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Message from the Chair

We are pleased to present an updated service plan for Partnerships British Columbia
Inc. (Partnerships BC) for the period April 1, 2005 to March 31, 2008. The plan
published in February 2005 has been updated to reflect the direction of the new
government, as well as any material changes in Partnerships BC'’s direction or plans.

After our second full year of operation, the company is achieving tangible results and is
emerging as a leader in Canada for public private partnerships. In 2004/05, we
successfully negotiated and signed contracts for four public private partnership projects;
these projects, with a combined capital value of approximately $500 million, are now
under construction. We are particularly pleased that the first of these projects to reach
financial close, the Sierra Yoyo Desan Resource Road, was awarded the 2004 National
Gold Medal for Innovation and Excellence by the Canadian Council on Public Private
Partnerships. As of September 2005, two additional projects, the William R. Bennett
Bridge Project, and the Sea to Sky Highway Improvement Project, with a combined
capital value of approximately $740 million, have also reached financial close.
Partnerships BC has made a commitment to disclose the value for money that has been
achieved in its public private partnerships agreements, and is meeting this commitment
by releasing Value for Money Disclosure Reports on all major projects once they have
reached financial close.

Partnerships BC is currently engaged in a range of high-priority projects that will provide
much needed infrastructure for communities and regional economies in British
Columbia. These include building new roads and bridges in the Kootenay, Okanagan,
Peace River and Lower Mainland regions, and the development of health services
infrastructure. Several projects are in the competition phase and many more are in
earlier stages of the development process. In addition, we have been retained by the
Yukon Territorial Government and by Partnerships Quebec to advise on public private
partnerships.

In 2004/05 Partnerships BC refined its business model with a view to better achieving
corporate objectives. The company was reorganized to focus on creating new
partnership opportunities, the development of a public private partnership centre of
expertise, and the development and maintenance of high standards of client service and
public disclosure. This shift has been supported by the recruitment of an experienced
professional core, and the implementation of management information, risk management
and accounting systems to meet governance and financial accountability requirements.

In 2005/06, Partnerships BC will build upon this foundation, placing a high priority upon
finalizing contracts for the projects that are currently in the market, developing new
projects that offer opportunities to strengthen and improve public infrastructure, and
realizing the benefits of the centre of expertise. The Partnerships BC business plan is
focused upon the following core objectives:

¢ the timely delivery of more capital projects;
e increasing competition and innovation in procuring major capital assets;
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transferring appropriate risks to the private sector;

achieving value for money for taxpayers;

maintaining fair, open and transparent procurement processes;

expanding the use of performance standards in government and serving the
public interest by maintaining these standards on an ongoing basis; and

e attracting international expertise and capital to B.C.

These initiatives will be led by our diverse and experienced Board of Directors, who will
be working with a skilled team of employees. Partnerships BC will continue to strive to
advance its projects, develop new ones and realize the benefits of what we believe is an
exciting approach to building a stronger B.C. economy and providing more effective
services to the people of B.C.

Partnerships BC’s 2005/06 — 2007/08 Service Plan was prepared under the direction of
the Board of Directors in accordance with the Budget Transparency and Accountability
Act. The Board will hold management accountable for the contents of the plan, including
the selection of performance measures and targets, and for ensuring that Partnerships
BC achieves its specific objectives identified in the plan. The plan is consistent with the
Government’s strategic priorities and overall service plan. All significant assumptions,
policy decisions, and identified risks as of September 2005 have been considered in
preparing the plan.

Sincerely,

I <

Rick Mahler
Chair

September 14, 2005
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Introduction

Public private partnerships are a procurement alternative within the Provincial
government’s strategy for delivering capital assets. They can provide an opportunity to
improve and modernize public services infrastructure while delivering better value for
money than alternative procurement methods.

