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Background Information 
 

This briefing note provides a high level overview of the National Development Finance 

Agency’s (“NDFA’s”) activities including a status update on PPP projects referred to in the 

Comptroller and Auditor General’s Report on the Accounts of the Public Services 2016, as 

published in September 2017. A separate note on the disclosure of financial information has 

been presented to the Committee on 8 March 2018 and information referenced therein has 

been forwarded separately. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2 
 



NDFA Briefing Note for Committee of Public Accounts Members 15 March 2018 
 

1. NDFA Mandate 
 

The NDFA’s mandate is set out in the National Treasury Management Agency (Amendment) 

Act 2014 “the Act” (see appendix 1).  The NDFA is the statutory financial adviser to State 

authorities as listed in Schedule 3 of the Act in respect of all public investment projects with 

a capital value over €20m. Public investment occurs when Exchequer funding or assets are 

proposed to be invested.  We are currently providing financial advice in respect of over 30 

projects with a value in excess of €5.5bn, including Public Private Partnership (“PPP”) 

projects with a value in excess of €1.5bn. 

 

The NDFA’s mandate includes responsibility for the procurement and delivery of PPP 

projects in sectors other than in the transport and local authority sectors.  A small element of 

our work includes delivery of Exchequer-funded projects for the Department of Education 

and Skills and management of certain PPP contracts during their operational phase.  

 

For clarity, NDFA is a project taker and has no role in the selection of projects.  It is also 

noted that NDFA is not responsible for post project reviews. 

Financial advisory role 

In its financial advisory role, the NDFA advises State authorities on the optimal financing of 

priority public investment projects by applying commercial standards in evaluating financial 

risks and costs. Key services provided by the NDFA in this role may include: 

• Financial, risk and insurance advice; 

• Financial modelling; 

• Preparing public sector benchmarks (“PSBs”) on behalf of sponsoring 

Departments/Agencies in respect of proposed PPPs; 

• Value for money assessments; 

• Overseeing and reviewing fund raising for PPPs; 

• Financial advice during procurement including assessment of financial robustness of 

tenderers and financial evaluation of tenders; 

• Financial advice on operational PPPs; and 
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• Liaison, negotiation and arrangement of miscellaneous debt funding from multilateral 

agencies such as the European Investment Bank (“EIB”) and the Council of Europe 

Development Bank (“CEB”). 

Some examples of current projects where the NDFA is currently acting as financial adviser in 

the non PPP area include: 

• Providing financial advice to various local authorities seeking to develop land banks 

into social housing or mixed tenure housing; 

• Providing financial advice to the Department of Housing, Planning, Community and 

Local Government (“DHPCL”) in relation to a number of social housing initiatives, 

including a ‘mortgage to rent’ scheme and social housing leases targeted at private 

investors (‘enhanced leases’); 

• Reviewing financial elements of prequalification submissions for the Nationwide 

Narrowband Secure Managed Digital Radio Network Services on behalf of the Office 

of Government Procurement (“OGP”); and 

• Facilitating funding from EIB in the form of a 25 year €490m exchequer loan to 

support construction of the new National Children’s Hospital.  EIB funding allows the 

State to diversify its sources of funding and is more cost-effective than alternative 

sources of funds, including borrowing on the sovereign bond markets.  

A full list of current financial advisory projects excluding those relating to PPPs is set out in 

appendix 4.   

In addition to the above, the NDFA is financial adviser to Transport Infrastructure Ireland in 

relation to its second roads PPP programme, which are currently at either operational or 

advanced construction stage.  

PPP delivery role 

The NDFA has procured a number of projects in partnership with the Department of 

Education and Skills, the Courts Service and the Health Service Executive, providing 

technical and financial expertise.  The agency also provides contract management services 

during the construction phase of all of these projects and this contract management service is 

extended to the operations phase of certain education projects.  These projects are listed in 

appendix 2 including a status update since the projects were referenced in the C&AG Report 

(figure 4.1).  Newer projects not included in figure 4.1 of the C&AG Report, together with 

the NDFA’s current role in respect of other PPPs are listed in appendix 3. 
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As set out below there are four PPPs currently being procured by NDFA at or near 

construction stage and one at or near market stage.   In total, there were 28 live construction 

sites across the country in 2017 with a typical daily workforce across all sites of circa 3,000 

workers. 

Primary Care Centres PPP: Ireland’s first healthcare PPP, involving the development of 14 

new primary care centres across the country reached financial close in 2016; seven of these 

new centres have been completed with four more to follow in the next month and the 

remaining three during the first half of 2018. 

Courts PPP: Construction continues across this project which involves the development of 

new courthouses and the refurbishment and extension of existing courthouses in seven 

locations; five of the courthouses have been completed with the remainder to follow during 

2018.  

Schools PPP Bundle 5: This project, providing 4,870 student places reached financial close 

in 2016 and construction was ongoing through 2017.  On 15 January 2018, a liquidator was 

appointed to UK infrastructure company Carillion PLC.  A subsidiary company of Carillion 

PLC, Carillion Private Finance, is a 50% shareholder of the PPP Consortium, InspiredSpaces 

(“PPP Co”) that was awarded the contract for this PPP.  Carillion Private Finance is not in 

liquidation.  The other 50% shareholding is held by Dutch Infrastructure Fund.  The PPP Co, 

is currently working closely with the funders to finalise their proposed ‘rectification plan’. 

Key to the finalisation of the ‘rectification plan’ is identifying the contractors who will 

complete the outstanding works (due to the liquidation of Carillion Construction Ltd) and 

replace the previous Facilities Management provider (due to the liquidation of Carillion 

AMBS). To this end, the PPP Co has commenced a tender process for the replacement works 

and services contracts.  The PPP Co is targeting all six buildings to be operational for the 

beginning of the coming school year with the most advanced schools, Coláiste Raithín in 

Bray and Loreto College in Wexford, to be delivered earlier in the summer. 

Grangegorman DIT PPP: Financial close is expected on this project shortly.  As noted in 

the C&AG Report this project was delayed by a High Court procurement-related challenge 

which was successfully defended.  Significant advancements have been made on the project 

since the publication of the Report, including securing commercial and EIB funding, 

advancing legal documentation and finalising technical matters to achieve financial close.  
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Social housing PPP programme: The NDFA is procuring a social housing PPP programme 

comprising the development of up to 1,500 housing units as three ‘bundles’ of sites.  Two of 

these bundles have now reached market stage.  In mid-2017 the European Investment Bank 

announced its approval of a framework loan of €160m over 25 years to provide financing for 

the three social housing PPP bundles. 

The NDFA has also delivered on behalf of the Department of Education the construction of 

15 Exchequer-funded schools and is currently in the construction phase of a 16th school. 

At the request of the Department of Education and Skills, the NDFA has taken over the 

contract management of the operations of all operational PPP schools. At the end of 2017 the 

NDFA was managing the contracts for five bundles of schools projects covering 27 schools.  

