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Appraisal Summary Table: User Guidance
1. Introduction
1.1 Purpose of this document
This document provides guidance on how to fill in the ‘Appraisal Summary Table’ and should be read in conjunction with the Excel spreadsheet. 
1.2 Overview of the table

The Appraisal Summary Table should be used when your team is producing a Business Case and also when providing quarterly updates to PPD. The table allows users to correctly disaggregate and record their project/programme’s costs and benefits, providing clear and consistent reporting of costs and benefits across the Home Office. 

The table calculates a range of value for money metrics including net present values (NPVs), benefit-cost ratios (BCRs), and budgetary impact. 

The definitions of each component of the table can be found within this guide and in the Excel spreadsheet. This guide also includes examples of each benefit to help you decide which category your project/programme’s benefits should go in. Your team should ensure costs and benefits reflect programme decisions. 

2. Filling in the Table
2.1 Tabs
In every Business Case, there should be several options to analyse against the baseline. There is a separate tab for each of these options, where you can enter the relevant costs and benefits. 
Each option has an ‘Appraisal Summary’ tab where you can input the data. For the first option, you will have to enter your baseline costs as well as your option costs and benefits. For all other options, the baseline tabs will be automatically filled in.
Following each ‘Appraisal Summary’ tab is a ‘VfM Summary’ tab, which produces a selection of value for money metrics using the data you have provided.
2.2 Preparing the tab

Each tab has a cell for you to [INSERT OPTION NAME]. Fill this with an appropriate descriptor of the ‘do something’ option you are appraising against the baseline. 
You should then label the financial years according to the appraisal period of your programme in the cells marked [INSERT FY]. There is space for up to 30 years, but you should use as many years as appropriate. 
2.3 Costs
The first section to populate in each ‘Appraisal Summary’ tab is ‘Costs’. This includes the costs of your baseline (‘do nothing/minimum’) and the costs of one of your other options (‘do something’).
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Each section to populate is as follows:

‘Do nothing/minimum’ cost (the costs of the service/product that is currently being delivered, but will be replaced/modified under the ‘do something’ plan)
· Business as usual (BAU) resource – cost to Home Office if no change, cashable

· BAU: The normal execution of standard functional operations within an organisation.

· Resource costs: Expenses incurred to carry out day-to-day business activities in the delivery of a product or service, including FTE costs and the cost of materials.

· BAU capital – cost to Home Office if no change, cashable

· BAU: The normal execution of standard functional operations within an organisation.

· Capital costs: Expenses incurred on the purchase of land, buildings, construction, and equipment to deliver a product or service.

· All costs covered by non-Home Office sources
· All costs incurred by bodies other than the Home Office (i.e. Home Office arms length bodies (ALBs) and law enforcement agencies (LEAs), other government departments, non-Home Office agencies, and other organisations).
· Optimism bias

· An empirically based adjustment to redress any over-optimism regarding estimates of a project’s costs and duration.

· The total OB can be entered as a single line at the end of the cost summary, regardless of whether the project has applied a blanket OB rate to all costs or whether it has calculated specific OB rates for different cost lines.
‘Do something’ cost (the costs of the new service/product that is proposed to be delivered, and will replace/modify the ‘do nothing/minimum’ activities)
· BAU resource – new cost to Home Office, cashable

· BAU: The normal execution of standard functional operations within an organisation.

· Resource costs: Expenses incurred to carry out day-to-day business activities in the delivery of a product or service, including FTE costs and the cost of materials.

· BAU capital – new cost to Home Office, cashable

· BAU: The normal execution of standard functional operations within an organisation.

· Capital costs: Expenses incurred on the purchase of land, buildings, construction, and equipment to deliver a product or service.

· Change programme resource – new cost to Home Office, cashable

· The cost of the programme resources required to run the project/programme, including programme staff FTE costs and IT costs.
· Change capital – new cost to Home Office, cashable

· Capital investment from the programme necessary to implement the change, including change expenditure on construction and equipment.
· All costs covered by non-Home Office sources

· All costs incurred by bodies other than the Home Office (i.e. Home Office arms length bodies (ALBs) and law enforcement agencies (LEAs), other government departments, non-Home Office agencies, and other organisations).
· Optimism bias

· An empirically based adjustment to redress any over-optimism regarding estimates of a project’s costs and duration.

