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CAPITAL METRO STAGE1 - PPP CONTRACT  

INDEPENDENT COST ESTIMATES  

Summary 
On 17May16, Minister Corbell issued a media release that announced the signing of contracts for the construction 
and operations of Capital Metro Stage1.  He said that the capital cost would be a nominal $710m and that, over 20 
years, there would be annual availability payments from $48m in Year 1to $75m in Year 20, which would include 
“operational costs, drivers and maintenance as well as construction costs”.  
On 25May16, The Canberra Times reported the Deputy Director-General of the Capital Metro Agency to say that 
“... as far as taxpayers and the ACT budget were concerned, the relevant figure is $939m, which is the net present 
cost of the entire 20-year project – the cost in 2016 dollars of the construction, operations and financing”.   
On 9Jun16, the Minister released a redacted version of the Project Agreement (not the contracts as claimed) and a 
companion Contract Summary prepared by the Capital Metro Agency.  Also on 16Jun16, the Auditor-General 
tabled in the ACT Assembly a report on Stage1.  These are the latest project documents released to the public.   
The Contract Summary makes it clear that project management and contractual arrangements provide for an over-
arching Project Agreement, covering two separate contracts – one for the construction phase and the other for the 
operations and maintenance phase. 
While Minister Corbell has made much about release of these documents, to claim Government ‘transparency’, the 
reality is that, upon close reading, the redacted Project Agreement is of absolutely no value to the public.  In respect 
of the Contract Summary, except for the nominal annual availability payment figures given, it otherwise provides 
totally incredible figures for the contracts, using an erroneous discounting method.  In addition, the Auditor-
General’s report alludes to lack of transparency and accountability in the project. 
Readers should note that the $939m cited is but the present value of the initial price of the operations and 
maintenance contract, not the entire contract as claimed; Canberrans will have to pay more than that.  To obtain the 
total, direct cost to the taxpayer of construction and 20 years of operations, one has to add the present value of the 
capital contribution of $375m (PV$355m) to obtain the minimum, total direct cost to taxpayers for Stage1 of 
$1.294 billion.1   
Even that is only the direct costs attributable to the contract.  In addition, the taxpayer has to bear all project related 
expenses incurred by the Capital Metro Agency and other government agencies. This figure is estimated at $150m 
for the period 2013-2019 ($137m already budgeted), giving a total direct and indirect costs of the project, in present 
values, of at least $1.444 billion. 
One can take the analysis even further and add the ‘opportunity cost’ of the Government not making a Capital 
Contribution of the full, nominal $707m.  Why has the Government opted to pay a higher rate to the contractor to 
finance the outstanding $332m of the $707m, when it can borrow money much more cheaply?  It is estimated that 
the Government would incur an unnecessary ‘opportunity cost’ of about $80m, so bringing a total cost of the 
project, in present values, to $1.524 billion.   
Opponents of light rail have always maintained that only three to five per cent of Canberrans would ever use the 
Stage1 tram.  It is revealing of the profligacy of this project that the greater majority of Canberrans are being asked 
to pay a very substantial subsidy of some $10.40 to $11.45 (depending on actual patronage) for every passenger 
that ever rides the tram.  This translates into a minimum average annual burden on ACT households of some $333 
to $372 and a total average burden of some $6,650 to $7,440 over the 20 years, in present value terms, irrespective 
of how the Government may choose to fund the cost.    
This analysis is limited by publicly available data.  Taxpayers will not know the true liability of this project until 
full financial details of the contracts are made public, if ever, or the progressive costs become evident in ACT 
budget papers in years to come.  Is that good enough? 
The AG of the ACT has severely criticised the project, contrary to the best light that Minister Corbell has tried to 
put on it via a subsequent media release. 

                                                      
1 This statement, the result of detailed analysis, contradicts Section 2.2.4 of the Contract Summary.  See later detailed 
discussion on this point. 
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If the Government insists that PV$939m is all the taxpayers have to pay for Capital Metro Stage1when the Total 
Direst Cost is PV$1.294 billion, it would be seriously misleading the public.  

