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Executive Summary

The P3 Opportunity: A Renewed Path Forward

P3s offer actionable solutions to complex infrastructure
affordability and competition challenges

deficits, the days of depending on government programs, such as the Government of Canada’s

former Investing in Canada Infrastructure Program, for consistent infrastructure grants seem
— at least for the foreseeable future — to be behind us. Governments and the private sector must
boldly embrace alternative solutions.

The landscape of Canadian infrastructure funding has shifted. With ballooning government

Public-Private Partnerships(P3s) offer concrete and actionable approaches, encompassing delivery
models like fixed-price, lump sum, Progressive models, alternative financing, concession methods,
and pension fund investment strategies. These avenues are particularly relevant for delivering large
capital-intensive projects, especially in our current economic climate.

All Canadian P3 projects share these four key attributes:

= Allocate the appropriate risk transfer to the party best suited to manage it,
= Consider the whole life cycle of the asset,

= Drive innovation and efficiencies, and

= Leverage private capital and expertise.

Embracing tried-and-tested P3 delivery models that harness the discipline and expertise of private
capital is crucial. This is Canada’s moment to redefine how it funds and procures major infrastruc-
ture projects, ensuring our assets meet immediate needs and offer sustained, long-term value to
our communities.
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Why P3s?

During the 1990s, governments grappling with
significant debt and substantial infrastruc-
ture challenges like cost overruns and project
delays turned to P3s. These partnerships pre-
sented a creative solution to safequard tax-
payers' dollars and ensure value for money
(VfM) throughout the entire life cycle of an as-
set.

The use of performance-based contracts,
which focus on what an asset needs to deliver
rather than on how to build it, and the inclusion
of private capital spurred management disci-
pline and project innovation and helped at-
tract awiderrange of private sector expertise.
This, in turn, led to a boom in delivering high-
quality infrastructure and services to Canadi-
ans, reinvigorating an entire generation of as-
sets and driving economic growth and greater
living standards.

Over the last 30+ years, we have witnessed the
continual evolution of the market and the
model to reflect new government priorities
and market realities. What has remained con-
sistent, however, is that successful P3s de-
pend on strong partnerships, appropriate risk
allocation, and shared benefits. With an ever-
increasing demand for investments, growing
debt, inflation, trade labour shortages, and
other market conditions affecting infrastruc-
ture delivery in Canada, governments — more
than ever — need tools to ensure maximum
value for taxpayers.

For these reasons, the need for P3s in this
country has never been greater. The Cana-
dian Council for Public-Private Partnerships
(the Council) and its members remain aligned
in their firm support of P3s. They laud the
model’s key attributes for delivering superior
results for Canadians when used on the right
projects. We also acknowledge that an ongo-
ing evolution is needed to achieve better pro-
ject outcomes, drive greater value for tax dol-
lars, and foster a competitive environment
while respecting the key principles and attrib-
utes of P3s.

It is clear that our industry? must work to-
gether. This collaboration between the public
and private sectors is necessary to preserve
the proven strengths of the P3 model in Can-
ada. However, it's important to recognize that
new asset classes, different or emerging mar-
ket conditions, the public interest and the
needs of governments at all levels may require
an evolution in our approach so that P3s
remain a trusted and viable option in the pro-
curement toolbox.

'The Council will advocate for procurement models to deliver infrastructure and services to Canadians that provide efficient solutions to
public sector objectives, offer value to taxpayers, and embody the four essential attributes of the most effective P3s, which are detailed in
the Mission and Vision section of the Council's website at https://www.pppcouncil.ca/who-we-are/mission-and-vision.

2The Council's definition of “industry” includes all major infrastructure leaders — from public sector owners to private sector construc-
tion and engineering firms, legal and advisory firms, banks and financiers to operators and facilities maintenance firms. A detailed
breakdown of Council members can be found here: https://www.pppcouncil.ca/who-we-are/our-members.
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Summary of Recommendations: Modernizing

Canada’s Approach to P3s

Itistime to put Canadian communities back at
the forefront of how infrastructure is deliv-
ered, operated and maintained in Canada. De-
livering dependable, resilient and innovative
assets — at the best value — that safely and ef-
ficiently provide services and goods for all of
us every day is what matters most.

