1 Major projects are
those where the capital
cost of asset creation

was €20 million or more.

31

3.2

3.3

3.4

Financial Commitments under Public
Private Partnerships

A public private partnership (PPP)is a contractual arrangementbetween publicand
private partners for the delivery of publicinfrastructure and/or public services.
Commitmentsunder PPPs give rise to financing obligations usuallyextending over 25 to
30 years.

This report has been compiled to provide information aboutthe financial commitments
enteredinto by central Government departments and agenciesin respectof PPP
contracts.

A requestfor information was issued to each department/agencywith commitments
under PPP contracts. Information soughtincluded expenditure to date, estimated
commitments under PPP projects, and information on significantdevelopmentsin 2012.
The Departmentof Public Expenditure and Reform and the National Development
Finance Agency (NDFA) were also consulted.

Summary of Expenditure and Commitments

Annex A lists the major PPP projects, as at end December 2012, in respectof which
central Government departments and agencies had entered into contracts as the
sponsoring agency, or otherwise had financial commitments to the projects.1 A
summaryof expenditure and outstanding commitments atthe end of 2012 is setoutin
Figure 3.1.

Fgure 3.1 Expenditure and commitments under PPP contacts at end 2012, by sponsor

Department/Agency Number of Expenditure to date Outstanding

projects commitment

Pre 2012 In 2012
€m €m €m

Education and Skills 6 255 49 1,446
Courts Service 1 58 22 542
Office of Public Works 1 95 52 610
National Roads Authority 10 1,287 142 1,556
Environment, Community and 20 653 26 3
Local Government®
Total 38 2,348 291 4,157
Source: See Annex A
Notes: a Amounts shown in relation to projects sanctioned by the Department of Environment, Community and

Local Government are the contributions by the Department towards the capital cost of the local
authority PPP projects. They do not include expenditure under contracts by the relevant local
authorities, or the outstanding commitments that will hav e to be met by the local authorities from their
own future budgets.
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Expenditure in 2012 under PPP contracts amounted to €291 million. Total expenditure
to the end of 2012 was justover €2.6 billion and estimated total outstanding
commitments were nearly€4.2 billion. The total Exchequer expenditure in respect of
PPPs that had been contracted by the end of 2012 is therefore projected to be €6.8
billion.

New PPP Projects
Third Schools Bundle Project

In November 2012, the contract for the 'Schools Bundle 3' project was awarded to BAM
PPP PGGM Infrastructure Cooperatie. The consortium is ajointventure between BAM
PPP, part of a multinational construction services group based in the Netherlands and
PGGM, a Dutch pension fund administrator.

The projectinvolves construction of eightschools on seven sites. Second level schools
are being constructed in Donegal, Leitrim, Limerick, Waterford, Westmeath and
Wexford. In addition, a primary school and a secondaryschool are being constructed on
a single campusin Doughiska, Co. Galway. When construction is complete, the schools
will provide accommodation forapproximately 5,700 students. The due date for
operational service ofthe first school is November 2013, with all schools planned to be
operational by April 2014.

The projectwas notified to the marketin August 2010 with invitation of expressions of
interest. Expressions ofinterestwere received from four candidates, three of whom
were shortlisted. All three shortlisted candidates subsequentlysubmitted tenders.

The view of the NDFA is that the tender and evaluation process on the projectwas
robust. The time from tender submission to the award of the contract was 16 months.
The NDFA stated that the preferred bidder stage was prolonged due to planning issues,
funding challenges and difficult marketconditions. It stated that the value for money
testing confirmed thatthe project represented value for money at contract award stage.
It considers thatthe results ofthe value for moneytesting of the final deal should notbe
published as to do so could compromise its negotiating strategyand be detrimental to
achieving optimal outcomes for other bundles currentlybeing procured.
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PPP Projects in Development

The current status of projects that had yet to reach contract stage by the end of 2012 is

setoutin Figure 3.2.

