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SUBJECT/OBJET WATER ENVIRONMENT PROTECTION DIVISION
PRIVATE SECTOR INVOLVEMENT OPPORTUNITIES

DEPARTMENTAL RECOMMENDATION

That the Planning and Environment Committee recommend Council approve the
principles, listed in Annex A, to govern a potential public-private partnership process
within the Water Environment Protection Division, with the objective of determining the
most cost effective means of delivering the list of functions identified.

BACKGROUND

In Februaryl996, theEnvironment and Transportation Departmesgorted on the current and
potential privatesector involvement opportunitieswithin the Water Environment Protection
Division (WEPD) and on thactivities hat had taken place durinipe pastyear to optimize the
operations and achieve a twenty-five percent budget reductiotha#tiime, Council directed the
Department to proceedvith the identification of appropriate WEPD functions and the
development of specifications for a potential public-private partnership for the WEPD functions.

Council alsorequested that the process be conducted in a mamiar to the Solid Waste
Collection Tender anthat arecommendation on the appropriaetivities andthe principles to
govern this partnership be presented to the Planning and Environment Committee.



DISCUSSION

1. CORPORATE IMPACT

While the Council resolution wasspecific to WEPD activities, it became evident from the
Department'spreliminary list of issueshat anumber ofthe principles whichwould govern the
public-private partnership could have an impact on the rest of the Corporation and as such, should
be discussed at eorporatelevel. Accordingly, aworking groupwith representatives of the
Legal, HumarResourcesFinance and Environment afgansportation departments was set up

to establish and reviethe principlesthat would govern gublic-private partnership for WEPD.

In total, ten discussion papers have been prepared and used as the basis to derive principles for the
key WEPD issues in public-private partnershipslishof thosediscussion papers &tached as

Annex B. Although it isapparent that thosdiscussion papers arttie governingprinciples

derived fromthose papers could form a foundation for futpublic-private partnership iather

service areasvithin RMOC, it is also important to recognizlkat such service area wilave

specific issues and concerns which may significantly alter this approach.

A PeerReview Committee wasreated with representatives of the Ottawa-Carléasiness
community,Ontariomunicipal officials involved ircurrentpublic-private partnership processes as
well assome RMOC commissioners to enstine process would be attractive to the private
sector while protecting the RMOC ratepayers.

Another key component dhe overall process will be to seek assurances from Rlegion’s
Internal Auditor regarding reasonableness eohparability ofthe in-house budget during the
evaluation process.

2. PRIVATIZATION MODELS

There exist a variety of privatization moddisr both infrastructure development and for
operations andmaintenance of existing infrastructure. The modebpropriate foreach
municipality or servicedependsheavily onthe municipal financialsituation and on thenain

objective in seeking a public-private partnership. Complete privatizatuoding the selling of

the assets, is popular where financial issues associated with infrastructure replacement, upgrade or
growth arepredominant. This situation existsparts ofEngland and France agell as in the
municipalities ofHalton, York and Halifax. Contract operationsalso known as affermage, is

used in cases wherenaunicipality seeks improvements in its operations in areas sudosts
efficiency, regulatory compliance or innovati@pportunities. This type of model isisedwidely

in the United-States and more recently in the municipality of Hamilton-Wentworth.

In selectingthe modelmost appropriate for WEPD, consideration wgagen tothe state of the
infrastructure, thdéinancialrequirements and th@ompliancerecords. With the expansion of the
wastewater treatment plant in tlearly 1990s, the Regiotas investedver $350million to
upgrade that part of thefrastructure to bable to meet demand up 2012. In addition, atate
of the artautomation system has beenplemented to streamlineperations. Instituting an
operatortraining programme has also been successful in ensuring a mergaiancerecord in
the normal operation of the wastewater treatment plsvitile the regional collection system is
substantiallyolder than the plant, a compldtdevision inspection was carrienit over thelast



five years and has reveal#itht the current seweehabilitation programme will bsufficient to
ensure the integrity of this $1 billion infrastructure.

