PEACE RIVER REGIONAL HOSPITAL DISTRICT
SEPTEMBER BOARD MEETING AGENDA

For the meeting to be held on Thursday, September 11, 2008
in the Peace River Regional District Board Room
1981 Alaska Avenue, Dawson Creek, BC
commencing at 10 a.m.

10.
1.
12.
13.
14.
15.

16.

CALL TO ORDER:

DIRECTORS’ NOTICE OF NEW BUSINESS:

ADOPTION OF AGENDA:
MINUTES:
HM-1 Regional Hospital District Meeting Minutes August 28, 2008.

BUSINESS ARISING FROM THE MINUTES:

DELEGATIONS:
PETITIONS:

CORRESPONDENCE:

HC-1 Information received August 5, 2008 from BC Health Coalition regarding Public
Private Partnerships.

HC-2 Public Bulletin received August 25, 2008 from Northern Health regarding its next
regular board meeting, scheduled for September 29, 2008 in Dawson Creek, B.C.

REPORTS:
BY-LAWS:
DIARY:

NEW BUSINESS:

CONSENT CALENDAR: (to be distributed at meeting for information)

NOTICE OF MOTION (for the next meeting):

MEDIA QUESTIONS: (on agenda items and business discussed at the meeting)

ADJOURNMENT:




DATE:
TIME:
PLACE:

PRESENT:

M-/
PEACE RIVER
REGIONAL HOSPITAL DISTRICT

AUGUST BOARD MEETING
MINUTES

August 28, 2008

10 a.m. DRAFT

North Peace Cuitural Centre Carpet Room, Fort St. john, BC.

Directors Alternate Directors
Director Goodings, Chair Alternate Director Stedel
Director Caton

Director Hiebert

Director Houley

Director Smith Absent

Director Ackerman Director Kruk
Director Caisley Director Jarvis
Director Saugstad

Director Eglinski

Director Harwood

Staff

Faye Salisbury, Corporate Officer

Shannon Anderson, General Manager of Environmental Services
Bruce Simard, General Manager of Development Services

Sheila DeCosta, Secretary - Legislative Services, Recorder

Others

Alicia Asquith, CIDC TV News
Melanie Robinson, Northeast News
Johanna Henderson, Moose FM

1) Call to Order The Chair called the meeting to order at 10:00 a.m.

DIRECTORS NOTICE OF NEW BUSINESS:

Director Saugstad Chetwynd Assisted Living Units

ADOPTION OF AGENDA:

2) Adoption of Agenda  RHD/08/08/01 (28)

MOVED by Director Eglinski, SECONDED by Director Hieben,
that the Peace River Regional Hospital District agenda for the August 28, 2008
meeting, including Director's new business, be adopted as amended:

SEP 1 7 2008



Peace River Regional Hospital District

August 28, 2008 Board Meeting Minutes Page 2
Adoption of Agenda RHD/08/08/01 (28) (continued) ”M - /
- continued CALL TO ORDER:

DIRECTORS' NOTICE OF NEW BUSINESS:
ADOPTION OF AGENDA:
MiNUTES:

HM -1 Regional Hospital District Meeting Minutes of August 14, 2008,

BUSINESS ARISING FROM THE MINUTES:

DELEGATIONS:

PETITIONS:

(ORRESPONDENE: D R

REPORTS: A F
BY-LAWS: T
DIARY:

NEW BUSINESS:

CONSENT CALENDAR: (to be distributed at meeting for information)

NOTICE OF MOTION (for the next meeting):

MEDIA QUESTIONS: {on agenda items and business discussed at the meeting)

ADJOURNMENT:
CARRIED.

MINUTES:

3} HM-1 Regional RHD/08/08/02 (28)

Hospital District MOVED by Director Caton, SECONDED by Director Smith,

Meeting Minutes of that the Regional Hospital District Meeting Minutes of August 14, 2008 be adopted.

August 14, 2008 CARRIED.

