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Further to my previous statements, I wish to bring the following information before the
Inquiry:
VFM & Casework Committee – Economist Role
1. In relation to my involvement and comments to the Casework Committee, it is important to
recognise that for any project, and the RHI was no different, a Value for Money statement
(‘VFM statement’) represents the final stage of an economist’s participation in a project, and
the main building block that contributes towards that point is the challenge/quality
assurance, taking on board the NIGEAE guidance, that an economist applies to an appraisal
during its development.
2. Ordinarily a VFM statement is written after the final draft of an economic appraisal has been
produced. Therefore this means that the VFM statement is produced after the stage when
the economist has identified whatever comments or queries (such as those which I sent
previously WIT 10387 – WIT 10393) have been considered by the relevant business area
(e.g. energy branch, tourism branch) and a final version will have been issued to take on
board these points.
3. This VFM statement is also often referred to as “sign off”. This is not a formal approval or
endorsement of the appraisal per se, but simply reflects the economist’s view that he is
content that the appraisal reflects the NIGEAE guidance, that he has no further queries, and
that the conclusions contained therein appear reasonable.
4. For the RHI project, the main building blocks of my involvement were the comments I
produced on the draft CEPA reports in April 2011 and June 2011 (WIT 10387 – WIT 10393),
that were informed by the much closer engagement I had, as a result of having met CEPA
and other Energy Division personnel. The aim of these meetings was to facilitate a better
and much earlier understanding of what was regarded as a complex project.
5. In respect of the RHI proposal for the Casework Committee, I was only in a position to
produce my VFM note at the end of a long appraisal process having been undertaken by
Energy Division. This process began with the production of the 2011 CEPA report; it was
followed by the consultation process, and thereafter by the development of the addendum
report. Finally the synopsis paper [WIT - 02231] was produced by Energy Division, which in
my view, was being used to summarise the key parts of this entire appraisal process. As
noted in my previous witness statement, I received these papers (including the final version
of the addendum report that first mentions the 5.9p tariff) on Tuesday 28th of February
2012 and was requested to provide VFM comments one day later by Thursday 01st March
2012.
6. Furthermore, I wish to add that economists’ comments to a Casework Committee should
and could only ever be viewed as an opinion of the material being considered, and not as
some sort of established fact. In my view, this opinion or assessment is open to the same
scrutiny as the views that were made to the Casework Committee panel by Energy Division.
Consequently any VFM advice should be subject to the same reasoned judgement by
decision makers as any of the other material being presented. Despite being asked to
confirm that I was content from a VFM perspective, at no time did the Casework Committee
panel ask me to offer a more in depth explanation of my thoughts on the RHI project.
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The Choice of RHI rather than Challenge Fund
7. It is a matter for the relevant business area (namely Energy Division) to justify why it decided
to select the RHI type of scheme as its preferred option to the Casework Committee panel,
taking account of the balance between need, costs, benefits and risks. It was not my role as
the economist to endorse the decision to select one type of project over another, or in
producing the VFM statement for a project to “sell it” to the Casework Committee Panel.
The economist’s role at a Casework meeting is simply to provide an independent view on
any issue, if the Casework Committee Panel requests one, or to respond to technical queries
around how the project aligns to the NIGEAE guidance. In my experience of attending
Casework Committee meetings, questions were rarely posed to the economist, as the
economic appraisals at that stage were usually of a sufficient quality to remove any doubt or
ambiguity in relation to the issues being considered. This point is evidenced by the fact that I
was not called upon to contribute to the discussions or consideration, as is reflected in the
recorded minutes.
Inquiry Clarification
8. I also note that the Inquiry, in the course of its hearings to date has suggested that there is
an apparent contradiction with statements in the business case to engage CEPA, that
Departmental Economists would not have the expertise to undertake the project but would
be involved in quality assuring the consultants’ work. This process of quality assurance
would be better described as being a critical review of their report, rather than having the
ability to bring any particular policy insights, analysis or testing to the work that the CEPA
consultants were tasked with. The output from this critical review or quality assurance
process was submitted previously to the Inquiry (WIT 10387 – WIT 10393). Examples of
quality assurance include points made under paragraphs 2, 3 and 4 of the comments in April
2011, which concern issues such as market failure, additionality, displacement and SMART
objectives. These are all key issues that need to be addressed as part of the NIGEAE 10 step
process and are necessary to help inform decision makers.
9. Furthermore, the general role and the distinction with working with experts/consultants is
alluded to in section 12.1 of the NIGEAE guidance (Using Expert Advice) that states:
12.1.1 Appraisal and evaluation often require and generally benefit from a multidisciplinary approach, calling on the expertise of a range of specialists. It is
important that the right skills and advice are sought and applied as appropriate to
the case in hand.
12.1.2 Departmental economists can provide general advice on economic appraisal
and evaluation. DoF Supply Officers can advise on general issues concerning
approval procedures. In particular cases, advice and support may be required from a
variety of other experts on specific issues including, for example, statistics,
procurement, finance and land and property services. The need for expert advice
should be considered at an early stage in the development of appraisals and
evaluations. (Emphasis added)
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10. I consider that the manner in which the economist’s role is referred to in the NIGEAE
guidance demonstrates that it is expected that the type of advice that will be provided is
that it will be generalist in nature.
Scrutiny Process
11. Since my last statement, I have now had the opportunity to review files on TRIM, and arising
from that exercise, I wish to highlight three instances relating to the RHI scrutiny process
that may be of interest to the Inquiry.
The Strategic Outline Case
12. The first instance relates to the consideration of a Strategic Outline Case (‘SOC’) that was
prepared by Energy Division for approval by DFP. This approval was necessary as the project
was above internal Department Delegated limits. The SOC is a very brief preliminary
document, usually consisting of no more than 10 or 12 pages long that introduces the basic
project concept and contains enough detail to support an informed decision on whether to
proceed to an outline business case (‘OBC’). Please see Annex 1 for a link to relevant section
of the NIGEAE guidance and Annex 2 for details of the email correspondence received.
13. The SOC document was sent to me by Peter Hutchinson on 25th November 2011, with an
accompanying email (see Annex 2) noting that it had already been sent through to DFP. In
addition, Peter suggested that if I had any comments on this document, I could let him know