The Province of British Columbia’s Capital Asset Management Framework encourages
public sector agencies to consider all potential ways to meet their service delivery goals,
and to choose the method that meets those goals most effectively. Along with traditional
methods, agencies are required to consider creative approaches such as leveraging
assets, making better use of existing facilities, seeking more efficient ways of delivering
public services, and pursuing options such as public private partnerships.

Public private partnerships are contractual arrangements between government agencies
and private partners, combining the best of both partners’ experience and expertise, and
allocating project risks to the partner best able to manage them. Such contracts require
clear, legal definitions of each party’s responsibilities, typically over both the construction
and operations phases of the project.

The overriding objective is value for money. Research has shown that public private
partnerships can deliver improved products at optimal lifecycle costs and can benefit all
parties, including taxpayers. The private sector benefits from new business opportunities
in a growing market. The Provincial government achieves more effective procurement,
service enhancements and innovation, cost savings and risk transfer, while retaining
responsibility for public service delivery and the public interest on an ongoing basis.

Organizational Overview

Partnerships BC was created in May 2002 to support the Provincial government’s
strategic plan to deliver public services effectively and affordably. The company works to
“pursue public private partnerships that will improve customer services, maximize private
sector investment and minimize costs to taxpayers.”

Partnerships BC delivers its services through a client relationship with government
ministries and agencies. Partnerships BC works with these clients to identify, assess and
procure public private partnerships that assist the agency in meeting its public interest
and service objectives. PBC delivers these services through its own expertise and by
working closely with external consultants, as well as enhancing relationships between
the public and private sectors.

Partnerships BC currently employs 31 staff in two offices located in Vancouver and
Victoria. Partnerships BC is how organized into three functional areas -- partnerships

! B.C. government Speech from the Throne, February 11, 2003
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development; corporate and government relations; and policy and best practices; and
two administrative functions — comptroller and corporate secretary and legal counsel.

Board of Directors

CE.O.
VP Partnerships VP Policy & Practices Comptroller Corporate Secretary & Legal Counsel VP Corporate & Government
Development Relations
Victoria Senior Financial Officer Communications

Administration

Vancouver Administration
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Corporate Overview

Partnerships BC is a company owned by the Province of British Columbia (the Province)
and governed by a Board of Directors reporting to its shareholder, the Province
represented by the Minister of Finance. The company was incorporated under the British
Columbia Company Act, legislation that is continued under the new British Columbia
Business Corporations Act. The company’s core business is to:

e provide expert services to the Provincial government and its agencies in the
procurement of major public projects, ranging from advice to business
transaction and procurement management, to overall project management;

o identify new opportunities to enhance the effectiveness of major capital asset
procurement through public private partnerships;

o foster a business and policy environment for successful public private
partnerships by offering a centralized source of knowledge, understanding,
expertise and practical experience in public private partnerships; and

e manage an efficient and leading edge organization that meets or exceeds
performance expectations.

The company'’s primary clients are public sector agencies, including ministries, crown
corporations, health authorities, advanced education institutions, plus other governments
including local government. To serve these clients effectively, Partnerships BC is also
working to build strong relationships with private sector partners such as businesses,
investors, the financial services sector and providers of construction, engineering and
facilities management services.

The company’s organization, staffing and governance reflect and support this bringing
together of public and private sector interests to best serve public needs. For example,
Partnerships BC project directors and consultants have a mix of skills and expertise from
both sectors and the company has offices in both Vancouver and Victoria to serve both
sectors effectively.

Partnerships British Columbia reports through its Board of Directors to the Provincial
Government represented by the Minister of Finance. The Board of Directors was
appointed July 15, 2003 with Directors drawn from the public and private sectors. The
board was appointed to enable the company to further its goals of providing public
infrastructure and services in an effective and affordable way. The Board has two key
functions, to provide governance and oversight for the company and to review potential
partnership opportunities.
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Board Committees

The Board of Directors is supported by two subcommittees:

The Audit and Risk Management Committee reviews, recommends and, in some cases,
approves financial statements and other financial information. This includes audited
financial statements, quarterly financial statements, the annual report and any quarterly
reports, the annual service plan, annual business plan and operating and capital budgets
and any budget presentations to government. The committee also reviews the
company’s risk management, internal controls and information systems.

