
Infrastructure NSW Trends & Insights 2020

TRENDS & 
INSIGHTS 2020
Infrastructure NSW
2021



Infrastructure NSW

Influencing infrastructure outcomes 
for the benefit of the community

This report presents a
summary of data 
analysed through
Infrastructure NSW’s 
Assurance activities. It 
presents insights, key
trends and responses 
to increase confidence
in the successful 
delivery of a sustainable 
infrastructure legacy.

Trends & Insights 2020

2



3

Trends & Insights 2020

TABLE OF CONTENTS
 Introduction   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . . . . . . 4

Trend 1: Megaprojects Magnify Risks  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . .  . 6

Trend 2: Linking Investments to Community Outcomes is a Growing Challenge  .  .  .  . 9

Trend 3: Risk Management Drives Long-Term Value  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . . . 12

Trend 4: Procuring Well is an Increasing Challenge  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . . . 16

Trend 5: Governance Underpins Drivers of Success .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .

Next Steps .  .  .  .  .  .  .  .  .  .  . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24

References  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . . . 25

Annex A – Glossary . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .  . 26

20



4

Trends & Insights 2020

INTRODUCTION
Context
The NSW Government is delivering the largest portfolio of 
infrastructure projects in its history. This unprecedented 
pipeline of infrastructure projects is driven by a legacy 
investment backlog, ageing asset base, growing service 
demand, ever rising customer expectations and a need to 
stimulate the economy to create jobs.

Background
Delivering this ambitious portfolio of projects is a unique 
opportunity for the State to positively influence the future 
of its citizens, and make NSW an even better place to live, work 
and play. There are challenges to maximising value for money, 
and minimising risks associated with the delivery of a portfolio 
of this scale. The NSW Government established the 
Infrastructure Investor Assurance Framework (IIAF)1 in 
accordance with NSW Gateway Policy2, to address these
challenges. The IIAF is managed by Infrastructure NSW and 
is an independent, risk-based assurance process for capital 
infrastructure investments with a value of $10 million and 
above, being developed, procured or delivered by NSW 
Government agencies and businesses.

Purpose
Each year, Infrastructure NSW analyses the information 
collected in undertaking the IIAF process and associated 
Assurance activities to identify the drivers of project risks 
impacting the successful development, procurement and 
delivery of capital infrastructure projects in NSW.

It provides:

— Portfolio-wide performance and risk observations

— An analysis of key drivers of risk and general trends in 
the industry

— Recommendations to improve future infrastructure 
investment outcomes

The outcome of this analysis is summarised in this Report.

1 NSW State Government, 2020, Infrastructure Investor Assurance Framework, Infrastructure NSW
2 NSW State Government, 2017, NSW Gateway Policy (TPP 17-01), NSW Treasury 
3 NSW State Government, 2021, NSW Gateway Reviews, Infrastructure NSW, <https://www.infrastructure.nsw.gov.au/project-assurance/resources/nsw-gateway-reviews/>
4 NSW State Government, 2019, Trends and Analysis Report 2019, Infrastructure NSW

Approach
In compiling this report, Infrastructure NSW considered:

— The current industry strategic context and market 
conditions.

— The findings and recommendations from 162 Assurance 
Reviews conducted on109 projects, which resulted in more 
than 1600 Critical and Essential Recommendations 
categorised by risk topics defined in the IIAF. The topics 
are detailed in the Review workbooks3.

Data from IIAF reporting activities conducted on 365 
projects and programs, which included risk mitigation data 
and project risk ratings.

This report builds on financial reports from the last 3 years, 
to uncover historical trends4. In addition, case studies are 
provided to bring perspective on qualitative observations, 
and bring to life examples of good practice across the 
portfolio. 

—

https://www.infrastructure.nsw.gov.au/project-assurance/resources/nsw-gateway-reviews/
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Report Structure 
This report makes general observations on the performance of 
the infrastructure program. The Assurance evidence base was 
analysed and the findings are presented in key trends to 
support the identification of underlying root causes of risk, and 
the formulation of actionable recommendations to drive 
continuous improvement. 

Each trend is discussed in a dedicated section of this report 
which includes:

— Strategic Context – an outline of the current strategic 
context, as it relates to the relevant trend.

— Trends and Insights – an overview of the key evidence, 
findings, trends and root causes. 

— Key Recommendations – a set of recommendations 
to support improved development and delivery of 
infrastructure projects.

 — Case Studies – an example of good practice to 
contextualise the recommendations.

Recommendations 
Infrastructure NSW identified 9 key objectives and 28 
recommendations to improve confidence in the delivery of the 
State’s infrastructure portfolio of programs and projects. 
These are detailed within each trend. Infrastructure NSW will 
work with the broader NSW Government to further develop 
these recommendations into initiatives and action items.