With no identified requirementfor major capitalinvestmentnor for improving regulatory
compliance,the main objective for considering a public-private partnership in WEPD is to
determine whethehe privatesectorcan delivetthe services moreosteffectivelythan thepublic
sector. The model most appropriate to achieve this objectffersnage

Governing Principle 1. That the public-private partnership model considered be affermage,
also known as contract operations.

3. PROCUREMENT PROCESS

The public and private sectors areinanimous in advocatinghat a fair and transparent
procurement process key to the successful development of partnerships andmamtaining
public confidence in the process.

Most municipalitieswho haveinitiated such grocess have developed a methodoltdmt can

withstand the test of fairnes3his methodology is applicable tmr processnd should include a
single RMOC point of conta@nd a strict code of conduct. The single pointaitactensures

equal access to information atiee code of condudpecifically prohibits lobbying, conflicts and
collusion. In addition, sincthe expertiseskills and experience dhe principal members of a
responding tearplay a keyrole in the selection process, respondevitsnot beallowed to make
changes to the responding team without prior written RMOC authorizationunlduge point of

contactand the code of condushould be applicable frorthe time Councilapproves these
principles up until the time when the recommendation followivegproposalevaluation becomes
public information.

Consistent with th@rocedure adopted in othewnicipalities,respondents wilhot bepermitted

to initiate contactwith RMOC staff, Councillors or Consultants working witle RMOC orthis
project, other than through théesignated RMOC representativeAny attempt to make
unauthorized contact ofailure to comply withthe code of conduct would be grounds for
disqualification.

In addition, since a competitivemarket fosters innovationthat arelikely to result in greater
efficiencies,opportunities must be provided to more than one bidédecordingly, the process
requirements can neither bmo restrictive norshould sole sourcing and unsolicited proposals be
considered.

Governing Principle 2: That the processr evaluating the public-private partnership be
conducted in a fair and transparent mannerth a singleRMOC point of contact and a strict
code of conduct that prohibits lobbying, conflict, collusion and unauthorised changes to
principal members of a responding team.



4. WEPD FUNCTIONS

Sincethe objective of thigorocess is to determiriee most coseffective means of delivering the
services and programmes currently performed by WE#RDnctionsthat could beadequately
defined and their performance measured should be includbeé iRequest for Proposal (RFP).
This would include the collection and treatment of theastewater, thendustrial waste
programme, thebiosolids use programmenalytical servicesand the surfacevater quality
programme. Exceptions for this RFP wouldlude functions such as by-law enforcement and
policy development.The appropriateness woifcludingthe rate settingndbilling functions in the
RFP requires further consideration. Based on the current organization of WERIDctlens to

be included inthe RFP would amount to more thainety percent of both the current workforce
and operating budget.

Governing Principle 3: That a business unit approach be used in the Requé&sbpasal
process to cover all functions that can be adequately defined and measured, including the
collection and treatment ofvastewater,the industrial waste programmethe surface water
guality programme, the biosolids use programme, analytical services as well as facilities that are
expected to become the responsibility of WEPD during the term of the agreement. Functions
such as by-law enforcement and policy development would continue to be performed by the
RMOC.

To maximizethe benefits of public-private partnershighere should be an understanding of the
true costs oproviding each specific service apdogramme. This can be achieved by using a
business uniapproach and thetietermining whether economies of scafe in fact achieved or
whether larger benefits can be obtainedcbgtractingout selected groups. Theexists at least
six business units within WEPD, namely:

-Collection of wastewater
-Treatment of wastewater
-Biosolids use programme
-Industrial Waste Programme
-Surface Water Quality Programme
-Analytical Services

Consistent with the approach taken by ®elid WasteDivision for the garbagecollection
contracts, respondents will be asked to submit proposals for each obtisosess units arfdr a
combination of them. In addition, respondentf e required to submit groposal for all
facilities and serviceshat are expected teecome theesponsibility oflWEPD during the term of
the agreementThis wouldinclude wastewatecommunal systems, negollectors ancgumping
stations, as well as responsibilities transferred from the Ministry of Environment and Energy.