The Human Resources and Governance Committee assists the Board with human
resource issues, compensation matters and the establishment of a plan of continuity and
development of senior management. The committee also provides a focus on corporate
governance to enhance the performance of the company.
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Products and Services

Partnerships BC products and services are critical to the Province’s ability to undertake
the procurement and construction of complex capital projects, specifically those involving
the utilization of private sector expertise, services, and capital.

Partnerships BC has several key advantages relative to its unique service offering:

Partnerships BC was created to centralize and develop public private
partnership expertise, documentation, processes and experience — for the
benefit of all of Partnerships BC's clients;

Partnerships BC provides a full spectrum of services on a turnkey basis,
allowing clients to focus on their core businesses and accountabilities while
Partnerships BC focuses on the administrative and contractual requirements
of managing a public private partnership process;

Partnerships BC provides full integration of its services and third party,
professional advisory services (project management, accounting, financial,
legal) necessary to successfully conduct a competitive procurement process;

Partnerships BC's varied project experience provides a knowledge bank of
best practices (e.g. documents and procedures) from which new projects can
benefit —helping to achieve a variety of objectives such as reducing
procurement costs on new projects; and

As a government-owned entity, with an experienced and highly qualified
Board of Directors, Partnerships BC has a high degree of understanding and
insight into both the public and private sectors, thereby providing a strong
capability to validate public private partnership proposals from a commercial
perspective.

Some of Partnerships BC'’s specific products and services include:

procurement management;

project management;

best practices documentation, procedures and experience;
development of new partnership structures;

business case development;

partner identification and market sounding;

advice on contract negotiations;

advice on government approval processes; and

advice on communications strategy and implementation.
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Strategic Context

Vision

Partnerships BC serves the public interest by structuring and implementing public private
partnerships that provide taxpayers value for money. The company is committed to
commercial viability, transparent operations, and achieving and being recognised for
innovation, leadership and expertise in public procurement.

Partnerships BC promotes, enables and assists in the structuring and implementation of
public private partnership projects. It works with public sector agencies and private
sector partners to create agreements that combine the best aspects of private sector
expertise and public sector stewardship by:

Values

selecting partners through a competitive, fair and transparent process that
delivers the best product or service at the best price;

ensuring the transfer of appropriate risk;

instilling a pay-for-performance system based on the private sector's ability to
meet standards set by government;

ensuring the public interest is served in each project; and

attracting international expertise and capital to British Columbia.

Corresponding Leadership Philosophy

Obtaining Value o

for Money

Serving the

Public Interest

Competition and

Transparency

Strong

Accountability

Respect and
Integrity

explore and encourage innovation, new ideas and partnerships for
infrastructure solutions that result in value for money, and

explore opportunities to increase social, economic, environmental, or other
benefits derived from infrastructure investments

ensure that public interest issues such as safety, privacy, and transparency
are assessed and protected in developing solutions to infrastructure
challenges, and

provide public agencies with tools and support to identify, evaluate, allocate
and manage risk effectively

ensure that all activities engaged in by Partnerships BC and its staff maintain
the highest levels of fairness and openness

measure and report on performance at all levels, and
recognize achievement and develop best practices from lessons learned

focus on clients, provide leadership, encourage teamwork and value diversity
and differences of opinion, and

protect confidentiality of commercial information
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Planning Context

A number of factors will affect Partnerships BC’s ability to do business in the coming
years, presenting both risks and opportunities. As described below, the company has
developed strategies for managing risks while pursuing opportunities.

