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Background

The planning and delivery of assets and infrastructure is often complex. There is empirical evidence an early
announcement of a project without sufficient planning can contribute to significant time and cost over-runs
and poor outcomes. This is particularly valid for complex and/or high-risk projects where detailed work is
required to confirm requirements and understand risks.

The Grattan Institute report, 7he rise of megaprojects: counting the costs, ' establishes that premature

announcements are a major risk factor in cost overruns, with projects exceeding the original announced

budget by an average 21%. The report noted:
"An announcement is premature when a government or opposition announces it will build a project
for a particular cost, but the project does not yet have the regulatory and/or financial approvals
that constitute a technical commitment, and which are needed before it can actually proceed.
Premature announcements of this kind are not the norm. They occur about one third of the time,
but they have been responsible for more than three quarters of the cost overruns over the past
two decades...”

Firm announcements concerning project costs or timeframes should only be made after sufficient
investigative and planning work has been undertaken, consistent with the stage of the project’s lifecycle.
This is important to provide confidence to the community and market that the project is viable and will
deliver on its intended outcomes and is progressing appropriately for genuine stakeholder engagement. It is
typically not until a contractor has been selected to deliver the project and a contract executed that the
overall budget can be identified with a high degree of certainty. Even when the contract has been awarded,
some details may still require resolution, for example some:

e projects require further technical investigations, detailed design, planning work, and approvals;

e contracts involve ongoing collaborative open-book costing of specific elements; and

e risks that may be identified could be difficult to quantify with a high degree of certainty until works
commence, such as underling site conditions.

However, agencies should focus on ensuring that sufficient work is undertaken to define the scope,
understand risks and undertake probability modelling so that appropriate contingencies can be applied to
provide a level of confidence on cost.

The UK government’s Infrastructure and Projects Authority (IPA) has established an Infrastructure Delivery
Taskforce. The IPA, published in July 2020 principles-for-project-success, contains principles to guide
projects through the project lifecycle, with particular emphasis on front-end loading activity to drive success,
with the key components provided in the diagram below.
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Infrastructure SA Guide to Infrastructure Announcements

ISA has produced this Guide to Infrastructure Announcements (the Guide) based on Infrastructure
NSW’s (INSW) "“Infrastructure Projects-A Guide®”*.

The purpose of the Guide is to assist government and other stakeholders to manage the release of project
details by linking the stages of project development with the level of detail that may be confidently provided
to a wider stakeholder audience at each stage.

Presented in a tablular format, the Guide reflects the 154 Assurance Framework. Example messages related
to time, cost and scope are provided and can be further enhanced by providing the benefits and outcomes
to be achieved at each project stage.

The guiding principles of the Guide are as follows:

Confidence in scope, cost, time and benefits, increases as a project progresses through its lifecycle.

Any announcements on projects should not imply a level of certainty beyond the level of work it
supports.

Early commitment to a fixed outcome or scope can undermine the project teams’ assessment of
alternative investment options, which limits the ability to identify the best value for money option.

Premature provision of detail on solutions, scope, costs and timeframes may lead to disappointment
in the community, undermine confidence and lead to the perception of poor management and
potential overruns.

Where specific detail is not yet available there is still useful information that can be provided to the
public.

It is better to ‘under-promise and over-deliver; i.e. to exceed expectations.

While the Guide is applicable to all infrastructure projects irrespective of size and complexity, it is particularly
useful in its application to projects that are complex, high-risk and environmentally or community sensitive.

For further information, please contact:

Jeremy Conway
Chief Executive
Infrastructure SA

(08) 8226 5901
infrastructure@sa.gov.au

4 Information On Infrastructure Projects Guide
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Project Stage — Project Initiation and Justification

What happens at this stage and what reliable information is available?

A “project” at this stage is an idea that an initiative is required to solve a problem or need.

Generally, there is a case for change, an investment need underlying the initiative, and identification of proposed
benefits, objectives and outcomes are conceived, which can be shared.

There should not be an automatic assumption that new infrastructure is the solution.

It is too early to estimate cost or delivery timeframes with any degree of accuracy as the project is still in its infancy
and being developed.

It is important to utilise stakeholder engagement to confirm the need, expectations, desired outcomes and benefits.

The ISA Strategic Assessment Template provides guidance relating to information typically available at this stage.