· The total OB can be entered as a single line at the end of the cost summary, regardless of whether the project has applied a blanket OB rate to all costs or whether it has calculated specific OB rates for different cost lines.

The total cost of the ‘do nothing/minimum’ and the ‘do something’ will be automatically calculated and displayed in the ‘Total’ row. The total costs are then automatically discounted and displayed in the subsequent row. 
The difference between the ‘do nothing/minimum’ and ‘do something’ costs is automatically calculated. It is either a cost saving or a cost increase and will reflect the net direct cost impact of the programme on Home Office budgets. However, the cost difference figure will not represent the actual financial budgetary impact, as economic figures include discounting and exclude taxes and inflation. 
There may be some commercial savings contributing to the cost difference. Commercial savings are the difference between 'do nothing/minimum' BAU costs and 'do something' BAU costs, i.e. savings from negotiating cheaper arrangements with contractors or suppliers, or implementing a solution that has cheaper running costs.

2.4 Benefits

The second section to populate in each ‘Appraisal Summary’ tab is ‘Benefits’. This covers the benefits of the ‘do something’ option you are analysing in this tab.

In addition to cost savings (which include any commercial savings) there are three categories of benefit recognised by the Home Office, and these can be cashable or non-cashable, as follows:


A ‘cashable’ benefit is one which results in the government either gaining money or avoiding expenditure. By Business Case definition, ‘cashable’ benefits affect HMG budget, meaning that the Home Office, Home Office ALBs and LEAs, and other government departments and their agencies can have ‘cashable’ benefits, but money gained by a non-government body instead falls into the ‘non-cashable’ wider public benefits category.
Income is always cashable as by definition it is money received.

Operational efficiencies can be cashable or non-cashable. As a process is made more efficient, resources are freed up. The organisation can either choose to let those resources go (cashable as money that would have been spent on these resources is no longer spent), or they can choose to repurpose those resources (hence no money is gained because it is still being spent on those same resources).
Wider public benefits are always non-cashable as Home Office interventions/investments are to provide the public with better outcomes, such as a better service or a better quality of life. No money is produced in this benefit.
The benefit categories found within the table are explained below, each with an example. It is advised that you consult an economist with knowledge of your business area if you are unsure how to categorise your benefit.

2.4.1 Cashable benefits with a direct Home Office budgetary effect
Each section to populate is as follows:

Cashable benefits to the Home Office 
· Income from abroad – cashable
· Additional income to the Home Office from abroad, e.g. income from use of Home Office services such as visa application or the Registered Traveller service.
· Income from UK – cashable (an equal and opposite disbenefit should be recorded against the body who incurs this fee)

· Any income to the Home Office generated from a domestic fee, e.g. income from UK citizens when renewing a passport. An equal and opposite disbenefit must be listed to account for the disbenefit that has incurred to the UK from the fee, in these cases the cost to the public of renewing a passport.
· Operational Efficiencies – cashable 
· Cashable benefits to the Home Office from producing the same output with fewer resources, e.g. by releasing staff.
The total cashable benefits with a direct budgetary effect will be automatically calculated and displayed in the ‘Total’ row. The total cashable budgetary benefits are then automatically discounted and displayed in the subsequent row. 

2.4.2 Cashable benefits without a direct Home Office budgetary effect
Each section to populate is as follows:

Cashable benefits to Home Office ALBs/LEAs
· Income from abroad – cashable 
· Additional income to Home Office ALBs/LEAs from abroad, e.g. other countries commissioning work from CAST, or a payment to the NCA from another country.
· Income/fees from/to UK – cashable 

· Any income to Home Office ALBs/LEAs generated from a domestic fee, e.g. a payment from the UK to the police for a special service such as policing a football match, or the licence fee payment to ASRU to test on animals. An equal and opposite disbenefit must be listed against the body that has incurred the fee, in these cases the cost of the police service to the customer, and the cost of the licence fee to a UK university.
· Operational efficiencies – cashable 
· Cashable benefits to Home Office ALBs/LEAs from producing the same output with fewer resources, e.g. a police force releasing some staff.    
Cashable benefits to other government departments/non-Home Office agencies

· Income from abroad – cashable 

· Additional income to other government departments/non-Home Office agencies from abroad, e.g. increased tax revenue to HMRC from seizures of tobacco and alcohol from non-UK citizens at the border.
· Income/fees from/to UK – cashable 

· Any income to other government departments/non-Home Office agencies generated from a domestic fee, e.g. the Home Office contributes to the extension of a BEIS scheme, resulting in more businesses enrolling into the scheme and generating more fee income for local authorities. An equal and opposite disbenefit must be listed against the body that has incurred the fee, in this case the cost of the fee paid by the relevant party.
· Operational efficiencies – cashable 
· Cashable benefits to other government departments/non-Home Office agencies from producing the same output with fewer resources, e.g. the Home Office modernises the process of how police handle evidence, which also simplifies the way courts handle evidence and eliminates an expenditure for the MoJ. 