As part of its internal risk management process, in 2004/05 Partnerships BC contracted
with the Office of the Comptroller General (OCG) to facilitate an internal Enterprise Wide
Risk Management (EWRM) assessment, focusing on general corporate risks
Partnerships BC is facing. Partnerships BC is committed to building upon this initial work
to further refine the risk assessment and the strategies developed to mitigate and
manage risks. A similar process will be conducted on an annual basis.

Key risks, as identified through Partnerships BC’s ongoing approach to risk
management, are as follows:

Scope of business, focus and client base

Partnerships BC was created as part of the Provincial government’s strategic plan to
deliver public services more efficiently. As such, it has unique opportunities to work
with public agencies and the private sector to develop creative solutions to
infrastructure challenges and support a vibrant provincial economy. Partnerships BC
also plays an influential role by ensuring that the Province has the information and
materials it needs to make sound decisions regarding potential public private
partnerships arrangements, helping to ensure they are viable from an economic,
social and public interest perspective.

Partnerships BC's ability to execute is dependent upon the scope and nature of its
engagements with client agencies. This underlines the need for Partnerships BC to
work closely with the Province to ensure that partnership arrangements are
consistent with the Provincial government’s strategic priorities.

Partnerships BC’s business model is focused primarily on pursuing and
implementing public private partnerships for the Province. Therefore, its client market
(provincial agencies) and its service offering (public private partnership focus) are
relatively narrow, and this focuses business development opportunities.

Actions to manage risk and optimize opportunities related to business scope include:

0 working to expand its potential client market to include other levels of
government and other jurisdictions;

o focusing on providing quality outcomes to existing clients to increase
confidence and encourage future engagements;

0 consulting regularly with government agencies to understand their
needs and identify project opportunities; and

0 applying rigorous business case analysis to ensure that qualitative
factors such as a project’s social, environmental and public interest
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impacts are identified and addressed along with financial impacts and
service outcomes.

Public private partnership market and capacity

The public private partnership market in Canada and internationally is in the early
stages of development.

As a result, capacity in B.C. is growing and competes with other jurisdictions. In
addition, strong growth in construction activity in B.C., nationally and internationally,
means Partnerships BC must continue to work to attract private companies to the
market.

Partnerships BC will develop relationships with stakeholders and business partners
and will standardize practices to support market development. The company will
work to understand the international market and broaden the Canadian market
through a variety of research and outreach activities.

However, capacity growth in B.C. will be in direct competition with other jurisdictions
and with other business opportunities firms may have within the province. External
factors will therefore play a significant part in Partnerships BC'’s success and the
company may face challenges related to:

growth of public private partnership markets in competing jurisdictions;
general private sector interest in public private partnerships worldwide;
development of private sector public private partnership capacity within B.C.;
capacity of the construction sector within B.C.; and

B.C. population growth and demographic shifts.

To meet these challenges, Partnerships BC will:

e continue to develop relationships with other public private partnership
stakeholders and business partners. This will ensure the continuous transfer
of knowledge related to best practices. It will also support the development of
a vibrant B.C. public private partnership community, providing resources that
will help offset capacity-related risks;

e continue holding discussions with other provincial governments to broaden
the Canadian public private partnership market and enhance the expansion
of best practices;

e continue to engage in dialogue with, and monitor the activities of, public
private partnership organizations and stakeholders around the world. For
example, jurisdictions such as the United Kingdom and Australia have mature
public private partnership markets and Partnerships BC is learning from their
experiences;

e encourage business-partnering opportunities within and outside B.C. through
education and awareness;
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e conduct research and market sounding in advance of project implementation
as a key step in business case analysis to ensure the presence of a viable
market; and

e ease the way for private sector partners to do business in B.C. by, for
example, providing certainty and consistency in procurement processes and
working to reduce private sector bid costs.