NEW BUSINESS:

4) HNB-1 Director Saugstad advised that the District of Chetwynd recently met with BC Housing

Chetwynd Assisted and Northern Health regarding the development of an assisted living facility in

Living Units Chetwynd. A consultant will be hired to put a proposal together. A 12 — 16 unit
building is proposed, with 4 — 5 of the units being used for assisted living, while the
remainder will be for senior’s housing. Part of the structure could include some of
the 2010 Olympic temporary housing modules. These modules assemble like lego
sets and would require a new roof, siding and foundation. New construction would be
used for the entire facility if these units are not used. It is estimated to take two
years from conception to construction; the district would do their part and at feast be
ready with foundations, in the event the Olympic housing proposal ends up being the
project of choice.

5) Adjournment RHD/08/08/03 (28)
MOVED by Director Hiebert, SECONDED by Director Harwood,
that the meeting adjourn.

CARRIED.
The meeting adjourned at 10:08 a.m.
Sheila DeCosta, Recording Secretary Karen Goodings, Chair

CERTIFIED a true and correct copy of the Minutes of the Regional Board of the Peace River Regional Hospital District
from a meeting held on August 28, 2008 in the North Peace Cultural Centre Carpet Room, Fort St. fohn, BC.

Fred Banham, Chief Administrative Officer
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%\ “ IMPORTANT QUESTIONS TO ASK REGARDING
PUBLIC PRIVATE PARTNERSHIPS _w’«

SNy eragEr ’{ X
’f

P3’s: On-Time, On-Budget, and Lower Costs? B :

1. What premiums are charged to deliver P3 contracts ‘on-time’ and onbLdelget? R
Can these premiums be specifically identified? Are the total financial C(;sﬁts ofa
P3 project lower when compared to conventional Design-Build contracts?

2. Have cost increases and delayed delivery times occurred with BC's Design-
Build-Finance-Operate (DBFO) P3 projects?

3. When do project delays and cost-escalation cccur with DBFO P3 models? How
are these delays portrayed to public sector trustees and members of the public?

4. How do cost-increases and project delays evident in BC's DBFQO P3 projects
compare with traditional Design-Build models?

5. Does the total time-frame (including project appraisal, project development,
contract negotiation, contract award and facility construction) for DBFO
contracts offer superior outcomes when compared to more traditional Design-
Build modeis?

6. Can BC's Office of the Auditor General (OAG) confirmed that Value for Money’
savings attributed to P3's represent cash savings for taxpayers? Why not?

7. Has any municipal, regional, provincial, or federal auditor in Canada identified,
assessed, and evaluated the total time-frames associated with DBFQ projects?

Long-term operational considerations

8. What guantitative evidence is available to indicate that DBFO or Design-Build-
Finance-Maintain contracts offer superior efficacy and utility for the public
sector?

9 How effective are the current structures, policies, and mechanisms available for

public sector enforcement of sub-standard operational P3 contracts?

www.bcheaithcoalition.ca
. info@bchealthcoalition.ca
BC Health Coalition 71¢l 604.681.7945 Fax: 604.681.7947
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10.

11.

12.

13.

14.

He -/

What are the total financial costs of early termination of the P3 contract? Which

parties bear these costs?
What are the processes and costs of contract revision and amendment with

operational P3 contracts? Which bodies bear the costs of contract revision?
What experience does the public sector have in negotiating, evaluating and
amending similar long-term performance contracts?

What mechanisms and policies are currently in place to assist the public sector

with contract revision and amendment?
Who bears the costs of training and maintaining staff for effective ongoing

contract assessment, negotiation and revision?

Transparency and the role of Partnerships BC

15.
16.

17.

18.

19.

20.

