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Appendix
This section should identify the costs and benefits that will be used to assess each alternative contained in an agency’s Business Case document. It should include the sources that were used to identify specific costs and benefits.  All reference materials, cost sheets, vendor quotes, and supporting tables should be included in this Appendix also.  

There are a number of tables and worksheets contained in the Business Case Financials Excel workbook (found at https://www.oregon.gov/das/OSCIO/Pages/OSCIO-templates-and-forms.aspx) that can be used to document and quantify the proposed investment’s costs and benefits, as well as analyze and measure the results. Conversely, you are free to use your agency’s financial methodology to capture and analyze the cost, benefit and risk of each alternative.  Please be sure to specify the analysis time period being used for the financial analysis – fiscal year, calendar year, biennium, etc.
Financial Model and Cash Flow Projections

The centerpiece of the business case will be a financial model summarizing projected cost and benefit results over the analysis time period. This will include two cash flow statements.  One cash flow statement will illustrate the cumulative costs and benefits of each alternative.  The other cash flow statement will compare the incremental costs and financial benefits of each alternative against the current state (see attached excel cash flow worksheet example).
There are a number of tables to assist you in capturing your costs and benefits.  These tables can be found in the companion excel workbook.  The tables, graphs and projections created from the workbook can be included within this Appendix and a summarization of the findings should be included in the body of the business case in the Alternatives Analysis Section. The summarized results should include such items as:

· What are the cash flow projections for each alternative?

· What are the costs across the timeframe of the analysis period for each alternative?

· What are the financial benefits for each alternative?

· Are there any important financial metrics to provide? Such as:

· The payback or break even period for each alternative

· The total cost of ownership (TCO) or lifecycle cost for each alternative

· A price to performance ratio – cost per transaction multiplied by the assumed number of transactions over the analysis period.

· Cost per client or citizen, etc.

Cash Flow Projections

Cash Flow 

The expected cash outflows from each cost item should be projected for each year of the analysis time period.  Also, the impact of the financial benefits items should be projected as cash inflows over the same period. Depending on the agency, cash inflows may include such things as tax revenues, license or permit fees, or other charges levied directly from businesses or citizens.  

These projections determine the funding requirements for the proposal and each alternative scenario.

Cost savings and avoided costs

Some alternatives will anticipate cost savings, compared to the current state or status quo alternative.  A proposed alternative may also include costs that will be avoided (such as avoided overtime hiring, decreased printing and postage, or avoided costs of service disruption).

Note that the only way to demonstrate cost savings or avoided cost savings is by comparing proposed alternatives with the current state or status quo. 

Cash flow projections should be developed on the accompanying cash flow template spreadsheet. The spreadsheet is designed so that as the data is entered for each alternative, the summary table and graphs are automatically generated within the worksheets. The tables and graphs that follow in this template are examples and placeholders. When the final spreadsheet tables and graphs are completed, they should be pasted in this Appendix in place of the included examples.

On the following pages, paste images copied from the cash flow spreadsheet template in this order:

· The cash flow statement for the proposed alternative

· The cash flow statement for each alternative 

· Note that it may be necessary to copy more worksheets depending on the number of alternatives that were considered against the proposed alternative.

· The cash flow statement for the current state

· The incremental cash flow for each alternative compared to the current state

· The Summary Table of Financial Metrics

· Cash flow graphs

· Cost model Analysis (the cost model with cost figures)

Pasting an image (Windows metafile) is recommended rather than a live link or an embedded spreadsheet object.  After copying a spreadsheet area, return to its page in this document, and use Paste Special, Picture (Windows metafile) 

Proposed Alternative Cash Flow Projections

Estimated cash inflows and outflows for the analysis period are as follows: 

All of the tables that follow are examples – use the tables that accompany this template in the excel worksheet.  There are embedded formulas and graphs and tables that will automatically calculate and display your data.  The tables from the excel spreadsheet can then replace the tables that currently appear in this template 

Proposed Alternative Cash Flow Table

[image: image1.emf]

Alternative 2 Cash Flow Table
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Baseline Data for Current State Table
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Proposed Alternative Incremental Cash Flow Table
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Incremental Cash Flow Alternative 2 Table
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Financial Metrics Summary Table

[image: image6.emf]
Cash Flow Graphs – Net Cash Flow

The “Bottom line” or net cash flow results for each alternative scenario in the business case are summarized in graphical form, on both an annual basis (upper left) and a cumulative basis over the years (upper right).  