and he would address them at the stage of drafting the OBC. However, I responded to
Peter’s email by stating that I would consider the SOC once the OBC had been drafted. I
declined the opportunity to comment on the SOC at the time (Annex 2), as the document
had already issued and there would have been no opportunity to suggest amendments or
add value to its content.
14. However the email correspondence in Annex 2 between Energy Division and Accountability
and Casework Branch some two weeks later suggests that I had actually considered the SOC.
Whilst this SOC would not be considered particularly significant in the wider context of the
project, and whilst (with hindsight) I have to admit that I would have been unlikely to raise
any substantial issues, I am of the opinion that my email to Peter sent on 02/12/11 (which I
sent at 11.20 am) should not have been interpreted as my having considered and been
satisfied with the SOC. For the avoidance of any doubt, I wish to confirm that at no stage did
I review this document prior to it issuing to DFP.
15. Furthermore, I wish to point out that I am uncertain as to whether there was any formal
procedure that required an economist’s consideration of such a document prior to
submission to DFP, and Energy Division may have been perfectly entitled to submit it
without any wider consideration. In my view it would have been the responsibility of DETI
Finance Branch/Accountability and Casework branch to advise and issue guidance in relation
to this issue. In my view, consideration of this document by an economist would have been
fairly routine and would have been undertaken to ensure that it was of sufficient quality to
secure swift DFP approval, without the need to deal with a significant number of queries or
requests for clarification.
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The Business Case
16. Secondly, the Business Case [WIT – 02248] that was submitted to DFP (which had been
drafted by Energy Division) contained paragraphs at section 2.68 and 2.69 that were a direct
cut and paste of my earlier economist’s comments for the Casework Committee meeting. I
am unclear as to whether these comments were included in the draft version of this
business case document that I examined on 21/03/12 (I am unable to locate the original
draft version of this document that I reviewed on TRIM), which I provided the comments in
[WIT – 10401], however I have no reason to doubt that it did contain this information and it
is likely that I would have seen it.
17. Notwithstanding this, I now realise the significance of these comments in the context of the
document that was drafted. This suggests that the VFM comments that I had provided on 01
March 2012 to the Casework Committee Panel applied to the Business Case [WIT – 02248]
that had been prepared after that meeting (as is my current understanding), and that by the
inclusion of those comments, this was to be interpreted as me being satisfied with the
content of the Business Case, or that I had provided what was sometimes referred to as a
“sign off”. This is potentially misleading, as I had not been requested to reconsider the
issues afresh for the Business Case sent to DFP, or to express that I was satisfied with its
content.
18. Indeed, my comments [WIT – 10401] to Peter Hutchinson in response to the draft business
case document he sent me, was heavily caveated and clearly state that “due to time
constraints I was only able to focus on the high level structure and issues that need to be
included”. Despite making a small number of minor suggestions I did not receive an updated
version or final draft of this document for further review or “sign off”. As noted in the email,
the reason I was unable to give this document a full detailed consideration was due to time
constraints. This situation would not have struck me as being particularly unusual and I was
happy to assist were I could. However the email clearly outlines to Peter Hutchinson the
limitations of the review/scrutiny that I was able to subject this business case to. The final
version of this document, along with other documents that were annexed making up the
entire business case, was sent to Accountability and Casework Branch the same day at 17.23
and forwarded to DFP on 22/03/11 (see Annex 3).
19. I also wish to make it clear that in my recollection of working within DETI, it was never an
economist’s responsibility to ensure that the “sign offs” or procedures around the
submission of business cases to DFP (if required) were actioned. This is the reason that I did
not request a final draft or seek more time to give the document a more detailed
consideration. In my view it is up to either Finance branch or Energy Division to decide
whether or not to submit a case to DFP, taking account of the level of scrutiny that the
document had been subjected to.
20. As an economist, my role was simply to: offer advice on the 10 step appraisal process;
perform a challenge/quality assurance role; and advise whether or not the issues required in
an economic appraisal were sufficiently addressed in a proportionate way. If “sign off” or
expressions of contentment were required from an economist, this was at the instruction of
either the relevant policy branch or accountability and casework branch, which was the
coordinating branch for casework submissions within the Department.
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Clarification from DFP
21. Thirdly, I wish to make reference to the request that came through from DFP seeking
clarification on issues raised within the Business Case documentation, specifically the point
that states, “Please confirm that DETI is satisfied that the assumptions underpinning this
model are robust”.
22. This request (Annex 4) was received by Accountability and Casework branch at 14.17 on the
26/04/12 and the ensuing email chain (in respect of which I was not copied into) culminates
at 16.02 with Peter Hutchinson stating that DETI was content with the assumptions and that
in addition, “DETI economists were involved at all stages of the process and were also
content with the assumptions, as was the DETI casework Committee”.
23. I have no recollection of being asked to confirm this and have been unable to find records on
Trim that indicate that I was asked in or about April 2012 for my input as to whether I
considered that the underpinning assumptions were robust. It is possible that Peter rang me
to confirm this point, however it would have been normal working practice out of courtesy
for him to have then copied me into the email response to Accountability and Casework
branch, as he in essence would have been speaking on my behalf.
24. However, in fairness, I wish to point out that if this request for clarification had been sent to
me, it is likely that I would have expressed a similar sentiment to the one Peter Hutchinson
expressed, although I may have sought to caveat it by stating the basis upon which the
assumptions had been derived and considered.
25. Indeed, in relation to this point, I wish to state that an economist is not in a position to, nor
would he be expected to somehow independently verify cost or other key assumptions
within an economic appraisal. In approaching this issue an economist will consider whether
the cost description is appropriate and justifiable in the circumstances, and will consider the
basis upon which assumptions have been derived. In relation to the RHI Scheme, the tariff
was designed to compensate for the additional cost of a renewable system, taking account
of capex, opex, fuel costs, barrier costs and hassle costs. Of these, only barrier costs and
hassle costs would have appeared questionable to me, however having understood what
they were intended to compensate, I was persuaded that they were reasonable costs to
include in the process of settling the tariffs.
26. However when considering the quantum of these costs e.g. capex, opex etc. as well as the