Does Partnerships BC have a financial incentive to pursue DBFO contracts?
How is Partnerships BC's financial remuneration affected by the award of DBFQO

versus Design-Build contracts?
Are the processes associated with contract development and award open to

public scrutiny?
How is 'Value for Money’ portrayed to public sector trustees by Partnerships

BC?
Can public sector trustees and their designated technical representatives

examine and evaluate the Value for Money’ assessments conducted by or on

behalf of Partnerships BC?
Can the 'Value for Money’ assessments be examined and verified by

disinterested analysts?

www.bchealthcoalition.ca
) . infoi@bchealthcoalition.ca
* BC Health Coalition 1e¢l 604.681.7945 fax 604.681.7947
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Public-Private-
Partnerships

September 18, 2007

Prepared by Kathy Corrigan and Richard Neal
for the BC Health Coalition
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Problems with health P3 projects

The Public-Private-Partnership (P3) is increasingly promoted by both government
and private sector investors as the preferred model for developing infrastructure and
delivering services. However, there are nurnerous serious concerns that ought to be

addressed before considering the use of the P3 model for hospitals.

~ Pam Edwards et al, Evaluating PFI in Roads and Hospitals
- .. Association of Chartered Certified Accountants, Nov 20(

Experience of P3s: Cost overruns

P3 projects cost more than traditional design/build construction models because of
increased costs for legal and administrative fees, lengthy contract negotiations, higher
interest rates, and company profits. The example of the Abbotsford Hospital Regional
Hospital, the first P3 health project initiated in BC, highlights these problems:

« Construction costs for the Abbotsford Hospital have increased from an initial

estimate of $211 million to $355 million;
« Annual lease payments increased from $21 million to $40 million;
Total operating costs for the entire life of the project increased from $720 million

to $1.4 billion.

Higher procurement costs and increased delays:

Contract negotiations for P3 projects are more costly and time consuming. According to
the Value for Money report published by Partnerships BC, for the Abbotsford Hospital,
the procurement cost of a conventional public sector project would be approximately
$8 million. The procurement cost of the P3 project is $24.5 million. As well, the P3

www. bchealthcoalition.ca
info@bchealthcoalition.ca

%%E BC Health Coalition 7c1 6504.681.7945 Fax 604.681.7947
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procurement process delayed the project by several years.

In June 2006, top Fraser Health Authority executives told the BC government that they
did not want a P3 for a new facility in their region - the new Surrey Ambulatory Care
facility. The committee overseeing the project noted that with P3s “there is a lesser
ability to control design, longer lead times and additional risk,” and that "A P3 strategy

tends to be slower.”

Bed Reductions:

It is important to mention that British Columbia is closely following the British model for
P3s. In fact, many of the experts working for both government and the corporations
bidding on the P3 projects have corne from the UK.  So it makes sense to look at the
British experience to better understand what might be happening in British Columbia, in
this case in terms of beds. In Britain, a study published in the British Medical Journal
found that the high costs of private finance initiative, or PFI, (the UK equivalent to
PPPs), was associated with bed reductions of around 30%. The study also found a

cut in services and community facilities compared with other National Health Services

hospitals '

In 2005, the National Health Service Consultants’ Association (medical specialists) wrote
an apen letter to the members of the Canadian Medical Association, on the eve of a
CMA convention discussion on health care privatization. The letter said:

“We believe that you have already experienced PFI (name for P3s in Britain) for This

is another example of governments choosing quick, politically useful results without
concern for the long-term consequences . Inevitably PFI hospitals are more expensive,
as borrowing is at a higher rate and there has to be profit for the shareholders. As a
result, our first hospitals were too small. Now, although PFI hospitals must be at least
as large as those they replace, many defects are appearing and the repayments - the
first charge on the hospital’s budget — are causing financial problems. It is difficult to
find anyone in the UK now prepared to support PFI except those in government and

those set to profit from it.”

Abbotsford Hospital, a P3 hospital which will open in 2008 was originally planned to
have 300 beds, but after the contract with the private operator was signed, that number

was reduced to 260 beds.