Reputation risk

Reputation is compromised when an organisation's performance, ethics or
experience with stakeholders suffers. The ability of Partnerships BC to provide
guality service and foster market growth is directly tied to the reputation of the
company and the demonstrable success of its projects. A strong reputation will
attract more clients, improve relationships and generally assist with the growth of the
market in B.C. and Canada. Corporate identity (brand) is a function of the success of
the company’s relationships with stakeholders including the shareholder, the
Province, client ministries and agencies, other levels of government, industry, the
public and the media. Relationships with these various stakeholder groups must be
nurtured if Partnerships BC'’s corporate identify is to remain strong and worthy of
stakeholder confidence.

Reputation is a difficult risk to manage given its intangible nature, but reputation risk
management is an important part of effective corporate governance.

Partnerships BC employs the following risk mitigation strategies to address
reputation risk:

o Partnerships BC is functionally organized to focus upon the use of Best
Practices in all Partnerships BC activities to help ensure quality of service
and successful projects;

Partnerships BC places a high priority upon disclosure and transparency;

o Partnerships BC corporate strategy is aligned with stakeholder expectations;

e Partnerships BC regularly seeks feedback from all market participants and
clients and ensures that concerns and criticisms of its operations are
addressed; and,

o Partnerships BC will continue to ensure that its Board and staff operate at the
highest levels of integrity.
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Internal experience and capacity

Partnerships BC is continually building the experience and skill sets it needs to be a
leader in providing public private partnership products and services. At the same
time, Partnerships BC faces the challenge of balancing demand for its services with
its corporate capacity to ensure successful performance at both the project and
organizational levels. To meet these challenges, the company has developed an
approach to human resources that:

e ensures Partnerships BC'’s professionals have the right mix of skills and
expertise for the expected project flow;

¢ emphasizes and facilitates continuous learning and improvement and
includes the development of a corporate knowledge management system that
makes best practices readily available to all staff; and,

e optimizes staff retention and works to minimize key person turnover.
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Key Strategic Issues

In 2004/05 Partnerships BC completed its first full year of operations with a new Board of
Directors and CEO. Partnerships BC continued to refine its business model and its
goals, strategies and performance measures as the practical reality of direct experience
on projects began to influence the company and its approach.

2004/05 was Partnerships BC'’s first year where tangible successes were achieved.
Financial close was reached on four major projects including the Sierra Yoyo Desan
Road, the Vancouver General Hospital Academic Ambulatory Care facility, the
Abbotsford Regional Hospital and Cancer Centre, and the Britannia Mine Water
Purification project. In the first quarter of 2005/06, financial close was reached on the
Okanagan Lake Bridge project and the Sea-to-Sky Highway Improvement Project.

Partnerships BC is successfully developing the public private partnership capacity in
B.C. and provides advice and support to a number of other jurisdictions including the
Yukon Territory, Alberta, Ontario, Quebec and Taiwan.

To further augment its capabilities and to respond to business needs, Partnerships BC
has restructured its operations to create three strategic service units to support the
company’s project focus: partnerships development; policy and practices, and corporate
and government relations. The financial administration unit was retained. These
business units, and their mandates, are described in the diagram below.
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Functional Accountabilities

Partnership
Development

Policy and Practices

Corporate and
Government Relations

Financial
Administration

Manage business
development
initiatives

Enable
development of
new public private
partnership
structures and
opportunities
Manage client
coverage and
service quality
Approve pricing
and terms of
engagements
Expedite public
sector approvals

Develop policy and
best practice
templates
Implement best
practices
Provide
procurement
services

Market
Partnerships BC
best practices

Manage external
corporate relations
Manage
government
relations

Manage corporate
and project
communications
Lead work with
other provinces to
develop the
partnership market
Promote centre of
expertise

Manage internal
human resources

Prepare financial
statements
Maintain
management
information system
Monitor relevant
business
benchmarks
Prepare project
P/Ls

Manage audit

Project Teams: Project Directors, Project and Communications Consultants

A performance-based human resource strategy has been developed and implemented,
such that all employee individual performance plans are tied directly to corporate
performance. In addition, corporate performance is benchmarked against similar
professional services firms in the private sector.

