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Executive Summary

2

Applications

Question

PRO Strategy

Impact

With the needs for resources and projects, how can the Queensland government and/or 

industry prioritise infrastructure investment over the next 10 years? 

Overview

Optimising Procurement
Long-term contracts reduce risk, secure 

pricing, and attract private investment 

in procurement.

1 2 3

15%
Increase in annual operating cash flows 

for infrastructure projects that 

implement PPAs 1

Climate
Australian aviation is under 

pressure to achieve net zero 

carbon emissions by 2050

Sources: Montel Energy (1), European Investment Bank (2) 

26%
Decrease in expenditure during planning 

phase when implementing PFI procedures 2

$802M
Decrease in Capital Expenditure by 

Eliminating Unnecessary costs through 

PRO implementation (Case Study)

Streamlining Governance
Reduce delays in infrastructure release to 

reduce private companies walking away 

from investment.

Strengthening PPP
PCOA reduces misallocation of risk, in 

efficiency and asymmetry within 

Public-Private partnerships.

Regulation
Introduce a PFI Act and Infrastructure 

Bureau to regulate the Australian 

Infrastructure sector to improve project 

completion.

Procurement
Establishing a regulated PPA 

market ensures cost certainty, 

attracts investment, and improves 

infrastructure delivery outcomes.

Options
Introduce PCOA, to address PPP 

issues and maximise mutual 

benefit for both parties.
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Key Infrastructure Challenges in Queensland Major Infrastructure Expenditure1

Unfinished Work at All Time High3Industry Drivers 2025-2035

Sources:  QLD Government (1), Australian Government (2), CSQ (3), EY (4), QLD audit office (5) 

Implications

Industry 
Response

Increased Infrastructure Costs due to supply chain disruptions 

post COVID – 19 has left many subject vulnerable to cost 

blowouts4. 

Recent Trade Protectionism of tariffs on steel are likely to 

further exacerbate already high supply chain costs, creating 

further uncertainty around costs of long-term projects.

Skilled labor shortage leading to poor financial and 

procedural management of projects5.
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Value of Work Yet to Be Done ($B) Walue of Work to Be Done ($B)

Net Zero 
Transition

2032 
Olympics

Climate 
Resilience

Population 
Surge

$8.1B in social and 
economic benefits 

for QLD1

Renewable 
infrastructure 

mandate2 

Streamlined 
approvals and 
procurement 

processes

Climate resilience 
a key 

consideration in 
builds

Increased transit 
and housing 

demand

Queensland 
Climate Adaption 

Strategy1

Preference of 
green projects

Increased 
funding to 

housing plans 
within QLD Gov

Queensland Infrastructure: Challenges, Costs, and Capacity Constraints
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Driving Investment through Purchase Power Agreements

4Recommendations

Renewable Energy 

Producer 

Purchase Power 

Agreement Private Customer 

Negotiated Fixed Price 

Electricity Supply 

3. Bid Solicitation 

Release tenders inviting 

private sector proposals 

2. Market Assessment 

Identify infrastructure gaps and 

investor interest areas

1. Policy Development 

Establish legal and regulatory 

foundations for PPAs

4. Bid Evaluation

Assess bids on price, jobs, and 

sustainability 

5. Contract Award

Select winner bidder and 

formalize PPA agreement 

6. Project Implementation

Ensure delivery, milestones and 

community compliance

Purchase Power Agreement Process PPA Market Implementation Statistics

32.8% 68%

Proposed Australian PPA Framework 

Cost reductions in renewable 

energy tariffs over a short 

period once market program 

implemented 2

Stakeholder Benefits from PPAs
Private Sector 

Government Sector 

PPAs provide guaranteed cash flows over the long term, 

reducing market risk and making projects bankable 

Investors are more willing to provide funding with PPAs in 

place to generate certainty boosts to IRR and NPV of 

projects 

Governments can use PPAs to directly support new renewable 

capacity aligning with their net-zero commitments 3

By securing private capital through PPAs, governments don’t 

need to fully fund generation infrastructure

Regulated 

Australian PPA 

Market 

Projected CAGR of Global 

PPA market demand, 

reaching a $7.65T market 
value 1

Sources: Dimension Market Research (1), World Bank Group (2), Energy Co (3) 
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PFI Act Proves Viable to Regulate Queensland Government

