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,nfrastructu10 .r~ustr2llia :s responsible for tho 
Nn!1unrli P uiJ/n; Private Partnerships (PPP) Po!fcy 
a n d GulcJe tinAs. With the assisiance of 
s;ifra:, tn.:cture Ausirdiia, the Cou11ci! of Australian 
C ovf;rnrne r;t_s (COAG) will rnonitcr . review and, 
from nme to k1e. refine tho /'.Jat1onD1 PPP Poiicy 
.:·?r?d (3 tJtdo!inos a nd is .air~o responsible for 
.-;;::provinq substa:1t1ve chanq1.,s to them. 

·.•'there the Natlornl f->pp Gu:de!ines al!c,w 
!:;r;:00 1,.'.inn a l iie>cbi!ity. the CltH>,nsiand-speciiic 
,j ,:;panurcs 2 pp!y els set out in this docurnent. 
·/ h:ere turther ;nfo,rnat:on is required the 
Our,,cnslw1d G ove!'nrr1ent will prnvide the relevant 
qu:dance for PPP ir:fra.c:tnicture piOJBCts. 

,'\ ~, a ;.;u11,m , i :uh, , ,,ppl:cation of the policy is not 
n::n1c.ia tory for: 

~ t:1e provisio1, of infrastructure by Government 
( )\o: nec.! Corporations (GOCs) 

-. t;'c;; ria•n st,indw d design and construction 
prq cc:t;, :,uch as cfiice buildings w ith iong-terrn 
qo vs-rnnwnt lenants 

~ infm,nation and communication technology 
t_ :c n prow cts 

~ 1.:: aieqory 1 Water Authorities seDking 
,:ornmunity se rvice obF[Jation funding to 
nrc cure new ,nfr;:;.structurc . and 

'" qc ncr,,! procurement or services by the 
,/>ve1 rm,.:'n! wrw re infrastructure is not being 
prov;ded (for ,)x,rn1pl0 1xofessionai consulting 

() uec,nsiancJ T,edsury is :·esponsible for 
d,,,,; oloping and overneeing Oueenslanc:'s 
coni:•ibutior to :he National PPP Policy and 
Guidofio9.<, ~,iong with Qw~<rnsland-specific 
(Jcpartures. 

n11, National PPP Policy and Guidelines and 
()uGer,3iand PPP supporting guidelines apply to ali 
f' D P projects undertaken l:Jy agencies in 
C ur;,ir: .-,; iand uniess a spedf:c govermnc-::nt 
,:i;:, -: ,,:,,on c,dvises tha t other provisions w:11 3pply. 

Ti-1:s dGz;u n 1f,11 t outlines Queensland's position 
,;. i; ,,.q; tr11~ /Vaticna/ PPP Policy and Gwdefi:ws 
, i• ,currn:n l'i a:10w scope for Jurisdictional 
:ie;xH·tures and shou ld be read :n conjunciiDn w :1h 
th ; i')i!Gwinq docurrwnts 

[\fJenc ies should reret to tile P!\F poiicy 
ov e,viGw l orf;Jrthe, information about the 

PAF's application and the mies and 
responsibil ities that may apply. 

• Queensland Procurement Policy 

• Queenstand Government Bui!ding and 
Construction Training Policy 

Any procurement processes that 
commence for public private partnerships 
in relation to bu iiding pmjects with a 
contract sum of $500,000 or greBter 
(including G ST) and civil construction 
projects with a contract surn of $3 million 
or greater (including GST) must comply 
w ith the training policy. 

• Quee;;sland Charter for Local Content 

The charter applies to ;;:ny orocurernent 
process for public private partnerships with 
a Queensland Government capital value 
contribution of S5 m illion (exclusive of 
GST) or greater. 

"' National PPP Policy and Guide!inf-•s: 

Ncltior.al PPP Policy Framework 

Volume '1 Procurement Options Analysis 

Volume 2 Practitioners Guide 

Volume 3 Commercial Principies for Social 
Infrastructure 

Volume 4 Public Sector Comparator 
Guidance 

Volume 5 Discount Rate Methodology 

Volume 6 Jurisdictional Requirements 

Volume 7 Commercial Pr inciples for 
Economic Infrastructure 

Roadmap for Applying the Commercial 
Principles 

AqDncios will also be hound by other applicable 
le9islation, standards, frameworks, policies and 
guide lines. 

3~ Using these 
guidelines 

The Queensland PPP supporting quide!,nos 
outline the Queensiaml-specific requirements for 
PPP projects. These guidelines complement lhe 
National PPP Poiicy and Guidelines a1:d replace 
the series cf separate guidance documents that 
previously comprised Queensland's Value for 
Mcney Framework. 

The PAF outiines the strategic assessment or 
service requirement and preliminary evaluation 
project stagos thot occur before a project 



progresses further using the National PPP Policy 
and Guidelines. 

The national PPP guidelines set out a 
comprehensive framework for analysing and 
delivering potential PPP projects that support the 
government's strategic objectives. The framework 
provides for rigorous analysis of the viability of 
PPP delivery options, compared to traditional 
government delivery. It proposes a fair process for 
applying competitive forces to drive innov;,tion and 
cost effectiveness. 

