Straveiis, Heien

From: Gill, Tony '

Sent: Monday, 27 June 2011 1:21 PM

To: Dias, Carl; Peters, Paul ’ : §
Subject: FW: infrastructure priority list - assessment/CBA analysis material for public release ye

[SEC=UNCLASSIFIED] o
Letter from Michae! Deegan to the Hon K Gallagher MLA 17 June 201 1.paf; l\/lajuri/ /

Attachments:
Parkway_Appraisal2011.pdf; Majura Parkway_Brief2011.pdf

Fyi- | have replied
TG

From: Guthrie, Marsha :

Sent: Monday, 27 June 2011 12:13 PM
To: Gill, Tony

Ce: Kennedy, Floyd; Dechert, Lauren

 Subject: FW: infrastructure priority list - assessment/CBA analysis material for public release [SEC=UNCLASSIFIED]

Tony

IA wrote to the Chief Minister last week advising of their intention to release appraisal information on the Majura Parkway
in line with 1A Report release in early July (not sure of the exact date). _

| am not sure where the official copy of the letter is (maybe CMCD or the Chief's Office has already forwarded to you); o
however, |A is providing us with an’ opportunity to comment on these documents (for any thing that is incorrect or should

be published).

We have previously review the brief, however the Economic Appraisal is new.

"'Gould"you-rguys~please~re\/;ie\'v~th-is~infermati@nnand-pr@v_ide-some.adv.ice_backio_ be ASAP, sorry.for the.short timeframe,j_

only found out about this letter this morning.
Thanks

Marsha

From: Roe Paul fmailto:Paul.Roe@infrastructure.qov.au]
Sent: Monday, 27 June 2011 11:45 AM

To: Guthrie, Marsha

Cc: White Victoria; White Donna

Subject: infrastructure priority list - assessment/CBA analysis

material for public release [SEC=UNCLASSIFIED]

" Hi Marsha

As discussed, attached is an electronic version of the letter sent to the Chief Minister on 17 June enclosing assessment
briefs and appraisal analysis for the Majura Parkway (also attached) that will be publicly released at the same time as
IA’s report to COAG. Please let me know if you have any questions about this material.

Many thanks

Paul Roe i
Infrastructure Australia



Telephone: (+612) 8114 1914

Mobile: (+61) 434 564 104 '

Fax: (+612) 8114 1932

Email: paul.roe@infrastructure.gov.au

Disclaimer

This message has been issued by the Department of Infrastructure and Transport.

The information transmitted is for the use of the intended recipient only and may contain confidential and/or legally
Any review, re- _ o . , _
transmission, disclosure, dissemination or other use of, or taking of any action in reliance upon, this information by
or entities other than the intended recipient is prohibited and may result in severe penalties.

If you have received this e-mail in error, please notify the Department on (02) 6274-7111

and delete all copies of this transmission together with any attachments. ,
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17 June 2011

The Hon K Gallagher MLA
Chief Minister

London Circuit o
CANBERRA ACT 2601

Dear Minister _ ‘ _ .

| am writing fo you in regard to Infrastructure Australia's yi’ole in assessing nationally
significant infrastructure proposals and its focus on ensuring appropriate '
transparency. ' : ' ~ ‘

As you may be aware, in the 2011-12 Budget the Australian Government

announced that in order 1o provide graater transparency and confidence
“information about Infrastructure Australia’s asséssments of projects will be

. publishéd, including cost-benefit analyses™.

Accordingly, | will be publicly releasing the Office of the Infrastructure Co-ordinator’s
assessment briefs and working appraisal of cost benefit analyses relevant fo '
projects from your jurisdiction where the project has been classified as ‘threshold’ or
‘ready to proceed’. ' : . : :

My office has recently circulated draft assessment briets to JUnsdictions at officer -
level and has received and incorporated feedback where appropriate. The working
appraisal documents have not been previously circul_ated. ‘

For your information, | enclose the assessment briefs and appraisal documentation

. that will be published relevant o your State. [ fag

Further, it is proposed to release submissions made {o Infrastructure Australia in
2010/11, apart from material that has been identified as commercial-in-confidence.

It is expected that this material and submissions will be published in late June 2071
to coincide with the release of Infrastructure Australia's report to the Council of
Australian Governments. It would be appreciated if you could maintain
confidentiality of the documenitation until it is publicly released. .

