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    A Whole Life Cost Model


	
	Element
	Notes

	P
	Procurement costs
	This will not apply in all cases. For example, if undergoing a large-scale tender there will be associated costs, compared no (or minimal costs) with calling off from an existing framework contract.

	A
	Acquisition costs
	This is the initial cost, and will include

· The capital cost (if applicable)

· The revenue cost

· Any leasing, financing or hire costs

· Delivery and configuration costs

· Any implementation, training and staffing costs

	O
	Ownership costs
	This is the cost incurred during the expected life of the goods (or contract length for the service), including:

· Maintenance and repair costs

· Support costs

· Running costs (energy efficiency, fuel, etc.)

· Storage costs

· Cost of migration or changes to procedures

· Amortisation (in cases where you are providing for the eventual replacement).

· Usage costs (resources required, training, etc)

· Upgrade costs

· Any costs relating to contract or relationship management.
You will also want to factor in the comparative life expectancy of competing solutions.

The exit costs or re-tendering costs may also influence the contract duration.

	D
	Disposal costs
	At the end of the product’s life, what will the cost of disposal be?

In the case of a service, will there be any costs in ending the service?

Can the solution or product be reused, refurbished or recycled?
Will there be a realisable residual or resale value?
Also consider any longer term benefits arising from the service or asset.

	S
	Sustainability assessments
	At the specification or tender stage, identify what the contract will provide in respect of environmental impact (including carbon footprint) plus economic and social benefits. Include these issues in the tender pack and evaluation model.


This model produced by Strategic Procurement, Wakefield Council, January 2008



P = Procurement costs


A = Acquisition costs


O = Ownership costs


D = Disposal costs


S = Sustainability assessments





Whole Life Cost = (P + A + O + D) + factor to represent S
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