Detailed Discussion 
References 
A. Minister Corbell’s media release 17May16 
B.  The Canberra Times article, 25May16   
C.  ACT 2016-17 Budget Paper 3: Table 5.1.2, 7Jun16   
D.  ACT 2016-17 Budget Paper 3: Table C.1, 7Jun16   
E.  ACT 2013-16 Budget Papers (Capital Metro Agency expenditures), Jun15   
F.  Capital Metro Stage1 Project Agreement (redacted), made public 9Jun16   
G.  Contract Summary, Capital Metro Agency, June 2016 
H.  ACT Auditor–General’s Report, Initiation of the light rail project, Report no. 5 / 2016, 17 June 2016  
I.    Media Release, “Audit Report shows light rail project delivery is best practice”, Minister Corbell, 17 June 2016 

Note:  Because of the way the Government has published project-related costs, it is easy to confuse those cited as 
‘nominal’ figures (in future years) and those cited in present values at 2016.  To distinguish the two in this paper, 
present value figures will be preceded by PV$, whereas nominal values will be preceded by the $ sign only, unless 
otherwise qualified as a present value. 
 
On 17May16, Minister Corbell issued the media release (Reference A) that announced the signing of contracts for 
the construction and operations of Capital Metro Stage1.  He said that the capital cost would be $710m and that, 
over 20 years, there would be annual Availability Payments (AP) from $48m in Year 1to $75m in Year 20, which 
would include “operational costs, drivers and maintenance as well as construction costs”.  
On 25May16, The Canberra Times reported (Reference B) that the “…tram line from Gungahlin to city will cost 
Canberra taxpayers $939m in today’s dollars, including operations, capital and financing.”  It further reported on 
project costs outlined that day by the Deputy Director-General of the Capital Metro Agency (CMA), Mr Edghill, 
who is reported to say that “... as far as taxpayers and the ACT budget were concerned, the relevant figure is 
$939m,which is the net present cost2 of the entire 20-year project – the cost in 2016 dollars of the construction, 
operations and financing”.  He further said that the precise figure for construction would be $707m and that “the 
consortium would be paid a $375m3 lump-sum at the end of construction - likely to be in 2019 – then a monthly 
“availability” payment for 20 years … starting at $47m in the first 12 months …and reaching about $75m in 
2038.”  
On 16Jun16, the Auditor-General (AG) tabled in the ACT Assembly a report on Stage1 (Reference H).  This was 
promptly followed by a media release the following day by Minister Corbell (reference I). 
References C, D, F, G and H are the latest project documents released to the public.  The companion Contract 
Summary (Reference G) makes it clear in Figure 3 that the project management and contractual arrangements 
provide for an over-arching Project Agreement, covering two separate contracts for the construction phase and for 
the Operations and Maintenance (O&M) phase. 
While Minister Corbell has made much about release of References F and G, to claim Government ‘transparency’, 
the reality is that, upon close reading, the redacted Project Agreement (Reference F) is of absolutely no value to the 
public, ie they are no wiser.  In respect of the companion Contract Summary (Reference G), except for the AP 
figures given, it otherwise provides totally incredible figures for the contracts, using an erroneous discounting 
method.  In addition, the Auditor-General’s report alludes to lack of transparency and accountability in the project. 
                                                      
2 Use of the term net present cost is in error, because CMA has said also that it does not include offset of revenue from fares, 

therefore it is not a ‘net’ present cost. 
3 CMA is reported also to say that the $375m capital contribution by the Government is included in the Present Value (2016) 

sum of $939m.  This is interpreted as meaning that the balance after the Capital Contribution of $375m in 2019 is accounted 
for within the sum of $939m. 
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Table 7 of the Contract Summary 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 that 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.   
The absurdity of what Table 7 claims is evident from its right-hand column that cites a Present Value (PV)4  
interest bill of only PV$22m, whereas in reality the interest burden is about PV$160m.   It also says that the total 
O&M costs is only PV$269m (PV$13.45m pa) when the real cost is a corroborated figure of about PV$23.3m pa, 
being PV$464m over 20 years. 
As essential background, the PV of the total direct cost of the contract to the taxpayer at a given Base Date (2016 in 
this case) is primarily a function of: 

• the accrued interest on the full cost of construction, ie on $707m during the planned 2.5 year construction 
period, at an average of x% pa (added to principal), due to Capital Contribution not being paid until 2019;  
plus  

• interest on the remaining sum to be funded (initial balance after payment of the Capital Contribution plus 
the accrued interest during construction), repaid over 10 or 20 years at an average of y% pa; plus 