These Queensland PPP supporting guidelines aim 
to guide the Queensland Government and private 
sector practitioners on the process and specific 
State issues they are likely to confront in analysing 
and developing major infrastructure proposals. 
and, where appropriate, delivermg PPPs in 
Queensland. It is not a 'how to' manual. 
Circumstances differ widely between each 
infrastructure proposal, and specialist exper!isE; is 
required to ensure the analysis is compre1v.,ns1ve. 
Rather. the purpose of these guidelines, in 
conjunction with the Ndtional PPP Policy al)c/ 
Guidelines, is to provide a working knowledge of 
the methods and issues that arise in the analysis 
of infrastructure projects, to allow better 
interpretation and application of technical and 
specialist aclvice 

A reference to the "relevant PPP authority" 1n the 
National PPP Policy and Gurde/ines means 
Queensland Treasury unless otherwise specified. 

3. 1 Holes of agencies 1n 
PPP procurement 

Queensland Treasury has specific 
responsibilities in relation to potential PPP 
projects, including to: 

~ review preliminary evaluations with a particular 
focus on elements involving private finance 

•; assist in the preparation of business cases 
that involve elements of private finance (e.g. 
an option involving a PPP) 

• lead procL:rement processes where the chosen 
delivery mode! involves private finance (e.g. a 
PPP) 

• review and maintain !he PAF, including these 
Queensland PPP supporting guidelines. 

3.2 Role of Cabinet anci 
Cabinet Budget Rt~vie 
Comrnittec~ 

Underpinning this policy is a Cab,nel approv al 
process to oversee the implementation of projeci 
initiatives. 

The Cabinet Budget Review Committee (CBRC ) is 
responsible for the review of each proposal a» p ,Ht 
of its consideration of the proJects conformity to 
government policy. and the project's priority and 
affordability. Cabinet approval will also be sour;t1 t 
at key stages of the proJ ect. 

This ,;cco1rntabilily structure and approK;I proC•"' ,, 
will apply unless otherwise decide(1 by Caf;,te i -1: 

CBRC. 

Approvals 

Table 1 summarises thfl national PPP stages and 
approvals and the Quecmsland equivalent i,t ,,1;.ie1.; 
and approvals. 

Queensland·s PPP project stanes (i .e. po:it 
preliminary evaluation) ;:1iign with the Nat1on,,i P PP
Policy and Guidelines stages except for ll'le Rf P 
and negotiation and completion phases. In 
Queensl;rnd, lheS!-) la!!er two r;tages ,,re 
compressed into a sin\Jle, binding bid sta9e. 

The 'pre-PPP project stages. namely tl1c: stri\tc,qic 
assessment of service requirement and 
preliminary evaluation stages. for·m part of thf; 
PAF. 

Additional government approvals are also 
required in certain situations such as: 

$ where there is a material change to tile p,Gf',Ct 
including an amendment io the key project 
objectives, scope of scr-vices or tfw 
conclusions or ll18Jor 8ssumptions of ,he 
liusiness case tinciud:ng tt1e economic :,nd 
financial appraisals) 

• where there is any rna!eti;,i c hange 1n th, i.-,/ 
allocation to that last ;:,pproved by the 
Government 

• where an amendrnent to the budget fund1r:,; ;,c
required, or 

• where significant •ssues relating to U,e r,ui;h 
interest arise. 



Table 1: National PPP stages and approvals and the Queensland equivalent stages and approvals 

't.{ic~ , - --

i(iomd P-PP.c s~e : - , -, Queensl~nt:l ~AAivatent stag~s ,- __ , 

! J\pprovzil of project in.restmeni and procurement 
! 
l Gttc1 in funding and projpr;t approval 
f 

Strategic assessment of service requirement 

! Project development phase Preliminary evaluation 
i 
1 Initial detem1ination of pm_ect priority and affordability; 
I ,1pprnval to proceed to tr1e busines:;; cacse development stage 

t-·----------
! EO! phase 

,\:iproval to reiease the EO) 

➔ / ~ · ... ,t.;r~Y/f:il tr_; issue the RFP to sh(1f1:.-lrs.tcc h!(iders I fo,;.,;,,.,-,,_·-ji ,.,; ,·,r·•ferrpJ {';,j,le, l ,i., ~),\~-< - ~--- ~--r~ ., ~ .!' •• ~~ --

! 

' 
; 1·,: ::··1, - • · -~ 1 --r·, --1("'1d ,-/~1r=..-~tp◄ ·or· ~•Yi~~<.;_<-.~ r ~:.; ~-;d ~J~:. lfU C, ,v .. ~): ; ?·'' .,;a.I J 1-'i ,<,...~....,. 

i 1~µpro\..-.:-:::i ta F3YVGU{f: ':..-:0ntra.ct ! . 

EHJs iness case 

T :1,1 ']Uid,mce rin the development of business 
r:<1',e::; fer the, QuGenslancJ Government projects is 
'.'aet o ut :r-, t:hn PJ\r' Hie following sections set out 
Jw specific ;vJd ition:,,i requirerrnrnts for business 
,'rn;c,•, fc.r proiecL, <;onsiden'ld as potential PPPs 
"' Ou,,r,nsl,1nd, 

lho outout specification underpins the entire PPP 
;vc:cu,emen\ nmcoss, The purpcse of an output 
,oµeci:'iecltion is tc cornpreliensively and 
,,et;uratGly sh,tl.:l the outcomes required from the 
o,ccoss. i.e, the identified serv,co requ:remenis. 

