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The Joint Resources Council uses standard selection criteria when evaluating new investment opportunities for inclusion in a service portfolio at the initial investment decision. The criteria are: benefits, lifecycle cost, benefit to cost ratio, alignment with the enterprise architecture, impact on FAA strategic initiatives, and risk. Additionally, when the investment initiative is an element of an operational capability, the alternatives must also provide the performance and functionality necessary to achieve the operational capability. 
The criteria are found in attachment 1. Their presentation to the Joint Resources Council at the initial investment decision is illustrated in attachment 2. 

The following guidance governs application of the criteria and their presentation to the initial investment decision–making body.

Portfolio Selection Criteria

Benefits

Benefits are calculated using FAA’s standard benefits analysis methodology and standard benefit basis of estimate found on the FAST website under investment analysis. Both cost benefit and cost effectiveness may be applied. Benefits should be quantified in terms of lower FAA or aviation industry operating costs whenever possible. The standard FAA benefits categories are:
· Aircraft direct operating costs (delay savings or route efficiency)

· Passenger time of value

· Safety

· FAA cost savings or cost avoidance

You may also consider non-dollar benefits such as compliance with congressional or executive direction and infrastructure or facility improvements crucial to service delivery. Another key benefit could be the proposed investment is an essential element of a service organization or line of business service portfolio.

The alternative with the greatest total benefits is ranked highest.

Lifecycle Cost

Lifecycle cost is calculated using the process and methodology found in the FAA lifecycle cost estimating handbook. The rationale for the lifecycle cost estimate is recorded in the cost basis of estimate. Both standards are found on the FAST website under investment analysis. 
Both investment (F&E) and operational (OPS) costs are calculated for each alternative for the number of years for which the investment is intended to be in use (the lifecycle). The alternative with the lowest lifecycle cost is ranked highest. 
Often investment programs are approved for implementation in phases or segments. However, the lifecycle cost ranking is based on overall lifecycle cost and not the cost of a specific segment or phase.

Benefit to Cost Ratio

The benefit to cost ratio is determined for each alternative with the greatest value ranked highest. Net present value and payback period are also determined and presented to the investment decision-making body.
Alignment with the Enterprise Architecture

The alternative offering the greatest improvement to the enterprise architecture is ranked highest. This alternative may or may not be the recommended alternative called out in the enterprise architecture transition plan since the market search during initial investment analysis may reveal a more promising solution than the one specified in the architecture. However, such an alternative must be vetted with the architecture review board and the appropriate architecture products and amendments must be prepared and approved by the chief architect in order for the alternative to be ranked highest. 

Those alternatives that are elements of the “to be” enterprise architecture typically score highest, while those that bridge the period to the “to be” architecture score lower. Those alternatives not aligned with the enterprise architecture score lowest unless they have been subsequently approved for inclusion in the architecture
Impact on FAA strategic initiatives
The alternative that offers the greatest quantitative improvement to one or more FAA strategic initiatives is ranked highest. Qualitative improvements rank lower and those alternatives that do not contribute to FAA strategic initiatives rank lowest. This is not to say such alternatives or investments do not have value to the agency. Their merit would be expressed in one or more of the other selection criteria.
Risk
The risk associated with each alternative is determined using the standard risk analysis guidelines found on FAST under investment analysis. This guideline defines a number of risk areas that should be considered. The following are key aspects of risk that must be evaluated:
· Safety

· Maturity and stability of requirements

· Technological maturity

· Performance

· Security

· Human factors

· Cost

· Schedule

The alternative with the overall lowest risk is ranked highest. Alternatives that risk safety are not acceptable nor are alternative with high technical risk.  

Initial Investment Decision Summary Chart

Attachment 2 is an example initial investment decision summary chart. This chart summarizes and presents to the investment decision-making body the information generated for each alternative solution during initial investment analysis for each portfolio selection criterion. This chart is included in the initial investment decision briefing package and is viewed by the decision-making body when deliberating the investment decision.

The initial investment decision summary chart presents equivalent summary information for each selection criterion for each alternative. You must rank each alternative for each selection criterion and you must provide a succinct rationale for the ranking. The decision criteria go horizontally across the chart and the alternatives vertically down the chart.
Benefits

The rationale for the benefits ranking must specify actual cost benefits or savings as well as the nature of the savings (e.g., operating cost avoidance or value of passengers not injured or killed)
Lifecycle Cost

The rationale must specify both investment (F&E) and operational (OPS) cost for each alternative over the period for which lifecycle cost is estimated. The header for this criterion must specify the lifecycle period for which costs are estimated. If approval is requested for a program segment of a larger overall investment program, the F&E and OPS costs of the segment must also be specified.
Benefit to Cost Ratio

The rationale for the benefit to cost ratio for each alternative must specify the ratio, the year in which benefits breakeven with costs, and the net present value. The basis for these values must be clearly supported in the business case analysis report.
Contribution to the Enterprise Architecture

The rationale must specify the contribution of the alternative to the enterprise architecture. Alternatives specified in the “to be” architecture typically score highest although market research may identify a superior solution, which would then score higher. Alternatives that do not contribute or bridge to the “to be” architecture typically score lowest. 
Impact on FAA strategic initiatives
The rational must identify the FAA strategic initiatives the alternative is expected to impact. Quantitative impacts on specific goals or measures are most powerful. Qualitative impacts may be important, but are less powerful.

Risk

If there are high risks associated with any alternative, the rationale must identify the high risk areas (e.g., operability, safety, technical). The rationale must also quantify the total number of high, medium, and low risks.
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