	

Queensland Government
Scope of Services
Advisory Services – Financial and Commercial
	Instructions for using this document 
(This entire instructions box is to be deleted before sending to potential suppliers): 
· This is the standard Scope of Services for an Invitation to Offer (ITO) for the procurement Financial and Commercial Advisory Services. 
· Edit all <<yellow highlighted>> sections with relevant details of your agency’s requirements and remove all highlighting when complete.
· Delete all cyan highlighted text and references to Drafting Notes before issuing to potential Suppliers.
· The Scope of Services is an attachment to the ITO cover sheet which includes generic information about the proposal (background, announcements, status of the proposal etc.) and ITO process information (closing dates, clarification process, evaluation criteria). 
· This Scope of Services should only include information related to the Financial and Commercial Advisory Services role requirements in delivering the business case and not repeat information in the ITO cover sheet (see separate template).
· Consideration should be given to providing any additional information that may assist potential Suppliers in responding to this ITO. Providing greater detail creates certainty of requirements and less perceived risk for Suppliers. This means that Suppliers won’t need to factor in perceived risks in their offer price and allows greater opportunity for better value for money offers.
Creative Commons licence
[image: Creative Commons Licenses - Creative Commons - Research Guides at ...]This work is made available under the Creative Commons CC0 1.0 Universal Public Domain Dedication. The person who associated a work with this deed has waived all copyright and related or neighbouring rights to the work to the fullest extent possible under law

Third party material that is not licensed under a Creative Commons licence is referenced within this document. All content not licensed under a Creative Commons licence is all rights reserved. Please contact the copyright owner if you wish to use this material.




1.0 Purpose
This Scope of Services for Financial and Commercial Advisory services provide specific requirements for the engagement and should be read in conjunction with the other Invitation to Offer (ITO) documentation to guide the preparation of tender proposals. 

2.0 Scope of Services
2.1 Introduction
The Financial and Commercial Advisory services will work in collaboration with <<Agency Name>> in the development of the business case in accordance with the Business Case Development Framework (BCDF) (see Infrastructure | State Development and Infrastructure for more details) and Infrastructure Australia’s Assessment Framework (only for projects that will be submitted to Infrastructure Australia e.g. major roads).
2.2 Background
<<Outline background of the project and detail its scope to ensure the accurate formulation of relevant quotations).>>
2.3 Previous analysis
<<Outline any previous analysis undertaken for the project (strategic analysis, options analysis, broader planning/studies and relevant financial/commercial analysis).>>
3.0 Key activities and deliverables
Table 1 outlines the key activities and deliverables associated with the delivery phase of the detailed business case (DBC).
[bookmark: _Hlk93387605][bookmark: _Ref76121668][bookmark: _Ref76378901]In responding, please present your plan on how you would approach the activities in Table 1, tailoring the response to what is known about the proposal and considering how you would build upon any previous analysis. 
Clearly articulate the purpose of the analysis and outcomes with respect to the investment decision, including how the analysis will be structured and evaluated. The likely implications for the investment decision are to be included in both the advisors report and financial model. 
[bookmark: _Ref76383986]Table 1: Delivery Phase Key Activities and Deliverables 
	Proposal development phase
	Key activities
	Deliverables

	[bookmark: _Hlk22214461]Budget Analysis Methodology 
	· Detail the proposed budget evaluation methodology, as well as the rationale for all assumptions, including discount rate. 
· Prepare a detailed assumptions book that includes the rationale underpinning assumptions, including those in the financial model. 
	· Methodology paper.
· Detailed assumptions book.

	Budget Analysis 
	· Complete a budget evaluation for the proposal, including: 
· Determination of investment horizon including rationale and justifications
· Determination of appropriate risk quantification methodologies, justifying approach and distributions proposed (where appropriate) 
· Determination and calculation of retained and transferred risks including rationale for evaluation, retention/transfer of risks 
· Build-up of costs including raw costs, planned risks, unplanned risks and agency costs into a cashflow profile and then escalated, include rationale for all cost and escalation evaluations
· Development of budget financial base case over the investment horizon
· Development of proposal budget evaluation over the investment horizon broken down into capital (monthly cashflows) and operating (determine duration informed by complexity and variability of cashflows and provide rationale) components
· Calculation of capital cost distribution using risk quantification outcomes
· Development of cash flows in nominal terms only for the investment evaluation
· Development of real cash flows and provide them to the economics team (does not need to be presented in the budget analysis) 
· Calculation of the Total Cost of Ownership (TCO) over the investment horizon in nominal terms to allow understanding of present-day cost of investment. 
· Undertake scenario and sensitivity analysis, evaluating which assumptions have the most impact on the budget outcomes This is to be evaluated at the sub-component level for capital and operating cost elements and risks to determine which elements are most sensitive to changes.
· Calculate the most likely outcomes e.g., expected values (noting that the P 50 and P90 estimate is only calculated for the affordability evaluation). 
· Evaluate likely accounting and tax implications from the proposed investment. 
	· Budget analysis documentation.
· Budget analysis section in Financial Analysis report.