Tri➔ focus or ,.m output specification is on tile 
c:;ervict1s ,-tqu,1ed (rath(1r than the assets wanted) 
c1nd tn e service standards expected by the 

PPP business case 

Cm1'irr,iation of project priority and afforriabl:, ty , fund;ng 
apprnval, and :f PPP delivery, seek approv;ii to proceed to 
EOi stage and reiease the EOI 

EOl stage 

Approval oi shc rt-iisted propcnents and proceed to the 
b,nding bid/rec;uest for proposal (RFP) stage 

Re1ease RFP to shorWsled proponents 

Binding bid or RFP stage 

Approvai of preferc-ed propon<mt (or orsferro d bidder) s ta!Lls 
Appro,Hl re rnii l'se prnjecl a9reements w itl1in n;ireed 
pararnetsrs<:1nd p:-oceed to financial cioss 

f\ppi-ovai for the Portfolio !'vlinister to ex:ec01e the final project 
agreemenis ir. consult;;.tion with the Treasurer and the 
Premier 

Management of the project agreements 

fJOver mm mt (regardless of who will deliver the 
services)- Output specifications should be clear. 
unarnbiguous statement& ot what is needed, not 
how il is to be provided, it is generally 
acknowledged that the development of output 
specifa;atlons will require significant expertise, 

It is ,mp,;:-tant that the output specification is 
dearly c;sfined and quanlifiable, as it wili become 
!he foundation for indicators a;Jainst w hich 
performance wi!I be measured rind payment 
made_ This is necessary in order to acriiew" a 
ciear and unambiguous contract structure for l he 
payment of services and satisfaction of serv ice 
requirements, The project team and responsible 
agency should be indiffei-ent as to how a 
µarlicular service requ:rernenl is met, provided 
that the requi red service standard is achieved :n a 
timely and cost-effective manner_ It may be 
prudent however. depending on the nature of the 
project to ensure that any solution meets certain 
m inimum design and construction c rite1ie1, ra!her 
th;,n rely on payment or penalty mechanisms 
alone for a guarnntee of performance, Developing 
tho reference project can be undertaken either 
sequentiai:y or concurrently with the development 
of the output specification, 



The output specification should be drafted in such 
a manner to ensure that it captures relevant 
'value for money' drivers initially identified in the 
preliminary eva\ual.ion stage of the PAF. For 
example, it would be inappropriate to lirnit the 
provision of a service to a tirneframe too short to 
enable the private sector to generate sufficient 
income to present a value for money delivery 
option to the government. 

Table 2: Items to consider for inclusion In an output specification 

Determining the level of detail required in the 
output specification requires striking a ba!ancf, 
between allowing the private secior scope io 
generate a value for rnoney delivery option 
throu~Jh innov21\ion m1d risk albu,tion, ,int 1he 
complexity of the assE,ssr111,:,i required to 
determine the best value for rnc ney t,:ci . In 
general, as ,nore detail 1s added to thr; outnu! 
specificr.Jtion, the assessment b;:icomHs '}cJ~,i~•· hu'. 
the scope for innovation decreases, Exrnrp:es oi 
what to include are outi11cd in Table 2. 

'· ~ ?',;;(,p11f":','•, __ -t1r 
" 

.,, , ' .~ N~~,~ ,¼iq,L ,68. 

Structure ;ontent~ ,,;,.,;;~,,,* ~ ~< y x..__.~ «Jd ,\->,:', ,'-t;:-,•, 
'=' ,,I" w' hy~ S '>.< > ':( -,. ~.,,, ~N ', -. " . . " 

Project description Policy outline and conlracting requirements statement. 

·-· 
Organisation outline StrL1cture of organisation and project intcrfoces. 

Stakeholder requirements 
Schedule of stakeholder requirements, for ex;:imple, expectations ot core ser·, i,x 
providers. 

Sct1erne objectives 
Strategy outlined in the preliminary evaluaiion and piirros0 of t!,c proJet,t 
... , What is it to achieve? 

! 

' 
; 
~ 

Performance standards and Required oper2iting perfo,rnance in output terms, with details of rncri.,,ociri9 I 
monitoring requirements, 

Quality standards Minimum asse! quaiity criteria. codes ,,nd star,cicirds, 

Constraints 
Constraints essential to an ilCCHpldble solutirm , indtt(iing envircnrnental, 
stakeholder or other rn,nirrnw1 requircrnents_ i 

! 

Payment criteria 
B;:isis on whicl1 payments rnny be made (avail;:ihility, use. fle)(itid;ty . ,\n,! J performance), 

Change mechanisms Provision for change in load conditions , etc, 

4.2 Development of the 
reference project 

The reference project is the most likely and 
efficient form of public sector delivery th<1t tt1e 
government woL1ld traditionally have used to 
satisfy alt elements of the output specification. 

Developing the reference project can be 
undertaken either sequentially or concurrently 
with the development of \he outout specification. 
This ensures that the reference project meets the 
service requirements of the project and helps to 
assess the validity of the output specification. It is 
sometimes easier to define the output 
specification after !he identification of the required 
inputs for the requisite project services. This does 
Ml. however. imolv that the r:iroiecl should be 
procured on the basis of those inputs. The 
reference project then forms the basis for the 

public sector comparator. As such . it should be 
updated and refined as issues that impact on the 
output specification or the expectations of the 
project are identified. 

