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INTRODUCTION

Local 608 of the Canadian Union of Public Employees, on behalf of your employees who provide services to the people of Oliver and District, welcomes this opportunity to speak with you about future plans for the management and construction of water systems in Oliver.

As Mayor and Council you have very important decisions to make with regard to these future plans.  Your citizens expect that you will deliver safe water for all of their uses.  They also expect that you will deliver this water cost effectively and that you will be accountable in the way this water is managed.

In the past you have done just that.  Our water is safe and has been delivered economically.  Your decision making has been accountable.  Your services have been delivered to local residents by local residents.  Your investment in your facilities and their management has stayed here.

Now, however, you are considering change.  You are considering contracting out the management of your water system and the future construction of improvements.  

Your employees who have done this work believe this will lead to higher costs, less service and less money going into our community.  In the end, the Town will still be responsible for the safety of the water.  Protection of your citizens is something that cannot be contracted out.

In the following remarks we will outline why we believe it is more effective to keep this work at home.  We urge you to reject the option of handing over management of water – a key element of life – to a water company headquartered in another province whose first priority is profit, not the people of Oliver.

HISTORY OF WATER MANAGEMENT

Your employees in Local 608 have a long history of providing safe water to the people of Oliver and the surrounding area.  In 1990 the Town of Oliver became owners of the irrigation canal and the entire distribution system.  With the ownership of the system, Oliver took over the employees of the former South Okanagan Lands Irrigation District (SOLID).  The town inherited a crew of four dedicated water operators, some with 25 years experience.  The crew was welcomed to the town and to CUPE Local 608 as valuable employees with the knowledge to operate a complex water system.  Since the town has taken over the rural water system, all operators have been certified under the Environmental Operators Certification Program and have been certified to handle chlorine to disinfect our water.  The town has also encouraged its employees to obtain more training to do their work even more effectively.  

Combining the operations of the town and the former SOLID increased efficiency for the town in water delivery and allowed more effective planning for the future.  The town has made improvements to the irrigation canal recently through a $5 million infrastructure grant that paid for relining 20 per cent of the canal, replacement of high maintenance and risk areas with buried pipes, and a PLC and SCADA feature added to the diversion and other structures that have effectively automated the flow of water.  These improvements have long-term benefits of reduced maintenance and operating costs, system reliability and better water management.  

Within the Town itself, waterworks crews have added new water mains and built new pumping stations.  The Town has invested in modern chlorination equipment, and made other improvements to supply quality domestic water year round.  

CUPE staff, Town planners, supervisors and engineers have worked together effectively to plan and construct the best possible system for our citizens.  

THE FINANCIAL PICTURE – WE CAN DO IT BETTER OURSELVES

The planning and management of our water system has been handled cost effectively.  There are no savings to be squeezed out by handing the work over to an out-of-province company.  In 1998 and 1999 we had significant surpluses from our water operations.  These funds were transferred to our water capital reserve fund for future use in developing our systems.

	
	1999
	1998

	Transfer to Water Capital Reserve Fund
	$225,227
	$206,418


Source: Town of Oliver Water Fund Statement of Operating Fund Revenue and Expenditures

While our figures for the year 2000 have not yet been audited, we anticipate that even more funds will be available for transfer to Water Capital this year – something in the order of $380,000.

One of the reasons Oliver has been able to generate these surpluses is that we have saved money by doing the work ourselves rather than contracting it out.  For example, in 1999 we solicited bids for water well tests.  The bid received came to over $9,000.  The job was done in-house instead at a saving of nearly $4,000.

It is also necessary to point out that even where contractors have done work, EPCOR has not been the lowest bidder.  Last December EPCOR submitted a bid to supply and install stainless steel tapping sleeve and AWWA valve and to perform a hot tap on 16” Class 100 AC Pipe.  The bid for this work from EPCOR was $2,750.  The quote from our regular supplier, Western Water was roughly $1,500 – a saving of nearly 50 per cent.

THE HIGHER COST OF DOING BUSINESS WITH A PRIVATE COMPANY

There is at least one critical reason why we can deliver capital projects more cheaply ourselves than if we ask a private company, like EPCOR, to finance and develop the project for us.  The Town of Oliver can borrow money more cheaply than the private sector.  

In the past we have been able to make many of these smaller capital improvements locally using surpluses from the operating fund.  The last major expenditure was the $5 million spent on the canal system.  This was funded through the national infrastructure program with only one third of the cost being carried by the community.  

In the future we face substantial costs fro certain programs such as separating the domestic distribution system to service the rural areas to ensure high quality water.  This is likely to cost $4 million regardless of how it is done.  

If we borrow the money ourselves to build this project, we can borrow through the Municipal Financing Authority (MFA).  With the pooled borrowing power of the MFA, Oliver can borrow money for capital projects between 1.0 and 1.5 per cent less expensively than it would cost a private company.  This is a premium our taxpayers would pay to a private company to have them build and operate a needed water facility over and above what we would pay to either do the work ourselves or simply pay a contractor to build the facility for us.

