


2010‑11 Budget Paper No. 3	105	2010-11 Infrastructure Investment Program


5.1	2010-11 infrastructure INVESTMENT program
Introduction
Quality infrastructure is not only integral to meeting service delivery needs, it is also necessary to support growth in the economy, and thus support the economic and social well being of the community.
Infrastructure projects have long lead times, and potentially long term benefits.  Of necessity, the Government maintains a medium to longer term perspective, both in planning as well as in realisation of benefits, in its infrastructure investment program.  The current infrastructure investment program substantially focuses on supporting the service delivery needs into and beyond the next decade.
In the 2008‑09 Budget, the Government commenced a five-year $1 billion Building the Future program of investment in the Territory’s assets to increase the productive capacity of the economy, reduce potential future costs, and support the growth of the city.  
The program was to be largely financed from the past and the future surpluses forecast at the time.  While the global financial crisis had a severe impact on the Territory’s operating budget, the underlying strength of the Territory’s finances, particularly the balance sheet, has allowed continued commitment to infrastructure investment.  Indeed, over this time, investment in infrastructure has been significantly enhanced.  This strength in part stems from prudent financial management and past investments in infrastructure.
In the context of an uncertain economic environment, the Government’s longer term objectives for infrastructure investments were supplemented by short to medium term considerations to provide confidence to the industry and support jobs.  The Commonwealth’s Nation Building and Jobs Plan also augmented the Territory’s infrastructure program, again supporting the local economy and jobs.  
The 2010‑11 Budget supports the delivery of the Building the Future and Nation Building programs, and enhances it with further investments to deliver high quality assets that improve the efficiency and increase the productive capacity of the economy, and support effective service delivery to the community.
Key areas of focus for the investment are to:
	establish a health system to serve the needs of the next decade;

improve the transport system;
meet the challenges of climate change;
improve urban amenities;
invest in public service infrastructure; and
provide for the growth of the city and its economy.
New project commitments in the Budget total $394 million, and the Budget makes a cash allocation of around $2 billion towards capital projects over the next four years.
The Budget has a particular focus on meeting the Government’s objectives on the supply of adequate affordable residential, commercial and industrial land.  The infrastructure investment program supports increased land supply across the Territory, and developing an inventory of planning ready land to meet the needs of households, businesses and industry.
A program of investment in Transport for Canberra has been made to improve the efficiency of the Territory’s transport system, reduce congestion, improve safety, provide travel choices and support urban consolidation on major transport routes.
The capital works program makes further investments in the Territory’s infrastructure supporting the delivery of high quality health care to the community.  These investments are part of the Capital Asset Development Program to provide appropriate infrastructure for a health care system for the next decade.
Objectives of the Program
The objectives of the investment program are to:
	increase the productive capacity of the economy by expanding infrastructure capacity;

reduce future (social, environmental and economic) costs; and
provide for growth in the economy and maintain a competitive edge against other urban centres.
2010‑11 Infrastructure Investment Program
The 2010‑11 Budget provides for an Infrastructure Investment Program of $394 million over four years.  This includes New Capital Works ($317.3 million), Plant and Equipment ($6.9 million), Information and Communication Technology ($24.3 million) and Capital Upgrades ($45.2 million).
The value of works in progress, flowing from previous years is almost $1.2 billion over four years, with $666 million available for expenditure in 2010-11.  The total Infrastructure Investment Program over four years is $1.549 billion.
The 2010‑11 Infrastructure Investment Program is a return to more typical levels of new capital works initiatives.  This reflects the Government’s continued focus on delivering a substantial works in progress program and projects associated with the Nation Building and Jobs Plan.  For example, the 2009‑10 program included $306 million in new initiatives funded by the Commonwealth, including those allocated as part of the stimulus package.
Significant infrastructure investment commitments made in the 2010‑11 Budget include:
	the Transport for Canberra package (totalling over $90 million);

Official Opening 2013 – National Arboretum Canberra ($22.620 million);
Coombs – Water Quality Control Ponds ($17 million);
Narrabundah Ball Park Facility Upgrade ($1.050 million);
Tuggeranong Health Centre – Stage 2 ($14 million);
Integrated Cancer Care Centre – Phase 1 ($27.9 million);
Gungahlin – The Valley Ponds and Stormwater Harvesting Scheme ($6.5 million);
Red Hill Primary School Expansion ($5.3 million); and
Flynn Childcare Centre ($4 million).
Table 5.1.1 provides a summary of the 2010‑11 Budget Capital Program by type.
Table 5.1.1
Capital Program – by Type