Partnerships BC has implemented corporate and individual performance goals that
support the objectives of each of the three service areas. In addition to their
responsibilities for specific projects, employees, as part of their performance evaluations
are responsible for assisting with partnership development, corporate and government
relations and the development and retention of best practices.

Company officials will continue to participate in seminars, public speaking engagements
and conferences. Partnerships BC has updated its web site including new information on
current and completed projects, Value for Money Disclosure Reports and best practices.
Partnerships BC also continues to expand its business directory, further supporting the
growth of public private partnership awareness and capacity.

The Partnerships BC Board of Directors has also identified, within the context of these
goals, a number of strategic issues for the company to focus on in 2005/06 to ensure the
six corporate goals are properly met. These strategic issues include:

e enhancing the Partnerships BC business model to maximize value-added for
clients;
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o implementing a business development strategy to meet the company’s goals
for new engagements;
maintaining an effective focus in Partnerships BC’s communications strategy;
o realizing the benefits of the centre of expertise; and
o further developing a long term relationship with the Provincial Government.

These strategic issues identified by the Board were supplemented by issues identified by
the marketplace. Expectations of Partnerships BC by the market include meeting
competition milestones, maintaining a strong flow of projects, expansion into new
sectors, and the continued and improved provision of expertise and standardization to
help reduce transaction and bid costs.
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Goals

Building on the progress made in 2004/05 and reflecting the evolving vision of the
company and its Board of Directors, the company now has six goals:

to pursue, structure and implement public private partnerships;

to satisfy clients;

to become commercially viable;

to serve the public interest and ensure competitive, fair and transparent

processes;

¢ to be widely recognized as a centre of excellence for innovation, leadership
and expertise in public private partnerships; and

¢ to build and retain the Partnerships BC team.

Partnerships BC’s Board has directed the company to ensure that emphasis is given to
the primary goal of pursuing, structuring and implementing public private partnership
projects. This direction is consistent with the intent of the shareholder when the company
was originally created.

These goals are described below, along with the company’s strategies for achieving
them. Performance measures and targets for each goal are listed in the chart on page
24. Measurement of performance against these benchmarks for 2004/05 has been
reported in the 2004/05 annual report and is reviewed in this document.

Performance measures are both qualitative (e.g. those related to probity and fairness)
and quantitative (e.g. standard measures of commercial viability). This balance reflects
the company’s commitments to meeting the objectives of its Financial Plan together with
meeting broader public interest objectives.

Measures and targets will be refined and improved upon as goals are met or exceeded.
Further improvements will be made in the years ahead as Partnerships BC becomes a
more mature organization.

Partnerships BC made minor clarifications to goals, strategies and measures after the
publication of last year’s service plan. The changes are detailed in Partnerships BC’s
2004/05 annual report and are reflected in this service plan update. See Appendix 1 for
details. In addition, Partnerships BC has made adjustments to strategies and
performance measures in the first quarter of 2005/06 and these changes are noted
below.
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Objectives, Strategies and Performance Measures

Goal 1 —To Pursue, Structure and Implement Public Private Partnerships

Partnerships BC’s primary mandate is to enable and facilitate public private partnerships
that benefit British Columbians, both economically and in terms of protecting the public
interest. Partnerships BC’s measures of its ability to structure and implement public
private partnerships are meeting project milestones and the number and type of new
projects initiated. The following strategies have been developed accordingly.