EPCOR – THE MONEY FLOWS STRAIGHT OUT OF TOWN

A profit made by private companies like EPCOR is money that is lost to our community.  In March 2000 EPCOR issued a press release on its profits for the year.  It said,

“EPCOR announced revenues from consolidated energy, water and commercial sales for 1999 increased by $21.4 million over 1998.  For the 12 months ending December 31, 1999, revenue earnings were just over $1.0 billion…A 1999 dividend of $70.5 million was paid to EPCOR’s sole shareholder, the City of Edmonton.”

People of Oliver need to ask themselves who should get the dividend from our water services – the people of Oliver, or the people of Edmonton?

While the Town will lose money paid to EPCOR’s management fees, there will be other losses, both in finances and in services.  The Town will lay off people and their wages, which previously went directly to local businesses, will go elsewhere.  We currently employee someone who, as part of their job, deals with calls relating to water.  EPCOR will have a 1-800 number.  We all have experience with 1-800 numbers.  The people of Oliver deserve better service.

We currently have people employed to work in Oliver who live there and spend their salaries.  EPCOR will send someone into town for a week at a time.

FLEXIBILITY – A WORKFORCE THAT CAN MEET 

OLIVER’S BROADER NEEDS

The people delivering water services to Oliver and district are currently employees of the Town of Oliver.  That means they can be and are available for other needed work in the community.  When the situation has required it, water workers have done work on roads and sidewalks, snow removal, parks and cemeteries.  One particularly important aspect of this work has been at the recreation center.  Water workers are trained in the use of chlorine and this skill has frequently been useful in treating the pool facility.  While a certified person is now working in the Rec. Centre, back up resources are available in the event of holidays or absence.

If Oliver’s water workers become employees of EPCOR, these services will not be available.  EPCOR is a private company that will be hired to deliver one service.  Its priority is profits, not the needs of the community.

WHO CARRIES THE RISKS?

What happened in Walkerton, Ontario, is a dreadful example of what can go wrong with a water system.  It has made municipalities all over Canada sit up and take notice.  That is a good thing.  In some cases, however, these municipalities are looking to public/private partnerships (P3’s) to try to avoid the responsibility for their water.  

Municipalities cannot, and should not avoid this responsibility.  In the first place, there is some doubt this responsibility can be legally avoided in any event.  For example, in a Supreme Court of Canada case (Lewis v. BC), the BC Ministry of Transportation and Highways argued that it was not responsible for a rock that had fallen on a highway because it had discharged its duty by hiring an independent contractor.  In the end, based on provincial statutes and the reasonable expectation of highway users, the Court ruled that the Crown’s duty of care could not be delegated.

Secondly, if the municipality attempts to contract out this risk, they are going to pay a very heavy price.  

The Ministry of Municipal Affairs PPP guide notes:

The degree of risk to be transferred to the private partner will determine the extent of the return or reward required by the private partner. The more risk, the higher the expected return.  The private sector will not be interested in opportunities in which the local government is unable or unwilling to offer rewards that are commensurate with the risks the private sector may be required to accept.  Proposals for public private partnerships that do not balance risks and rewards between the prospective partners have limited prospects for proceeding.  The issue of balance to the private sector is based on market conditions and other opportunities for investment.

In other words, the public pays a premium price for any risk the private sector decides it wants to absorb.  Who then is really carrying the risk?

In practice the risk to the private sector is limited.  The public sector increasingly bears the risks of PPP projects.  The ultimate risk is that if a project collapses, it will remain the responsibility of the public sector.  Most services provided under PPP’s are effectively public monopolies, so the risks stay in the public sector.  If the service fails, or is of poor quality, the Town will be forced to step in regardless of what the contract says.

Finally, and most important, municipalities should not even try to avoid this responsibility.  This is a role for government.  It is too important to our citizens to be left to the marketplace.

ACCOUNTABILITY – WHO ANSWERS TO THE CITIZENS?

For the people of Oliver, contracting out management of our water is an inherently risky process.  One of the greatest risks is a loss of accountability and transparency.

Once again, the provincial government has acknowledged this in its PPP Guide, which says,

Public private partnerships that involve significant investments and risks by the private partners often provide for greater involvement of the private party in decisions concerning how services are delivered and priced.  This often leads to concerns about who controls the delivery of services.

and

Certain local governments are more sensitive than others in terms of public demand for accountability and responsiveness.  With public private partnerships, the lines of accountability for the provision of services are less clear to the public than under conventional service delivery.  This may result in public criticism of the partnership arrangement and the private partner, or require increased involvement of the local government in ensuring compliance and responding to public demands.

This lack of accountability is, perhaps, the most disturbing element about public private partnerships.  Private companies are not required to be transparent about their financial situation.

Once a private corporation takes hold of a long-term P3 contract, that service contract can become an obstacle to addressing problems such as inferior work, damage to property or accessibility.  Unexpected problems are dragged out as a municipality and the corporation negotiate over who is responsible.  In some cases, the process completely shuts down.  Canadians witnessed this first hand last summer when a contract dispute with the private-sector forced the Canadian military to take over a ship loaded with military hardware.