FHgure 3.2 Current status (at end June 2013) of PPP projects in development

Education projects

Schools Bundle 4: Six schools on
five sites in Clare, Cork, Kildare,
Louth and Tipperary

Schools Bundle 5: Five schools and
one further education college on
four sites in Wexford, Wicklow,
Meath and Carlow

Dublin Institute of Technology,
Grangegorman campus

Transport projects

N11 Arklow -Rathnew and
New lands Cross

N17/N18 Gort-Tuam

N25 New Ross bypass
M11 Gorey-Enniscorthy

N6 Galw ay City bypass

Health projects

Primary Care Programme

Justice projects

Courts Programme

Garda Programme

Project stage®

Market stage

Market stage

Pre-market stage

Contract

Preferred bidder

Market stage
Market stage

Pre-market stage

Pre-market stage

Pre-market stage

Pre-market stage

Current status

Pre-qualification stage. Expressions
of interestreceived fromconsortia
and evaluation in progress.

Pre-qualification stage. Expressions
of interestreceived fromconsortia
and evaluation in progress.

Planned to go to market in the last
quarter of 2013.

Contract agreed in April2013.

Preferred bidder announced October
2011. The National Roads Authority
aims to sign this contract by the end
of 2013.

Pre-qualification stage.
Pre-qualification stage.

Project on hold, pending the
resolution of planning issues.

Planned to go to market in the last
quarter of 2013.

Planned to go to market in the last
quarter of 2013.

Planned to go to market in either the
last quarter of 2013 or the first
quarter of 2014.

Source:
and Equality .

Note: a

NDFA, Department of Education and Skills, National Roads Authority, HSE, Department of Justice

The main stages for PPP projects in development are pre-market (viability of PPP approach has

not been confirmed), market (contract is out to tender) and preferred bidder (one tender has
been selected and negotiation on the contract is underway ).
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Management of Operational Projects - Developments in 2012
The Criminal Courts Complex

In managing a PPP contract, the public sector partner mustensure thatagreed services
are provided by the private partner to the required standard. The Criminal Courts PPP
contract specifies penalties thatmay apply in the event of the unavailabilityof all or part
of the complexor failure to meetother specified service levels.

In January 2012, the Courts Service imposed a deduction of€204,000 (including VAT)
on the monthlypaymentto the private sector partner, which represented about 1% of
the contract payments for that year. The deduction related to the unavailability of the
Criminal Courts of Justice complexfor one day in October 2011, due to a flooding
incidentin an underground plantroom. The Courts Service did not accept the private
sector partner's contention that the unavailabilityprovisions ofthe contract did not apply
because an emergencyevent had occurred.

As provided for underthe contract, the Courts Service also instructed the private partner
in 2011 to carry outa benchmarking exercise in respectofcertain services (primarily
cleaning and security) being provided under the PPP contract. Following the
benchmarking exercise, the Courts Service negotiated an 8% reduction in the costs of
these services atthe Criminal Courts complex. This has led to annual savings of
€163,000 (including VAT) on the contract paymentwith effect from 2012.

National Convention Centre

Treasury Holdings is the ultimate owner of Spencer Dock Convention Centre Dublin Ltd
(SDCCD),whichis the special purpose vehicle setup to undertake the National
Convention Centre PPP project. The contracting authority for the projectis the Office of
Public Works (OPW).

Treasury Holdings wentinto liquidation during 2012. The TreasuryHoldings
shareholding in SDCCD is currentlyheld by the liquidators. The liquidators have
informed OPW that they have been made aware of some interestin the shares butthere
are no firm plans atpresentfor any change in ownership. Any proposed sale or transfer
of the shares would have to be notified to OPW.

OPW has stated that the liquidation of Treasury Holdings has notimpacted on the ability
of SDCCD to trade and there have been no changes to the terms ofthe contract, as of
June 2013.

Education Sector Projects
Chapter 12 of this report examines the control of expenditure on operational PPP

projects inthe education sector. In particular, it considers the adequacyof controls in
place in respectof price indexation, service performance and benchmarking.



1 See Chapter 28
Accounts of the National
Treasury Management
Agency .

2 The Public Spending
Code is the set of rules
and procedures that apply
to ensure that expenditure
appraisal and value for
money standards are
upheld across the Irish
public service.
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PPP Programme Management
National Development Finance Agency

The NDFA has the statutory role of financial advisor on all PPP projects in development
It also has responsibilityfor the procurementand delivery of PPPs, except for projects in
the transportsector and local authority projects.

The DepartmentofFinance is currently preparing legislation which will provide fora
number of changes to the organisational structure ofthe National Treasury
ManagementAgency." Underthe new model, the functions of the NDFA will continue as
before with a revised governance structure in place.