When developing the reference proiect and t!P 
public sector comparator, the r:iroject tec1rn shcl i!O 
limil the scope of what is included to those 
activities which form traditional delivery. Other 
commerc1al developments should only be 
included in the reference project if the agency has 
a 111andate from the government to undert<'lke 
sudi business activities. 

Note that the compilation of a :·efr,rencc r.,ro:w t 
for a social infrastructure project ((i 9 pr1so,; 
hospital) may differ in focus when cornp;m,d 'N 1,r1 

an economic infrastructure project (e,9 . \-\mtPr 

treatment plant, road). Therefore, the lHrrns of 
reference outlined below may not be c1p,Ji1ca b!,! ' u 
all proJec1s. a1mou911 rn~ 1evei ui ue,.cJ,; "'"uu,u ,.,,... 

taken as a guide irrespective of sector. 

( 
i 



n.e lvpc cf project may also indicate the most 
np,'.lrop:-iate group of advisors to dovolop !i,0 
:-efe:·er:ce project. For instance, architects may be 
t";e mcsl aopropriale aclvisoi"s to develop 
n•t:,"ence rvoJecl 'for a serviced accommodation 
tvpt, proj,, ct: but fur an economic infrastructure 
f'' ()!fX:t, Gnc:;,r:eers mw; be better placed to 
,j t➔Ve!op tl1(, reference pro;ecL 

The t,,:,,-;m deveiopi nfJ 1he re ference prnject should 
,;;c;,;; be 1;1vo,vcd in developing t.he output 
:,; 1,; ::,f1u,hrn1, to ensure linkages between the two, 
,.mci n,al t!10 Dlli)k sectur cornp,m,1tor is correctly 

'Nherc ;:,ossibk, dnd ;;,pplicablo, a geotechnical 
sur,/ey of the preferred S!te is recommend€d fr;r 
;.·ill ;,10:ects. TLis assists in ;:,;ccurately flstimating 
!!\e C(>~ts involved in ou:!ding on a particular site, 
t,.,kii19 i,ito acco,:nt ,;pec:f.c pround cunditons. 
T t:e suM o'Y also higl,!iqhts whett1er t:10 ~;ite hns 
:,iu prr;p,1ate acce:,;s to services {Le. eleciricity, 
,i:,, :,; . w;;i tor, ore.) that may impaci on costs. 

\f\hi!o the terms of :-efe1·er.ce for a reference 
L>: ojeC: wi!i cii;=ir,91" on a prnject-hy-project basis. 
typical tonTiS of rc/crcnce are shown below: 

R ,.ornp i!ation of the refernnce project concept 
.Jraw1n;1s based on th," dr,Mt project output 
:>pccifical:011s. nw concept drawing i,l1ould 
(;r-iC() rn p,:JSS: 

df:laik; of the site and positioning of 
l;u liJin(:l'.> . pl,mt and machmery 

- celail:::; of services access e.q. e!&c!ricity, 
,,;at,~r. 9c1s, !!'avel µIan 2rrangements, 
parkinq, nnd derno1-1strat1on of how the 
f!:,w around nv., site will te rnc,intain:;d 
throuqheut ihe development 

fun cl icn;:il :-eiationshins between bu ild:ng 
c\r,:,is , precess diagrams, road 
ai:gnrnen ls, etc. i'lS required 

scale '! .SOC (><ey cm~as shown to 1 :200} 

d!'a'.vings to show year-by-year 
Ci(, velopm13nt including enablers, 
demolitions, etc. and with complex 
in terfaces , further detail may be 
11r:}CfJSSdf'./ 

sch,~m8tic; ci rmvings of H,e key relationships 
,vitr: ;i macrn o f key areas at a scale of 1: 100 

• ::J•agram of the funclion ,,d rolationsrips for the 
W!llA<O' prOJ8Cl 

• groumJ and sit(, co11(J,t10:1s based on ttie site 
qeotuc!mic;.1I survey 

• estimation of costs involved in providing uti1ity 
and other necessary services to the site {i f 
app!icab!e) 

.. room data sheets are to be prepared for all 
key service areas (if applicable) 

• process, mechanical, electrical and control 
diagrams and specifications (if applicable) 

,. a cost estimate of !he net area is to be 
calculated based on the room data sheets, (if 
applicable) with on approoriate industry 
s tandard grossing factor appiied, Note that 
the net area usually includes mechanical and 
electrics! services, specialist equipm ent and 
ICT costs 

.. prep2,re a list of the required FF&E (furni ture , 
fixtures and equipment) for the project and an 
Hsl:rndtion of the costs of procurement and 
instailatton in accordance with ttie output 
specification 

,. detai:s on the me\h(}(j of construction with a 
construction progr arnme, development control 
p lan, summary of construct1on nssurnptions 
ar:d areas requirin9 spec:al atten tion, e.g. 
de,vatering. 

Given that th0 raw public sector comparator and 
the risk valuation process are developed on the 
basis of the assumptions underlying the reference 
project, it is recommended that a value 
management exercise be undertaken to confirm 
or validate the reasonableness of underlying 
assumptions/ technical 3spects, Any changes to 
the reference nrnject are to be fuily refiected in 
the raw public sector comparator cost estimates 
and the risk estirnates. 

