Agenda - Executive Policy Committee - November 12, 2008
REPORTS
Item No. 6

Alternate Service Model – City of Winnipeg Utility Corporation
File GL-5.6.1

WINNIPEG PUBLIC SERVICE RECOMMENDATION:
1.

That Council approve the concept of a City owned Municipal Corporate Utility as a new
arm’s length business model to operate city owned utilities, and the Public Service be
directed to conduct a due diligence process and identify legislative authorities required to
establish and operate the Municipal Corporate Utility and report back to Council for a
decision.

2.

That the Public Service be authorized to begin the procurement of a Strategic Partner that
could bring private sector experience to the design, construction, finance and potentially
the operation of the North and South End Water Pollution Control Centers as well as
potential operation of the West End Water Pollution Control Center and that the Chief
Administrative Officer be authorized to approve and issue the Request for Expressions of
Interest followed by a Request for Qualifications and the Request for Proposals.

3.

That Council request the Province of Manitoba make the necessary legislative changes to
ensure that future water and sewer rates proposed by the Municipal Corporate Utility be
reviewed and approved by the Public Utilities Board.

4.

That the following new 2009 capital projects be approved:
•
•

5.

Municipal Corporate Utility Business Plan in the amount of $1,250,000 ($625,000
in the Waterworks Fund and $625,000 in the Sewage Disposal Fund).
Strategic Partner Development, in the amount of $3,000,000 (Sewage Disposal
Fund).