What can confidently be said about:

Scope Cost Timeframe

— Explain the aim and need that - Be clear on the commitment of funds — Communicate that the
government is trying to address. for early planning and investigation timeframe for completion of the

—  Set out potential concepts and works only. project will be further explored
options that will be considered. -~  Avoid the temptation to make in the next stage of planning.

—  Take care not to imply a specific assumptions relating to capital costs — Indicate when more information
solution to the need or any or additional budget allocation at this might be available following the
certainty to costs or timing. stage. next stage of planning.

—  Outline any potential —  Explain further work and analysis will
community or stakeholder be undertaken before a specific
engagement requirements solution will be identified.

Example messages

o Government has recognised that the growing population in [Area] may mean that the demand for schools may
reach the area’s maximum capacity in [YEAR]. If unaddressed, children may not be able to attend their local
school and they may need to travel longer distances to attend school.

o The Department’s priority is to understand the scope and scale of the problem. We are committing [$XXX] to
further investigate the matter, engage with the community and explore various infrastructure and non-
Infrastructure options. These options will then be assessed from a social, economic, environmental and financial
sustainability lens.

o This initial work will be completed in [quarter, YEAR]

o (Should the project not proceed past project justification) Government has thoroughly investigated the matter and
can confirm that no further work is required at this stage but the area will continue to be monitored to ensure
children have access to good schools.
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Project Stage — Gate 1: Options Analysis or Project Feasibility

What happens at this stage and what reliable information is available?

At this stage, the project need and intended outcomes should be confirmed. A range of feasible options should be
identified and analysed; however, further work is required to determine the preferred option, its scope and delivery

approach. Sometimes this early analysis may be referred to as a “strategic”, “preliminary” or “outline” business case;
however, this can imply a greater level of certainty than the work merits and should be avoided.

Planning, technical and environmental investigations are unlikely to be completed and may impact on the project
options.

Any cost estimates and delivery timeframes are indicative and should be used for comparative purposes only and not
be regarded as definitive. Due to lack of information an informed decision should not be made.

It is important to utilise stakeholder engagement to gain feedback, support or opposition to the options without
implying a preferred solution.

The ISA Options Analysis Template provides guidance for information typically available.

Should the project be abandoned at this stage and the original problem unresolved then specialist communications
advice should be sought.

What can confidently be said about:

Scope: Cost: Timeframe:
—  Confirm the problem to be —  Confirm commitment to fund the next — Confirm the timeframe for
solved and the intended stage of investigation and evaluation. finalising this stage.
outcomes. —  Treat project cost estimates with — If delivery timeframes are
— Outline the range of options that caution as they are unreliable at this provided, the level of detail
have been considered and that stage. should indicate the yearor half
—  Take care not to imply a specific estimates to a very broad range, quarters or months and that the
solution or any certainty to costs providing an indicative order of time frame will also be
or timing. magnitude to avoid implying any confirmed through further work.
— Broadly discuss the options and certainty.
their likely pros and cons. —  Should a capital budget amount be
announced, advise that it is an
estimate, could fluctuate and will be
determined through further
investigation.

Example messages

e Government has confirmed that school demand will likely exceed local school capacity in [Area] by [Date].
o A number of options have been identified and the following have been shortlisted as possible solutions...

o These options will be the subject of a full and detailed business case, which will be undertaken and delivered in
[half-YEAR/YEAR] to ensure the government and the community have appropriate, realistic and deliverable
options.

o Consultants have been appointed to assist with the business case. As the business case progresses, further
community engagement will occur. Once the business case is completed and reviewed by Infrastructure SA
government will consider the recommendations.

o [t is expected that the business case will be completed in [quarter, YEAR]

Should the project not proceed past business case development

e Government has carefully considered the business case, and its options, and has concluded that at this stage no
option appears to fully meet government and community needs and therefore the project has been put on hold.
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Project Stage — Gate 2: Final Business Case and Investment Decision

What happens at this stage and what reliable information is available?

A Final Business Case includes the rigorous analysis of requirements, evaluates options and proposes a preferred
solution, including estimates of costs, time, benefits and a delivery approach.

The Final Business Case usually has a rigorous assessment of project needs including quantification of the risks and
sufficient contingency and risk allowances included to provide enough information for government to make an
informed decision including whether to commit funds and proceed to the next stage. At the point a commitment is to
be made, a realistic quantification of the risks must be undertaken, and sufficient contingency and risk allowances

included on top of the base estimate.

