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[bookmark: _Toc138925266]About this Document   
The purpose of this document is to provide a template for a council to draft a Strategic Outline Case (SOC). This template is based upon the HM Treasury Green Book Five Case Model[footnoteRef:2] and seeks to follow and build upon the Better Business Cases Guidance.  [2:  The Green Book (2022) - GOV.UK (www.gov.uk)] 


Visit the Net Zero Go platform to find out more about business case development, the Five Case Model, the Strategic Outline Case (SOC), and tools for completing the activities in this document.

[bookmark: _Toc138925267]Guidance on document use

	Key
	

	[image: Lights On with solid fill]
	Blue text boxes with this icon are for information purposes and should be deleted once the Strategic Outline Case is complete.


	[image: Meeting with solid fill]
	Green boxes with this icon propose potential workshop activities that may facilitate the collation of information required. These can be deleted once the workshops have taken place.

	Italics and grey highlight
	This document includes suggested text and footnotes on aspects that can be considered as part of the overall text within each section, where they are relevant for the project. These are illustrative and should be replaced with project specific information.



· Where substantial suggested text is provided, it is not intended to be used in its entirety but to assist the user in compiling the most useful information relevant to the project. This information should be streamlined providing references for follow up, when possible, to further information.
· Graphs and tables are included for illustrative purposes on how these can be replicated with project specific data for the completion of the Strategic Outline Case. 
· In specific sections, there will be items to define. These items are identified in square brackets [  ]. Those areas that require further definition include: 
· Section 5.2 Strategic Context: clarity required regarding whether the overview relates to a local authority; council owned companies or ventures; project or programme.
· Section 5.3 Case for Change: clarity required regarding whether the objective is a strategic, spending or investment objective.
· The Commercial Case: clarity on whether the purpose of the commercial case is to deliver a procurement, agree a well structured deal between the public sector and its service providers or develop a commercial model for a new entity.
· Experience demonstrates that an SOC is best developed through a number of workshops, involving key stakeholders, at critical phases of a project’s development. This can facilitate the collation of information and add immeasurably to the robustness of the case and, consequently, to the approval and successful delivery of the project. The number of workshops required will depend on the complexity of the project and resources available to deploy. Green boxes within the guidance propose potential workshop activities that may facilitate the collation of information required. 

[bookmark: _Toc138925268]Green Book supplementary guidance

Various supplementary guidance documents have been published by HM Treasury which build upon the original guidance. Some of these should be considered in relation to all projects, for example:

· Accounting for the effects of climate change[footnoteRef:3]; and [3:  https://www.gov.uk/government/publications/green-book-supplementary-guidance-environment ] 

· Valuation of energy use and greenhouse gas emissions for appraisal[footnoteRef:4]. [4:  https://www.gov.uk/government/publications/valuation-of-energy-use-and-greenhouse-gas-emissions-for-appraisal ] 


Some of the guidance documents are for specific types of project, for example: transport, health, competition, crime, asset valuation, etc. The full range of supplementary guidance documents can be found on the Gov website.[footnoteRef:5] [5:  https://www.gov.uk/government/collections/the-green-book-and-accompanying-guidance-and-documents#supplementary-guidance ] 
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Outline the key decision(s), approval(s) and/or recommendation(s) which are documented within the business case.
	[image: Lights On with solid fill]


	· This should align with your internal decision-making process and delegated authority levels. 
· Approval may also require supplementary documentation which can support this Strategic Outline Case
· The final approval list should be agreed with the project team who are seeking approvals from their senior decision makers.












[bookmark: _Toc138925270]Executive Summary
	
We recommend that this section is completed by a local authority Officer or someone with knowledge of how best to translate the more technical elements of the five cases into locally relevant strategies and benefits.

	



	
The Executive Summary should tie the five cases together, giving a clear introduction to what the project is trying to achieve and how it will do it. It should briefly set out the case for change, what must be done to make this change, and how it will be implemented. 
The Summary should introduce the narrative to the project and must clearly state the desired outputs. 

This section should be around 2 pages and should include:
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	[image: Checkbox Checked outline]
	A high-level overview of the objectives, existing arrangements and business need.
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	A description of the project alongside a map or image (if relevant)
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	A summary of any previous activities in relation to the project
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	An overview of the options reviewed and the critical success factors (CSFs)
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	Identify the preferred way forward for delivery of the scheme
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	Recommend short-listed options for further review with indicative costs
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	An overview of the commercial, financial and management arrangements for successful delivery of the project.
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[bookmark: _Toc138925272]Background

[Local Authority/ Organisation/ Project]
Project and/ or local authority specific. 


[bookmark: _Toc138925273][bookmark: _Hlk132631765]Strategic Outline Case 

The purpose of the SOC is to establish the case for change and to provide a preferred way forward for senior management’s approval prior to going onto the more detailed planning stage. Completing the SOC includes: 
•	making the case for change;
•	agreeing the strategic context;
•	determining the objectives, existing arrangements and business needs;
•	determining the potential scope of the project;
•	determining the project benefits, risks, constraints and dependencies;
•	exploring the preferred way forward;
•	agreeing the CSFs;
•	determining and appraising the long list options;
•	recommending a preferred way forward; and
•	providing an overview of the commercial, financial and management.

This report represents an SOC assessment of proposals to develop [insert relevant project information].
The approach adopted is in accordance with the HM Treasury ‘Green Book’ Guidance for Business Cases, and therefore consists of five separate elements. The five elements are:

	Strategic Case
	Covering strategic context and ambitions for the proposed changes being considered.

	Economic Case
	Identifying and assessing the additional public value that could be generated by the proposed changes and quantifying as far as possible the monetary impact of those changes for the public purse.