To do this, we need to get to the core of some
lingering and emerging challenges and share
best practices to get solutions enacted now.
Since 2022, the Council has spearheaded an
exploration of the key pain points affecting
the Canadian infrastructure sector and how
the P3 model, which has been relied upon to
deliver some of the country’s most critical
projects for more than three decades, should
continue to adapt and evolve to address those
issues.

The Council has distilled this research into a
series of considerations and eight key rec-
ommendations for government policy-mak-
ers and private sector decision-makers to
drive the path forward for a more responsive,
agile, and competitive P3 and infrastructure
market in Canada that delivers greater value
for Canadians.

The Council has diligently compiled and ana-
lyzed feedback, opinions, and experiences
from our members through numerous meet-
ings and surveys. This effort is combined with
insights gathered from the Council's P3 2023
conference and workshops, as well as our en-
hanced engagement with government offi-
cials and politicians nationwide. Additionally,
the intelligence gained through our vast mem-
bership and working groups has contributed
to our understanding and the recommenda-
tions in this document.

Recommendation 1: In a time of

shrinking government revenues and
public reluctance to accept higher
taxes, itisan opportune moment to do
more with public funds by using pri-
vate capital to stretch those scarce
tax dollars further. This financing
brings enhanced oversight by inves-
tors since they have “skin in the game”
to deliver on time and on budget.

Recommendation 2: Develop resilient
infrastructure for a 21st century econ-
omy and climate by thinking long term.
P3 projects ensure that ongoing
maintenance, life cycle renewal, and
operations costs are considered and
protected against budget cuts. This
ensures a longer life for assets and a
better quality experience for commu-
nity members who depend on them.

Recommendation 3: Remember it's a
partnership — everyone wins,
especially Canadians, when the public
and private sectors work together.
That's why a nimbler, less rigid ap-
proachis needed whenit comestorisk
allocation throughout the entirety of a
project agreement. Taking arenewed,
"First Principle-driven" approach to
risk management ensures incentives
are aligned to reduce risk for both the
private and public sectors.

Recommendation 4: Governments

need to see themselves not merely as
contractors or service providers but
as “industrial owners” with a vested in-
terest in a project's long-term suc-
cess. They must actively oversee P3
contracts and provide centralized
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support to P3 contract management
to minimize disputes and enhance
transparency.

Recommendation 5: Governments
should investigate using a Progressive
P3 (DBFM/DBFOM) approach for ex-
ceptionally large and/or complex pro-
jects where earlier contractor involve-
ment could provide significant benefit
for Canadian communities.

Recommendation 6: Where possible,
governments should consider break-
ing large projects (exceeding $S500
million) into phases to attract greater
competition, producing greater mar-
ket tension, greater certainty in exe-
cution, and cost savings for taxpayers.
Scaling P3 projects back to past levels
($500 million) will also significantly re-
duce risks for the private sector, which
risks having too many eggs in one bas-
ket in a S1-billion-plus project.

Recommendation 7: In the spirit of in-
creasing transparency, rebuilding
trust, and delivering top-quality infra-
structure for Canadians, governments
across all levels should collaborate to
share best practices and establish
new cross-Canada standards to mod-
ernize methodologies, cost estimates,
and approaches used to select pro-
curement models and judge RFQ and
RFP submissions.

Recommendation 8: Governments
should evolve procurement approa-
ches to ensure early engagement with
private-sector proponents and foster
a solutions-oriented procurement en-
vironment.

Setting the Stage: The Current
Market Challenge

Tackling Risk and Partnership Re-
silience

In 2024, every corner of Canada’s infrastruc-
ture sector is grappling with how best to navi-
gate today’'s many complex market issues
while meeting our country’s overwhelming
need for quality, resilient, and affordable as-
sets in a new age of climate change. A boom-
ing population and decreasing government
revenues are also contributing to market pres-
sures.

All construction procurement models are
struggling to find enough skilled labour at the
subcontractor level as retirements rise and
demands grow, and both the private and public
sectors are struggling to accurately cost vola-
tile commodity prices in projects.

These issues are squeezing procure-

ment agencies and the private sector's ability
to deliver projects on time and on budget, re-
gardless of the procurement model selected.

Canada’s P3 model has successfully delivered
projects for more than 30 years because of the
willingness of the public and private sectors to
work together to find solutions to deliver com-
plex infrastructure. In particular, the positive
and successful track record of social infra-
structure P3 projects In Canada is well-estab-
lished.