precise technical assumptions around the different technologies e.g. load factor, size,
banding, efficiency, etc., I was entirely reliant on the data provided by the consultants and
had no awareness of any alternative credible source of this information, from which to make
a comparison. Furthermore, I was reassured by AEA Technology who was CEPA’s partners in
this project, and had provided technical inputs to the modelling, as AEA were recognised
experts in this field. Indeed, their tender documents stated that:
“AEA has advised DECC and the Committee on Climate Change throughout 2009 and
2010 on the design and development of the Renewable Heat Incentive for Great
Britain”.
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27. Furthermore the document states (WIT- 105411) that:
“AEA reviewed the technical Renewable Heat Incentive consultation responses
received by DECC, highlighting key issues raised by the consultees and investigating
these further through reviewing the evidence base and speaking with the relevant
industry stakeholders. The reviews focus was on four renewable heat technologies,
Air Source Heat pumps, Ground source heat pumps, solar thermal and Biomass. This
data improved the accuracy lead of technology costs for the RHI economic model.
AEA’s role also involved advising DECC on the technical eligibility criteria and
providing independent technical advice on the structure of the tariff banding and
appropriate levels of support (emphasis added).
28. As I had sat on the tender evaluation panel that had considered this information, I was
aware of how suitable AEA Technology was as a partner in this project. In my view it is
unlikely that there would have been a more suitable organisation that would have been in a
better position to advise the Department in relation to these technical issues. I was
therefore content that the advice was coming from a robust, credible and recognised
source.
29. Furthermore, in my view, the Energy Division was reliant upon CEPA/AEA to offer guidance
and advice in relation to potential risks around assumptions that had been used. It is only
with the benefit of hindsight that these risks have become apparent to me, and I would not
have had the knowledge to anticipate the significant variations in e.g. load factor that
occurred. Indeed the only experience that I would have had with heating systems is the one I
use at home, and as I do not experience significant increases in my heating bill from one year
to the next (and definitely not near a 500% increase) I had no expectation that load factors
where something that could vary to the extent that they did. Moreover, based on the advice
of CEPA, I had an expectation that likely recipients of the incentive would be commercial
premises (e.g. offices/shops) and at no time did I envisage that large agricultural processes
(e.g. mushroom farming and poultry sheds) could have benefited from the small commercial
tariff that had been derived. Indeed I expected that larger premises would simply avail of the
larger commercial tariff that the consultants had derived.
30. In the particular circumstances, and based on what I knew of at the time, I maintain that I
advised Energy Division adequately, particularly in my comments on 04/04/2011, when I
suggested in para 35 that “the appraisal should also include a section on risk/uncertainties as
per NIGEAE”. This would have included sensitivity analysis, and if Energy Division or CEPA
were unsure what this meant, they could have raised this point with me (although I am
confident that they did fully understand this point, having had experience drafting business
cases previously). Subsequent to this, Energy Division was reliant on CEPA, who were
engaged in the detailed policy analysis, to make appropriate suggestions in this regard,
alongside AEA who stated in their tender documentation that they had an understanding of
the practical application of these technologies.
31. The response from CEPA to my point on uncertainties on page 84 of the 2011 report
suggests that some of the uncertainties can only be considered “qualitatively”. Recognising
the considerable task that this would involve including potential sensitivities to
approximately 10 assumptions for each of 7 different technologies as well as the same for
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the counterfactual technology, (including multiple variations across different bands and
customer segments, in addition to different combinations of assumptions within one
sensitivity) I was persuaded by this response at the time (as was Energy Division), as well as
the advice being provided that risks around incorrect subsidies/assumptions could and
would be managed by having regular planned reviews.
32. Furthermore, I do not believe that it was my role, nor was it expected at the time, that I
would test this analysis. Ordinarily an economist involved in the appraisal process will simply
consider the merits of the sensitivity analysis undertaken by others, and at no time is he
expected to insert his or her own analysis into the economic appraisal that is being drafted.
33. Having been directed towards additional information by the Inquiry on 24 November 2017, I
have noticed that papers in that documentation revealed that I had been copied into an
important email on 04 May 2011 from Alison Clydesdale concerning funding (DFE – 05413). I
immediately remarked that on that date I was on annual leave for three weeks, as I got
married on 22 April 2011. In total I was on leave from 16/04/11 to 08/05/11.
34. I have no recollection of dealing with this email upon my return and I would add that Energy
Division took the lead with all issues concerning funding, and I would not have been involved
in resolving any aspect of this for the project (i.e. establishing the funding position or liaising
with DECC concerning longer term funding profiles). However this email (addressed to Peter
Hutchinson) refers to the issue needing to be addressed within the Economic Appraisal,
which could be the reason why I was copied in. I have absolutely no recollection of how this
was taken forward.
35. Finally, I wish to add as far as I was concerned (and as was understood by Energy Division)
my participation in the project at that stage had ended with the receipt of the final CEPA
report at the end of June 2011 and I had no subsequent contact of any significance with this
project until the following year and the production of the addendum that CEPA and Energy
Division had been engaged in.
Response to oral evidence heard on 28/11/17
36. I understand that on 28 November 2017 Alison Clydesdale was questioned about a point in I
made in my witness statement (WIT-10343, para 50). I would like to confirm that my
assertion at paragraph 50 was based on the content of an email chain on Trim
DT1/10/0108715 in relation to a discussion on funding between Alison Clydesdale and my
assistant economist at the time Carmel McConville. I attach a copy of this email chain below
(Annex 5). My understanding of this point was that Alison had advised Carmel that there
was no funding for options such as “grant support” (see point 2 on email sent 29 October
2010 18:07pm). This was the basis of my point in para 50 of my statement. I have no
recollection of this and readily accept I could be mistaken and that the grant support
referred to could be related to something totally different to a challenge fund. However this
is the basis upon which my point was made. Although from perusal of documents after
Alison Clydesdale’s evidence, it is also clear that I was copied into subsequent emails in May
2011 that may have indicated that other options were being considered, alongside a specific
RHI scheme. However, it is clear that at the time of drafting my witness statement I did not
recall this email or indeed its potential significance.
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Annex 1 – Details of Strategic Outline Case (see section 8.2)
https://www.finance-ni.gov.uk/articles/business-case-development-process