Post Project Review of PPP Projects

Underthe Public Spending Code issued bythe Departmentof Public Expenditure and
Reform,itis the responsibilityof the projectsponsorto ensure thatpostprojectreviews
are carried out for all capital projects valued in excess of €20 million.” This requirement
applies regardless ofwhether the project was procured through PPP or by traditional
procurement.

The aim of postprojectreviews is to draw lessons for the future. The Public Spending

Code states that the reviews should be undertaken once sufficienttime has elapsed to
allow the projectto be properly evaluated, based onreliable evidence inrelation to the

flow of costs and benefits. Postprojectreviews should consider both the appraisal and
management procedures employed and the projectoutturn.

The aim of reviewing the appraisal and managementproceduresis to determine
whether experience shows thatany stage of the projectcould have been done better
and any lessons learntapplied to later projects.

The aim of reviewing the projectoutturn includes determining whether
= the basis onwhich aprojectwas undertaken proved correct
= the expected benefits and outcomes materialised

= the planned outcomes were the appropriate responses to actual public needs.

The Department's guidance on postprojectreviews is setoutin the context of traditional
procurementprocedures. There are no separate guidelines for carrying out postproject
reviews in respectof PPP projects.

Individual departments/agencies and the Departmentof Public Expenditure and Reform
were asked for details ofany postimplementation evaluations or reviews thathave been
carried outin respectof PPP projects. Responsesreceived indicated thata number of
reviews are currently in progress.

=  The Central Expenditure Evaluation Unit of the DepartmentofPublic Expenditure
and Reform is conducting a policy assessmenton the compliance with the VFM
procurementmodel for PPPs in relation to water projects in the local authority
sector.

= The DepartmentofEducation and Skills is conducting a review of the Pilot Schools
PPP project, which became operational in 2003. This review is expected to be
completed by end 2013.



1 See Report of the
Comptroller and
Auditor General on
the Accounts of the
Public Services
2008, Chapter 17.
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= The National Roads Authority indicated that reviews of a number of roads schemes
are in progress and will be available later this year.

Review of the Criminal Courts Complex

A postproject review of the Criminal Courts PPP project, conducted on behalf of the
Courts Service, was completed in October 2012.

The Courts Service has undertaken the postproject review promptly. The review has
been able to identify usefullessons, in terms of process, for future projects.

The review recommended thatthe Courts Service should measure the efficiency
savings created by the project after 12 months of normal operation e.g. effect on court
waiting times, costsavings etc. As previouslyreported, while the business case for the
Criminal Courts projectidentified benefitsin qualitative terms, more could have been
done priorto launching the projectto quantify the expected business benefits.! This will
presentdifficulties for any postproject review of the extent to which expected benefits
have beenrealised.

Post Project Review of the Criminal Courts Complex

In April 2007, the Courts Service entered into a PPP contract with a private sector
consortium to build a new Criminal Courts of Justice complexon a State-owned site at
Parkgate Street and to operate the complexfor a period of 25 years. In addition to the
developmentofnew court buildings, the scope of the contract included maintenance of
the buildings, waste management, traffic managementand some elements of security
and IT supportservices. The complexwas ready for use by the Courts Service in late
2009 and became fully operational by January 2010.

A postproject review was completed in October 2012. The stated overall aim of the
review was to determine whether any stage of the Criminal Courts projectcould have
been done better and any lessons applied to future projects. The review approach
concentrated on assessing the processes used rather than the outcome of the project
in terms ofits impacton court business.

At anoverall level, the review concluded that the projectobjectives had all been
realised within atimeframe appropriate for a PPP project of its complexity. It
concluded thatthe project processes had been satisfactory.

It also suggested thatfurther analysis should be carried outto assess the operaional
impacts resulting from the delivery of the project.

In terms of learning lessons, the review included recommendations for the PPP
process.Some ofthe recommendations were specific to the projectbut others have
more general applicabilityincluding

future projects should reportagainsta benefits realisation plan and strategy

an 'issueslog'should be produced and maintained to record details of key
decisionsinasingle document.