2010-11
2011-12
2012-13
2013-14
Total

Allocation
Allocation
Allocation
Allocation
Investment 
 
$’000
$’000
$’000
$’000
$’000
Capital Works





Feasibility Studies
7,051
1,550
750
0
9,351
Forward Design
6,115
3,400
0
0
9,515
Construction
108,270
130,488
51,487
6,859
297,104
Grants
1,350
0
0
0
1,350
Capital Upgrades
45,160
0
0
0
45,160






Sub-Total (Capital Works)
167,946
135,438
52,237
6,859
362,480






Information and Communication Technology (ICT)
11,927
6,350
6,000
0
24,277
Plant and Equipment (P&E)
3,529
2,035
1,300
0
6,864






Sub-Total (ICT and P&E)
15,456
8,385
7,300
0
31,141






TOTAL NEW CAPITAL PROGRAM
183,402
143,823
59,537
6,859
393,621






Works in Progress





2009-10 and Prior Year Programs
606,619
170,126
27,044
7,018
810,807
2009-10 Rollovers/Re-profiling
-18,849
120,916
59,949
3,496
165,512






Sub-Total (Works in Progress)
587,770
291,042
86,993
10,514
976,319






Information and Communication Technology (ICT)
41,951
38,354
22,957
0
103,262
Plant and Equipment (P&E)
36,257
8,104
16,318
15,068
75,747






Sub-Total (ICT and P&E)
78,208
46,458
39,275
15,068
179,009






TOTAL WORKS IN PROGRESS
665,978
337,500
126,268
25,582
1,155,328






GRAND TOTAL - ALLOCATED CAPITAL PROGRAM
849,380
481,323
185,805
32,441
1,548,949






Unallocated Capital Provisions





Future Works Provisions
0
49,500
119,751
119,751
289,002
Capital Upgrades
0
46,272
47,991
49,191
143,454






Total Provisions
0
95,772
167,742
168,942
432,456






TOTAL BUDGET CAPACITY FOR CAPITAL INVESTMENT
849,380
577,095
353,547
201,383
1,981,405

In addition to the 2010‑11 Budget Infrastructure Program, significant works are delivered each year through the Territory’s Public Trading Enterprises.  Off budget works are those financed by Public Trading Enterprises through own-source revenue or debt.  These works are largely related to land development, water and waste water works and public housing.  The value of off budget works for 2010‑11 is $490 million.  These works will be delivered by the agencies shown below.
	Housing ACT – $53.7 million.

ACT Public Cemeteries Authority – $0.5 million.
ACTTAB Limited – $4.5 million.
ACTEW Corporation – $348.5 million.
Land Development Agency – $82.9 million.
Capital Planning, Delivery and Management
The size of recent capital works programs has given rise to a range of challenges which needed to be addressed to assist program delivery.  These issues have been considered by the Government in the formulation of the 2010‑11 Budget and include:
	the timing of works procurement to ensure that these can be efficiently met by ACT industry;

financing the program;
enhancing capital works delivery systems and planning regimes; and
enhancing reporting processes.
Timing of Works Procurement
The Government has carefully considered the timing and sequencing of projects in the development of the 2010‑11 Budget, to ensure that the Capital Works Program is delivered as efficiently and effectively as possible.  This included consideration of local industry capacity to respond to requests for works.
While the program of works for 2010-11 remains large ($849 million), much of the works relate to projects that are well advanced.  Works in Progress makes up $588 million of expenditure programmed in 2010‑11.  Major works underway include:
	Gungahlin Drive Extension Stage 2;
	Building the Education Revolution; 
	Nation Building and Jobs Plan – Social Housing; 