There is also the question of availability of basic information to the public.  The BC Municipal Affairs PPP guide says,

Electors must be given sufficient information to make an informed decision when voting or petitioning on the content of a partnering agreement, prior to the vote or during the counter petition period.  Section 177 of the Municipal Act requires the disclosure of the agreement and records relating to the agreement to the extent that these documents would be available under the Freedom of Information and Protection of Privacy Act.

This caveat – “to the extent that these documents would be available under the Freedom of Information and Protection of Privacy Act” – opens up an enormous loophole that will keep information out of the hands of the public.  

How has EPCOR dealt with public information?

When the town of Canmore, Alberta, was looking at a contracting out management of its water, the CUPE Local found it was unable to get information from the town.  In its brief to the town the Local said, “We remain concerned that the proposal or EPCOR/Allied is still deemed to be proprietary information and is not open to the public.  A number of cost saving claims have been made, but we remain in the dark having no opportunity to examine this proposal.”

LOSS OF COMMUNITY CONTROL

With any public private partnership, a community is giving up some control over community resources.  Questions must be asked about where that control is going to lie.  In the case of EPCOR, the sole shareholder is the City of Edmonton.  At least for the time being, if EPCOR was chosen as a partner, part of the control over the water of Oliver would be going to Alberta.  However, there has already been a major political battle in Alberta over whether or not EPCOR should be privatized.  For now, the City of Edmonton has decided to retain ownership of the utility.  Such battles will be fought again in the future and there is no guarantee that EPCOR will not be sold to the private sector.  If this happens, the people of Oliver will have no control and no say.

Recently, Edmonton Council delegated more power to EPCOR, “but the meetings to amend the shareholder’s agreement were neither advertised nor publicly accessible.  Edmonton residents had no prior opportunity to formally express their opinions, and subsequently were not formally notified of the decision.  How, then, could the public influence their elected councilors or hold them accountable.”

If the people of Edmonton have no control over EPCOR, how much less will the people of Oliver have?

A further issue of control lies in the ability of Oliver to amend a contract.  In the future, British Columbia municipalities are likely to find themselves subject to performance standards that are more rigorous than those in force when PPP contracts are signed, or completely new types of indicators.  Local health authorities are increasingly involved, particularly following the Walkerton disaster in Ontario.  Even BC’s Auditor General has issued a report on the quality and safety of our water resources.   It is far from clear how contractors like EPCOR can be obliged to meet targets that have not yet been set.  There is therefore a risk that Oliver could find itself in breach of statutory duty as a result of a contract for the long-term management of our water system. 

OTHER JURISDICTIONS – CONTRACTING OUT HASN’T WORKED

Despite claims from the private sector sales people who visit our towns and cities, Public Private Partnerships have not been the unqualified success that they claim.  Most recently, the province of Nova Scotia put an end to its entire program of PPPs for the construction of schools.  

Last June Nova Scotia’s Conservative government scrapped the PPP program for new school construction, citing additional costs as the primary reason.  The 33 schools built under the P3 arrangement cost taxpayers $32 million more than the original estimate of $350 million.  The government attributed the extra costs to lax building standards, lack of accountability, last minute design changes and unmanaged site development costs.  With that extra $32 million, the province stated it could have built three additional schools.  

Finance Minister Neil LeBlanc said, “the PPP school program was an expensive experiment that cost Nova Scotians dearly.”  In short, the province views P3 school construction as an all-out failure.

Hamilton, Ontario, is community that ran into troubles when it contracted out the management of its sewage system.  

In the conclusion to the 1995 performance review, which examined the relationship between Hamilton and their private sewage partner, Philips Utility Management Corporation (PUMC), the Contract Coordinator states:

In general, the performance of PUMC during its first year of contract operations has been significantly below expectations.  The relationship has been consistently confrontational, difficult, tense and frustrating.  In our Opinion, PUMC’s focus on this contract has changed from a cooperative spirit of business development and economic development to one of profitability only.  We recognize that there have been a number of personnel changes within the PUMV organization; however, there still must be the acceptance of the fact that the facility is publicly owned and with that form of ownership comes a unique responsibility towards sensitive management.
 (Emphasis added)

CONCLUSION

We cannot permit profit to become the motivating force for the delivery if our drinking water.  Too much is at stake.  We cannot afford a failure in our water system that compares to that faced by Hamilton with their sewage treatment or by Nova Scotia with its school construction program.  

Abandonment of management and control of our water system to the private sector through a long-term contract is abandonment of one of Oliver’s key responsibilities.  

We have a team in Oliver.  The team is made up of our elected officials, our local managers, your town water crews and the engineering contractors with whom we have a long history.  It is a winning team.  It is a team that has delivered safe water cost effectively.  We have the experience to do even better in the future.  Why break up a winning team when the only one that benefits is an Alberta company with no interest in the people of Oliver?
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