1 See Report of the
Comptroller and Auditor
General on the Accounts
of the Public Services
2011, Chapter 6.
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Programme Monitoring and Reporting

| previouslyrecommended thatthe State's financial commitmentsin respectoflegally
binding PPP contracts should be reported in the annual Finance Accounts.®

The Departmentof Finance accepted the recommendation. The form and content of
informationin respectof PPP commitments is being considered in the context of a
broader revision of the Finance Accounts and central governmentfinancial reporting.

Conclusions and Recommendation

Cumulative Exchequer spending on PPP projects had reached over €2.6 billion by the
end of 2012. The estimated outstanding commitments in respect of PPP contracts in
place were nearly €4.2 billion.

It is importantthat contracts for PPP projects are managed effectively over their lifetime
to ensure that value negotiated during contractdevelopmentis actuallydelivered.
Benchmarking provisionsin PPP contracts provide an opportunity to secure savings in
respectof contract services, where the marketprice for those services falls below the
contracted rate. The Courts Service secured annual savings ofover €160,000 on
contracted services at the Criminal Courts complexthrough abenchmarking exercise
conducted in 2011.

Recommendation 3.1: In view of the potential savings across all PPP projects,
the Departmentof Public Expenditure and Reform should remind project
sponsors ofthe importance of engaging in periodic benchmarking for contracted
services where this is provided for in contracts.

Accounting Officer's Response: Agreed. My Departmentwill communicate to
the relevant departments the importance and benefits of conducting periodic
benchmarking. However, it remains the responsibility of the individual
departments and agencies to ensure benchmarking is conducted.
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Annex A Expenditure and outstanding commitments, at end 2012,
on large PPP contracts, by sponsor and project

The following table lists the individual projects reported bythe respective departments
and agencies. Only projects with an estimated capital developmentvalue of €20 million
or more are included. All amounts include VAT (unless otherwise stated).

A summaryoutline ofthe individual projects contracted up to the end of 2008 was
included in the Comptroller and Auditor General’s Reporton the Accounts of the Public

Services 2008 (pages 29 to 34). Summaryoutlines of other projects were included in
the report on the year of contract.

Financial Nature of PPP arrangements

The structure putin place to compensate the private sector partner for delivering the
assets and/or services can vary between projects. In manycases, the publicsponsors
of the project take on contractual commitments to make regular payments to the private
sector partner over the life of the project. In other cases, projects are designed on a
concession basis, wherebythe private sector partner receives some or all of the
compensation in the form of charges im posed on the users ofthe service.

Scope of PPP projects

The private sectorelements contributed to each projectare indicated as follows

D  Designofservicel/infrastructure

B Build/construct/extend/renovate capital assets

F Provide finance (e.g. provide/secure private equity and borrowing; collectuser
charges)

(0] Operate assets (e.g.facilities management; employmentofservices staff)

M Maintain assets over contractlife.
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Figure A1 Expenditure and Commitments under PPP Contracts at end 2012

Sponsoringauthority/project
name

Scope of

project

Departmentof Education and Skills

Rilot PPP Schools Bundle
Maritime College

Cork School of Music

First bundle PPP schools
Second bundle PPP schools
Third bundle PPP schools
Sub total

Courts Service

The Criminal Courts of Justice

DBFM
DBFM
DBFM
DBFM
DBFM
DBFM

DBFOM

Departmentof Transport, Tourismand Sport/Office of Public Works

National Conference Centre "

DBFOM

Key project dates Expenditure
Contract signed Service Contract Pre 2012 2012 Future Projected total
commencement end com mitments @ expenditure
€m €m €m €m
November 2001 2002 2027 107.3 10.8 188.4 306.5
February 2003 2004 2029 71.5 8.6 116.2 196.3
September 2005 2007 2032 44.2 8.1 176.9 229.2
March 2009 2010 2035 18.3 9.0 237.5 264.8
June 2010 2011 2036 13.9 12.3 325.8 352.0
November 2012 2013/2014 2039 - - 401.2 401.2
255.2 48.8 1,446.0 1,750.0
October 2007 2009 2035 58.4 22.4 542.2 623.0
April 2007 2010 2035 95.2 51.7 609.7 756.6
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Sponsoringauthority/project