The total cashable benefits without a direct budgetary effect will be automatically calculated and displayed in the ‘Total’ row. The total cashable non-budgetary benefits are then automatically discounted and displayed in the subsequent row. 

2.4.3 Non-cashable benefits without a budgetary effect
Each section to populate is as follows:

Non-cashable benefits to Home Office
· Operational efficiencies – non-cashable

· Non-cashable benefits to the Home Office from producing the same output with fewer resources (other resources have been re-purposed rather than released), or performing the same task with the same resources in less time, e.g. a saving in a Border Force Officer’s time from being able to complete a process faster, allowing them to repurpose the time saved.
Non-cashable benefits to Home Office ALBs/LEAs
· Operational efficiencies – non-cashable

· Non-cashable benefits to Home Office ALBs/LEAs from producing the same output with fewer resources (other resources have been re-purposed rather than released), or performing the same task with the same resources in less time, e.g. a saving in a Police Officer’s time from being able to complete a process faster, allowing them to re-purpose the time saved.
Non-cashable benefits to other government departments/non-Home Office agencies

· Operational efficiencies – non-cashable

· Non-cashable benefits to other government departments/non-Home Office agencies from producing the same output with fewer resources (other resources have been re-purposed rather than released), or performing the same task with the same resources in less time, e.g. if a border force system is used to help HMRC to process customs.
Non-cashable benefits to the public

· Wider public benefits – non-cashable  

· All other benefits to UK citizens and businesses, e.g. the benefit a preventing a crime from occurring, or increased trade facilitation due to faster processes at the border. Any revenue/profit to UK businesses would also fall into this category – it is classed as non-cashable because the HMG budget is not directly affected.
The total non-cashable benefits will be automatically calculated and displayed in the ‘Total’ row. The total non-cashable benefits are then automatically discounted and displayed in the subsequent row. 

2.4.4 Disbenefits

A disbenefit is a negative consequence of a project or programme, detracting from the project/programme’s benefits.

2.4.5 Benefit totals
The discounted total non-budgetary benefits (including disbenefits) are calculated automatically by summing the benefits in sections 2.4.2 and 2.4.3. 

The final row of the Appraisal Summary Table gives the discounted total of all benefits, automatically calculated by summing the benefits in sections 2.4.1, 2.4.2, and 2.4.3.

2.4.6 Non monetised benefits
A non monetised benefit is one that have not been given a monetary value.  These benefits are not cashable. Non-monetised benefits can be recorded using either quantitative or qualitative methods. Quantitative methods assign values in units other than money e.g. a reduction in passport backlogs / shorter queues. Qualitative non-monetised benefits are described in narrative.
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3. Value for Money Summary Tab
3.1 ‘Costs & Benefits’
The ‘Costs & Benefits’ table uses the data from the ‘Appraisal Summary’ tab to summarise the costs and benefits of the option, reporting:
· Net cost - all
· This shows the cost of the 'Do Something' options over the baseline. If this is negative, the value is a cost saving.
· Net cost – Home Office

· This is the same as above, but excludes any costs not paid for by the HO. If this is negative, the value is a cost saving.

· Change cost 
· This is the sum of the 'Change resource' and 'Change capital' costs of the 'Do something' option. It can be viewed as project/programme investment.

· Cashable benefit – Home Office 

· This sums the benefits which are cashable to the Home Office, and hence directly impact the Home Office budget.
· Cashable benefit – non-Home Office 

· This sums the benefits which are cashable to bodies other than the Home Office, and hence do not directly impact the Home Office budget.
· Non-cashable benefit 

· This sums all other quantifiable and monetisable, but non-cashable, benefits.
· Total benefit (cashable and non-cashable)
· This is the total of all benefits (operational efficiencies, income, and wider public benefits) in the Appraisal Summary which feed into the net present value.
3.2 ‘Value for Money (VfM) Metrics’
The ‘Value for Money (VfM) Metrics’ table uses the summary cost and benefit figures listed in section 3.1 to calculate a selection of metrics of the option’s value for money. These are:
· Net present value (NPV)
· The NPV is the Total Benefit of the 'Do something' option minus the Net Cost of the 'Do something' option. The NPV accounts for costs and benefits to all UK bodies. If the NPV is positive, this indicates that the 'Do Something' option is better VfM than the baseline. Options with higher NPVs represent better VfM.

