
Renewable Electricity Acquisition Business Case Analysis Template and Guidance
Project Title:

Date:

Point of Contact:

1.0. Purpose of the Initiative 

Describe the current sourcing situation and the problem that needs to be resolved by the initiative.  Provide an assessment of the issues associated with the current means of sourcing including, as appropriate, trend descriptions/extrapolations, analysis of conditions, identification of root causes, market research, projection of developments, people and organizations that are impacted (including customers and stakeholders), audit findings, modeling, data arrays, or other means of describing or displaying the problem.  Identify the Agency’s performance measures or goals that relate to the current process or situation and discuss the ones that are not being met.  If there are no established measures, explain why there is a perceived need to modify current performance.  Use information that is available to describe the problem; generate new data when it is cost effective.

2.0. Goals and Objectives 


Analyze the problems related to the sourcing and discuss what needs to be changed in order to resolve them.  State the goals, objectives, and desired outcomes or outputs of the alternatives and address the consequences of not pursuing the initiative.  Define and quantify the goals and objectives as clearly as possible; as these goals and objectives will be used as your selection criteria for choosing the most appropriate alternative.  

3.0.  Assumptions 

Discuss the assumptions made when describing the problem with the current sourcing method (include such considerations as workload, demand, etc.) as well as all assumptions made regarding the stated alternatives.  Due to the fact that analysis deals with costs and benefits occurring in the future, assumptions must be made to account for such uncertainties.  Sunk costs and realized benefits should be discussed in the assumptions.  Include a judgment whether assumptions are strong or weak.  State if any data has been extrapolated or estimated.  Document the sources of the data.


4.0.  Requirements and Constraints

Discuss the requirements and constraints of the analysis.  These should include time, cost, quality/performance, legal/legislative, internal review, ethical, political, technical, social, institutional, economic, environmental, or other requirements or constraints.  Include any requirements or constraints related to the consideration of small businesses.  


5.0.  Description of Alternatives

Identify and describe feasible alternatives to the current sourcing method and include any assumptions specific to each alternative.  Alternatives may include  other renewable technologies (e.g. electric energy generated from solar, wind, biomass, landfill gas, ocean, geothermal, municipal solid waste, or new hydroelectric generation capacity achieved from increased efficiency or additions of new capacity at an existing hydroelectric project) as well as various contract vehicles and funding sources (e.g. PPA, ESPC, UESC, ECIP, SRM, EUL).  A pre-proposal conference may be appropriate to obtain industry input, improvements, and new or alternative approaches to acquiring the requirement.  Describe the status quo as the first alternative.  Provide a detailed description of each alternative’s scope, cost, quality/performance expectations, a schedule for implementation, and the expected timeframe for achieving identified goals and objectives.  A brief discussion of each alternative is adequate, but the discussion should be detailed enough to serve as a foundation for a contractual arrangement.
5.1  Scope

Describe the alternative in terms of what it is intended to accomplish and what it will not accomplish. For uncertain outcomes/outputs, show the expected variance if possible and estimate the probability of occurrence.  Uncertainty may be discussed quantitatively or can use relative measures to describe the probability of occurrence such as “high, medium, low”.  

5.2  Cost

Costs include all expenditures required to maintain the current sourcing method as well as the costs associated with implementing each alternative (e.g. functional activity costs, operations costs, transportation costs, etc.).   Cost/price proposal information shall be analyzed and compared with the status quo support costs to determine the most efficient and effective support.  

Identify the life cycle cost of the initiative by fiscal year, including any disposal requirements and costs of risk mitigation.  Include the cost of any existing assets that are used since there is an opportunity cost involved.  Consider any costs related to land use; especially if a land lease is required as part of the arrangement.  Ensure that the Government receives fair market value, in the forms of either cash or in kind goods and services, for any such leases. Identify the sources of your data.  Relate the data across alternatives as closely as possible.  Identify any unavoidable differences between data comparison, such as one alternative using actual costs over a year and another showing actual costs over a period of months that are then extrapolated over the same time period. 
Evaluate all sources of potential funding such as but not limited to tax credits, state incentives, utility rebates, and the sale of renewable energy credits (RECs).  While the Federal Government may not be able to benefit directly from all of these funding sources, they may be able to benefit indirectly.
Consider the timing of the costs and benefits.  Timing relates costs and benefits over the life cycle of alternatives to allow systematic comparison of Benefit/Cost Ratios (BCRs) or Return-on-Investments (ROIs) among alternatives in compliance with the discount rates required in OMB Circular A-94.  Average annual cost may be identified for steady recurring operational cost once the initiative has been implemented or for initiatives that involve minimal up front costs. 

5.3  Schedule

Provide a milestone chart, such as a Plan of Action and Milestones (POA&M), or a Gantt chart, that shows start and completion dates, the timeframe for each stage in the life cycle of the sourcing decision, and other important events required to complete the alternative and their dates.  After the initiative is implemented, state at what point in time each initiative objective will be achieved.  The timeline needs to be in enough detail to serve as a baseline against which implementation and achievement of initiative objectives can be compared.

5.4  Quality/Performance Capabilities

Describe the key features of the initiative in terms of quality and performance.   Consider system requirements and issues such as reliability, system uptime, operations & maintenance, renewals & replacements, and deterioration.  The capabilities should also be stated as metrics against which the implemented initiative can be compared.
6.0.  Advantages and Disadvantages of Each Alternative

The advantages and disadvantages associated with each alternative under consideration should be quantified, whenever possible, so that they may be included in cost benefit calculations.  When quantification is not possible, the BCA should still attempt to document significant qualitative advantages and disadvantages.  Qualitative advantages or disadvantages should be discussed in narrative format.  