Deve!oprrH~nt of the 
public sector co1T1paratot 

The development of tl1e public sector compa,a!or 
requires specialist skills and is therefore likely lo 
be undertaken by a financial advisor in 
conjunction with Queensland Treasu1y and trw 
responsible agency. The public sector comparator 
is a hypoihetical moce! that estimates the ttsk
adjusted, whole cf-life cost to the governm ent if 
the reference project was to be delivered via a 
t1·adit ion2I delivery method. 

The public sector comparator represents the true 
financial cost (net cf any revenues) to the 
government of meeting the output specifications 
under a traditional delivery method. As s uch, the 
public sector comparator: 

• includes a fu:i, whols-cif-life, risk-adjusted 
estimate of project cost 



• is a key management tool during tho 
procurement process, as it focuses attention on 
the output specification, risk allocation and 
development of a comprehensive estimate for 
the project 

• serves as a benchmark for bids evaluatio11 

• encourages the private sector to put forward its 
most efficient bids. 

The key attributes of the public sector comparator 
are: 

• the model is presented in net present value 
terms. The net present value is based on the 
'time value of money· concept and takes into 
account the effects of the timing difference of 
cash flows over the project life 

• by calculating the total, net amount of all cash 
flows in equivalent values 

• the net present value analysis is conducted 
using nominal cash flows discountecl at a 
nominal discount rate (the discount rates used 
must be developed in consultation with 
Queensland Treasury) 

• 1t is costed over the life of the project 

• it takes account of the risks identified in the 
forecasted cash flows. 

The pL1blic sector comparator is comprised of two 
elements: 

• raw public sector comparator (base costing), 
and 

" risk adjustments (transferable and retained 
risks). 

It should be noted that, consistent with the National 
PPP Policy and Guidelines, in addition to the 
quantitative construction of the public sector 
comparator, there may be matters of a qualitative 
nature that require identification when developing 
tl1e public sector comparator. These qualitative 
factors require consideration when determining 
whether traditional delivery or PPP delivery will 
provide the greatest value for money outcome. 

4.5 Raw public sector 
comparator 

The raw public sector comparator indicates the 
genera! order of magnitude of the non-risk adjusted 
capital and non-risk adjusted operating expenditure. 
It will be released to shortlisted bidders unless the 
state determines that there are exceptional 
circumstances where the release will materially 
compromise the state's negotiating position. 

The raw cost estimates for the public sector 
comparator are based on the reference project and 

are generally derived t)y 1echniec1I advisors in 
consultation with Queensland Treasury and ti,(; 
responsible agency. To build up the r;,w costs for 
the publ"tc sector compar,;1 tor. the terms of reference 
for this work by the tedmical advisors include. 
among other things to: 

• estimate each cost in ;;iccordance witt1 !he 
scope of the project, detailing assumptions useci 
for each cost categcry and the breakdown ol 
the costs in each cost catf,gory 

"' provide the cost estimates as ai an agreed date 

• provide details on inflation/indexation of cost.,, 
for each cost category over the project terni . .:(,r 

example, labour rates/wages usualiy ris~~ f,,1,-;ter 
than consumer price index. and construct1or, 
materials may also inflate at d ifferi:,nt rates 
Guidance should also be sought direct/y from 
Queensland Treasury f<,r inflation assumptions 
relating to long-term projects 

• reflect the true financial cost of the prn1eci to t11n 
Government rather than the cost lo the AQH:cy 
(this may be different, for instance wl1en 3 
GOC is the traditional ,folivery mect:anism i 

,. estimate the tirnin9 of construction costs over 
the construction period 

• detail the assumptions regarding: 

the payment terms of the contractor (i.e. ,,:, :e 
there any holding costs induded in the raw 
estimates) 

derivation of the discount rate 

details of foreign exchange 

insurance assumptions 

• estimc1te the replacement cost capital items 
and when they occur over the proyict iorrn 

• detail and separate out the cos!s relei t1ng to 
revenues to the government 

• ensure that the costs provided correlate W!!h \ho-' 
scope of the roferoncc project. ana that any 
changes to the reference pro;ect are rnfle~ted ,n 
amended cost estimates. 

4.6 Goods and services i-ax 

CurrenUy. goods and services tc1>'. (GST) is paid on 
most goods and services at a rate of 10 pr,r c0nt . 
Agencies are entitled to a GST rotu nd from the 
Australian Taxation Office {ATO) for any GST paid 
The ATO advises that it aim'., to refund GST w1thir1 
14 days of the lodgement of the business actt'1,ly 
statement. As such, the cost of the timing lag 
between the remittance of GST and \he ATO f'efu:1n 
n f ~<:;T i<t nnt r:nnsidernd m'3.lflri.:il. Jnd therefore. 
tt1e publJc sector comparator is usu;,,lly calculated 
net of GST. 



Hm~'ever. the GST r.:ss a minor working capital cost 
r,)suitinq from the liming iflg betv,een the payment 
2nd C,Jlic ction of GST. ror budgeting purposes. tht:: 
GST oosit,on of the agency should be check0d, DS 
:t m;c,y be dirferent to ihat described above. 

R. i~k and unc srt8inty me inherent in ail projects, no 
n1all8r tile size. For project managerr:ent, the rnost 
serious c(ms<i:~uences of risk can be broadly 
r,h:cJracterised as: 

~ fa iiure to l<.eep within the cost est mate 

~ fa ilure to 1Y,eet tne completion date 

,. i;,1fure to c;chibV,➔ the raqu•reci 'iuaLty and 
,);,,,, ;,ticna: requirement~;. 