Annex 2 – Email chain concerning Strategic Outline Case
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This page provides an overview of business cases for
economic appraisal.

8.1 Introduction to business cases
8.1.1 Appraisals should be undertaken and presented within a
wider business case. Business cases should provide
assessments of strategic fit, option appraisal, achievability, value
for money and affordability. A business case should contain an
economic appraisal and other information including the proposed
arrangements for financing, management, marketing,
procurement, monitoring and evaluation of the relevant policy,
programme or project. The effort to be put into business cases
should be in proportion to the scale and importance of the
proposal.
8.1.2 Documentation of the business case is required at various
stages to inform key decisions. Prior to each key decision point,
the business case document should be treated as a living
document, to be revisited and updated regularly as information
and assumptions are developed and refined. It is not just to be
prepared for purposes of obtaining approval and then shelved.
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8.1.3 The terms business case and business plan are not
interchangeable. DoF uses the latter term in the context of
financially-assisted or commercially-oriented projects, for which a
business plan is required in addition to an economic appraisal in
order to establish project viability. Business plans are explained
at section 4.5.6.
8.1.4 Development of the business case for any proposal should
be a continuous process from inception to implementation.
Proportionate and appropriate effort should be applied in all
cases.
8.1.5 For large procurement projects, DoF generally advocates
developing the business case through three stages:
strategic outline case (SOC)
outline business case (OBC)
full business case (FBC)
8.1.6 For proposals involving assistance to the private or
voluntary sectors, this three-stage approach is not usually
required, and the terms SOC, OBC and FBC are not generally
used. In such cases, the business case should be developed
through as many iterations as are judged necessary to cover all
of the issues set out in section 4 of NIGEAE.
8.1.7 Departments should document the development of
business cases at all key stages of project life. For procurement
projects, this means documentation of the SOC, OBC and FBC
in all cases. Until they have been finalised and served their
purpose, business case documents should be regarded as living
documents to be reviewed regularly and updated to reflect
significant changes to key assumptions.
8.1.8 It is important to consider potential State aid implications at
an early stage in the business case development process, in
relevant cases. State aid refers to forms of public assistance
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that have the potential to distort competition and affect trade
between Member States of the European Union. Where
proposals to provide financial or non-financial assistance to an
undertaking have potential State aid implications, appropriate
action must be taken to ensure that the proposals comply with
State aid legislation. For more details, see sub-section 4.8 on
State aid.

