5 f
d - n [ ¥ 7 o "
i 5 | el PO
4 : v ol
: . +
: PO - x
# p 7 ey . oy Aty
AnLE " G ) R+ 1 8
s e e o

&

NA &0 ¥,

AUDIT BRIEF 14 December 2023

Major projects 2023

Report 7: 2023-24

® Queensland
® ® Audit Office

Better public services



As the independent auditor of the Queensland public sector, including local governments, the Queensland Audit Office:

e provides professional audit services, which include our audit opinions on the accuracy and reliability of the financial
statements of public sector entities

e provides entities with insights on their financial performance, risk, and internal controls; and on the efficiency,
effectiveness, and economy of public service delivery

¢ produces reports to parliament on the results of our audit work, our insights and advice, and recommendations for
improvement

e supports our reports with graphics, tables, and other visualisations, which connect our insights to regions and
communities

e conducts investigations into claims of financial waste and mismanagement raised by elected members, state and local
government employees, and the public

e shares wider learnings and best practice from our work with state and local government entities, our professional
networks, industry, and peers.

We conduct all our audits and reports to parliament under the Auditor-General Act 2009 (the Act). Our work complies with
the Auditor-General Auditing Standards and the Australian standards relevant to assurance engagements.

e Financial audit reports summarise the results of our audits of over 400 state and local government entities.

o Performance audit reports cover our evaluation of some, or all, of the entities’ efficiency, effectiveness, and economy
in providing public services.

Learn more about our publications on our website at www.gao.qgld.gov.au/reports-resources/fact-sheets.
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Report on a page

Queensland requires efficient and well-maintained infrastructure that is readily available when and where
it's needed. It bolsters our economy, enhances our quality of life, and grows our communities. All 3 levels
of government allocate substantial funding each year to the development of infrastructure. At the state
level, the annual budget serves as a source of information on proposed Queensland Government projects
for the years ahead. This report provides insights into significant infrastructure projects in Queensland,
and an analysis of expenditure by the Queensland Government.

Queensland is experiencing a boom in capital expenditure

The Queensland Government has committed $16.4 billion to major capital projects in its 2023-24 budget,
marking an increase of over 30 per cent from $12.6 billion in the 2022—-23 budget. It is making substantial
infrastructure investments to cater for growth, support the transition to a renewable energy grid, and
prepare for the Brisbane 2032 Olympic and Paralympic Games (the Games).

The large volume of capital projects in the pipeline for Queensland, along with other significant capital
projects underway across Australia, means the construction sector will face several challenges for years
to come. These include a very tight labour market and significant supply chain disruptions following the
response to the COVID-19 pandemic and conflict in Ukraine. The Queensland Government must
proactively manage these risks, and plan for realistic time frames to ensure it can successfully deliver its
extensive infrastructure agenda.

More information is needed on capital projects

Clear and complete reporting on capital projects is critical to building public trust and ensuring
accountability. Current reporting requirements in Queensland could be strengthened to require more
complete reporting on capital projects. This particularly applies to the disclosure requirements for the
annual capital statement (which details capital projects) and public—private partnerships (between private
sector companies and the public sector).

Planning for the Games venues is underway

The Queensland Government has announced a $7.1 billion venue infrastructure budget for the Games.
Venues announced as part of the bid, including the Gabba, are undergoing a validation process to
support investment decision-making. This is in place of a business case, usually required for such
investments under the Project Assessment Framework. The government must finalise this process as
soon as possible to ensure the Games venues can be delivered on time and on budget.

Cross River Rail project costs and timing have changed

The Cross River Rail project was originally expected to be completed in 2025, at a budgeted cost of
$6.888 billion (including private financing of $1.499 billion). The rising costs of supplies and supply chain
issues have affected the delivery of the project. The Queensland Government has committed additional
funding of $960 million, increasing the total budget to $7.848 billion, with the project now expected to be
completed in 2026. The Cross River Rail Delivery Authority is working with other stakeholders to
coordinate and streamline activities across the different work packages of the project.
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1. Recommendations

Queensland Treasury strengthens disclosures in project summaries for public—private
partnerships (agreements private sector companies enter into with the public sector to deliver
services)

1. We recommend that Queensland Treasury:

e updates the relevant guidelines to require more information to be included in project summaries
of public—private partnership projects. These should include service payments, contributions
from private sector companies, and details of the analysis of value for money

o develops a project summary template for public—private partnerships to enable greater
consistency and more conformity with relevant guidelines

o updates the relevant guidelines to specify a time frame for publishing project summary reports.

Queensland Treasury updates guidelines for preparing the capital statement (the annual
overview of proposed capital expenditure)

2. We recommend that Queensland Treasury:

e updates relevant guidelines to require agencies to be consistent when naming and presenting
projects that continue over different financial years, or explain name changes and whether they
signify a change in the scope of a project

e updates relevant guidelines to require agencies to include an estimated project completion date
in the capital statement

o annually publishes a report of projects completed during the preceding financial year, in
conjunction with the capital statement. This should include the project completion date and the
total actual expenditure at the completion of the project.

Reference to comments

In accordance with s. 64 of the Auditor-General Act 2009, we provided a copy of this report to relevant
entities. In reaching our conclusions, we considered their views and represented them to the extent we
deemed relevant and warranted. Any formal responses from the entities are at Appendix A.
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2.

Insights into Queensland’s major
projects

Governments spend a significant portion of their budgets on capital expenditure each year, with the aim
of developing lasting community assets that will create jobs and provide economic growth.

This chapter provides insights into major projects the Queensland Government has budgeted for between
2019-20 and 2023-24, as well as insights into the Brisbane Metro, which is the largest capital project
currently underway for any local government in Queensland.

This chapter also identifies some issues regarding the reporting of information on capital projects and
public—private partnerships.

Capital expenditure: Money spent to buy or build new assets or improve existing assets. This can include
land, buildings, infrastructure, equipment, or computer systems. Examples include buying new medical
equipment, building a new school, or upgrading roads.

Capital project: A single project, for example, the construction of a new school.

Capital program: Several capital projects brought together under one program, for example, construction
of several new roads in a particular area.

In this report, we refer to all capital projects and programs as ‘projects’.

State infrastructure strategy

The Queensland Government’s State Infrastructure Strategy is a 20-year plan that sets out a vision for
Queensland’s infrastructure needs over the next 2 decades. It provides a framework to guide
infrastructure planning and investment, and has 5 focus areas, as shown in Figure 2A.

Figure 2A
Infrastructure focus areas
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Source: State Infrastructure Strategy 2022.

In addition to the State Infrastructure Strategy, 7 regional infrastructure plans across Queensland are
currently being developed, with 4 expected to be completed in 2023 and the remainder commencing in
2024. The regional infrastructure plans will complement the strategy and provide plans for Queensland's
councils to develop local infrastructure over the next 2 decades. Our Forward work plan 2023-26 includes
an audit on planning for Queensland’s long-term infrastructure investment, which will assess how
effectively and efficiently the government undertakes planning to inform infrastructure investments.
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Since the release of the State Infrastructure Strategy in June 2022, there have been several significant
announcements, including:

e September 2022: The $62 billion Queensland Energy and Jobs Plan to deliver new energy generation,
storage, and transmission infrastructure; and to move the power grid to renewable sources of energy.
It is planned that this will be both public and private sector investment.

e February 2023: The $7.1 billion Brisbane 2032 Olympic and Paralympic Games venues infrastructure
program, which will be delivered over the 9 years leading up to the Games.

e June 2023: The $88.7 billion Big Build 4-year capital program to deliver a variety of infrastructure
upgrades in transport, health, education, and water management. This includes $19 billion to support
the Queensland Energy and Jobs Plan above and $1.9 billion related to the venues infrastructure
program in the Brisbane 2032 Olympic and Paralympic Games.

Each of these announcements involves significant infrastructure that is expected to be delivered in the
coming decade.

However, risks — including weather events, supply chain disruptions, labour shortages, and a crowded
delivery pipeline (that is, too many projects trying to access supplies at the same time) — may jeopardise
the Queensland Government'’s ability to meet expectations.

This underscores the need for the government to establish clear infrastructure priorities, to ensure the
most important projects are delivered on time.

Public sector entities need to strictly manage conflicts of interest when
making procurement decisions

Given the significant amount of money involved in delivering infrastructure projects, it is critical that public
sector entities strictly comply with the principles of the Queensland Procurement Policy, particularly in
terms of managing conflicts of interest.

The policy is designed to ensure projects achieve value for money and meet the highest standards of
integrity and accountability in decision-making. In 2022-23, we identified deficiencies and made
recommendations for strengthening procurement practices, including managing conflicts of interest, to
state government entities. One of these was assessed as a significant deficiency, meaning it is a high risk
and needs to be addressed immediately. If entities do not comply with the policy, their procurement
decisions may not withstand scrutiny, and they may not be in the best interests of the entities or the
public.