F ro; fi:i cb ~;ornetirnes ignore risk or deal with it an 
nrbit ;-:, ry way, for ex;,;-;rnp!e by s11nply adding 10 per 
,:c; rt i,ontinqency" cnto the estimated cost of a 
:gc):est. This ccntmqency is almost certain to be 
1:11.,deq u,.rte and wdl ,,➔suit in cost overruns and 
dc:w1. ir. :s t!1e1cforc c:;sential that risk is identified 
.orn ,:J valu(~d. wr,e;·EJ poss:b!c,, in order to gain a full 
,-;pprec1ation nt tns :,koly cost to the government of 
p L;rs l lillJ the (HOJect. 

T,v; ;;Jentificatnn und costing or risks is particularly 
' !T:,)Drt;:;,,t, as risk diiocation and its finar;cia! 
co:lscquences w:li play a key role in c1ssessing 
value f;,r rnon,,y 0,nd contract negoti8tion. 

in pr21ct1ce, :t is likely that some combination of the 
1ndivid uai risks ide0lified (wheFH?r quantified or riot) 
w iii be nncount,)rcci. It is imporiant to make some 
:is:,.-~stT icnt of ttrn implications of the combined 
:nmc1ct ,1f the ;d entified risl<.s. It must also be 
:ev.iqrnsecJ tha, not all 1dentif1ed risks wdl be 
qL,;:int: fi :.)b!e and that :t :s important lo ensure that 
,:;,_:cil risks aro nl$O captured in the analysis (not 
t,;·1:y t u: business case de,;eloprnent, but aiso during 
bid (~~; a lu at.ion), 

Th,l a nalysis of t11c combined range of identified 
;;,,d q,FJnt1flocJ risks provides a greater 
ur: dsrz:.:.,;nding ot the risk spectrum er "vo!ali!ity" tr,at 
"·' irih,:•cnt in lh,1 project. Volati!ity can be 
cons:dcred in term;, of a probability (or confidence 
1,,vi,li I that i~; usually expr2%ed as the P-90 - the 
can~Jf: of outcornos riounded by the fifth and ninety
!i ft!-1 peH:entiie probatJ:iity t"iutcornt~s, 

t o, tt,e government, the cost V:Jii:lti'lty under a 
tcadih mal cieii•✓8i'Y mone! Hill lik.-,iy to be higher than 
i h,:1t und,cr ,,, PPP structwe. given the governmerit 
re w i:1s J!I r;sks under the traditionai de1ivery rnod81 
w he;,eas ,i ndssr a f-'"'P option, sorne risks will be 
i i ,,n "; fori-eci to tlw private sector. ThereiDre, the 
pote! ,11lai rang,, o f ccst outcomes for the public 
S fKt·'.) f' ;:;ornp""·a tor w ill be wider than that for the 
FPF s tructure, 

It is impor tant to recognise that probabilities and 
uncertainties 111 cost estimate vory from stcige to 
staqe and therefore so do the measures of likely 
cost outcome and volati!ity. The quantification cf 
risks at the identification and appraisal stages of a 
projc,ct should be detailed enough to 9ive a 
reasonable upper limit for the project. Then. as r :sks 
and uncertainties are removed or rEKiucGd, the risks 
should reduce. 

Reality check of the 
risk-adjusted public 
Se r-,./,.or ""ro· mpar.,-.,+or 
¾ ,,.. ... vt ~ \,.t' d t ·t 

The type of real ity check or review conducted 
depends largely on the complex:ty of the project 
The extent of the review precess can range from a 
comprehensive audit of the calculaiicns in the 
mode, lo independent advice on the raw cost 
estimates. As it i3 usual for the scope of the proJect 
\o change during the development of the publ ic 
sector comparator, the reaiity check is important in 
ensuring that the estimated costs are consistent 
with the so)pe. 1\s stated earlier, regularly checking 
the reference projecl and ensuring ongoing 
communication between the government project 
te8rn , iechnic;;il advisors and financial advi;;ors 
regarding changes to the scope of project services 
will help tc ensure that the assumptions underlying 
the pub:ic soctor comparator are robust. 

.A. review of risk adjustments could be performed by 
comparing the percentage likelihood of tl1e risk 
occurring and the associated cost irn pact to 
omp:rica! evidence from previous projects. See 
Appendix A for public sector comparator frequrn, tly 
asked questions. 

4.9 
scenario analysis 

Sensitivity analysis is a repetitive calculation 
technique used to consider the impacts on the 
whole projoct of potential changes to key variables 
in the public sector comparntcr. The technique is 
very uscfu! as the effect of a small change in one 
variable can produce a marked difference in the 
public .sector comparator. Sensitivity analysis can 
also b,) extended to look at the individual variables 
that comprise the project, for example: 

" c,:!pita! costs 

• operating and maintenance costs 

• refurbishment costs 

• discount rate 

• inflation rate. 



Sensitivity analysis is pa rticulal'ly useful in 
determining the variables that have a significant 
impact on the public sector comparator and can 
support considerations in relation to project 
affordability. 

A limitation of sensitivity analysis is that each 
variable is considered independently, without 
quantifying their combined impact or the extent to 
which ranges are achievable. To de81 with this, 
scenario analysis techniques can be used to 
examine the potential impacts on the whole project 
of changes to different ranges and combinations of 
key variables in the public sector comparator. 
Undertaking scenario analysis can produce a range 
of values which may give focus to key areas and 
variables which could critically impact project 
outcomes. 