8.2 Strategic outline case (SOC)
8.2.1 The SOC is a very brief preliminary document, usually no
more than 10 or 12 pages long, that introduces the basic project
concept and contains enough detail to support an informed
decision on whether to proceed to an OBC. It should include a
preliminary assessment of strategic fit, options, value for money,
affordability and achievability. Key elements in a SOC include:
the project concept and rationale for government intervention
initial statements of strategic aims, business need and project
objectives
relevant management considerations, including necessary
stakeholder consultations, legal issues and consideration of
any State aid implications
high level consideration of possible options
very preliminary assessment of costs, benefits, risks and
funding and affordability
8.2.2 Analysis at SOC stage is broad and indicative - too broad
and indicative to determine a preferred solution, but sufficient to
judge whether it is worth committing resources to the more
substantial work of an OBC.
8.2.3 DFP has issued a template which indicates the core
content expected in a SOC and is designed to facilitate
documentation of a SOC with suitable and proportionate effort.
See the SOC template.
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8.3 Outline business case (OBC)
8.3.1 The OBC requires a much more comprehensive analysis. It
should be completed prior to the commencement of formal
procurement and normally provides the basis for formal DoF
Supply approval, when it is required. The OBC should include
thorough coverage of the 10 Steps of appraisal in accordance
with Section 2 of NIGEAE to provide fuller assessment of
strategic fit, option appraisal, achievability, assumptions about
costs, benefits, risks and funding. The OBC should determine
the preferred option in terms of the level and form of service
provision, and should recommend a particular procurement
route.
8.3.2 When approval has been granted on the basis of an OBC,
irrespective of the chosen procurement route, the principles of
appraisal should continue to be applied until a contract is
awarded. For example, private sector bids obtained through a
tendering process should be subjected to the principles of option
appraisal, and this process should be fully documented in a FBC.
8.3.3 In some cases, the OBC may be developed in two stages,
referred to as the OBC1 and the OBC2. DoF is prepared to be
flexible about the precise approach in individual cases, but it is
advisable to agree the details with DoF Supply in advance. For
example, some OBCs have been staged as follows:

Outline business case 1
The OBC1 includes a full economic appraisal and provides a
basis for approval of the project need, objectives and preferred
option. This approval may permit funding to be released for
exemplar design and, if necessary, for land purchase or option to
purchase land; and/or enabling works. The OBC1 includes:
full statement of need and objectives
detailed option appraisal and determination of preferred option
in terms of e.g. nature, scale and location of service provision
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high level affordability analysis
if appropriate, justification for up-front costs including land
purchase/option to purchase land; and/or enabling works
section covering business case as per FD(DFP)07/12 (and the
accompanying guidance note) and FD(DFP)13/12 to justify
external consultancy input to OBC2, including exemplar design

Outline business case 2
The OBC2 reports key changes since OBC1 and provides a
basis for DoF approval to initiate the formal procurement stage.
The OBC2:
assesses alternative procurement options in accordance with
NIGEAE paras 5.4.3 to 5.4.5
develops exemplar design and output specification for
preferred option prior to formal procurement
refines affordability analysis including detailed cash
projections, funding statement and estimated year-by-year
capital and revenue DEL implications
does not usually re-visit the OBC1 options; but may examine
variations on the preferred option eg alternative phasings
includes a draft benefits realisation plan
includes a section covering a business case as per
FD(DFP)07/12 (and the accompanying guidance note) and
FD(DFP)13/12 if any external consultancy input to FBC is
required

8.4 Full business case (FBC)
8.4.1 The FBC is documented prior to financial closure and
award of contract. It should provide all the information needed to
support a decision to award a contract and commit actual
funding, and should provide a basis for the necessary project
management, monitoring, evaluation and benefits realisation.
Key components of the FBC include:
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an update on key changes and developments since the OBC
full details of the procurement process
thorough appraisal of bids received from suppliers and a
conventional procurement option
final review of strategic fit, options, value for money,
affordability and achievability
plan and timetable for final negotiations and award of contract
final plans for monitoring, evaluation and benefits realisation

8.5 Business cases and expenditure
approval
8.5.1 In approving any project, policy or programme, there
should be an early opportunity for approving authorities to
consider and influence the choices made. This could take the
form of a formal submission of a SOC for approval or, on some
occasions, informal contacts between the project sponsor and
the approving authority.
8.5.2 Where expenditure proposals exceed the department's
delegated limits, DoF Supply will act as the approving authority.
8.5.3 For all major projects and high profile cases, Departments
are required to submit a SOC to DoF Supply for approval in
accordance with FD(DFP)12/11 before proceeding to develop an
OBC. Relevant cases in this context are:
capital projects with a capital value of £20m or more
all revenue projects which fall above the department's
delegated limits and for which total central government costs
will be £20m or more over the project's life
all projects, irrespective of cost, that set precedents, are novel,
are potentially contentious, could cause repercussions
elsewhere in the public sector, or are potentially politically
sensitive

Received from Samuel Connolly on 05/12/17
Annotated by RHI Inquiry

https://www.finance-ni.gov.uk/articles/business-case-development-process[06/12/2017 21:41:27]

WIT-29048

Business case development process | Department of Finance

The £20m thresholds refer to costs expressed in real terms (that
is, in prices held constant at their current level), undiscounted.
8.5.4 OBCs must be formally submitted to DoF Supply for all
investments over delegated limits, prior to the commitment of
resources and commencement of procurement.
8.5.5 DoF approval of FBCs is currently required only for
PPP/PFI cases.