The following 5 key trends were identified for FY20:

Trend 1  
Megaprojects magnify risks

Trend 3  
Risk management drives 
long-term value 

Trend 5  
Governance underpins 
drivers of success 

Trend 2  
Linking investments to community 
outcomes is a growing challenge

Trend 4  
Procuring well is an 
increasing challenge 
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TREND 1 

Context
Over the last few years, 
more megaprojects* 
of greater scale and 
complexity were proposed 
and progressed.

Year-on-year, the number of megaprojects in the NSW State’s infrastructure portfolio has 
grown by 8% in value, with 14 projects currently in the Delivery phase, and 21 in the 
Development or Procurement phases. Megaprojects now account for 64.2% of the 
portfolio value; most of which relate to transport infrastructure as shown in Figure 1. 

Although megaprojects are highly strategic city shaping endeavours, they take time to 
stimulate the economy and realise benefits. In challenging economic conditions, 
striking the right balance between long-term value and short-term stimulus can be 
difficult. Megaprojects attract significant scrutiny and when issues materialise, they 
can result in significant time and cost overruns, eroding trust between the community 
and Government. Additionally, early anchoring of scope, cost and delivery timeframes 
through announcements, that provide limited information on the stage of a project can 
be a major risk to their success. 

The underlying challenges described in Trend 3 - Risk management drives long-
term value and Trend 4 - Procuring well is an increasing challenge are magnified 
with megaprojects, in particular, the impact of industry capacity constraints. There are 
very few contractors in Australia with the experience to successfully deliver these 
megaprojects and accept their associated risk-reward ratio. For megaprojects,
detailed consideration of delivery strategies are required to encourage greater 
industry participation, including, dividing the works into smaller contracts and 
managing the interfaces and risks in-house. 

Figure 1. Megaprojects value by Cluster

*i.e. projects with value above $1B

10%

90%

MEGAPROJECTS 
MAGNIFY RISKS 

Transport
Others
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Trends and Insights

Figure 2. Confidence ratings of megaprojects by year

FY2018 37.5% 54.2%

26.8% 68.3%

19.0% 76.2%

FY2019

FY2020

High Medium Low

Figure 2 shows that Confidence
ratings for megaprojects deteriorated 
year-on-year, from 37.5% of ‘High’  
Confidence ratings in FY18 to 19% in 
FY20. More megaprojects are 
reporting a 'Medium' Confidence, and 
as such, 'Low' Confidence ratings 
have reduced.

Assurance activities indicate the root causes of risks in megaprojects relate to
inadequate:

The above are closely linked and reflect 
the megaprojects context in Australia. 
Difficulties in estimating and managing 
costs, scope and risks impact the 
adequacy of contingency levels (see 
Trend 3). The availability of resources

1

3
2

Risk management, mitigation methodology and 
associated contingency levels

Contractor and Government team structures, skills, 
resources and clarity of roles and responsibilities

Procurement strategy offering value for money and 
accounting for market capabilities

experienced in managing and 
delivering megaprojects is challenging, 
which impacts the ability to identify, 
manage, allocate and mitigate risks 
effectively. This is further exacerbated 
by the inherent complex and risky

nature of megaprojects. There is also a 
trend to transfer risks across the project 
lifecycle, inadvertently impacting the
long-term competitiveness of industry,
resulting in increased risk premiums
included in tender prices. This is further 
explored in Trend 4.

Project size and complexity exacerbates 
all other trends summarised in this report. 
Although the ongoing extensive pipeline 
of megaprojects in NSW is contributing to 
developing capability, it is the shortage 
(i.e. capacity) of experienced 
megaproject resources that appears to 
be the primary market constraint.

Root Causes 

Trend 1 Key Recommendations
Objective 1  
Improve risk mitigation and allocation on megaprojects

Recommendation 1: Promote, where appropriate, the use 
of Early Contractor Involvement and Early Works to identify, 
allocate and mitigate risks.

Recommendation 2: Increase agency focus on procurement, 
packaging and contracting strategies for megaprojects 
through targetted Assurance Review Considerations and 
Recommendations in the early stages of the project lifecycle.

Recommendation 3: Increase consistency and transparency 
in megaprojects contingency setting and management in line 
with Trend 3 recommendations.

Objective 2 
Build capability and capacity and manage demand

Recommendation 1: Align the megaprojects pipeline with 
market capacity.

Recommendation 2: Improve skills retention and scale-up 
Governments courses on contract management and interface 
management.

Recommendation 3: Further accelerate skills reform, 
apprentice programs and the job re-training. Ramp-up skilled 
workforce immigration incentives.