5Recommendations

Streamline Governance to Implement PFI Proceedings

The PPP/PFI Promotion Office, has jurisdiction over the PFI Act and 
is responsible for promoting PPP/PFI in Japan3 

Multiple Bureaus: MLIT is structured into several bureaus and 
agencies, including infrastructure responsible for different sectors of 
land use3 

1

2

Capital Expenditure Reduction

Selection

Basic Plan

Contract

Screening

A Basic Plan and PFI Feasibility 

Study is conducted by the 

appointed PFI Council/Committee2

Publication of Implementation Policy 

and thorough selection of a  Qualified 

Project to ensure streamlined planning2

After careful selection, the Tender 

is Announced, and Qualification 

Screening begins2

A Preferred Negotiator is appointed, a 

contract between the Public and Private 

Parties is signed, only after this does 

construction commence2

A Proposal is submitted after 

further planning, further screening 

continues2

Proposal

Decrease in expenditure when 

implementing PFI procedures 

in planning phase1

26%

24%
Decrease in time taken to 

produce contractual 

agreements1

3 National Land Planning: MLIT is responsible for creating and 
implementing land use plans, including urban development, 
environmental conservation, and disaster mitigation strategies3 
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Enhancing Public-Private Partnerships through Call and Put Options

6Recommendations

Put and Call Option Agreements (PCOA)Debunking PPP

A call option enables the 
government to “buy” the 
project contract from the 
private partner.

A put option enables the 
private partner to “sell” the 
project contract to the 
government.

Gives government the right, but not the 
obligation, to purchase PP stake
Mandatory buyout by the PP at a valuation 
based on remaining contract value

Executed via contractual clause that defines 
scope, pricing method, and transfer timeline.

Gives PP the right, but not the obligation, to 
sell its stake in the project to the government
Mandatory buyout by the government at a 
valuation based on DCF of remaining services

Executed via contractual clause that defines 
scope, pricing method, and transfer timeline.

Addressing PPP Issues with PCOA

Case Study Example

Sources: Centre for Independent Studies (cis.org) (1) UNSW Law Journal (2) HUNTON (3) 

1

2

2

2,3

2

2



Overview Recommendations Implementation Evaluation Conclusion

2025 2026 2028 20292027 2030 2031 2033 20342032

PPAs

PFI TRIAL

Market Optimised for Long Term implementationFirst 
Pilot bid 

PPAs 
tendered

Rollout Plan

1 Introduce PFI Act to 
Brisbane CBD Council 
Infrastructure projects, 
successively rollout 
Infrastructure Bureau

Develop policy guidelines 
to regulate private bidding 
for PPA, implement bidding 
process for new projects, 
optimise guidelines for 
long term market use

Assess PCOA feasibility for 
PPPs, develop framework 
with stakeholder input, 
begin trial projects with 
monitoring to refine and 
finalise approaches

2

3

Initial Feasibility 
Analysis

Policy Framework 
Developed

2035

Implementation

CBD PFI Rollout

Regulate

Introduction of PFI Act

Introduction of Infrastructure Bureau 

Trial Projects Begin 
Construction

Regulated Market for PPA distribution

Options Contract 
Finalisation and 

Rollout

Stakeholder 
Communication & 

Trial

Implementation and Monitoring
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Project Case Study- Sydney Light Rail

8Implementation

1
Purchase 

Power 

Agreements

PPAs enforce cost discipline, allocate risks 
clearly, and link payments to on-time project 
delivery.

