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CAPITAL METRO STAGE1 - PPP CONTRACT 

AUDITOR-GENERAL’S (AG) REPORT 16JUN16 

NOTES 

Summary 
 
With only one exception, CanTheTram Inc (CTT) fully agrees with the criticisms made by the Auditor-General (AG) of the Capital Metro Stage1 project and takes its 
criticisms as vindication of the critical position taken over the past two years by it and its members and many supporters.   
In particular, CTT agrees with the AG’s criticisms of: 

• how the Government arrived at a Benefit to Cost (BCR) ratio of 1.2 when direct transport benefits represented a ratio of only 0.49; 
• the Government’s lack of transparency and accountability to taxpayers; 
• inadequacies of internal reviews done of the Business Case; 
• non-existence of external reviews by unbiased experts; 
• how the value of benefits subsequently presented in the Business Case provided to the community varied from those presented to the decision-makers;  
• lack of rigorous analysis or validation of the estimated benefits or costs, or of the Capital Metro Agency’s advice on delivery options, by the Government; 
• apparent political interference to minimise cost estimates and preparation of the various iterations of the Business Case; 
• inadequate and missing documentation associated with the assumptions underpinning the calculation of benefits associated with the economic analysis 

underpinning the Full Business Case; 
• how the Government has ignored better practice benefits management that provides that dis-benefits (i.e. negative side effects and consequences arising from 

the project) should be identified, managed, tracked and measured in the same way as benefits; 
• how the Government has not but should design independent external reviews of the Capital Metro Light Rail Project; and 
• how the Government has not but should accurately and transparently report the actual costs of delivering the Capital Metro Light Rail Project. 

The one disagreement with the AG’s report is that it apparently accepts the Government’s erroneous procedure of discounting planned Availability payments at a 
discount rate of 7.52 per cent [assumed interest rate] instead of at an assumed inflation/cost escalation rate, to obtain a Present Value in 2016 (PV2016) of $939 million 
as the contract value, including the Capital Contribution of $375 million.  The real, PV of the direct cost to taxpayers for Stage 1 is estimated at an absolute minimum of 
$1.294 billion. 
Notwithstanding what has to be considered as severe criticism of the project, one can only imagine how much more the AG might have said in the report, if not so 
constrained by the charter of the office of the AG and without any external pressure to put the project in the best light possible, at the minimum apparent cost. 
See Table 1 for detailed comments on the AG’s report. 
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Table 1 – Details Comments on AG’s report 
S No AG Finding Comment 

 MEDIA RELEASE  

1  
(page 1) 

Benefits management is important given that, in considering only the 
project’s transport benefits the benefit-cost ratio is 0.49, with an estimated 
49.3 cents in transport benefits gained for every $1 spent; and considering 
transport benefits and wider economic benefits (including land use 
benefits), the benefit-cost ratio is 1.20, with an estimated $1.20 in benefits 
for every $1 spent. 

CanTheTram Inc (CTT) agrees with the AG’s finding as for as the transport 
benefit being only 49 cents in the dollar invested, and has never 
conceded more that 81 cents in the dollar, in giving some credibility to 
side-benefits.   It has always considered that the remaining 39 cents of 
the $1.20 claimed by the Government has been attributed to ephemeral 
or imaginary ‘wider benefits’.      

2  
(P1) 

Dr Cooper, the AG, says “The benefit‐cost ratio of 1.20 needs to be used 
with caution as there is a lack of an agreed methodology and robust data in 
Australia for calculating wider economic benefits (including land use 
benefits). In the 1.20 benefit‐cost ratio approximately 60 percent of the 
project’s benefits are not transport‐related. This is large compared with 
other transport infrastructure projects for which information was publicly 
available”. 

See Comment 1. 

3 
(P1) 

“…  without a Benefits Realisation Plan “… there is a lack of transparency 
and accountability”, said Dr Cooper. 

CTT has always complained about the lack of transparency and 
accountability by the Government on this project.  

 EXTRACT OF SUMMARY CHAPTER  

4 
(P2) 

The Capital Metro Light Rail Project’s governance, administrative and 
project management framework is sound and generally accords with better 
practice. Although improvements can be made, it positions the Capital 

CTT agrees with this AG statement.  With few exceptions, CTT has not 
questioned the professionalism of the Capital Metro Agency (CMA) in 
how it has conducted the definition and procurement of the project.  
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Metro Agency to be able to meet the challenges of implementing light rail 
in the ACT. The integrity of the framework will need to be retained under 
revised 1 July 2016 Administrative Arrangements, whereby functions of the 
Capital Metro Agency and Territory and Municipal Services Directorate are 
merged. 