	Commercial Case
	Exploring the business implications of the preferred option that emerges from the Economic Case in terms of legal process, HR, estates, ICT and third-party expenditure. 

	Financial Case
	Assessing whether the preferred option is affordable and the source of funding for any upfront investment costs required.

	Management Case
	Considering the ‘achievability’ of the preferred option and looking at the actions that would be required to ensure successful delivery in accordance with best practice.


[bookmark: _Toc138925274]Strategic Case  
	
The purpose of the strategic dimension of the business case is to make the 
case for change and to demonstrate how it provides strategic fit. 

At SOC stage, the following actions are required:
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	Agree the strategic context for the project by providing an overview of the sponsoring organisation and explaining how the project is strategically placed to contribute to the delivery of organisational goals.
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	Provide a brief overview of the organisation, including the purpose of the organisation, its vision and mission statements, strategic goals, business aims and key stakeholders 
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	Explain how the project supports the existing policies and strategies of the organisation and will assist in achieving the business goals, strategic aims and business plans of the organisation.
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	Determine spending objectives, existing arrangements and business needs. A robust case for change requires a clear understanding of:
· what the organisation is seeking to achieve
· what is currently happening
· what is required to close the gap between where we are now (existing arrangements) and where we need to be in the future (business needs).
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	Determine potential business scope and key service requirements. Consider the range of business functions, areas and operations to be affected and the key services required to improve organisational capability on a continuum of need, where:
· the ‘core’ coverage and services required represent the ‘essential’ changes without which the project will not be judged a success.
· the ‘desirable’ coverage and services required represent the ‘additional’ changes which the project can potentially justify on a cost/benefit and thus Value for Money basis
· the ‘optional’ coverage and services required represent the ‘possible’ changes which the project can potentially justify on a marginal low cost and affordability basis.
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	Determine benefits, risks, constraints and dependencies.




	Workshop 1: Determining the case for change
	[image: Meeting with solid fill]

	Aims and Objectives: 
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	identify and agree objectives, existing arrangements, business needs, and potential scope for the project.
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	identify the key service requirements for the project, related benefits and risks, constraints and inter-dependencies.

	
Key participants: 
Senior Responsible Owner, Board Members, Project Director, Project Manager and team members, external stakeholders and commissioners, customer and/or user representatives, technical adviser(s), financial adviser(s), facilitator.


	Outputs:
· SMART objectives.
· Business needs and potential scope for the project.
· Key benefits and risks, constraints and dependencies.


	This may need to be done over a series of workshops/ meetings depending on the number of options available and the time you have available from colleagues to engage with this content.
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The strategic case assesses strategic fit. 
This section sets out the investment objectives and identifies a range of opportunities and benefits that could be delivered as well as highlighting the main risks and constraints.


[bookmark: _Toc138925276]Strategic context

[Local Authority/ Organisation/ Project] overview: Business Strategy and aims

	
Provide a brief overview. This may include:
· the current range of services being provided;
· staffing and governance arrangements; and
· the existing financial position – funding streams / expenditure.
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	Determine how the project aligns with other projects and programmes within the business strategy and strategic portfolio. This should include consideration of local policies, initiatives, and projects.





Other relevant strategies 

	
Set out the strategic policy context and how this project supports the wider public sector’s objectives. 

The information below can be used to create an overview of the wider policy context. It is not intended to be used in its entirety but to assist the user in compiling the most useful information, relevant to the project. This information should be streamlined providing references for follow up, when possible, to further information.

This should include:
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	Relevant international, national, regional, sector policies and targets, funding etc.

	
	




National context

The UK Government has committed to reducing carbon emissions to net zero by 2050, and over 80% of local authorities have now declared a climate emergency, and a similar proportion have a climate action plan[footnoteRef:6], and set targets for reaching the position of net zero carbon. Many of those targets are to secure net zero by 2030 – less than seven years away Local government and the public sector generally, have an important role to play when it comes to achieving the net zero target and combating the climate emergency.  [6:  Progress-in-reducing-emissions-2022-Report-to-Parliament.pdf (theccc.org.uk)] 


The introduction of new Government policy and funding seeks to support national ambitions to decarbonise all sectors of the UK economy to meet the UK’s net zero target by 2050 including heat from heat networks. 

The following section provides a high-level overview of the national policy drivers and funding opportunities in relation to [project type]: xxx



Local Policy context

	
Set out the local policy context/ council commitments: 

The information below can be used to create an overview of the local policy context. It is not intended to be used in its entirety but to assist the user in compiling the most useful information, relevant to the project. This information should be streamlined providing references for follow up, when possible, to further information.
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	climate emergency declaration
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	climate action plan
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	sustainability plan
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	growth and supporting infrastructure requirements.
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	planning implications





Council commitments 

The Council’s climate emergency declaration and climate action plan sets the organisation’s mandate to reduce its own operational carbon emissions to reach net zero by xxxx. Key strategy aims and priority goals for the Council teams to work towards are as follows:
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The Case for Change should provide a clear understanding of the spending objectives and target outcomes for the intervention, existing arrangements and future business needs 
	[image: Lights On with solid fill]







Objectives

	
Specify the objectives for the project and key drivers for intervention. 

The project’s spending objectives will typically address one or more of the 
following five generic drivers for intervention and spend. These are:

· To improve the quality of public services in terms of the delivery of agreed outcomes (effectiveness). 
· To improve the delivery of public services in terms of outputs (efficiency).
· To reduce the cost of public services in terms of the required inputs (economy).
· To meet statutory, regulatory or organisational requirements and accepted best practice (compliance). 
· To re-procure services in order to avert service failure (replacement). 
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Examples: 
· The Council’s strategic objective is to accelerate the decarbonisation of buildings within [insert local area] and determine the technical and commercial viability of [project] to deliver this objective.
· To decarbonise [X] by [X].

