
Major Capital Projects 
Power utility – New power  
station business case and  
related procurement strategy

Background
A vertically integrated utility supplies electricity to 
around 45,000 customers in Western Australia’s  
north west.

The challenge
In 2010, and based on demand forecasts, the 
client identified a future supply shortfall likely to be 
experienced in 2016-17. To address this, it required 
departmental approval to build a new power station, 
with an approximate cost of $500 million. The client  
had not, however, delivered a major project of this  
scale before.

How we helped: Scope and approach
We developed a business case that presented a clear 
need for additional generation capacity to meet 
demand growth. 

As the client had not previously delivered a project 
of this scope and scale, experienced external advisers 
were required to help drive a range of tasks and 
complement the client’s existing capabilities. 

A key requirement for the business case was to ensure 
that, apart from delivering the best value for money, 
the investment was to be considered an off-balance 
sheet transaction so as not to adversely impact the 
state’s credit rating. 
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To deliver a privately funded solution required an 
innovative and collaborative approach with other 
potential off-takers, such as large mining companies. 
Previously, major miners built power generation 
capacity for their sole use – collaboration was not the 
norm. We worked closely with them on the merits of 
our approach and designed an appropriate risk sharing 
arrangement and business model.

In finalising the business case, we reviewed demand 
projections and existing supply options, assessed 
various off balance sheet options, conducted financial 
modelling and analysis, worked with technical advisors 
and consulted with senior client management and the 
state government.

The business case was approved and the client 
proceeded with the recommendation to go to market 
to contract with an independent power producer (IPP) 
for additional generation capacity, along with two 
large miners.

We subsequently assisted in designing a procurement 
strategy and documentation, with legal and technical 
advisors, financial and commercial evaluation of tender 
response bids, selecting a preferred IPP and presenting 
our final recommendation. 

The 220 megawatt combined cycle gas turbine (CCGT) 
power station is being built with the regional utility  
and the mining client as foundation customers. The  
project is on track to begin delivering electricity from  
summer 2017.
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