Recommendations in Action

Significant Cost Overruns
Project costs escalated from an initial estimate to $3.1 billion, nearly 
doubling original projections 2

Construction Delays and Legal Disputes
Delays led to extended timelines and legal conflicts with contractors, 
impacting project delivery 1

Community and Business Disruptions
Extended construction periods adversely affected local businesses, 
leading to disputes overcompensation and community dissatisfaction.

Governance and Execution Failures

2

3
Put and Call 

Option 

Agreement

Project Overview 

Ambitious Urban Transport 
Expansion
Aimed to enhance Sydney's 
public transport by introducing 
a modern light rail system 
connecting key districts.

Integrated Network Design
Planned to reduce congestion 
and improve connectivity 
between the Central Business 
District (CBD) and 
southeastern suburbs.

Public-Private Partnership 
(PPP) Model
Executed through a PPP 
involving design, construction, 
financing, operation, and 
maintenance until 2036 1

Project Map1 

Sources: ABC News (1), NSW Transport (2)  

PFI Act and 

Infrastructure 

Bureau 

PFI Act would have ensured a thorough plan, both 
financial and operational, was developed well 
before implementation, Infrastructure Bureau 
would have streamlined organisation.

Using PCOAs to enhance risk management could 
have reduced sunk costs and delays by balancing 
risks and ensuring transparency, avoiding bitter 
legal dispute between parties.



Overview Recommendations Implementation Evaluation Conclusion

Financials

9Evaluation

NPV Comparison

• By implementing the PRO plan, the Sydney Light Rail project could 

have achieved a positive NPV 12 years earlier

Expected NPV

• Approved Budget of $2.104M (2015)1 

• $576M Compensation Payout after being sued by subcontractor 

for misinforming them about key parts of the project1

• $226.84M in Additional Expenses due to mismanagement 

blowing out the project cost to $3.1B 1

Project Mismanagement Costs

Sources: Audit Office of NSW (1), ATO Depreciation Rates (2)  

• 15% Increase in Net Operating Cash Flows, shortening the timeline to 

achieving a positive NPV through a PPA agreement

• 25.5% decrease in Capital Expenditure by eliminating unnecessary costs 

and completing appropriate diligence processes

• Elimination of $802M mismanagement costs by distributing risk evenly 

between key players in the contract

Recommendations in Action

NPV Analysis Key Statistics

NPV With 

Recommendations

NPV Without 

Recommendations

Assumptions

6.15%
Assumed discount 

rate

6.67%
Assumed 

depreciation2
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Risks and Mitigations

10Evaluation

Probability

Im
p

a
c
t

Risk Matrix

Variable Volume Risk of 

PPAs 

ChatGPT said:
Diversify energy sources, conduct due diligence on 

project performance, and structure flexible PPAs that 
accommodate production variability and evolving market 

conditions 1

1

PFI Act Becomes 

Redundant

2

Infrastructure Bureau 

Takes Too Long To 

Implement

Set up a central coordination team that liaises between 
the already introduced teams until the Bureau, can be 

established 2

3

PCOA diminishes 

attractiveness of PPP to

private parties

4

3

4

1

2

Stay updated on legislative changes and adapt current 
contracts to new frameworks 2

Risks Mitigations

Use independent valuations for PCOA payments to 
guarantee fair compensation for all parties 4

PPA Curtailment Risk

5
Include compensation clauses or minimum offtake 
guarantees in PPAs; invest in storage or grid-friendly 

technologies to absorb excess generation. 3

5

Sources: Montel Energy (1) King and Wood Mallesons(2), Neufin (3), UNSW Law Journal (4)   
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ESG Provides Benefits In All Areas
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v

Environmental Social Governance

74%
of large projects failed 

due to deficiencies 
during planning stage5

PFI enhances governance by:

#1
misallocation of risk is 

the top obstacle to 
successful PPP’s4

PCOA addresses this through:

• regular valuation process which ensures 

transparency in risk allocation

• incentivising parties who are best equipped to 

manage them

PPAs accelerate renewable energy adoption by securing 

long-term funding for clean infrastructure projects.