· Savings for Home Office Budget
· If this is positive, there are savings for the HO budget. If this is negative, an increase in the HO budget would be required.  

Note - This figure does not represent the actual financial budgetary impact, as economic figures include discounting and exclude taxes and inflation.
· Benefit-cost ratio
· The benefit-cost ratio (BCR) is Total Benefit divided by Net Cost. Projects with a BCR >1 have greater benefits than costs. The higher the ratio, the greater the benefits relative to the costs. This is the conventional BCR method.

Note – If "N/A" is displayed, the value calculated is negative and the metric is not useable.
· Benefit-investment ratio
· The benefit-investment ratio (BIR) may be useful when there are cost savings and the conventional BCR method produces a negative value. This Home Office method divides Total Benefits by ‘Change Cost'.
Note – This is an experimental metric, and its usefulness will be reviewed at the end of a trial period. 

4. Notes on Use of the Appraisal Summary Table
4.1 Use alongside existing tools
The Appraisal Summary Table is intended to complement, not replace, teams’ cost models, and can be used alongside the Standard Model. It is purely a tool to disaggregate costs and benefits so they can be manipulated into the consistent value for money metrics. 
For clarification on the table and this guidance, or to request the support of an economist in producing economic analysis, please contact: piceconomiccase@homeoffice.gsi.gov.uk.

What should be included in ‘Costs’?





Components of the project/programme that are required for the delivery of a service or product. The project/programme team have a high degree of control over these components. All costs have a direct impact on the budget of whoever is delivering the project/programme.





Costs to the Home Office should be extractable from the project/programme’s finance model. For this economic appraisal table, they should have inflation and taxes removed.








Note on Asset Sales





Revenue from asset sales should be treated in the costs of the options, recorded as a negative item within ‘BAU capital’ in the appropriate year.





The value of existing assets is their opportunity cost i.e. their value in their next most valuable use. This is usually the sale value in the market. Where no comparable market sale value exists, it must be estimated.





The purchasing party of the asset will incur a cost, but they are assumed to gain productivity as a result of at least the asset purchase price value. The net effect on the purchasing party is assumed to be zero, and therefore not included in the business case.





If the government is currently using the asset, then any lost productivity that the government could derive from the asset should be factored in as a disbenefit against operational efficiencies. 





What should be included in ‘Benefits’?





Components of the project/programme that require teams/users to be proactive for the components’ values to be realised. They require monitoring and tracking. Only some benefits have a direct impact on the Home Office budget.





The table only captures monteiseable benefits. Any non-monetised benefits will be stated in the narrative of the economic case.








Note on Income





Income relates to money generated from a fee for a service. 





Income should only be counted as a net benefit if it has come from abroad. This is because extra consumption has entered the UK economy. 





If the government receives income from a UK source, this is simply a transfer from one UK party to another, and so the net effect is zero. For completeness and to capture the budgetary impact, any income generated from a domestic fee should be listed as a cashable benefit to the relevant body, but an equal and opposite disbenefit must be listed against the body that has incurred the fee. 





There is an exception in that income is counted if it is taken from the illegal economy, e.g. income from illegal cash seizures. This is because any gain to criminals from engaging in criminal activity is not counted as a benefit, so if money is taken off of them it is not seen as a cost to that individual. Therefore there is a net benefit to the Home Office. 





Note on Disbenefits





Disbenefits will have a negative impact on the following benefit categories:


Income – a fee is incurred.


Operational efficiencies – extra time taken to carry out a process.


Wider public benefits – there is a negative effect on the public.


Disbenefits for these categories should be subtracted from the relevant benefits rather than added to the costs. 











Note on non monetised benefits





Examples include:


Increase in public confidence. This benefit we both can’t quantify or monetise.


Increase in customer satisfaction.  It would be possible quantify this benefit but would be difficult to monetise.


Shorter waiting times.  With the right data this benefit could be quantified and monetised.  