Working under a Service Level Agreement, the support provided involves monitoring the 

relevant PPP companies in the performance of their obligations under the PPP contract, 

ensuring that the long-term value in these contracts is captured.   NDFA also provides certain 

contract management services for the Convention Centre Dublin. 

In terms of new projects, the NDFA is collaborating closely with the Courts Service, the 

Health Service Executive and the Department of Education and Skills in the development of 

the next wave of PPP projects which includes student accommodation, third level institutions, 

community nursing units, and Supreme and family law courts. 
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2. Developments since the C&AG Report 
 

The C&AG Report chapter on PPPs was based on certain information available up to July 

2017.  Updates on key areas that might be of interest to the Committee include: 

• Updates on the status of projects referenced in figure 4.1 of the Report are included in 

appendix 2.  

• Updates on the status of other PPP projects with NDFA engagement, some of which 

were referenced elsewhere in the Report are included in appendix 3. 

• The NDFA anticipates supporting a number of the projects noted within the National 

Development Plan 2018 – 2027 published in February 2018.
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Appendix 1: National Development Finance Agency mandate 
 

The NDFA’s mandate is set out in the National Treasury Management Agency (Amendment) 
Act 2014 and includes: 

(a) providing advice to any State authority of the optimal means of financing the cost 

of public investment projects in order to achieve value for money, 

(b) providing advice to any State authority on all aspects of financing, refinancing and 

insurance of public investment projects to be duly undertaken by means of public 

private partnership arrangements or within the public sector, 

(c) entering into a public private partnership arrangement with a view to transferring 

the rights and obligations under such an arrangement to any State authority, 

(d) acting as agent for any State authority in connection with the entry or proposed 

entry by that State authority into a public private partnership arrangement, or 

(e) to enter into any arrangement or contract to procure as agent for the Minister for 

Education and Skills any public investment project in relation to a school, educational 

facility or other building or structure, including the financing, management, design 

and construction of such building or structure, as that Minister may from time to time 

designate. 

In performing its functions the NDFA complies with guidelines and instructions issued by the 

Minister for Public Expenditure and Reform.  The latest Ministerial guidelines for the NDFA 

issued in 2015 include administering PPP contracts over their contract life on the request of 

the relevant Minister.
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Appendix 2: Update on PPP projects in development at July 2012, status of projects advised by 
NDFA at March 2018  
 

 

Project status at July 
2012 1 

Status at July 2017 1 NDFA role2 Status at 15 March 20182  

 
Schools Bundle 4  
At market stage. Six 
schools on five sites in 
Clare, Cork, Kildare, 
Louth and Tipperary.  
 

 
Operational. Scope reduced from six to 
four schools. Four post-primary schools in 
operation in Clare, Cork, Louth and 
Tipperary. Service had commenced in all 
four schools by May 2016.  
 

 
Procurement & 
contract 
management 
(C, O) 

 
All schools in operational phase with 
contract management support being 
provided by NDFA. 

 

 
Schools Bundle 5  
At market stage. Five 
schools and one further 
education college on four 
sites in Wexford, 
Wicklow, Meath and 
Carlow.  
 

 
In construction. Contract agreed in July 
2016.  
Service commencement expected in three 
schools by the end of 2017 and the 
remaining three schools in early 2018.  

 
Procurement & 
contract 
management 
(C,O) 

 
The schools were 90% complete in mid 
Jan 2018 when the liquidation was 
announced of Carillion PLC, including two 
subsidiaries: Carillion Construction Ltd and 
Carillion AMBS. A further subsidiary, 
Carillion Private Finance, is one of two 
PPP Consortium shareholders but is not in 
liquidation.  Under the terms of the contract 
the PPP Co and funders are devising a 
‘rectification plan’ to replace Carillion 
Construction Ltd and Carillion AMBS 
entities and ensure completion of the 
project to the State’s satisfaction.  No 
payments will be made until the schools 
are completed and operational. 
 

 

 
Grangegorman DIT 
campus  
Pre-market stage. 
Construction of central 
and east quads.  
 

 
Preferred bidder stage. Following an 
unsuccessful challenge by an underbidder, 
the project is now proceeding to contract 
stage.  

 
Procurement & 
contract 
management 
(C) 

 
Financial close targeted shortly; 
commercial and EIB funding in place. 

 

 
Galway City Bypass  
Pre-market stage.  

 
Not progressed as PPP. Legal 
proceedings mainly related to planning 
approval delayed the project. A new 
Galway City Ring Road is at design and 
environmental evaluation stage. If the new 
project proceeds, it is intended that it would 
be directly funded by the Exchequer.  
 

 
N/a 

  

 
N11 Arklow-Rathnew 
and Newlands Cross  
Preferred tenderer 
stage. Award of contract 
due by end-2012.  
 

 
Operational. Upgrades to the N11 and 
Newlands Cross were procured under a 
single contract and were operational in July 
2015 and November 2014, respectively.  

 
Financial 
adviser 

 
Financial advice provided on ad hoc basis 
in operational stage. 

 

 
N17/N18 Gort to Tuam  
Preferred bidder.  
 

 
In construction. Contract awarded in April 
2014. Expected to be operational by the 
end of 2017.  

 
Financial 
adviser 

 
Financial advice provided on ad hoc basis 
in operational stage.   
 
 

 

 
M11 Gorey to 
Enniscorthy  
Market stage.  
 

 
In construction. Contract awarded in 
October 2015. Expected to be operational 
in 2019.  

 
Financial 
adviser 

 
Financial advice provided on ad hoc basis 
in construction stage. 

 

10 
 



NDFA Briefing Note for Committee of Public Accounts Members 15 March 2018 
 

Project status at July 
2012 1 

 

Status at July 2017 1 NDFA role2 Status at 15 March 20182  

N25 New Ross Bypass  
Market stage.  
 

In construction. Contract awarded in 
January 2016. Expected to be operational 
in 2019.  
 

Financial 
adviser 

Financial advice provided on ad hoc basis 
in construction stage. 

 

 
Primary Care Centres  
Pre-market stage. 20 
primary care centres, in 
two bundles of 10.  
 

 
In construction (one bundle of 14 
centres). Contract agreed May 2016. All 
centres expected to be operational by 
2018.  

 
Procurement & 
contract 
management 
(C) 

 
7 primary Care centres are operational with 
4 more due in the next month and the 
remaining 3 centres due by mid- 2018. 

 

 
Garda divisional 
headquarters  
Pre-market stage.  

 
Not procured as PPP. Buildings in Dublin 
(Kevin Street), Galway and Wexford were 
since procured through traditional 
Exchequer funding model. They are 
currently under construction and expected 
to be completed between the end of 2017 
and early 2018.  
 