That the Proper Officers of the City be authorized to do all things necessary to implement
the intent of the foregoing.
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RECOMMENDATIONS:
1. That Council approve the concept of a City owned Municipal Corporate Utility as a
new arm’s length business model to operate city owned utilities, and the Public
Service be directed to conduct a due diligence process and identify legislative
authorities required to establish and operate the Municipal Corporate Utility and
report back to Council for a decision.
2. That the Public Service be authorized to begin the procurement of a Strategic
Partner that could bring private sector experience to the design, construction,
finance and potentially the operation of the North and South End Water Pollution
Control Centers as well as potential operation of the West End Water Pollution
Control Center and that the Chief Administrative Officer be authorized to approve
and issue the Request for Expressions of Interest followed by a Request for
Qualifications and the Request for Proposals.
3. That Council request the Province of Manitoba make the necessary legislative
changes to ensure that future water and sewer rates proposed by the Municipal
Corporate Utility be reviewed and approved by the Public Utilities Board.
4. That the following new 2009 capital projects be approved:
• Municipal Corporate Utility Business Plan in the amount of $1,250,000
($625,000 in the Waterworks Fund and $625,000 in the Sewage Disposal
Fund).
• Strategic Partner Development, in the amount of $3,000,000 (Sewage
Disposal Fund).
5. That the Proper Officers of the City be authorized to do all things necessary to
implement the intent of the foregoing.
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Report Summary
Key Issues:
Why a Utility Corporation
The City of Winnipeg engaged Deloitte & Touche LLP (“Deloitte”) through RFP 2222007 to investigate the concept of creating a Utility Corporation (“Corporation”) to
provide utility type services.
The benefits of a Utility Corporation Model include:
• maintain and enhance water and waste services to protect public health
and environmental stewardship while increasing fiscal accountability to
ratepayers;
• ensuring on-time and on-budget delivery of capital construction projects
for wastewater treatment;
• enhancing certainty of process with development of business contracts to
provide for the many upgrades of our wastewater treatment systems;
• ensuring financial sustainability of the utility services;
• create an arm’s length relationship for the Water and Waste Department
(“WWD”) with the City with appropriate authority and control over its
assets, rates and plans accessing new federal grant programs while
preserving access to traditional grant programs;
• improving ability to attract and retain specialized utility, professional and
technical staff;
• serving other municipalities with utility services through businesslike
arrangements that protect the City and ratepayers from undue risk; and
• providing other utility related lines of business that fill market demand such
as green energy including the geothermal energy, landfill gas and biogas
from the City’s wastewater treatment facilities.
Deloitte’s proof of concept report (attached hereto in Appendix “A”) identifies that a
Municipal Corporate Utility, using a private sector approach to governance while
retaining full City ownership, is the most capable business model to achieve the above
noted benefits.
The Corporate Utility Model also contemplates the involvement of the private sector as
a Strategic Partner to bring innovation and risk management skills to the South End
Water Pollution Control Centre (“SEWPCC”) and the North End Water Pollution Control
Centre (“NEWPCC”) upgrade projects as well as bringing their experience to the design,
construction and potentially the operations of all the wastewater treatment facilities.
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The facilities may be operated directly by the Strategic Partner or the Corporation or
combination of both as determined by the Board of Directors based upon a competitive
process.
Deloitte recommended the following:
• The WWD should be restructured to form a Municipal Corporation owned
by the City of Winnipeg.
• A Project Team including appropriate City staff and external legal and
business advisors be established to guide the development of a business
plan for the Corporation and support the procurement of the Strategic
Partner.
• An Advisory Panel comprised of potential future board members of the
Corporation be established to guide the work of the Project Team.
• The strategic partner procurement process should begin immediately so
that the December 2012 SEWPCC deadline can be met. This would
require that the City initiate the strategic partner procurement process,
with the ultimate decision on the Strategic Partner being made by the
Board of Directors of the Corporation.
• Creation of the Utility Corporation upon receipt of a satisfactory business
plan.
The Public Service recommends that the CAO be delegated the authority to carry out
the necessary due diligence including producing a detailed business plan for the
implementation of the Utility Corporation Mode. In addition, it is recommended that the
procurement of a Strategic Partner be conducted in tandem with the generation of the
detailed business plan. The procurement of a Strategic Partner would be reconsidered
if the business plan was unfavorable. It should be noted however, that if the Utility
Corporation is not created then the Strategic Partner concept could still be utilized
directly by the City through the existing Water and Waste Department model.
The Strategic Partner will be responsible for the design, construction and financing of
the upgrades of the SEWPCC and NEWPCC to meet Province of Manitoba
requirements and, potentially, the operation and maintenance of all wastewater
treatment plants (SEWPCC, NEWPCC, WEWPCC) and outfalls including management
of bio-solids produced by the plants.
The Strategic Partner will be identified through a competitive process based on their
skills and expertise in capital project management and wastewater operations, access
to capital; and cost of service (rate bid by Strategic Partner for wastewater treatment).
As part of this process the City will investigate a number of strategic partnership forms
including, where possible, models through which City staff, under the new Utility
Corporation, would continue with the operation of the treatment plants in a truly
competitive manner.
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The $4,250,000 budget amount for developing a business plan for Utility Corporation
and to also for financing the strategic partner procurement process is an investment that
will deliver future benefits.
The establishment of a Utility Corporation for service delivery will be used to drive
efficiency improvements that will have a positive effect on community sustainability and
will provide cost savings to allow the city to recoup the initial $4,250,000 investment.
Similarly, the procurement of a strategic partner will benefit the City in terms of cost
certainty relating to the capital investment required to expand and upgrade the existing
wastewater treatment plants and also provide cost savings relative to the total cost of
ownership during the partnership term.
Implications of the Recommendation(s):
General Implications
()
None
(X)

For the organization overall and/or for other departments

()

For the community and/or organizations external to the City

()

Involves a multi-year contract
Comment(s): The establishment of a Utility Corporation would affect City
staff currently engaged in water and waste operation. Also, the use of a
Strategic Partner for the provision of the Wastewater Treatment Plant
upgrades and potentially, the subsequent operations is significant change
to the current mode of operation.

Policy Implications
()
No
(X)

Yes
Comment(s): The Utility Corporation departs from the traditional method
of relevant service delivery historically used by the City of Winnipeg.