Previous recommendations on procurement, contract, and project
management need to be implemented

Our report 2023 status of Auditor-General’s recommendations (Report 3: 2023—-24) noted that

59 procurement, contract, and project management recommendations were made in 4 reports to
parliament tabled in 2020-21 and 2021-22. Entities assessed that they had implemented 32 of the

59 recommendations, with 20 of the recommendations still outstanding, and the remaining 7 no longer
applicable. Most of the outstanding recommendations were from our report on Contract management for
new infrastructure (Report 16: 2021-22). The significant infrastructure investment planned for future
years emphasises the importance of entities implementing these recommendations quickly and
effectively.
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Budgeted capital spending is growing significantly

In the previous 5 financial years, from 2018-19 to 2022-23, annual budgeted capital expenditure
averaged $11.8 billion. In 2023-24, Queensland significantly increased its planned capital expenditure to
$16.4 billion, largely due to the investment associated with the Queensland Energy and Jobs Plan.

Figure 2B shows budgeted and estimated actual capital expenditure (forecast of actual spend for the
financial year) from 2018-19 to 2023-24.

Figure 2B
Budgeted and estimated actual capital expenditure across
all state government entities — 2018-2024
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Note: * The estimated actual expenditure for 2019-20 was not disclosed in the capital statement for 2020-21 and was taken from
the capital purchases from the non-financial public sector in the Report on State Finances 2019-20.

Source: Compiled by the Queensland Audit Office from capital statements 2018—19 to 2023-24, and the Report on

State Finances 2019-20.

Estimated actual expenditure was higher than budgeted in 2022-23 by 14 per cent. This increase was
driven primarily by external factors, including inflation on supplies, rising labour costs, weather events,
and additional spending required to maintain Queensland’s ageing energy infrastructure. The increase is
also driven by some agencies bringing forward capital spending to deliver projects sooner than originally
planned. For example, the Department of Transport and Main Roads has accelerated the delivery of
several highway and rail upgrades.

The volume of capital projects competing for resources over the coming decade and the external risks
facing the construction industry will place intense pressure on government projects to be delivered on
time and on budget. This is a key risk that must be managed at a whole-of-government level.

Capital expenditure across Queensland’s regions

Major projects can take years to design and build, and require a long-term investment outlook. These
projects create assets that are intended to serve Queensland's various regions for decades. Because of
this, capital investment decision-makers must anticipate the state’s future demographics and service
needs.

Queensland’s population is projected to grow by 21 to 42 per cent over the next 20 years, reaching
between 6 and 8 million people. With a growing population comes increased demand on our existing
infrastructure assets across healthcare, education, transportation, and energy.
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In the 5 financial years from 2019-20 to 2023-24, total budgeted capital expenditure was $39.3 billion in
South East Queensland and $26.2 billion across the rest of Queensland. The 2023—-24 budgeted capital
expenditure for South East Queensland has increased by 22 per cent since the 2019-20 capital budget.
For the rest of Queensland, it has increased by 55 per cent.

Figure 2C shows the average budgeted capital expenditure from 2019-20 to 2023-24 for each region,
and the same capital expenditure by the number of people in each region as of 30 June 2022 — which is
the latest population data available from the Australian Bureau of Statistics. (The regions are shown on a
map of Queensland in Appendix E.) Some of these projects are funded by both the Queensland and
Australian governments.

Figure 2C
Average budgeted capital expenditure 2020-2024
(using June 2022 population figures)
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Note: * Capital expenditure has been shown for South East Queensland (SEQ) as a whole, as well as the 6 regions within that area.
This is because of the interconnected nature of many projects within the area, with individual projects (for example,
upgrades to the M1 Pacific Motorway) benefiting people across multiple regions.

Source: Compiled by the Queensland Audit Office from capital statements 201920 to 2023-24, and data from the

Australia Bureau of Statistics — Regional population estimates.

Projects in Brisbane and Redlands account for 40 per cent of capital expenditure in South East
Queensland. This reflects the high population and expected population growth in the region over the next
20 years.

In the 4 financial years from 2019-20 to 2022-23, an average of 38 per cent of state capital spending
was focused on regional Queensland. In 2023-24, this shifted significantly to 46 per cent — a nearly even
split of infrastructure investment between South East and regional Queensland.

This shift has been driven primarily by the Queensland Energy and Jobs Plan and the Big Build capital
program, which will deliver infrastructure to a variety of areas within regional Queensland, including
central Queensland and outback Queensland. Planned investments for regional Queensland include
water security projects such as the $983 million Fitzroy to Gladstone water pipeline.
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Capital expenditure is booming

Figure 2D shows the value of capital projects across government portfolios, by budgeted capital
expenditure, from 2019-20 to 2023-24. (Appendix C lists the entities included in each portfolio.)

Figure 2D
Budgeted capital expenditure for each portfolio from 2019-20 to 2023-24
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Source: Compiled by the Queensland Audit Office from capital statements 2019-20 to 2023-24.

Budgeted capital expenditure for the Energy and Public Works portfolio has increased 143 per cent since
2022-23, from $2.3 billion to $5.6 billion. This increase is due in large part to the Queensland Energy and
Jobs Plan, which includes significant capital investments in generation, storage, and transmission
infrastructure.

The ‘Other’ category, which includes water distribution and supply infrastructure, public housing, and
police assets, has seen an increase of $980 million from the 2022-23 budgeted capital expenditure.

While the Transport and Main Roads portfolio continues to have the largest capital expenditure budget, it
has reduced by $0.4 billion since 2022-23. This is largely because of the completion of the major
construction works for Cross River Rail, with the tunnels and major underground works finished between
2019 and 2022. The remaining costs — associated with the testing, commissioning, and servicing of the
tunnels — are less than the construction costs.

However, the total budget for Cross River Rail increased by $960 million in 2023-24, due to impacts from
the response to the COVID-19 pandemic, environmental factors, and supply chain impacts caused by the
conflict in Ukraine.

Planned major projects have increased

Each year, the capital statement (Budget Paper 3) lists capital projects across the state in each portfolio,
including what they consist of, how much they cost, and how much has been spent to date.

Figure 2E outlines the Queensland Government’s major projects (those costing more than $500 million)
as of 30 June 2023, including their expected completion dates, and total estimated costs. The number of
projects with an estimated total cost over $500 million has increased 65 per cent from 20 projects in
2022-23, to 33 projects in 2023-24.
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Projects (as of 30 June 2023) budgeted for more than $500 million

Projects

Status

Completion
date

Estimated
total $

Energy and Public Works

Borumba Pumped Hydro Energy Storage’ Exploratory works commenced. 2030 $14.2 bil.
CopperString 20322 Early planning works. 2029 $5 bil.
Wind farm investments in Central Funding applications underway. TBD $1.1 bil.
Queensland
Central Queensland renewable projects Investment decision making TBD $500 mil.
underway.
Transport and Main Roads
Queensland Train Manufacturing Program Contract awarded for designing, 2032 $4.9 bil.
building, and maintaining.
Cross River Rail Construction in progress. 2026 $7.8 bil.
New Generation Rollingstock 75 trains delivered. Rectification 2024 $4.2 bil.
(electric trains) work on 32 trains in progress.
Logan and Gold Coast Faster Rail® Procurement. 2030 $2.6 bil.
Coomera Connector (Stage 1), Coomera Construction of Stage 1 north is 2025 $2.2 bil.
to Nerang?® underway.
Gold Coast Light Rail (Stage 3), Construction in progress, PPP 2025 $1.2 bil.
Broadbeach South to Burleigh Heads Project Summary Report completed.
Rockhampton Ring Road?® First construction phase contracts 2026 $1.1 bil.
awarded. The $280 million initial
package of works is to continue up
to the 2025-26 financial year.
Pacific Motorway, Varsity Lakes (Exit 85) Package A construction completed. 2024 $1 bil.
to Tugun (Exit 95) upgrade® Packages B and C expected to
open progressively from 2024.
Pacific Motorway, Daisy Hill to Logan Contract 1 and Contract 2 in TBD $1 bil.
Motorway funding commitment progress and due to be complete in
late 2024, weather and construction
conditions permitting.
Bruce Highway (Cooroy to Curra) Section Contract 1 and Contract 2 in 2024 $1 bil.
D, construction progress.
Gateway Motorway, Bracken Ridge to Pine Business case in progress. TBD $1 bil.
River upgrade funding commitment
Bruce Highway (Brisbane to Gympie), Business case in progress. TBD $948 mil.
Gateway Motorway to Dohles Rocks Road
Pacific Motorway, Eight Mile Plains to Construction in progress for 2024 $750 mil.

Daisy Hill upgrade

Packages 3 and 4, opening
progressively from 2024.
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Completion  Estimated

Projects Status

date total $
European Train Control System Level 24 Testing in progress. 2026 $764 mil.
Bruce Highway (Brisbane to Gympie), Construction for Contract 1 is 2024 $663 mil.
Caboolture — Bribie Island Road to Steve complete. Construction of Contract
Irwin Way upgrade 2 is in progress, weather and

construction conditions permitting.