1. Dunnigan, Matthew and Potiock, Allyson, "Downsizing of Acute inpatient Beds Associated with Private
Finance Initiative: Scotland’'s Case Study”, www.bmj.com

www. bchealthcoalition.ca
: .. info@bchealthcoalition.ca
' BC Health Coalition  7ci 604.681.7945 Fax 604.681.7947
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Effects on other health care services:

Where P3 financing has been used for health services in other areas, the high cost

of private financing has meant that there's less money to spend on bedside care.
According to Allyson Poliock, Head of the Centre for International Public Health Policy
at the University of Edinburgh, some 10,000 beds have been closed across England and
Wales since 1996, as the extra costs associated with the use of private finance have
forced local health trusts to cut costs in many services areas. The use of P3s to fund
health services and infrastructure is described by Pollack as resulting in the largest bed

closure pregram in UK history.

For example, Queen Elizabeth Hospital in London, is “technically insolvent” according
to its CEO and finance director; its problems relate to the high costs of its PFI contract.
Auditors Price Waterhouse Coopers stated that the hospital’s financial problems,
associated with the high fixed costs of its long-term PF1 contract, are ‘insoluble’. CEO
John Pelley stated “In traditional commercial terms we are insolvent”. ¢ Furthermore,
analysis by the Trust and by their auditors illustrated that the extra costs of its public-
private partnership contract adds an additional $9 million per annum when compared to
a conventionally financed public hospital. * These extra costs mean that the hospital
has had to reduce its patient services, as operating funds are diverted from patient care
to high operating and administrative costs associated with its public private partnership

contract.

The hospital has had to clese its "Hippos Day Care” children’s unit, which has seven
beds, and close six beds an the stroke unit to save £75,000, plus a further 19 bed
closures between May and October to recoup £300,000. * In total, the hospital’s deficit
and ongoing debts are forecast to reach £100 million over the next 3 years. °

Infection control

There is a growing recognition of the relationship between effective cleaning of
hospitals and long-term care facilities, and the health and safety of both patients and
staff. ® Contracting out of these services can contribute to falling standards. In a
literature review on the relationship between cleaning and infection control, researcher

Flagship PFI hospitai "technically bénkrupl", December 16 2005 The Guardian
www.guardian.co.uk/ frontpage/ story/ 0,1668839,00.himi
Ibidt
Chris Johnsonr. Up to 100 jobs to go Lewisham & Greenwhich News Shopper 29th March 2006

Ibid
Murphy, Janice. "Literature Review on Relationship Between Cleaning and Hospital Acquired Infec-

o

[ S N

tions”

www.bchealthcoalition.ca
info@bchealthcoalition.ca

<t BC Health Coalition  Tel 604.681.7945 Fax: 604.681.7947
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Janice Murphy took a close look at the experience with contracting out of cleaning
services in Britain and elsewhere. She observed, for example, that “Britain has been
plagued with problems with hospitals’ cleanliness since the National Health Services
(NHS) hired private contractors to clean hospitals in a misguided attempt to save money
and at the cost of reduced standards and services” and that the NHS’s audit of cleaning
services found that “where services are contracted out they are more likely to have

failed.” * Some identified areas of concern are:

Loss of control of specialized training required for the use of effective procedures,

equipment and materials;

« Loss of control of staffing levels;
« Higher staff turnover, increased sick time and absences from work;

+ Loss in service delivery flexibility and a corresponding lack of ability of cleaning
staff to respond to emergencies such as infectious disease outbreaks;

« lack of connection between infection control and housekeeping;

« Indirect and restricted access to housekeeping supervisors (via a Regional Call

Centre).

These problems, experienced in Britain and elsewhere, represent an increased risk to
patients, but also an increased risk to the public sector.

