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Committee of Supply
[Mr. Cao in the chair]

The Chair: I would like to call the Committee of Supply to order.

Main Estimates 2008-09
Infrastructure

The Chair: The hon. Minister of Infrastructure has the floor now.

Mr. Hayden: Thank you, Mr. Chairman. First of all, I’d like to
introduce my officials who are on the floor with me tonight. To my
left Barry Day is my deputy minister; Winnie Yiu-Young, next to
me, is our senior financial officer; and Angela Paterson is our
director of financial planning. Also, seated in the gallery we have
Bob Smith, assistant deputy minister of properties; Alan Humphries,
acting assistant deputy minister, capital projects; Alec Waters, acting
assistant deputy minister, policy and corporate services; Stuart
Elson, my acting communications director; and Dan Hanson, my
executive assistant.

Mr. Chairman, one of the Premier’s priorities is to provide the
roads, schools, hospitals, and other public infrastructure to meet the
growing economy and population. Working with the President of
the Treasury Board and other ministries to address this priority is the
way we are going forward. The Premier gave me specific mandate
instructions to increase the efficiencies of health and education
infrastructure, design, and construction. To meet my responsibili-
ties, I will ensure that our projects are taken forward with those with
the highest need being approved first, that our infrastructure projects
are completed in a timely, cost-effective, and efficient manner, and
that existing public facilities are safe, well maintained, and in good
working order.

The Premier’s priority and my focus are reflected in the Infra-
structure budget. Last year the combined departments of Infrastruc-
ture and Transportation received record levels of funding. Alberta
spends more per capita on capital construction than any other
jurisdiction in Canada. Mr. Chair, we’ve made significant progress
with these funds, and we have a great deal to be proud of.

The Calgary Court Centre, phase 1. We have a $300 million
project that opened this past year. There are 600 people that work
at this centre, and we have 73 courtrooms. It is one of the most
advanced court facilities in North America, and I’'m very proud to
say that it is being built and was built to the LEED silver standard in
design.

We are committed to upgrading 90 of our largest government
buildings, and we’re bringing those to the go-green standard over the
next three years. Thirty-three buildings so far have been certified,
and the government now is in a position that we can say that we use
90 per cent green power. These innovations have saved us some-
where in the neighbourhood of in excess of 200,000 tonnes of
greenhouse gas emissions per year in our government buildings.
The new facilities are all built to the LEED silver standard, and we
are now as a department investigating the feasibility of going the
next step, to the gold standard.

We’ve been working with our education partners to complete
designs for a variety of elementary school sizes, plus the K to 9
schools, and we’re doing this with a view towards improving the
efficiency and flexibility of the school design and construction

process. Education has asked us to work on core designs for middle
schools also.

The ministry has $1.4 billion in budgeted estimates for 2008-2009.
That represents a $386 million increase, or 37 per cent, over the
2007-2008 forecast. Thirty per cent of our budget consists of
noncash items and, of course, the funding for the natural gas rebate.

In the category of expense for equipment/inventory purchases:
$648 million, a $106 million increase, or 19.6 per cent, from 2007-
08. Of course, the natural gas rebate is not included. The natural
gas rebate: $325.3 million. In our budget it shows down 4 per cent,
$14 million from the previous year. That’s based on our forecast of
rebate amounts; natural gas rebates are funded from the sustainabil-
ity fund.

Capital investment of $459.9 million is a $293.4 million increase,
or 176 per cent. Of course, this number reflects our large investment
in construction projects.

On our program expense breakdown I’ll go into a little more
detail. It’s important to note that Infrastructure is responsible for
1,800 government-owned buildings, 460 leases. The total expense
program is increasing to $966.7 million in 2008-09. The natural gas
rebate is included in that figure. It is up from the forecast level of
$873 million for 2007-08. Significant portions of the increase, of
course, relate to higher operating costs: $26.5 million to address
market rate increases on lease renewals and new lease requirements,
$7 million to address inflationary increases in contract services for
operating our facilities. That’s in categories such as caretaking,
snow removal, and security maintenance and such.

Noncash items are also reflected in our operating expenses, a
$20.4 million increase for the amortization of capital assets.
Increased investment in facilities like the Calgary Courts Centre
make up a large part of this number. A $14 million increase in
nominal sum disposals. As a government we must of course report
an expense when assets are transferred to third parties for a nominal
sum. Bow Valley College, as an example, gets the old provincial
court building land in Calgary. The University of Alberta got two
parcels of land in Kinsella for a research farm.

The capital plan breakdown. We’re making a significant invest-
ment in capital. The province’s 2008-11 capital plan allocates $22.2
billion. Alberta Infrastructure’s share of the three-year capital plan:
$1.3 billion. Alberta Infrastructure’s major capital projects budgeted
for *08-09: $459.9 million, a $293.4 million net increase. That
reflects a significant number of projects, Mr. Chair.

The Alberta Remand Centre, of course, a 2,000-bed facility that
will be completed in 2011, a component of our safe communities
strategy: $166.5 million budgeted this year for the first phase of
construction. The foundation work has already started. The total
project cost is $623 million. The Calgary Courts Centre, phase 2,
includes restoring the Court of Appeal building and demolishing the
Court of Queen’s Bench building and building an underground
parkade, and we have $46.5 million budgeted this year. The total
project cost is $54 million. The estimated completion date is late
2010. The Crop Diversification Centre in Brooks: almost $10
million for the construction of a new production research green-
house.

The capital budget also includes $142.7 million for the Royal
Alberta Museum. We obviously remain committed to the project,
and we are planning now and looking at studies to assess the options
that we have. Of course, it’1l be a final decision of cabinet where we
go, but it’s approximately a $200 million project.

To wrap up, Infrastructure is key in meeting government’s
priorities and addressing Alberta’s exceptional growth. Infrastruc-
ture supports other ministries with capital construction and facility
solutions as they manage growth pressures to help create a strong
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and vibrant community out there and to reduce crime so that
Albertans feel safe.