Beerburrum to Nambour Rail Upgrade Finalisation of design for Stage 1 in 2027 $551 mil.
(Stage 1) progress, with the timing for delivery
and staging of construction works to
be finalised following the completion
of detailed design.

Clapham Yard (train) Stabling Construction in progress. 2026 $532 mil.
New Gold Coast Stations (Pimpama, Hope Design and construction in 2026 $500 mil.
Island and Merrimac) progress.

Queensland Health

Capacity expansion program — rest of All projects except for New TBD $5.9 bil.
program® Queensland Cancer Centre are in
the design phase (post-business
case approval), and on-track to
achieve milestones.

Sunshine Coast University Hospital Project achieved practical 2016 $1.8 bil.
completion in 2016. Financial close
in early 2024 to finalise project
spending.

New Toowoomba Hospital Managing contractor appointed, 2026 $1.3 bil.
design is underway. Site
establishment and early works
anticipated for early 2024.

New Coomera Hospital® Managing contractor appointed, 2027 $1.3 bil.
design is underway. Site
establishment and early works have
also commenced. Tracking towards
GCS approval — mid—late 2024.

New Bundaberg Hospital Project validation report completed, 2027 $1.2 bil.
Managing Contractor appointed,
schematic design and planning
approvals underway.

Queensland Corrective Services

Lockyer Valley Correctional Centre Construction underway. 2024 $861 mil.

Regional Development, Manufacturing and Water

Paradise Dam improvement project Early works have commenced. TBD $1.2 bil.

Fitzroy to Gladstone Pipeline Construction underway. 2026 $983 mil.
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Completion  Estimated
date total $

Projects Status

Education

New schools capital works program New school program in various TBD $630 mil.
stages of progress, ranging from
planning to under construction.

State Development, Infrastructure, Local Government and Planning

The Gabba redevelopment Finalising the project validation 2030 $2.7 bil.
report.
Brisbane Arena’ Joint business case is currently 2030 $2.5 bil.

under development.

Notes:
1 Pumped hydro storage uses 2 water reservoirs at different elevations to generate and store energy.

2 CopperString is a transmission line running from Townsville to Mount Isa.

3 The Coomera Connector is a proposed 45-kilometre motorway that will connect Logan City with the Gold Coast.

4 The European Train Control System is a train signalling system.

5 The Capacity Expansion Program is building new hospitals and expanding others.

6 Guaranteed Construction Sum (GCS) represents an offer by the managing contractor to deliver the project, and includes a project
brief, time frames for completion, and cost information.

7 The Gabba redevelopment and Brisbane Arena are identified in the capital statement and included in the budget, but not listed in
the capital outlays by entity. Both projects are being delivered by the Department of State Development, Infrastructure, Local
Government and Planning. Funding by the Australian Government for the Brisbane Arena is capped at $2.5 billion.

8 In November 2023, the Australian Government announced funding changes for a number of projects as a result of the
Independent Strategic Review of the Infrastructure Investment Program. This included funding increases for Logan and Gold
Coast Faster Rail ($1.8 billion), Rockhampton Ring Road ($347.5 million), and Pacific Motorway Varsity Lakes to Tugun upgrade
($70.0 million). Subsequent to this announcement, the Queensland Government announced a confirmed cost estimate increase to
$5.75 billion for the Logan and Gold Coast Faster Rail project.

TBD — To be decided.

Source: Compiled by the Queensland Audit Office from capital statements 2019—-20 to 2023-24, various state
government entities.

Queensland is planning significant investment in energy

One of the main capital programs for the year ahead is the Queensland Energy and Jobs Plan, which
outlines the state's pathway to transforming the energy system over the next 10 to 15 years and
delivering clean, reliable, and affordable power. The $62 billion plan includes approximately $19 billion in
capital investment over the next 4 years, with $1.3 billion across Queensland in the 2023-24 budget. The
plan aims to deliver a SuperGrid and a 50 per cent renewable energy target by 2030, 70 per cent by
2032, and 80 per cent by 2035.

SuperGrid: This represents all the elements of an electricity system — including the poles, wires,
infrastructure for solar and wind generation, and storage — to provide clean, reliable, and affordable power.
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The 2023-24 capital program commits over $1.3 billion as part of the Queensland Energy and Jobs Plan,
including several key investments in developing the Queensland SuperGrid, such as:

CopperString 2032: over 1,100 kilometres of transmission line from Townsville to Mount Isa,
% connecting Queensland’s North West Minerals Province (centred around Mount Isa and

Cloncurry) to the national electricity grid. In 2023—-24, Powerlink (the energy transmitter in

Queensland) is investing $594 million on initial construction works for the project.

Borumba Pumped Hydro Energy Storage: a 2-gigawatt pumped hydro energy storage project
representing a $14.2 billion cornerstone investment of the Queensland Energy and Jobs Plan. In
2023-24, $184 million is budgeted to be spent on detailed design and exploratory works.

i Wind farms: Several wind farms are being developed, some through joint venture arrangements
/l l\ (where 2 or more entities partner to deliver a project), with $630 million included in the budget for
2023-24.

Significant rail projects underway in Queensland

Several rail projects are underway in Queensland, including the train manufacturing program and Stage 3
of the Gold Coast Light Rail project.

Queensland Train Manufacturing Program

In June 2023, the Department of Transport and Main Roads signed a $4.6 billion contract with the
Downer Group for the construction of 65 passenger trains, including a maintenance facility, stabling, and
an initial 15 years of maintenance. This contract is part of the $7.1 billion announced in the 2022-23
Queensland state budget following completion of the project business case.

In June 2023, the estimated total project cost increased to $9.5 billion due to factors such as an increased
scope and escalations in the costs of external labour and supplies following the completion of the tender
process. Additional scope items for the program include developing train boarding bridges, electronic
leveling control systems, and a test track at Torbanlea (north of Maryborough).

The site establishment works are underway at both the manufacturing facility and rail facility sites, with
major construction planned for late 2023. At this stage, work is yet to begin on construction of the
passenger trains. The first train is planned to be manufactured and begin testing by late 2026, with all
trains expected to be in service by 2032.

Logan and Gold Coast Faster Rail project

The Logan and Gold Coast Faster Rail project is still in the planning phase, subject to approvals from the
Australian and Queensland governments. As published in the capital statement as of 30 June 2023, both
the Australian and Queensland governments will contribute an equal $1.3 billion for the project

($2.6 billion in total). As part of the Australian Government’s infrastructure funding announcement in
November 2023, federal funding contributions have increased by $1.8 billion. Subsequent to this
announcement, the Queensland Government announced a confirmed cost estimate increase to

$5.75 billion. The project will deliver more frequent and reliable train services between Brisbane, Logan,
and the Gold Coast by doubling the number of tracks between Kuraby and Beenleigh, modernising rail
systems, upgrading stations, and removing level crossings.

Gold Coast Light Rail

The Gold Coast Light Rail is being delivered in stages. The dual-track system is currently more than
20 kilometres long and has 19 stations from Helensvale to Broadbeach South, with Stage 3 underway
and Stage 4 in its early planning stages.
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The Gold Coast Light Rail Stage 3 (GCLR3) project provides a 6.7-kilometre extension south of the
existing tram network, to link Broadbeach South and Burleigh Heads. The project also includes 8
additional stations, 5 new light rail vehicles, upgrades to the existing Southport depot and stabling
facilities, and new light rail/lbus connections at Burleigh Heads and Miami. All 3 levels of government are
contributing funding towards the project.

Figure 2F
Gold Coast Light Rail Stage 3 project

Australian Government contribution

$1.2 bil $395.6 mil.
Total budget .
$391.4 mil. Queensland Government
Total expenditure to contribution

2025 date (30 June 2023) $7133 mil.

Construction
completed Gold Coast City Council contribution
$91.5 mil.

Source: Compiled by the Queensland Audit Office.

On 28 March 2022, the Department of Transport and Main Roads entered into a contractual arrangement
with GoldlinQ (the light rail consortium) and its chosen design and construction contractor, John Holland.
Construction is expected to be completed in 2025.

The project is being delivered through a public—private partnership arrangement, and involves 2 distinct
phases:

¢ the design and construction phase, in which GoldlinQ and its subcontractors take responsibility for the
design, construction, and partial financing of the project

e the operations phase, which will commence when Stage 3 construction is completed.

Strengthening transparency on public—private partnership disclosures

The National Public-Private Partnership Policy and Guidelines, the Queensland Project Assessment
Framework, and the Queensland Procurement Policy (the guidelines) require the Queensland
Government to prepare a project summary when public—private partnership projects are financially closed
(funding is finalised) — to promote transparency and accountability.

Under the National Public-Private Partnership Policy, the Queensland Audit Office is required to provide
assurance that the project summary report is a fair reflection of the project agreement, before the report is
tabled in parliament. We signed our limited assurance report on the project summary for the Gold Coast
Light Rail Stage 3 public—private partnership on 9 November 2023. The project summary report was
tabled in parliament on 8 December 2023.