 
N/a 

  

 
State Pathology 
Building  

 
Not procured as PPP. As it was 
considered that the complex nature of the 
building may not have attracted suitable 
interest in the market. The project became 
operational in 2016. The cost is being 
shared between the Department of Justice 
and Equality and Dublin City Council.  
 

 
N/a 

  

 
Courts Bundle  
Pre market stage. 
Refurbishment and 
extension of courthouses 
in Cork, Mullingar and 
Waterford, and new 
courthouses in 
Drogheda, Letterkenny, 
Limerick and Wexford.  
 

 
In construction. Contract awarded in 
December 2015.  
Service commenced in Drogheda 
Courthouse in June 2017. Construction is 
expected to be completed in 2018.  

 
Procurement & 
contract 
management 
(C) 

 
5 courthouses are operational with the 
remaining 2 courthouses due during 2018. 

 

1 Source: C&AG Annual Report 2016 Chapter 4 Overview of Public Private Partnerships 
2 Updated by NDFA March 2018 
 
[C- Construction stage; O – Operational stage] 
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Appendix 3: Update on other PPP projects with on-going NDFA role as of March 
2018 
Project status at March 2018 NDFA role 

 
 

 
Social Housing PPP – Bundles 1 and 2 
At market stage. Bundle 1, comprising 6 sites, is in procurement with tenders due for submission 
in mid -2018.   Bundle 2, comprising 8 sites commenced procurement in early 2018. 

 
Procurement & 
contract 
management (C) 
 

 

 
Social Housing PPP – Bundle 3 
Pre-market stage. The Department of Housing, Planning and Local Government are to confirm 
the sites for inclusion in this bundle.  
 

 
Procurement & 
contract 
management (C) 

 

 
Third level PPPs – two bundles 
Pre-market stage. In October 2017 DoES announced 11 third level projects to be procured 
across 2 bundles.  
 

 
Procurement & 
contract 
management (C) 

 

 
Grangegorman DIT student accommodation  
Pre-market stage. Provision of 1,200 student accommodation places. To progress to 
procurement phase shortly as a concession PPP.  
 

 
Procurement & 
contract 
management (C) 

 

 
Health PPP - Community Nursing Units 
Pre-market stage. Project initiation document was issued by the HSE in December 2017 and 
governance discussions are currently underway with the HSE. 
 

 
Procurement & 
contract 
management (C) 

 

 
Justice PPP - Hammond Lane 
Pre- market stage. Planned development of large courts complex (including Supreme Court, 
Family Law Courts, Children’s Court and Courts Service office).  Procurement of legal and 
technical advisers underway. 
 

 
Procurement & 
contract 
management (C) 

 

 
Poolbeg Dublin Waste to Energy PPP 
At operational stage.  NDFA issued its value for money opinion just prior to financial close in 
September 2014.  Successful refinancing in 2017 with saving of over €8m to the State. 
 

 
Financial adviser 

 

 
Schools PPP Bundles 1,2,3  
At operational stage.  18 schools in total procured by NDFA and now in operations stage with 
contract management provided by NDFA. 

 
Procurement & 
contract 
management (C, O) 
 

 

 
Pilot Schools PPP 
At operational stage.  5 schools in total in operations stage with contract management provided 
by NDFA. 
 

 
Contract 
management only 
(O) 

 

 
National Conference Centre PPP 
At operational stage.  NDFA has a financial advisory role on this project and since 2016, at the 
request of the OPW has been providing and contract management services role. 

 
Financial adviser 
and contract 
management 
element (O) 
 

 

[C- Construction stage; O – Operational stage] 
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Appendix 4: List of NDFA Financial Advisory Projects March 2018 
Department of Housing, Planning, Community and Local Government 

Social Housing Initiatives 
Limerick Regeneration 

South Dublin County Council (SDCC)  

 Kilcarbery Grange 

Dublin County Council (DCC)   

New mixed tenure developments 
Charlemont Redevelopment 
Westmeath County Council (WCC)  

 New mixed tenure development 
Office of Public Works (OPW) 

Forensic Science Laboratory 
Convention Centre Dublin  

 

Department of Health / HSE 

National Forensic Mental Health Services (NFMHS) (formerly Central Mental Hospital) 

Department of Education & Skills 

 Traditional Build Projects                        
Department of Transport, Tourism & Sport 

Luas BXD (City Centre Link) 
Páirc Uí Chaoimh 

Department of Communications, Climate Action & Environment  

National Broadband Plan (limited role; KPMG and other specialists are the commercial 
advisers) 

  
Department of Public Expenditure and Reform - Office of Government Procurement 

Secure Digital Radio Network Services   

Other Financial Advice 

EIB funding for traditional projects (Exchequer funded) 
EIB funding for PPP projects 
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This Addendum should be read in conjunction with the “Value for Money Report” of 14 May 2010 

and the “Addendum to Price Change Report”. Defined Terms in this Addendum have the same 

meaning as given in the “Value for Money Report”. 

 

1.  OVERVIEW 

 

In accordance with Guidance a preliminary 4
th
 VfM test was completed prior to FC (on 14 May 

2010)1 to estimate VfM so the Project could proceed to FC (which subsequently occurred on 2 June 

2010).  This Addendum updates the preliminary 4
th
 VfM test using the actual FC Euribor interest rate 

and discount rate  and presents the final VfM testing of MPFI’s Tender (“Final 4
th
 VfM Test”). 

 

A review of the Capital Envelope comparison test has also been completed to assess the impact of the 

actual FC Euribor rate on MPFI’s capital costs for Capital Envelope comparison purposes. 

 

The Final 4
th
 VfM Test demonstrates VfM has been maintained during the PT period.  

The updated Capital Envelope review additionally demonstrates MPFI’s capital costs remain within 

DoES’s Capital Envelope. As there has been no change to MPFI’s final capital costs inclusive of 

financing costs during construction2 the original Capital Envelope comparison remains valid. Refer 

Section 4, Table 5 of the VfM Report.  

 

2. FC PSB  

The Final 4
th
 VfM Test further updates the Updated PSB for the applicable discount rate and discount 

base date at FC (“FC PSB”) to ensure FC PSB remains comparable to MPFI’s Tender price3 at FC. A 

comparison of these rates is shown in Table 1 below. 

Table 1: Updated assumptions at FC  

Assumption Tender 

Submission 

Preliminary  4th 

VfM Test 

The Final 4th 

VfM Test 

Comment 

Discount rate 6.12% 6.18% 5.67% Based on the German Benchmark 20 Year 

Bond of 4.75% adjusted for Irish credit 

spread at FC. 

 

FC Date 31 March 2010 2 June 2010 2 June 2010 Unchanged since preliminary 4th VfM Test. 