Supports emissions reduction targets through consistent, 

traceable sourcing of low-carbon electricity.

Promotes sustainable development with transparent, 

ESG-aligned investment in climate-resilient infrastructure.

Instillation of PFI Act Extends Social Opportunities to 
First Nations Groups

Within the Indigenous Councils Critical Infrastructure 
Program, the PFI Act can reduce time taken on planning 

projects, and funnel this extra time into consideration for 
indigenous communities2

Streamlining Brisbane Council Groups
The PFI Act and Infrastructure Bureau will increase 

successful projects, boosting social morale amongst 
employees tied to these projects3

Sources: Ren 21 (1), Queensland Government (2), Vorecal (3), Bashar, T.; Fung, I.W.H.; Jaillon, L.C.; Wang, D. (4), Independent Project Analysis INC (5) 

30%
Increase in global PPA 

corporate 
commitments for 

renewable projects 
since 20221

55 GW
Of global green energy 

have been directly 
funded through PPA 

negotiations1

Evaluation

centralising oversight enforcing transparent procurement stage

aligning with national planning objectives

centralising oversight 
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Instillation of PFI Act Extends Social Opportunities to 
First Nations Groups

Within the Indigenous Councils Critical Infrastructure 
Program, the PFI Act can reduce time taken on planning 

projects, and funnel this extra time into consideration for 
indigenous communities2

Streamlining Brisbane Council Groups
The PFI Act and Infrastructure Bureau will increase 

successful projects, boosting social morale amongst 
employees tied to these projects3

ESG Provides Benefits In All Areas

12

v

Environmental Social Governance

PFI enhances governance by:

#1
misallocation of risk is 

the top obstacle to 
successful PPP’s4

PCOA addresses this through:

PPAs accelerate renewable energy adoption by securing 

long-term funding for clean infrastructure projects.

Supports emissions reduction targets through consistent, 

traceable sourcing of low-carbon electricity.

Promotes sustainable development with transparent, 

ESG-aligned investment in climate-resilient infrastructure.

Sources: Ren 21 (1), Queensland Government (2), Vorecal (3), Bashar, T.; Fung, I.W.H.; Jaillon, L.C.; Wang, D. (4), Independent Project Analysis INC (5) 

30%
Increase in global PPA 

corporate 
commitments for 

renewable projects 
since 20221

55 GW
Of global green energy 

have been directly 
funded through PPA 

negotiations1

Evaluation

enforcing transparent procurement stage

aligning with national planning objectives

centralising oversight 

regular valuation process which ensures 

transparency in risk allocation

• incentivising parties who are best 

equipped to manage them

incentivising parties who are best equipped 

to manage them
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Summary
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Procurement Regulate

Introduce a PFI Act and 

Infrastructure Bureau to 

regulate the Australian 

infrastructure sector to 

improve project 
completion.

Develop policy, assess 

market, run bids, evaluate 

proposals, and structure 

PPAs to secure investment 

certainty.

Options

Introduce PCOA, to address 

PPP issues and maximise 

mutual benefit for both 

parties.

Conclusion (Appendix)
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APPENDIX: FINANCIALS
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Baseline NPV

NPV with PRO strategy

Key Beta Values Key D/E Ratios Beta and Discount Rate by Sector 
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APPENDIX: FINANCIALS
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Cumulative NPV Graph Inputs NPV Model Inputs Sydney Light Rail Extrapolated Revenue Data and Operating Costs
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APPENDIX: PFI Implementation in Japan
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Sources: King and Wood Mallesons 
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APPENDIX: PFI Government structure
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Sources: King and Wood Mallesons 
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APPENDIX: PFI Implementation Timeline
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Sources: King and Wood Mallesons 
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APPENDIX: Case Study on Financial Effects of PPAs

19
Sources: Science Direct Report, Pexapark
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