However, in recent years, our internationally
recognized “made in Canada” P3 model, distin-
guished by its principle focus on value for
money, has struggled to find the best path
forward.

There have been several significant shifts in
the North American P3 market since 2018, in-
cluding:
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e The exit of experienced national and
international players from the market,
impacting government's ability to at-
tract significant competition for pro-
jects;

e Aheightened concern over fair alloca-
tion of risk in projects;

e A slowing pipeline and the loss of key
markets (British Columbia and for a
time, Alberta);

e The cancellation of projects well into
the procurement process, creating a
“chill”in the market;

e A saturation of large projects (S500
million+) and a growing number of
mega projects(S1billion+); and

e The lingering impacts of the COVID-19
pandemic and growing litigation be-
tween project partners.

Specifically, for P3s, despite their proven suc-
cess in delivering projects, some stubborn
issues persist. These include:

e A perception that unreasonable risk
transfer has been downloaded onto
the private sector. These risks include,
but are not limited to, utility risk,
scheduling risk, permitting issues and
undisclosed site conditions (please
note that P3 project risks are explored
further in recommendation 3);

e Ashift towards increasingly
prescriptive project specifications;

e Bidders competing solely on price (a
race to the bottom) rather than gov-
ernments rewarding/considering
RFPs that offer greater benefits,
quality, and innovation results;

e Alackof updated and realistic cost es-
timates has led to perceptions that
projects are over budget. This chal-
lenge exists for traditional models as
well. However, P3s are the only model

consistently tracked across Canada
for value-for-money, cost, time, and
life cycle performance. Given that the
model is held to a high standard of ac-
counting, unrealistic costing further
exacerbates misconceptions or bi-
ases against P3s; *and

e A move away from long-term con-
tracts, destroying the value created by
linking the long-term operational per-
formance of an asset to its design and
construction.

These issues have sometimes resulted in fray-
ing collaboration, increased litigation, loss of
competition, and project delays, tarnishing
the reputation of the P3 model and causing
significant —and negative —economic and so-
cial impacts on our communities.

In these times of rapid change and increasing
pressures, market certainty and healthy com-
petition is ever more crucial. Recent P3 pro-
ject cancellations, after governments issued
requests for proposals and received re-
sponses, have created a chill in the market.*
These cancellations have cost project teams
time and money, leading to a reluctance to bid
on future projects in these jurisdictions. Fur-
thermore, these cancellations are seen as an
indicator of the disconnect between budget
and scope expectations tied to project fund-
ing and approvals. In some cases, this has led
to an erosion of trust and reduced competi-
tion, as major contractors have since chosen
to redirect their attention and potential in-
vestment to other opportunities in communi-
ties across the country and the United States.

At the same time, the Council has heard signif-
icant concerns from the public sector that P3
procurements and the associated risk trans-
fer create a market that is failing to attract
enough bidders and price tension, thereby

® Challenges to realistic cost estimates include: 1) The estimate has been completed by an inexperienced entity, 2) The owners have an
insufficient class of estimates to determine the proper cost, 3) the owner has not updated original cost estimates to reflect current dol-
lars and market realities, 4) commercial/contract risks have not been appropriately included in the estimate.

“ Recent project cancellations include the 875 Heron Road Rehabilitation Project in Ontario and the Deerfoot Trail in Calgary
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causing project delays, added costs and the
potential withdrawal of RFPs.

Key Considerations and
Recommendations

Maximize Returns: The Benefits of
Private Capital and Long-Term
Asset Management in P3 Projects

Recommendation 1: In a time of
shrinking government revenues and
public reluctance to accept higher
taxes, itis an opportune moment to
do more with public funds by using
private capital to stretch those
scarce tax dollars further. This
financing brings enhanced over-
sight by investors since they have
“skin in the game” to deliver on time
and on budget.

The Council remains steadfast in its view that
Canadian governments at all levels should be
encouraged and supported to explore and as-
sess P3 and alternative finance options for
complex and large-scale infrastructure
projects.

Private capital is a critical component of P3s,
enabling governments to do more with tax-
payer funds. A well-structured P3 ensures

greater alignment between the public sector
owners' goal of driving better value for the

public dollar and the economic interests of
private investors in infrastructure projects.

In an availability-based P3 model, the private
sector is responsible for raising the capital for
the project, and the government repays the
consortium over time against project comple-
tion or performance milestones® (amortizing
project costs) enabling governments to ad-
dress more immediate needs instead of post-
poning projects due to existing public funding
shortages.