If you have 'any‘ concerns regarding this matter, please contact me on (02) 8114
1900. : )
Yours sincerely

i/ /
'//l i

/

Michael Deegan’ | .
- Nationa! Infrastructuré Co-ordinator

Bovre - e, oAb nin gha
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2010-2011 Initiative Assessment Brief

Ready to Proceed

Reédy to Proceed '

il Federal Highway Link to Monaro Highway -
Majura Parkway (10-035-01)

Australian Capital Territory, East Canberra

ACT Government

The project involves the upgrédé of the existing road link between the Federal Highway and the
Monaro Highway and consists of construction of an 11.5 km limited-acces$ four-lahe road and grade
separated interchanges with the Federal Highway, Fairbairn Avenue and Monaro Highway.

$288M (previously estimated at $250M in the '
ACT’s 2009-10 S_meiS'SiDn)' ‘

.

$144M (50% funding by ACT Government).

Not stated (2013 and 2014 construction years
in economic analysis)

e National Significance: The project is the main freight route linkfng the regions horth and south

of the Australian Capital Territory. It would form part of the Territory’s arterial road network,
improving north-south transit, particularly to the Airport and eastwards towards Queanbeyan.

e  Alignment with Infrastructure Australia’s strategic priorities: The initiative would make a
contribution to the ‘Increasing Australia’s Productivity’ and-‘Developing Our Cities/Regions’
priorities. The potential to sustain these priority objectives into the medium and longer term
‘may. be compromised if the freight benefits of the project are impact_ed'by growth in passenger
car volumes. -

o Application of Infrastructure Australia’s Reform and InvéStment Fra)nework: The initiative has a
long history of being considered in strategic planning for the ACT. Both the Territory Plan and
the General Policy Plan of the National Capital Plan refer to the future construction of the road.

o Conclusion: Majura Parkway is a nationally significant project that aligns with a number of

Infrastructure Australia’s strategic priorities. The project is a priority in ACT planning
documents and a funding priority, which is supported by willingness of ACT to offer 50%

funding.




APPRAISAL - |

° Depth of supporting information: The economic analysis rep;'ort is thorough and benefit
calculations and parameter values are outlined. i

o Demand: Demand estimates have been derived from Quadstone Paramics model. The
projections.seem reasonable and the associated details have been provided.

o Capital costs/operating costs: The final design continues to be refined and capital costs could
" therefore change, although significant changes are not expected. Capital costs have been
provided on a P90 basis. The ACT has advised that it has engaged a consultant to update the cost
estimates based on a more detailed risk based approach. The results of this more detailed

analysis will be available late 2011.

e Quality of'e'conomic assessment methodology: The economic assessment methodology is robust
and consistent with the NSW Roads and Traffic Authority’s and Infrastructure Australia’s
guidelines. _ ’

o Conclusion: The proponentstates the benefit-cost ratio is 3.32. The economic appraisal appears
sound and conforms to Infrastructure Australia’s requirements and demonstrates the strong
economic benefits of the project. ‘ ,

" DELIVERABILITY

o Risk: Further information needs to be provided to conifirm that adequate risk assessment has
been undertaken and that the provision for risk in the cost estimate is appropriate. ACT advised
in March 2011 that an independent review of the estimate is being conducted.

‘ i

s Need for public/Commonwealth funding: The ACT Governmient engaged Ernst & Young to
conduct a procurement options analysis that concluded a pfivate public partnership:-(PPP) option
was not appropriate. ’ .

The justification for Australian Government funding is that his proposal links National Highways
—a Commonwealth responsibility. The ACT submission states that it has funded complementary
work, _although the value of these works has hot been included. :

Capital costs are being revised, which may increase the level of funding required. However, the
proponent is proposing to take on upside capital cost risk. .

o Delivery strategy: A delivery strategy has not yet been de’vcerr_n'ined. Ernst & Young has

recommended a two-package contracting strategy using design and construct or construct only

_contracts for both packages. '

e Governance: Governance arrangements fof delivery have yet to be propos.éd. The proponent
maintains that this will be influenced heavily by the pr_efe.rred procurement strategy.

o Conclusion: A more detailed development of risk management, options for cost recovery,
delivery strategy and governance should be made available.