7
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Case Study
WestConnex Stage 3A – Mainline Tunnel

Description

The WestConnex Stage 3A Mainline 
Tunnel is a megaproject involving 
construction of a twin tunnel motorway 
with 3 lanes in each direction. It 
will link the M4 and M8 motorways 
between Haberfield and St Peters. The 
project incorporates a complex design 
with multiple interfaces through the 
construction of 7.5km tunnel connecting 
2 of Sydney’s most utilised motorways. 
The project also includes ramps that 
connect to interchanges at St Peters, 
Camperdown and Rozelle with provision 
for a future connection to the Western 
Harbour Tunnel and Beaches Link. The 
project is currently in the delivery phase 
as a Public-Private Partnership (PPP). 

Best Practice

Key aspects of the Westconnex Stage 
3A project were identified as best 
practice examples, including the project 
approach to risk, interface management 
and project governance. Key success 
factors include:

— Contractor, Asset Trustee, and

TfNSW senior executive teams are 
in place with appropriate 
experience and capacity to manage 
the project effectively. 

— The project team has decision making 
processes and delegations

 in place that support both the Project 
works, and future changes that will 
be made as the works progress. 

 — Risk management plans are updated 
regularly and discussed in weekly 
team meetings.  

 — Additionally, the teams include 
a number of members who have 
worked on other WestConnex 
projects. This provides an ongoing 
“hands on” lessons learnt, which 
is seen as a huge benefit. This 
includes team members that came 
from the M4 project and others that 
were involved in Westconnex Stage 
2 M8. Interface activities between 
the adjoining projects were all 
addressed and managed effectively 
through the team’s culture and 
stakeholder management.   

Outcome

The project team demonstrated best 
practice in the management of a wide 
range of complex risks. Material risks are 
actively being identified, communicated 
and addressed. Project leaders have all 
shown highly collaborative approaches 
which has contributed to a positive and 
cohesive culture. As a result, the project 
meets the service need, is managed to 
budget, and is on schedule to be open to 
traffic in March 2023. 

gunjan.sinha
Cross-Out
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Community needs and expectations are quickly evolving, and 
technology disruption now enables individuals to be more 
involved in the selection of service options. People expect 
problems to be solved faster and more innovatively with 
transparency on performance and outcomes. This requires 
infrastructure planning, development and delivery to be better 
informed by community insights and future trends, rather than 
by historical patterns, to ensure value for money and benefits 
are realised in the long-term. 

TREND 2 
LINKING INVESTMENTS TO 
COMMUNITY OUTCOMES IS 
A GROWING CHALLENGE 

Context
Infrastructure investments shape the future of cities, and 
create a legacy by addressing both the needs of current and 
future generations.

Major crises have the potential to challenge planning and 
benefit realisation assumptions upon which investment priorities 
are based. In these fast-changing times, connecting community 
needs to outcomes and benefits throughout the project lifecycle 
is a growing challenge.
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Trends and 
Insights
Root Causes

Overall, the findings from Infrastructure NSW Assurance 
activities identified under-performance against requirements 
related to option analysis and benefits realisation as one of the 
primary drivers of reduced Delivery Confidence in projects. 

The most significant root causes include inadequate:

“This indicates a disconnect between the 
assessment of needs, options analysis, 
cost benefit analysis, the decision to 
invest and the pathway to releasing 
 benefits through the project.” 

The findings are further reinforced through a community of
practice (CoP) established to improve Business Cases. The
CoP highlighted performance of options analysis as a key 
theme in business cases requiring improvement.

As at 30 June 2020, more than a quarter of the portfolio (27%) 
was in the Needs Analysis and Needs Confirmation phase. This
highlights the importance of, and opportunity to, positively 
influence the options analysis to maximise long-term benefits.

1

3

5

2

4

Focus and resources dedicated 
to planning and options 
development and assessment

Rigour of the option evaluation framework

Active risk management to achieve benefits

Business cases, economic appraisals
and optimism bias

Pathway to realising benefits and its 
governance

Trend 2 Key Recommendations
Objective 1  
Improve the options analysis in the 
Development phase and consider non-
infrastructure options

Recommendation 1: Strengthen the 
Business Case Guidelines5 and their 
application by project teams to increase 
the focus on options analysis and the 
consideration of non-infrastructure 
options for Tier 1 and Tier 2 projects.

Objective 2 
Strengthen the links across the 
infrastructure lifecycle to bring the 
community at the centre of projects

Recommendation 1: Ensure early 
community engagement in the Needs 
Confirmation phase, validation of project 
objectives, alignment to State outcomes, 
and the quantification of the project 
social value. Monitor compliance through 
Assurance Reviews. 