Putting private capital at risk in a P3 project
enhances accountability, ensuring the asset is
constructed to perform as intended and is de-
livered on time and on budget. The value of a
long-term P3 project also means ongoing
maintenance, life cycle renewal and opera-
tions costs are considered and protected
against budget cuts, ensuring a longer life for
assets and a better-quality experience for
community members who depend on the
asset.

Furthermore, recent research has found that
the extra financing cost of P3s is justified
compensation for risk transfer, suggesting
governments have not overpaid for risk trans-
fer and offering insights applicable to similar
international contexts and complex projects.®

The private capital component is the key dif-
ferentiator between the P3 model the Council
advocates for and other alternative procure-
ment models, such as Alliance and Integrated
Project Delivery (IPD), in which no private cap-
ital has been invested to date in Canada.'

While these models continue to evolve in Can-
ada, the Council will work closely with mem-
bers to better understand their application,
when and where they may be the optimal

®For a detailed overview of why integrating financing risks improves the private sector's performance visit the P3 Consortium Compo-
nents section of the Council's website: https://www.pppcouncil.ca/why-p3s/p3-components

% Researchers from Stanford and universities in Finland and South Korea utilized a lengthy time series of financial data from PPPs to
compute the financing cost. They found that the "extra financing cost of the PPPs is a justified compensation for the risk transfer." Read
the report here: Are private investors overcompensated in infrastructure projects?
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procurement model for a project and assess
whether integrating private capital is possible
to ensure governments are maximizing value
for taxpayer dollars.

Recommendation 2: Develop resili-
ent infrastructure for a 21 century
economy and climate by thinking
long term. P3 projects ensure that
ongoing maintenance, life cycle
renewal, and operations costs are
considered and protected against
budget cuts. This ensures alonger
life for assets and a better-quality
experience for community
members who depend on them.

Canada has a well-established P3 model witha
proven track record that should continue to be
leveraged where suitable, such as the
successful Design-Build-Finance-Maintain
(DBFM)and Design-Build-Finance-Operate
and Maintain (DBFOM) models. These models
integrate a whole life cycle approach to assets
committingto the requisite long-term
maintenance and life cycle investment.

There are multiple examples of successful
projects in the market across asset classes,
including highways, bridges, schools, hospi-
tals, long-term care facilities, and commu-
nity-enabling infrastructure projects like so-
cial housing, water and wastewater. Addition-
ally, there are opportunities to expand P3s into
areas such as energy projects and to support
Indigenous community infrastructure and eq-
uity investments to help close an infrastruc-
ture gap estimated at S425 billion by the fed-
eral government's 2030 goal.’

The Council maintains that the DBFM and
DBFOM P3 models historically used in Canada
have proven long-term benefits for our com-
munities. These models foster innovation and
achieve value across the asset's life cycle,
from design and construction to operations
and maintenance renewal phases. This gener-
ates additional value by enabling the public
sector to focus on delivering the public ser-
vices supported by the infrastructure asset
while incentivizing more strategic use of pri-
vate capital for asset management.

However, new asset classes, current market
conditions and global precedents are expand-
ing our definition of what a Canadian P3 canbe
while still upholding the core principles of the
model and offering non taxpayer dependent
ways of raising revenues. For example, some
international jurisdictions are exploring asset
recycling, which monetizes revenue-generat-
ing public assets and reinvests proceeds into
existing or new infrastructure such as toll
roads, bridges, airports and transit systems. ®

The Council believes it is crucial to adapt to
market conditions and cater to the diverse
needs of various asset classes by exploring
the appropriate use of other approaches, in-
cluding revenue-generating concessions and
Progressive models while upholding Canada’s
key P3 model attributes.

7CBC News, “Indigenous infrastructure gap estimated at more than $425B," published April 16, 2024. https://www.cbc.ca/news/indige-
nous/indigenous-infrastructure-gap-federal-budget-1.7174362 (Accessed July 18, 2024).

8 Asset recycling has been used by various countries, including Indonesia, India, Mexico, Uruguay, and more recently, Australia, as an
additional tool in combination with P3s. Further insights can be found in this 2018 Marsh Report: INFRASTRUCTURE ASSET RECYCLING:

Insights for governments and investors.
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Recommendation 3: Remember it's
a partnership — everyone wins,
especially Canadians, when the
public and private sectors work to-
gether. That's why a nimbler, less
rigid approach is needed when it
comes to risk allocation throughout
the entirety of a project agreement.
Taking arenewed, "First Principle-
driven"approach to management
ensures incentives are aligned to
reduce risk for both the private and
public sectors.