Public—private partnerships are cooperative agreements generally entered into by private sector organisations
with public sector entities for the delivery of government services.

Project summaries are prepared for any capital project delivered through a public—private partnership,
summarising the key information of the project agreement.

Our review of the project summary report for GCLR3 did not identify any material non-compliance with the
project summary guidelines. Our review did not provide any assurance over the effectiveness of contract
management.
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While our audit found that the project summary aligns with the Queensland guidelines and surpasses
them in some of the disclosures included (as shown in Figure 2G), Queensland Treasury has an
opportunity to enhance the required disclosures. The disclosures mandated in other states could be
adopted to better support the Queensland Government’s requirements and expectations about integrity,
probity, value for money, and accountability within procurement.

Figure 2G lists the disclosure requirements of public—private partnership projects for Queensland, New
South Wales, and Victoria.

Figure 2G
Disclosure requirements — project summaries for public—private partnerships

Disclosure requirements

Project overview v v v v
Procurement option analysis v v v v
Project advisors v X X v
Tendering information and evaluation v v v v
Contractual relationships v v v v
Contract milestones v v v v
Risk allocations v X v v
Contract termination rights v X v v
Contract modification procedures X X v v
Contract value v v v v
Value-for-money analysis X X v v
Service payments X X X v
Cc.mtrlbutlons.by parties, including X X v v
private financing

N/A — No
Variations of costs or milestones variations have v v

occurred
Performance measures v v v v
Specified time frame for publishing No time frame has - UV Ef Within 60 days of

. Not specified the contract ) .

project summary report been set financial close

becoming effective

Note: Qld — Queensland; NSW — New South Wales; VIC — Victoria.

Source: Compiled by the Queensland Audit Office.

As shown above in Figure 2G, the Queensland guidelines do not specify time frames for tabling the
project summary. This can lead to delays, sometimes meaning the information is not timely when it
becomes available. For example, we finished our limited assurance audit procedures over the Tunnel,
Stations and Development public—private partnership project summary for the Cross River Rail Delivery
Authority on 3 June 2020, but this was only tabled in parliament on 5 December 2023.

More explicit guidance is needed to ensure these reports are made public in a timely manner.
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Queensland Treasury strengthens disclosures in project summaries for public-private
partnerships (agreements private sector companies enter into with the public sector to deliver
services)

1. We recommend that Queensland Treasury:

o updates the relevant guidelines to require more information to be included in project summaries
of public—private partnership projects. These should include service payments, contributions
from private sector companies, and details of the analysis of value for money

o develops a project summary template for public—private partnerships to enable greater
consistency and more conformity with relevant guidelines

e updates the relevant guidelines to specify a time frame for publishing project summary reports.

The government needs to provide more information on
capital projects

Each year, the capital statement (Budget Paper 3) provides information to Queenslanders on major
capital projects across the state, including what each project consists of, how much it costs, and how
much has been spent so far. It is an essential source of information on projects relating to, for example,
energy, transportation, and education.

Guidelines for capital statements in Queensland

Preparing capital statements is common practice in all Australian states and territories. In Queensland,
the requirements for what is included in the capital statement is detailed in Queensland Treasury’s
guidelines, Capital Statement — Guideline for Agencies, as well as the Capital Program Portal — BP3
Module user guide. We have summarised the key requirements of these guidelines in the Queensland
column of Figure 2H.

Individual agencies are responsible for providing information on their capital projects to Queensland
Treasury as part of the process to prepare the capital statement each year.

Naming of projects and programs

The guidelines require agencies to name projects and programs in a self-explanatory manner, provide an
appropriate level of context to the reader, and strive for consistency with other publications. We have,
however, found some instances of programs and projects changing names each year, despite no change
in scope or nature of the program or project.

This lack of consistency makes it more difficult for readers to identify and monitor projects across years.

Presenting projects and programs

Capital expenditures are presented either as individual capital projects, or collectively under a single
capital program in the capital statement. Agencies are responsible for determining how to present this,
but we noted there is no guidance to ensure their determination is appropriate and consistent.

In the following example, we have noted inconsistencies with how capital programs have been disclosed
in the capital statement.
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The $9.8 billion Queensland Health Capacity Expansion Program includes 3 new hospitals, totalling
$3.8 billion. These 3 new hospitals have been identified individually within the capital statement, with the
remaining $6 billion capital budget disclosed collectively as a single line item. This single line item
contains many projects, 6 of which are expected to each cost over $465 million. Separate disclosure for
these projects is expected in the capital statement when the planning and procurement activities are
further progressed.

Other capital programs, such as the $378 million Satellite Hospitals Program, have also been disclosed
entirely as a single line item.

The absence of clear guidelines for agencies when deciding the level of detail in disclosing capital
programs can lead to inconsistencies, and limits transparency over their capital expenditures.

Guidelines in other jurisdictions

We reviewed the information contained in the capital statements across other jurisdictions and have
highlighted the main requirements in Figure 2H.

Figure 2H
Capital statement disclosure requirements

Disclosure requirements QLD NSW VIC
Project description for key capital v v v
projects and programs
Total estimated project cost v v v
Total actual project cost to date v v v
Budgeted project cost for coming v v v
year
egionatlocaton) v X X
e and complted projects X X v
Estimated project completion date X v
Supplemental interactive v % v

dashboard for significant projects

Note: Qld — Queensland; NSW — New South Wales; VIC — Victoria.
Source: Compiled by the Queensland Audit Office.

As illustrated in Figure 2H, while Queensland’s capital statement does include information on the
statistical area of the projects, it does not include the estimated project completion date as other states
do, nor does it show which are new, and which are from the previous year.

New South Wales and Victoria disclose information on projects completed in the prior financial year in
their capital statements, including the completion date and total actual expenditure. Because the purpose
of the Queensland capital statement is to focus on future capital expenditure, Queensland Treasury has
not included information on recently completed projects. It could, however, provide this information in
conjunction with the capital statement to provide more transparency on completed projects.
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Queensland Treasury updates guidelines for preparing the capital statement (the annual
overview of proposed capital expenditure)

2. We recommend that Queensland Treasury:

e updates relevant guidelines to require agencies to be consistent when naming and presenting
projects that continue over different financial years, or explain name changes and whether they
signify a change in the scope of a project

e updates relevant guidelines to require agencies to include an estimated project completion
date in the capital statement

e annually publishes a report of projects completed during the preceding financial year, in
conjunction with the capital statement. This should include the project completion date and the
total actual expenditure at the completion of the project.

Brisbane Metro is the largest council-led project in
Queensland

Major projects are not only delivered by federal and state governments. Local governments (councils) are
integral in the delivery of services to their community, and this can include planning and delivering
significant infrastructure.

As of this year, Brisbane Metro remains the largest council-led project in Queensland.

Brisbane Metro

Delivery of Brisbane Metro began in late 2021. It will transform 21 kilometres of existing busway into a
high-frequency rapid transit system, connecting Eight Mile Plains and Roma Street, and the Royal
Brisbane and Women’s Hospital and the University of Queensland.

It will feature 18 stations, 11 of which will be interchange stations linking the metro to bus routes, with
2 linking to Cross River Rail stations. The project will also deliver a new fleet of 60 all-electric
high-capacity metros (battery-electric vehicles).

The estimated cost of delivering Brisbane Metro is $1.6 billion, funded jointly by the council and the
Australian Government. Expenditure to 30 June 2023 has been $790 million, of which $374 million was
spent in 2022-23.

Figure 2| provides a snapshot of Brisbane Metro, including total funding, the contribution of the Australian
Government and Brisbane City Council to the budget, and expenditure as of 30 June 2023.

Figure 2|
Brisbane Metro

Brisbane City Council

$1.6 bil. contribution
Total budget . i
’ $790 mil. $1.3 bil.
Total expenditure to .
2024 date (30 June 2023) Australian Government
contribution

Services due to start

$300 mil.

Source: Compiled by the Queensland Audit Office.
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Budget and current progress

Figure 2J provides information on activities under each of 3 work packages of the Brisbane Metro project,
as well as the total budgeted and actual expenditure as of 30 June 2023.

Expenditure to date across the work packages increased from $416 million in 2021-22 to $790 million in
2022-23. There has been a budget increase for the Stage 1 work package of approximately $100 million
to accommodate the impacts from the response to the COVID-19 pandemic, global supply chain
disruption, the conflict in Ukraine, and the protracted La Nina weather event.

Brisbane City Council estimates the remaining cost to complete all 3 work packages will be $795 million —
an increase of $90 million. This is expected to be spent in the 2023-24 and 202425 financial years.

Again, this is in line with the progress of the project as outlined in Figure 2J, which shows when
milestones are due to be reached. These include completion of the busway and station infrastructure,
commissioning of the system, and commencement of busway testing and training.