Objectives

¢ meet milestones in existing client engagements
develop new business and enter into new engagements (i.e. contracts with
clients)

e develop new public private partnership structures in strategic, target sectors

Strategies

¢ identify and apply best practices from project to project to help ensure
continuous improvement

e continue to build and improve upon relationships with public sector client
agencies

o develop internal performance measures for Partnerships BC and its staff
which tie individual and collective success to the achievement of milestone

events

e ensure that business development is a key component of the work of all
senior staff

e continually seek out business opportunities with new, potential and existing
clients

e develop a presence in the business community to ensure Partnerships BC is
recognized as the key catalyst for success in public private partnership
projects

e enter into Public Private Partnership Development Agreements with
Ministries/agencies in strategic sectors

Performance Measures

e project milestones achieved
e pilot engagements in key sectors
¢ engagements with clients other than the Province of British Columbia

Partnerships British Columbia Service Plan Update 2005/06 — 2007/08 20



Goal 2 — To Satisfy Clients

Partnerships BC is committed to ensuring that public sector clients are provided with the
highest standard of service available, and that they are satisfied with the quality of
services. To ensure that this is happening, the company will employ the following
strategies.

Objectives

e meet or exceed client expectations

Strategies

o formalize methods for obtaining and measuring client input. This includes
identifying what clients value most from Partnerships BC and ensuring that
client feedback translates into service improvements that exceed
expectations

o develop mechanisms to turn client input into strategies for service
improvement

Performance Measures

¢ client survey results indicate Partnerships BC performance meets or exceeds
client expectations
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Goal 3—-To Become Commercially Viable

Partnerships BC is committed to ensuring it is a commercially viable organization by
2005/06 fiscal year, with the ability to maintain viability on an ongoing basis. Commercial
viability requires that revenues meet or exceed expenses, whether or not the
Government Services Agreement with the Province is continued.

The current Government Services Agreement extends to March 31, 2008, and may or
may not be continued, and which can be amended/terminated with six months notice.
Under the current Agreement, Partnerships BC is engaged to:

help agencies identify and assess public private partnership opportunities;

e develop provincial public private partnership policy;
develop best practices for public private partnerships and alternative
procurement;

e explore opportunities in other jurisdictions to expand the application of best
practices across Canada; and,

e provide other advisory and consulting services directly to the Province and/or
clients on an ongoing basis whose costs are not attributable to a specific project.

Objectives

e sustainable commercial viability by 2005/06
e implement multi-year Government Services Contract

Strategies

e ensure that engagement agreements require the payment of fees
commensurate with the cost of services provided

e ensure that Partnerships BC's resources and cost structure are appropriate
for the expected workload

e prudently manage expenses and internal costs
build an equity base as a contingency for business fluctuations

e structure contracts with milestone payments to develop a stable cash flow

Performance Measures

e meet Financial Plan targets
e equity exceeds six months operating expenses
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Goal 4 — To Serve the Public Interest and Ensure Competitive, Fair and
Transparent Processes

Partnerships BC shares with its public sector clients a commitment to managing its
projects such that the public interest is served. The company is committed to ensuring
that its operations and projects are delivered in the most transparent manner possible,
demonstrating fairness, integrity and value for money — while protecting confidential
information and commercial interests.

Given that public private partnerships often involve large, high profile, complex projects,
it is essential that the public interest is not only served, but seen to be served. All
stakeholders must have a degree of comfort with the process involved in bringing a
public private partnership project to fruition. Fairness, integrity and value for money must
be clearly demonstrated — while protecting confidential information and commercial
interests.

This is not a simple goal, given the commercial complexity that often accompanies a
public private partnership project. However, Partnerships BC is committed to ensuring
that its operations and projects are delivered in the most transparent manner possible.

Strategies to achieve this goal have been revised as reflected in Partnerships BC's
2004/05 annual report, for the purpose of clarity, and to explicitly include the publication
of Value for Money and Fairness reports as strategies.

Objectives

e demonstrate value for money in all projects
e ensure all processes are transparent, fair and competitive

Strategies

e develop business plans that provide a solid foundation for decision making,
based on assessment of a full range of quantitative and qualitative factors

e ensure that business plans incorporate rigorous financial analysis, risk
assessment and management tools to ensure that project risks are properly
identified and appropriately allocated and managed

e publish a Value for Money Report and, as appropriate and requested by the
client, a Report of the Fairness Auditor following the financial closing of each
project, and disclose all documentation not deemed to be commercially
sensitive.