 

Long term inflation rate 2% p.a. 2% p.a. 2% p.a. Unchanged since preliminary 4th VfM Test. 

 

The FC PSB is summarised in Table 2 below.  

Table 2: FC PSB  

FC PSB  Ex VAT NPV 

€’m 

Approved PSB at ITN 190.2 

Impact of Updated PSB discount rate and timing adjustments 0.2 
Impact of FC PSB discount rate adjustment 6.5 

FC PSB   196.9 

 

 

 

                                                      
1 Using the discount rate and Euribor rate as at 28 April 2010. 
2 There was no change to MPFIs capital costs since the Capital Envelope comparison at 14 May 2010. While there was a change in the 
estimated Euribor rate (3.53%) to the FC Euribor rate (3.16%), this did not have a material impact on the financing costs during the 17 

month construction period, the decrease being less than €200,000. As the Capital Envelope comparison is based on costs rounded to the 

nearest €1m this change had no impact on the figures used in the test. 
3 MPFI’s FM has also been updated for the FC discount rate and discount base date in Table 1. Refer Addendum to Price Change Report for 

details. 
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3.  FINAL 4
th

 VfM TEST 

 

Table 3 details the Final 4
th
 VfM Test. As can be seen it clearly demonstrates that the Project, 

procured as a PPP, represents better VfM than the cost of procuring it traditionally, as benchmarked 

against the FC PSB.  

 

All factors considered in the analysis below are in accordance with the VfM methodology specified in 

Guidance. MPFI’s Fixed Price at Tender submission (1 July 2009), and subsequently updated for 

approved prices changes to FC (see “Addendum to Price Change Report”), is referred to as “FM” for 

the purposes of this Addendum. 

 
Table 3: Final 4th VfM Test  

  Traditional Procurement  - PSB 

NPV 

€’m   PPP Procurement - Tender Price per FM 

NPV 

€’m 

VAT inc. Original PSB 220.21 VAT inc. FM (excluding discount rate & timing adj.s)  153.51 

Less VAT accruing to Public Sector (30.0)2 Less VAT accruing to Public Sector  (12.2)2 

Ex VAT Original PSB 190.23 Ex VAT FM (excluding discount rate& timing  adj.s) 141.33 

Discount rate and timing adjustment 6.74 Discount rate & timing adjustment  8.95 

Ex VAT FC PSB 196.96 Ex VAT FM 150.26 

 - Less Corporation Tax (“CT”)  (0.8) 7 

Ex VAT FC PSB 196.9 Ex VAT adjusted for cost to Public Sector FM 149.4 

 

4th VfM Notes 

 
1 Vat inclusive PSB includes construction related VAT because at the time it was compiled VAT rules required an Authority to pay construction related VAT directly 

to its contractor who paid it onwards to Revenue. MPFI FM does not include construction related VAT, as this is now accounted for using the reverse charge method 

(i.e. the Authority pays directly to Revenue) and therefore this VAT charge is excluded in MPFI’s FM.  

 
2 See 1 above , difference in quantum due to construction VAT payment included under traditional procurement scenario as old VAT payment rules applicable. 

 
3 Original PSB and FM based on a discount rate of 6.12% and discount base date of 31 March 2010. FM based on FC Euribor rate of 3.16% for commercial debt and 

3.05% for EIB debt (excludes EIB 65bps cost of funds margin) 
 

4 Refer Table 2.  

 
5 Adjustment due to updating discount rate from 6.12% to 5.67%. and discount base date from 31 March 2010 to 2 June 2010. 
 

6 FC PSB and FM based on a discount rate of 5.67%, FC date 2 June 2010 and Euribor rate of 3.16% for commercial debt and 3.05 % for EIB debt (excluding EIB 

65bps cost of funds margin) (Euribor  rate only applicable in FM). 
 

7 €1.6m nominal CT payable by MPFI over life of Project, converted to NPV utilising a discount rate of 5.67%.and a discount base date of 2 June 2010.   

 

 

For the Final 4
th
 VfM Test the PPP procurement price is shown net of CT paid by PPPCo to Revenue 

as this represents the net cost to the Public Sector (i.e. €149.4m versus DoES cost of €150.2m). CT is 

not deducted from the PSB as traditional procurement does not have discernable ring fenced CT that 

can be directly attributable to the Project as is the case in a PPP.  
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This Addendum should be read in conjunction with the “Value for Money Report” of 02 November 

2012 and the “Addendum to Price Change Report”. Defined Terms in this Addendum have the same 

meaning as given in the “Value for Money Report”. 

 

1.  OVERVIEW 

 

In accordance with Guidance a preliminary 4
th
 Value for Money (“VfM”) test was completed prior to 

Financial Close (“FC”) (on 02 November 2012) to estimate VfM so the Project could proceed to FC 

(which subsequently occurred on 09 November 2012).  This Addendum updates the preliminary 4
th
 

VfM test using the actual FC base interest rate and EIB reference rate and presents the final VfM 

testing of BAM’s Tender (“Final 4
th
 VfM Test”). 

 

The Final 4
th
 VfM Test demonstrates VfM has been maintained during the PT period.  

 

2. Financial Close PSB  

The discount rate and discount base date are unchanged from the preliminary 4
th
 VfM test and 

consequently the PSB at FC (“FC PSB”), as summarised below, is unchanged. 

 Table 1: FC PSB  

FC PSB  Ex VAT NPV 

€’m 

 

Approved PSB at ITN 170.5 

Impact of discount rate and timing adjustments  6.4 

 

FC PSB for 4th VfM test 

 

176.9 

 

3.  FINAL 4
th

 VfM TEST 

 

Table 2 details the Final 4
th
 VfM Test. As can be seen it clearly demonstrates that the Project, 

procured as a PPP, represents better VfM (€13.4m) than the cost of procuring it traditionally, 

as benchmarked against the FC PSB.  
 

All factors considered in the analysis below are in accordance with the VfM methodology specified in 

Guidance. BAM’s Fixed Price at Tender submission (7 July 2011), and subsequently updated for 

approved prices changes to FC (see “Addendum to Price Change Report”), is referred to as “FM” for 

the purposes of this Addendum. 

 
Table 2: Final 4th VfM Test  

Traditional Procurement  - PSB 

NPV 

€’m   PPP Procurement - Price per FM 

NPV 

€’m 

VAT inc. Original PSB 197.01 VAT inc. FM2  174.31 

Less VAT  (26.5)3 Less VAT   (9.2)3 

Ex VAT Original PSB 170.54 Ex VAT FM 165.15 

Discount rate and timing adjustments 6.4 Less Corporation Tax (“CT”)   (1.6)6 

Ex VAT Revised PSB 176.95 Ex VAT FM 163.5 

Headroom 13.4   

 

 

For the Final 4
th
 VfM Test the PPP procurement price is shown net of CT paid by PPP Co. to Revenue 

as this represents the net cost to the Public Sector. CT is not deducted from the PSB as traditional 

procurement does not have discernible ring fenced CT that can be directly attributable to the Project 

as is the case in a PPP.  
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4th VfM Notes 

 
1 VAT inclusive PSB includes construction related VAT.  This is not included in the FM as it is paid separately to the Unitary Charge, on a reverse charge basis. 

