy and should proceed to the business case

In practice, health projects under $100m are unlikely to be suitable for PV delivery unless there is significant scope for innovation and opportunities for risk transfer not available through alternative procurement strategies. This is consistent the Fitzgerald review.

Outline any principles of procurement that will require cabinet endorsement

Document assumptions on procurement that impact on a decision to proceed (eg complexity, timing, risk, cash flow etc)

Note if procurement strategy is different between options

Budget Analysis and Funding Strategy

A budget analysis should illustrate how the preferred option meets the proposal’s objectives. A budget analysis should allow decision-makers to consider the option which will deliver the best outcomes in line with government objectives and have a demonstrable impact on output/service delivery performance. Where hard budget constraints exist (where funding sources are not available or are not endorsed for the proposed investment), it may not always be the case that the option which provides the highest net benefits will be selected. Instead, decision-makers may select the option that maximises net benefits within the overall budgetary constraints and investment mix.

The budget analysis must identify the operating budget (revenue and expenses) over the proposal’s lifecycle and the capital cost impacts over its life (initial costs and any known renewals requirements) together with cash flows for each financial year over the forward estimates period.

It should outline:

the impact on the department’s outputs and associated outcome targets (i.e. measurable impact on performance);

the cost impact including all changes to revenues and expenses (capital charging, depreciation equivalent as well as maintenance, security, cleaning etc.) and the impact on the net cost of agency outputs; 

asset investment requirements net of any income from the sale of surplus or redundant assets (net capital costs); and

cash outflows and inflows, including explicit identification of the proposed funding sources and details of any financial arrangements including user charging.

This section should summarise the findings and conclusions from sections 6,7,8,10. It should detail the financial and asset approvals sought to proceed with the project.

Indicate where the project sits in the DHS Asset Management Plan and Multi-Year Strategy.

Indicate which part of the asset management cycle is being targeted eg, DHS ERC bid for 200x/x

3 Public Interest Issues

Detail the public interest issues (e.g. accountability, transparency, consumer rights, access). These should have been highlighted during the strategic assessment and options analysis stages. Include information on how those public interest issues are being addressed. 

Refer to the Partnerships Victoria Practitioners’ Guide (June 2001) for further explanation of public interest issues.

Complete where necessary

Implementation and Timing

A range of proposal delivery performance measures (milestones) is necessary at the project level, including those related to standards to be met, timing issues, location (where relevant), benefit realization and costing.

Detail timing and delivery sequencing requirements and the potential lead-time expected:

An indicative and realistic timetable should be developed outlining the key delivery events of the proposed initiative.

Details are required of the implementation issues, particularly those cases where: there is a physical site involved – in the event that a site is not already held, details of the site acquisition strategy will be required, including details of how this might impact on timing, sequencing and costs of the proposed initiative and consideration of planning requirements; and specific environmental requirements is required.

Detail the project schedule information, including information on potential competing priorities; skills, capabilities, and availability of agency staff; contractor expertise and experience; etc.

Confirm that all actions necessary to progress the initiative have been adequately identified.

Identify resourcing implications for the department.

Consider:

Project management and governance

Project Brief (Where available – if project has not appointed Consultants, project brief is unlikely to be available).

Risk Management Planning

Capital planning

Further work on non-capital options

Capital and recurrent cost analysis

Preparation of Preliminary Business Case

Financial and resource implications for the next stage

Timetable for implementation for the next stage and proposed indicative timetable for the project?

Site acquisition strategy

Preliminary Communication Strategy

Preliminary Change management Strategy

3.1 Project Brief

[Provide details of the Project Brief for the next project phase, if available – else provide details on how it will be achieved.

Indicate resources required and who is responsible for completing the tasks. Demonstrate that the project has been allocated sufficient and appropriate resources to manage the project according to the brief and timelines.]

3.2 Project Timelines

Provide a summary of the overall project time lines

Recommendation

A clear recommendation is required for the preferred option, outlining the reasons for the recommendation.

 Endorsement

It is important that the primary author of the business case is identified and signs it off.

Provide details of any review process.

Further signature of the Chief Financial Officer and the Department’s Secretary are required for business cases to be considered by the ERC.

The document must be endorsed by the DHS Program Executive Director and Executive Director Financial and Corporate Services.

As a DHS document, it should not be endorsed by external agencies, but this section should contain a statement detailing the level of endorsement by the agency, Steering Committee or other project committees.

Eg

The Strategic Business Case was endorsed by the joint DHS / Agency Steering Committee [or PCG] on [data] and subsequently by the Board of [Agency] on [date].

Endorsed:

	Shane Solomon

Executive Director

Metropolitan Health & Aged Care Services
	
	Lance Wallace

Executive Director

Financial and Corporate Services Division

	Date:       /      / 2004
	
	Date:       /      / 2004


Supporting Documents

List documents that support this Strategic Business Case:

Relevant DHS policies and strategic documents

Service Plan (Signed off) (Dated)

High Level Options Analysis

Project Brief for next stage.
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