8.6 PPP/PFI projects
8.6.1 There are particular requirements for OBCs and FBCs in
PPP/PFI cases, as set out in NIGEAE Section 5.
8.6.2 All PPP (including PFI) projects normally require DoF
approval at the following stages:
1. at strategic outline case (SOC) stage, in the case of major
projects and high profile cases as defined above
2. prior to commencement of procurement, based on submission
of an outline business case (OBC)
In addition, all PFI projects (but not generally other PPP
projects)* require DFP approval at the following stages:
3. prior to appointment of a preferred bidder, based on an
appointment business case (ABC) providing an update on key
developments since the OBC and including a detailed BAFO or
final tender evaluation and an updated affordability assessment
4. prior to financial closure, based on submission of a full
business case (FBC)

DoF reserves the right to require approval at ABC and
FBC stages for individual non-PFI PPP cases. This
Received from Samuel Connolly on 05/12/17
Annotated by RHI Inquiry

https://www.finance-ni.gov.uk/articles/business-case-development-process[06/12/2017 21:41:27]

WIT-29049

Business case development process | Department of Finance

may occur, for example, where the PPP is considered
novel, contentious, repercussive or in some other
sense significant.

8.7 External consultancy business cases
8.7.1 All proposals for the use of external consultants must be
justified by a suitable business case. There are specific
requirements for these business cases, as currently stated in an
attachment to FD(DFP)07/12. (Updated on 16th October 2017,
FD (DoF) 08/17 refers) ). This requires a full, but proportionate,
business case to be completed for all external consultancy
contracts expected to cost in total £10,000 or over.
8.7.2 The business case should cover the following issues:
1. The purpose of the assignment.
2. A reasoned assessment of the alternatives to external
resources, and particularly the justification for using External
Consultants. Where it is decided not to use internal
consultants a full explanation must be provided for this
decision.
3. The immediate and long-term outputs and benefits expected
from the External Consultancy resources, when they are likely
to accrue and how they will be measured.
4. The proposed project management arrangements, including
management of deliverables, expectations and risks.
5. The means by which skills/expertise will be transferred to ‘inhouse’ staff and/or internal consultants if appropriate. If not
appropriate, the business case should state the reasons why it
is not appropriate.
6. The proposed division of work between the External
Consultants and any ‘in-house’ staff and/or internal
consultants who will be assisting them.
7. The expected costs of both the external and the ‘in-house’
effort.
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8. Potential risks and uncertainties associated with the
assignment.
9. The performance review arrangements.
10. How the results of the External Consultancy will be
implemented and monitored.
11. Any other considerations specific to the assignment.

8.8 ICT supported projects
8.8.1 Previously, a separate body of guidance specifically for
ICT-related expenditures was given in DAO(DFP)33/03.
However, that guidance was withdrawn when the Centre of
Expertise for Programme and Project Management website was
introduced.
8.8.2 Business cases for ICT proposals should be developed
through the stages of SOC, OBC and FBC in accordance with
the general guidance in NIGEAE and should be managed
following the Centre of Expertise guidance.

8.9 Business cases and gateway reviews
8.9.1 All programmes and projects in central government are
subject to gateway reviews. The gateway process examines
programmes and projects at critical stages in their lifecycle to
provide assurance that they can progress successfully to the
next stage.
8.9.2 The following table highlights the gateway review that
corresponds with each business case stage. Gate 0 applies only
to programmes and may be repeated at key stages throughout
the programme. Gates 1-5 apply to projects within a programme.
Business Case Stage

Gateway Review

High-Level

0: Strategic Assessment

SOC

1: Business Justification
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OBC

2: Procurement Strategy

FBC

3: Investment Decision

Implementation

4: Readiness for Service

Benefits Realisation

5: Benefits Evaluation

8.9.3 Further guidance on the gateway process is contained in
section 10.5 and on the DoF Central Procurement Directorate
gateway review process web page.