4.1 O Value for money 
assessment of project 
delivery options 

One of the key objectives of using a PPP delivery 
model is to obtain a value for money outcome for 
the government. 

The assessment of value for money may 
be three-dimensional: 

.. The economic assessment is concerned with 
the worth of the project to the government. the 
community and the users of the services. This 
assessment is based on cost-benefit analysis 
techniques that focus on the broader economic. 
social and environmental impacts of the proJect 
(triple bottom line). An economic assessment 
should include the cost and benefit differentials 
arising from different project delivery options 
yielding different timing outcomes. The cost
benefit analysis supplementary guidance to the 
PAF provides further detail on undertaking cost
benefit analysis. 

• The financial assessment is primarily 
concerned with the likely cost of the project to 
the government (or end user::,). The assessment 
is usually based on 21 discounted cash flow 
analysis that spans across the whole life of the 
project and incorporates r isk valuation. Using 
discounted cash flow techniques, the various 
project delivery options can be compared by 
measuring the net present value of the project 
under each option. 

• The quality assessment is based on defining 
the service requirements in terms of the outputs 
sought by the government. As part of business 
case development, the output specification must 
h.-.. rl.~ .. _,r.-. lr,.~c, __ ...,i +-,...,_ ~11ff;ri□ !"!-!-- rlot:.-1il fnr 
- ... - - • - • -. I" " •• • • •' 

incorporation into the documentation at the 
binding bid stage. The reference project and 

associated public sector cornparntor filso 
developed for the business case rnust be based 
on the output specification. and tt1erefore 1nus1 
be capable of delivering the services ,~I I.he 
requisite levol of quality. Ulfirnatt:;ly. th," fined 
quality assessment is undertaken as p;1rt cf the 
evaluation process during lhe bindin~J bici s twi,~ 
when the bids mceived are asse$secl for qua:1!.y 
against each other and the public sector 
comparator·. 

The economic assessment and financial 
assessment form the core part of anc1!ysis 
undertaken at t11e preliminary Eivaluation crnd PF'P 
business case development stages. Tl,e qual itat,\'f' 
assessment is an ongoing requirement of a!I viatle 
project delivery options. Further det8ils about ih2 
qualitative assessment process appear in th,', 
following section. 

4.11 Value for money -
qualitative assessrn,·..:f ,. 

The purpose of the qualitative <1ssessrre11t is to 
subjectively test whether the obJediv,~s service 
requirement and proposed structure of the p1r,j,0 rt 
are likely to provide the private sector with suffic 1,~n1 
scope to access the value drivers ur.dcr PPP 
delivery. 

As a guide, qualitative assessment should ack lre ss 
the following issues: 

• Risk allocation : 

Have risks been d!lccaieci to thc; pr, rly h('~/ 
able to manage and contro l Urn nsks'? 

Is there a genuine transfer of risk tc th ,,, 
privi:ile sector? 

Does the market have sufficient 
managernent quality to control the 
transferred risks? 

Does t he market have the appetite to t~)kf, 
the risks being transferred? 

Is there sufficient credit quality in the 
market? 

Can the contract be develooed to eniorcc
the risk allocation? 

Can the risk allocation bH relied uno n 
even under extreme circun,str1nce s. S!.l' .. i> 
as private sector default? 

Have design. nl,rnning. completion ancl 
operational risks been a lloca tod to the
private sector? 

To what extent is resiclual valu8 r::,k 
transferred to the private sec to(? 

Is payment at risk to service 
performance? 

--



:,;; the fHivate sector free to determine th€ 
eper atinQ and maintanance requirements to 
meet the output specification? 

Is the priv;,iie soctcr r.iso(msible for all 
rdurb,s!,ment requirements? 

Is 1.hr, private seGtor :·esncnsible for 
perforrncrnce of u·ic asset throughout the 
contract period? 

., lrmovotic,n : 

Is the ,mv8te sector free to determine how 
to delivE:!r the services? 

is the rnannElr cf lt,o 110si~J(l and 
cr>nstructic n of the asset 3 dr:.;c.isiz)n under
t!F ' c,;;ntrol of tho privc1te s<:,cror? 

Is there scooo for innovation either in asset 
design or service di➔i1very? 

Is the scope of service delivery sufficient to 
provide incentive➔ for innovative design 
solutions? 

Is the orivate sector rnsponsible for ail or 
only pact of the scrv:cos requ;red to be 
delivered frorn H,e ,:issct? 

To '-ilil,ai extent is tl,e public sector 
,espon:oibie fot· serv:Ge delivery utilising thH 
asset? 

◊ !rnnrnved asset uti!is~1tion: 

Is the 1:ir/vc1te sector service provider able to 
qener~,te ,1dcU:onal li1ird-party income from 
t(1e r-, ssr;t? 

Cnn tne pri·;ate sec:or provide additional 
;;ervices lo third na•·t:esr> 

Is third o:;;irty ,r,venuo generation likely to 
reduce the overall cost of the service to the 
qoVf.!rnrnen t? 

"' E cor10m1(eS of scale: 

Is tile n1,.irket for trw .srnv:ce large enough !o 
accwo,, sign,fica nt economies of scale. 
flither in cunstructiun or operations? 