Figure 2J
Three key work packages to deliver Brisbane Metro

Brisbane Metro Stage 1 work package * Depot construction to be completed

late 202 j I
* Delivering the main infrastructure of the depot, busways, ate 2023, subject to approvals

and vehicles

- Vehicle chargi ipment
- Total budget $1.44 bil. (Expenditure to date $744 mil.) efic’e charging equipmen

commissioning due early 2024

- - * Busway and station infrastructure

Operational Readiness work package due late 2024

« Delivering network, bus systems, and readiness activities,
with some associated network infrastructure

* Total budget $97 mil. (Expenditure to date $22 mil.)

» Systems commissioning package 1
completed, stage 2 due late 2024

» Metro vehicles on busway for testing
and training to start early 2024

Brisbane Metro Stage 2 work package

« Further developing the capacity of the metro for the future

« Total budget $48 mil. (Expenditure to date $24 mil.) - Service commencing late 2024

Source: Compiled by the Queensland Audit Office from Brisbane City Council project budget.

Construction works began in late 2021. The construction of the Brisbane Metro depot is planned to be
substantially complete in December 2023. The metro and its charging system are the first of their kind in
Australia, and because of this, testing and commissioning activities are currently underway, with more
major milestones approaching in early 2024. The completion of the busway and station infrastructure is
due in late 2024.

Following a successful pilot metro (battery-electric vehicle) test in 2022, Brisbane City Council placed an
order for the initial 59-vehicle fleet. Of these, 6 are due to be delivered in early 2024. The production and
delivery plan for the remaining 53 vehicles is still under development, with a planned fleet acceptance
time frame of 2024-25.

In 2022, works on operational readiness began with network engagement (consultation with planning
advisory firms and the Brisbane community). The council has since finalised its submission for state
approval of the bus network. Concurrently, the commissioning of Brisbane Metro Management Systems
Package 1 was completed in 2023, and the fully integrated readiness timeline was established. This
timeline will bring together all aspects of the Operational Readiness work package in preparation to
commence customer services.
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Brisbane Metro — Woolloongabba Station

In March 2022, as part of the South East Queensland (SEQ) City Deal (a funding agreement to deliver
infrastructure investment), the Australian Government, Queensland Government, and Brisbane City
Council announced $450 million for a new Woolloongabba Brisbane Metro Station. The new busway
station at Woolloongabba will improve connectivity between the Woolloongabba Cross River Rail station,
Brisbane Metro services, and bus services on the South East Busway, supporting urban renewal across
the precinct.

In late 2023, the project plan was agreed between the 3 levels of government. Detailed planning and
design are underway and will continue over the next 2 years. A high-level scope of this project includes:

e anew station and busway connections
e bus layover facilities
e upgrades to local roads and intersections

e pedestrian, cycle, and urban improvements within the precinct.
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3.

Progress of the Cross River Rail
project

The Cross River Rail (CRR) project is being delivered by the Cross River Rail Delivery Authority (the
Delivery Authority). The project will deliver a 10.2-kilometre rail line that includes 5.9 kilometres of twin
tunnels running under the Brisbane River and central business district. It includes 4 new underground
stations, and one new and 7 rebuilt above-ground stations.

CRR remains the current infrastructure project with the largest capital expenditure in Queensland in
2022-23 and continues to progress through its construction phase.

We reported in Major projects 2022 (Report 7: 2022-23) that the delivery of the CRR project had been
affected by supply chain issues including increased costs of materials and labour. The Delivery Authority
continues to monitor and assess the impact of these factors on the project cost and the timing of delivery.

As a result, in March 2023, the Queensland Government announced the total cost of the CRR project was
revised to $7.848 billion — $960 million over its original budget of $6.888 billion. The additional approved
funding is made up of:

e $530 million for the Tunnel, Stations and Development work package
e $110 million for the Rail, Integration and Systems work package

e $208 million for activities relating to testing and commissioning, integration, operational readiness, and
project management

¢ $112 million reimbursing the Delivery Authority for previous land acquisitions.

Project milestones have also been affected, with major construction works extended from 2024 to 2025
and the formal opening date delayed from 2025 to 2026.

Figure 3A outlines the progress of the CRR project as at 30 June 2023, and the revised project timelines.
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Figure 3A
Cross River Rail project — progress and plan
2019
2023 2026 and
and 2020 2021 2022 2024 2025

earlier beyond

Work ; i : i
packages | Completed ‘ Coming Up
i
Tunnel drilling works Tunnel track installation
1 Excavation works 1 ComERE 2
TSD service testing
Underground station construction works (including fit-outs and finishings)
1 Operational

Contracts . . . service

awarded Above ground rail installation and station upgrades
Rlsz and early

works 1 Commissioning and
i service testing
Design and testing of railway signalling  rpajn signalling fitment and installations
ETCS? svstem :
Construction of signalling system Commissioning and
infrastructure service testing

I Integration planning and testing I
I between components

-_—a e e s e e o= sl

Note: 'TSD — Tunnel, Stations and Development; RIS — Rail, Integration and Systems; SETCS — European Train Control System.
Refer to Figure D1 of Appendix D for the project details.

Source: Compiled by the Queensland Audit Office from Cross River Rail Delivery Authority management reports.

In 2022-23, the Delivery Authority made major construction progress on each of the major work
packages (see Figure D1 in Appendix D). Below ground, it completed rail installation and cabling works in
the tunnels and installed permanent lining (the support system of a tunnel) at Woolloongabba and Albert
Street stations.

Above ground, it handed over the Mayne Yard North train stabling facility for use by Queensland Rail and
completed upgrades to Yeronga station. It continued to make progress with testing and fitting signalling
systems onto trains during the year.

Continued monitoring of project’s cost and schedule

As of 30 June 2023, $5.8 billion had been spent on the CRR project, which is $276 million less than the
originally budgeted expenditure to date. This underspend has primarily been caused by construction
delays arising from significant supply chain disruptions due to responses to the COVID-19 pandemic and
the conflict in Ukraine. Figure 3B details the expenditure to date for the CRR project.

With the construction period extended by one year, the budgeted costs will be allocated over an extended
period. As the project progresses and the Delivery Authority incurs additional costs to catch up with
construction, actual expenditure is expected to closely reflect the revised budgeted costs.

To meet the revised completion date of 2026, the Delivery Authority has implemented an integrated
delivery program, which means the testing of tunnels, stations, train lines, and signalling systems will be
conducted progressively as construction continues.

The integrated schedule is intended to allow all parties to work together to minimise the time between
completion of different components of the work packages. The Delivery Authority will need to continue to
manage the cost, and align delivery schedules with all stakeholders, to achieve the revised milestones.
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Additional funding for Cross River Rail-associated projects

The Delivery Authority is also delivering several other related projects for the Department of Transport
and Main Roads and Queensland Rail. These include upgrading train stabling yards, bridges, and
stations (Complementary and Associated Works); implementing the rail signalling system (European
Train Control System project); and constructing the Pimpama, Hope Island and Merrimac stations on the
Gold Coast (New Gold Coast Stations project).

Due to the continued effects of market forces on the supply chain, actual expenditure in 2022-23 on
these projects is $18 million less than originally budgeted.

As part of the broader SEQ Rail Connect (which is a strategy to deliver an integrated transport network in
the South East Queensland region), other rail infrastructure projects are being planned to complement
and support the CRR project. These include building a train manufacturing facility, building new tracks
and rail systems in South East Queensland, and deploying new signalling systems on more trains.

Figure 3B outlines the projects and their funding sources, including the budget increases.
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Figure 3B
Major rail and associated infrastructure projects (expenditure as of 30 June 2023)

European Train
Control System (ETCS)

2022 budget $761 mil 2022 budget $646 mil
Revised budget $989 mil. 2 Revised budget $717 mil.1

Complementary and
Associated Works

New Gold Coast

Tunnel, Stations Spent $528 mil. Stations

Spent $352 mil.
and Development 2022 budget $120 mil.

. s
2022 budget $4.2 bil. Revised budget $427 mil.
Spent $92 mil.
Revised budget $4.8 bil.* pen i

>

Queensland

: X NGR
Spent $3.9 bil. Rail rectification
Performed by

Downer EDI

ering project_ __ Budget $336 mil.
Spent $206 mil.

o

eli

=

Rail
: infrastructure Department
Crpss River A of Transport NGR ETCS
Rail Delivery proj d Mai :
; ; and Main Implementing
2022 budget $1.7 bil Authority Roads ETCS on frains
Revised budget $2.0 bil.

Other works!?

Budget $374 mil.

Spent $1.3 bil. Spent $139 mil.

Logan and Gold
) : Coast Faster Rail
Train Manufacturing o :

Program Additional rail tracks and
_ upgraded train services in
2022 budget $943 mil. SEQ

: o :
Revised budget $1.1 bil. 20,22 budget $7.1 b||: : Budget $1.3 bil.6
Revised budget $9.5 bil. Spent $137 mil.

Spent $687 mil. Spent $240 mil.

