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1.0 VARIATION OF COSTS THAT OCCUR ON PROJECTS 
 

TII was requested to provide a note on the variation of costs that occur on projects.  PPP Contracts, 
similar to Design & Build contracts, provide that TII retains the right to instruct variations with TII 
being responsible for the costs of such instructed variations.  TII instructed variations would typically 
represent additional works requirements or enhancements to the works requirements included in 
the tendered contract. 

Details of the principal variations instructed on the N17/N18 Gort to Tuam Scheme and the N7/N11 
Arklow/Rathnew Scheme are set out below.   

N17/N18 Gort to Tuam Scheme 

• Revisions to ITS equipment specifications in line with updated TII specifications.  This 
included civil works for future VMS signage requirements and higher specification weather 
stations along the route; 

• Provision of approximately 550 metres of cycle-paths and additional footpaths on existing 
N17 & N83 in Tuam;  

• Revised Road Junction at Ballygaddy to improve safety at the Junction.  This included 
revisions to the motorway overbridge junction requirements including a new compact 
roundabout on the existing road to the west of Ballygaddy Junction; and 

• TII instructions for the provision of LED lighting at a junction, revised ducting requirements 
and improved sightlines on a connecting local road. 

N11 Arklow/Rathnew 

• Enhancements to noise mitigation/screening measures to properties adjacent to the N7 at 
Newlands Cross. Extension of a boundary wall and provision of noise/environmental barriers 
to ensure proper screening off of residential units.  Additional timber environmental noise 
barriers between 2.5 and 4 metres in height were provided on the N7 section to provide 
noise mitigation and screening over a length of 680 metres to housing estates adjacent to 
the road;  

• The incorporation of distance indicators (location/chainage marker plates) which were a 
new post tender requirement in TII’s design standards; 

• Costs relating to the re-designation of the N11 section from dual carriageway to motorway.  
The N11 Arklow Rathnew section of the N11 was declared a motorway during the period of 
scheme construction.  This required the scheme signage for this section of the N11 and on 
the tie-ins to the North and South to be revised to comply with the different requirements 
associated with the re-designation to motorway; and 

• Variation costs related to TII instructions for the provision of additional tourist signage on 
the N7 section and additional enhanced landscaping requirements. 
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2.0 VALUE FOR MONEY ASSESSMENT 
 
TII’s Advance Briefing Material to the Committee of Public Accounts meeting of PAC meeting of 22nd 
March 2018 included details of the Value for Money (VFM) assessments for ten TII PPP schemes.  
During the course of the meeting TII was requested to provide an explanation of the VFM 
assessments undertaken and in particular an explanatory table of the glossary of terms and technical 
terms contained in the value for money assessment.  
 

The VFM Assessment consists of comparing a traditional procurement option to the cost to TII of the 
PPP tender.  Traditional procurement is where the State awards a contract for the design and build 
of the road infrastructure and the State awards separate contracts for the ongoing operation and 
maintenance along with lifecycle renewal works on a scheme.  The traditional procurement option is 
represented by the Public Sector Benchmark (“PSB”) which is also referred to as the Financial 
Comparator (“FC”).  The PSB represented TII’s estimate, which was prepared in conjunction with the 
relevant local authority and the scheme consultants, of the costs along with risks costs associated 
with procuring the scheme and service requirements specified in the PPP Contract as a traditional 
scheme.  PSBs are prepared in advance of tenders being received. 

The PPP tender cost are based on the most economically advantageous tender received and is 
assessed as the cost of the subvention (net of the revenue share) payable by TII to the PPP Company 
over the life of the contract. 

In order to perform a valid VFM assessment, it is necessary to take into account the incremental 
cash inflows, e.g. taxation, which arise in either a traditionally procured project or a PPP project and, 
therefore, reduce the net cost of the project from a Public Sector perspective. Such cash flows would 
include Corporation Tax, VAT and municipal rates. 

The VFM comparison calculation undertaken for the Kilcock-Kinnegad schemes is provided overleaf.  
A similar VFM comparison framework was undertaken for all PPP schemes. 
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Kilcock-Kinnegad Value for Money Assessment 

The table below shows the comparison of monetary costs and benefits associated with the 
traditional procurement and Preferred Tenderer option for Kilcock Kinnegad.  The left hand column 
of the table Traditional Procurement (With Tolling) represents the PSB.  The right hand column 
represents the costs of the Preferred Tenderer’s tender. 

 

The VFM assessment for Kilcock-Kinnegad showed that the Total Risk Adjusted Cost to the Public 
Sector was €227.78m (present value). This compares to the PPP Co tendered cost of €10.306m 
(present value).  This €10.306m consists of Construction Payments of €145.4m, Operation Payments 
of €5.9m, Contractual mark-ups of €0.5m and Risks retained of €1.6m.  These costs were offset by 
estimated receipts to TII comprising Weighted Average Revenue Share of €84.4m and Lane 
Occupation Charges of €1m.  The PPP tender costs were further offset by Incremental cash flows to 
Public Sector of €57.8m.  

The significantly lower cost associated with the Preferred Tenderer option compared with the cost 
under traditional procurement demonstrates that the PPP option represented better value for 
money.  