If there are any questions, I’d be happy to take them now. Thank
you.

The Chair: 1 would like to recognize the hon. Member for
Edmonton-Gold Bar.

Mr. MacDonald: Thank you, Mr. Chairman. [ appreciate the
opening remarks of the hon. minister regarding the budget estimates
for Infrastructure this evening. Certainly, there’s lots of spending
going on in this department. I am worried about the sustainability
in capital spending, as are taxpayers and various groups in the
province. Also, I’'m quite concerned about the steady but significant
increases in the reliance on P3s. The hon. minister certainly
broached the subject, but I suspect that in the next couple of hours
it will be discussed in considerable more detail.

7:40

Now, in this budget estimate I have had a good look, and I'm
disappointed in the lack of information on the provincial infrastruc-
ture deficit. The hon. minister is talking — and he’s right — in his
remarks about the increase in capital spending in this province
whenever you compare it to other jurisdictions, but there is a reason
for that. We have in the past paid down the Conservative debt, but
we have ignored our infrastructure, and we have a considerable debt.

Ms Blakeman: Does that create an infrastructure deficit?

Mr. MacDonald: That did indeed create an infrastructure deficit,
which we’re paying the price to catch up.

With the capital plan, Mr. Chairman, and for the hon. minister:
goal 1 of the ministry’s business plans, page 181, is for safe,
innovative, and cost-effective health and education infrastructure for
Albertans. It is in the minister’s mandate to provide the roads,
schools, hospitals, and other public infrastructure to meet the needs
of'a growing economy and population, and this, I know, is directly
from the minister’s mandate letter. We often see school boards and
health regions bringing forward their capital plans, but the govern-
ment doesn’t go by the same ordering in construction. Why is that,
and who makes which project a priority?

Thank you.

The Chair: The hon. minister.

Mr. Hayden: Thank you, Mr. Chairman. In fact, the program
ministries bring forward the list of projects and the priorities before
us, but our ministry also plays a very active role in looking at the
conditions of buildings in all program areas as well as government
buildings to assist in the determination of which projects are of the
greatest need. We list them out and rate them in three different
categories, and we actually use that a great deal as our guide towards
the ones thatrequire, I will say, modernization and replacement first.

The other huge pressure, of course, that we face is that we build
approximately a new Red Deer every year, and the infrastructure
needs for that population quite often display themselves in the new
areas of residential development. In the case of hospitals and
schools, obviously, that’s a great pressure, but our role and what we
attempt to do is to take those projects, as they’re listed priority-wise,
of the greatest need and complete those first. We will run into
situations through the guidance that we receive from regional health
authorities or regional school boards where a facility may have
found itself in a position of great need but the future plan is for a

replacement of that facility or a relocation in the case of possible
closures where boards are considering that, so that’s something else
that might change our decision on how we go forward.

The Chair: The hon. member.

Mr. MacDonald: Thank you, Mr. Chairman. Last year we were
told that the budget 2007-08 and capital plan *07 through to year
2010 were going to be the last of the big Conservative budgets, but
here we have another year tacked on to the end of that, and many
taxpayers are asking: when is this going to slow down? Does the
hon. minister think that this kind of spending is sustainable, and if
not, what does he think is the sustainable level?
Thank you.

The Chair: The hon. minister.

Mr. Hayden: Thank you, Mr. Chair. Out to 2011 — and these are
combined Infrastructure budgets with Transportation, and I can
break them out if the member wishes — we have a commitment of
$22.2 billion over the next three years for Infrastructure. As I say,
Transportation is in there, and I can break it out. What we are doing
is we are moving to catch up and, obviously, keep up. There is no
question that there has been deferred maintenance, and it requires a
substantial investment to ensure a safe environment for the people
who use the buildings that provide our services. That, of course, is
government buildings, education facilities, as well as health care
facilities. The numbers that we have in our budget are based on the
need that we see there. I feel that after this three-year period, of
course, we will re-evaluate where we are, but I think that our
commitment is going to see our buildings in far better shape.

I think that it’s also important to note that the building that we’re
doing now, in fact, is doing more than taking greenhouse gases out
of the air. It’s showing a substantial savings with our new LEED
silver design and the energy efficient changes that we’re making in
our buildings. Just as an example, our new buildings are operating
at approximately 40 to 45 per cent less energy consumption along
with healthier air and more natural light and a number of excellent
benefits. Down the road I think that the investment that we’re
making now in improved design and higher standards than you
normally find out there in the marketplace will pay benefits and
dividends and will continue to do so into the future.

The Chair: The hon. member.

Mr. MacDonald: Thank you very much, Mr. Chairman. Now, my
next question is centred around page 107 of the capital plan. It’s the
provision for cost escalation on approved projects. For the 2008-11
capital plan there is included $803 million to address cost escalations
on approved capital projects. I don’t mean to be disrespectful, but
I don’t think this is a sound practice. I’'m an old construction hand,
an old gas plant hand, and for anybody to telegraph that there is an
additional $803 million available for cost overruns or price in-
creases, | don’t think, again, it’s a very sound practice.

I know that last year it was not included in the capital plan. Your
approach this year differs from Budget 2007, where $1 billion was
set aside for cost escalation. It seems here that you’ve got more
money than you have common sense because you’re telling the
construction industry that there’s another $803 million on the table
for cost overruns. I just can’t understand that, particularly when you
look at page 121 of your fiscal plan, where you note that Alberta’s
construction costs are going down. Granted, they did go up
significantly. “Construction costs increased by more than 17% in



May 6, 2008

Alberta Hansard 499

2007, but eased to an annualized growth rate of less than 13% by the
final quarter of the year.” Now, my question again would be: why
would the department or the government telegraph to the construc-
tion industry that you have another 803 million reasons to have cost
overruns or cost escalations on some of these capital projects? Why
would you let the world know?

Thank you.

The Chair: The hon. minister.