It is expected thasome respondents would bwgainly interested in the operation of the
wastewater treatment plasince it is newfully automatedyvell maintainedand carriesninimal
risks from a publienteraction point of view. Othe otherside, the collectiosystemmaynot be

as appealing sincewtould bedifficult for a privatecompany to verifithe integrity ofthe 200 km
system in ashorttime frame and as such ass#ssmaintenance and/or repair requirements. In
addition, the collection system is integrated with and impacteddigcal municipalsystems, has
capacity constraints in a number of locations and is spread over a wide physical area.



Since a number dhe supporservices withilWWEPD are geared towards both the treatment and
collection activitieshamelythe SCADA system, and maintenance and materials management, it
would beinefficient to havethesetwo coreactivities managed by different private companies.
Consequently, respondents will be requiredstdbmit aproposal for both the treatment and
collection activities. The RMOC should however be prepared to consider entering into a separate
agreement for the delivery of the programmes ife@uation process concludist it would be

more cost effective to do so.

During the PeeReviewprocess, it was also suggestedliow respondents teubmit aproposal
for the operation andhaintenance oéll local municipalwastewater and stormwateollection
and treatment systems. The submitted proposals could then be presenteel lboal
municipalities if deemed to be technicadipd financially effective. This isnot recommended at
this time sincethe inclusion ofthe local municipalwastewater and stormwatsystems in this
public-private partnership process would likely result in substantial delays.

The evaluation process will have to ensilm&t regional programmes and services continue to be
delivered in accordance witthe principlesthat govern how th&MOC conducts itdusiness,
including protection of thepublic health, potection of theenvironment and responsible long-
rangefinancial planningthat guaranteepublic accessibility to informatioand communication.
Accordingly, the public will continue to have access to information relatedlltprogrammes and
services delivered on behalf ¢he RMOC, including information of afinancial nature. In
addition, public consultation W be required forall activities that directly impact service to the
public. Thiswill also ensurehat themission of WEPD which is to “Continue to provide
leadership inthe protection of the watamvironment in aosteffective manner” is maintained
whichever delivery mechanism is selected.

One exception to themposition of those principles will be withrespect to the procurement
procedures. While the RMOC principles governinghe tendering process aratquisition of
consulting and professional services will be a requirement applicathle ®FP selection process,
services subsequently purchasedtly privatesector onbehalf ofthe RMOC wouldnot be
subject to RMOC procurement procedures.

Governing Principle 4: That services and programmes continue to be delivered in accordance
with the values and principles that govehow the RMOC conducts its businessith the
exception of compliance with RMOC procurement procedures by a private company.

5. HUMAN RESOURCES ISSUES
5.1 Collective Agreements Provisions

In most areas where public-private partnershaps considered, thBumanresources factor
becomes a critical issue in terms fafancial obligations, risk management, labour relations
legislation as well agorporatevalues. In Marchl995, members of Regional Counacivere
informedthrough aconfidential memorandum of some tbie key obligations andiabilities that
should be addressed in any contracting out at the RMOC as a resulpafuisgons contained in
the collective agreements.



The CUPE 50Zollective agreement ihe mostspecific withrespect to thgrovisionswhich
prescribe the circumstances unedrich contractingout may or maynot occur. Article 22.3
specifiesthat the Employer wll not contractout bargaining unitwork, if as aresult of that
contracting out a layoff, reduction in hoursvadrk or failure to re-hire an employee ¢ime layoff
list would occur. Contractingut mayoccur if it is to arEmployerwho is a party to &ollective
agreement and who would employ affected employees.

The remaining collectiveagreements applicable t&/EPD do not contain similar clauses
restricting contracting out, buhey do include redundancy provisions to deal with employees
whose positions are no longer required as a resuiéadinological or organizational change.
Such provisionsare also in the CUPE 508&ollective agreement and include re-deployment,
retraining, seniority bumping rights arsgéparation allowance. RMOC hggically provided
MPE employees with provisions equivalentttimseavailable to members tfie CIPPbargaining
unit.

Thelikelihood of success in dealing with labour relations issues is enhanced with an orderly and
transparent proposalalls process and with the opportunity specify and negotiatespecific
staffing parameters.