The project is still subject to refinement as the it progresses through detailed site investigation, regulatory approvals
and development, as it proceeds through into Gate 3.

There is still the potential for projects to be deferred, pending further development and reviews of budget, planning,
consultation, environmental, cultural or heritage matters.

In some instances, Government may wish to defer a decision to proceed with complex, high risk projects until post
approval, consultation processes and detailed technical investigations to ensure a reliable cost estimate supports the
decision to proceed. Market forces including escalation, resource and supply chain availability may also support a
deferral until such time as the market is more favourable.

The ISA Business Case Tempiate provides guidance for the information typically available at this stage.

What can confidently be said about:

Costs:

Scope:

— Re-confirm the problem being
solved and the intended
outcomes.

— A final business case has been
completed which identified a
preferred option.

— Explain the feasibility of the
preferred option will be
progressed through further
detailed design, environmental
assessment, community and
industry engagement and
approvals.

— Acknowledge known risks and
trade-offs.

Confirm the Government’s
commitment to seeking a solution
and funding a realistic and cost-
effective option.

If the decision to announce the
budget is being deferred explain that
the budget will be better understood
once the project has progressed
through further detailed design, site
investigation, community consultation
and planning approval.

If the project budget is announced be
clear that it is the total budget
allocation rather than just the
construction cost to avoid confusion.

Timeline:

—  Provide indicative timeframes for
planning, design, procurement
and approvals.

— Communicate the final delivery
strategy and construction
timeframes as determined
through industry engagement.

-~ Avoid announcing specific
months for completion until
further work is completed and
the procurement, design and
approval processes are
complete.
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Example Messages

o Government has confirmed that it will invest [$XXX] for [Project] to meet the growing local community’s future
school needs.

o A wide range of options had been identified but the preferred option is a new school located at [site] to be open
for student intake in [YEAR].

o Benefits arising from this project include:

o # of jobs created during and after construction o Local industry participation
o Innovation opportunities o Local community benefits
o Place-making and city-shaping. o Improved educational facilities.

o Government has commenced detailed design and will be seeking approvals through [describe planning process].

o Throughout the delivery of the project Government will continue to engage with key stakeholders and the
community.

o Government expects that all necessary approvals will be gained by [quarter, YEAR].
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Project Stage - Gate 4: Readiness for Service

What happens at this stage and what reliable information is available?

The project is practically complete, commissioned and ready for service.
The precise public opening date depends upon successful testing and commissioning activities.
There is a high level of certainty in final outturn costs.

However, there are often some contractual claims that require resolution and usually defects that need to be addressed.

What can confidently be said about:

Scope: Costs: Timeframe:
—  Scope, project deliverables and —  Outturn cost compliance with the |~ Nominate a target opening date
benefits are now well known and approved budget, subject to any [Month/Quarter].
can be confirmed. outstanding matters or claims, can  _ Announce opening date following
be confidently provided. final testing and commissioning.

Example messages:

e Government is pleased to announce that [Project] will be officially opened in [Month] and has delivered on all its
projects requirements creating high quality infrastructure that will meet the needs of the community for many years
to come.

Reiterate the benefits, especially around job creation, local industry participation and community outcomes.

" Terrill, M., Emslie, O., and Moran, G. (2020). The rise of megaprojects: counting the costs. Grattan Institute
i IBID p19

iii principles for project success - GOV.UK (www.gov.uk)

W Information On Infrastructure Projects Guide
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Contact

Infrastructure SA

Level 15, Wakefield House
30 Wakefield Street
Adelaide SA 5000

GPO Box 2343
Adelaide SA 5000

T +61(0)8 8226 5901
E ISAAssurance(dsa.gov.au

No responsibility for any loss or damage caused by reliance on any of the information or advice provided by
or on behalf of the state of South Australia, or for any loss or damage arising from acts or omissions made,
is accepted by the state of South Australia, their officers, servants or agents.

Produced by Infrastructure SA © February 2023.

Content correct to the best of Infrastructure SA’s knowledge at time of printing.

Acknowledgment of Country
Ngadlu / Ngai tampinthi ngadlu Kaurna Miyurna yartangka. Munaintya puru purruna ngadlu-itya.
Munaintyanangku yalaka tarrkarriana tuntrri.

We acknowledge we are on Kaurna Miyurna land. The Dreaming is still living. From the past, in the present,
into the future, forever.

infrastructure.sa.gov.au
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