Construction related VAT under the PPP procurement (c. €14.4m) is payable directly by the Authority to Revenue. 

 
2 VAT inc. FM incorporates changes to the Tender Price during the PT Period as detailed in Price Change Report (including discount rate and FC date).  
 

3 See 1 above, difference in quantum due to construction VAT payment included under traditional procurement scenario but not reflected in the FM as it is paid 

separately on a reverse charge basis. 

 
4 Original PSB based on a discount rate of 6.88%.  
 

5 FC PSB and FM based on a discount rate of 6.65%, FC date 9 November 2012 and a base interest rate of 2.12%. 
 

6 €4.4m nominal CT payable by BAM over life of Project, converted to NPV using 9 November 2012 FC date and discount rate of 6.65%.  
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1 EXECUTIVE SUMMARY 

The Department of Finance (“DoF”) guidance document “Value for Money and the Public Private 

Partnership Procurement Process” (October 2007) (“Guidance”) sets out four formal Value for 

Money (“VfM”) tests that must be carried out in the PPP procurement process (refer Appendix I for 

details).   

Macquarie Partnership for Ireland (“MPFI") was selected as Preferred Tender (“PT”) for the Project 

on 25 September 2009 (appointment accepted by MPFI on 8 October 2009) and at Tender evaluation 

the 3
rd

 VfM test was completed which demonstrated MPFI’s Tender price offered VfM.  

This report addresses the 4
th
 VfM test required by Guidance and which must be completed prior to 

Financial Close (“FC”)1 in order to: 

a)  examine the effect of any negotiated changes in the contract terms when the Project has 

been procured using the Negotiated Procedure; and  

b)  assess the impact of any changes in the reference interest rate (Euribor) and/or discount 

rate. 

The 4
th
 VfM test involves a comparison of the PT’s financial model, submitted at Tender submission 

and updated for any Authority approved price changes following PT appointment, to the Public Sector 

Benchmark (“PSB”). In the 4
th
 VfM test both the PSB and PT’s financial model are additionally being 

updated for the prevailing discount rate and target FC date (2 June 2010 in this instance).   

The 4
th
 VfM test has now been completed and demonstrates VfM has been maintained during the PT 

period.  

An updated capital envelope review has also been performed to take account of MPFI’s final capital 

costs which additionally confirmed MPFI’s capital costs remain within the Department of Education 

and Skill’s (“DoES”) capital envelope for the Schools Programme (the “Capital Envelope”).  

This report should be read in conjunction with the “Price Change Report” which summarises the 

Authority approved price change since MPFI’s appointment as PT.   

                                                      
1
 A preliminary 4th VfM test is completed prior to FC using an estimate of the likely price changes to FC, so that the Project 

can proceed to FC. At FC when the final discount rate and Project Euribor will be known the test is finalised. An addendum 

will be issued to this report detailing these final figures following FC. 
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2 THE UPDATED PSB 

The PSB was approved by DoES Management Advisory Committee (“MAC”) on 1 April 2008, prior 

to issuing the OJEU notice for the Project. A report “2
nd

 Bundle of Schools Public Sector Benchmark 

(“PSB”) Assumptions underlying the PSB” was prepared providing full details on the PSB 

assumptions. 

In order to ensure the PSB and Tender price are comparable, Tenderers were required to use Authority 

prescribed dates for target FC, discount rate and inflation rates in their Tenders. The 4
th
 VfM test is 

performed at FC using updated FC date and discount rates. A comparison of these rates is shown in 

Table 1 below. 

Table 1: Updated assumptions at FC  

Assumption Tender 

Submission 

FC Comment 

Discount rate 6.12% 6.18% Based on the German Benchmark 20 Year 

Bond of 4.75% adjusted for Irish credit 

spread at 17 June 2009 (2 weeks prior to 

Tender submission) and at 28 April 2010 (as 

a proxy for the likely prevailing rate at FC). 

 

FC Date 31 March 2010 2 June 2010 3 month delay to FC due to planning delays 

and MPFI’s commercial negotiations with the 

banks. 

 

Long term inflation rate 2% p.a. 2% p.a. ECB target rate unchanged from Tender 

submission to FC. 

 

The approved PSB has accordingly been amended to reflect these changes in assumptions (“the 

Updated PSB”), so that an accurate comparison on a like for like basis can be made between it and the 

final Tender price at FC in the 4
th
 VfM test. 

The Updated PSB is summarised in Table 2 below. 

    Table 2: Updated PSB  

The Updated PSB  Ex VAT NPV 

€’m 

 

Approved PSB at ITN 

 

190.2 

Impact of discount rate and timing adjustments         0.2 

Updated PSB for 4th VfM test
2
 190.4 

 

 

3.  THE 4
th

 VfM TEST 

 

3.1 The 4
th

 VfM test 

 

Table 3 details the 4
th
 VfM test. As can be seen it clearly demonstrates that the Project, procured as a 

PPP, represents better VfM than the cost of procuring it traditionally, as benchmarked in the Updated 

PSB. All factors considered in the analysis below are in accordance with the VfM methodology 

specified in Guidance. MPFI’s Tender price at Tender submission (1 July 2009), and subsequently 

updated for approved prices changes to FC (see “Price Change Report”), is referred to as “FM” for 

the purposes of this report. 

                                                      
2
 To be finalised at FC and included in an addendum to this report. 
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Table 3: 4th VfM test  

  Traditional Procurement  - PSB 

NPV 

€’m   PPP Procurement - Tender Price per FM 

NPV 

€’m 

VAT inc. Original PSB 220.21 VAT inc. FM (excluding discount rate & timing adj.s) 160.01 

Less VAT accruing to Public Sector (30.0)2 Less VAT accruing to Public Sector  (15.2)2 

Ex VAT Original PSB 190.23 Ex VAT FM (excluding discount rate & timing adj.s) 144.8 

Discount rate and timing adjustments 0.24 Discount rate and  timing adjustments 0.55 

Ex VAT Updated PSB 190.46 Ex VAT FM 145. 36 

 - Less Corporation Tax (“CT”)  (1.0) 7 

Ex VAT Revised PSB 190.4 Ex VAT adjusted for cost to Public Sector FM 144.3 

 

4th VfM Notes 

 
1 Vat inclusive PSB includes construction related VAT because at the time it was compiled VAT rules required an Authority to pay construction related VAT directly 

to its contractor who paid it onwards to Revenue. MPFI FM does not include construction related VAT, as this is now accounted for using the reverse charge method 

(i.e. the Authority pays directly to Revenue) and therefore this VAT charge is excluded in MPFI’s FM. 