• the sum of O&M costs over 20 years; plus 
• the cost effect of assumed average Consumer Price Index (CPI) and Wage Price Index (WPI) over the 

planned 22.5 years of the project. 
It is clear from the references that:  the $707m construction cost (Reference G, Table 5) and the $375m Capital 
Contribution are in nominal values (future-year dollars), in this case, in 2019 dollars; that the APs cited are also 
nominal values; but that the figure of $939m is a PV.  
Reference G gives the latest APs that will vary from $36m in (partial) year 2019 to $75.7m in 2038 and finishing 
with $12.9m in 2039.  It is accepted that these APs given in the Summary are valid and that their sum equates to the 
PV$939m.  
It is also accepted that the published construction cost of $707m includes a 20% contingency.  The actual published 
contingency is PV$118m of the PV$707m, being 20% on PV$589m.    
The two contracts are presumed to work as follows: 

• Construction (and supply of trams and other materiel) takes place between June 2016 and end-2018 (2.5 
years), at the successful completion of which the ACT Government makes its Capital contribution of 
$375m, leaving capital balance of $332m to be funded by the consortium through a combination of loans 
and partner equity (applicable interest rates and returns on equity have not been disclosed). 

• The sum of the $332m borrowed, the cost of financing and the O&M costs are paid for as components of 
the nominal annual APs over the 20 years of the O&M contract.  

• The sum of the APs is PV$939m (however the component, nominal costs may be discounted). 
• The present value of the Total Direct Cost to taxpayers for Stage 1 is thus PV$939m plus the Capital 

Contribution of PV$355m ($375m in 2019). 
To achieve an O&M contract price of PV$939m and assuming repayment of capital and interest over 10 years, an 
interest rate of about 7% pa has to apply.  If repayment of capital and interest were assumed to be repaid over the 
20 years, an average interest rate of 5.2% would have to apply.   It is yet unknown how the O&M contract treats 
repayment of capital and interest and at what rate. 
During construction, the contractor has to borrow progressively $707m (see Reference C)5 which would, at 7% pa, 
incur an interest bill of about PV$64.4m.  In 2019, the Government pays PV$355m ($375m in 2019), leaving a 
balance of PV$314m, to which has to be added the PV$64.4m to give a total loan of PV$379m to be repaid with 
interest at a given, average interest rate pa and at an average escalation/inflation rate pa to discount future-year 

                                                      
4 See annex A for definitions 
5 The only figure published in the redacted light rail contract is a construction cost of $589.445m plus contingency of $114m 
(Total $704m), shown in the Model Output Schedule.  As a contract figure, it would be a nominal 2019 value.   
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estimates back to 2016 prices.  In all, the interest burden during construction and the first 10 years of operations 
would be about PV$96m, giving a total interest burden of PV$160m. 
It is assumed that the Business Case figure for O&M cost of $22.2m (2014) (PV$23.2m), is still valid, for a 20-year 
cost of PV$464m.  This figure has been corroborated by independent analysis and by the latest figure at Reference 
D.   
While the price of the O&M contract may be PV$939m, to obtain the Total Direct Cost to the taxpayer of both the 
construction and O&M contracts, one has to add the Capital Contribution of PV$355m ($375m in 2019), for a 
minimum, direct cost of the contract of  PV$1.294 billion.   
In addition, the taxpayer has to pay also the project related expenses incurred by the CMA and other government 
agencies. This figure is estimated at $150m for the period 2013-2019, accounted for by $101m in ACT Budgets and 
Forward Estimates for the financial years 2013-19 (References C,D E) and a further $50m, estimated to be yet 
spent on project related tasks.  So the total direct and indirect costs of the project (Project Cost A) sums to at least 
$1.444 billion. 
One can take the analysis even further and add the ‘opportunity cost’ of the Government not making a Capital 
Contribution of the full $707m.  Why has the Government opted to pay a higher rate to the Public Private 
Partnership (PPP) contractor to finance the outstanding $332m of the $707m, when it can borrow money much 
more cheaply?  Assuming a differential in borrowing rates of about 3%, it is estimated that the Government would 
pay unnecessarily the contractor PV$80m, being the ‘opportunity cost’, as defined here, so bringing a total  cost of 
the project (Project Cost B) to PV$1.524 billion.   
Minimal costs for this project are summarised in Table S1. 
 