5

6

 NSW State Government, 2018, NSW Government Business Case Guidelines TPP 18-06, NSW Treasury
NSW State Government, 2020, C2020-22. Timely information on infrastructure projects and transactions, Department of Premier and Cabinet

Recommendation 2: Further 
increase awareness of the NSW 
Open Government commitment to 
promote a culture of openness with the 
community, and support the submission 
of a business case to expand the NSW 
Spatial Digital Twin/Customer Planning 
Platform (CPP) in a bid to connect 
community needs to outcomes and 
benefits throughout the project lifecycle. 

Recommendation 3: Continue 
implementing the Timely Announcements 
on Infrastructure Projects Guide6, to 
manage community expectations and 
avoid early anchoring of options to 
address service need. 

10
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Case Study
New Primary School in Green Square

Description

The NSW Department of Education (DoE) 
received a proposal from the City of 
Sydney (“Council”) in September 2016 
to establish a new school on the former 
South Sydney hospital site, at 3 Joynton 
Avenue, Zetland, to create capacity for 
600 students. The Council identified that 
they were uniquely placed to provide a 
value-for-money co-located
infrastructure solution for the Green 
Square community, given limited land 
available in the Local Government Area. 
Complementing the proposed public 
school, the co-located community 
facilities are to include: 2 multi-purpose 
community rooms, a shared multi-
purpose space and a dedicated Out of 
School Hours Care (OSHC) facility. The 
project is intended to be jointly funded 
by a DoE capital investment and Council 
capital contribution.

Best Practice

Key aspects of the project were 
identified as best practice examples, 
including the level of options analysis 
and focus on achieving community 
benefits. A summary of the approach 
and key success factors includes:

— The Project is a pathfinder in terms 
of the significant co-investment of 
DoE and Council and both parties 
focusing not only on the direct 
benefits to them but on establishing 
a governance framework and 
planning framework which should 
enable overall public benefit to be 
maximized. 

 — The partnership with the Council 
represents an opportunity to build 
on the learning from previous shared 
projects and to present the project 
as an exemplar for future State 
and Local Government colocation 
community projects.

 — Effective consultation was completed 
throughout the planning phase with 
specialist engineering consultants 
and the Council to develop and 
refine the concept design and 
prepare a detailed cost estimate. 

Outcome

The project team 
demonstrated best practice 
in project development 
through the detailed analysis 
of the concept design, as 
well as extensive community 
engagement. The cost 
and benefits of the project 
were clearly articulated 
and supported by clear 
assumptions resulting in a 
high-quality Business Case.
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TREND 3 

Context
Risks and benefits go hand-in-glove through the 
infrastructure investment lifecycle. They balance each other 
from the selection of options to benefits realisation and 
value creation.

If benefits are to be realised, project risk profiles must be 
adequately identified and managed. Projects are subject to 
many unknown risks. Project teams have improved their 
capabilities in managing conventional risks, but unpredictable 
events remain a challenge. Examples of this include managing 
inground conditions, interfaces with the built environment, or 
the repercussions of the recent bushfires and the COVID-19 
pandemic. Effectively identifying, accounting, managing, 
allocating and mitigating risk ensures value creation is not 

RISK MANAGEMENT DRIVES 
LONG-TERM VALUE 

eroded through the project lifecycle. Capacity constraints 
often result in sub-optimal risk allocation with project teams 
failing to realise the long-term effect of risk transfer. Ineffective 
allocation of risk can also often cause tension between 
Government and Contractors which results in a “lose-lose” 
situation with large claims and litigations impacting projects’ 
financial position late in the Delivery stage. In the longer term, 
this erodes the competitiveness of the market. This is further 
explored in Trend 4. 
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Root Causes

Assurance activities indicate that the issues and key drivers for this trend are Although their impact is greater in 
megaprojects, the above findings are 
observed across the portfolio regardless 
of project size, complexity and asset 
type. The findings are mainly driven by 
a shortfall in experience and systems 
to support the effective identification 
of risks and their assessment and 
management. 

Trends and Insights
Risk Management was identified as a primary cause for projects’ with ‘Low’ and 
‘Medium’ Delivery Confidence ratings. Risk Management remains the number 1 Key 
Theme across all Review Recommendations.

Figure 3. Review focus area ratings for reduced Confidence

Risk Management 12.2% 87.8%

14.3% 85.7%Value for Money and Affordability

20.4% 79.6%Governance

36.7% 63.3%Asset Owner’s Needs and Change 
Management

42.9% 57.1%Service Need

40.8% 59.2%Social, Economic and Environmental 
Sustainability

49.0% 51.0%Stakeholder Management

Strong Satisfactory & Weak

1
2

Capabilities to effectively identify and quantify key 
project and portfolio risks

Risk management methodology including adequate 
risk management plans and risk registers

Key Focus Area (KFA) Performance:

Strong: There are no major outstanding issues that appear to threaten 
benefit realisation, risk management and project scope definition.

