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Introduction
This document is your template for producing a McMaster University business case. A business case is a proposal document, often accompanied by a presentation, to an authority body by a Faculty, department or unit seeking funding, approval, or both for an activity, initiative, or project. This template is an adaptation of the Treasury Board of Canada Secretariat’s Business Case Template customized for McMaster University use.
Using this Template

To create your business case using this template:  
1. Delete this page.
2. Replace the title on the cover page with “Business Case:”, the name of your project.
3. Right click on the document header, select Edit Header and replace the [bracketed text] with your project name and delete the brackets.
4. Save your document with a file name of your choice.
5. Right click on the document footer, select Edit Footer and update the file name by right-clicking on the file name and selecting Update Field. 
6. Complete the template sections. Note each section contains brief instructions written in italics, which can be removed once your document is finalized. 
Update the table of contents by right-clicking on the table of contents and selecting Update Field, then Update entire table.
Authority Signatures 
Include the signatures of the project executive sponsor and other project sponsors, indicating that they agree with the proposed business case.

_______________________________________

_______________________

Executive Sponsor 
Date

Full name

Title
_______________________________________

_______________________

Project Sponsor
Date

Full name

Title
_______________________________________

_______________________

Project Sponsor
Date

Full name


Title

_______________________________________

_______________________

Project Sponsor
Date

Full name


Title

Executive Summary

Provide an executive summary (high level) that captures only the essential elements of the business case being presented. Include the strategic overview for the business case and the most pertinent facts.

Phase 1: The Strategic Context

1 Business Needs and Desired Outcomes 

Use the following sections to identify the need (problem or opportunity) facing the University, and/or department/unit and the desired business outcomes.

1.1 Strategic Environment

· 1.1.1 Organizational Overview

Describe the current environment to build a strong rationale for the proposed investment. This organizational overview should include:

· Mission

· Strategic vision, goals, and service objectives

· Current activities and services, including key stakeholders and clients

· Organizational structure (high level)

Existing capacity—financial and human resources

· 1.1.2 Business Need

Identify the business need in the form of a concise well-structured statement that addresses the problem or opportunity. This statement should be no more than one or two sentences. 

· 1.1.3 Drivers for Change

Identify the internal and external drivers that have triggered the business need for the investment proposal. 
· 1.1.4 Business Outcomes

Describe the expected results or benefits (high level) that the investment is striving to achieve at the end of an intervention or change.

1.2 Strategic Fit

Describe how the proposed investment fits within the organization’s broader strategic context and contributes toward its goals and objectives. This subsection should map the investment proposal to the organizational overview’s objectives. 

1.3 Detailed Description of the Business Need

· 1.3.1 Problem/Opportunity Statement

Restate the Business Need statement that addresses the problem or opportunity.

· 1.3.2 Prioritized Requirements (High Level)

Describe or list the key requirements to fully address the business need. 
Example: Key Requirements
	Description
	Core
	Desirable
	Optional

	Requirement 1
	
	
	

	Requirement 2
	
	
	

	Requirement 3
	
	
	


· 1.3.3 Assumptions

Provide a list of the assumptions related to the key requirements and describe the potential impact of those assumptions if they are not addressed.
Example: Assumptions Affecting Investment
	
	It is assumed that:
	Effects on investment:
	Reliability Level: High/Medium/Low

	Assumption 1
	
	
	

	Assumption 2
	
	
	

	Assumption 3
	
	
	


· 1.3.4 Constraints

List and describe internal or external constraints that place limits or conditions on the investment.
Examples: Hard deadline, Pre-determined budget, subject matter expertise, contract provisions, privacy or security considerations. External factors: social factors, environmental issues or concerns, political reasons, economic factors, technological issues. Internal factors: resources, expertise, business requirements, legal requirements, facilities.
· 1.3.5 Dependencies

Describe any dependencies related to the overall business need, requirements, or solution. 
Example: Dependencies
	Number
	Element:
	Is dependent upon [action] from [entity]:

	Dependency 1
	
	

	Dependency 2
	
	

	Dependency 3
	
	


1.4 Scope

· 1.4.1 Boundaries

Define what is to be included within the scope of the investment and explicitly state what is excluded from the investment. 
· 1.4.2 Stakeholder Analysis

Describe key stakeholders, their specific roles, and their contributions to the realization of the investment. 
Phase 2: Analysis and Recommendation

2 Preliminary Options Analysis
Use the following sections to screen a comprehensive list of options and narrow the alternatives down to a reasonable number of viable options. 