 
2 See 1 above , difference in quantum due to construction VAT payment included under traditional procurement scenario as old VAT payment rules applicable. 

 
3 Original PSB and FM (excluding discount rate & timing adjustments) based on a discount rate of  6.12% and Euribor rate of 3.53% for commercial debt and 3.61% 

for EIB debt (Euribor rate only applicable in FM) 
 

4 Refer Table 2.  
 

5 Refer  Section 5.7 “Price Change Report”  
 

6 Updated PSB and FM based on a discount rate of 6.18%, FC date 2 June 2010 and Euribor rate of 3.53% for commercial debt and 3.61% for EIB debt (EURIBOR 

rate only applicable in FM) 
 

7 €1.7m nominal CT payable by MPFI over life of Project, converted to NPV using 2 June 2010 FC date and discount rate of 6.18%.  

 

 

For the 4
th
 VfM test the PPP procurement price is shown net of CT paid by PPPCo to Revenue as this 

represents the net cost to the Public Sector (i.e. €144.3m versus DoES cost of €145.3m). CT is not 

deducted from the PSB as traditional procurement does not have discernable ring fenced CT that can 

be directly attributable to the Project as is the case in a PPP.  

 

3.2 Review of VFM factors 

A review of the key costs arising under the traditional and PPP approaches (i.e. the updated PSB v 

FM) is summarised in Table 4. This demonstrates how VFM has been obtained across the key cost 

categories relevant to the Project. 

Table 4: Comparison of Updated PSB to FM  

Cost  Category Updated PSB 

Ex VAT nominal 

€’m 

MPFI FM 

Ex VAT nominal 

€’m 

Difference 

Ex VAT nominal 

€’m 

VFM 

Construction costs including risk 106.9 81.7 (25.2)  

Facility Mng. costs including risk 147.9 74.1 (73.8)  

Lifecycle costs (“LCC”) including risk 71.5 29.9 (41.6)  

Other (SPV, Up-Front Costs and Debt 

Fees) - 26.3 26.3 

 

Debt finance costs  - 75.8 75.8  

Equity finance costs - 34.1 34.1  

Deposit interest - (2.5) (2.5)  

Corporation Tax & Irrecoverable VAT - 2.0 2.0  

Unallocated Finance Risk 5.4 - (5.4)  

Total 331.7 321.4 (10.3)  

Corresponding Ex VAT NPV  190.4 144.3 (46.1) √ 
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The key VfM drivers are as follows:- 

 Facilities Management costs, where MPFI has been able to achieve significant savings 

(c.€74m) compared to DoES estimates (and as was costed in the PSB) of its cost to 

manage the same facilities for; 

 Additionally MPFI been able to achieve material savings in construction & LCC and risk 

over the cost estimates approved by DoES for a traditional procurement and as included 

in the PSB. We believe the deflation that occurred in the general building sector during 

2008 and 2009 is the key factor driving this. The PSB was compiled before any 

significant deflation took place in the sector; 

 The cost of private sector financing3 has not been overly onerous and accordingly has not 

outweighed the pricing benefits noted above, finalised debt terms are actually marginally 

more favourable than those estimated in the Authority Generated Term Sheet and 

indicative EIB terms and as used in the ITN evaluation; and 

3.3 Non Monetary Costs and Benefits 

Guidance specifies that the 4
th
 VfM test is a purely quantitative comparison and therefore no 

qualitative benefits have been presented in the earlier analysis.   

However it should be noted that the Project will deliver purpose built modern school accommodation 

to support effective teaching in the Project schools. The economic benefits of this will have been 

considered in the project appraisal stages of the Project. 

 

4  CAPITAL ENVELOPE 

As required by Guidance, once it has been determined that a project achieves VfM the Sponsoring 

Agency must ensure that the terms of its delegated sanction are adhered to and that the capital cost of 

the project is consistent with the Capital Envelope allocation available to the Sponsoring Agency, if it 

is to award the contract to the highest ranking Tender. 

DoES’s Capital Envelope is available to it on an overall schools programme basis and not further 

allocated by DoES on a bundle by bundle basis. Therefore as this is only the second bundle in the 

schools programme the Capital Envelope does not represent a constraining factor in moving to 

contract award.  

Table 5 details this Capital Envelope analysis, comparing MPFI’s capital costs at FC to the Capital 

Envelope. This represents the final Capital Envelope review for the Project and supersedes the review 

done at Tender evaluation and detailed in the ITN “Schools PPP Programme Bundle 2 tender 

Evaluation Financial Assessment Report”. 

 

 

 

 

       

 

                                                      
3 Refer to ITN “Financial Assessment Report” and “Price Change Report” for details on financing costs. 
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Table 5: Capital Envelope comparison 

Cost Category MPFI at FC 

Nominal Capital Costs
4
 

€’m 

Construction Costs 66 

Construction Professional fees 5 

Construction insurance 1 

Furniture and equipment 11 

Up-Front Costs (SPV costs) 7 

Base Capital Costs 90 

Interest rolled-up during construction 4 

Capitalised financing costs 3 

Capital Costs before VAT 97 

VAT Charge (Fees & Upfront costs) 1* 

VAT Charge (Construction self accounted/paid already by Authority) 9* 

Total Capital Costs inc. VAT 107 

Capital Envelope: Schools Programme 300 

Capital Envelope utilised SB1 (73) 

Capital Envelope available for SB2 227 

Capital Envelope surplus post SB2 
 

120 

*BDO estimate of VAT payable on Tendered construction costs, used as a proxy for this analysis.  

 

As can be clearly seen in Table 5 the Project is comfortably within the Capital Envelope allocation 

available to DoES.  

 

 

5 CONCLUSION 

The Project demonstrates clear potential to achieve VfM for DoES. Additionally the capital cost of 

the Project is consistent with the Capital Envelope allocation available to DoES.  

On the basis that the terms of DoES delegated sanction are adhered to the contract can be awarded to 

MPFI. 

 

 

 

 

 

 

 

                                                      
4 As detailed in the “Price Change Report” MPFI adjusted the FM for actual/final capital costs pre FC so that debt drawdown can be 
correctly assessed. Any movement in costs does not impact the final UC and NPV and is entirely for MPFI’s account. Shown above are the 

final costs as adjusted by MPFI.  
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Appendix I 

VFM Assessment Methodology 

 

PSB as VFM tool 

The PSB is the benchmark against which the VFM of PPP Tenders is assessed. It is an estimate of the 

cost to the public sector of procuring the services set out in the PPP contract employing a traditional 

public sector procurement process, in which the public sector retains managerial responsibility and 

significant exposure to risk.  