The Canadian infrastructure sector is grap-
pling with risk and how to price it. While there
are several approaches to rebalancing risk in
a project, the Council firmly believes risk
should be borne by the partner, whether pub-
lic or private, best equipped to manage it with
due consideration to prevailing market condi-
tions. Ultimately, this approach protects tax-
payers and enables better project outcomes.

P3 models work when:

e Pricingisrealistic and reflects current
dollars and market realities®,

e The correct model has been selected,

e Competitive procurement is con-
ducted, and

o (lear risk expectations have been es-
tablished and tailored to the asset
class. The risk profile for a linear high-
way or light rail transit project, for ex-
ample, differs significantly from that
of a health care or justice facility.

In recent years, the Council's private sector
members have expressed frustration with
what they see as a significant and ultimately

untenable shifting of project risk (utility risk,
commodity pricing, permitting, site investiga-
tions, scheduling risks, etc.). A comprehen-
sive risk assessment is crucial at the onset of
a project. But there's always room for en-
hancement to ensure effective management
and allocation of risks between the public and
private sectors.

The Council and its members stress the need
for a renewed, “First Principle-driven” ap-
proach to risk management, with a greater fo-
cus on aligning incentives to reduce risk for
both the private and public sectors.

The Council sees two approaches to fix risk
issues:

1) The first approach requires properly
structuring the contract, starting with
a fresh risk management approach.
The recent release of the First Princi-
ples of Risk Reference Guide by the As-
sociation for the Improvement of
American Infrastructure (AIAl) pro-
vides valuable insights into how key
contractual terms and concepts re-
lated to P3 project risk are addressed
in the United States. Canada has an
opportunity to leverage these insights
to enhance transparency and clarity.
The Council will publicly explore this
guidance further at P3 2024, Canada’s
Infrastructure Conference, in Novem-
ber.

Moreover, the Council advocates for
the establishment of robust monitor-
ing systems across the project's life
cycle to continuously assess the ef-
fectiveness of risk management and
update the assessment as a project
unfolds. Risk registers should func-
tion as dynamic project management
tools with clear accountability and

® As detailed earlier in Footnote 5, Challenges to realistic cost estimates include: 1) The estimate has been completed by an inexperi-
enced entity, 2) The owners have an insufficient class of estimates to determine the proper cost, 3) the owner has not updated original
cost estimates to reflect current dollars and market realities, 4) commercial/contract risks have not been appropriately included in the

estimate.

10
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governance, reflecting the evolving
realities on-site. If unexpected situa-
tions occur, there should be ways to
adjust how risks are shared.

At the same time project owners must
remain aware of the cost of additional
risk placed on the private sector due
to future adjustments — clear rules
and an understanding of such cost-
sharing would need to be established
from the start to avoid any unintended
increase in contingencies.

This ensures fairness and makes it
easier for both parties to handle. The
Council believesanimbler approach to
risk management will rebuild confi-
denceinthe modeland lead toareturn
to hard-bid DBFM/DBFOM projects
rooted in value for money.

2) Thesecond approachinvolves deploy-
ing Progressive procurement models,
which we explore furtherin the follow-
ing recommendations (4 and 5).

Recommendation 4: Governments
need to see themselves not merely
as contractors or service providers
but as “industrial owners” with a
vested interest in a project's long-
term success. They must actively
oversee P3 contracts and provide
centralized support to P3 contract
management to minimize disputes
and enhance transparency.

Although limited government budgets are al-
ways a challenge, under-resourcing complex
infrastructure contracts is incredibly risky.
Public authorities must actively oversee P3
contracts, ensuring performance and compli-
ance through audits.

Owners and private sector partners need to
foster collaboration within their contractual
arrangement and the confines of their part-
nership, seeking solutions to issues and esca-
lating matters within the project's framework.
Disputes that end up in court tarnish the pub-
lic's perception of a project and undermine the
integrity of the P3 model. All parties' reputa-
tions are seldom unharmed, and each partner
must recognize that P3 agreements are long-
term commitments. The strength of the rela-
tionship is paramount.