it is recommended that the initiative remains in the Infrastructure priority listas a ‘Ready to
Proceed’ project. The initiative makes a clear and positive contribution to Australia’s policy
priorities. It demonstrates long term national benefits (economic benefit-cost ratio significantly

above 1:1)and a robust delivery mechanism. Conditions onjInfrastructure Australia’s support
. i _ '

for the project include: ~

ctivity vehicle Ltahdards and the ACT Government .

o The road be configured to high produ
th the Commonwealth for .

be required to enter an intergovernmental agreement wi
High Productivity Vehicle Access (HPVA);

o The road be tolled, with a view to ensuring that a reasonable proportion of capital
costs, and all of the road’s operational and maintenance costs, are recovered through

tolls;

o The ACT government continue to undertake project development work to provide
further confidence that the project will be completed within scope, and on time and

‘budget; and _
o The ACT Government agreeing to undertake an agreed post-completion evaluation of ..
the project: ’ ‘ ‘
=  Upon compl‘etion_: (e.g. to test whether the project was completed within scope,
on time and on budget); and ' ‘

= At agreed future intervals, to assess whether traffic projections underpinning
the project’s development were robust, and whether other project benefits

have beenrealised:




Majura Parkway — Local Context

Source: ACT Government submission to Infrastructure Australia



Proposed Majura Parkway Alignment

Source: ACT Government submission to Infrastructure Australia



@ .

Stravens, Helen : B , o

From: ' " Guthrie, Marsha

Sent: - , Tuesday, 28 June 2011 1:01 PM

To: - Roe Paul

Cc: Kennedy, Floyd; Gill, Tony o .

Subject: RE: infrastructure priority list - assessment/CBA analysis material for public release
[SEC=UNCLASSIFIED]

Paul

We have been through the additional information provided by 1A, and generally agree with the approach and the

information included in the analysis/assessment document.

mmendation that the road should be tolled, in line with the
conclusions provided by Ernst and Young in its independent assessment of this issue.” We are concerned that by tolling
‘the road, users would choose to alternative in NSW and Canberra City routes, which is counter productive to congestion
reduction on othier major inner city routes, with the delivery of the Parkway. The Majura Parkway would also be the first
toll road outside of the Sydney metropolitan area in-NSW, also leading to significant patronage risks.

As previously discussed we do not agree with. the reco

In relation to your initiative asseésment brief, the AC?T’S pr'efere‘nce is that the conditional suppdrt related fo tolling be

removed. , |

_ ‘ i ' '
We also seek your agreement to amend the statem)bnt on Page 1 of the Appraisal document around the cost of upgrading
the existing road, compared to the Parkway option.. ’ : :

The appraisal — Overall Summary — reads ‘The option of upgrading the existing road is not considered and could
represent a more reasonable base case. Although the submission notes that upgrading of the existing road and
associated linkages would have a similar capital cost to the project case. Additional information provided by the ACT
Government in the feedback session provides further explanation for using a do nothing base case.- ACT state that
upgrading the existing road was not considered because it believed that the associated costs and negative impact would

be larger than the proposed project case’.

[t would be helpful if this paragrapn could’ tieiam‘e'n'd‘ed*to"ref!e'c’rthe—faot—tha%our—s-ubmissien~(Deeember—20-10-)-did_-say.,_in_; N
reference to upgrading Majura Road (page 22, Stage 5 - Investment Options) — ‘The Majura Road is a single lane rural

road. ‘A safety audit recently completed identified significant deficiencies of the road. Upgrade of the road to a standard -
capable of accommodating heavy vehicles would require costs comparable with the costs associated with the Parkway

construction as a result of extensive pavement improvements and linkages required to support the outcome’.