5.2 Human Resources Principles

Some of the corebjectives in addressirthe humanresourcesssues associated with this process
include compliance with labour relations legislation and collective agreements obligatisel as
as consistency witthe RMOC’ s organizationalalue totreatits employeedairly and equitably.
Efforts should also be made tanimize costand disruption withirthe RMOC. Accordingly, one

of the criteria inevaluatingthe proposals will be due consideration @uerall organizational
changes and disruption resulting from the contracting out.

Since it is recognizethat uncertainties arékely to result in moreexpensiveproposals from the
private sector, thenumanresource®bligations andiabilities will have to be clearlglefined. A
preliminary review of vested obligations in WEPD such as outstanding sick leave, vacation and
overtime banked, and severamoests would be in the order of §3llion to $5 million. All costs

that wouldbecome duevhen affected stafirestill employees othe RMOC should be borne by

the RMOC. Howeverany obligationdriggered by the privatsector, after the contracting out
should be borne by the privagector. Recognizingthat payment of vested obligatiomse a one

time cost associated with contracted operations, thegsts should be amoritized over an
appropriate period when comparipgblic vs private costs of operation.This approach was
encouraged by the Peer Review Committee.

Governing Principle 5: That the potential liability associatedth vested obligations of
employees be recognized as a real cost during the evaluation of the cost proposals and that an
appropriate amortization period for those costs be investigated.

To respect thebligations inthe CUPE 50%ollective agreement, respondents will be required to
be a party to a collective agreementhegtime they submit their qualifications. In addition, the
successful respondent will be required to makeg#imate offer of employment tall affected
CUPE 503membersvho would otherwise be laidff as a result o€ontractingout the functions
performed by WEPD.



Sincethere are naimilar “no layoff” provision for members of CUPR187, CIPP andPE, the
successful respondent wilbt berequired to offer employment tihoseemployeeshut will be
encouraged to do scEmployeesot retained by the privatsectorwill be treatedaccording to
the RMOC workforce adjustment policy.

Governing Principle 6: That all labour relations legislation and collective agreements
obligations be respected throughout this process and that efforts be made to minimize cost and
disruption for the RMOC.

In an attempt taninimize costand disruption withithe RMOC, the CUPE 50Bargaining unit
has already been approached to exptbeepossibility of the privatesectorbeing deemed a
“successor as in thgale of business”. Thisption would require tri-partite negotiatiomath
CUPE 503, the RMOC andieh of theshort listed respondentsPreliminary discussions with
CUPE 503 indicate thdhis option is notacceptable to them. CUPE 503s also expressed a
strong objection to any contracting out of work done by its members.

6. LEGAL ISSUES
6.1 Due Diligence

It is a municipalcorporation’sresponsibility toensure thaits facilities are operatedand its
activitiesare carriedut inaccordance witlall applicablestatutoryrequirements. These general
responsibilitiesand, morespecifically, obligations irthe areas oénvironmental and health and
safety legislatiorcannot beentirely passedhrough to a consultant or contractofccordingly,

the RMOC must take steps éstablish adue diligence defence to any environmental or health
and safety chargabat may arise fromthe activities ofthe contractodeliveringWEPD services

on the RMOC'’s behalf.

Some of thecritical elements in adue diligence programme includethe establishment of
reasonable environmentegporting activities,the incorporation of contractuanvironmental,
health and safety obligationt®getherwith liquidated damages for non-compliance, and the
allocation of adequatmternalresources to inspect, monitor and audit contractual performance
with respect to RMOC’snvironmental and health and safety responsibilities camdractural
obligations.

Governing Principle 7: That complianceith all applicable legislation and regulations be
ensured through a due diligence programme which includes reporting activities, contractual
obligations and internal resources to monitor environmental, health and safety performance and
contractual obligations.



6.2 Contract Security

Any contract between the RMO@nd a private companfor the delivery of the functions
currently performed by WEPD would requiresignificantamount of contracsecurity to ensure
regional assets are propedgeratecand maintained antthat servicesaredelivered in accordance
with contractual requirements.