Regulatory Implications
()
None
()

Eliminates or reduces regulatory impact

(X)

Proposes regulatory impact
5

Comment(s): The City will request the Province enact PUB regulation of
water and wastewater rates proposed by the Utility.
Environmental Implications
No
()
( X)

Yes
Comment(s):
Increasingly stringent wastewater effluent standards and more vigilant
enforcement in the future will be met or exceeded through a rigorous
system of monitoring and accountability provision of management
contracts.

Human Resources Implications
()
No
(X)

Yes
Comment(s): The new Utility Corporation will become the employer of
staff currently employed in the Water and Waste Department.

Financial Implications
Within approved current and/or capital budget
()
(X)

Current and/or capital budget adjustment required
Comment(s): Cost will be incurred for the preparation of the Utility
Corporation business plan and the procurement of the Strategic Partner.

REASON FOR THE REPORT:
A new business model to deliver existing services is sought to enhance both quality of
service as well as increase accountability to taxpayers.
New and innovative services for citizens such as municipal green energy are also goals
in this effort to make Winnipeg a leader in innovation and quality service delivery.
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HISTORY:
The City of Winnipeg engaged Deloitte & Touche LLP (Deloitte) through RFP 222-2007
to review several projects identified in the City’s 2008 Capital Budget for their suitability
for delivery using the various P3 models. The South End Water Pollution Control
Centre (SEWPCC) Upgrade and Expansion project was one of the projects reviewed.
Deloitte recommended that the project be delivered using a Design Build Finance
Operate (DBFO) model. This prompted further discussion on the wastewater treatment
system as a whole and the way that water and waste services are provided currently.
Deloitte was then instructed to investigate the concept of utilizing a Utility Corporation to
provide utility services to the citizens of Winnipeg. A number of meetings and
consultation with key stakeholders has taken place culminating in a proof of concept
report which is discussed further in this report.
DISCUSSION:
The following discussion covers the concept of utilizing a Municipal Corporate Utility
business model for the delivery of water and waste services.
Corporate Utility Model
A high level analysis of the current governance structure of the WWD was carried out
and compared against a municipal corporate governance model to determine if the
latter would provide opportunity to meet the City’s long term objectives.
Current Delivery Model
The WWD reports administratively to the Chief Administration Officer (CAO) and
politically to the Standing Policy Committee on Infrastructure Renewal and Public
Works.
Delivery Model Assessment
Several delivery models were analyzed and assessed against how each could address
the challenges and take advantage of the opportunities. The models experienced
include:
♦ Municipal Utility (current model).
♦ Municipal plus P3 (current model with P3 (DBFO) delivery of the upgrades to
SEWPCC and NEWPCC).
♦ Municipal Corporate Utility (Corporation with City as sole shareholder with the
Corporation governed by an independent Board of Directors).
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♦ Municipal Corporate Utility plus Strategic Partner (as above with a single private
sector partner responsible for wastewater treatment).
This assessment identified the Municipal Corporate Utility plus Strategic Partner as
being worth consideration and to take forward for consultation with the key
stakeholders.
Stakeholder Consultation
A series of discussions have been held with the key stakeholders. The stakeholders
include Water and Waste Department, Legal Services Division of the City, Manitoba
Public Utilities Board, Province of Manitoba, WAPSO and CUPE.
Market Participants
The recent analysis for the SEWPCC Upgraded and Expansion project is still valid
and relevant to the strategic partnership concept. In addition, recent market soundings
with major participants in water and wastewater construction and operations market all
expressed interest in the role of strategic partner. The size of the capital program is
sufficient to generate interest and the project timeline required to meet licensing
requirements is acceptable.
Recommended Utility Partnership
The model proposed is shown in Figure 1. The Municipal Corporation would have a
separate Board of Directors that are appointed by City Council. The City will be the sole
shareholder of the Corporation.
Water services would be provided directly by the City owned Corporation. Wastewater
services would be provided by the Corporation and/or a Strategic Partner engaged in a
long term contract with the Corporation. Other lines of utility like business will be
considered such as the commercial and residential use of geothermal energy, capture
and utilization of land and biogas for heating and or power generation would be added
as the corporation matures. These will contribute to the City and Provincial efforts to
reduce greenhouse gas emissions.
Other lines of utility like business can evolve in the future which the utility would be well
placed to deliver to the benefit of the City residents.
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Figure 1
Next Steps
A two prong approach is recommended to develop a business plan and procure a
Strategic Partner both to be done concurrently.
Develop a clear business plan covering in detail:
♦ Governance
♦ Legal Issues
• Assignment / Transfer of Assets
• Shareholder Agreement
• By-laws
• Incorporation Documents
♦ Service Agreement
♦ Organizational Design
♦ Human Resources
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♦ Financial
• Access to Capital
• Access to Grants
• Tax Implications
• Accounting Implications
♦ Technical & Engineering
♦ Assignment or Transfer of Assets
Procure Strategic Partner:
♦ Define Scope
♦ Issue Request for Expressions of Interest
♦ Issue RFQ
♦ Issue RFP
This process will take between 12 and 18 months and needs to start as soon as
possible.
Recommendations for Corporate Utility and Strategic Partner
It is recommended that the Winnipeg Public Service proceed towards the creation of a
Utility Corporation initially to provide the water and waste services within the City of
Winnipeg. Once established, the Utility Corporation will look to establish other business
lines, strategically aligned with Corporate objectives. A detailed business plan is
required; accordingly $1.25 million is being requested to be added to the 2009 Capital
Budget.
It is also recommended that the Winnipeg Public Service utilize a Strategic Partner for
the upgrade of the wastewater infrastructure if supported by the business plan.
Accordingly, $3.0 million is requested to be added to the 2009 Capital Budget.
For budgeting purposes, the projects would be split as follows:
• Sewage Disposal Fund - $3,625,000, being one-half of the estimated cost to
develop the business plan and 100% of the cost associated with procuring a
Strategic Partner
• Waterworks Fund - $625,000, being one-half of the estimated cost to develop the
detailed business plan
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Financial Impact Statement:
Project Name: Alternative Service Models - City of Winnipeg Utility
Corporation
Date: October 1, 2008
First Year of Program