Upon request for additional information (feedback session teleconference, 11 February 2011) on the base case detalils,

we also provided the following —

“The existing Majura Road...is currently experiencing heavy congestion and safety risks...and does not have the capacity
to cater for future growth... The existing Majura Road meets the case of existing, or minimum, level of service...previous
studies found that the cost of associated impacts of upgrading the existing Majura Road alignment meant that it was more
feasible to construct the Majura Parkway along a new alignment. Based on these studies, it was felt that there were no
feasible “do minimum” option other than leaving Majura Road as it currently is... Any additional work aimed at meeting
near term capacity demands would require road geometry and capacity improvements (additional lanes)...the existing
alignment does not make provisions for a future high speed rail as s the case with the proposed Majura Parkway
alignment...In terms of construction, any upgrade to the Majura Road would requiré at least six signalised intersections
-along-its-alignment:that would limit the seamless. 1ow.of north.south traffic resulting.in increased travel times and
congestion as a result. The costs associated with these works may address short term traffic needs but would inevitably
require a major upgrade o the alignment in the medium term thus limiting the benefit that could be derived from such an

exercise’.
Suggeéted re-wording for Economic Appraisal, pagia 1, first paragraph of ‘Overall Summary"

Explanation around the option of uparading the existing road was considered in the submission, noting that upgrading the
hicles would require costs comparable to the parkway case,

road to a standard capable of accommodating heavy ve .
without delivering the same result or benefits. However, after a request for additional information about the do nothing

base case, the ACT Government outlined that the cost of associated impacts of upgrading the existing road meant that it
was more feasible fo construct the Majura Parkwav‘ along a new alignment, thus it was felt that there were no feasible 'do

1




minimum’ options rather than leaving the road as it currently is and that in the medium term, a maijor upgrade fo the
alianment would be required, therefore limiting the benefits that could be derived from such an exercise. '

The upgrade the existing alignment would also require additional signalisation, limiting the seamless flow of north/soth
traffic,.not provide the connections required from the Federal Highway {0 the Monaro Highway. These together with the
High Speed Rail alignment provisions, proximity to the Canberra Airpori and the Obstacle Limitations and surface
requirements for runways and.flight paths are the primary reasons why this option has never been developed in detail.

Happy to discuss

‘Marsha

¢ B AT N ARt LAl T U

From: Roe Paul [maith:PauLRoe@infrastructure.gov.au]
Sent: Monday, 27 June 2011 11:45 AM
To: Guthrie, Marsha '

- CexWhite Victoria; White Donna S _
Subject: infrastructure priofity list - assessment/CBA analysis material for public release [SEC=UNCLASSIFIED]

+

Hi Marsha , ‘i
As discussed, attached is an electronic version of thse’letter sent to the Chief Minister on 17 June enclosing assessment
briefs and appraisal analysis for the Majura Parkway (also attached) that will be publicly released at the same time as

IA’s report to COAG. Please let me know if you have any questions about this material.

Many thanks

Paul Roe _
Infrastructure Australia
_Telephone: (+612).8114.1914

Mobile: (+61) 434 564 104
Fax: (+612) 8114 1932
Email: paul.roe@infrastructure.gov.au -

Disclaimer

This message has been issued by the Department of Infrastructure and Transport.

The information transmitted is for the use of the intended recipient only and may contain confidential and/or legally

Any review, re-
transmission, disclosure, diss :
or entities other than the intended recipient is prohibited and may result in severe penalties.

If you have received this e-mail in error, ,please_.%notify_thcDap.aﬂmcnt_og_ (02).6274-7111. _ .
and delete all copies of this transmission togethér with any attachments. o

emination or otherluse of, or taking of any action in reliance upon, this information by :



Stravens, Helen ‘ R . .

Tl

From: ' Guthrie, Marsha '

Sent: . Monday, 4 July 2011 10:31 AM ;

To: Peters, Paul; Gill, Tony ' :

Subject: FW: Infrastructure Australia Report to COAG [SEC=UNCLASSIFIED] -
IA release of assessment speaking points.doc; A release of assessment brief (1).dot; Majura

Atfachments:
» Parkway Procurement Options Analysis - EY.pdf

Here i3 the brieﬁng we did last week on the Majura Parkway Assessments (which we got to see pribr tb the release df_the

report).

| have also attached the EY Report that was done, iwhich recomimended that the road not be tolled.

Will review the report now for further briefing (pieas@e let me know if there ié anything from your end).

' Thanks

From: Guthrie, Marsha

Sent: Monday, 4 July. 2011 10:26 AM '
To: Purtill, Garrett; Smithies, Megan; Peters, Paul; Gill, Tony
Cc: Thompson, Kirsten

Subject: FW: Infrastructure Australia Report to COAG [SEC=UNCLASSIFIED]

FY1 - see fink to |1A Report below.
" Within the main report Pages 72, 78, 81, 97 and 102 providé reférences to the Majura Parkway (and yes, the
recommendation that the road be tolled rermains). '
:Only Page 76 has a reference to the Northbourne Transit way

Please also note that projécf assessments are attached (for Majura Parkway only - as par.our preVious brief),

Our actual submissions to IA have also been 'rel.eased for both projects (along with every otherjurisdictions)..