Government departments and agencies
should provide centralized support, aiding
contract management for consistency, re-
ducing disputes and enhancing information
sharing between comparable projects. For
best practices, government and the private
sector should take notice of recent recom-
mendations that have come out of the United
Kingdom’s White Fraiser Report —Private Fi-
nance Initiative sector."

Among several considerations explored in the
report, the authors recommend that private
sector partners adopt an "industrial owner"
perspective. This entails viewing themselves
not merely as contractors or service providers
but as partners with a vested interest in the
project's long-term success."

¥ Government of United Kingdon. White Fraiser Report - Private Finance Initiative sector. July 20, 2023 https://www.gov.uk/govern-
ment/publications/white-fraiser-report-private-finance-initiative-sector/white-fraiser-report

"Other notable practices outlined in the White Fraiser Report include: 1) Streamlining routine processes, such as managing small varia-
tions, can help reduce public sector frustration and enhance efficiency. 2) Monitoring and management of P3 contracts by public au-
thorities is imperative. This includes conducting regular audits and ensuring performance and compliance assurance.3) Centralizing

11
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Expanding the Umbrella:
Progressive P3s

The Council believes enhancing transparency
and modernizing procurement approaches for
major projects will foster a solutions-oriented
delivery environment.

One way to drive competition is to integrate
private sector expertise early in the procure-
ment process before governments have se-
lected adelivery model. These approaches are
referred to as “Progressive” procurement
strategies. A handful of jurisdictions,” most
notably Ontario, are leading the exploration of
the Progressive approach in Canada for the
construction and long-term maintenance of
exceptionally large and/or complex projects.”

Recommendation 5: Govern-
ments should investigate using
a Progressive P3
(DBFM/DBFOM)approach for
exceptionally large and/or
complex projects where earlier
contractor involvement could
provide significant benefit for
Canadian communities.

Why Go Progressive?

Early collaboration between public procurers
and the private sector aims to help mitigate
risks, provide more realistic pricing/scoping
from project initiation, and yield benefits such
as lower transaction costs and the mitigation
of overruns and delays. Additionally, predevel-
opment agreements can aid public agencies
in fostering long-term partnerships to ad-
vance P3 projects.

The Progressive approach, promoted by some
inthe contractor industry, envisions a shift to-
wards market-viable solutions, prioritizing the
selection and scoping of economically feasi-
ble P3 projects. Simultaneously, it aims to pro-
tect the private sector from taking on an un-
reasonable amount of risk. The whole point is
that the government picks its partner sooner,
and the public and private sectors work to-
gether to more adequately define and de-risk
the project so that when the government is

resources to assist public authorities in managing P3 contracts. This involves striving for consistency, reducing disputes, and promot-
ing the sharing of information and best practices across networks. 4) Incorporating suitable dispute resolution processes into project
agreements to facilitate opportunities for collaboration between the public and private sectors to address challenges.

2 0ther jurisdictions such as British Columbia have successfully used a Progressive approach on non-P3 projects, so this procurement
approach is developing a good foundation for future expansion across other regions such as Alberta where such an approach has not yet

been utilized.

¥ Notable examples of this approach in Ontario include the Ottawa Hospital Civic Campus Redevelopment Project and the Weeneebayko
Area Health Authority (WAHA) Redevelopment where the Progressive model has demonstrated tremendous promise. Progressive P3

procurement strategies have also been adopted federally, with the notable example of the VIA High-Frequency T Rail (HFR) project.
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ready to fix the price, the risks have been iden-
tified, agreed upon, and allocated appropri-
ately.

However, it is important to note that not all
“Progressives” are P3s. The Council defines a
Progressive as a P3 if it maintains these two
core attributes: the whole life cycle of the as-
set (operations and/ or maintenance) and in-
cludes private capital investment and exper-
tise. Again, both are essential to ensuring
value for money for tax dollars is achieved.

Solving for Competition: The
Canadian Boom in Mega Projects &
Other Complex Projects

Recommendation 6: Where possi-
ble, governments should consider
breaking large projects (exceeding
S500 million) into phases to attract
greater competition, producing
greater market tension, greater
certainty in execution, and cost
savings for taxpayers. Scaling P3
projects back to past levels (S500
million) will also significantly
reduce risks for the private sector,
which risks having too many eggs

in one basket in a S1-billion-plus
project.