Queensland

Rail, Integration
and Systems

Notes:

1 The total budget for the ETCS work package is $764 million, with Queensland Rail funding $717 million and the Delivery Authority
funding $47 million from the Other works budget.

2 The total budget for the Rail, Integration and Systems work package is $2.1 billion, with Queensland Rail funding $989 million and
the Delivery Authority funding $1.1 billion. The state has committed additional funding of $197 million and $110 million to
Queensland Rail and the Delivery Authority respectively. A further increase of $30 million in Queensland Rail funding relates to
signalling works and Dutton Park accessibility (Southern Area) modifications.

3 The total budget for New Gold Coast Stations has increased from $187 million to $500 million, with the Department of Transport
and Main Roads funding $427 million (previously $120 million), and Queensland Rail funding $73 million (previously $67 million).

4 The state committed additional funding of $530 million for the Tunnel, Stations and Development work package.

5 The original budget for the Queensland Train Manufacturing Program was $7.1 billion, as announced in October 2021, but it was
increased to $9.5 billion in June 2023 following the completion of a tender process.

6 As published in the capital statement as of 30 June 2023, the total budget for the Logan and Gold Coast Faster Rail is $2.6 billion,
which is funded equally by the federal and state governments. In November 2023, the Australian Government announced funding
changes for a number of projects as a result of the Independent Strategic Review of the Infrastructure Investment Program. This
included a funding increase for the Logan and Gold Coast Faster Rail project of $1.8 hillion. Subsequent to this announcement,
the Queensland Government announced a confirmed cost estimate increase to $5.75 billion.

NGR — New Generation Rollingstock.

All budgets for major projects include a contingency to allow for any construction risks to be addressed as they arise. For the CRR
project, this is included in the Other works revised budget of $2 billion. As of 30 June 2023, the contingency for the CRR project
remained within budget.

Source: Compiled by the Queensland Audit Office.
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4.

Brisbane 2032 Olympic and
Paralympic Games infrastructure

The Brisbane 2032 Olympic and Paralympic Games (the Games) promises to be a significant event for
Brisbane, Queensland, and Australia as a whole. With the Games less than 9 years away, effective
governance, budgeting, and venue planning are crucial for success.

Since 21 July 2021, when the International Olympic Committee announced Brisbane as the host city for
the Games, there have been several major developments, as outlined in Figure 4A. The announced
budget to enhance or build new venues infrastructure for the Games is $7.1 billion and includes a

$3.4 billion intergovernmental funding agreement between the Australian and Queensland governments.
This funding agreement is for the construction of the Brisbane Arena and the 16 new or upgraded venues
included in the Minor Venues Program.

Figure 4A
Key milestones for the Games — 2021 to 2032

2021 ° International Olympics Committee (IOC) announces Brisbane as host city for
2032 Olympic and Paralympic Games

2021 ° Brisbane Organising Committee for the 2032 Olympic and Paralympic
Games (BOCOG) is established as a statutory body in Queensland

2022 ° Olympic and Paralympic Games Legacy Committee is formed to advise on
vision for after the Games. The committee is not a separate entity

2023 ® $7.1 billion budget announced for the Games venue infrastructure
2026 ° Construction of the Gabba redevelopment commences

2027 ° Construction of the Brisbane Arena commences

2030 ° Brisbane Arena and the Gabba construction finishes

2031 ° Completion of all venues within the Minor Venues Program

2032 ° Olympic and Paralympic Games

Source: Compiled by the Queensland Audit Office.
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In this chapter, we provide an overview of the governance arrangements in place to deliver the venues for
the Games, as well as insights into the planned budget and timeline for their construction.

We intend to deliver a series of audits examining the planning, delivery, and benefits of the Games. The
audits will focus on governance, project management, allocation of funds, and the longer-term legacy of
the Games for Brisbane and Queensland. As part of our Forward work plan 2023-26, we have included
an audit for tabling in 2023-24 on preparing for the Brisbane Games. It will be our first report on the initial
preparation and planning for delivering the Games.

Governance strategy to deliver the Games infrastructure

Planning and coordinating the delivery of infrastructure for use during the Games involves all levels of
government and is informed by the Brisbane 2032 venues and villages program. This program includes
37 competition venues, of which 6 are new venues, 8 are upgraded venues, and 23 are existing or
temporary venues.

The Department of State Development, Infrastructure, Local Government and Planning (the department)
is responsible for planning and delivering these venues, as well as the villages, for the Games. Figure 4B
provides an overview of the significant venues and villages projects for the Games.

Figure 4B
Major venues and villages projects for the Games

] Minor
Brisbane Athlete
The Gabba Venues :
Arena Program Villages

Source: Compiled by the Queensland Audit Office.

The department will also work closely with the Brisbane 2032 Coordination Office (within the Department
of the Premier and Cabinet), the Brisbane Organising Committee for the 2032 Olympic and Paralympic
Games (BOCOG), and other government entities and Games partners to ensure the Games
infrastructure is delivered on time, on budget, and to a high standard of quality.

The department has also created an interim governance framework for the Games infrastructure, which is
shown in Figure 4C. This will be in use through the planning and project validation phase for the venues,
and is expected to undergo changes when the delivery phase commences. We have summarised some
components of this governance framework for simplicity.
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Figure 4C
Interim governance framework for the Games infrastructure

Minister for the Olympic and Paralympic Games

Minister Assisting the Premier on Olympic and Paralympic Games Infrastructure

Olympic and Paralympic Infrastructure Board Arena Project Board
(Director-General) (DG DSDILGP & Secretary DITRDCA)

Note: DG - director-general; DDG — deputy director-general; ED — executive director; DSDILGP — Department of State
Development, Infrastructure, Local Government and Planning; DITRDCA — Australian Government Department of Infrastructure,
Transport, Regional Development, Communications and the Arts.

Source: Compiled by the Queensland Audit Office from information provided by the Department of State
Development, Infrastructure, Local Government and Planning.

The interim governance framework has set up the Olympic and Paralympic Infrastructure Board and the
Arena Project Board to oversee the delivery of the Brisbane 2032 venues and villages program. We plan
to perform a detailed assessment of the governance structures in place as part of our series of planned
audits examining the planning, delivery, and benefits of the Games in line with our Forward work plan
2023-26.

The Arena Project Board was specifically set up to be led collaboratively between the department and the
Australian Government Department of Infrastructure, Transport, Regional Development, Communications
and the Arts. It will drive government investment decisions in accordance with the intergovernmental
agreement signed in February 2023.

Each steering committee oversees a major capital project essential for the Games, and will be chaired by
the department.

A budget for the Games venues has been announced

In July 2023, the Australian and Queensland governments announced they would spend a combined
$7.1 billion on venue infrastructure before the 2032 Olympic and Paralympic Games. Figure 4D breaks
down the Australian and Queensland government venue infrastructure program budget.
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Figure 4D
Funding arrangements for the Games infrastructure

Location: Brisbane CBD, Roma St, above the public
X transport hub connecting Brisbane Metro and Cross
——) Brisbane Arena River Rail.

Australian $2.5 bil.
Government

Proposed events: Aquatics (swimming, water polo).

$3 4 bll ; Minor Venues Location and proposed events: Detailed venue
. scoping underway to finalise all venues in the

Pr°9ram program and events suitable for each location.

$1.9 bil.

QueenSIand o Location: Pre-existing facility (Brisbane Cricket
Gove rn ment Gabba Ground) with current capacity for 42,000 people.

$3 7 b|| redevelopment | proposed events: Athletics (track and field) and
v Y $2.7 bil. ceremonies for the Games.

Source: Compiled by the Queensland Audit Office.

The Queensland Government faces a large and complex task in ensuring that the budget reflects a
realistic view of the current and forecasted future market conditions, and that it caters for appropriate
contingencies.

It also needs to make sure it can manage competing demands for resources (funding and otherwise),
given the range of other capital projects currently underway.

Australian Government funding

The venues infrastructure program is jointly funded by the Australian and Queensland governments under
the intergovernmental agreement. Based on agreed milestones, the Australian Government will provide
up to $2.5 billion for developing the Brisbane Arena, and up to $935 million for developing minor venues.

The allocation of funding for specific venue projects will be subject to government investment decisions,
following the completion of detailed venue scoping. In total, the Australian Government will contribute a
capped $3.4 billion to the venue infrastructure program.

Detailed scoping for the games venues is currently
underway

The Games are broadly divided into 3 zones: the Brisbane Zone, the Gold Coast Zone, and the Sunshine
Coast Zone. The major venues for the Games will be located in the Brisbane Zone, with the Brisbane
Arena and Gabba redevelopments as centrepiece capital projects.

The Minor Venues Program comprises 16 smaller capital projects across Queensland that will play host
to a variety of different sports. The program aims to ensure that a wide range of Olympic and Paralympic
sports can be accommodated during the Olympics, and that local communities can benefit from the
legacy of the Games.