Existing arrangement 

	
Provide a factual picture of the organisation’s current service model.  
This is the Business as Usual (BAU).
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	Describe the existing infrastructure
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	Identify and describe any existing similar projects in the area
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	Provide any information on existing initiatives provided by the council/ partners available to local residents and businesses






Business needs – current and future.

	Specify the business needs required to achieve the agreed objectives. 
Focus on the “service gaps” from which to measure future improvements. 

This analysis should consider service demand and capacity planning
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According to the Committee on Climate Change (CCC), local authorities have power or influence over approximately one third of greenhouse gas emissions in their geographic areas, the challenge for them is that their sphere of direct influence is limited to their own buildings, services and contracts.

Potential scope and key service requirements. 


	
Identify the potential scope for the project in terms of the operational capabilities and service changes required.
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	Describe any physical components of your project and location(s).
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	Specify the main benefits associated with the achievements of the objectives by category, beneficiary and class. Distinguish benefits from outcomes.

Outline expectations in reference to:
· Direct public sector benefits (to the originating organisation) 
· Indirect public sector benefits (to other public sector organisations)
· Wider societal benefits (householders, individuals and benefits)
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Some potential examples highlighted below:

	Category
	Sub-category
	Benefit
	Beneficiary

	Financial 
	Direct
	Low cost energy bills ((compared to market alternatives) – scheme offtaker 
	Council 

	Financial 
	Direct
	Revenue generation
	Council 

	Socio-economic value
	Indirect 
	Supply chain development 
	Council

	Socio-economic value
	Indirect 
	Jobs and GVA
	Council

	Carbon/ Environmental
	Indirect
	Area wide emissions reduction
	Council

	Carbon/ Environmental
	Direct 
	Emissions reduction – scheme offtaker 
	Council

	Carbon/ Environmental
	Direct
	Contribution towards Net Zero/ Sustainability targets
	Council

	Carbon/ Environmental
	Indirect
	Air quality improvements
	Council/ Community

	Systems
	Direct
	More resilient grid infrastructure
	National Grid/ Council

	Systems
	Direct
	Demand reduction
	National Grid 

	Systems
	
	System costs 
	Developers

	Community 
	Indirect
	Improved infrastructure 
	Residents/ Businesses

	Community 
	Indirect
	Health and wellbeing
	Residents/ Businesses

	Community 
	Direct
	Low cost energy bills ((compared to market alternatives) – scheme offtaker
	Residents/ Businesses

	Community
	Direct
	Emissions reduction – scheme offtaker
	Residents/ Businesses

	Regulation
	Direct
	Ability to meet current/ future regulation/ policy – scheme offtaker
	Council/ Developers/ Businesses

	Financial
	Indirect
	Reduced ongoing management conditions
	Developers 

	Etc
	
	
	




Risks


	A risk register should be developed from the beginning of the project. It should be updated and reviewed on a regular basis and used as the source for:
· identifying the main business and service risks (in the strategic case section);
· quantifying and appraising the business and service risks (in the economic case section);
· apportioning and transferring service risks (in the commercial case section); and
· mitigating and managing risks over the entire life cycle of the scheme.
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	Specify the main risks associated with the achievement of the project’s spending objectives and the proposed counter measures for avoidance, mitigation and management





Development of [insert project type] projects carries a number of risks which need to be managed and mitigated. Key areas of risk and ways to mitigate these risks are set out in Appendix [  ]. 

Risks to which the Council are exposed to can be grouped into three broad categories:

Business risks will remain with Council and cannot be transferred. Key risks include:
· Loss of support for the project or change in risk appetite with change of administration between political cycles.
· Reputational damage to the Council if the project fails to deliver.

Service risks are associated with the design, build, financing and operational phases of the project and may be shared with parties outside of the Council. Key risks include:
· Ability to access finance/ grant funding.
· Ability to reduce / manage development risk.
· Local opposition. 
· Delays in securing necessary permissions (e.g. planning).
· Lack of customer connections 
· Cost and timescales for securing grid connections
· Weaknesses in supply chain to deliver scheme.
· Availability of workforce with required skills (in supply chain).
· Capacity and performance of (any) partners to deliver optimal operation and maintenance.
· Ability to control procurement process.

External risks affect all society, are not connected directly with the project and are inherently unpredictable. Key risks include:
· Changes in (wholesale) gas/ electricity prices.
· Access to and increasing costs of labour and materials 
· Inflation
· Political commitment
· Progress of grid decarbonisation
· Unknowns on district heat route i.e buried utilities, ground contamination


Constraints

	Specify any constraints that have been placed on the project. These should not be artificially imposed and restricted to items, generally resources and time constraints, that have been agreed.