Some of our members believe that Progres-
sive P3s help solve problems related to risk
transfer and management. This approach may
win back companies that had previously
stepped back from the P3 market and poten-
tially attract new bidders. However, other
members have cautioned that the Progressive
model does not address market competition,

particularly for social projects like hospitals
that exceed $1 billion. The real competition

challenge lies in the capacity of contractors
and subcontractors to execute such large-
scale projects.

Until the market reaches substantial comple-
tion on a Progressive P3, we cannot say
whether the Progressive model has solved this
issue with evidence or certainty. To tackle
this, the Council recommends that public
owners refocus on planning and scaling pro-
jects back to levels seen in previous years,
with an emphasis on integrating and manag-
ing the interface of such projects from both
risk and logistical perspectives. By doing so,
we can ensure that more contractors can
competently compete and execute projects.
This approach will lead to optimal pricing effi-
ciency and greater certainty in execution.

Supporting Transparency: Trans-
forming Public Sector Decision-
Making Approaches

While recognizing the confidential nature of
government processes, public sector deci-
sion-making must be clear and well-under-
stood by the private sector and the public at
large to ensure a project's success. A per-
ceived lack of transparency can sow market
confusion, destroy trust and negatively im-
pact procurements.

Members of the Council support an independ-
ent process that includes all aspects of pro-
ject development, from procurement and con-
tract management to public communication
of project milestones. This process should be
free of political and owner interests, focusing
solely on achieving the best outcomes for the
project and the community residents it is
intended to serve.

Over the years, P3 screens, business cases
and procurement processes have been well-
documented and understood, particularly in
Canada's more mature markets. However, with
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the introduction of new models and chal-
lenges associated with established forms of
P3s, there remains uncertainty regarding
when and how the public sector decides on
procurement models and whether and how
Value-for-Money (VfM) methodologies are
applied in that decision-making process.

Some jurisdictions are moving away from tra-
ditional VfM methodologies as they do not
quantify the social benefits of P3s. Addition-
ally, there is ambiguity surrounding the appli-
cation of evaluation criteria and reliance by
the public sector on dated or otherwise ques-
tionable cost estimates to determine afforda-
bility.

The Council believes there is an opportunity
for government officials and politicians to ex-
plore modernizing their approach to estab-
lished Value-for-Money (VfM) beyond the con-
ventional “lowest net present value” metric
and increasing their focus on qualitative
factors from a whole-life cycle project invest-
ment.

Recommendation 7: In the spirit of
increasing transparency, rebuilding
trust, and delivering top-quality in-
frastructure for Canadians, govern-
ments across all levels should col-
laborate to share best practices
and establish new cross-Canada
standards to modernize methodol-
ogies, cost estimates, and ap-
proaches used to select procure-
ment models and judge RFQ and
RFP submissions.

The public sector has traditionally relied on
Value-for-Money (VfM) analysis as the
cornerstone of decision-making for P3s. In
Canada, qualitative factors such as project
risk, scheduling, budget, market realities and
capacity can supplement a purely quantitative
VfM analysis when comparing risk-adjusted
costs to traditional procurement. However, as
the model evolves and new P3 approaches are
introduced, so should the public sector’s
methodologies and approaches.

Canada's established VfM approach enjoys
global recognition and has, until recently,
been well-understood by the industry. How-
ever, recent changes or shifts in approaches
have not been documented.

The Council, therefore, recommends the pub-
lic sector work collaboratively across jurisdic-
tions to update P3 documents to reflect these
new approaches. For example, the former
Crown Corporation, PPP Canada, developed a
suite of procurement tools that could be lev-
eraged if updated to incorporate an industry-
wide approach for all Canadian procuring ju-
risdictions, considering unique regional dif-
ferences.
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The Councilisready and willingto actasapan-
Canadian convener to support jurisdictions in
collectively articulating evolved and modern
approaches to evaluating project value to
improve stakeholder understanding and
transparency.

Recommendation 8: Governments
should evolve procurement
approaches to ensure early engage-
ment with private-sector
proponents and foster a solutions-
oriented procurement

environment.