Marsha

e o B

From: Roe Paul rma‘ilto:Paul.Roe@infrastructure.qgv.aul
Sent: Monday, 4 July 2011 10:17 AM

Cc: White Victoria : \
“Subject: Infrastructure Australia Report to COAG [ SEC=UNCLASSIFIED]

I

Good nﬁorning

As discussed, the June 2011 report was publicly released at 10am this morning as well as relevant assessment
- information. The information is available through the what's new box on the 1A website at
www.infrastructureaustralia.gov.au : .

" Thanks for assistance and cooperation. Please let me know if you have any questions.

Many thanks

Paul Roe
Infrastructure Australia



- Telephone:! (+612) 8114 1914
iViobile: (+61) 434 564 104
Fax: (+612) 8114 1932 ‘
Email: paul.roe@infrastructure.gov.au

Disclaimer , _ i

This message has been issued by the Department of Infrastructure and Transport.

The information transmiited is for the use of the intended recipient only and may contain confidential and/or legally
~ Any review, re- ' S ' - g ' '
transmission, disclosure, dissemination or other use of, or taking of any action in reliance upon, this information by
or entities other than the intended recipient is prohibited and may result in severe penalties. ’ -
If you have received this e-mail in error, please notify the Department on (02) 6274-7111

and delete all copies of this transmission together with any -attachments. -




Attachment B

SPEAKING POINTS

Infrastructure Au#raﬂﬁa (IA) — Release of assessment of the Majura Parkway
project | - o
~ o |Ahas released assessn"ient information of the Government’s submission
in support of the Majura Parkway. '

o ThelA assessments are positivé and conclude that the information
provided by the ACT is sound. 1A has recommended that the Majura
Parkway remains in the National Infrastructure Priority List (as a ‘Ready to

Proceed’ project, noting that it: _ '
_  makes a clear and positive contribution to Australia’s policy priorities;
and a

— demonstrates long term national benefits and a robust delivery
mechanism. ,
o IA has further concluded that its support is conditional on the Parkway
being tolled. ' - '
e The ACT Government does not support tolling theroad, which would be
counterproductive and undermine the project’s objectives.

_  The issue of tolling was considered and assessed by the Government

as a matter of course during the project development phase. Ernst &
Young-(EY) \u'fu'e‘re—,eommlissiovned:co;p|:ov.i.d.e*i.nde.p.e.n.de.n’c,exp.e.r_t_ady.i;:.e._,__

PO

e Ernst and Young essentially concluded that tbll-ing this road was neither an
appropriation financing approach, nora relevant demand management
tool. S R | | |
s IA’s Suggestion appears to be based on the principle of road pricing
promulgated in the Henry Tax Review. ; |
—- Any consideration of future road user charging within the ACT should
be in the context of broader refoynis, which are yet to be settled,
rather than in consideration of individual projects.



\

i
|
i
I

SUBIJECT: infrastructure Australia (ﬁA) Release of its Report to COAG on
’ Nationally Significant Infrastructure :

- To: Treasurer
Critical Date for consideration: URGENT For information |
Purpose: To advise you of the impending re!ease of 1A’s Report to COAG

mciudmg its assessment of the Majura parkway proposal.

Key Points:

"o The National lnfrastructure Co-ordinator, Mr'l\/lichael Deegan, wrote to you on
17 June 2011, advising you of Infrastructure Australia’s (IA) intention to release its
Report to COAG. In consultation with 1A, it is understood that this release will

occur later in the week of 27 June 2011.
—  This includes the release of IA’s assessment briefs and appraisals for the
Majura parkway Project. :

- Mr Deegan’s Ietter and IA’s assessments are' at Attachment A.

o The ACT Government’s 2010 11 Submiission to IA included two projects the
Majura- parkway.and the Transnort for Canberra Transit Way Program. The latter

was included as an ‘early stage project, therefore the assessment material
released by IA only relatei to the Majura Parkway (whlch has been classified as

ready to proceed’). .

o While the IA assessments are broadly positive and conclude that the information
provided by the ACT is sound, two key issues are raised, which may draw public '

attention. . :
—  Firstly,that lA support for the Majura Parkway project is conditional on the
road being tolled: ' '

— Secondly, IA has raised concerns that upgradmg the Majura Road on the
existing alignment be used as the base case in the assessment of the project,
rather than the Do Nothing case whlch was included in the ACT Submission.