Constraints could include funding timeframes and funding stream specifications, limitations or restrictions to scheme scope, any set timeframes, defined quality specifications to be delivered, and resource constraints (equipment, materials, staff etc.). Details should also be provided on how the constraints will be managed.
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Constraints are external conditions and agreed parameters within which a project must be delivered where the Council has little or no control. These include:
· UK and international agreements, including subsidy control rules.
· Data limitations
· Grid connection capacity
· Locations for an energy centre

Dependencies

	Specify any dependencies outside the scope of the project upon which the ultimate success of the project is dependent. This should include interdependencies between programmes and projects and external dependencies.
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Dependencies are outside the scope of [insert council name] but affect its ultimate success – they include inter-dependencies with other service portfolios and external dependencies: 
· Impact of Government policies and programmes that interact with [project type]
· (Any) changes to planning guidance
· Availability of specified grant funding
· Grant funding eligibility requirements 
· Treasury balance sheet constraints and availability of funding 
· Energy pricing
· Future cost inflation
· Investors and developers target rates of return
· The impact – if any – of technological developments
· Impact of any changes in political administration (local and national)
· Add to list as appropriate (timescales, funding etc)


Conclusion

	Summarise key points from the Strategic Case.
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	The purpose of the economic dimension of the business case is to identify the proposal that delivers best public value to society, including wider social and environmental effects
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	Demonstrating public value requires a wide range of realistic options to be appraised (the long-list), in terms of how well they meet the objectives and critical success factors for the scheme; and then a reduced number of possible options (the short-list) to be examined in further detail. The Preferred Way Forward (PWF) emerges from the appraisal of the long-list, and the Preferred Option from the appraisal of the short-list.

The short-list usually includes the BAU, a realistic and achievable ‘do minimum’ that meets essential requirements, the preferred way forward (if this is different) and any other options that have been carried forward. These options are subjected to cost benefit analysis (CBA) or cost effectiveness analysis (CEA), where more appropriate, to identify the option that offers best public value to society. 

The challenges are:
· To begin by selecting the ‘right’ options for scope, solution, service delivery, implementation and funding, otherwise options will represent sub-optimal Value for Money (VfM) from the outset.
· To justify higher cost options in relation to BAU and the ‘do minimum’. 
· To measure and monetise the benefits and risks.




	Workshop 2: Exploring the Preferred Way Forward
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	The Green Book advises that at least one workshop takes place, to ensure that the key stakeholders are engaged earlier on, can challenge, and assist to shape the direction of the project.

Aims and Objectives: 
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	agree the critical success factors
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	determine the long list options for each of the five key dimensions (identified below)
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	appraise the long list options
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	provide an overall RAG rating for each option in relation to how well the option meets the objective and critical success factors (CSFs)
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	discount unviable options

	[image: Checkbox Checked outline]
	carry forward possible options
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	recommend a preferred way forward
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	provide an initial appraisal of the short-listed options

	
Key participants: 
External stakeholders or commissioners, Director of Finance, Commercial Director, economic adviser, customer and/or user representatives, project manager, facilitator. 


	This may need to be done over a series of workshops/ meetings depending on the number of options available and the time you have available from colleagues to engage with this content.






[bookmark: _Toc138925280][bookmark: _Toc417057864]Purpose

The purpose of the economic case is to identify and appraise the options for the delivery of the project and to recommend the option that is most likely to offer best Value for Money to society, including wider social and environmental effects as well as economic value.

[bookmark: _Toc138925281]Introduction

The aims and objectives of [insert project name] can be delivered in different ways.
[bookmark: _Hlk115464255]The Economic Case is based on four steps:
· Identifying and agreeing the critical success factors (CSFs) against which to appraise options, alongside their ability to meet the aims and objectives;
· Identifying a ‘long list’ of possible options for satisfying [insert project name] potential scope, and appraising how well each option meets the strategic objectives and CSFs agreed so as to identify the Preferred Way Forward (PWF) based on consideration of the strengths, weaknesses, opportunities and threats of each option;
· Developing a ‘short-list’ of options for further appraisal including business as usual (BAU) – the benchmark for value for money – a ‘Do minimum’ option – a realistic way forward that acts as a further benchmark for value for money – and ‘recommended’ PWF; and
· Undertaking the value for money analysis based on an economic appraisal of the ‘short-list’ of options to assess their costs and benefits and the associated risks to identify the preferred option. 


[bookmark: _Toc138925282]Identifying and Short-listing options 

[Strategic/ spending/ investment] objective 


Example objective
The Council’s strategic objectives for this project is to determine whether it is technically and commercially viable to develop [insert project] to accelerate the decarbonisation of buildings within [insert local area]. 


Critical Success Factors 
	Agree and formalise a set of critical success factors (CSFs). These are the attributes essential for successful delivery of the project, against which the assessment of the options for the delivery of the project will be appraised, alongside the objectives.
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Critical success factors are the evaluation criteria for high level appraisal of long list options to determine which options to take forward.

The evaluation criteria below, were agreed by XXX on the XXX at XXXX.

	Key critical success factors 
	Description
	Examples 

	Strategic case
	How well does the option provide strategic fit and business need?
	· Ability to achieve [the objective]

	Economic case
	How well is the option likely to deliver public value? 
	· Ability to deliver wider benefits beyond heat decarbonisation
· i.e skills development, reducing energy system costs, fuel bills, health and wellbeing

	Commercial case
	How well does the option match the ability of suppliers to deliver the required services? How attractive is the option?
	· Willingness of potential suppliers to bid for and deliver work?
· Capacity and capability of the Council/ local suppliers etc


	Financial case
	How affordable is the option? 
	· Ability to attract finance/ funding
· Willingness/ Ability to self-fund
· Ability to access grant


	Management case
	How achievable is the option? (Time, resources etc)
	· Ability to deliver within timescales
· Ability to access required resources
· Appropriate governance structure etc





Identifying and appraising the long-listed options 

	Identify a wide range of possible options for achieving the project’s business needs, potential scope and service requirements, and undertake an assessment of how well each option meets the objectives and critical success factors agreed for the project.
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	The options will need to range from ‘Business as Usual (BAU), through to the ‘do minimum’ and ‘do maximum’ and any intermediate options considered.
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	Provide an assessment of each option in terms of how well it meets the spending objectives and critical success factors agreed for the project. This can be done via an assessment of its Strengths, Weaknesses, Opportunities and Threats (SWOT analysis) or in a more simplified manner by assessing the advantages and disadvantages of each option and how well it meets the agreed objectives and critical success factors (CSFs).
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	Discount any unrealistic options and carry forward any possible options for further consideration.
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	Identify the preferred way forward (PWF). This is the option that is considered the most plausible to optimise public value.