There is a significant opportunity to enhance
transparency and modernize procurement ap-
proaches for major projects to foster early
engagement with private sector proponents,
promote competition, cultivate a pipeline of
market-ready projects, share best practices
and elevate quality infrastructure solutions,
which will foster a solutions-oriented delivery
environment. Key areas of evolution include:

Early private sector engagement:
Encouraging early industry feedback
in planning to ensure the success of
projects and implementation plans
through early market soundings. Early
industry feedback prevents testing
project size, scope and price at the
RFP stage, reducing the risk of fewer
bids and project cancellations. This
approach ensures projects do not
need to be re-procured, facing even
higher escalation costs, as seen in
other jurisdictions. P3s offer a unique
opportunity for governments to col-
laborate with the private sector,
allowing for flexibility in scaling and
exploring opportunities for phasing
projects. However, market soundings
should always include the government

project team, not just their external
advisors.

Review Evaluation Criteria: Reevalu-
ate established criteria within pro-
curement processes to encourage the
participation of new entrants and re-
store trust with former market partic-
ipants. Refine technical criteria to en-
sure openness to innovative ap-
proaches and fresh perspectives.
Shift focus from being overly pre-
scriptive about outputs to emphasiz-
ing outcomes, aiming to mitigate the
'race to the bottom' mentality often
associated with cost-driven decision-
making among contractors and devel-
opers.

Embrace Transparency:Transpar-
ency in project details, contracts and
plans is a significant driver for private
partners. Limited workforce capacity
underscores the importance of trans-
parent communication. Owners who
demonstrate flexibility and listen to
private partners during the initial
phase will likely attract more bids, de-
livering better results.

Market Reflective Cost Estimates:
Regardless of the model used, starting
the procurement process with accu-
rate and current cost estimates is
essential to build trust and avoid po-
tential issues later. For P3s, which are
held to a higher value threshold than
other models, more robust public sec-
tor estimation tools should be consid-
ered. These tools must reflect current
dollar and market realities, capture
the right class estimates to determine
proper costs and ensure commer-
cial/contract costs are appropriately
captured and reviewed by an experi-
enced entity.
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Mitigate Market Risks: As discussed
in recommendation 3, the Council ad-
vises a complete refresh of risk man-
agement and is exploring how the
latest research from AlAl can/should
be applied in Canada. In addition, es-
tablishing more dynamic project man-
agement tools that continuously
assess risk management, including
quantitative cost risk analysis and
adjustments where/when necessary,
is an essential consideration. Clear
rules and understanding cost-sharing
implications due to any adjusted or
new risks must be agreed upon at the
onset. Project agreements must,
therefore, incorporate suitable dis-
pute resolution processes and facili-
tate opportunities for  collaboration
between the public and private sec-
tors to address challenges.
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Conclusion: Modernizing the Future of Canadian P3

Procurement

The Council is calling on the public and private sectors to work together to
adopt the recommendations to ensure a robust and resilient infrastructure

market on which Canadians can depend.

he robust discussions the Council has
Thad with its membership, both public

and private, have revealed tremendous
goodwill and eagerness in the infrastructure
sector to work collaboratively to resolve the
thorny issues projects across Canada face and
embrace new ways of doing business. The in-
dustry wants to deliver successful, state-of-
the-art projects for Canadians.

However, it is time for all facets of the sector
to evolve. If the sector fails to change, our
country’s capacity to remain competitive and
deliver timely and resilient infrastructure for
the long-term benefit of Canadians will be se-
verely diminished. This would hamper eco-
nomic growth and deprive communities of
greater social cohesion and safety.

The Council believes these eight recommen-
dations provide a path forward by acknowl-
edging the issues head-on and proposing
solutions where possible. It is also clear that
this is not a “won and done” project. The con-
versations that have started and resulted in
this publication need to continue.

As the only industry association representing
virtually all major public and private sector
players across the infrastructure sector, the
Council will continue to convene thought lead-
ership opportunities, make recommenda-

tions to ensure a balanced and proactive ena-
bling policy environment, and advocate for the

use of Canada’s highly adaptable public-pri-
vate partnership (P3) model when and where it
makes sense. This approach aims to deliver
resilient, innovative, and quality infrastructure
and services that provide significant value for
taxpayers, enhance economic opportunity,
and improve the quality of life in our commu-
nities.

Again, we thank our Board, Communications
Committee and Executive Committee mem-
bers and our broader membership for their
ongoing support and dedication to advancing
best practices and knowledge. Their efforts
help create an enabling policy environment
that will secure and enhance Canada's infra-
structure investment landscape.

About the Council

To learn more about the Council’s mission
and vision, our members and how to get in-

volved, visit: pppcouncil.ca
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