Those exceptions are: 
• Its persisting with the erroneous process of discounting planned, 

nominal values of Availability Payments to the PPP contractor at 
(presumed) interest rates instead of at an Inflation/escalation rate, to 
obtain the Present Value (PV) at a given base date, in this case 2016;  
See also Comment 6; 

• the lack of an arm’s length relationship between CMA and the two 
short-listed tenderers in holding regular workshops with each during 
the tendering phase.  To an experienced project director of Federal 
Government acquisitions, that practice would be contrary to 
procurement regulations. 

While most likely not with willing intent, CMA has obviously had to obey 
its political masters to: 
•  during contract negotiations with the successful tenderer, tolerate 

the involvement of UnionsACT and related unions through the 
Memorandum of Understanding (MOU) extant between the ACT 
Government and UnionsACT, which was also against procurement 
regulations, as admitted by the PPP contractor who set aside the 
MOU during negotiations (but could not avoid its impact);  and 

• generally, to avoid contact with any critics of the project such as CTT. 

5 
(p2} 

Benefits management needs to be given priority and a 
whole-of-government Benefits Realisation Plan, and associated 
documentation, developed and implemented to guide the management 
and realisation of the project’s benefits.  This is important as considering 
only the project’s transport benefits the benefit-cost ratio is 0.49, with an 
estimated 49.3 cents in transport benefits gained for every $1 spent; …. 
However, the benefit-cost ratio of 1.20 needs to be used with caution as 
there is a lack of an agreed methodology and robust data in Australia for 
calculating wider economic benefits (including land use benefits). In the 
1.20 benefit-cost ratio approximately 60 percent of the project’s benefits 
are not transport-related. This is large compared with other transport 

See Comment 1. 
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infrastructure projects for which information was publicly available. 

6 
(p3) 

The ACT Budget will need to accommodate the expected cost of the Capital 
Metro Light Project of approximately $939 million (present value, January 
2016) or $1.78 billion (nominal value) over 20 years. This does not include 
ACT Government agency costs for managing the implementation of the 
project.   
 
 
 
 
 
 
Revenue from fares will partially offset the costs of the Capital Metro Light 
Rail Project. The Full Business Case identified a total of $81 million in 
revenue from fares (present value, July 2014) over 20 years. 

The AG has apparently accepted the Capital Metro Agency (CMA) 
argument that the total cost of the construction and 20-years operations 
is only $939m (PV2016). Table 7 of the Contract Summary, June 2016, 
claims a “Net Present Cost” of $939m as the total cost of the contract 
and cites a discount factor of 7.52% .  It is patently in error to discount a 
single series of costs to a base date using the interest rate.  In mortgage 
terms, that would simply reduce the nominal repayments to the principal 
borrowed, implying that there is no interest to be paid, which is 
obviously incorrect.  The correct procedure is to discount the interest 
component of the nominal repayments at the known or assumed, 
average inflation rate, in this case about 2 per cent. 
 
Using Business Case figures. CTT estimates fare revenue at $132m over 
20 years.  The AG has accepted the Business Case (Table 46) figure of 
$81m (2014), being $84.6m in 2016.  Some analysts believe that the fare 
revenue could well be zero or negative, given the loss of buses on the 
route and the fewer passengers carried by tram. 

 CHAPTER CONCLUSIONS  

7 
(p3) 

Governance And Project Management 
External reviews of the Capital Metro Light Rail Project, which have been 
identified in key planning documents as forming a part of the governance 
and oversight of the project, have not been undertaken as planned, or as 
rigorously as needed for a project of this size and complexity. 
 

 
CTT agrees that the Government has not sought any external reviews of 
the project by expert analysts and has actively discouraged such.  For 
Example, in early 2015, Minister Corbell advised a principal of CTT that 
he would not respond to any more of his letters let alone answer his 
[probing] questions. 
There were two internal reviews done and two external reviews by 
specialists in the fields.  See Comment 13. 

8 
(note 3) 

The nominal cost estimate of the project is not discounted, i.e. the time 
value of money is not reflected. The present value estimate represents the 
discounted value of the nominal cost estimate of the project and is, in part, 

See Comment 6. 
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(P3) dependent on the timing of expenditure and the discount rate applied. The 
Capital Metro Agency has used a discount rate of 7.52 percent per year to 
calculate the present value estimate. 