Mr. Hayden: Thank you, Mr. Chair. First of all, I think it’s
important to point out that it would be irresponsible not to report
factually what, in fact, we see out there. You will see in our books
that they’re based on 15 per cent cost increases, that we’ve experi-
enced over the past three years, so it’s a number that industry and
everyday Albertans understand, that there are inflationary pressures.
I’'m not afraid to point out that, in fact, there are projects out there
that have come in as high as 22 to 25 per cent over the costs that we
originally felt that they would come in at. I know we’re going to
discuss later, but we’ve put in place options for providing the
infrastructure that Albertans need that are going to provide the
assurance on costs as we go forward.

I also would respectfully submit to the hon. member that, in fact,
it’s a competitive market out there. We are seeing some bid prices
come in at a lower cost now, which is very refreshing. I’m happy to
see that. These people, of course, are motivated to do business with
the province of Alberta. I would suggest that if they’re available for
work and they have a sharp pencil, they’ll have a good crack at it.
I would like nothing better than to report to the hon. member that, in
fact, these prices were too high and that we got a great deal more
work done for the same amount of money.

7:50
The Chair: The hon. member.

Mr. MacDonald: Thank you, Mr. Chairman. Now, the hon.
minister stated that there was a 15 per cent cost overrun in the last
three years. If he could clarify that. That has to be on government-
approved projects because certainly Alberta construction costs do
not reflect that 15 per cent cost overrun on average over the last
three years. Could the minister clarify that, please?

The Chair: The hon. minister.

Mr. Hayden: Thank you, Chair. Yeah. Over the past three years,
the member is correct, we’re probably closer to § per cent overall.
The type of structures that we are building do find themselves in a
fairly specialized category. Our experience for budgeting purposes
has shown a 15 per cent increase. It isn’t all just new construction,
though. In the 15 per cent, as we go through, you’ll see that it’s also
modernizations and some of the rehab and maintenance work that
we’ve included in our numbers.

Mr. MacDonald: Okay. Thank you very much.

Now, speaking of maintenance, the condition of buildings, if we
could refer, please, to the performance measures on pages 182 and
183 of the business plan. We see the target condition quality of the
province’s public infrastructure. Looking at the last actual measures
from 2006-07 and comparing them to what the government was
hoping for in that year, on some of these the government is doing
better than expected; on others it is doing worse than expected. The
2006-07 business plan had a performance measure of 72 per cent of
health facilities in good condition, but we see here, performance

measure 1(a) on page 182, that the actual result was 67 per cent.
Why did the ministry underperform here?

Mr. Hayden: Mr. Chair, there’s no question that we have had extra
pressures because of the growth in the province. The new construc-
tion that we’ve taken on and some of the projects that have been
moved forward because of those growth pressures I think have
probably cost us some ground on this; there’s no question. The
numbers and the totals going forward, too, for the hon. member’s
benefit, are all anticipated conditions based on the budgeted funding
that’s in place at this time. Of course, I’'m hopeful that I can make
the case that, in fact, there are areas that we need to probably address
further.

The Chair: The hon. member.

Mr. MacDonald: Thank you, Mr. Chairman. If we could, please,
hon. minister, go to the following page, 183. The *06-07 target was
48 per cent in good condition, but the actual result was 40 per cent.
Again, can the minister give an explanation for this target as well,
please?

The Chair: The hon. minister.

Mr. Hayden: Thank you, Mr. Chairman. If we take a look at the
other categories, of course, it all balances out. We make up better
ground in certain areas than we do in others. That particular graph,
as we target out to this year, obviously the projects that we have in
place are going to move projects from the category of fair condition.
The modernizations or replacements for overall conditions of our
buildings are going to move us up 5 per cent.

Unfortunately, on the bottom at the 4 per cent that’s an area — and
I’'m sure that within that area we also have properties that are
bleeding down from the fair condition into the poor condition. We
probably have addressed situations in buildings that were in poor
condition where they’ve been replaced or had major modernizations
that have moved them up into good condition. They tend to move
between those categories.

I don’t know if that’s helpful, if that helps with your question.

The Chair: The hon. member.

Mr. MacDonald: Yes. Thank you very much. Now, my next
question for the hon. minister would be: why is the proportion of
postsecondary facilities in good condition expected to decline this
year?

Mr. Hayden: Okay. This is on line 1(c). I expect it simply because
of'the age. I would say that it’s probably an age situation. Probably
in the evaluations that we’ve done on the properties, you’re looking
at chillers, possibly boilers. So it’s definitely an area that needs to
be addressed. It’s obvious from this page that of our postsecondary
facilities we have a higher percentage that are in poorer condition
than we do in the other two categories that we’re reporting, health
and school facilities.

The Chair: The hon. member.

Mr. MacDonald: Thank you. Now, if we could go to the capital
plan summary by function, I would appreciate the minister’s interest
in this. How is the government spending over $8 billion, yet we
seem to be getting little or no improvement to the physical condition
of our infrastructure? We’re spending $8 billion.
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The Chair: The hon. minister.

Mr. Hayden: Thank you, Mr. Chair. The total spending for this
year is $8.7 billion. In fact, just so that we keep our numbers a little
closer, we’re probably looking at closer to a $7 billion expenditure
for capital projects outside of Transportation, but we also have to
take into consideration that our waste-water systems are also coming
out of that before we lower it down. If T have it here, I will give you
a more accurate number on the vertical infrastructure, we’ll call it —
buildings, for lack of a better term — but it’s considerably less than
the $8 billion. In fact, we are completing some very large projects
this year that bring that total up considerably. We have, of course,
ahuge investment in the south Calgary health facility complex under
way. We also have a large investment in the Edmonton Remand
Centre that’s within that total. There are a number of other very
large capital projects that are seeing a real injection of cash this year,
which brings that total up fairly quickly.

The Chair: The hon. member.

Mr. MacDonald: Thank you very much. Again, to the hon.
minister. You’re talking about health facilities. How are $3.3
billion over three years getting us only a 3 per cent boost in health
facilities in good condition?