Satisfactory: There are issues that require timely management attention.

Weak: There are significant issues that may jeopardise the successful 
delivery of the project.

the lack of adequate:
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Trend 3 Key Recommendations
Objective 1  
Improve risk management approaches throughout the project lifecycle, with a 
focus on portfolio risk and the cumulative impacts of projects in the pipeline
Recommendation 1: Increase focus 
through the implementation of new
Capital Portfolio Reviews on the 
management of risks to achieving 
community outcomes in addition to 
technical and engineering risks.
Recommendation 2: Focus on 
Portfolio risks and the cumulative 
impacts of projects by adopting the 
Portfolio Oversight Framework7 and 
implementing Capital Portfolio Health 
Checks8.
Recommendation 3: Update risk 
management guidelines to ensure a 
breakdown of all categories of risk are 
included with appropriate Contingency 
Allowance and mitigation measures.

7 NSW State Government, 2020, Oversight Framework, Infrastructure NSW, Submitted to IIAC on November 2029 
8 NSW State Government, 2021, Capital Portfolio Workbook, Infrastructure NSW
9 NSW State Government, 2014, Contingency Management Guidebook, Infrastructure NSW,
10 NSW State Government, 2020, Media Release, World leading Spatial Digital Twin launched in NSW, Minister for Digital, Minister for Customer Service

Recommendation 4: Mandate 
probabilistic risk management 
approaches for Tier 1 and Tier 2 
projects.
Recommendation 5: Finalise and 
mandate the application of the 
Cost Control Framework9.
Recommendation 6: Refine scope 
and contingency of key 
performance indicators to support 
the Assurance monitoring function.

Objective 2 
Standardise products to reduce risks 

Recommendation 1: Further promote 
standard design libraries and modular 
designs. Drive the sharing of more 
infrastructure data across Government 
and industry via the Digital Twin10.

14
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Case Study
Randwick Campus Redevelopment – Prince of Wales 
Reconfiguration and Expansion, Acute Services Building

Description

The Randwick Campus Redevelopment 
project includes building a new Acute 
Services Building (ASB) for the Prince 
of Wales Hospital (POWH) that provides 
the capacity to meet future clinical 
service needs. The project is complex 
with interfaces into other projects of the 
Randwick Campus Redevelopment, as 
well as working around an operational 
hospital. The project is currently in the 
Delivery phase.

Best Practice

Key aspects of the project were 
identified as best practice examples, 
including the project approach to risk 
and contingency management. A 
summary of key success factors include:

 — An appropriate level of detail 
was provided within the risk 
management plan with a clear link 
of risks and issues to the schedule 
and budget. These risks were 
also a part of various reports and 
actively managed within the various 
governance meetings where the 
mitigation measures were agreed 
and actioned. 

 — The project team held multiple risk 
workshops throughout the project 
lifecycle, resulting in the
development of multiple risk 
registers. Registers provided 
included a master risk register, 
project status and risk register, and 
a risk assessment register which 
also included contingency figures 
and risk breakdown structures. The 
risk registers were included in the 
risk management plan with clear 
links to other project management 
plans. 

Outcome

The project team demonstrated best practice in risk management 
through holding extensive risk management workshops, 
identifying and assessing risks in achieving the project benefits, 
and holding regular risk management discussions in governance 
meetings. This resulted in the successful mitigation of risks by the 
project team, the early procurement of skilled resources and the 
use of work packages to reduce delivery risk downstream.
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The current Procurement pipeline 
accounts for just under a quarter of the 
infrastructure portfolio value. Roads and 
rail account for 86.9% of the value of
projects currently in Procurement with a 
significant share of the remainder of the 
portfolio associated with buildings and 
water infrastructure. This unprecedent 
pipeline is driven by a legacy investment 
backlog; an aging asset base; and a 
growing service demand. 

In specialised engineering domains, the 
increase in the number of projects is 
potentially overheating the market due to 
capacity and capability constraints. This 
pressure on the demand and supply 
curve could drive price escalation and 
potentially erode value for money. 

Specialised rail, road and water projects
are often complex and, by nature, riskier. 
Procuring efficiently in such markets 
relies on clear project scope, outcomes 
and risks being sufficiently defined and 
managed before projects go to market, 
thereby allowing the residual risk to be 
effectively allocated to drive a 
competitive process. Should agencies 
not have the resources to do so, risks are

likely to be transferred across the 
lifecycle thereby further driving price 
escalation and increasing the total cost 
of ownership of infrastructure. Although 
procurement constraints are 
exacerbated in megaprojects, they also 
impact smaller specialised engineering 
projects. This is becoming more 
noticeable in the NSW market with some 
Contractors including onerous 
exclusions from proposals and
exhibiting reduced appetite for risk.