9 
(P 4) 

Advice To Decision‐Makers 
Between mid August 2014 and mid September 2014, advice presented to 
decision-makers on the expected value of the benefits to be delivered by 
the project varied significantly. Furthermore, the value of benefits 
subsequently presented in the Full Business Case provided to the 
community has also varied from those presented to the decision-makers. 
Between the August 2014 version of the Full Business Case presented to the 
Capital Metro Project Board and the October 2014 version of the Full 
Business Case released to the community, a decrease of 26.0 percent in the 
expected transport benefits of the project was offset by an increase of 17.2 
percent in land use benefits and 16.9 percent in wider economic benefits. 
While estimated benefits (and costs) should be refined as a project 
progresses, the changes for the Capital Metro Light Rail Project were 
significant and occurred over a short period. This indicates that assumptions 
underpinning the calculation of the benefits associated with the project 
were still being developed. There was insufficient documentation 
maintained to explain the differences in the values and the rationale for the 
changes. 

 
These revelations by the AG (underlined) are no surprise to critics of the 
project who, obviously were not privy to what the Government was 
doing.  It is consistent with the apparent obfuscation from the outset by 
the Government.   
It smacks clearly of political interference to prop up a very weak case for 
the tram. 

10 
(P4) 

Given the size and scale of the Capital Metro Light Rail Project, and that it 
represents a significant financial cost to the Territory, it is important that 
there be transparency over the cost of the project into the future.  It will be 
important that the actual costs of the delivery and implementation of the 
Capital Metro light rail be transparently and publicly reported in the 
Transport Canberra and City Services Directorate financial statements.  
 
The Capital Metro Agency has estimated the cost to be approximately $939 
million (present value, January 2016 using a 7.52 percent per year discount 
rate, or $1.78 billion nominal over 20 years). However, this figure does not 

CTT agrees completely with the first underlined statement.  Eventually, 
all costs can be expected to be evident in successive ACT budgets (albeit 
sometimes difficult to decipher), but far too late for taxpayers to object. 
 
 
 
See earlier Comment 6 about erroneous discounting practice by the 
CMA.  
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include estimated agency costs associated with the construction and 
operation of the light rail, i.e. agency costs for managing the successful 
consortium over a twenty-year period. 

11 
(P5) 

In the Full Business Case and associated documents emphasis is given to the 
benefit-cost ratio figure of 1.2, without sufficient discussion and 
explanation of the inherent risks and limitations associated with this figure 
and its inclusion of wider economic impacts (including land used benefits). 

CTT agrees. 

 KEY FINDINGS  

12 
(2.133) 

Two internal ‘peer’ reviews were done before release of the Business Case 
1Oct14. Both by teams over 3 to 4 days.  First is considered unsatisfactory; 
the second somewhat better but is considered a minimal review.  

Although Minister Corbell alluded to one of these reviews in a public 
statement, neither was ever made public (apparently with good reason). 

13 
(2.38) 

There were also two external reviews done before release of the Business 
Case, 31Oct16 (reviewers not named).  
 

One review was by a Professor Scrafton from Adelaide and the other by a 
Professor Vickerman of the UK.  Both were done in the months just 
before the release of the Business Case on 31Oct14, but were not 
released at the time, again with good reason.   In early 2015, Minister 
Corbell was forced to publish the first one in an attempt to counter 
severe criticism of the project .  Several months later Minister Corbell 
was forced to release the second one, in an attempt to counter severe 
criticism of the project by the Grattan Institute.  
CanTheTram (CTT) has studied both very brief reports and found them 
both to be of no significant value to either the Government or to the 
public.   

14 
(3.15) 

Different versions of the Full Business Case have been prepared. These 
include: 
• CMA Full Business Case – Board Version (presented to a Board meeting 

on 15 August 2014); 
• a version presented to government on 10 September 2014; and 
• a version subsequently made public on 30 October 2014. 

The presumption is that all three versions of the Business Case were 
different and massaged.  
It smacks of political interference. 
When the Business Case was released in Oct14, a principal of CTT wrote 
a detailed critique of document.  He concluded that the Case was so 
riddled with important omissions, inconsistencies of data, poor 
methodology and simple errors that it really was not worth the paper it 
was written on, let alone for the Government to base a decision to 
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proceed with the most expensive project ever undertaken by the ACT. 