Mr. Hayden: The increase in funding that we’re putting in is also
maintenance. It isn’t all replacement. Major modernizations is
probably the category that we need to look at. There’s a great deal
of that funding that’s going into maintenance to in fact maintain or
improve the condition of a number of the buildings. Also, I think
that we can never forget the situation that we’re faced with with the
population increase and the demand for new infrastructure in
communities where, of course, individuals are new to the province
and have come here and require those facilities in areas where we’ve
seen huge population increases.

The Chair: The hon. member.

Mr. MacDonald: Thank you, Mr. Chairman. Now, if we could ask
some questions regarding the infrastructure deficit and the deferred
maintenance, I would appreciate it. What is the current infrastruc-
ture deficit in this province? I know that in the past in this House
there seemed to be a conflict of opinions between members who are
now retired of what the deficit really is and how we should deal with
it. What is the current infrastructure deficit? [Mr. MacDonald’s
speaking time expired]

The Chair: Please continue on. It’s the second 20-minute period
here.
The hon. minister.

Mr. Hayden: Thank you, Mr. Chairman. Within our budget, of
course, are government buildings. The maintenance and replace-
ment budgets for health care facilities and for school facilities in this
year’s budget are in those categories. But in speaking to
government-owned buildings, we record the number at around $200
million in deferred maintenance requirements for government
buildings.

8:00

Mr. MacDonald: Two hundred million dollars just for government
buildings. When will the total current infrastructure deficit be paid
off under this government’s current projections?

The Chair: The hon. minister.

Mr. Hayden: Thank you, Mr. Chair. Our 20-year capital plan
comes into play here, too, our plan going forward. In our budget
structure, as you see, we go forward three years. In the 20-year
capital plan we believe that we’ll have our deferred maintenance
backlog taken care of within the next 10 to 15 years.

The Chair: The hon. member.

Mr. MacDonald: Thank you. In the next 10 to 15 years.

The Auditor General’s report of 2006-07 on page 53 made clear
that the current deferred maintenance backlog is many billions of
dollars. He also said that he couldn’t give an exact figure because
the figures weren’t being kept. Could the minister please tell us the
exact amount, and if not, why hasn’t the ministry acted yet on
addressing this lack of knowledge?

The Chair: The hon. minister.

Mr. Hayden: Thank you, Mr. Chair. We, in fact, do identify the
projects that are required to be done, and that’s how we came up
with the categories in which we have them placed with respect to
their condition. The number, of course, changes with the cost every
year. From my experience in some of the areas I’ve been involved
in, even on the deferred maintenance, if we looked across our entire
nation, you’d come up with different numbers with every group that
you speak to. I don’t believe that it’s possible to nail it down to an
exact dollar because it’s not possible, in fact, to address that deferred
maintenance in a one- or a two- or even a three-year period.

The hon. member mentioned when we first started out that you
were surprised with the investment that this government is making
in its infrastructure, yet now when we report the 10 to 15 years it
will take at this accelerated level in order to address that situation,
it seems like we’re off track here a little bit. It’s a huge number, and
obviously with all of the infrastructure in the province it would be in
the billions. All I can say at the moment is that for the component
that we’re responsible for within our department, it’s $200 million.
That’s the number that we have.

The Chair: The hon. member.

Mr. MacDonald: Thank you. That’s very interesting. I appreciate
where the hon. minister is coming from, but clearly there has to be
aplan, and there has to be a figure somewhere on precisely what we
need to eliminate this entire backlog for our bridges, roads, schools,
hospitals. Now, as the deferred maintenance level is so high and we
aren’t seeing any significant expected change in the condition of our
infrastructure — again, you know, I appreciate this $200 million
amount — why isn’t the government putting in sufficient funds to
address this backlog? Does the minister think that 10 to 15 years is
going to complete it and that we’re going to be back to the Lougheed
era of infrastructure, where everything seemed to be built and
maintained in quite a satisfactory manner? Right now we’re
essentially running our economy off planning that was done 30 years
ago. Do you think you’re going to be able to meet this target of
cleaning up the entire infrastructure deficit in 10 to 15 years?

The Chair: The hon. minister.
Mr. Hayden: Thank you, Mr. Chair. Actually, I’'m very optimistic.

I think our 20-year capital plan is a very good document. I think it
shows the way forward. We have a lot of work to do, of course, and
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we’re exploring options for how we will meet the capital infrastruc-
ture requirements for the province as we move forward. I think that
we’ve made a very good start with the $22.2 billion that is budgeted
for capital infrastructure over the next three years. Ialso am hopeful
that although we budget conservatively, as ’'m sure the hon. member
is aware, we will be taking any possible surpluses that come to our
province and two-thirds of that surplus will go towards infrastruc-
ture, one-third will go towards savings, and of the two-thirds that
goes towards infrastructure, 50 per cent of that will be directed
toward deferred maintenance. With the good performance of our
province, the type of performance that we’ve seen, I’'m very
optimistic that the 10- to 15-year number is a good one.

The Chair: The hon. member.

Mr. MacDonald: Thank you very much. On page 46 of the fiscal
plan it is noted that to provide infrastructure support, there are
significant sums of money, including $53 million under the new
federal public transit trust. Can the minister please give us a
breakdown of who will receive this $53 million amount and when
they will receive it if they have not already done so?

Mr. Hayden: That’s a public transit trust, and that’s not our
ministry.

Mr. MacDonald: That, then, leads me to my next question, of
course, on the building Canada fund. I can appreciate that it’s hard
to keep track of all these changes that are made through the Govern-
ment Organization Act. I for one think that the Ministry of Infra-
structure should be dealing with the building Canada fund. It has
several mentions in the fiscal plan. We on this side of the House and
I think hon. members on all sides of the House would like to see
more funding going to such vital infrastructure needs as municipal
public transit — so would the federal government — but we haven’t
received a satisfactory answer from the ministry on this.