While the standardorm of performance security is a performance bond, it woalchecessarily
provide adequate protection in the case of an operation cositteeta bonding company has the
right to selecunilaterally an alternativeontractor to completall contractual obligations of the
original contractor thahas failed tgproperly complete theontract. While such a right is1ot a
particular concern in the context of construction contractssgbeial skillsthat are required to
deliver the services and programmes witht/dEPD would be best guaranteed by amended
performance bond which gives the authority to the RMOC to approve any substitute contractor.

It would also be prudent to require thagccessful respondent sobmit a letter otredit since it
would represent aimmediate source offunds inthe event the performandssues require
immediate expenditures tine privatecompany violates angtatutoryobligations whichresult in
fines being assessed against the RMOC.

6.3 Risk Management

Structuring a process that fost@raovation and creativity is oftethe besimeans of bringing out
the strengths and resources of the prigator. At thesame time, a balance must exist between
risks allocation andosteffectiveness.While these objectives are oft@onflicting, an optimum
level can be achieved through aguitable compensation strategy ahé use of contractual
provisions protecting the RMOC against unforeseen changes of circumstances.

To take into consideratiassues such as fluctuationswastewateflows and characteristics, and
additional operation anghaintenance requirements associated with new infrastructure or changes
in jurisdictions,the compensation strategy should be based on adumpplus variable fee and
pass through components. The compensation strategy shouldl@istor equitablesharing of

future savings or revenues. In addition, unforeseests orbenefits resulting from legislative
changes should entitle either party to initiate negotiations for changes in compensation.

Governing Principle 8: That the compensation strategy be based on a lump sum plus variable
fee and pass through components with equitable sharing of future savings or revenues.

Governing Principle 9: That unforeseen costs or benefits resulting from legislative changes
entitle either party to initiate negotiations for changes in compensation.

Contract operations are typically three to ten years with gganduration useahainly when the
private sector is required tonake substantial investments and as such, needs to amortize its
investment. Sincéhe WEPDfaclilities donot requireany substantial capital investmestich a
long term isnotrequired. During th€ouncil discussions with a privat@erator inMarch 1995,
it was confirmedhat a thregyear contract duration would be appropriate dow the private
sector to recoveany mobilization or investmerttosts. Accordingly, based oihe experience



gained withthe Biosolids contract operationand the changesacing the municipalsector in the
short to medium term, it is recommended to select a contractual agreement with a five year term.

Consistent with standard RMOC contractual practices, the agreement shouldchkide a
termination clause for no cause with associated compensatiba privatesector for cost.This
would allow the RMOC to maintain its ability to respandckly to changes. The use okanilar
clause inthe agreement for contract operation of Biesolids Facilitiesproved extremely
advantageous to the Ottawa-Carleton community while providing fair compensation to the private
sector through thelemobilization compensation fee. Concern was expressed dbenBeer
Review process with respect to the potentibility of the privatesector tofully amortize
investment if acontract igerminated earlyWhile this couldlikely result in partnerships requiring
significantup-frontinvestment such as ime case of a new developmentmajor upgrades to
antiquatedfacilities, these types of investments wouldt berequired for a partnershigith
WEPD. In addition, the compensation tmrst in arearly terminatiorwould protect theprivate
sector against financial inequity.

The RMOC should also be prepared to assume some ridikgiting the mantenance, repair and
failure risk tothe privatesectorconditional upon compliance witthe acceptednaintenance
commitments proposed by the successful respondent.

Governing Principle10: That contractual provisions include a five year teitma termination
clause for no cause and associated compensation for costs, as well as limits with respect to risks
to the private sector.

Consideringthe value ofthe wastewater infrastructure, thetical nature of theservice and the
significant environmental riskassociated witlpoor performance, a typicaénder process where
cost is thedominant selection criteria woultbt be appropriate itis situation. Accordingly, “a
best value”approach should be used to recognize the importance of criteria suekevast
experience, financial strength and technical proposal.