Supreme Court of Canada Health Services and Support v. British

Columbia (Bill 29) Decision

In June, 2007, the Supreme Court of Canada ruled that several provisions of B.C.'s
Health and Social Services Delivery Improvement Act (Bill 29), were unconstitutional,
atthough it suspended its declaration for a period of 12 months to allow the B.C.
government to address the repercussions of its decision. The Court decided that
sections 6(2}4), which gave employers increased power to contract out services, by
invalidating provisions in collective agreements, and section 9 (restriction of lay-offs and
bumping rights) violated health care workers’ freedom of association rights,

This decision provides a good example of why it is problematic to sign long term,
inflexible P3 contracts. In addition, the present uncertainty about the ramifications of

the decision make it particularly problematic to enter into a P3 contract right now.

The provisions of the Abbotsford Hospital P3 Agreement are illustrative.  This 33 year
agreement, negotiated in 2004, assigns risk for changes to labour law, which impacts

7 UK Pariament www.parliament. the-stationery-office co.uk/pa/cm2001 D2/cmselect/cmhealth/308

www.bchealthcoalition.ca
info@bcheaithcoalition.ca

BC Health Coalition  Tel 604.681.7945 Fax: 604.681.7947
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the contract, to the public sector, [t contains several provisions that treat such changes
(including court decisions) as variations to the contract, for which the private operator
must be compensated. Specifically, on the occurrence of a change of law, the private
operator “shall be entitled to seek compensation for any increase in the net cost of
performing the project Operations.” (section 38.2 Adjustments for Relevant Change

in Law). ¥ The operator is entitled to compensation for direct cost, which is defined

to include not only wages and benefits paid for labour, but also includes margins for

overheads and profits.

Decreased accountability:

P3 projects mean that less inforrnation about our health care system is available to
public officials. Important project information is excluded from public debate because
it is excluded from release because of “commercial confidentiality.” That means that
public officials have less access to key information about local health care decisions.

Construction Costs - Royal Jubilee Hospital case study

In May 2007, the provincial government approved funding for a new 320,000-square-
foot tower at Victoria's Royal Jubilee Hospital. The capital cost of the Royal Jubilee
Haospital project is estimated to be $269 million. The Province will be contributing $150
million, the Vancouver Island Health Authority will fund $19 million, and the Capital
Regional Hospital District is being asked to contribute $100 million. Consistent with

a provincial government directive, the building project is to be a for-profit, privately
financed and operated facility, or public-private partnership (P3), with a 30 year contract

term.

The timelines for the project are very short, with an intended completion date of April
2010.

The stated reason to complete the Jubilee Tower by 2010 is to "minimize cost
escalation”.  However, construction cost pressures are particularly associated with

the pre-election Olympic building period. Therefore, taxpayers in the Capilal Regional
District are likely paying a premium to meet the very tight completion deadline of 2010.

In comparison, in July, 2006, Directors of the Greater Vancouver Regional District’s
Translink Board voted to extend the construction period for the Skytrain - Evergreen

& The project agreements can be found at www abbotsfordhospitalandcancercentre.ca under ‘resources/

resource centre”.

www.bchealthcoalition.ca

o “ﬂ% info@bchealthcoalition.ca
%%;% 2 BC Health Coalition  Tci- 604.681.7945 Fax: 604.681.7947
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Line to 2011, in order to save $107 million of construction costs. The staff report
recommending delay cited benefits that included “better contractor resource availability
as Evergreen construction will be ramping up as much of the Olympic related

constriiction is winding down.” ~

The very tight time-frame for the Jubilee Tower will increase costs. In contrast, the
decision to delay the Evergreen project resulted in cost reductions related to both
risks and related costs. As well, there was a reduction in labour costs associated with

extended construction shifts,

A BC Construction Roundtable forecast for BC's construction industry predicts that BC's
strong growth phase, propelled by the “Olympic growth spike” will continue to 2010,
then decline, as will both employment growth and labour force growth. Similarly, unit
labour costs are predicted to fall after 2010. ' Both cost containment and employment

stability for Capital Regional residents would benefit from delay.