1A has also flagged its intention to release submlssmns made to Infrastructure

Australia in 2010-11, other than that matarlal that was |dentlﬂed as commerual in
confidence.

o

Contact: Floyd Kennedy Position:| Senior Manageer Extension: 70234 File No.:



‘Road Tolling

9 .

!

The issue of tolling was considered and assessed as a matter of course during the
project development phase, in line with IA’s requirements. Ernst & Young (EY)
were commissioned to provide a Procurement Options Analysis for the Majura

Parkway project (Attachment C). Inregard to tolling EY found that:

“The relatively short distance covered by the Majura parkway, coupled with
current levels of congestion in the ACT and the absence of any other toll
roads means that implementihg tolls on this particular project could have a
significant impact on demand for the route, adversely impacting on the -
achievement of the project objectives”; and -

S T there are relatively high costs associated with establishing a toll
- arrangement on new infrastructure, including but not limited to
infrastructure costs, legislative costs and the costs related to the

" establishment of the required administrative mechanisms.”

Based on EY’s assessment it was concluded that tolling is neither an appropriate
financing method, not a demand management tool relevant to the circumstance
of this project. Indeed, the costs may be higher, and there may be demand
management risks for other roads, and patronage risk for the parkway.

This is also confirmed by an article appearing in the Australian Financial Review
on 24 June 2011 which notes that patronage estimates for Australian toll roads
have been 45% below forecast in the first year of operation and in some cases
19% below forecast after year six. There is an increased risk in this regard for the
ACT, due to the absence of any other toll roads in the region.

are yet to be settled, rath

Treas—uw—h»as—previded-’c—he~fel-lowi.ng_co.m ment to IA in_relation to the content on
tolling in its assessments: '

“As previously discussed, the ACT does not agree with the recomme dation
that the Majura Parkway be tolled, in line with the conclusions provided by
EY in its independent assessment of this issue. '

—  We are concerned that by tolling the road, users would use alternative NSW
" and Canberra City routes, which is counter productive to the projects
objectives, including congestion reduction on other major inner city routes,
with the delivery of the Parkway. The Majura Parkway would also be the first
toll road outside of the Sydney metropolitan area in NSW, which could lead

to significant patronage risks.
—  In relation.to your initiative assessment brief, the ACT’s preference is that the
conditional support related to tolling be removed.” ‘ '
IA has not provided any evidence based advice in support of its argument for )
tolling Majura Parkway. lts position, however, appears to be based on the
principle of efficient pricing for road use.

‘The Henry Tax Review foreshadows changes to road user chargés. The report

states that moving from indiscriminate taxes (e.g. fuel taxes and registration fees) -
to efficient pricing regimes for congested roads would allow Australia to leverage
the value of its existing transport infrastructure. Any consideration of future road
user charging within the ACT should be in the context of broader reforms, which
ar than in consideration of individual projects.

i
i



- Base Case

2]

The Working Assessment for BCR Moderation document (at Attachment A2) state
in the Overall Summary section that yse of the Do Nothing option is the main
concern with the BCR information provided by the ACT in support of the Majura
Parkway and that upgrading the existing alignment could represent a more
reasonable base case.

—  The detailed analysis notes the ACT has provided a reasonable explanation in -

support of using the Do Nothing option as the base case, and the arguments
for not using the upgrade of the existing road appear to be reasonable’.

It appears that the ACT’s argument was accepted. ‘Treasury has asked the 1A to
reflect this in the appraisal and assessment documents. :

Treasury has also asked that the point in this section relating to the costs of
upgrading the road being similar to.the Parkway Project be amended. Thereis no
doubt that an upgrade would be cheaper, however, the connection, traffic flow
and alignment benefits would not be realised. There are also limitations

associated with the Canberra Airport and surrounding Cdmm_onwealth Land.