TREND 4 
PROCURING WELL IS AN 
INCREASING CHALLENGE 

Trends and Insights
Ranking FY20

1 Risk Management (-)

2 Governance (+2)

3 Project Management & 
Planning (-1)

4 Procurement (+2)

5 Business Case (-2)

Table 1. Review key recommendation themes 
ranking showing year-on-year ranking change in 
brackets

Figure 4 shows that, over the entire 
portfolio, the lowest levels of Delivery 
Confidence ratings for FY20 relate to the 
Procurement phases (i.e. Gate 3 and 
Gate 4), with High ratings approximately 
4 times less than in the Development 
or Delivery phases. (i.e. Gate 2 and 
Gate 5 respectively). When analysing 

the number of Critical Recommendations 
made during Reviews, the Procurement 
theme, along with the Governance 
theme, saw the worst year-on-year 
deterioration and made the top 5 key 
risk themes for the first time as shown in 
Table 1.

Context
The NSW Government is 
procuring the largest 
pipeline of infrastructure 
projects in its history.
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1

3
2

4

Procurement strategy (including packaging and contracting approaches)

Project oversight established to enable transition from development to procurement, and
procurement to delivery

Clarity of stakeholder accountabilities to support project delivery

Scope and its alignment to pre-tender estimates

Root Causes

Assurance activities highlighted that the top 4 root causes of risk for projects in Procurement are related to the inadequacy of the:

Findings confirm that the development of an effective procurement strategy is an increasing challenge. It appears to be 
underpinned by market capacity constraints (especially in the rail, road and other specialised sectors). 

Figure 4. Confidence by phase and Assurance Gate

Planning and 
Development

Gate 1

Gate 3

Gate 5Delivery

Gate 2

Gate 4

18.8% 75% 6.3%

6.3%50%

80% 10%

87.5%

43.8%

12.5%

40% 60%

10%
Procurement

High Medium Low

Umer.Aslam
Highlight
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Trend 4 Key Recommendations
Objective 1  
Increase focus on de-risking projects and allocating risk effectively
Recommendation 1: Finalise and apply 
the ‘Collaborative Procurement’ practice 
guide11 developed by Infrastructure 
NSW Construction Industry Leadership 
Forum, and implement the large and
complex projects procurement reform 
recommendation.

Recommendation 2: Adopt open book 
and target cost mechanisms for cost 
elements difficult to price in a tender 
process, with mechanisms to firm up 
those elements as the project 
progresses (i.e. contamination, utility 
authority approvals).

Recommendation 3: Increase the 
State’s role in advancing design of 
projects with tenderers to levels that 
avoid duplication of design effort.

Recommendation 4: Review packing, 
procurement and contracting strategies 
for Tier 1 projects that haven’t 
commenced procurement, to consider 
if the delivery strategy allocates risks 
effectively. 

Objective 2 
Alleviate market pressures 

Recommendation 1: Cap contractor 
exposure to predefined levels based 
on contractor financial capacity and 
continue to encourage contracting in 
smaller packages to broaden market 
capability and participation.

Recommendation 2: Establish a market 
capacity assessment function to 
determine constraints to the sustainability 
of the pipeline (See Trend 1 – 
Recommendation 2.3).
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Case Study
Sydney Metro City and Southwest Project – 
Southwest Metro Station Upgrade Works
Description

The Sydney Metro City and Southwest 
project is a key part of delivering against 
the Future Transport 2056 strategy. The 
overall project will extend the Sydney 
Metro system under Sydney Harbour, 
through Sydney’s CBD and west to 
Bankstown, with the capacity to run a 
metro train every 4 minutes in peak
hours. The Southwest Metro Station 
Upgrade Works is a project package 
involving an upgrade of 9 existing 
stations along the 126+ year old T3 
Bankstown Line. 

Best Practice

Key aspects of the Southwest Metro 
Station Upgrade works were identified as 
best practice examples, including the 
procurement strategy and the packaging 
of works to manage complexity. A 
summary of the approach and key 
success factors includes:

— The project team undertook thorough
industry engagement by testing the 
market’s appetite for different contractual 
strategies via a structured and 
collaborative process so as to adopt a 
procurement strategy that produced the 
projects target cost and program 
outcomes. 

— The project team tested and 
selected a package strategy that 
separated the Southwest Metro 
Station Upgrade Works into 3 smaller 
packages to target Tier 2 contractors. 
Each package was subject to an 
Expression of Interest and Request for 
Tender process. This strategy 
increased competition and opportunity 
for new mid-tier participants, allowing 
Sydney Metro to broaden its 
contracting base as a client and 
building capability and capacity in the 
construction sector. 