	Financial Model
	· Interrogate existing financial model/s and challenge the assumptions on key parameters and inputs on the ‘current state’ for the purpose of forecasting or projecting the expected Base Case scenario. The assessment must include consideration of expected capital and operating costs to maintain minimum service levels.
· Develop a financial model to incorporate demand, staging options and risk. 
· Include sensitivity analysis, testing the impact of various demand, operational and capital cost and revenue parameters/scenarios, specifically with a system-wide view and how the changes would impact on the financial position of the Reference Project.
	· Financial Model (unlocked, audited and fully functional). 

	Financial Analysis

	· Document succinctly in plain English the current Australian sector funding and pricing framework and incorporate these as appropriate into the financial analysis.
· In accordance with the BCDF (Section B10: Financial Analysis), undertake financial analysis on the Proposal, and prepare a draft a Financial Analysis Report. This report will document the budget analysis, financial analysis, financial risks and impacts resulting from the Reference Project/s.
· Draft the Financial Analysis section of the DBC in accordance with BCDF guidance (Section B10: Financial Analysis).
	· Methodology paper.
· Financial analysis Report, including full documentation of methodology and analysis outcomes.
· Draft Financial Analysis chapter. 

	[bookmark: _Hlk22214492]Affordability Analysis
	· Develop a Public Sector Comparator, including a risk-adjusted, whole-of-life cost (to government) of the project using a traditional delivery method (i.e. the most likely and efficient form of public sector delivery of the Reference project).
· Outline and assess affordability considerations for the Reference Project to assess whether the Reference Project is affordable over the whole of its life, measured as the risk-adjusted financial cost, net of all funding sources.
· Identify incremental funding implications on a total cost of ownership basis and an operating budget basis.  The operating budget considerations must identify the incremental resources and any potential funding efficiency / inefficiency e.g., duplication of resources locally or across the wider system.
· Include detailed analysis of any timing issues raised by the profile of cash flows over time, in relation to demand profile and assess the impact of staging options on the cash flow profile over the expected life of the investment.
· Include sensitivity analysis, testing the impact of various cost and revenue parameters/scenarios on the affordability of the Reference Project.
· Draft Public Sector Comparator and Affordability Analysis chapters for the business case, in compliance with Section 19 of the DBC Guide.
	· [bookmark: _Hlk22214547]Public Sector Comparator and Affordability Analysis Report.
· Draft Public Sector Comparator chapter.
· Draft Affordability Analysis chapter.

	[bookmark: _Hlk22214498]Delivery Model Analysis
	· Interrogate and challenge the existing delivery and operational model analysis. 
· Analyse packaging and construction staging options, with summary to include assessment methodology (assumptions, inputs, measures) and evaluation, to recommend preferred packaging arrangements.
· Assess value for money cost drivers to determine whether there is potential for the delivery and operational model options including traditional delivery and public private partnership (PPP). It is expected that Advisors will use the draft Queensland Treasury delivery model methodology (to be provided on contract award).
· Coordinate and conduct market capability analysis regarding the Reference Project and delivery and operational model/s to determine market appetite, feasibility, timing and other industry issues/concerns.
· Recommend a preferred delivery model, to procure, construct, operate and maintain the Reference Project.
· Draft Market Considerations and Delivery Model chapters, in compliance with Section 17 and 18 of the DBC Guide, to reflect the above assessment. 
	· Market Considerations and Delivery Model Analysis Report. 
· Draft Market Considerations chapter.
· Draft Delivery Model Analysis chapter.

	Risk Assessment
	· Contribute to risk assessments for the Reference Projects in compliance with the Risk Management requirements of the DBC Guide noting that Risk Workshops will be led by the Cost and Risk Advisor.
· Contribute to the risk registers for the Reference Projects in compliance with the DBC Guide
· Undertake Monte Carlo analysis (analysis outputs determining key inputs for cost and risk), format and assumptions for the analysis. 
	· Provide risk assessment inputs for the proposal, including documentation of the Monte Carlo analysis outcomes and key risks.


	Implementation Plan (delete if not required)
	· Contribute to the drafting of an implementation project plan and resource plan for undertaking the next stage. 
	· Provide implementation and resource plan inputs for the next stage.