~-h!:; bu::dnes~~ c1~::;.e Ghcuid incorporate a br·oad 
di!:u:c;sion or the q uaiitdfr!e assessment of the 
r"ojr;c t·s v"!iuo lor rr:one·y. •nith reference to each of 
rr«.· -:,,luc d•iv,;rs. As a rn;nimurn, all of the issues 
,d ent/ ied ,,bov2 should be addressed as part ot tl1is 
as.~:;/}S~n1ont, 

A u:,cE;ful tool !or surn11:8ris,ng the qualitative 
asse:ss n,r:int :s \G adopt a scoring mechanism 
;:;q:1! i1si ,~ach o f the vnlui,l d(ves. F_.or example: 

represenU, no scope for •1a!uH ;;1enern1ion 

rnprnssnb sornc scupo for va!ue generation 

represnnb re;:isnnable scope for value 
g<',nH:·atcn 

, • / represents excellent scope for value 
generation. 

4.12 Cornpi!ation of the 
P l • 

ous1ness case 

This section prnvides ihe government project tearn 
and responsible agency with guidance on the 
deliverables to be included as part of the 
submission to CBRC and Cabinet. It st1ould be 
noted that the guidance provided ,n this section is 
indicative only and the final format for submission 
should be considered on a project-by-project basis 
A suggested contents list for a pubiic private 
nartnershiD business case is as follows: 

Executive summary 

2. ProJect background 

Profile 

Project need 

Pro1ect priority 

3. Project Options 

4. Output specifications 

Outcomes 

Outputs 

Corrnnercial structl,re a nd payment 
mecl,anism 

5 . Reference project development 

(3_ Do!ivery options - Traditional and PPP 

Services 

Infrastructure assets 

Related non-core services 

f. Public sector comparator 

Raw public sector comparator 

Risk analysis 

8. Risk analysis and allocation 

9. Value for money assessment 

Qualitative assessment 

Financial assRssrnent 

Economic assessment 

10. Affordability 

11 . legal/legislative/regulatory considerations 

For project de!ivery 

Overall government context 

e.g. Environmental, cultural heritage. native 
Ule 



12. Market sounding 

13. Stakeholder engagement public interest 
assessment 

14. Project delivery and benefits realisation 

- Project management requirements 

Resources/organisation for blndmg bid 
process 

Timetable 

-- Post-contract award management 

15. Conclusion and recommendations 

- Appendices 

Detailed output specifications {draft only} 

- Detailed risk matrix 

- Public sector comparator model and 
assumptions 

- Supporting documents {e.g. specialist 
studies/assessment) 

4.13 Consideration by Cabinet 

At the end of the PPP business case development 
stage, a submission will be presented to CBRC 
andior Cabinet seeking: 

• confirmation of proiect priority and affordability 

• approval to proceed with the recommended 
project delivery option 

• where a PPP delivery oplion is recommended. 
approval to proceed to the EOI stage (stage 4). 

e where a traditional delivery option is 
recommended. funding approval for project 
delivery. 

The key deliverables to CBRC and Cabinet are as 
follows: 

e CBRC and/or Cabinet submission 

This should be a document prepared by the 
government project team that effectively acts as 
an executive summary of the business case 
(stage 3). It should provide an overview of the 
business case and should summarise and 
highlight tho specific issues tor consideration a t 
\he CBRC and Cabinet levels. Guidance on the 
specific requirements of the final Cabinet 
Submission is contained in the Queensland 
Government Cabinet Handbook. 

• PPP business case 

In prepming the business case, the government 
project team should refer to the suggested table 
-l ---•--1.- ..... . , t 1: .,...,... ,.1 ....,...,. +h ,.., .-,,rr.\,i"tlc- n1na 
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5~ Queenslanc! ,., 
specific 
requiren1ents 

Each of the following sub-sections outlines Hie 
Queensland-specific requirements !or PPP prnjec!s, 
with reference to the National PPP Policy and 
Guidelines document and relevant section. U11lusi, a 
departure is listed for a pcirticular section , the 
National PPP Policy and Guido/Ines shoul(! be 
followed, 

l\lationai PPP Po!icv 0nd .., 

(3uidelines Overview 

SECTION 3.2 
Unsolicited proposals and 
exclusive mandates 
The Queensland Governments preference ls in 
maximise the use of competition to gain ·_1,)iue for 
money. 

Exclusive mandates are only considered m 
exceptional circumstances and are not s tandard 
governmenl policy. The key issue ror the 
government in agreeing to any exclusive mandate 1s 
that the party requesting the exclusive man date 
demonstrates such a signific;rnt cornmercicil 
advantage over other proponents that c.allinn for 
expressions of interest could not roasonab!y be 
expected to generate c1 better value for money 
outcome for t8xpc1yers and the state , Refer to 
www.sl8t0deveio0mer:t.old .9.QV. <Jtr. 

Volun-1e 1: Procurement 
C'pt;o .. 1s Anq1YT' iC; .J ! ! u ! ,'.'!i v 

SECTION 3.1.1 
PPP suitability 
Projects with total capital costs equal t.o or abv10 
$100 million should trigger evaluation of PF'F 1:1~ n 
potential procurement method. 

SECTION 3.6 
Managing contractor 
Th,:i nP.neric rrrnnauina qintrnctor contrc'lct rdor1·cd 
to in the National PPP Policy and Guideilnes differs 