15 
(3.24) 

Calculations associated with the benefits of the Capital Metro Light Rail 
Project, which underpinned the cost-benefit analysis undertaken for the 
project and advice to decision-makers, were continuing to be worked on 
during the period between August and October 2014. There were 
significant changes to specific components of the benefits associated with 
the project within a short time, indicating that assumptions underpinning 
the model were changed rather than circumstances affecting the project.  

See Comment 9. 

16 
(3.34) 

Documentation associated with the Capital Metro Project Board’s 
endorsement of the Full Business Case is poor. The meeting through which 
the Capital Metro Project Board purported to endorse the Full Business 
Case was attended by a minority of its members (although some of these 
members were represented by their identified proxies). The meeting did 
not have a quorum, as the Project Owner (or their proxy) or the Senior 
Supplier (or their proxy) did not attend. While the Project Owner has 
subsequently advised (January 2016) that they agreed at the time to the 
Full Business Case being presented to ACT Government decision-makers for 
approval, this was not documented at the time. 

This statement by the AG is very telling and could be interpreted only as 
improper practice by those in government in taking the decision to 
proceed with the project. 

17 
(3.41) 

There were four sign-offs of the Full Business Case from various business 
units within the Chief Minister, Treasury and Economic Development 
Directorate in accordance with the Capital Framework. These sign-offs 
covered aspects of the financial and economic analysis that underpinned 
the Full Business Case,… 
This does not, however, amount to rigorous analysis or validation of the 
estimated benefits or costs, or of the Capital Metro Agency’s advice on 
delivery options. 

Another indictment by the AG of poor process by the Government.  

18 
(3.99) 

 
 

Turner and Townsend prepared an initial capital cost estimate based on the 
Definition Design document prepared by Arup, and provided to the Capital 
Metro Agency on 21 July 2014. This initial capital cost estimate put the total 
capital cost of the Capital Metro Light Rail Project at $1,011,439,147. 

Yet another indictment by the AG of poor process by the Government. 
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(3.103) 
 

In August 2014 Turner and Townsend prepared a revised Definition Design - 
Cost Plan Report, which identified a capital cost estimate for the Capital 
Metro Light Rail Project (without contingency) of $609,517,600. Key 
changes to the initial cost estimate prepared by Turner and Townsend (29 
July 2014) and the revised Definition Design - Cost Plan Report are: 
• the removal of owner’s costs of $101,987,000 (and a contingency for 

owner’s costs of $40,795,000); 
•  the removal of a contingency for the main works of $226,637,000; 
•  reduction of escalation allowance by $10,789,104; and  
•  savings of $21,713,443 derived from design revisions derived from a 

Value Engineering Workshop conducted on 31 July 2014. 
 

19 
(3.107) 

The Capital Metro Agency did not maintain sufficient documentation with 
respect to the Monte Carlo statistical simulation, used to calculate the 
expected contingency for the capital cost estimate for the project.  This was 
specifically lacking with respect to the input assumptions (important 
because different assumptions will produce different results), the algorithm 
used (important because different algorithms will produce different results) 
or the number of iterations, or repetitions, performed (important because 
more iterations will produce more accurate results). 

Yet another indictment by the AG of poor process by the Government. 
No self-respecting project cost analyst would allow this to happen. 
In respect of Figure 23 in the Business Case, a principal of CTT wrote in 
Nov14, that: 
 “The graph for the PSC Capex distribution Profile is recognised as an 
@Risk ® output.   
The components are presumed to be those comprising the PSC point 
estimate of $610m plus Transferable Risk ($81m) and Retained Risk 
($68m) for a Mean (P50 of $759m).    
The graph gives a P75 figure of $783m, which is only 3% higher than the 
Mean.  This is a very small increment.   The Case offers no idea of what 
inputs and respective risk profiles were input to the model but the 
assumed risk profile of each component cost must have been very small. 
Even taking the transferred and retained risks into account, the P75 
figure using the base estimate of $610m is only 28% above the Mean.  
This is far too conservative for the capital investment, especially given 
that the risk on O&M costs is assumed at a reasonable 20%.” 

20 The Capital Metro Agency has advised that the discount rate applied to the See Comment 6. 
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(3.137) 
 
 
 

3.157 

Public Sector Comparator is 5.52 percent and the discount rate applied to 
the PPP Proxy is 7.52 percent as per the calculation methodology in Volume 
5 of the Australian Government National PPP Guidelines. These were not 
disclosed in the Full Business Case. 
The Capital Metro Agency further advised that the present value of the 
expected cost of the Capital Metro Light Rail Project is $939 million (January 
2016, discounted at 7.52 percent). This figure comprises: 
•  $305,427,000 Territory capital contribution; 
•  $519,672,000 in availability payments to the successful consortium; and 
•  $113,919,000 Territory-retained risk amount. 