The building Canada fund money is potentially many hundreds of
millions of dollars that Alberta taxpayers would appreciate getting.
Now, I don’t know what sort of political wrangling is going on over
on that side of the House, but I certainly hope that the large rural
caucus isn’t eyeing up that money for their own roads and bridges.
There are other places for rural Alberta to get money for roads and
bridges. I hope there’s not some sort of internal wrangling going on
within that big caucus here. Big caucuses aren’t necessarily good
caucuses.

An Hon. Member: Oh, this one is.

Mr. MacDonald: That one is? Three years will test that theory if
big is better or not.

An Hon. Member: It’1l be bigger next time.

Mr. MacDonald: It’1l be bigger next time. Okay. You know, oddly
enough, Mr. Chairman, that’s what Mark Norris said once.

An Hon. Member: Who?

Mr. MacDonald: Who? Exactly. I think he was sixth or seventh in
that leadership race, wasn’t he? Yes.

Why is the government stalling on this building Canada fund?
I’'m getting a little nervous here. 1 don’t want to see the cities of
Edmonton and Calgary left out and all that money spent somewhere
else when it should be spent on improving mass transit systems for
those two fine cities.

The Chair: The hon. minister.

Mr. Hayden: Thank you, Mr. Chair. I’ll go into more detail than I
probably should, but the answer remains the same, that the signing-
off of that fund is under Treasury, and that is the better place to
direct the question.

I think I’d like to go back to some of my opening statements. The
infrastructure priorities in this province are being taken care of in the
order of those with the most need, and my hon. colleagues from the
major centres in the province have nothing to worry about from their
rural cousins. Where we see the greatest need is where we make the
investment. If, in fact, the greatest need is Calgary or Edmonton or
any other urban centre, that’s where the dollars will go.

8:10

Mr. MacDonald: Okay. Well, let’s just use the city of Edmonton
as an example. I would encourage the hon. minister to arm-wrestle
the President of the Treasury Board for the right to negotiate that
money and get a deal signed right away.

An Hon. Member: Not in the House.

Mr. MacDonald: Not necessarily in the House. You can do it
wherever you wish, but I would really appreciate it if this deal could
get done. Of particular interest to the city of Edmonton is this $8.8
billion building Canada fund, which has been allocated to provincial
and territorial governments on a per capita basis.

Ms Blakeman: Per capita?

Mr. MacDonald: On a per capita basis.

If Alberta’s funding were to be allocated directly to municipalities
on a per capita basis — I’'m wondering if the minister of health is the
chairman of the Calgary caucus. Yeah? Okay. You work hard.
You’re the chairman of the Calgary caucus?

Mr. Liepert: No way.

Mr. MacDonald: “No way,” he says.

Mr. Chairman, if this money, the building Canada fund, was to be
allocated on a per capita basis, the city of Edmonton would be
eligible to receive about $185 million because it has 22 per cent of
the province’s population. I would say Calgary would get a little bit
more. That is a lot of money for these two cities to expand their
transit systems.

Ms Blakeman: And they need it.

Mr. MacDonald: They need the money, and I think they’re waiting
for the money. Ihave a recommendation from the city of Edmonton,
the deputy city manager’s office. This is a report to the mayor and
to council regarding this matter. I would really urge the government
and the minister to read the President of the Treasury Board the riot
act and get this deal signed and get the money from Ottawa to the
respective municipalities in Alberta and get on with the deal.

Now, Mr. Chairman, I have more questions, and I appreciate the
minister’s time. Other questions are from page 274 of the budget
estimates. On line 3.0.2 there is an amount of $52 million, capital
for emergent projects. That’s an increase of over 700 per cent from
2007-08. What are these emergent projects?

The Chair: The hon. minister.
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Mr. Hayden: Thank you, Mr. Chair. The capital for emergent
projects, a $44.9 million increase, is primarily due to budget
transfers that were completed in 2008 to other ministries. I can
break it down, just to give you a bit of an idea of some of the
projects that we’re talking about: Calgary-Buftalo, as an example,
$8.8 million, Alpha House addition, renovation; Calgary-Mountain
View, $6.5 million for the south Jubilee; Edmonton-Riverview, $6.5
million for upgrades to the Jubilee. Those are some of the examples.
NorQuest auditorium upgrade, $583,000. All of these projects are
in there.

The reason the increase is there is that there were transfers on
projects that didn’t get completed in the last year. In the budget
numbers there are commitments that come forward, so part of the
funding for this year, too, will be committed this year but, in fact,
will probably be completed a year down the road. These are for
exactly what they state. They’re not for projects on government
projects as such. They’re for projects within program ministries
based on projects that come forward to us from the community in
many cases or brought to our attention by the MLAs, and they’re
distributed on a most urgent needs basis.

The Chair: The hon. member.

Mr. MacDonald: Thank you very much. That’s quite interesting
because I’ve never heard of this being done on a constituency-by-
constituency basis. You listed off, 1 think, Calgary-Buffalo,
Edmonton-Riverview, and another one. So this $52 million fund is
done on a constituency basis?

Mr. Hayden: No.

Mr. MacDonald: But you were reading off a list that was based on
constituencies. Aha.

Does this line item include, while we’re at the constituency base
level, the construction costs for the rehabilitation or the renovation
of the Forest Heights school in Edmonton-Gold Bar?

Mr. Hayden: No. In fact, it doesn’t. I would expect that it probably
is in the pipeline as projects that need to be done, and it’ll be placed
in that pipeline wherever its priority standing is.

I brought forward some examples, and I felt that that would be
worth while. It isn’t distributed on a constituency basis. It’s
distributed on a needs basis, and I brought forward examples
because I felt that it’s important to show that, in fact, this goes to
emergent projects no matter where they are. After the hon. mem-
ber’s comments in the last go-around about being certain that
funding got to the cities and that rural members didn’t overpower
anybody, I thought that those were worthy examples.

The Chair: Hon. member, you have two minutes, 35 seconds.

Mr. MacDonald: I certainly appreciate that.

Now, the significant increase in this program from one year to the
next, over 700 per cent. Does this kind of increase defeat the
purposes of budgeting altogether?