DoES confirmed that its traditional procurement approach for the Project would involve awarding a 

design and build contract for the Schools, with DoES maintaining responsibility for ongoing lifecycle 

management and maintenance of the Schools, thereafter. 

Stages of VFM Assessment 

Guidance requires four VFM comparisons at different stages of the procurement process to ensure the 

rationale for continuing with the PPP procurement remains after each test.  

1.  The first formal PPP VFM test is a qualitative one. Project characteristics that are likely to 

provide VFM are assessed, such as, sufficient scale, potential for risk transfer to the private 

sector, potential to be output based and potential for revenue generation.  

2.  The second formal VFM test is carried out when the PSB has been compiled and prior to 

commencement of procurement. Some of the issues that were considered qualitatively in the 

first VFM test are quantified in the PSB. The PSB provides a basis for assessing whether the 

level of risk transfer using a PPP arrangement is likely to be sufficient to justify the additional 

cost of private finance.  

At this stage a Shadow Bid Model (“SBM”) is also prepared, which represents the Authority’s 

best estimate of a PPP Tender. The PSB is then compared to the SBM to assist in determining if 

the Project has the potential to deliver VfM in procurement. 

3.  The third formal VfM test takes place at ITN evaluation and compares actual Tenders to the 

PSB, allowing for the differing impact of taxes, in order to quantitatively assess whether 

Tenders have the potential to delivery VFM.  

This comparison assesses whether there would be a reasonable probability that, following the 

due diligence, negotiation and review of the Tender, VFM can be achieved and therefore if it is 

reasonable to incur the further costs of continuing the competition.   

4.  The fourth formal VfM test is completed just prior to FC to take account of changes that 

occurred during the PT period as outlined in the Executive Summary. 
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1 EXECUTIVE SUMMARY 

The Department of Finance (“DoF”) guidance document “Value for Money and the Public Private 

Partnership Procurement Process” (October 2007) (“Guidance”) sets out four formal Value for 

Money (“VfM”) tests that must be carried out in the PPP procurement process (refer to Appendix I for 

details).   

A consortium led by BAM PPP (“BAM”) was selected as Preferred Tender (“PT”) for the Project on 

19 September 2011 (appointment accepted by BAM on 29 September 2011) and at Tender evaluation 

the 3
rd

 VfM test was completed which demonstrated that BAM’s Tender price offered VfM.  

This report addresses the preliminary 4
th
 VfM test required by Guidance and which must be 

completed prior to Financial Close (“FC”)1 in order to: 

a)  examine the effect of any negotiated changes in the contract terms when the Project has 

been procured using the Negotiated Procedure; and  

b)  assess the impact of any changes in the base interest rate and/or discount rate. 

The 4
th
 VfM test involves a comparison of the PT’s Tender financial model updated for any Authority 

approved price changes following PT appointment, to the Public Sector Benchmark (“PSB”). In the 

4
th
 VfM test both the PSB and PT’s financial model are additionally being updated for the prevailing 

discount rate and target FC date (9 November 2012 in this instance).   

The 4
th
 VfM test has now been completed on the basis of an estimated base interest rate and discount 

rate, and demonstrates VfM has been maintained during the PT period.  

This report should be read in conjunction with the “Price Change Report” which summarises the 

Authority approved price changes since BAM’s appointment as PT.   

                                                      
1 A preliminary 4th VfM test is completed prior to FC using an estimate of the likely price changes to FC, so that the Project can proceed to 
FC. At FC when the final discount rate and base interest rate are known, the test is finalised. An addendum will be issued to this report 

detailing these final figures following FC. 
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2 THE UPDATED PSB 

The PSB was approved by DoES Management Advisory Committee (“MAC”) on 6 July 2010, prior 

to issuing the OJEU notice for the Project. A report “Schools PPP Programme, Schools Bundle 3- 

Public Sector Benchmark (“PSB”), Assumptions underlying the PSB” was prepared providing full 

details on the PSB assumptions. 

In order to ensure that the PSB and Tender price are comparable, Tenderers were required to use 

Authority prescribed dates for target FC, discount rate and inflation rates in their Tenders. The 4
th
 

VfM test is performed at FC using the updated FC date and discount rates. In addition, the standard 

VAT rate was amended between Tender submission and FC and the PSB has been updated to reflect 

the new rates. A comparison of these rates is shown in Table 1 below. 

Table 1: Updated assumptions at FC  

Assumption Tender 

Submission 

FC Comment 

Discount rate 6.88% 6.65% Discount rates as at 22 June 2011 (2 weeks 

prior to Tender submission) and at 26 

October 2012 (FC rate). 

 

FC Date 1 January 2012 9 November 2012 Delay to FC due to planning delays and 

negotiations regarding the financing 

structure. 

 

Long term inflation rate 2% p.a. 2% p.a. ECB target rate unchanged from Tender 

submission to FC. 

 

Standard VAT rate 21% 23% While updated, does not impact VfM test 

The approved PSB has accordingly been amended to reflect these changes in assumptions (the 

“Updated PSB”), so that an accurate comparison on a like for like basis can be made between it and 

the final Tender price at FC in the 4
th
 VfM test. 

The Updated PSB is summarised in Table 2 below. 

    Table 2: Updated PSB  

The Updated PSB  Ex VAT NPV 

€’m 

 

Approved PSB at ITN 170.5 

Impact of discount rate and timing adjustments  6.4 

 

Updated PSB for 4th VfM test
2
 

 

176.9 

 

3.  THE PRELIMINARY 4
th

 VfM TEST 

 

3.1 The Preliminary 4
th

 VfM test 

 

Table 3 overleaf details the 4
th
 VfM test. It clearly demonstrates that the Project, procured as a 

PPP, represents better VfM (€7.9m) than the cost of procuring it traditionally, as benchmarked 

in the Updated PSB. All factors considered in the analysis below are in accordance with the VfM 

methodology specified in Guidance. BAM’s Tender price at Tender submission (5 July 2011) updated 

for approved price changes to FC (see “Price Change Report”) is referred to as “FM” for the 

purposes of this report. 

 

                                                      
2 To be finalised at FC and included in an addendum to this report 
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Table 3: 4th VfM test  

Traditional Procurement  - PSB 

NPV 

€’m   PPP Procurement - Price per FM 

NPV 

€’m 

VAT inc. Original PSB 197.01 VAT inc. FM2  179.91 

Less VAT  (26.5)3 Less VAT   (9.3)3 

Ex VAT Original PSB 170.54 Ex VAT FM 170.65 

Discount rate and timing adjustments 6.4 Less Corporation Tax (“CT”)   (1.6)6 

Ex VAT Revised PSB 176.95 Ex VAT FM 169.0 

 

4th VfM Notes 

 
1 VAT inclusive PSB includes construction related VAT.  This is not included in the FM as it is paid separately to the Unitary Charge, on a reverse charge basis. 