· Discuss the impacts of each alternative on the agencies utility system and operation. Evaluate network integration.  Consider the impact on operations and maintenance.  Describe any additional requirements related to issues such as any necessary fuel procurement, transportation, storage, and potential security issues.  Consider the potential for and impact of interruption in the fuel supply.
· Describe any energy independence issues such as the ability to isolate from the grid. 

· Describe any problems or benefits related to price stability.

· Discuss any problems or benefits related to surge and sustainment requirements.

· Describe difficulties with changing/adjusting the initiative in the future as the situation changes.  Can the alternative be modified to adjust to a changing situation?  What is its upgrade/downgrade capability?

· Identify the type and extent of any disruptions that the alternative would cause.

· Discuss any political, social, economic, ethical, and legal/legislative issues, including compliance of the alternative with public policy and legislation and requirements for Congressional notification or review.  Use weighting factors if appropriate and provide an explanation/ justification for the weights assigned.

7.0 Risk Assessment

Perform an assessment of the risk involved for each alternative. 

· Risk Identification - Identify the risks that might occur with each sourcing alternative that could keep DLA from achieving the initiative’s objectives.   For example, several types of risks that might occur include a new process improvement not performed traditionally, impact to mission, physical security, safety, health, labor, loss, technical (including obsolescence), interface points, hand-offs of responsibility, cross-functional involvement, social, political, business, legal, environmental, etc. 
· Risk Analysis - Identify the impact that the risk is likely to have on resolving the problem or issue.  Discuss the cause of the risk.  Assess the magnitude of the impact of the risk on the initiative in terms of additional time/schedule, cost, performance/quality. Assess the probability of the risk occurring.  

· Risk Management Strategies  Develop risk management strategies.  There are four possible strategies for risk management: 

· Risk assumption (accept risk).


· Risk avoidance (don’t accept the alternative because it contains too much risk, or eliminate the risk). 

· Risk control (institute risk mitigation measures such as incorporating into the contract incentive/award fee or disincentive elements; selecting a specific type of contract including firm fixed price, fixed price incentive, fixed price with economic price adjustment; or other mitigation measures either before the risk occurs or by developing and implementing contingency plans if the risk materializes).

· Risk transfer (transfer or share the risk by using such vehicles as insurance, warranties, contractual agreements where the contractor assumes the risk, or other arrangements).

State whether the risk and its consequences will be accepted, whether the risk will be avoided by not accepting the alternative or eliminating the risk, or whether the risk can be controlled or transferred.  Identify risk control (including level of management control that will be exercised to oversee the entire acquisition process) and risk transfer strategies, the probable effectiveness of each, the cost, people, and additional time needed for risk mitigation, and any other considerations or requirements for managing or transferring the risk.

Risk Analysis for a BCA

For each alternative, identify the potential for risk using the following spreadsheet to show the type of risk, whether the adverse impact of the risk on the initiative is high (3), medium (2), or low (1) if it occurs; whether the likelihood of risk is high (3), medium, (2), or low (1); the significance of the type of  risk for potential adverse impacts (multiply impact by likelihood of occurrence), the likelihood of success (high, medium or low); and the cost of the risk reduction measure(s):

Alternative 1

	Type of Risk


	Impact (adverse impact of risk on initiative if it occurs (high (3), medium (2), low (1))
	Likelihood of Occurrence (high (3), medium (2), low (1))
	Significance (impact x likelihood of occurrence)
	Likelihood of Success of  Risk Reduction Measure 

(high (3), medium(2), low(1))
	Cost of Risk Reduction

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


8.0.  Comparison of Alternatives

Compare the quantitative and qualitative costs and benefits identified in 6.0 Advantages and Disadvantages of Each Alternative above against the selection criteria identified in 1.0 Purpose of the Initiative and 2.0 Goals and Objectives above.  Where possible, determine the probability distributions of benefits, costs, and net costs or benefits.  Identify any screens or filters used in the analysis (eliminating alternatives due to cost, time needed for implementation, etc.).  Discuss any limitations/qualifications in the analysis.  

A sensitivity analysis should be performed on feasible alternatives to determine how much other alternatives must change in certain key areas or variables to be preferred over the best alternative.  Sensitivity analysis should always be performed when 1) the results of the analysis do not clearly favor any one alternative, and 2) there is uncertainty about an assumption that can impact the estimate of costs and benefits. 

Identify the factors that have been determined to warrant sensitivity analysis, and describe the approach and assumptions used for conducting the sensitivity analysis.  Uncertainties should be accounted for in the analysis by testing the sensitivity of the analysis results using various factors.  Any limitations of the analysis due to uncertainty or bias regarding the data should be identified and discussed.  Examples of factors to consider are:  

1.   The effects of alternative assumptions on:



· Program objective

· Requirements

· Operations

· Discount rate

· Inflation

· Residual value

2.   The effects of a shorter or longer economic life.

3. Changes in the magnitude and timing of cost or benefits.

A matrix may be used to provide a display for comparing results; preferences may be ordered (such as high, medium, or low), rank ordered (1-5), or other means of ordering when quantitative factors are not available for ranking.   

9.0.  Recommendation

Recommend the alternative that maximizes net benefits and is the best overall value to the Agency.  Discuss how well the selected sourcing alternative will solve the problems or issues identified and risks and trade-offs.  Summarize the costs, savings, impact to current/future staffing levels, and impact to the customer, that the alternative will have if the initiative is implemented.

10.0.  Verification
 

Describe the metrics that will be used to measure the implementation progress of the initiative (cost, schedule, performance, scope changes) and the metrics that will be used to measure the success of the initiative in meeting the goals and objectives stated in the selection criteria. 