2009

2010

2011

2009

2012

2013

Capital
Capital Expenditures Required
Less: Existing Budgeted Costs
Additional Capital Budget Required

$

-

$

$

4,250,000 $
4,250,000 $

Debt - Internal
Debt - External
Grants (Enter Description Here)
Reserves, Equity, Surplus
Other - Enter Description Here
Total Funding

-

$

$

$
4,250,000
4,250,000 $

Total Additional Capital Budget
Required

$

4,250,000

Total Additional Debt Required

$

-

$

-

$

-

$

-

$

$

-

$

-

$

$

-

Funding Sources:

$

$

$

-

Current Expenditures/Revenues
Direct Costs
Less: Incremental Revenue/Recovery
Net Cost/(Benefit)
Less: Existing Budget Amounts
Net Budget Adjustment Required

$
$

$
$

-

$
$

-

$
$

-

$
$

-

Additional Comments: No Capital Budget has been established for this project. This capital project will
be funded by water utility retained earnings in the amount of $625,000 and sewer utility retained earnings
in the amount of $3,625,000.

Original Signed by
Moira L. Geer, CA
Water + Waste Department
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IN PREPARING THIS REPORT THERE WAS:
Internal Consultation With and Concurrence by:
Corporate Finance Department
Water & Waste Department
Legal Services Department
Public Works Department
Planning Property & Development
External Consultation With:
Deloitte and Touche LLP.
THIS REPORT SUBMITTED BY:
Department Corporate Finance
Prepared by: Henry S. Hunter P.Eng., Moira Geer, CA, Bryan R. Gray, LL.B.
File No.

Deloitte Proof of
Concept Oct 15.pdf
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