Ordinarily, when planning major infrastructure projects, the Queensland Government uses Queensland
Treasury’s Project Assessment Framework to help develop business cases. Using this framework helps
to ensure infrastructure investment decisions are well informed, appropriately costed, and support the
Queensland Government’s strategic priorities.
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For the Games venues, the Queensland Government is currently undertaking a detailed scoping activity
to validate the locations and venues already announced as part of the Future Host Commission
Questionnaire. Through this process, the Queensland Government will prepare several project validation
reports that aim to provide assurance that the venues can be delivered against the approved budget and
are appropriately planned prior to construction.

Project validation reports seek to provide assurance to decision-makers regarding the anticipated scope,
costs, risks, and delivery planning associated with the proposed investment for the given project.

On 24 November 2023, the Queensland Government announced the project validation report for the
Gabba rebuild was complete. The initial estimate of $1 billion for the Gabba redevelopment announced in
2021 was revised upward to $2.7 billion (announced in February 2023), following an assessment of 4
redevelopment options for the venue. The option selected from this process was for a full redevelopment
of the venue, and includes the construction of a pedestrian bridge to Cross River Rail and Brisbane Metro
stations.

For the other major venue, Brisbane Arena, a joint business case is currently under development
between the Queensland and Australian governments. Both the Queensland and Australian governments
agreed through the intergovernmental agreement to prepare a joint business case, since both parties will
be participating in the procurement scope and assessment decisions.

We intend to assess the project validation reports and business cases prepared for venues (including for
the Gabba and Brisbane Arena) against the Project Assessment Framework as part of a future audit.
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A. Entity responses

As mandated in Section 64 of the Auditor-General Act 2009, the Queensland Audit Office gave a copy of
this report with a request for comments to the:

e Deputy Premier, Minister for State Development, Infrastructure, Local Government and Planning and
Minister Assisting the Premier on Olympic and Paralympic Games Infrastructure

e Minister for Transport and Main Roads and Minister for Digital Services

e Treasurer and Minister for Trade and Investment

e Under Treasurer, Queensland Treasury

e Director-General, Department of State Development, Infrastructure, Local Government and Planning
¢ Director-General, Department of Transport and Main Roads

e Chief Executive Officer, Cross River Rail Delivery Authority.

We also provided a copy of the report to the following entities and gave them the option of providing a
response:

¢ Premier of Queensland and Minister for the Olympic and Paralympic Games

e Minister for Energy, Renewables and Hydrogen and Minister for Public Works and Procurement
¢ Director-General, Department of the Premier and Cabinet

e Director-General, Department of Energy and Public Works

e Chief Executive Officer, Queensland Rail

o Chief Executive Officer, Brisbane 2032 Olympic and Paralympic Games Organising Committee
e Chief Executive Officer, Brisbane 2032 Coordination Office

e Lord Mayor, Brisbane City Council

e Chief Executive Officer, Brisbane City Council

e Mayor, Council of the City of Gold Coast

¢ Chief Executive Officer, Council of the City of Gold Coast.

This appendix contains the responses we received.

The heads of these entities are responsible for the accuracy, fairness, and balance of their comments.
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Comments received from Deputy Premier and Minister for
State Development, Infrastructure, Local Government and
Planning and Minister Assisting the Premier on Olympic
and Paralympic Games Infrastructure

Hon Steven Miles MP

Deputy Premier

Minister for State Development, Infrastructure,

Local Government and Planning

Minister Assisting the Premier on Olympic and Paralympic Games Inlrastructure

Goveriment

1 William Street
Our ref: MC23/6553 Brisbane Queensland 4000

PO Boux 15009
City East Queensland 4002

30 NOV 2023 Telephone +61 3719 7100

Email deputy.premier@ministerial.qld.gov.au
Website www.statedevelopment.qgld.gov.au

ABN 65 959 415 158
Mr Brendan Worrall
Auditor-General
Queensland Audit Office
gao@gao.qgld.gov.au

Dear Mr Warrall

Thank you for your email of 15 November 2023 about the Queensland Audit Office’s Major
Projects 2023 report to Parliament which is nearing completion.

| note that you have also sent a similar request for formal confirmation to the Premier and
Minister for the Olympic and Paralympic Games, the Director-General, Department of State
Development, Infrastructure, Local Government and Planning (the department) and to the
Chief Executive Officer, Brisbane 2032 Olympic and Paralympic Games Organising
Committee which is appropriate given the content of your report and their areas of
responsibility.

While there are no specific recommendations for the department to address from this report, |
note insights into major projects and the role that the department, through the State
Infrastructure Strategy and the regional infrastructure plans, plays in guiding infrastructure
planning and investment across Queensland.

| also note the section dealing with the Brisbane 2032 Olympic and Paralympic Games
infrastructure. Since your report was released for comment, significant announcements and
progress has been made in this area including the redevelopment of the Gabba and | trust that
your report will be updated to cover these aspects prior to its tabling in December.

| have asked for
in the department to assist you with this information and any further queries. You may wish to
contact

Yours sincerel

STEVEN MILES MP

DEPUTY PREMIER

Minister for State Development, Infrastructure,
Local Government and Planning

Minister Assisting the Premier on

Olympic and Paralympic Games Infrastructure
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Comments received from Minister for Transport and Main
Roads and Minister for Digital Services

" Minister for Transport and Main Roads
et Minister for Digital Services

1William Street Brisbane 40c0
GPO Box 2644 Brishane
Our ref: MC142298 Queensland 4001 Australia

Telephone +617 3719 7300
Email transportandmainroads@ministerial.gld gov.au
Website www.tmr.qld.gov.au

5 December 2023

Mr Brendan Worrall
Auditor-General
Queensland Audit Office
gqao@qao.qld.gov.au

Dear Mr Worrall

Thank you for the opportunity to review and provide comment on your proposed Major Projects
2023 report which will be tabled in Parliament this year.

Thank you also for drawing to my attention the fact that, while you issued an unmodified limited
assurance report on the Cross River Rail Tunnel, Stations and Development Public Private
Partnership Project Summary report in June 2020, the report had not been tabled in Parliament
at the time of drafting the Major Projects report.

| am pleased to advise that | have today tabled that report in Queensland’s Legislative Assembly.

Once again, thank you for the opportunity to comment on the proposed report and | look forward
to continuing to work with you and the Queensland Audit Office.

Yours sincerely

==

MARK BAILEY MP
Minister for Transport and Main Roads
Minister for Digital Services
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Comments received from Acting Chief Executive Officer,
Cross River Rail Delivery Authority

— CROSS RIVER RAIL Cross River Rail Delivery Authority
ﬁ E.;s 123 Albert Street, Brishane, Q 4000

Our ref: D2023/97524 ABN: 21542 690 798
& 1800010 &75
4 December 2023 =  info@crossriverrail.gld.gov.au

@ crossriverrail.qld.gov.au

Mr Brendan Worrall
Auditor-General
Queensland Audit Office

gao@gqao.gld.gov.au

Dear Mr Worrall

Thank you for the opportunity to review and provide comment on your proposed Major
Projects 2023 report which will be tabled in Parliament this year.

Last year, the Major Projects 2022 report remarked that the CRR Project was nct immune to
the impacts of global economic factors contributing to supply chain issues and that the Cross
River Rail Delivery Authority {the Delivery Authority) would need to continue to monitor
performance and budget and adjust for impacts relating to the supply chain and
consequential pricing outcomes.

As indicated in my response to last year’s report, the Delivery Authority in partnership with
all key stakeholders, progressed the collaborative assessment of impacts that were
materialising on the CRR Project. This assessment resulted in an increase in the cost to
deliver the project of $980 million and only a minor delay in completion.

To meet the revised completion date of 2026, the Delivery Authority implemented an
integrated delivery program, which means the testing of tunnels, stations, train lines, and
signalling systems will be conducted progressively as construction continues. This integrated
schedule approach was implemented to reduce the risk of whole elements of the project
being handed over simultaneously for testing and commissioning. It allows for progressive
testing reducing the potential impact on delivery from a resourcing and program points of
view.

The integrated schedule is intended to allow all parties to work together to ensure there are
limited gaps at interfaces. These are all key learnings from other rail projects such as
Crossrail in London, Sydney and the Melbourne Metro.

The Delivery Authority will need to continue to manage the cost and align delivery schedules
with all stakeholders to achieve the revised milestones.

Once again, thank you for the opportunity to comment on the proposed report and | lock
forward to continuing to work with the Queensland Audit Office.

If you require further information, | encourage you to contact

Yours sincerely

Sam Romano
A/Chief Executive Officer
Cross River Rail Delivery Authority
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Comments received from Acting Chief Executive Officer,
Brisbane 2032 Coordination Office

Queensland
Government

For reply please quote: BCO/ES — TF/23/16186 — DOC/23/239383

Brisbane 2032
Coordination Office

Mr Brendan Worrall
Auditor-General
Queensland Audit Office
PO Box 15396

CITY EAST QLD 4002

QAO.Mail@gao.qld.gov.au

Dear Mr Worrall

Thank you for your email of 15 November 2023 regarding the proposed Queensland Audit
Office (QAQ) report to Parliament titled Major projects 2023 (the Report) and the
opportunity to provide a response.

| appreciate the important work being undertaken by the QAO and the insights within the
Report into major projects the Queensland Government has budgeted for between 2019-20
and 2023-24. In particular, | appreciate the overview provided in the Report in relation to
the planning and delivery of infrastructure that will be used during the Brisbane 2032
Olympic and Paralympic Games (Brishbane 2032).