Gungahlin College;
Kambah P‑10 School;
New Multistorey Car Park at the Canberra Hospital; and
Women and Children's Hospital.
To assist in managing this large program the Government has undertaken a number of reviews of the profile of all projects that make up the Capital Works Program.  These reviews have resulted in a much smoother program over the budget and forward years than would otherwise have been the case.
As part of the 2009‑10 Budget Review, agencies reviewed their current Capital Works Programs.  As a result, $105 million in expenditure was re-profiled across the 2010-11 Budget and forward estimates, taking the revised Capital Works Program expenditure estimate to $676 million for 2009‑10.
Agencies undertook a further analysis of their programs in the development of the 2010‑11 Budget and identified a further $52 million in savings and works that could also be re‑profiled into 2010‑11 and across the forward estimates.
These re-profiling exercises indicate an estimated capital expenditure of $624 million for 2009‑10.  This estimate indicates that agencies will have delivered 80 per cent of the total funding available for expenditure this year of $782 million.  
Financing the Program
The Territory maintains a strong balance sheet which is used to finance the program.  The Budget anticipates new general government sector borrowings for capital of up to $450 million.
The Territory has also adopted the national best practice policy and guidelines for Public Private Partnerships (PPPs), and in doing so, has considered whether any of the public infrastructure projects with a capital investment over $50 million could be delivered through alternate procurement methodology.
While no new projects in the 2010-11 Budget exceed the $50 million threshold, in accordance with this policy, the Territory will be exploring opportunities to enter into partnerships with the private sector to deliver several substantial projects that are progressing into the planning and design phase, including: the Government Office Accommodation Building Project; Enhancing Data Storage Capacity; and Student Accommodation at the Reid Campus of the Canberra Institute of Technology.
Other Australian jurisdictions have used PPP procurement successfully to deliver many large and complex projects.  To date, the primary considerations driving PPP procurement are:
	value for money;

significant design innovation;
appropriate risk transfer; and
superior whole of life outcomes.
The Territory will use similar criteria when considering the opportunities available through partnering opportunities.
Details of the national public private partnership policy and guidelines can be found at http://www.infrastructureaustralia.gov.au/public_private_partnership_policy_guidelines.aspx.
Enhancing Capital Works Delivery Systems
During 2008-09 and 2009-10 the Government has undertaken a range of activities to enhance procurement processes and systems.  This included a number of reviews and amendments to procurement thresholds and documentation, streamlining of the prequalification system and simplification of processes associated with low value procurements.
A key driver for further reforms to procurement activities and processes has been the need to ensure that the Commonwealth Nation Building and Jobs Plan projects are delivered on time and in conjunction with ACT Government’s initiated capital works.
As part of the implementation of the ACT’s share of the Commonwealth’s $42 billion economic stimulus plan the Chief Minister appointed a Coordinator General and established a Stimulus Taskforce to oversee the implementation of the large number of projects.  The Coordinator General and Taskforce were also responsible for monitoring and reporting to the Commonwealth, resolving blockages to projects and identifying opportunities for improvements to polices, practices and procedures.
Given the achievements of the Coordinator General model for Nation Building projects it is considered that there would be benefit in extending the model to the delivery of the Territory’s capital works program.  The Stimulus Taskforce, now in the Department of Land and Property Services will continue to assist in the delivery of the Territory’s capital program.
One of the initiatives resulting from the work of the ACT Stimulus Taskforce was the creation of the Industry Reference Group.  The purpose of the Group is to provide:
	a forum for industry to work with Government to deliver capital works projects in a collaborative manner and enhance the realisation of the expected benefits; and

an opportunity to obtain the benefit of industry expertise and experience in all stages of the project delivery cycle.
The Group is comprised of representatives from peak bodies and industry groups and executives from Government agencies involved in the delivery of capital works projects.
Further work has also been undertaken on core procurement documentation.
	Streamlining and simplification of documentation (contract and tendering templates) continues:

	A revised and updated managing contractor agreement has been redrafted and recently circulated for comment.  Other templates are being progressively revised and industry will be consulted on amendments.

An industry group has produced a draft paper with recommendations relating to the standards which might be required for the production of design documentation.  Once this work is finalised a report is to be brought to Procurement Solutions for implementation.
	A Tendering Guide has been developed to assist industry in doing business with the Territory.  It can be found on the website www.procurement.act.gov.au.

Enhancing Reporting Processes
To further influence the effective delivery of capital works, the Government implemented several enhanced reporting regimes throughout 2009-10 to closely monitor the progression of capital works projects.
The Government publishes Quarterly Progress Reports on the Capital Works Program, which has been expanded from previous publications to provide more detail of the Capital Works Program progression, including: the achievements during the quarter for specific projects and Program elements; and outcomes for non-financial indicators, including key project milestones and summaries of key financial data, both aggregated and by individual agency.
The Budget Committee of Cabinet also review bi-monthly reports from each department on the progress of the Capital Works Program to assist in the early identification of risk and barriers that may arise.
The Treasurer also meets monthly with departments Chief Finance Officers to discuss the progress of the Capital Works Program.