8.10 Business cases for contract awards,
contract extensions and procurement
projects
8.10.1 All contracts, including direct award contracts, all contract
extensions and all procurement projects should be supported by
suitable appraisals and business cases; and the advice of CPD,
or if appropriate, another designated CoPE, must be sought
before commencing any procurement.
8.10.2 There is a need for suitable and proportionate appraisal of
options and completion or update of a business case before
signing any contract (including direct award contracts) or taking
up any permitted/legitimate contract extension or commencing
any procurement involving commitment of expenditure and/or
changes in the use of public resources.
8.10.3 Procurements and contracts involve commitment of
expenditure and/or changes in the use of public resources.
Decisions to proceed with them must therefore be supported by
appropriate and proportionate appraisals within similarly
proportionate business case documents. This includes all
decisions to award or extend contracts.
8.10.4 New contracts should only be awarded after a suitable
appraisal has been undertaken, a proportionate business case
has been completed and any necessary approvals obtained. The
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same applies to contract extensions.
8.10.5 Where a contract is currently in operation, and there is a
desire to consider contract extension, the process of reappraising service requirements should commence sufficiently in
advance of the end of the current contract to allow time for the
necessary analysis to be undertaken and the required approvals
to be obtained. This should help to ensure a smooth contract
extension process.
8.10.6 There should be no presumption that a contract extension
will be taken up. It should be treated simply as one of the options
to be appraised before contract expiry. The uptake of a contract
extension which has been provided for within the original
contract should be actioned only with approval of the appropriate
CoPE on the basis that there is a continued business need, that
contract extension is the best option of all the available
alternatives, that the supplier has provided satisfactory
performance, and that the additional expenditure is within the
scope of the original business case.
8.10.7 Proportionate effort should be applied at all times. The
resources devoted to appraisals and business cases should be
in proportion to the scale or importance of the objectives and
resource consequences in view. Each contract decision must be
judged on its merits, depending on factors such as the scale of
the resources that will be committed by the decision. However,
the following rules of thumb should normally apply:
the effort required for a substantial new contract should
generally be significantly greater than that for a contract
extension
a new contract will generally require a more substantial
business case document than a contract extension; the latter
may only require an addendum to the original business case
8.10.8 It is important to recognise that DoF Supply approval of a
contract does not generally include approval to proceed with a
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contract extension. Accordingly, departments must return to DoF
Supply for fresh approval before proceeding with any contract
extension that lies outside the appraisal period upon which the
original business case and Supply approval was based, in the
form of a new or suitably updated appraisal and business case
8.10.9 All contract decisions require justification and need to be
thought through beforehand, whether they concern contract
awards, extensions, modifications or variations. It is always right
to think through what is required, consider the alternatives
available, weigh up the pros and cons of each alternative, and
make the decision that offers the best VFM. That is what
appraisal means – thinking decisions through beforehand. Thus
every decision should be subject to appraisal. However,
business case documentation is not generally required for minor
contract modifications or variations that lie within the scope of
the original business case.
8.10.10 Nevertheless, substantial modifications or variations may
give rise to a need for updated business case documentation in
some circumstances. For instance, regarding projects that
require DoF approval, the standard approval conditions require
re-submission to DoF where total capital or revenue costs rise by
more than 10% or where there are substantial changes to the
approved project, broadly defined as any variance of 10% or
more from an assumption in the approved business case. Where
a substantial contract modification or variation will lead to a
breach of these conditions, it will be necessary to revert to DoF
for re-approval and this is likely to require updated business case
documentation. In such cases, the precise requirements should
be discussed and agreed with the relevant DoF Supply Division.
In all cases where substantial modifications or variations are in
view, the need to update business case documentation should
be considered.
8.10.11 Continued use of a supplier after the end of a contract
should be treated as a direct award without competition in line
with CPD Guidance 03/11.
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8.10.12 Contracts should not be signed, nor should any
procurement be commenced, nor any expenditure committed
until a suitable appraisal and business case have been
completed and all the necessary approvals have been granted
formally in writing. There are no exceptions to this rule. For
example, it applies to direct award contracts as much as to all
others.
8.10.13 It is vital to consult CPD, or if appropriate, another
designated CoPE, from an early stage in the procurement
process, and their advice must be sought before commencing
any procurement. DoF Supply will normally require evidence of
suitable CPD/CoPE involvement when its approval is sought for
relevant cases.
8.10.14 CPD provides detailed guidance on the procurement
options that are available, and how to conduct the relevant
procurement process. The CPD website contains a variety of
relevant resources including, for example, several Procurement
Guidance Notes and various other items of relevant guidance.
Enquiries concerning relevant procurement issues should be
made to the Head of Centre of Procurement Expertise who is
responsible for the contracting authority’s procurement services.

8.11 Further advice and guidance
8.11.1 Departmental economists can provide general advice on
the content of business cases and specialist advice on the
relevant appraisal and evaluation techniques and procedures.
8.11.2 A template summarising the expected content of OBCs
and FBCs is provided in Summary of DoF OBC/FBC
Requirements. A copy of a flow chart showing the business
case approvals process can be found on the resources page.
8.11.3 DoF business case guidance is broadly consistent with
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the relevant HM Treasury guidance. The latter is based on a '5

WIT-29056

case model' - the strategic case, the economic case, the
commercial case, the financial case and the management case and HM Treasury's recommended presentation is based around
these issues. DoF expects business cases to cover similar
issues, but has its own specific requirements for the content and
presentation of business cases as indicated above.
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