2.1 Evaluation Criteria
Define the requirements or evaluation criteria that will be used for screening and analysis of the options and will ultimately determine an overall recommendation. Example screening criteria: strategic fit, potential achievability, and potential affordability. 
2.2 List the Possible Options
Identify, describe, and explore options that can address the business need. The list should demonstrate due diligence in exploring each option including associated costs and benefits. Example options to consider: status-quo, re-engineer, build, buy, or lease/rent.
Cost-Benefit Analysis can be reflected in Appendices and may include: sources of funding available for the project or business case, capital costs, operating costs, recoveries and/or revenues, payback period, net present value, and internal rate of return.     

· 2.2.1 The Status Quo

Include the base case (or status quo) option as the baseline to consider alternative options against.  

· 2.2.2 Describing the Option

Describe each preliminary option (high level).  

2.3 Screening of Options
Assess how well each option meets the evaluation criteria. Determine whether a particular option should be discounted immediately or considered for further analysis as a viable option.
Example Approach: Use a Screening Summary Table
	Option Number and Name
	Option 1:
Status Quo
	Option 2:
Re-engineering
	Option 3:
Build
	Option 4:
Buy

	Screening criterion:
Strategic fit and business needs
	No
	Yes
	Yes
	Yes

	Screening criterion:
Potential achievability
	No
	No
	Yes
	Yes

	Screening criterion:
Potential affordability
	Yes
	Yes
	No
	No

	Summary
	Retained as baseline
	Discounted
	Discounted
	Viable


2.4 Rationale for Discounted and Viable Options
Create a short list of viable options based on the assessment conducted in the screening of options and provide the reasons for retaining or discarding each option. 
· 2.4.1 Advantages and Disadvantages
Identify whether each option’s measure against the aforementioned criteria is found to be either an advantage or a disadvantage (financial and non-financial). It may be preferable to summarize the findings in a table format. 
2.5 Alignment

Describe how the investment fit within the organization’s broader strategic objectives and/or the Faculty/department/unit’s desired outcomes.
· 2.5.1 Strategic Alignment

Describe how the option supports the University and/or the Faculty/department/unit’s current business architecture and planned program results and strategic outcomes (if applicable).

· 2.5.2 Alignment with Desired Business Outcomes

Prepare an option outcome analysis and present a summary of the findings for each business outcome. It may be preferable to organize the findings in a table format. 
2.6 Recommendation

Based on the analysis make a recommendation, if more than one viable option still exists then the recommendation should be the option most aligned to the desired outcomes. Present the recommendation in a straightforward manner, clearly stating why the organization will benefit by focussing its investment on one particular option.

Phase 3: Management and Capacity

3 Managing the Investment
Complete the following sections to describe how the strategic investment will be managed.

3.1 Governance and Oversight

Describe how the proposed investment would fit within the University’s broader governance and oversight structure. Identify where business case updates will be reported and how often updates will be provided.
· 3.1.1 Project Management Strategy
Demonstrate that the organization has and will apply a sound methodology to manage the project during its life cycle and through post-implementation. 
· 3.1.2 Contracting and Procurement

Provide information concerning the procurement vehicle, and precisely how it will be utilized.
· 3.1.3 Implementation Plan

Outline how the project will be implemented to demonstrate that the proposed investment has been appropriately thought through and that the estimates presented are within an acceptable degree of accuracy.

