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Preliminary assessment
Consideration of non-traditional contracting options

Project details

	Project name:
	


For projects that are major, complex and/or time-critical, there may be advantages in using a non-traditional contracting option such as a Privately Financed Project (PFP), an alliance or a managing contractor contract.

Privately Financed Project

Consider each the following statements and tick the relevant box if it is true.

	1
	The estimated value of the project is more than $50M and it has special timing requirements and/or funding needs.
	 FORMCHECKBOX 


	2
	The opportunity to finance the asset would be attractive to the private sector, through ownership and control of the asset over a lengthy service delivery period (say 25 years) and/or the Government’s contribution of land, capital works, risk sharing, revenue diversion or purchase of agreed services.
	 FORMCHECKBOX 


	3
	The services to be provided are predominantly non-core services
	 FORMCHECKBOX 


	4
	It is not contrary to the public interest that the asset be owned and operated by the private sector.
	 FORMCHECKBOX 


	5
	The project brief is not likely to change significantly and can be defined clearly enough, through a performance or functional specification or facility standards, to allocate to the private sector the responsibility for delivering the required services.
	 FORMCHECKBOX 



If all of statements 1 to 5 are true, then it may be appropriate to deliver the project as a PFP.  For more information, refer to the NSW Government publication Working with Government: Guidelines for Privately Financed Projects, available on the Internet at: 

www.treasury.nsw.gov.au/wwg/
If it is determined that a PFP is appropriate, record this as an output at the end of this Form.  A PFP must be shown to offer better value for money for Government than delivering the project using Government funds, so other procurement options also need to be considered.

If a PFP is not suitable, for example because the project requirements cannot be clearly articulated, then an alliance or a managing contractor contract may be appropriate.

Alliance

To determine whether an alliance would be appropriate, consider each the following statements and tick the relevant box if it is true.

	6
	The estimated value of the project is more than $50M.
	 FORMCHECKBOX 


	7
	The project is complex, with many significant unknowns and risks, and is unlikely to be delivered successfully without the full involvement and cooperation of the private sector and other stakeholders.
	 FORMCHECKBOX 


	8
	The project is so critical that the agency is prepared to pay on a “cost plus” basis using an open-book accounting approach.
	 FORMCHECKBOX 


	9
	The agency is prepared to share project risks and to cap the financial liability of the private sector alliance partners in order to achieve the desired outcomes.
	 FORMCHECKBOX 


	10
	The risks associated with the project, and the time period involved, justify a significant investment of time and cost in relationship management.
	 FORMCHECKBOX 



If all of statements 6 to 10 are true, then it may be appropriate to deliver the project as an alliance.  Record this as an output at the end of this Form.

Managing contractor contract

If the project does not warrant investment in an alliance but the requirements are undefined, then a managing contractor contract may be suitable.  Consider each the following statements and tick the relevant box if it is true.

	11
	The project brief cannot be clearly articulated (for example because regulatory authority requirements or site conditions are not yet known)

AND

it is critical that construction commence before the investigation and design that are required to fully and clearly articulate the brief would be completed under a traditional contracting arrangement.
	 FORMCHECKBOX 


	12
	It is critical that the prescribed project budget not be exceeded

AND

the contractor’s input during design has the potential to manage cost growth

AND

the agency is prepared to adjust its requirements to suit the budget

AND

to pay a premium for the contractor to exercise budget control.
	 FORMCHECKBOX 


	13
	The contractor’s management and construction expertise and its capacity for innovation would be of significant benefit in developing the project brief, completing the design and improving buildability

AND

the agency is prepared to allow the contractor t manage the design.
	 FORMCHECKBOX 



If any one of statements 11 to 13 is true, then it may be appropriate to deliver the project using a managing contractor contract.  Record this as an output at the end of this Form.

If none of the above options appears to be suitable, based on the relevant statements above, then a traditional contracting option is likely to be appropriate.  Traditional contracting options potentially offer the best value for money because they allocate less risk to the contractor and attract a larger field of competitive tenderers, thereby reducing tender prices.  They also provide for the agency to exert the desired degree of control over the design process.

The flowchart at Figure B - Consideration of non-traditional contracting options  illustrates the above considerations and can be used to determine whether a non-traditional contract option is likely to be appropriate.

Output

Record here whether a non-traditional contracting option is recommended on the basis of the above assessment (one selection only).

	Recommended non-traditional contracting option:
	Privately Financed Project
	 FORMCHECKBOX 


	
	Alliance contract
	 FORMCHECKBOX 


	
	Managing contractor contract
	 FORMCHECKBOX 



Additional steps

Check that the recommendation is supported by the detailed descriptions of the appropriate circumstances, benefits and risks provided in Contracts used for construction projects.  

If you have selected a PFP, then you will need to review other procurement options in order to develop a public sector comparator.  Review first whether the project warrants a managing contractor contract. 

If an alliance or a managing contractor contract is required because of the special circumstances relating to the project, go to Form E - Procurement method recommendation.  

If the assessment does not support a non-traditional contracting option, go to Form C - Traditional contracts - Assessment of whether multiple contracts are required to determine whether multiple contract packages would offer significant advantages.  
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