 
Sensitivity Analysis 
Figures cited to this point are what are referred to as ‘point estimates’, ie single estimates.  Future values of the 
variables comprising the total costs will almost certainly change with time, from an assumed, minimal position.  
Consequently, one needs to perform a ‘sensitivity analysis’ on the most important assumptions underlying the 
‘point estimates’, ie the ones that are likely to have the greatest impact, to establish the most probable cost risk 
profile for the investment.  In this case, the two most important are the assumed value of the average interest rate 
on borrowed capital (or equity, or combination) and whether capital borrowings at the start of operations would be 
totally repaid within 10 years or 20 years.   
Given the results for these two tested variables, sensitivity has been found to be significant but not excessive.  
While ‘cost blowouts’ seem to be endemic to public projects such as this, it should be noted that the construction 
cost of $707m includes already a contingency of 20%, but that may well prove to be too little in reality.  However, 
no attempt has been made here to perform sensitivity analysis on potential ‘cost blowouts’ because necessary 

Table  S1 
CTT Estimates - Capital Metro Stage1 
Summary 1-Basic Estimate
Cost Component Notes Value

1 $M
PV O&M Contract = PV sum (Avail Payments) 2 939           
PV Capital Contribution of $375m in 2019 355           
PV Total Direct Cost of contracts to taxpayers) 1,294        
Ex-contract costs (2013-2019) 3 150           
PV Project Cost A   (PV Total Direct Cost + Ex-Contract costs) 1,444        
PV $Opportunity Cost on $355M 4 80              
PV Project Cost B (Project Cost A + Opportunity Cost) 5 1,524        
Notes:
1. All Present Values (PV) are at Base Date of 30 June 2016
2. Published PV (2016) figure
3.  Ex-contract costs incurred by Government agencies (2013-2019)
4. Opportunity cost of Capital Contribution not paying all of $707m
5. PV Total Cost to taxpayers of Stage1.
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research has not been done to permit it.  Note that the published Contract Agreement, albeit redacted, provides 
precise formulae for escalation of costs using agreed values for the CPI and WPI, the latter of which is invariably 
significantly higher than the prevailing CPI, and for movements in interest rates on capital borrowings or for return 
on equity.  It should be clearly noted that costs cited herein are absolute minimums – they can go only up from 
here! 

Subsidies 
Given that the ACT Government accepted the patronage (passenger) risk from the outset, the O&M Contract Price 
is total subsidy.  Net subsidies have been estimated and are summarised in Table S2.  Note that these figures are 
after adjustment of prospective revenue from fares.6  Other revenue, eg from advertising, is rather negligible so 
have been ignored here.   
Table S2 provides for three estimates of fare revenue over 20 years.  PV$132m is based on the net fare and 
patronage levels given in Table 46 of the Business Case.  The Business Case cites a net fare of $1.01 (2014) but a 
PV of $1.05 in 2016.  The second assumption of $81m (2014 prices) is also taken from Table 46 of the Business 
Case and is the figure accepted by the AG report Reference H).  Calculations use PV$84.60m (present value of 
$81m).  The third case assumes zero revenue, given that independent analysts believe that tram patronage would be 
less than for current buses and that one could argue that net revenue could be taken as being zero.   
The average subsidy per passenger is very substantial, being from some PV$10.41 to PV$11.46 (depending on 
assumptions).  This translates into an average annual burden on ACT households of from PV$333 to PV$372 and a 
total average burden of some PV$6,670 to PV$7,441.  While these sums may not be all recovered through rises in 
household rates, the taxpayer will undoubtedly bear the total burden, one way or the other, whether through rates, 
sacrifice of infrastructure budgets or by further government debt. 
On this point, Minister Corbell and the Chief Minister claim that the Capital Metro Stage1 is affordable, the cost 
being only about 1 per cent of projected budgets.  While that may be so, it does not tell the real truth of the matter 
in that the cost of Stage1 represents about 16 per cent of the Infrastructure and Communications component of the 
budget (see ACT Budget paper 3, Table 4.1.1).7  What Labor government would sacrifice health, education or any 
other part of the budget to pay for the tram?  Only the Infrastructure and Communications component will have to 
make room for the tram in future budgets. 
 