Construction related VAT under the PPP procurement is payable directly by the Authority to Revenue. 

 
2 VAT inc. FM incorporates changes to the Tender Price during the PT Period as detailed in Price Change Report (including discount rate and FC date).  
 

3 See 1 above, difference in quantum due to construction VAT payment included under traditional procurement scenario but not reflected in the FM as it is paid 

separately on a reverse charge basis. 

 
4  Original PSB (excluding discount rate & timing adjustments) based on a discount rate of 6.88%.  
 

5 Updated PSB and FM based on a discount rate of 6.65%, FC date 9 November 2012 and a base interest rate of 2.35%. 
 

6 €4.4m nominal CT payable by BAM over life of Project, converted to NPV using 9 November 2012 FC date and discount rate of 6.65%.  

 

 

For the 4
th
 VfM test the PPP procurement price is shown net of corporation tax paid by PPP Co. to 

Revenue as this represents the net cost to the Exchequer. There is no corresponding adjustment to the 

value of the PSB as corporation tax is not directly payable by the public sector and will therefore not 

be included in the PSB.  

 

3.2 Review of VFM factors 

A review of the key costs arising under the traditional and PPP approaches (i.e. the updated PSB vs 

FM (Model No. 7 of Oct 12)) is summarised in Table 4. This demonstrates how VFM has been 

obtained across the key cost categories relevant to the Project. 

Table 4: Comparison of Updated PSB to FM (Model No. 7 of Oct 12) 

Cost  Category Updated PSB 

Ex VAT nominal 

€’m 

BAM FM 

Ex VAT nominal 

€’m 

Difference 

Ex VAT nominal 

€’m 

VFM 

Construction costs including risk 94.0 100.0 6.0  

Facility Mng. costs including risk 170.2 95.7 (74.5)  

Lifecycle costs (“LCC”) including risk 55.0 22.7 (32.3)  

Other (SPV, Up-Front Costs and Debt 

Fees) - 23.7 23.7 

 

Debt finance costs  - 99.6 99.6  

Equity finance costs - 54.5 54.5  

Deposit Interest - (7.9) (7.9)  

Corporation Tax (“CT”) - 4.4 4.4  

Unallocated Financial & Legislative 

Risk 7.7 - (7.7) 

 

Total 326.9 392.7 65.8  

Corresponding Ex VAT NPV  176.9 170.6 (6.3)* √ 
* Figure includes impact of CT (€1.6m NPV) – which was netted off for purposes of 4th VfM test under Table 3 above 

 

The key VfM drivers are as follows:- 

 Facilities Management costs, where BAM has been able to achieve significant savings 

(c.€51m) compared to the DoES estimate (as was costed in the PSB) of the cost of 

managing the same facilities; 
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 Additionally BAM has been able to achieve material savings in LCC compared to the 

cost estimates approved by DoES for a traditional procurement and as included in the 

PSB; 

 

 While the cost of private sector financing3 has outweighed in nominal terms the Facilities 

Management and LCC pricing benefits noted above, the fact that the PPP procurement 

allows the capital and upfront costs to be spread out over the 25 year life of the Project 

means that BAM’s Tender is cheaper than the PSB in NPV terms. It should also be noted 

that the average annual interest cost of the BoI and EIB bank debt (6.28% p.a. assuming 

a 2.35% base interest rate) is only 0.36% higher than the cost of the 25 year amortising 

sovereign bond recently issued by the NTMA (5.92% p.a., issued 20 September 2012), 

i.e. the cost of private finance, which includes project risks, is only marginally higher 

than what it would cost the State to borrow to fund the Project upfront. 

3.3 Non Monetary Costs and Benefits 

Guidance specifies that the 4
th
 VfM test is a purely quantitative comparison and therefore no 

qualitative benefits have been presented in the earlier analysis.   

However it should be noted that the Project will deliver purpose built modern school accommodation 

to support effective teaching in the Project schools. The economic benefits of this will have been 

considered in the project appraisal stages of the Project. 

 

4 CONCLUSION 

The Project demonstrates clear potential to achieve VfM for DoES.  

On the basis that the terms of DoES delegated sanction are adhered to, the contract can be awarded to 

BAM. 

An addendum to this report will be prepared post FC which will record the actual UC and NPV 

achieved at FC, following the final base interest rate and discount rate update. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                      
3 Refer to ITN “Financial Assessment Report” and “Price Change Report” for details on financing costs 



Schools PPP Programme – Bundle Three 

Value for Money Report         November 2012 

  7 

 

 

Appendix I 

VFM Assessment Methodology 

 

PSB as VFM tool 

The PSB is the benchmark against which the VFM of PPP Tenders is assessed. It is an estimate of the 

cost to the public sector of procuring the services set out in the PPP contract employing a traditional 

public sector procurement process, in which the public sector retains managerial responsibility and 

significant exposure to risk.  

DoES confirmed that its traditional procurement approach for the Project would involve awarding a 

design and build contract for the Schools, with DoES maintaining responsibility for ongoing lifecycle 

management and maintenance of the Schools, thereafter. 

Stages of VFM Assessment 

Guidance requires four VFM comparisons at different stages of the procurement process to ensure the 

rationale for continuing with the PPP procurement remains after each test.  

1.  The first formal PPP VFM test is a qualitative one. Project characteristics that are likely to 

provide VFM are assessed, such as, sufficient scale, potential for risk transfer to the private 

sector, potential to be output based and potential for revenue generation.  

2.  The second formal VFM test is carried out when the PSB has been compiled and prior to 

commencement of procurement. Some of the issues that were considered qualitatively in the 

first VFM test are quantified in the PSB. The PSB provides a basis for assessing whether the 

level of risk transfer using a PPP arrangement is likely to be sufficient to justify the additional 

cost of private finance.  

At this stage a Shadow Bid Model (“SBM”) is also prepared, which represents the Authority’s 

best estimate of a PPP Tender. The PSB is then compared to the SBM to assist in determining if 

the Project has the potential to deliver VfM in procurement. 

3.  The third formal VfM test takes place at ITN evaluation and compares actual Tenders to the 

PSB, allowing for the differing impact of taxes, in order to quantitatively assess whether 

Tenders have the potential to delivery VFM.  

This comparison assesses whether there would be a reasonable probability that, following the 

due diligence, negotiation and review of the Tender, VFM can be achieved and therefore if it is 

reasonable to incur the further costs of continuing the competition.   

4.  The fourth formal VfM test is completed just prior to FC to take account of changes that 

occurred during the PT period as outlined in the Executive Summary. 
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