An options framework filter was used to identify and develop the long list of options for [insert project name]. This was then reduced to a short-list for more detailed appraisal. 
The option filter framework provides a structured approach to identifying and filtering a broad range of options for delivering policies, strategies, programme and projects based upon five key dimensions: 
· service scope (what is covered); 
· service solution (how - interventions and projects considered); 
· service delivery (who - organisation and operating model considered); 
· implementation (when - phasing and timing);
·  and funding (spend).
The key dimensions align to the Five Case Model. For each dimension, the aim is to identify the PWF, discounting and carrying forward other possible options to the short-list of options for more detailed appraisal in the value for money analysis. 
In order to progress to a short-list of options, the advantages and disadvantages of individual choices have been considered, together with how well they are likely to meet the strategic objective and critical success factors agreed for the delivery of (insert project/ programme name). These are available in Appendix XXX.

Scoping Options:

	Below are illustrative options for presentation of the Options Framework Filter.
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	For each of the 5 key dimensions, you will need to identify:
· Discounted options
· Options being taken forward for further consideration
· The preferred way forward 

Please note: Dimensions may have a varying number of options available. The table below is illustrative only. 

Consider numbering and/ or colour coding the results for ease of use/ interpretation. A RAG rating can be an effective method of identifying the different outcomes for each option and can help to provide a single page summary of the options considered.
 
If using a RAG rating, you should only have one green (PWF) for each dimension. You can have multiple red (discounted options) and amber (options for further investigation).




The following options were considered across the five dimensions:

	Dimension 

	BAU
	Do Minimum 
	Intermediate 1
	Intermediate 2
	Maximum

	1. Service scope (what)
	
	
	
	
	



· The service scope may wish to consider:
· Provision of heat and/ or power
· Low carbon or zero carbon heat and power 


	Dimension 

	BAU
	Do Minimum 
	Intermediate 1
	Intermediate 2
	Maximum

	2. Service Solution (how)
	
	
	
	
	




· Identify options. This could include:
· BAU – existing baseline
· [project type]
· Different technological solutions


	Dimension 

	BAU
	Do Minimum 
	Intermediate 1
	Intermediate 2
	Maximum

	3. Service Delivery (who)
	
	
	
	
	



· Identify potential delivery options. This could include: 
· Self-delivery
· Private sector partnership
· Private sector

	Dimension 

	BAU
	Do Minimum 
	Intermediate 1
	Intermediate 2
	Maximum

	4. Project Implementation (when)

	
	
	
	
	



· Identify options. This could include:
· any critical timescales identified by the council
· developer/ investor determined 


	Dimension 

	BAU
	Do Minimum 
	Intermediate 1
	Intermediate 2
	Maximum

	5. Project Funding
	
	
	
	
	



· Identify potential funding options. This could include: 
· Council funding (capital budgets/ PWLB etc)
· Grant funding 
· Finance (Funding providers/ ESCOs/ UK Infrastructure Bank)


Summary of outputs

The table below captures possible combinations of options for delivery of XXX from which the short-list options have been drawn. 


The [steering group/ relevant Board or working group] agreed that the PWF was XXXX. 

Other viable short-listed options include:
 

	Options 
	BAU
	Do Minimum 
	Intermediate 1
	Intermediate 2
	Maximum

	Project scope 
	
	
	
	
	

	Project solution
	
	
	
	
	

	Service Delivery 
	
	
	
	
	

	Project Implementation
	
	
	
	
	

	Project Funding 
	
	
	
	
	





Preferred way forward

	Identify the preferred way forward for the project against each of the five key dimensions.

Note: the preferred way forward is NOT the preferred option at this stage. The preferred option is identified from the appraisal of the short-listed options.
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[bookmark: _Toc138925283]Short-listed options 

	The Project Business Case at SOC stage should identify a minimum of four short-listed options for further appraisal at OBC stage. 

These could include:
· Business As Usual (BAU) – the benchmark for Value for Money
· ‘Do minimum’ – a realistic way forward that also acts as a further benchmark for Value for Money, in terms of cost justifying further intervention
· The preferred way forward at this stage
· One or more other possible options 

Care must be taken to avoid ‘rigging’ and ‘retro-fitting’ options that have been pre-determined
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The options workshop(s) generated the following short-list of options for further consideration and appraisal:


Risk assessment

	Identify and quantify the risks associated with the options contained in the economic appraisals for the project’s short-listed options.
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Conclusion

	Summarise key points
	[image: Lights On with solid fill]












[bookmark: _Toc138925284]Commercial Case 
	The purpose of the commercial dimension of the business case is to demonstrate that the preferred option will result in a [viable procurement/ a well-structured deal between the public sector and its service providers/ commercial model for a new entity.
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Demonstrating a viable procurement requires an understanding of the market place, knowledge of what is realistically achievable by the supply side and research into the procurement routes that will deliver best value to both parties.
 
Putting in place a well-structured deal requires a clear understanding of the services, outputs and milestones required to be achieved and of how the potential risks in the Design, Build, Funding and Operational (DBFO) phases of the scheme can best be allocated between the public and private sectors and reflected in the charging mechanism and contractual arrangements. The challenge for the public sector is to be an ‘intelligent customer’ and to anticipate from the outset how best public value can continue to be secured during the contract phase in the face of inevitable changes to business, organisational and operational requirements.