7. FINANCIAL ISSUES
7.1 Cost Proposal Evaluation

Responsible long-rangeancial planning is @orevalue ofthe RMOC and must bmaintained
whateverdelivery mechanismare used to perform thunicipalservices. To determine whether
the privatesectorcan provide a moreosteffective means of deliverinpe services, therghould
be an evaluationot only of the functions withinWEPD but ofall those in the RMOC that are
also supporting WEPD and vice-versa.

This goal can be achieved eititrough segmentation of thgeneral administrative allocation
assigned tahe Sewer Fund or bgpecifically definingthe costimpact of contractingput the
WEPD functions irthe rest of the CorporatiorReassigninghe general administrative allocation
amongst the other sectors in RMOC doesot accurately reflect the actuabst ofcontracting

out WEPD functions inlight of the fixed nature of certain costthat would continue to be
expended. Accordingly, it is recommended to thigeapproach of crediting the privatector bid
based on thepecificcostimpact resulting from contracting out. These potewttimpacts are
presently being investigated by a numbedepartments across the RMOC. The private sector



proposalswill then be evaluated against an in-house butihgagtwill have been prepared for the
duration of the contract.

Governing Principle 11: That the RMOC general administration allocation policy be
recognized as a policy which is separdtem and not related to the issue whether the
operation of a particular programme is conducted internally or by an external service provider.

Governing Principle 12: That the private sector proposals be evaluated against an in-house
budget covering the term of the contract to determine the most cost effective means of delivering
the services with due consideration to overall organizational changes and cost impact.

7.2 Capital Expenditures

Funding, planningand management of capital expenditwegzresent aignificant element in the
delivery of the WEPD services and programmesFor instance, WEPD ignvolved in the
establishment othe sewerrehabilitation needs and associated constructiomnk, in plant
optimization and upgrades, in management of capital projects such as waitixcpiality short-

term initiatives, biosolids studies and conceptual designhef Ottawacentral storaggunnel.

Since an in-depth knowledge of the operations is required to perform most of these functions, it is
expected that thprivate sector would have aertainlevel of involvement in a cordcted out
situation. Issues with respectfinancingand ownership of capital improvements remain to be
resolved but shouldiefinitely take into consideration thbenefits resulting from innovation
opportunities. Similar decision will be required for capital expenditures whose purpose is to assist
the privatesector to markets services outsid®ttawa-Carleton. lithis case, considerationll

also be given tthe RMOC’sability to resume publioperation or re-issue an RFP at the end of

the contract term as well as the ability to service growth within Ottawa-Carleton.

Another important area of capital expenditures resides thihdefinition of “capital” in an
operating environment. Where$4.0,000equipment replacement withWEPD was ypically
fundedthrough the operating budget, most privegetor wouldconsider as a capital expenditure
the repair and replacement efuipment if it exceed$2,000 and if it extends thide of the
equipment. This basic differenceimportant to be recognizesince capital expenditures are
typically expected to be funded e municipality and as such wouldot be part of the
guaranteed privatesector cost proposal.This issue will be considered in developing the
appropriate risk management limit during the development of the RFP document.

Governing Principle 13: That the RMOC retain the approval and first right of refusal for all
capital investments and that the responsibility for these investments be based on the nature of the
benefits.



8. TWO-STAGE PROCUREMENT PROCESS

While it is possible to initiate a public-private partnership process with the introduction of an RFP,
it is often morecost effective andappropriate to have o stage processncluding both a
Request forQualifications (RFQ) and an RFP. This two stage process was used in the
municipalities ofHalton, Yorkand Halifax. The pre-qualificatiorstep ensurethat thosaetained

have thenecessary competendmancial resources and experience deliver the services. In
addition, short-listing thequalified bidders to amaximum of three respondents prevent
unnecessary expenses of time eggburces from thodess qualified. This will havéhe benefit

of increasinghe odds of success for those retained, therefatengthe decision to invest in the
preparation of a proposal easier for a private company.

Although it is recognized that preparing a proposal is a costly process for the respondents, the use
of the two-stage process demonstrates RMOC’s commitment tominimize costs to those
potentially involved and, as such, proposal preparation costs should not be reimbursed.