Mr. Hayden: In fact, it isn’t increases. As I mentioned when we
started the conversation on the emergent funding, it’s carry-overs
from projects that were approved but not completed. The funding is
consistent. For the Infrastructure ministry, as an example, it’s $40
million per year, but because there are carry-overs for design reasons
— it could be acquisitions of space or a number of reasons. Some
projects are carried over. That would be the only variation in

budgets from year to year. That would be funds that weren’t used
for completion of a project in that budget year, but they’re not lost,
and the project is no less emergent. It still requires being addressed,
but we don’t want to see the funding disappear because of the nature
of the emergent projects.

The Chair: The hon. member.

Mr. MacDonald: Thank you, Mr. Chairman. I know my time is
near its end for now, but I would just like to express on the record
my appreciation for the minister’s diligence in this discussion this
evening.

I believe I'm going to cede the floor to my colleague from
Calgary-Varsity.

The Chair: Now I would like to recognize the hon. Member for
Calgary-Varsity.

Mr. Chase: Thank you very much, Mr. Chair. I recognize that
you’re sort of the new boy on the block, and you’re the actual fourth
Minister of Infrastructure in the last two years. So trying to pick up
where the others have left off for their short periods can be difficult,
and I appreciate that the challenge exists.

My first topic, one that I have spoken on numerous times in this
House as the former shadow minister for infrastructure and transpor-
tation . . .

An Hon. Member: Former?
Mr. Chase: Our shadow minister, I indicated.
An Hon. Member: He’s just a shadow of his former shadow.

Mr. Chase: The Shadow.

Okay. It has to do with P3s. You mentioned with pride the new
Calgary courthouse, and we’re very glad to have that courthouse.
That courthouse was originally going to be a P3 project. The cost
escalations went from approximately $300 million to $500 million.
There was talk about it being made plane-crash proof after the trade
center terrorism aspects. The costs just kept going out and out and
out of line, so we went back to the traditional approach. But one of
the things you noted, I believe, was that the courthouse was built to
silver standard, and that’s two steps down from the gold and
platinum kind of thing. I wouldn’t say it’s a second-class project,
but it isn’t built to the top standards. Cost-cutting did occur. The
other thing that was missing from the courthouse was the aboriginal
court. Originally the $300 million was supposed to include an
aboriginal court circumstance. Unfortunately, that got left out. That
was part of the cost-cutting.

8:20

The government has touted the fact that they’re extremely happy
with the P3 progress on the Anthony Henday. They believe that the
project has been built faster, that it’s potentially built cheaper, the
idea that it was built through bundling, which I must indicate is not
just a part of the P3. Bundling can be done with any project. But I
would like to know if the minister is able, because we don’t have
fixed interest rates, to tell me what the remaining debt on the
Anthony Henday is over the next 30 years?

Mr. Hayden: This, of course, is in the Transportation budget, so that
would be a more appropriate place to take a look to see what the
costs are.
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With respect to the costs themselves in general we do have very
good indicators to do comparative price analyses on projects. I think
that that’s probably obvious because in the case of roads — and as |
say, Transportation can speak for themselves. But the thousands of
kilometres of road of different varieties that are being built give us
an opportunity to do very accurate analyses on costs and estimates.

The same, of course, holds true for my ministry with respect to
buildings. IfI was to use a category that would probably be a good
example in the three-year period, we’re looking at replacement or
major modernization of 131 sites. So we’re able to get I think very
accurate ideas of the costs that we’re faced with when we look at the
different options for the most economical way or the best value for
Albertans on the projects.

Just as a correction on the courthouse in Calgary it always was
slated at silver. Silver is the LEED standard that we shoot for in all
of our new construction in provincial buildings, and I mentioned
earlier in my opening remarks that we are now looking at moving to
the gold standard. In fact, in some cases we’ve benefited and moved
forward ahead of schedule. We actually have a platinum project in
Calgary, at the University of Calgary, the U of C. We have a
number of gold standard that we’re able to make because of some
design efficiencies and things that we were able to do, but we’re
looking now at moving to that standard.

When we look at that, of course, we have to look at it as a
business case, too, because this is public funding that we’re spend-
ing. In many cases the savings that you receive from doing the good
planning and moving to the higher standard make good business
sense as we go forward, so we definitely are paying attention to that.

Mr. Chase: I want to commend the government for its funding of
the learning centre that you’re referring to at the U of C, which is a
platinum standard building. It has solar heating. It recycles its
water. It’s fantastic. Because of that and because it was built to
such a high standard, there’s an anticipation that it’s going to last
that much longer.

With regard to the P3s again the government, with regard to the
schools, has solved one of the problems that Nova Scotia encoun-
tered, and that is from the day the school is built, it is owned and
operated by the school boards. That was a major hurdle that caused
problems with P3s prior. However, we had an announcement in
June of 18 P3 schools, and then towards I believe it was the fall —
and the former minister is here, and he can correct me if I’'m wrong.
But by the time the year 2007 ended or 2008 rapidly approached,
we’d gone from 18 what I’d almost call imaginary P3 schools to now
32 imaginary P3 schools. The reason I say imaginary is that, yes,
they’re on paper — and I’'m looking forward to being corrected here
— but there’s no evidence of physical progress. If the minister can
tell me where one survey stake has been hammered into any
particular field on one of these 32 sites, then that school board will
be delighted to hear that at least somebody surveyed the area. Part
of the reason that this P3 planning has not provided the speed with
which it was suggested and, according to leaked documents from last
December, has snowballed in its potential pricing has to do with a
legal aspect.

I’ve mentioned that I have objections to P3s because of the 30-
year mortgage payment associated with it. We don’t know what our
general revenue is going to look like 30 years down the road,
whether it’s to pay for highways, schools, or any other sort of P3
government projects. It’s a concern to me that we don’t know with
our nonrenewable resource dependency whether we can pay the
bills. What P3s do is they just sort of magically transfer the
financial responsibility to another generation. So the children who
are going to the school, when they finally get off the ground, will be

paying for that school, and then their children will be coming online,
and the expenses just continue to multiply.

