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Public-Private Partnerships in Canada
Definitions and Debates

Matti Siemiatycki Geography and Planning University of Toronto



PPPs: Canada in a Global C
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The Ontario PPP Landscape
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PPP the Next Generation:
The Move to Municipal Projects

The Canadian Municipal Infrastructure Report
Card, Summary of Physical Asset Condition

Infrastructure eplacem Rating (Note 2)

Replacement
value

Municipal

PUBLIC PRIVATE PARTNERSHIPS
A GUIDE FOR MUNICIPALITIES
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Achieving better value, imeliness and accountability through public-private partnerships

Federation of Canadian Municipalities:

Annual Conference and Municipal Expo
Halifax, June 2011



PPPs as Contested Policy Option

e Unions critical of PPP impact
on workers

« Community groups oppose
W,f;gf,gé;vo S what they see as the creeping
AT WORK privatization of public services

" T e — Loss of public control

— High cost of private financing

* Planners concerned about loss
of long-term control over
community assets, and
meaningful civic engagement
in decision making
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What exactly is a public-private partnership?

“A P3 is a long-term contractual arrangement between the public and
private sectors where mutual benefits are sought and where ultimately
(a) the private sector provides management and operating services
and/or (b) puts private finance at risk.”

(Garvin and Bosso, 2008)
PPP Definition Excludes:
Outright privatization: no long-term contractual arrangement

Traditional procurement: private finance not typically at risk over life of
project



Models of Public-Private Partnerships to Deliver Large Infrastructure Projects
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PPP Motivations and Concerns

Raise private money to pay for capital
costs of infrastructure

Stimulate innovative project designs

Deliver value for money by transferring
project risks from the public to the private
sector

Encourage competition to bring down
project costs and improve efficiency

More costly than when delivered using
traditional methods; windfall profits

Non-competition clauses limit system
wide planning and service integration

Contractual obligations reduce long-term
policy flexibility

High need for data confidentiality can
limit meaningful public consultation

Cost savings achieved by reducing worker
wages and benefits




Are Infrastructure PPPs in Canada actually PPPs?

* Nearly all compensate private sector investors through availability payments rather than
directly through user fees

— Little new money and government still responsible for raising payments through taxes
— Transfer construction rather than operations and revenue risk
— Not a form of creative accounting: PPP finance accounted for on balance sheet

* Private finance is involved, but not necessarily at risk over the life of the project

— Most of the money is coming from debt or bonds, rather than higher risk private equity

— PPP in Canada are now seen by the industry to be fairly safe investments that can be
handled by banks: investors seeking higher returns are looking elsewhere

— Governments are ‘renting the money’ (Boardman, 2011)
* Decision making and governance process is quite similar

* Union contracts are typically respected:

— Projects are typically unionized, though it may be public or private sector unions
involved



What Drives Value for Money of PPPs

Journal of d erican Planni ion, Summer 2012, V.
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The Subjective nature of risk transfer figure

* Inoursample, transferred risks . ’irrespective of whether and
accounted for on average of base h h risk i I
cost of delivering the project through OW much risk Is actually
traditional procurement transferred and to whom, it
* With little demanq or.o.perations‘ risk' should not be forgotten that
transferred, what justifies such high risk h in risk h
premiums being assigned the main risks are those
Retained Risk bv Province at Average that arlse from teChnlcaI
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and the public sector will

Maintenance 46.1% 32.8% sti I I h 0 I d t h e Se -’
e

T0j emen Total Contract S h | 2 O O 5 4 5 3
sk R Total Contract 2% 76.5% 4 4
bv Province

Infrastructure Ontario VM Risk Allocation Matrix



Planning concerns in the VfM appraisal

Key planning concerns not mentioned THE GLOBE AND MAIL fo

PUBLIC SPENDING

in detail in the VIM reports e _‘___ [7 The hidden price of public-private
' partnerships

* Sources and details of innovation?
*Meaningful public consultation 111 comments

* Policy lock in: potential lost long-term
flexibility for facility planning and public Only at

——————
GlobeDrive.com |

policy i




Are PPPs ‘only show in town’?

* Diverse views: some practitioners, particularly at the
local level, see the provincial and federal government
pressuring municipalities, boards and agencies to use
PPPs to access government money.

e Others view PPPs as one tool amongst many, used
when VM makes sense

— A fraction of all infrastructure funds in Ontario allocated to
PPP.

— Projects that no longer make sense as PPPs have been
cancelled



Innovations in Local PPPs:
Mixed Use Buildings, Multiple Operators
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Conclusions

Recent Canadian approach to PPPs is less
ideologically driven than what we’ve seen in the
past or in other countries

— PPPs in Canada are not being widely used to
recast the way that public services are delivered,
or who provides them

— Not being used to move project financing off
balance sheet

Selective transferring of demand risk and limited
use of private financing has maintained long-run
public flexibility

*  Emphasis on managing construction risks

There have been few outright failures in Canada,
especially recently

Concerns remain about high cost of using PPP,
and particularly private financing and risk
transfer, as opposed to traditional government
procurement