	Reporting, meetings and ad hoc tasks

	· Adequately and thoroughly address all questions and concerns raised by Gateway Reviews and peer reviews.
· Prepare inputs for briefing notes, correspondence, reports, as required.
· Participate in workshop/s with the Peer Reviewers to discuss the methodology and outputs.
· Attend meetings, workshops and Gateway Reviews, as required.
	· Input for briefing notes, reports and correspondence (as required).


4.0 Peer Review 
As part of the BCDF, key components of detailed business cases are required to have an independent peer review. This includes the financial and commercial analysis. 
There are two key milestones within the detailed business case (as reflected in the key deliverables above) to be peer reviewed:
· Methodology 
· Outputs (financial model, reports, related detailed business case chapters). 
The peer reviewer will be appointed by << Agency Name>> and any interactions with the peer reviewer will be arranged by a << Agency Name>> representative. 
5.0 Business Case chapter development
Table 2 outlines the anticipated chapters in the business case and the responsible authors. 
The Business Case Management Services resources will oversee the integration of draft chapters from all specialist advisors to achieve a consistently styled and authored business case.
[bookmark: _Ref76118634]Table 2: Detailed Business Case Chapters and Authors
	Chapter
	Author 

	-
	Executive Summary
	Business Case Management Services resources

	1
	Proposal Background
	Business Case Management Services resources

	2
	Governance and Assurance
	Business Case Management Services resources

	3
	Service Need
	Business Case Management Services resources

	4
	Strategic Consideration
	Business Case Management Services resources

	5
	Risk
	Business Case Management Services resources

	6
	Base Case
	Economics advisor

	7
	Reference Project
	Technical advisor 

	8
	Legal & Regulatory
	Legal Advisor

	9
	Public Interest Considerations
	Social Impact advisor

	10
	Sustainability Assessment
	Sustainability advisor

	11
	Social Impact Evaluation
	Social Impact advisor

	12
	Environmental Assessment
	Environmental advisor or Technical advisor

	13
	Economic Analysis
	Economics advisor 

	14
	Financial and Commercial
	Financial-Commercial advisor 

	15
	Affordability Analysis
	Financial-Commercial advisor 

	16
	Appraisal Summary Table
	Business Case Management Services resources

	17
	Market Considerations
	Market Sounding and Delivery Model Advisor 

	18
	Delivery Model Analysis
	Market Sounding and Delivery Mode Advisor

	19
	Public Sector Comparator
	Financial-Commercial advisor 

	20
	Implementation Plan
	Business Case Management Services resources

	-
	Conclusions 
	Business Case Management Services resources

	-
	Recommendations
	Business Case Management Services resources

	-
	References
	Business Case Management Services resources


5.1 <<Writing Style Manual>>
The Financial and Commercial Advisor must ensure that any business case chapters, are written in accordance with the <<Agency Name>> Writing Style Manual (to be provided upon contract award).
6.0 Out of Scope 
(Delete this section if no applicable High-level summary only) The following work has been completed or is soon to be completed and is excluded from the scope of work for this engagement, subject to any qualifications noted in the key activities and deliverables above:
· XXXX
· XXXX
· XXXX
7.0 Reporting requirements 
The successful Advisor for this engagement will report directly to a nominated contact (confirmed on contract award) for the <insert business case name> and will work under the direction of the Business Case Director or their delegate, as required.
Decisions, including the scope, make-up of analytical components, and their proposed evaluation is to be formally documented and mutually agreed with the nominated contact, and formally communicated, preferably through electronic mail.
The following reporting requirements are mandatory:
· Participation/leadership in periodic working group meetings.
· Provide input to the Monthly Project Milestone Reports, as required (prepared by the Business Case Management Services Advisor with inputs from all workstream Advisors).
8.0 Timeframes 
[Drafting note: Consideration needs to be given to the high-level timeframe requirements for your business case that would assist Suppliers in understanding how to resource this role. Below are suggested milestones and you must update this list of milestones to be fit-for-purpose and aligned to your own business case program– as a minimum the “phase” end dates are required. Provide enough information to help with a response but don’t be overly prescriptive. If no date is known use months, however greater clarity will help respondents]
Table 3 outlines the key milestones currently anticipated for the development of the detailed business case.
[bookmark: _Ref76390040]Table 3: Business Case development timeframes
	Activity/Phase
	Anticipated timing 

	Initiation complete
	

	Milestone 1
	

	Milestone 2
	

	Development phase complete
	

	Business case draft complete
	

	Close out phase complete (Contract close)
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