Construction Costs Estimate: Bias Against the Public Sector

The Vancouver Island Health Authority Project Report also sets a price for public sector
construction of the hospital, based on an assumption that the construction costs will
increase at a rate of 12% per year. Although the pre-Olympic projects and other
construction projects are driving costs up, the assumption of 12% annual increases is
questionable, Construction costs did increase as much as 11% per year until recently,
but several factors (such as the downturn in the American construction industry) caused
forecasters such as BTY Group to predict a much lower annual increase of from 5 to

7% per annum, until 2010. This is significant, since the assumption about very large
cost increases are included in the estimate of how much it would cost to build the
Jubilee Tower publicly, as opposed to privately, and therefore could significantly but

inappropriately favour the private sector option.

The Auditor General of British Columbia relied on BTY Group’s construction inflation
predictions in his report on the Olympics, in 2006. That report also predicts a
decline in construction inflation.  {as noted above, BTY is now predicting even lower

construction infiation).

9. Evergreen Line — Project Definition Update, July 11, 2006, www.translink.bc.ca
10. “The Economic Quttook and BC's Construction Industry”, BC Construction Roundiable, Helmut
Pastrick, Chief Economist, Credit Union Central of British Columbia, January 25, 2007

o @ & www.hchealthcoalition.ca
- L. info@bchealthcoalition.ca
Zo 2@ BC Health Coalition  1¢l 604.681.7945 Fax: 604.681.7947
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CRD Board Members and Councillors throughout the Regional District need to be
provided with the business case analysis, and the sources for assumptions such as this

one.

In addition, the CRD board needs to be provided the range of costs with a varety of
assumptions (ie. a sensitivity analysis). If it is assumed that construction costs will only
increase 7% per year, for example, the cost to build the hospital in a traditional manner,
rather than a P3 project, would be reduced from $269 million to $251 million, a public
sector savings to the taxpayer of $18 million. If construction costs only increase 5%
per year, the cost would be slightly less than $243 million, for a savings of $25 million.
If this project is built as a P3, the comparison with the private sector costs needs to be
with these more realistic range of estimates of a public sector cost of $251 million to

$269 million (see Appendix for costing chart).

11. Office of the Auditor General of Brittsh Columbia, 2006/2007 Report 2 — The 2010 Olympic and Para-
lympic Games, page 25

www. bchealthcoalition.ca
- . info@bchealthcoalition.ca
%z BC Health Coalition 71ei 604.681.7945 Fax: 604.681.7947
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Conclusion

The BC Health Coalition has serious concerns about P3 health projects:

. Cost overruns

. Higher procurement costs and increased delays

. Bed reductions

. Effects on other health care services

. Infection control

. Supreme Court of Canada Health Services and Support vs. British
Columbia (Bill 29) Decision

. Decreased accountability

. Construction costs

Appendix

Sensitivity Analysis: Construction costs assuming varying
levels of construction inflation.

- Totai onglnal cost .. .. . .269,000000
- Original scenarlo (12% mﬂatlon per year) " Cost variance w. original
: - Cost Y Costw. inflaton .~ T T
- Year 1 T 113,300,000 126,896,000
‘ Year 2 126,896,000 142,123,520

' " Total cost 269,019,520
'Modlﬁed scenarlo 1 (7% mﬂatlon per year)
: ; Cost” | "Costw. inflation
‘Yearl 113,300,000 : 121,231,000
* Year 2 - 121,231,000 129,717,170
, L aad 250,948,170

18,071,350

' Maodified scenario 2 (5% inflation per year)
" : Cost O Cost w. inflation
CYear1 U 77 7113,300,0007 118,965,000 .
Year2 1 118,965,000 ¢ 124,913,250
T T T 545878250 25,141,270

COPE4%] KC/MOH

www.bchealthcoalition.ca
. info@bchealthcoalition.ca
BC Health Coalition 71c: 604.681.7945 Fax: 604.681.7947
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