Another problem with the P3 schools is you can’t define a specific
interest rate over that 30-year period. So that’s a concern.

Another concern — and please feel free to refute these ideas that
I’m putting forward — with the P3 schools. The reason they’re not
off the ground is the liability, which has not been legally defined,
between what is the builder’s responsibility and that of the school
boards in terms of maintenance, and until that fine print has been
resolved, these won’t go forward.

So please, Mr. Minister, if you could attempt to respond to those
concerns.

The Chair: The hon. minister.

Mr. Hayden: Thank you, Mr. Chair. I was trying to figure out how
to respond to the question, and the first thing that comes to mind is
that it would be easier to confirm the things that you are right on
than it would be to deal with the things where you missed the mark.
You started out by saying that you haven’t seen a survey stick in the
ground. In fact, the development permits have all gone ahead and
are all complete. Surveying is complete, and site information is
available so that we can turn sod as quickly as a tender is awarded.

With the process that we’re talking about now, with the 18 schools
as an example, there was a lot of work that went in on the front end
to ensure that the people that were taking a look at it and going to
submit tenders were in fact qualified, reliable, a well-known
commodity that could get the job done. We didn’t want to waste the
time of government, and we wanted to get on with the need that
needed to be taken care of: the education of those children and a
facility for them.

We are scheduled for tenders in July, and should it go forward as
is expected — and I will say go forward as is expected. When the
tenders are received and they’re opened, because we’ve done our
homework up front, we’re very confident that we will receive a
tender that, in fact, meets the requirements that we’re looking for.
As I mentioned earlier, we do have comparators with respect to
costs. So that is always out there.

8:30

We expect that in July — we are very confident — we’re going to
receive quality tenders for the projects and that we’ll go ahead.
Because the work has been done up front with respect to the
application and receiving the development permits and a lot of the
preliminary work is done, we’ll be able to move ahead very quickly
on those projects. The advantage, especially in this particular case,
will be the delivery of those facilities in a quicker fashion than I
think we could have done conventionally.

You talked about a number of aspects with respect to the P3
projects, but of course the way it is set up and the way the payment
structure is set up, we have in essence a 30-year warranty with these
buildings, and there’s a requirement at the end of a 30-year period
for the building to be up to a satisfactory standard with respect to
maintenance so that we’ve got a quality piece of infrastructure to
serve the needs of the community well into the future. We have that
on a maintenance schedule of payment that is predictable and is
negotiated and is committed to within the contract.

I believe that it is without question irresponsible to think that if we
build it, then we’re done. That’s not the case. When we put our
building infrastructure in place, we understand that there are ongoing
costs, and there are with every project that we do. I think that it’s
misleading to say that if we did something conventionally, we aren’t
in fact committing future generations to the responsibility of keeping
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up that infrastructure that Albertans today have worked so hard to be
able to put in place for the folks today. We need it there for the
folks of tomorrow, too, and the children of the people that will be
using those facilities in the very near future.

Mr. Chase: Thank you. Just for the sake of Albertans.

Survey stakes have been in place. There is some siting, so we
have a sense of what the boundaries of the school will be. However,
to date — and correct me if I’'m wrong — no sod has been turned.
Now, one of the advantages of the P3 project was that it was
supposed to be that much faster. It was supposed to be that much
more efficient. It was supposed to be that much more cost-effective.
Yet when CUPE did a very intensive study — it was entitled: a
hundred failed P3 projects — they indicated that by building in a
traditional manner, you could get three schools for every two done
in a P3 way of building things. I appreciate, Minister, that you’ve
explained to me some of the benefits that you see with P3 building,
but you still haven’t dealt with the liability associated with the
maintenance by the school boards of the buildings they now own.
The builder can come back on the school boards and, therefore, back
on the taxpayer for a second bit of accountability and claim: you
haven’t maintained the building to a set standard. The problem is —
and this is where the legalese and the fine print come in —we haven’t
clearly stated what that standard is.

Another concern. It’s not the board’s responsibility to move the
modular units in and out. I think that was clearly laid out at the
Greenwood Inn in Calgary when we were looking for bids for these
schools. But the plan itself I agree with: the idea of the admin, the
idea of the gymnasium, of the library as the central core. The adding
and subtracting of modular units makes terrific sense. The Catholic
board in Calgary has done wonders with that flexibility associated
with modular units.

A question I would have is if you can tell me that it is clear whose
responsibility it is, where the builder’s responsibility leaves off, and
where the school board’s responsibility picks up. School boards that
I have talked to have been reluctant. They’re desperate for schools
—in Calgary we’ve got 40 districts without schools — but they’re not
convinced that the P3 is the way to go. They were sold on the idea
that this would get them schools faster, but it hasn’t materialized. So
if you could comment on that.

Also, when we’re talking about the modular school approaches,
the outfit in Carstairs cannot keep up with the provincial demand.
Have you looked at other contracts using the same model but
different plants to manufacture these modulars to speed up the
process?

The Chair: The hon. minister.

Mr. Hayden: Thank you, Mr. Chairman. Going back, there were a
number of questions in there, so I’'m going to try to go back to the
start of them and address them in their order.

I can’t comment on where the information from CUPE came from
because I have no knowledge of what information they’re giving
you, but in fact it’s spelled out very clearly in the agreements where
the responsibilities on maintenance are. That’s all signed. It’s in
contractual form. The maintenance requirements and the standard
to which that maintenance requirement is met are set by the
agreements that we put forward for the design and maintenance
function as it goes out. The payments as they are made, too, are
made in such a way as to ensure that if there was ever a default on
the maintenance, there’s enough money on the far end that we would
be able to undertake that and correct that situation. So I think that
answers that end of it.