name

Scope of
project

Departmentof Environment,Community and Local Government®

Waste water treatment plants
Dublin Bayd

Wexford

Cork

Balbriggan/Skerries

South Tipperary

Dungarvan

Sligo

Donegal

Waterford

Portlaoise

Meath Villages”I

Mullingar

Castlebar

Bray/Shanganagh

Wicklow
Portrane/Donabate/Rush/Lusk
Tullamore

Letterkenny

Water treatment services
Clareville

Barrow Abstraction-Srowland

Sub total

DBOM
DBOM
DBOM
DBOM
DBOM
DBOM
DBOM
DBOM
DBOM
DBOM
DBOM
DBOM
DBOM
DBOM
DBOM
DBOM
DBOM
DBOM

DBOM
DBOM

Key project dates Expenditure
Contract signed Service Contract Pre 2012 2012 Future Projected total
commencement end com mitments @ expenditure
€m €m €m €m
March 2001 2003 2024 227.9 35 n/a 231.4
July 1999 2004 2026 18.4 — — 184
December 2001 2004 2027 68.1 — — 68.1
September 2004 2006 2028 19.3 — — 19.3
March 2003 2007 2029 13.4 — — 13.4
April 2004 2007 2029 12.2 — — 12.2
September 2006 2008 2030 17.0 — — 17.0
June 2006 2008 2030 25.2 — 25.2
September 2006 2010 2030 25.5 — 0.6 26.1
December 2006 2009 2031 20.1 — — 20.1
October 2007 2010 2032 231 1.9 n/a 25.0
April 2008 2010 2030 16.5 — — 16.5
September 2008 2011 2031 11.4 — — 114
September 2008 2011 2031 56.4 — — 56.4
September 2007 2009 2031 14.4 — — 14.4
February 2010 2012 2032 27.2 — 0.9 28.1
April2010 2012 2032 15.1 — 0.6 15.7
February 2011 2013 2033 13.7 7.8 0.8 22.3
December 2006 2007 2027 21.0 — — 21.0
April 2011 2013 2033 6.7 13.2 0.3 20.2
652.6 26.4 3.2 682.2
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Sponsoringauthority/project Scope of

name project
National Roads Authority ©

Kilcock/Kinnegad Concession
Dundalk Western Bypass Concession
Rathcormac/Fermoy Concession
Waterford City Bypass Concession
Limerick Tunnel' Concession
Clonee/Kells | Concession
Galw ay/Ballinasloe Concession
Portlacise/Cullahill Concession
M50 Upgrade ° DBFOM
Motorw ay Service Areas Concession

Sub total

Key project dates Expenditure
Contract signed Service Contract Pre 2012 2012 Future Projected total
commencement end commitments 2 expenditure
€m €m €m €m
March 2003 2005 2033 172 0.3 7.0 179.3
February 2004 2004 2034 2.8 0.2 3.7 6.7
June 2004 2006 2034 109.4 5.7 34.9 150.0
April 2006 2010 2036 118.6 9.5 72.7 200.8
August 2006 2010 2041 199.8 11.3 53.0 264.1
April 2007 2010 2052 3354 29.2 353.0 717.6
April 2007 2010 2037 183.1 55.6 137.1 375.8
June 2007 2010 2037 52.6 6.6 26.0 85.2
September 2007 2007 2042 65.8 23.6 868.6 958.0
October 2009 2010 2034 47.1 — — 47.1
1,286.6 142.0 1,556.0 2,984.6

Source: Listed departments/sponsoring agency provided information

Notes: a

b
c
d

The future commitments figure incorporates an assumed inflation rate of 4% for the pilot schools bundle, 2.5% for the Cork School of Music and 2% for all other contracts.

Expenditure pre-2012 and in 2012 includes the unitary charge plus VAT and rates. Future commitments include the unitary charge only .

Expenditure/commitments exclude those of local authorities.

The Department has not indicated future commitments in respect of these projects. Funding is under examination in the context of the final accounts. The projected total expenditure column

shows the currently approv ed grants.

National Roads Authority concession contracts include revenue share provisions that apply for the concession period. The revenue share is dependent on traffic volumes in the case of road
concessions and sales levels in the case of the motorway service areas contract. Authority expenditure figures are VAT exclusive.

Clonee/Kells and Limerick Tunnel provide for the Authority to make pay ments if trafficlev els fall under specif ied lev els. Expenditures to date include such pay ments. Traffic-related pay ments are

not included in the future commitments.

The M50 is tolled between Junctions 6 and 7. The revenue arising from the M50 tolling accrues to the Authority .