Further explanation of the terms listed in the table above is on the page overleaf. 

 

  



   
 

April 2018  Page 5 of 7 
 

The PSB for Kilcock-Kinnegad comprised of:  

• Base costs: the public sector’s estimate of what it will spend to construct, maintain and 
manage the infrastructure over the period of the contract in accordance with the 
performance specification as set out in the PPP contract, before allowing for contingencies 
or risks. This will include construction, design, advisers, supervision, operations and 
maintenance costs. 

• Toll costs: the public sector’s estimate of what it will spend to construct, maintain and 
manage the toll infrastructure over the period of the contract in accordance with the 
performance specification as set out in the PPP contract, before allowing for contingencies 
or risks. 

• Toll Revenue: TII’s estimate of toll revenue over the contract term.  
• Project risk retained (costs): these are applied to the Base Costs to reflect an appropriate 

allowance for the additional costs which can be expected to arise as a consequence of the 
risks associated with the project.  To ensure that the comparison with private sector bids for 
the PPP project is carried out on a like for like basis, allowances are only included for the 
risks that the Authority is transferring to the private sector. 

• Lane Occupation Charges: charges levied on a contractor for closure of side road/link roads 
during the construction of the scheme. 

• Project risks retained (Revenue): Revenue or Demand risk is mainly related to the 
uncertainty associated with: 

• Estimation of future traffic levels and therefore toll revenues, and 
• Revenue risk which includes reduced revenues due to the possibility of limited 

inflation price increases.  
Additional Revenue risk factors that were identified though not assigned a risk value in all 
cases were: 

• External Developments -; External developments considers the failure to secure the 
anticipated level of income from the Project Road due to potential obstacles in 
tolling in relation to e.g.: 

• Statutory Non-Approval; 

• Delay in Statutory Approval; 

• Reduced revenues due to reduction in toll period, and 

• Reduced rates of toll payment compliance. 

• Incremental cash flows to the Public Sector: In order to perform a valid VFM assessment, it 
is necessary to take into account the incremental cash inflows, e.g. taxation, which arise and 
therefore reduce the net cost of the project from a Public Sector perspective.  Such cash 
flows would include unrecoverable VAT and municipal rates. 
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The Preferred Tenderer option for Kilcock Kinnegad consists of: 

• Construction Payments and Operational Payments: Having regard to a tenderers’ forecasts 
of toll revenue (based on TII determined toll rates and tenderers’ traffic projections), 
tenderers were allowed to bid for construction phase payments and operational phase 
payments from TII. 

• Weighted Average Revenue Share: Tenderers were also required to make revenue share 
proposals whereby a percentage of toll revenues, subject to traffic volumes exceeding 
specified traffic levels, would be payable by the PPP Co to TII as revenue share. The 
weighted average revenue share reflects TII’s estimate of revenue based on TII’s traffic 
forecasts.  

• Contractual mark-ups: Where Tenderer had negotiated amendments to the tender contract, 
TII assigned a monetary value, where possible, to the Tenderers’ contract amendments. 

• Risks retained in either PPP or PSB: This provides for risks which are either fully retained or 
partially retained by TII in a traditional procurement or PPP scenario.  Examples of such risks 
would be Authority instructed variations, risk sharing on archaeology, industrial action and 
insurance risk share (where applicable). 

• Lane Occupation Charges: Charges levied on PPP Co for closures of side roads/link roads 
during the construction of the scheme. 

• Incremental cash flows to the Public Sector: In order to perform a valid VFM assessment, it 
is necessary to take into account the incremental cash inflows, e.g. taxation, which arise in a 
PPP project and, therefore, reduce the net cost of the project from a Public Sector 
perspective. Such cash flows would include Corporation Tax, VAT and municipal rates.  

 

Additional items included in the Preferred Tenderer costs for remaining schemes: 

Dundalk Western Bypass 

• Weighted Average Royalty Payment:  The PPP Co took over the existing Drogheda Bypass 
toll facility at contract award.  As part of the tender requirements the PPP Co was required 
to remit a significant proportion of toll revenue collected to TII.  This payment was referred 
to as a royalty fee and applied until the opening of the Dundalk Western Bypass.  

• Revenue from Non Availability Charges:  The PPP Co can be required to pay a Non-
Availability Charge to TII in the event of lane closures. 

 

N8 Fermoy/Rathcormac Bypass 

• Professional Indemnity Insurance:  At the time this contract was being tendered 
Professional Indemnity Insurance had limited availability.  On VFM grounds TII elected to 
defer the requirement to take out PI insurance and reserved the option of instructing the 
PPP Co to acquire PI insurance at a later date.  

M50 Upgrade: 

• Availability Payments:  The M50 Upgrade PPP was the first non toll PPP Contract awarded 
by TII.  On this contract the PPP Co is remunerated by what are termed Availability or 
Unitary Payments. 
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Tranche 1 Motorway Service Areas 

• Weighted Non-Underwritten Revenue Share:  This represents the present value of amounts 
which the PPP Co has agreed to pay to the Authority by way of Revenue Share and is 
irrespective of the actual revenue generated by the Motorway Service Area PPP Co. 