The commercial appraisal, at OBC stage, is normally undertaken with the assistance of a mixture of commercial, procurement and legal advisors working alongside the council and relevant members of the internal project team. This should be considered where the necessary skills and resources are not available in-house. 

At SOC, the commercial case will provide information, where available, on the commercial strategy and an overview of delivery options available. When considering the commercial strategy, early consideration of the following issues is helpful:

· Physical elements of the project
· The roles performed in the project and consideration of parties involved
· The contracts and agreements which typically arise for the project

Detailed guidance has been produced on this topic by DESNZ  and the key points are summarised below.

Some of this information may be available from the strategic and economic case and can be referenced in this section alongside next steps.

The SOC should also set out what further analysis will be provided as part of the OBC. Information in this section is limited in comparison to both the Strategic and Economic Case.

Completing the commercial case may require undertaking the following actions for the preferred option identified in the economic case:


	[image: Checkbox Checked outline]
	Determine the procurement strategy

	[image: Checkbox Checked outline]
	Determine the service streams and required outputs
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	Outline potential risk apportionment
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	Outline potential payment mechanisms
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	Identify the contract(s) to be used and the key contractual issues
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	Identify any personnel implications





[bookmark: _Toc138925285]Purpose

The purpose of the commercial dimension of the business case is to demonstrate that the preferred option will result in and viable procurement resulting in a well-structured deal between the public sector and its service providers.


[bookmark: _Toc138925286]Commercial Strategy and Delivery Options 

Heat Network requirements

	Consider the technical solution identified in the Economic Case and what will be required for the project.
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Roles and responsibilities	

	Where possible, summarise early consideration of whom would perform key roles and responsibilities. These roles include:

1.	Promotion
2.	Customer
3.	Governance
4.	Regulation 
5.	Funding 
6.	Asset Ownership
7.	Development of Property
8.	Land Ownership
9.	Landlordship
10.	Installation
11.	Operation
12.	Sale of heat or power
13.	Supplier of last resort
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Assigning parties to undertake the roles achieves two key outcomes:
1. Managing and assigning opportunity and risk
2. Defining procurement routes for delivery and operation of the Network
Once roles have been assigned it should be clear which roles need to be procured. 



Contracts required 

	
It may be beneficial to outline the types of contracts that will need to be considered. 

It is unlikely that contract forms will need to be determined at this stage but local authorities may find it useful to reference contracts that may be required further down the line
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Potential Delivery Options

	
Where possible, summarise the suitable delivery vehicle(s) and commercial model(s) for delivering the critical success factors outlined in the economic case. You may wish to discount or identify a preference for delivery options based upon shortlisting within the Economic Case.
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Whilst there are many potential combinations of parties fulfilling the various roles, there are [x] main types of delivery model that can be identified, depending on the parties undertaking the different roles:


[bookmark: _Toc138925287]Key activities in developing the Outline Business Case

The Outline Business Case will investigate and refine the following options:

· Physical elements of [project type]
· How will the functions of [design, build, operation and maintenance] be delivered and by whom?
· Who are potential counterparties, contractors, concessionaires, and partners
· The delivery vehicles that will be considered 
· The contracts and agreements which will be required
· What types of Customers will there be?
· What is the approach to procurement? 


[bookmark: _Toc138925288]Financial Case 
	The purpose of the financial dimension of the business case is to demonstrate the affordability and funding of the preferred option, including the support of stakeholders and customers, as required. 
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	Demonstrating the affordability and fundability of the preferred option requires a complete understanding of the capital, revenue and whole life costs of the scheme and of how the Deal will impact upon the balance sheet, income and expenditure and pricing arrangements (if any) of the organisation. 

The challenge is to identify and resolve any potential funding gaps during the lifespan of the scheme.

Completing the financial case requires preparation of the financial model and the financial appraisals.

The above should include the contingencies (in £s) necessary to ensure that there is sufficient financial cover for risks and uncertainties.

Building the model may require specialist advice from accountants and financial advisers from outside of the organisation. In these circumstances, the organisation’s Director of Finance and the Project’s Senior Responsible Owner must play a lead role in vetting and maintaining the integrity of the model, since responsibility for its use as a decision-making tool ultimately falls to the organisation.

At SOC, the financial case will provide information, where available, on potential capital and revenue requirements, potential funding options that could be considered.

The SOC should also set out what further analysis will be provided as part of the OBC. Information in this section is limited in comparison to both the Strategic and Economic Case.


	The following financial statements are required for the project spend:
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	Budget statement – which should be based on Resource Accounting and Budgeting (RAB) principles and shows the resource costs over the lifespan of the project. For strategic initiatives, the budget will often comprise the forecast RAB financial statements of the whole organisation over a number of years.
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	Cash flow statement – which should show the cash which will be spent on the lead option, if it goes ahead. The existing spend (if any) and the additional spend should be shown separately
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	Funding statement – which should show which internal departments, partners and external organisations will provide the resources required. Where external funding is required, a written statement of support from the project’s stakeholders or commissioners is needed.






[bookmark: _Toc138925289]Purpose

The purpose of the financial case is to ascertain the affordability and funding requirements of the preferred option and to demonstrate that the recommended project is affordable.

Capital and Revenue Requirements

	
Provide any information on indicative/ comparative costs available
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Funding/ Finance

	
In some projects there may be multiple funders.
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[bookmark: _Toc138925290]Key activities in developing the Outline Business Case

The Outline Business Case will investigate the breadth and depth of investment, provide a detailed financial case and will determine the costs of the ‘do nothing’ option. 