Governing Principle 14: That a pre-qualification process be conducted and that a maximum of
three respondents be retained for the Request for Proposal stage.

9. SCHEDULE

The schedule fothe overall processwill be finalized shortly afterCouncil hasapproved the
governing principles. However, based on thaformation available, it is anticipatetthat the
submission, evaluation arfthal negotiations vll take most of 1997, therefomesulting in a
potential contracstart date oflanuaryl998. This schedule is consistent withe typical two
years procuremernime frame required to develop andgotiate a responsive service agreement
in a competitive environment.

CONSULTATION

The public consultation process hast beencarriedout for the establishment ofhe governing
principles since thewre based on the RMOC organizatiomalues and principles and as such,
should not affect the quality of the services delivered to the public.

FINANCIAL IMPLICATIONS

Thebasis of thigeport is to proposprinciples togovern a potential public-private partnership in
WEPD. Some of the comarinciples emphasize responsible long-rafigancial planningand a
sound evaluation process betweka privatesector proposaland an in-house budget. With a
clear objective of selectinipe most coseffectiveapproach, the process should resufjasitive
financial implications for the Ottawa-Carleton community.

Approved by
Nancy B. Schepers, P.Eng.

Annex (2)



10.

ANNEX A

GOVERNING PRINCIPLES

That the public-private partnership model considered beaffermage also known
as contract operations.

That the process for evaluating the public-private partnership be conducted infair
and transparent manner, with a single RMOC point of contact and a strict code of
conduct that prohibits lobbying, conflict, collusion and unauthorized changes to
principal members of a responding team.

That a business unit approach be used in the Requdst Proposal process to cover
all functions that can be adequately defined and measured, including theollection
and treatment of wastewater, the industrial wasteprogramme, the surface water
quality programme, the biosolids useprogramme, analytical services as well as
facilities that are expected to becomthe responsibility of WEPD during the term of
the agreement. Functions such as by-law enforcement and policy development
would continue to be performed by the RMOC.

That servicesand programmes continue to be delivered in accordancaith the
values and principles that govern how the RMOC conducts its business, with the
exception of compliance with RMOC procurement procedures by a private
company.

That the potential liability associated with vested obligations of employees be
recognized as a real cost duringhe evaluation of the costproposals and that an
appropriate amortization period for those costs be investigated.

That all labour relations legislation and collective agreement obligations be
respected throughout this procesand that efforts be made to minimize overall cost
and disruption for the RMOC.

That compliance with all applicable legislation and regulations be ensured through a
due diligence programme which includes reporting activities, contractual obligations
and internal resources to monitor environmental, healthand safety performance
and contractual obligations.

That the compensation strategy be based on a lump sum plus variable fee grags
through components with equitable sharing of future savings and revenues.

That unforeseen costs or benefits resulting from legislative changestitle either
party to initiate negotiations for changes in compensation.

That contractual provisions include a five year term with a termination clause for no
cause and associated compensatior costs, as well as limitsvith respect torisks to
the private sector.



11. That the RMOC general administration allocation policy be recognized as a policy
which is separatefrom and not related to the issue of whether the operation of a
particular programme is conducted internally or by an external service provider.

12. That the privatesector proposals be evaluated against an in-house budget covering
the term of the contract to determine the most cost effective means of delivering the
services with due consideration to overall organizational changes and cost impact.

13. That the RMOC retain the approval and first right of refusal for all capital
investments and that the responsibilityfor these investments be based dhe nature
of the benefits.

14. That a pre-qualification process be conductedand that a maximum of three
respondents be retained for the Request for Proposal stage.



ANNEX B
DISCUSSION PAPERS
1. Privatization Models
2. Types of Agreements
3. WEPD Functions and Services
4. Human Resources Issues
5. Financial Issues
6. Operation and Maintenance of Industrial Process Facilities
7. Request for Proposal Process
8. Municipal Framework
9. Legal Issues - Confidential
10. Legal Opinion on Labour Relations - Confidential

Pleasecontact thePlanningand Environment Committe€o-ordinator toview the discussion
papers.