 

                                                      
6 Note that the PPP contractor would be responsible only for collecting fare revenue in accordance with the operations contract, 
but then pass it to the Government, which bears all patronage risk.   
7 Stage1 is only about 15 per cent of the planned Canberra-wide network (about 79km), which could cost over six times that of 
Stage 1,ie a direct cost of about PV$7.8 billion.  Such a cost would be over 6 per cent of the overall ACT Budget and consume 
virtually of the infrastructure budget.  

Table  S2 
CTT Estimates - Capital Metro Stage1 
Summary 2 -Subsidies
Cost Component Notes PV PV PV

1 $ $ $
PV Assumed Revenue 2, 3, 4 132M 84.60        -            
PV Subsidy per passenger 5 10.41        10.81        11.46        
PV Cost per household pa (annual average) 6, 7 333.50     350.00     372.00     
PV Cost per household (20y average) 6, 8 6,670        7,005        7,441        
Notes:
1. All Present Values (PV) are at Base Date of 30 June 2016
2. CTT calculation - $132M assumes a net fare of PV$1.05
3. BCaseTable 46  - assumes fare revenue pa PV84.6 = $81M in 2014
4. Assumes zero net revenue, as some analysts believe
5. Assumes 6.3m passengers pa (Business Case figure)
6. Assumes 194,000 households (average 2019-2039) (Treasury statistics )
7. Average total costs of Stage 1 per household, irrespective how paid for.
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What is still unknown? 
Because there are still several unknowns about the financial arrangements built into the PPP contracts (not yet 
made public themselves), costs may well vary from what has been determined here.  It is certain, however, that real 
contract costs will increase from $1.294 billion due to the probability of higher commercial interest rates8 on 
capital borrowings; effect of return on consortium equity (if any) and, possibly, undisclosed profit margins.      
Relevant information still not available to the public at this point, for which assumptions have been made, are:  

• commercial interest rate on borrowings, and how these may change under the contract, 
• return on any equity component provided by consortium members, 
• valid escalation/discounting indexes to be applied under the contract, 
• the exact repayment period for borrowed capital, whether 10, 20 years or other figure; and 
• the exact split in the APs between repayment of capital and interest and the O&M component, over each of 

the 20 years. 
Taxpayers will not know the true situation until full financial details of the contract, specifically those listed in the 
forgoing paragraph, are made public or the progressive costs become evident in ACT budget papers in years to 
come.   
Unless the Government allows the CMA to discuss financial details of the contract with independent analysts, what 
real information there may be in the References and future budget papers is insufficient for the public to form a 
reliable judgement about this investment.  That is not good enough!  

Auditor-General’s Report 
The ACT Audit Office (AAO) has conducted its audit into the Light Rail Project (Capital Metro Agency) 
(Reference H) and the Auditor-General (AG) tabled the report in the ACT Assembly on 16 June 2016.  
CanTheTram Inc (CTT) had made a detailed submission to the AG on 16 September 2015. 
With only one significant exception, the criticisms made by the AG of the Capital Metro Stage1 project are agreed 
and CTT takes those criticisms as vindication of the critical position taken over the past two years by it, its 
members and many supporters.   
In particular, the following AG’s criticisms are fully supported: 

• 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 for dis-benefits (i.e. 

negative side effects and consequences arising from the project) to 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; 

• how the Government has not but should accurately and transparently report the actual costs of delivering 
the Capital Metro Light Rail Project; 

                                                      
8 Note that interest rates in Australia are at record lows and can only go up from here over the next 23 years of the contract. 
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The one disagreement with the AG’s report is that it apparently accepts the Government’s erroneous procedure of 
discounting planned APs to the PPP Contractor at a discount rate of 7.52 per cent [assumed interest rate] instead of 
at an assumed inflation/cost escalation rate, to obtain a PV in 2016 of $939m as the contract value, including the 
Capital Contribution of $375m.  The real direct cost to taxpayers for Stage 1 is estimated at an absolute minimum 
of PV$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 and without any external 
pressure to put the project in the best light possible and one at the minimum apparent cost to taxpayers.   
Minister Corbell issued a media release (Reference I) on 17 June 2016, claiming the AG report supported the 
project, latching onto one of the few positive things the AG had to say about the project, namely that “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 Metro Agency to be able 
to meet the challenges of implementing light rail in the ACT”.  Otherwise, Minister Corbell failed to mention any 
of the 11 criticisms cited above. 