Also, the incremental cash flow projections (the difference between proposal and business as usual) are  

illustrated on an annual basis (lower left) and cumulative basis over the years (lower right).

Note that these graphs are automatically created based on the data that is entered into the excel cash flow tables.  The resulting graphs can be pasted into the business case here to replace the example graphs.
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[image: image9.bmp]Cost Model Analysis (Total Cost of Ownership)

Analysis Period: July 1 2008 – Jun 30 2013

These tables are place holders for the template.  The workbook will automatically build these tables with the entered data under the TCO tab.
	PROPOSAL
SCENARIO
	Project & Implementation Costs
	Operations, Ongoing Maintenance & Support
	Totals



	State Data Center Cost(SDC)
	0.0
	0.0
	0.0

	Hardware


	0.0
	0.0
	0.0

	Software
	0.0
	0.0
	0.0

	Staff:
	
	
	

	· User or Program Staff 
	0.0
	0.0
	0.0

	· IT Staff
	0.0
	0.0
	0.0

	Services:
	
	
	

	· Personal Services
	0.0
	0.0
	0.0

	· Other Services
	0.0
	0.0
	0.0

	Supplies
	0.0
	0.0
	0.0

	Totals
	0.0
	0.0
	0.0


	DO NOTHING
SCENARIO
	Project & Implementation Costs
	Operations, Ongoing Maintenance & Support
	Totals



	State Data Center Cost(SDC)
	0.0
	0.0
	0.0

	Hardware


	0.0
	0.0
	0.0

	Software
	0.0
	0.0
	0.0

	Staff:
	
	
	

	· User or Program Staff 
	0.0
	0.0
	0.0

	· IT Staff
	0.0
	0.0
	0.0

	Services:
	
	
	

	· Personal Services
	0.0
	0.0
	0.0

	· Other Services
	0.0
	0.0
	0.0

	Supplies
	0.0
	0.0
	0.0

	Totals
	0.0
	0.0
	0.0


	INCREMENTAL COSTS
	Project & Implementation Costs
	Operations, Ongoing Maintenance & Support
	Totals



	State Data Center Cost(SDC)
	0.0
	0.0
	0.0

	Hardware


	0.0
	0.0
	0.0

	Software
	0.0
	0.0
	0.0

	Staff:
	
	
	

	· User or Program Staff 
	0.0
	0.0
	0.0

	· IT Staff
	0.0
	0.0
	0.0

	Services:
	
	
	

	· Personal Services
	0.0
	0.0
	0.0

	· Other Services
	0.0
	0.0
	0.0

	Supplies
	0.0
	0.0
	0.0

	Totals
	0.0
	0.0
	0.0


Non-Financial Business Results

Benefits are the driving reasons for taking action.  While the list and table that follow discuss non-financial benefits, please note that many of those benefits can and should be quantified and included as financial benefits.  Also note that part of your business case or project design could include methods for measuring some of the non-financial benefits to assess whether or not the business case benefits were achieved: such as including baseline data that can be used to assess future benefits.  For example, data showing current transaction processing time could be included in the case and an analysis of a range of probable future processing times (given the proposed investment) could be evaluated.

For each non-financial benefit, 

· Identify the benefit (what changes are expected or what the alternative is expected to deliver)

· Explain how the benefit is measured or made tangible. Identify key performance indicators that should show benefit impact

· Measure the expected benefit in terms just described (bullet above)

· Explain which state or agency goals, or strategic objectives, the benefit supports

· Provide evidence that the agency and stakeholders consider the benefit important. 

The following is a table that may be helpful for identifying, classifying, and prioritizing non-financial benefits. (Note: many of these non-financial benefits could be financial benefits if enough data is available.) 

BENEFITS TABLE: Benefits Identification:

	Benefit Categories
	Possible Examples 

	Process Improvements
	

	· Staff Utilization
	· If staff can be redeployed to other duties, etc.

	· Streamlined process
	· No redundant steps, fewer steps, manual processes automated, etc.

	· Reduced processing time
	· 10 days to 1 day, 

· Meeting statutory timeframes for reporting

	· Improved internal controls
	· Accountability and increased audit compliance & recordkeeping

	· Achieved Policy Objectives
	· Citizens receive better quality & timely services

	· More stable IT environment
	· Business continuity

· Reduced errors

	New or Enhanced Service
	

	· New or improved service
	· Automated transactions

· Ability to receive services on line

	· Customer intimacy
	· Tailored services

	· Access to Information
	· Ability to view public records or transaction status

	Public/Stakeholder Satisfaction
	

	· Legislative or regulatory compliance
	· More adaptable to law changes

	· More timely information
	· More effective decision making ability backed by accurate information 

	· Streamlined processes
	· Easier for public to do business with government

	Strategic Alignment
	

	· Directly supports State, Agency Missions or business plans
	· Increased government accountability or responsiveness to citizens

	· Shared services
	· Economies of scale through shared state services such as security,  e-gov, geospatial

· For example, the ability to receive a license plate at an auto dealership

· Purchase a fishing license at a retail location




Cost and Benefit Analysis Checklist

Does the Cost and Benefit Analysis Section ….