Speaking points (Attachment B) have been prepared for your use, in the event |

'~ that you would like to comment on the release of the I1A assessments.

Recommendations:

(]

‘That you note the above. |

i

Marsha Guthrie

Director, Budget Coordination and Reporting

June 2011

Noted / Please discuéé
Katy Gallagher MLA  / /2011



Stravens, Helen : e v
Flotm: Guthris, Marsha :

Sent:, _ Monday, 4 July 2011 10:26 AM :

To: ' ; ~ Purtill, Garretf; Smithies, Megan; Peters, Paul; Gill, Tony

Cer ' Thompson, Kirsten ,

Subject: '  FW: Infrastructure Australia Report to COAG [SEC=UNCLASSIF!ED]

FY| - see link to IA Report below.

Within the main report Pages 72, 78, 81, 97‘ and 102 provide references to the _Majura Parkway (and yes, the

recommendation that the road be folled remains).
Only Page 76 has a reference to the Northbourne Transit way
Please also note that project assessménts aré attached (forMajura Parkway only - as per our previous brief),

Our actual submissions fo 1A have also been releaséd for both projects (along with every other jurisdictions).

Marsha

é

From: Roe Paul fmailto:Paul.Roe@infrasti'uctu.re.qof\/,aul
Sent: Monday, 4 July 2011 10:17 AM '

Cc: White Victoria - ‘ N
Subject: Infrastructure Australia Report to COAG [SEC=UNCLASSIFIED]

Good morning

As discussed, the June 2011 report was publicly released at 10am this morning as well as relevant assessment

information. The information is Zvailapla through the W W'Hat’"s‘nevv"bm’ro-n-therlA-wébs-ite-at ’
www.infrastructureaustralia.gov.au ' ' '

Thanks for assistance and cdoperation. Please let me know if you have any guestions.

Many thanks

Paul Roe

infrastructure Australia

Telephone: (+612) 8114 1914

Mobile: (+61) 434 564 104

Fax: (+612) 8114 1932 ‘
Email: paul.roe@infrastructure.gov.au

Disclaimer
This message .‘hask been issued by the Deparhneil’c of Infrastructure and Transport. ,
The information transmitted is for the use of the intended recipient only and may contain confidential and/or legally

. Any review, re- , : ,
. transmission, disclosure, dissemination or other use of, or taking of any action in reliance upon, this information by -

or entities other than the intended recipient is prohibited and may result in severe penalties.

i



If you have received this e-mail in error, please notify the Department on (02) 6274-7111
and delete all copies of this transmission together with any attachments. ‘
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e e e | Ready to Proceed
e A -
StAtsYnH? Ready to Proceed

""@* . Federal Highway Link to Monaro Highway -
el Majura Parkway (10-035-01)

Australian Capital Territory, East Canberra

i ACT Government

grade of the élaﬁ(isting road link between the Federal Highway and the
ction of an 11.5 km limited-access four-lane road and grade
Fairbairn Avenue and Monaro Highway.

“The project involves the up »
Monaro Highway and consists of constr

$288M (previously estimated at $250M in the
| ACT’s 2009-10 Submission) |

5144M (50% funding by ACT Government).

2 Not stated (2013 and 2014 construction years
22 in ecoriomic analysis)

i

SR
T

o National Significance: The project is fhe main freight
of the Australian Capital Territory. It would form part o
improving north-south transit, particularly to the Airpor

f the Territory’s arterial road network,
t and eastwards towards Queanbeyan.

o- Alignment with Infrastructure Australia’s strategic priorities: The initiative would make a
‘contribution to the ‘Increasing Australia’s Productivity’ and ‘Developing Our Cities/Regions’
priorities. The potential to sustain these priority objectives into the medium and longer term
may be compromised if the freight benefits of the project are impacted by growth in passenger

car volumes.

e Application of lnfrastruéture Australia’s Reform and Investment Eramework: The initiative has a

long history of being considered in strategic planning fvofnjcﬁé ACT. Both the Territory Plan and
‘the General Policy Plan of the National Capital plan refer to the future construction of the road..

o Conclusion: Majura Parkway is a nationally significant project that aligns with a number of
Infrastructure Australia’s strategic priorities. The project is a priority in ACT planning-

documents and a funding priority, which is supported by willingness of ACT to offer 50%
funding. : 1 » : : '

This assessment was prepared by the Office of the Infrastructure Coordinator in April 2011 for the

2011 Infrastructure Priority List. 1
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Depth of supporting information: The economic analysis report is thorough and benefit
calculations and parameter values are outlined.