Conclusion 
The Government has continually claimed to date that Stage1 will cost only PV$939m, but that is only the sum of 
annual availability payments.  However, to obtain the total, direct cost to the taxpayers of construction and 20 years 
of operations, one must add the ‘down payment’, ie the Capital Contribution of PV$355m ($375m  in 2019), to 
obtain a minimal PV$1.294 billion.  
If one adds other costs attributable to but excluded from the contract, ie project related expenses incurred by the 
CMA and other government agencies, estimated at $150m for the period 2013-2019, the cost rises to at least $1.444 
billion. 
Then adding to this some PV$80m in ‘opportunity cost’ due to the Government not making a Capital Contribution 
of the full $707m, the overall cost rises to PV$1.524 billion, a long way from PV$939m.   
Subsidies per passenger would be substantial, being some PV$10.41 to PV$11.46 for every passenger that ever 
rides the tram.     
Unless the Government allows the CMA to discuss financial details of the contract with independent analysts, what 
real information there may be in the References and future budget papers is all that the public is ever going to 
know.   
The AG of the ACT has severely criticised the project, contrary to the best light that Minister Corbell has tried to 
put on it via a subsequent media release. 
If the Government insists that PV$939m is all the taxpayers have to pay for Capital Metro Stage1when the Total 
Direst Cost is PV$1.294 billion, it would be seriously misleading the public.  
 
 
 
(M.R. Flint) 
Vice-Chairman and Treasurer 
CanTheTram Inc 
 
Canberra, 20 June 2016
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Annex A to 
CMetro Stage1 PPP Contract_CTT estimates_Summary 16Jun16_x.x 

Glossary 

Term Definitions (for the purposes of this document) 
AAO ACT Audit Office 
AG Auditor-General of the ACT 
AP Availability payment to the PPP contractor 
Base Date An agreed date to which future costs and revenues are discounted, in this case, June 2016.  
Business Case The Capital Metro Stage1 Business Case, 30 October 2014 
Capital Contribution That part of the contracted construction cost paid for by the Government upon successful 

completion of construction. 
CMA Capital Metro Agency 
CPI Consumer price Index (a measure of inflation) 
CTT CanTheTram Inc 
Discount Rate (%) The percentage rate assumed to reduce a series of nominal values to a Present Value at a 

given Base Date.   
Note that, in comparison of competing investments, Net Present Value (NPV) analysis 
discounts futures costs and revenues at an assumed, average interest rate (or range 
thereof). 
However, to determine the Present Value of a series of nominal values for the chosen 
option, one must discount at the known or assumed, average inflation/escalation rate (or a 
weighted combination thereof).  It patently in error to discount these figures at the 
assumed interest rate.  

Inflation/Escalation 
indexes 

Percentage indexes and respective values written into a contract to provide for escalation 
of the costs of labour and materials.  The CPI and WPI are provided for in the two Stage1 
contracts. 

Nominal value A cost or revenue realised at a future date. 
O&M Operations and Maintenance, being the operations and logistics functions, over 20 years, 

for Capital Metro Stage1. 
Opportunity Cost In this case, the cost to taxpayers of the Government not having made a Capital 

Contribution equal to the full construction cost, instead of a lesser sum.  
Present Value () the value of a future cost or revenue, discounted to a Base Date at a given Discount Rate 

(%). 
Project Cost A Total Direct Cost of the contracts plus costs incurred by Government agencies related to 

the contract. 
Project Cost B Project Cost B plus the Opportunity Cost. 
Public Private 
Partnership (PPP) 

A public–private partnership (PPP, 3P or P3) is a government service or private business 
venture that is funded and operated through a partnership of government and one or more 
private sector companies [Wikipaedia] 

Redaction/Redacted The suppression of sensitive content of a document made public. 
Sensitivity analysis The testing of assumptions underlying project estimates to establish the cost risk profile of 

an investment.  
Subsidy The losses in a Government enterprise that taxpayers have to pay. 
Total Direct Cost of 
the contracts 

The Contract Price plus the Capital Contribution made by the Government (in Present 
Values).  

WPI Wages Price Index; the agreed index for escalation of labour costs over time.  
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