[bookmark: _Toc138925291]Management Case 
	The purpose of the management dimension of the business case is to demonstrate that robust arrangements are in place for the delivery, monitoring and evaluation of the scheme, including feedback into the organisation’s strategic planning cycle.
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This includes:
· Programme management governance arrangements (roles, responsibilities, plans etc.)
· Project management governance arrangements
· Use of specialist advisers
· Change and contract management arrangements
· Benefits realisation arrangements (including plans and register)
· Risk management arrangements (including plans and register)
· Post-implementation and evaluation arrangements
· Contingency arrangements and plans

Demonstrating that the preferred option can be successfully delivered requires evidencing that the scheme is being managed in accordance with best practice, subjected to independent assurance and that the necessary arrangements are in place for change and contract management, benefits realisation and risk management. 

The challenges are:

· To manage the risks in the design, build, funding and operational phases of the scheme and put in place contingency plans.
· To deal with inevitable business and service change in a controlled environment.
· To ensure that objectives are met, anticipated outcomes delivered, and benefits evaluated.

At SOC, the management case will provide information, where available, on resource requirements and costs, governance structures and any transition arrangements that may need to be considered.

The SOC should also set out what further analysis will be provided as part of the OBC. Information in this section is limited in comparison to both the Strategic and Economic Case.

	






[bookmark: _Toc138925292]Purpose

The purpose of the management case is to put in place the arrangements for the successful delivery of the project. This includes: 
· Plan project management – strategy, framework and plans
· Plan project management – strategy, framework and plans
· Plan benefits realisation – strategy, framework and plans
· Plan risk management – strategy, framework and plans
· Plan project assurance and Post-Project Evaluation – strategy, framework and plans


[bookmark: _Toc126236865][bookmark: _Toc138925293]Resource requirements

Resource requirements will naturally be affected by the breadth and speed of implementation. The core roles fall into the following groups:

1. Category specialists – these are experts in the relevant category with knowledge of the requirements and market. To support the development of [the business case, contract negotiations, etc] the following skillsets will be required:

[Examples below]
· contract management 
· district heat specialists 
· legal support
· commercial support 
· financial support 
· technical support
· programme/ project management

Most of these resources will be external consultants in the short-medium term with a medium to high cost due to the specialist nature. There may be an opportunity to find suitable internal resources in the medium/ long term.

2. Programme management/ Contract management – in order to establish and manage the programme there will need to be some element of programme management required, whether this is discreet resourcing or within an existing organisation. Set-up and management of the implementation plan is likely to need senior sponsorship and engagement. The programme/ contract management team will need to ensure the plans have been developed, have strong support, are properly resourced, and successfully implemented.

The level of resourcing in this role type will depend on the option selected and the speed of implementation. 


[bookmark: _Toc514150032][bookmark: _Toc126236866][bookmark: _Toc138925294]Key activities in developing the Outline Business Case

Development of the five cases:

· Strategic case
· View on models through wider engagement to enable more detailed development of the approach and working practice
· Explanation of how different categories would be dealt with under each model in terms of category management activities undertaken and at what level (national or local/regional).

· Economic case 
· Review and update of assumptions
· Identification of relevant costs and benefits
· Detailed analysis of the options

· Commercial case 
· Identification of any required services
· Procurement strategy, including performance requirements / risk transfer, for any identified external requirements to support implementation and management

· Financial case 
· Expected financial profile of the options along with the impact and outcomes
· Funding options identified

· Management case 
· Outline arrangements for successful delivery, including benefits realisation approach and risk management strategy
· Governance approach
· [bookmark: _Toc514150033]Timelines and resourcing for each option

[bookmark: _Toc126236867][bookmark: _Toc138925295]Governance 

It is proposed that a Project Steering Group is established for this project to provide strategic leadership for the overall programme. 

Its role would include:  
· Agreeing the scope of the programme
· Appointing programme resources 
· Providing decisions and steers as required on the scope and strategic issues
· Monitoring progress on delivery
· Managing risks 
· Coordinating engagement with stakeholders 

The Project Steering Group will consist of the following members:

	Name
	Job title

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	





[bookmark: _Toc471741313][bookmark: _Toc472696319][bookmark: _Toc514150035][bookmark: _Toc126236869][bookmark: _Toc138925296]Costs

	Provide any high level information on what costs may need to be included to support the management of the project:
-	Dedicated resources
-	Procurement costs 
-	Specialist consultancy etc
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[bookmark: _Toc471741314][bookmark: _Toc472696320][bookmark: _Toc514150036][bookmark: _Toc126236870][bookmark: _Toc138925297]Next steps – timetable 


	Activity 
	Indicative Timings 

	
	

	
	

	
	

	
	

	
	









[bookmark: _Toc138925298]Appendix 1 - Glossary

	Additionality
	Is a real increase in social value that would not have occurred in the absence of the intervention being appraised.

	Affordability
	Is an assessment of the costs of an intervention to the public sector taking into account current and expected future budgets.

	Appraisal
	Is the process of defining objectives, examining options and weighing up the relevant costs, benefits, risks and uncertainties before a decision is made.

	Assessment
	May refer to either an appraisal or an evaluation.

	Business As Usual
	Is the continuation of current arrangements as if the intervention under consideration were not to happen. This serves as a benchmark to compare alternative interventions.

	Business case
	A management tool that records the current state of evidence and thinking concerning the development approval and implementation of proposal. It supports the processes of scoping, analysis, appraisal, planning, monitoring, evaluating, approval and implementation a proposal and is the repository for the evidence base.