21 
(4.93) 

There is inadequate documentation associated with the assumptions 
underpinning the calculation of benefits associated with the economic 
analysis underpinning the Full Business Case. This is apparent with respect 
to: 
• discussion / justification for values used in the calculation of benefits;  

and 
•  discussion / justification for the recognition of timing of the benefits. 

Another indictment by the AG of poor process by the Government. 

22 
(4.104) 

While it would not be expected that the estimates in the Full Business Case 
presented to the Capital Metro Project Board (15 August 2014) would 
necessarily be final, the magnitude and type of changes between this 
version of the Full Business Case and the version presented to ACT 
Government decision-makers on 10 September 2014 were significant, given 
the short time between changes. Changes between the 15 August 2014 and 
10 September 2014 versions of the Full Business Case included a 31 percent 
decrease in estimated transport benefits, indicating that assumptions 
underpinning the economic analysis were insufficiently developed and were 
still being developed as decision-makers (including the Capital Metro 
Project Board and the ACT Government) considered the merits of the Full 
Business Case. There was inadequate documentation maintained with 
respect to the changes to the calculation of the benefits, including with 
respect to identifying the reasons for the changes in the calculation of the 

See Comment 9. 
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benefits. 

23 
(4.118) 

Better practice benefits management provides that dis-benefits (i.e. 
negative side effects and consequences arising from the project) should be 
identified, managed, tracked and measured in the same way as benefits. 
This provides transparency of net benefits against costs in the business 
case, allows dis-benefits to be minimised, and facilitates ongoing review of 
the economic viability of a project. The Full Business Case does not 
specifically identify the dis-benefits associated with the Capital Metro Light 
Rail Project. 

CTT fully agrees with this statement.  Whatever CTT principals, its 
members and other critics have written about this project, has been 
largely to highlight its ‘dis-benefits’.  From the outset, the case put by the 
Government has been totally one-sided using very expensive, glossy 
propaganda. 

24 RECOMMENDATION 1 PROJECT CONTROLS PROCEDURE 
The Capital Metro Agency (the Transport Canberra and City Services 
Directorate as of 1 July 2016) should develop and implement a Project 
Controls Procedure to assist in managing project activities in accordance 
with the Project Plan and its objectives. 

CTT agrees. 

25 RECOMMENDATION 2 EXTERNAL REVIEWS 
The Capital Metro Agency (the Transport Canberra and City Services 
Directorate as of 1 July 2016) should design independent external reviews 
of the Capital Metro Light Rail Project so that: 
a) objectives are defined; 
b) appropriately qualified subject matter experts conduct the reviews; 
c) sufficient time is allowed for their conduct; and 
d) documentation is thorough. 

CTT strongly agrees with this recommendation as it has been trying for 
quite some time to get the Government to agree to external, unbiased 
review by experts in the field. 

26 RECOMMENDATION 3 PUBLIC REPORTING OF CAPITAL METRO LIGHT RAIL 
COSTS 
The Capital Metro Agency (the Transport Canberra and City Services 
Directorate as of 1 July 2016) should accurately and transparently report 
the actual costs of delivering the Capital Metro Light Rail Project. This 
should include: 
a) public reporting of actual costs compared to published budgets for the 

CTT strongly agrees and has expended a great deal of effort to bring the 
true, real costs of this wasteful project before the public. 



 

CANTHETRAM iNC 
[CANBERRA CAN DO BETTER] 

 

 

P a g e  | 11      Printed: 18-Jun-16  

Capital Light Rail Project in annual reports of the Transport Canberra and 
City Services Directorate; 
b) availability payments made to the PPP consortium; and 
c) Capital Metro Agency costs associated with managing the PPP 
consortium during the construction of the Capital Metro light rail and for 
the ongoing operation of the Capital Metro light rail. 

27 RECOMMENDATION 4 BENEFITS MANAGEMENT HIGH PRIORITY 
The Chief Minister, Treasury and Economic Development Directorate 
should, as a priority, take a lead role in implementing benefits 
management, including developing a whole-of-government Benefits 
Realisation Plan and associated documentation. This plan should identify 
and document the benefits to be realised by the project, their timing, 
ownership, critical dependencies for the achievement of the benefits and 
associated key performance indicators. 

CTT agrees 
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