Demand: Demand estimates héve been derived from Qpédstone Paramics model. The
projections seem reasonable and the associated details have been provided.

Capital costs/operating costs: The final design continues to be refined and capital costs could
therefore change, although significant changes are not expected. Capital costs have been
provided on a P90 basis. The ACT has advised that it has engaged a consultant to update the cost
estirates based on a more detailed jisk based approach. The results of this more detailed

i

analysis will be available late 2011. |

Quality of economic assessment met;hoddlogy: The economic assessment methodology is robust
and consistent with the NSW Roads and Traffic Authority’s and Infrastructure Australia’s
guidelines. ‘ i :

Conclusion: The proponenf states the benefit-cost ratio is 3.32. The economic appraisal appears
sound and conforms to Infrastructure Australia’s requirements and demonstrates the strong

economic benefits of the project.

DELIVERABILITY

]

®

|-— ~contracts-for-both-packages: b e s

Risk: Further information needs to be provided to confirm that adequate risk assessment has

‘been undertaken and that the provision for risk in the cost estimate is appropriate. ACT advised

in March 2011 that an independent review of the estimate is being conducted.

Need for public/CommonweaIth funding: The ACT Government engaged Ernst & Young to
conduict a procurement options analysis that concluded a private public partnership (PPP) option
was not appropriate. ' ' :
The justiﬁcatibn for Australian Government funding'is that this proposal links National Highways
- a Commonwealth responsibility. The ACT submissior states that it has funded complementary
work, although the value of these works has not been included.

Capital costs are being revised, which may increasé the level of funding required. However, the
proponent is proposing to take on upside capital cost risk.

Delivery strategy: A delivery strategy has not yet been determined. Ernst & Younghas .

recommended a two-package contra‘xcting strategy using design and construct or construct only
; e . ‘

. 4 "
Governance: Governance arrangements for delivery have yet to be proposed. The proponent
maintains that this will be influenced eavily by the preferred procurement strategy.

Conclusion: A more detailed developrhent of risk manage‘ement, options for cost recovery,
delivery strategy and governance should be made available. :

This assessment was prepared by the Office of the Infrastructure Coordinator in April 2011 for the
2011 Infrastructure Priority List.
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OVERALL RECOMMENDATION
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o ltis recommended that the initiative remainis inthe Infrastructure priority list as a ‘Ready to
Proceed’ project. The initiative makes a clear and positive contribution to Australia’s policy
priorities. 1t demonstrates long term natiohal benefits (ecohomic benefit-cost ratio significantly
above 1:1) and a robust delivery mechanism. Conditions on Infrastructure Australia’s support

for the project include: ; _

1

i ) '
o Theroad be configured to high productivity vehicle standards and the ACT Government:
be required to enter an intergovernmental agreement with the Commonwealth for

High Productivity Vehicle Access (HPVA);

B OIS
e A RO g

) . | . ‘ .
o Theroad be tolled, with a view to ensuring that a reasonable proportion of capital
costs, and all of the road’s operational and maintenance costs, are recovered through

tolls;

o The ACT government continue to undertake project develobment work to provide
further confidence that the project will be completed within scope, and on time and
hudget; and :

o The ACT Government agreeing to undertake an agreed post-completion evaluation of
the project: : '

= Upon completion (e.g. to test whether the project was combleted within scope,
on time and on budget); and »

= At agreed future intervals, to assess whether traffic projections underpinning
the project’s development were robust, and whether other project benefits

have been realised

This assessment was prepared by the Office of the Infrastructure Coordinator in April 2011 for the

2011 Infrastructure Priority List. 3



Majura Parkway — Local Context
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CAMBERRA AIRPORT

Source: ACT Government submission o Infrastructure Australia

This assessment was prepared by the Office of the Infrastructure Coordinator in April 2011 for the
2011 Infrastructure Priority List. : S



Proposed Majura Parkway Alignment
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Source: ACT Government submission to Infrastructure Australia

This assessment was prepared by the Office of the Infrastructure Coordinator.in April 2011 for the
2011 Infrastructure Priority List. : : - ”

5