Despite the early stages, the Queensland Government is already achieving real outcomes
to deliver a successful Brisbane 2032, including:

e commencing planning and delivery of Brisbane 2032 venues and infrastructure in
accordance with the Intergovernmental Agreement with the Commonwealth
Government signed in February 2023;

¢ designing, agreeing and implementing governance arrangements with Games
Delivery Partners as announced in March 2023;

e releasing the Q2032 Procurement Strategy in July 2023 to help local suppliers make
the most of the once-in-a-lifetime opportunity Brisbane 2032 presents;

e laying out a 20-year journey to a healthier, more active and inclusive society with the
release of the Brisbane 2032 Legacy Strategy in November 2023; and

e providing enhanced opportunities for young athletes through boosting sporting
offerings at schools and uncovering our next Olympians and Paralympians through
the Youfor2032 program.

1 William Street Brisbane

PO Box 15185 City East

Queensland 4002 Australia

Telephone+61732242111

Facsimile +61 7 3229 2990

Website www.premiers.qld.gov.au |
ABN 65 959 415 158
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| welcome the audit proposed in your Forward Plan 2023-2026 as part of our preparations
to plan for and deliver Brisbane 2032. The Brisbane 2032 Coordination Office looks forward
to working with the QAO as this audit commences and its report is delivered in the new

year.
Again, thank you and your team for this important piece of work.

Yours sincerely

Coa—

Dr Clinton de Bruyn
AlChief Executive Officer
Brisbane 2032 Coordination Office

So 1123
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B.

How we prepared this report

About this report

The objective of this report is to provide:

¢ details about capital expenditure across Queensland’s regions and within government portfolios over a
5-year period, including about the status of the Cross River Rail project and the Brisbane 2032
Olympic and Paralympic Games to date

e an overview of future and planned major projects.

Entities subject to the audit

Through our financial audit program, we issue opinions about the reliability of public sector entity financial
statements. These audits are conducted in accordance with the Auditor-General Auditing Standards and
comply with the relevant standards issued by the Australian Auditing and Assurance Standards Board
(AUASB).

The insights on projects included in this report are drawn from our audits of the financial statements of:
e Brisbane City Council

e Cross River Rail Delivery Authority

o Department of Energy and Public Works

e Department of State Development, Infrastructure, Local Government and Planning

e Department of Transport and Main Roads

¢ Queensland Rail

¢ Queensland Treasury.

Scope and methods

This report has been prepared in accordance with the Auditor-General Auditing Standards.
We have not provided assurance on the results of capital expenditure across Queensland’s regions.

We analysed the publicly available data from the published capital budgets from the 2019 to 2023
financial years to form insights and make observations. This involved some data cleansing to ensure
consistent naming of projects and entities, where these had changed during the period being analysed.
We did not audit the source data.

We addressed the project summary report for the Gold Coast Light Rail Stage 3 project under the
AUASPB’s standard ASAE 3000 Assurance Engagements Other than Audits or Reviews of Historical
Financial Information. This standard establishes mandatory requirements and provides explanatory
guidance for undertaking and reporting on review engagements.
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Entities as per the capital
statement 2023-24

The capital statement presents an overview of the Queensland Government’s proposed capital
expenditure. The following table lists entities by portfolio, as included in the 2023-24 capital statement.

Figure C1
Queensland Government entities

Portfolios Entities included

Agriculture and Fisheries Department of Agriculture and Fisheries
Queensland Racing Integrity Commission

Child Safety, Seniors and Disability Services  Department of Child Safety, Seniors and Disability Services

Education Department of Education

Energy and Public Works Department of Energy and Public Works
CleanCo Queensland Limited
CS Energy Limited
Energy Queensland Limited

Queensland Electricity Transmission Corporation Limited (trading
as Powerlink Queensland)

Queensland Hydro Pty Ltd
Stanwell Corporation Limited

Environment and Science Department of Environment and Science
Housing Department of Housing
Justice and Attorney-General Department of Justice and Attorney-General

Crime and Corruption Commission
Electoral Commission of Queensland
The Public Trustee of Queensland

Legislative Assembly Legislative Assembly of Queensland

Premier and Cabinet Department of the Premier and Cabinet

Queensland Corrective Services Queensland Corrective Services

Queensland Fire and Emergency Services Queensland Fire and Emergency Services

Queensland Health Department of Health (including Queensland Ambulance Service)

16 hospital and health services
The Council of the Queensland Institute of Medical Research

Queensland Police Service Queensland Police Service
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Portfolios

Entities included

Queensland Treasury

Queensland Treasury

Regional Development, Manufacturing and

Department of Regional Development, Manufacturing and Water

Water Gladstone Area Water Board
Mount Isa Water Board
Queensland Bulk Water Supply Authority (trading as Seqwater)
Sunwater Limited

Resources Department of Resources

State Development, Infrastructure, Local
Government and Planning

Department of State Development, Infrastructure, Local
Government and Planning (including Economic Development
Queensland)

Queensland Reconstruction Authority
South Bank Corporation

Tourism, Innovation and Sport

Department of Tourism, Innovation and Sport
Stadiums Queensland

Transport and Main Roads

Department of Transport and Main Roads (including RoadTek and
CITEC)

Cross River Rail Delivery Authority

Far North Queensland Ports Corporation Limited
Gladstone Ports Corporation Limited

Gold Coast Waterways Authority

North Queensland Bulk Ports Corporation Limited
Port of Townsville Limited

Queensland Rail

Treaty, Aboriginal and Torres Strait Islander
Partnerships, Communities and the Arts

Department of Treaty, Aboriginal and Torres Strait Islander
Partnerships, Communities and the Arts

Library Board of Queensland
Queensland Art Gallery
Queensland Performing Arts Trust

Youth Justice, Employment, Small Business
and Training

Department of Youth Justice, Employment, Small Business and
Training

TAFE Queensland
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D. Cross River Rail project — 3 major

work packages

Figure D1 outlines the details of each of the work packages for the Cross River Rail (CRR) project.

Figure D1

Key information on work packages of the Cross River Rail project

Tunnel, Stations and
Development (TSD)

Rail, Integration and
Systems (RIS)

European Train Control
System (ETCS)

Overview The TSD work package The RIS work package will The ETCS work package will
includes tunnelling under the integrate the CRR project with  deliver an advanced signalling
Brisbane River, constructing 4  the existing train network. system providing continuous
underground train stations, This covers electrical works information on the position,
and above and underground and operation systems and direction, and speed of all
track work. controls, as well as signalling  trains. It will also allow
The work package includes and communications work. passengers to have access to
the design and construction ‘Complementary and real-time (as it is happening)
phase over a 6-year Associated Works’ also information on train schedules.
construction period, and a 25-  deliver upgrades to the ETCS is required for the
year agreement for ongoing accessibility (for people with @ gperation of the CRR tunnels
maintenance services when disability) of 6 suburban and for the wider South East
the CRR becomes operational ~ Stations on Brisbane’s Queensland rail network.
from 2026 (revised timeline). southside from Fairfield to
Salisbury for the wider rail
network.
Delivery Public—private partnership with  Alliance contract with UNITY. Sequence Alliance agreement
partner PULSE Consortium. UNITY brings together CPB with Hitachi Rail STS and
The PULSE consortium isled  Contractors; UGL; AECOM Queensland Rail/CRR.
by CIMIC Group companies; and Jacobs; and partners
Pacific Partnerships; CPB HASSELL, RCS Australia,
Contractors; and UGL, with Acmena, Martinus Rail, and
international partners DIF, Wired Overhead Solutions.
BAM, and Ghella.
Delivery Public—private partnerships An alliance agreement is a An alliance agreement is a
information  are cooperative agreements multi-party contract, in which multi-party contract, in which
generally entered into with all parties agree to a single set all parties agree to a single set
private sector entities for the of terms and conditions to of terms and conditions to
delivery of government deliver the project and share deliver the project and share
services. the risks of the success or the risks of the success or
failure of the project. failure of the project.
Funding Revised CRR funding of Funded by Queensland Rail Funded by Queensland Rail
source $3.3 billion and private finance ($989 million) and Cross River ($717 million) and Cross River

contributions of $1.499 billion.

Rail Delivery Authority ($1.1
billion).

Rail Delivery Authority ($47
million).

Source: Queensland Audit Office from Cross River Rail Delivery Authority management reports and the Cross River

Rail website.
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E. Map of Queensland

SEE INSET

Source: Compiled by the Queensland Audit Office from 2023-24 Budget Paper 3 — Capital Statement, Chart 3.
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