· 3.1.4 Schedule and Approach

Identify the core work streams and associated milestones. 
· 3.1.5 Project Review Strategy

Provide an overview of the methods and processes that have been or will be implemented to gage the project’s progress and how that progress will be communicated to the project team, project sponsor, and other stakeholders. Consider the impact, if any, on existing policies and standards.
3.2 Risk Management Strategy

Demonstrate that the organization has a function in place to manage the risks of the project.
· 3.2.1 Risk Summary

Describe the attributes of each risk related to the investment. A risk summary should include identification of each risk, an assessment of its probability of occurrence, potential impact, mitigation and contingency. 
· 3.2.2 Risk Register

Identify the relationship of the investment to the organization’s existing risk register, if applicable. 
· 3.2.3 Risk Management Approach
Describe how the project will monitor and manage risk.
3.3 Change Management Strategy

Describe the potential impact of the proposed change on organizational culture, systems, and processes and on people and how change will be managed during and after the project. 
3.4 Performance Measurement Strategy

Describe how the organization will address performance measurement for project implementation and benefits realization.
· 3.4.1 Key Performance Indicators
Compare each option against industry-standard benchmarks. If benchmarking information is not available for a specific option it should be stated. 
Appendices

Cost-Benefit Appendix
Sources of funding

List all secured sources of funding and identify additional potential funds to be used to pay for all or a part of the project. 

Costs
Provide a comprehensive description of the costs (both capital and operating) for each option. Projected costing estimates should be based on total cost of ownership, which includes ongoing costs over the course of the investment’s life cycle.
Net Costs
Identify net costs of each option by reducing the total costs per option by the total sources of funding. If sources of funding and costs are expected to occur over several future years using present values is recommended. The interest rate used to discount future cash flows should be the University’s current weighted average cost of capital (6.75%).
Net Present Value

For each of the alternatives determine the net present value by discounting both the cash inflows and outflows over the life of the project. Determine the net positive or negative position of an option by deducting the net present value of costs from the net present value of cash inflows. 

A larger positive net present value alternative does not automatically mean the option outweighs another option, do determine the optimal option one must also consider other benefits and risks by conducting further cost-benefit analysis.

[image: image1.emf]Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Total

Total Sources of Funds 100,000     100,000     100,000     100,000     100,000     100,000     600,000    

Total Costs 50,000       50,000       75,000       125,000     150,000     150,000     600,000    

Net Cost 50,000       50,000       25,000       25,000 -      50,000 -      50,000 -      -             

Weighted Average Cost of Capital 6.75%

NPV of Sources of Funds 100,000     93,677       87,753       82,205       77,007       72,137       512,779    

NPV Costs 50,000       46,838       65,815       102,756     115,510     108,206     489,125    

23,654      


Cost-Benefit Analysis

Based on the costs established for each option, describe how those costs are weighed against the benefits. Conduct the cost-benefit analysis for each option taking into account costs, benefits, and risks associated with described assumptions. 
Payback period

Identify the length of time required to recoup funds invested. This calculation has limitations because it does not consider the time value of money.
Payback Period = Investment Required  



         Net Cash Inflows

Option A = $15,000 / $5,000 = 3.0 years

Option B = $10,000 / $5,000 = 2.0 years

Internal Rate of Return

Determine the internal rate of return of an investment that makes the net present value of all net cash flows equal zero. The higher an options internal rate of return the more financially desirable it is to undertake. An option with an internal rate of return less than the University’s cost of capital (6.75%) should be avoided.

[image: image2.emf]Year 0 Year 1 Year 2 Year 3 Year 4

Outflow Net InflowNet InflowNet InflowNet Inflow

-10000 2400 2600 3500 4000

8.69%

Click here for an excel example



 Glossary of Acronyms and Terms

Provide all acronyms in full and define all terms required to understand the business case properly.

	Acronym
	In Full

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	Term
	Definition
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Sheet1

				Year 0		Year 1		Year 2		Year 3		Year 4		Year 5		Total

		Total Sources of Funds		100,000		100,000		100,000		100,000		100,000		100,000		600,000

		Total Costs		50,000		50,000		75,000		125,000		150,000		150,000		600,000

		Net Cost		50,000		50,000		25,000		-   25,000		-   50,000		-   50,000		- 0



		Weighted Average Cost of Capital				6.75%

		NPV of Sources of Funds		100,000		93,677		87,753		82,205		77,007		72,137		512,779

		NPV Costs		50,000		46,838		65,815		102,756		115,510		108,206		489,125

																23,654










Sheet1

				Year 0		Year 1		Year 2		Year 3		Year 4

				Outflow		Net Inflow		Net Inflow		Net Inflow		Net Inflow

				-10000		2400		2600		3500		4000

		8.69%

		Click here for an excel example