With respect to your observations on the modulars I'm very
refreshed to hear the comments from the hon. member because I
believe that you must have done some homework on this. In fact,
they are amazing. They meet the classroom needs as set out by the
professionals in education. I expect that the member also probably
looked into it to the extent that these modulars are steel-framed
modulars, which does allow us the flexibility to move them to the
areas where they’re required. I’ve heard that because of the
structural strength in them and the situation they are in, they would
structurally be able to manage 40 to 60 moves, which amazed me
when I found that out.

The other thing that I think is really positive — and again I think
the hon. members did their homework and looked into it — is that
these modulars are built to such a high standard that they will at
minimum meet the LEED silver standard, which gives lots of natural
light for the students. It improves the air quality and health environ-
ment for those students while at the same time achieving environ-
mental and energy consumption targets that are well ahead of
conventional construction that we see in the province, and that’s in
that 40 to 45 per cent savings category.

The core design that we’re working on is innovative, and it will
meet the needs of a variety of student numbers, you know, within a
certain category. There are different pod designs, and those thatI’ve
seen are very appealing to the eye. The flexibility that we have with
the modulars to match them with the core school design I think is a
plus and a benefit to any community that would receive them.

I think that basically answers the questions that you had.

Mr. Chase: Thank you. I’'m pleased because to me the legal aspects
of who’s responsible for what in terms of structural damage or the
maintenance has probably been the biggest holdup in getting these
things off the ground.

A question that again goes back to P3s and the transparency and
the accountability. I’ve mentioned that because of the 30-year
period no lender is going to get into a fixed interest rate and say,
“Okay, we’ll set it for 5 per cent” or “We’ll set it at 7 per cent over
a 30-year period.” If I’'m wrong, please correct me. So when we’re
trying to account for what these projects are going to be like 30 years
into the future . . .

The Chair: Hon. member, the first hour for the Official Opposition
has expired. You can continue later.

Mr. Chase: Thank you. Could you put me back on the list, please.

The Chair: I would now like to recognize the hon. leader of the
NDP opposition.

8:40

Mr. Mason: Thank you very much, Mr. Chairman. It’s a pleasure
to welcome the minister and congratulate him on his appointment to
Infrastructure. 1 have known the minister for some time, having
served with him on Federation of Canadian Municipalities boards.
I know him to be a fair and able person. I don’t always agree, but
neither of us can always be right.

I just wanted to start with the minister and quote from a report
from the Federation of Canadian Municipalities with respect to P3s,
which is what I want to really talk about in terms of my questions
tonight. The report says, “The more we delve into these issues” —
meaning P3s — “the more we realize that any meagre short-term
benefits are obtained by making sacrifices elsewhere and by
sacrificing the future.” It goes on to say, “In simple terms, the
Faustian bargain may be delivering very little . . . myopic method of
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modernization that fails to appreciate the long-term consequences of
such a strategy.” Clearly, the FCM has taken a position against the
federal government’s plans to force municipalities to finance
projects through the P3 method.

I’'m going to ask my questions tonight, Mr. Chairman, specifically
on the question of the P3 school projects, the 18 schools, and try to
concentrate on that a little bit. I hope that we can use the method of
going back and forth to answer the questions.

I’d like to begin by asking the minister what he believes are the
advantages of proceeding with these schools through a P3 financing
model as opposed to the traditional public financing model.

The Chair: The hon. minister.

Mr. Hayden: Thank you, Mr. Chairman. I will go into that, but first
I’d like to thank the hon. member for his greeting and his welcome
to me to this Chamber. We did indeed work together for a number
of years, and I’ve always found you to be a man of principle and a
man that works very, very hard on behalf of the public, and I
appreciate that.

One of the more obvious things that I need to speak of with
respect to P3s: they do in fact give us a fixed cost. I’m going to go
into just a tiny bit of detail in these different areas, Mr. Chairman,
just for clarification purposes. We have faced over the last several
years some very high inflation rates on projects as we’ve gone
forward and seen where these projects come back at a much higher
price than we’d envisioned when we went through the engineering
studies and got the best information we could from the experts that
were out there. The fixed cost is, in fact, something that’s very
appealing because when the tenders come in, we’ve already stated
what we want and what we expect out of the project. When the
tenders come in and we open them up, we do have cost comparators
in mind when we go into it. There are situations — and we’ve
experienced them in the province already — where we got very
pleasant surprises at the opening of those tenders. So that’s one of
them.

The other is that it’s stated that there are fixed delivery dates.
We’ve seen delays on projects by conventional means before, so the
fixed delivery date is something that we’re very happy with. The
longer warranties are something else that I think is very advanta-
geous to Albertans. We have a guarantee down the road on that
piece of infrastructure that it’s going to serve people well.

There also is the protection from inflation because we’re dealing
with the fixed costs. Also, because of the guaranteed delivery dates
the weather delays that are put forward as a reason for delays on
projects are not there. Of course, with respect to the quality of the
infrastructure that we’re working with, we insist upon a design
criteria, as I’d mentioned earlier, on all of our buildings that meets
a minimum of the LEED silver design standard, which I know
you’re very familiar with.

The Chair: The hon. member.

Mr. Mason: Thanks very much, Mr. Chair. I take from what the
minister has said that he believes that the P3 model will transfer the
risk of increases in the cost onto the private company. I would like
to know whether or not the ministry has reviewed — well, I’ve got
here the British Association of Chartered Certified Accountants, who
quote Standard & Poor’s, that PFI companies in Britain — it’s a
private financing initiative; it’s their word for P3 — “carry little
effective risk” and that, in fact, the risk ultimately will be higher
using the P3 model.

The minister indicated that they’ve yet to receive the tenders, and

I would like to know just how people who are bidding on these
projects will break up the contracts. Will they be bidding on them
as a group or as individual schools or individual school board
jurisdictions, or do they have the opportunity to make proposals, you
know, to pick and choose which schools they wish to group
together? So that’s a question.

The minister has also mentioned a couple of times the issue of
cost comparators, and I’m wondering if these cost comparators are
going to be made public after the tenders are received.

I also have a question with respect to the borrowing rates. Can the
minister confirm that the effective borrowing rate for the provincial
government is about 4 and a half per ce