· Present a cash flow summary table (spreadsheet) for each alternative action (Proposed Alternative, Alternative 2, 3… and Current State)?

· Present a total cost of ownership (TCO) summary analysis for each considered alternative and an incremental TCO comparing each alternative with the current state/”status quo”?

· Present an incremental cash flow summary comparing each considered alternative to the current state/”status quo”?

· Use the incremental cash flow statement to identify and measure expected cost savings, avoided costs, or cost increases under the proposal (compared to the current state/”status quo”)?

· Present cash flow estimates for costs and benefits that are based on reasonable and known assumptions (either from the Assumptions and Methods Section, or an Appendix to this document)?

· Use the same cash flow structure for all considered alternatives?

· Compare all alternatives with respect to contributions to state and/or agency goals and objectives? Look for and measure non-financial benefits in all considered alternatives?

· Identify non-financial benefits in tangible terms (including key performance indicators?)

· Provide evidence that each non-financial benefit is important to the agency and to stakeholders? 
· Explain how each alternative aligns with and supports state and/or agency strategic/business plans 
· Explain how each alternative aligns with and support the Governor’s goals, priorities and initiatives, the current Enterprise Information Resources Management Strategy, and other IT-related statewide plans, initiatives, goals and objectives.
Risk and Mitigations

Risks pertain to the threat of potential events or circumstances that may jeopardize the project’s success. For each risk identified, indicate its likelihood of occurring and the consequences/impact if it does occur. Present a strategy with specific practical guidance on how to mitigate each risk.

Consider the likelihood of success for each alternative from a Business, Organizational, and Technical perspective, and what is at stake if something goes wrong or is not handled effectively.

To conduct a more formal assessment of the business and technical complexity of the proposed alternative go to: 

http://www.oregon.gov/DHS/admin/bpm/btm/docs/BTCA_Combined_Template_V8_SSI_corrections_ACB.doc 
Business/Organizational Risks

Consider the effects and magnitude of the alternative to existing business architecture. Impacts may include the need to: 


modify/optimize/eliminate existing processes and procedures


introduce new processes and procedures


integrate processes and procedures within or across business units


perform analysis, develop a plan or strategy


interrupt service or modify organizational structure

Also, the agency should consider risks associated with the:


Level of executive and staff support for the change being proposed


Agency’s demonstrated ability to manage projects of this size and complexity


Skills and experience available to implement this approach


Agency’s ability to manage internal and external (contractor) staff


Number of users impacted


Level of training that might be required


Length of time the agency has to complete the project or implement this alternative

Technical Risks

Consider the information technology implications for this alternative.  Impacts may include the need to:


Develop new or modify/enhance/replace existing systems (hardware/software/applications) 


Integrate systems within or across business units, agencies, or jurisdictions


Perform technical analysis, develop implementation plans or strategies


Modify transaction volumes or hours of system operation, maintenance and support


Develop new service level agreements (SLAs) or modify established SLAs
Also, the agency should consider risks associated with the:


Maturity and stability of the system or technology being considered,

Scope, size and complexity associated with implementing the alternative being considered,

Technical staff skills and experience implementing the specific technology platform and tools being considered,

Level of system configuration or customization being considered, and

Roles and responsibilities of internal and contractor staff on the project.
Risks and Contingencies Checklist

Does the Risks and Contingencies Section ….

· Identify all the known business, organizational, and technical risks?

· Describe the likelihood (probability) of the risk and the consequences (impacts) of its occurrence, in financial terms and in terms of impact on project delivery?

· Describe which risk factors that can be managed or controlled to some degree, and describe the target level risk mitigation that must be achieved?  

· Describe which risk factors cannot be managed or controlled, but which must be watched or monitored during implementation and operation, because they could have costly consequences or other negative impacts?

· Present a strategy and specific guidance for mitigating risks with each scenario?

· Include a high-level risk assessment for all alternatives…. and a more detailed assessment should be performed for the recommended alternative
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