Outcome

The level of analysis 
completed in determining 
a suitable procurement 
model, coupled with the 
use of lessons learnt from 
similar projects contributed to 
contracts being awarded to a 
number of Tier 2 Contractors.
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The size and complexity of projects and the infrastructure
portfolio is increasing. Project resourcing and decision-making
bodies and their enabling processes are forced to evolve to 
maintain their efficacy. This includes re-thinking governance 
groups, roles and responsibilities and decision-making 
processes to cater for larger, more complex, interdependent 
projects and for multi-agency-multi-asset programs. In an 
interconnected context, breaking project silos and providing 
fit-for-purpose portfolio oversight is essential to driving

performance. This requires cross-government transparency 
and informed decision-making based on shared and reliable 
information; information that supports performance predictions 
and swift and cohesive mitigation of risks, particularly when 
things aren’t going according to plan. Addressing the above is 
a challenge in an industry where resources are rare, critical 
project leadership roles are sometimes vacant, and where 
technology ecosystems are disconnected.

TREND 5 
GOVERNANCE UNDERPINS 
DRIVERS OF SUCCESS 

Context
Both the NSW Government and Contractors focus heavily on 
ensuring projects are delivered on time and on budget,  
building trust with the community that public money is 
efficiently invested. 
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Trends and 
Insights

Governance underpins all Trends discussed in this report. The scale of projects 
being procured, the adequate assessment of options and benefits and their 
realisation, the effective risk management and the success of procurement and 
delivery strategies. In FY20, the Governance focus area in reviews deteriorated by 2 
positions by count of critical recommendations in assurance reviews to become the 
second most prevailing issue driver, see Figure 5.

Figure 5. Review Recommendations by KFA
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Root Causes

Root causes of risk related to Governance include the: Addressing governance challenges 
is mission critical to enable decision 
makers to manage scope, schedule, risk 
and budget.

Infrastructure NSW released a framework 
to improve accountability and 
transparency in project oversight and 
decision making, foster a culture of 
collaboration and continuous 
improvement and establish effective 
practices to monitor and evaluate financial 
reporting and performance, staff 
performance and decision-making 
effectiveness in 20207.
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Trend 5 Key Recommendations
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Objective 1  
Simplify and strengthen governance structures and systems
Recommendation 1: Continue implementation of the  
Oversight Framework7 and implement the Capital Portfolio 
Health Check8 to promote effective governance frameworks.
Recommendation 2: Align and further leverage Government 
engagement forums, to drive best practices across projects 
and programs.
Recommendation 3: Update the Infrastructure Investor 
Assurance Framework1 to ensure it adequately addresses
governance risks at a program and precinct level.

Recommendation 4: Further integrate systems and share
portfolio information across Government to increase 
transparency, information flow and quality to support portfolio 
governance at all levels.
Recommendation 5: Further coordinate efforts at an 
interagency level to address resources shortages, and 
ensure project teams are appropriately structured, skilled and 
resourced – see Trend 4.



23

Trends & Insights 2020

Case Study
Metropolitan Remand and Reception Centre (MRRC)

Description

The Metropolitan Remand and Reception 
Centre (MRRC) is the final project to be 
delivered under the Prison Bed Capacity 
Program (PBCP). The project will provide 
440 male maximum security beds at 
Silverwater Correctional Complex. There 
are challenges in delivering the project in 
a complex operational environment. The 
MRRC project is currently in the Delivery 
phase. 

Best Practice

Key aspects of the project were 
identified as best practice examples, 
including the performance of executive 
management and Governance 
frameworks in addressing challenges 
early and collaboratively. A summary of 
key success factors includes:

 — The final governance framework 
includes an Advisory Board with 
a defined advisory responsibility, 
a Program Control Committee as 
the peak decision-making body 

and 3 subordinate, operational 
level committees namely the 
Program Delivery, Program Finance 
and Operational Readiness 
subcommittees. Each committee has 
a clearly defined Terms of Reference 
and membership.

 — Appropriate project governance and 
reporting structures were in place 
for both the MRRC Project Team and 
its coordination with the Managing 
Contractor. 

 — Lessons learnt from previous 
projects delivered in the PBCP 
are collected with comprehensive 
reporting systems enabled to share 
them and improve subsequent 
projects. 

 — Roles and responsibilities of each 
project team member are well 
defined and the leadership team 
is involved in critical performance 
areas throughout the project 
lifecycle.