	Business Justification Case (BJC)
	A single stage business case, using the Five Case Model, for the delivery of relatively low level spend for which firm prices are available.

	Capital expenditure
	Expenditure on durable assets such as land, buildings and equipment.

	Contingency provision
	Should reflect the sum of measured risk (costs of risks avoided, shared and mitigated on an expected likelihood basis) and optimism bias adjustment estimated in nominal prices.

	Critical Success Factors (CSFs)
	A management term for an element that is necessary for an organisation or project to achieve its mission.

	Discounting
	A method used to convert future values occurring over different periods of time to a present value so that alternative future values can be compared on the same basis.

	Discounted Cash Flow (DCF)
	A technique for appraising investments. It reflects the principle that the value to an investor of a sum of money depends on when it is received.

	Discount rate
	The annual percentage rate at which the present value of a £, or other unit of account, is reduced over time. This is applied to values that are at constant prices and has nothing to do with currency inflation.

	Do minimum option
	Refers to the minimum intervention required to deliver core objectives only.

	Effectiveness
	Is the systematic assessment of an intervention’s design, implementation and outcomes.

	Efficiency
	A measure of the extent to which a project, programme or policy’s associated throughputs are increased.

	Evaluation
	Evaluation is the systematic assessment of an intervention, its design, implementation and resulting outcomes both during implementation and most importantly afterwards.

	Expected value
	The weighted average of all possible values of a variable, where the weights are the probabilities.

	Five case model
	A systematic framework for the development and presentation of the business case, comprised of the strategic, economic, commercial, financial and management dimensions of the Case.

	Full Business Case (FBC)
	The completed business case and third stage in the development of a business case for a significant project, which identifies the most economically advantageous offer following procurement, confirms affordability and puts in place the detailed arrangements for successful delivery.

	Market value
	The price at which a commodity can be bought or sold, determined by the interaction of buyers and sellers in a market.

	Monte Carlo analysis
	Is a simulation-based risk modelling technique that produces expected values and confidence intervals as a result of many simulations that model the collective impact of a number of uncertainties.

	Net Present Social Value (NPSV)
	Is the present value of a stream of future costs and benefits to UK society (that are already in real prices) that have been discounted over the life of a proposal by the social time preference rate.

	Opportunity cost
	Is the value which reflects the best alternative use a good or service could be put to.

	Optimism bias
	Is the proven tendency for appraisers to be over-optimistic about key project parameters, including capital costs, operating costs, project duration and benefits delivery.

	Option appraisal
	The process of defining objectives, examining options and weighing up the costs, benefits, risks and uncertainties of those options before a decision is made.

	Options Framework filter
	A systematic framework for the generation of a wide range of possible options (the ‘long-list’) and the filtering of a few possible options for a shortlist and identification of the preferred way forward (Flanagan, JC (2006).

	Outline Business Case (OBC)
	The ‘intermediate’ business case and second stage in the development of a project business case, which identifies the option offering best public value, confirms the Deal and affordability, and puts in place the arrangements for successful delivery prior to taking a procurement to the market.

	Outcome
	Refers to the consequences to society of a change in service or policy. For example, improved life expectancy of the population.

	Output
	Refers to the change in the level or quality of a service delivered. For example, more cardiovascular operations carried out.

	PPP
	Refers to a Public Private Partnership. This includes PFI, or Private Finance Initiative, which involves the private sector in the design, creation (or construction), operation and initial financing of a publicly provided service. PF2 is a specific form of Private Finance Initiative.

	Public Sector Comparator
	Is an option for direct public provision with the same output and maintenance assumption as a Public Private Partnership option with which it is to be compared, allowances for risk and tax are also included to create a level playing field for comparison. This comparison provides an initial value test in praising possible partnership options.

	Qualitative benefits
	Benefits that may not be readily measurable or monetisable.

	Required rate of return
	A target average rate of return for a public sector trading body, usually expressed as a return on the current cost value of total capital employed.

	Risk
	The likelihood (measured by its probability) that a particular event will occur.

	Sensitivity analysis
	Analysis of the effects on an appraisal of varying the projected values of important variables.

	Social Cost Benefit Analysis (CBA)
	Analysis which compares the costs and benefits of alternative options from the standpoint of society, including social values derived according to the principles of welfare economics.

	Social Cost Effectiveness Analysis (SCEA)
	Analysis of the costs of alternative options where the social output that results effectively remains the same.

	Spending objectives
	The ‘targeted’ outcomes for the scheme, which reflect the rationale for the intervention and must be made SMART for the purposes of evaluation. Occasionally referred to as the investment objectives for the scheme.

	Strategic Outline Case (SOC)
	The ‘early’ first stage in the development of a project business case for a significant project, which makes the case for change and appraises the available long list to produce a short list of options.

	Strategy
	The strategic context for the project, which demonstrates how the project aligns with other projects within the strategic portfolio to deliver the mission and vision of the organisation in the longer term.

	Switching value
	Refers to the value a key input variable would need to take for a proposed intervention to switch from a recommended option to another option, or a proposal not to receive funding approval.

	Transfer payment
	A payment for which no goods or services are received in return.

	Uncertainty
	Is unmeasured risk where known risks are not yet well enough understood to be estimated in terms of probability or impact and where not all risks may be identified and quantified.
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[bookmark: _Toc138925299]Appendix 2 - Template Risk Assessment 

Project templates and other tools are available to view on the Net Zero Go platform.

	Risk number
	Risk description
	Category

	Risk owner
	Likelihood (1 to 4)
	Impact     (1 to 4)
	Risk score
	Date last reviewed
	Mitigating measures
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