Outcome

The above governance 
arrangements demonstrated 
best practice and made a 
significant difference to the 
speed and clarity of decision-
making, resulting in a more 
efficient and effective program 
leadership.  
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NEXT STEPS
Through the findings, Infrastructure NSW identified 9 key objectives and 
28 recommendations to improve the confidence in the delivery of the 
State’s infrastructure portfolio of programs and projects.

Infrastructure NSW will work with the broader NSW Government to further 
detail these recommendations into strategic initiatives and action items.
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Term Definition

Assurance Review Refers to Gateway, Health Checks and Deep Dive Reviews. 

At Risk Project with a Red RAG status in either cost or time.

Cluster/Delivery 
Agency

The lead Government agency tasked with developing and/or delivering a project applicable under this 
Framework and the NSW Gateway Policy.

CoPs Close Out Plans.

DaPCO Delivery and Performance Committee of Cabinet.

DaPSOG Delivery and Performance Senior Officials Group.

Deep Dive Reviews Deep Dive Reviews are similar to a Health Check Review but focus on a particular issue or limited 
terms of reference rather than the full range of issues normally considered at a Health Check Review. 
These Reviews are generally undertaken in response to issues being raised by key stakeholders to the 
project or at the direction of the relevant Government Minister.

Delivery Confidence The assessment of the project performance against 7 Key Focus Areas during Reviews. 
Delivery Confidence is rated as either High, Medium or Low.

ETC Estimated Total Cost.

Expert Reviewers Panel comprising independent highly qualified Expert Reviewers established to cover all aspects of 
Gateway Review needs.

GCA Gateway Coordination Agency.

GDP Gross Domestic Product.

Health Checks Independent Reviews carried out by a team of experienced practitioners seeking to identify issues in a 
project/program which may arise between Gateway Reviews.

HPHR High Profile High Risk.

HPHR High Profile High Risk Projects. These are also classified as Tier 1 projects.

IIAC Infrastructure Investor Assurance Committee.

IIAF Infrastructure Investor Assurance Framework.

ANNEX A  
GLOSSARY
Table 2. Trends & Insights 2020 Report Glossary
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Term Definition

Key Themes Key topics highlighted during Assurance Reviews. Key Themes are categorised when 
Review Recommendations are made.

KFA Key Focus Area.

KFA Requirements 189 requirement statements assessed by Expert Reviewers during Reviews across the Key Focus 
Areas. The requirements are assessed as either Yes, No or Partial assessment in meeting the 
requirements. 

KPI Key Performance Indicator.

Megaprojects Projects with an Estimated Total Completion (ETC) of $1 billion or more.

Mitigation Measures  Feasible measures, actions, or features that are to be incorporated into the Project in order to avoid or 
substantially reduce the Projects significant risk impacts.

NSW Gateway Policy The NSW Gateway Policy sets out the key points along the project lifecycle important for providing 
confidence to the NSW Government that projects are being delivered to time, cost and in-line with 
government objectives.

Periodic Reporting Monthly reports submitting by Agencies to Infrastructure NSW providing project updates. Periodic 
reporting is completed monthly for Tier 1 projects and Quarterly for Tier 2 and Tier 3 projects.

Phase The phase of a project in its lifecycle. Project phases include Needs Confirmation, Needs Analysis, 
Investment Decision, Procure, Deliver and Initial Operations, and Benefits Realisation. 

Portfolio The totality of an organisation’s capital investment program. 

Project Tiers Tier-based classification of project profile and risk potential based on the project’s estimated total 
cost and qualitative risk profile criteria (level of government priority, interface complexity, procurement 
complexity, agency capability and whether it is deemed as an essential service). The Project Tier 
classification is comprised of 4 Project Tiers, where Tier 1 encompasses projects deemed as being 
the highest risk and profile (Tier 1 – High Profile/High Risk projects), and Tier 4 with the lowest risk profile.

RAG Status A traffic light system of Red/Amber/Green highlighting the risk status of projects being on-track, 
at risk or not on track.

Reviews/Gateway 
Reviews

A Review of a project/program by an independent team of experienced practitioners at a specific 
key decision point (Gate) in the project/program’s lifecycle. A Gateway Review is a short, focused, 
independent expert appraisal of the project that highlights risks and issues, which if not addressed 
may threaten successful delivery. It provides a view of the current progress of a project and assurance.

Root Cause The primary causes of risk on projects as identified through Assurance Reviews and Periodic Reporting.

State State of New South Wales.

Trends & Insights 
Report

One of the annual reports under the IIAF. This was previously referred to as the Trends and Analysis 
Report. The IIAF Trends & Insights Report features an analysis of Assurance Reviews to identify 
systemic issues and trends facing delivery agencies, as well as provide Lessons Learnt across 
projects. The report is prepared by Infrastructure NSW.
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