Performance Measures

e publish Value for Money Disclosure Report after financial close has been
reached

e obtain fairness and probity opinions on projects as appropriate and requested
by the client, for example, where the size, scope or nature of the project
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warrants the use of fairness reviews (This performance measure has been
revised in the first quarter of 2005/06 in recognition that not all projects
warrant the use of fairness reviews.)
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Goal 5 - To Be Widely Recognized as a Centre of Excellence for Innovation,
Leadership and Expertise in Public Private Partnerships

One of Partnerships BC’s broad objectives is to create a world class centre of excellence
and expertise for public private partnerships in B.C. The company endeavours to ensure
that best practices are identified and transferred from one project to the next, and that
British Columbia becomes recognized as an attractive market for public private
partnerships.

Strategies have been revised as reflected in Partnerships BC’s 2004/05 annual report,
for the purposes of clarity, and to recognize the importance of knowledge management
as an emerging strategy.

Objectives
e implement a Partnerships BC best practices strategy

¢ demonstrate benefits of a centre of excellence and expertise

Strategies

o implement a knowledge management system to capture and incorporate best
practices

¢ implement a stakeholder outreach program to increase visibility and
appreciation of Partnerships BC in the broader international market

e attract new market participants to the British Columbia market, thereby
creating more scope for competition and innovation,

e undertake business development for Partnerships BC'’s services beyond core
provincial government client agencies

e participate within and outside British Columbia at conferences and workshops

e continually assess and appraise the quality of services provided by
Partnerships BC with clients, external stakeholders such as public private
partnership service providers (e.g. advisors), project participants and private
partners

Performance Measures

e annual examples of best practices established, acknowledged and adopted
within the Provincial Government and by other governments
revenue generation from clients outside the provincial government

¢ new market participants in B.C.
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Goal 6 - Build and Retain the Partnerships British Columbia Team

In the February 2005 service plan, Partnerships BC introduced a new goal to help
ensure it also focuses on its most important resource — its people. The ability of
Partnerships BC to meet its goals depends on its ability to attract and retain high quality
staff.

Partnerships BC occupies a specialized service niche in that its clients are entirely public
sector agencies. At the same time, delivery of successful projects also requires in-depth
knowledge of the private sector - knowledge and understanding of the particular needs
of each sector is critical. Conversely, the kind of experience and expertise required for
complex procurement, private finance initiatives and contract negotiations is highly
valued by both sectors. Partnerships BC needs to ensure that its culture and
compensation structure remain competitive in order to retain and attract the best team.

Objectives
e improve professional competencies and attract and retain high quality people

Strategies

e develop and implement an updated human resources strategy
o implement a targeted training program for staff

Performance Measures

o measures will be set based on issues identified through client and employee
feedback

o employee satisfaction
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Summary Table — Performance Measurements, Targets

and Benchmarks

Goal 1 — Pursue, Structure and 04/05 05/06 06/07 07/08
Implement Public-Private Partnerships Results” Targets Targets Targets

e  Project milestones achieved e All controllable Positive Positive Positive

e Pilot engagements in key sectors project milestones assessment by assessment by assessment by
. met Board of Board of Board of

Engagements with clients other than
the Province of British Columbia

e Four financial
closings
e New engagements in

Directors of
milestones and
new

Directors of
milestones and
new

Directors of
milestones and
new

health and advanced | engagements engagements engagements
education achieved achieved achieved
e Three engagements
with clients outside
of the Province
Goal 2 — Satisfy Clients
e Client survey results indicate e Client review system | Client Client Client
Partnerships BC performance developed and satisfaction satisfaction satisfaction
meets or exceeds client implemented report shows report shows report shows
expectations e 100% satisfied with expectations expectations expectations
commitment to met/exceeded met/exceeded met/exceeded

client success

e 68% satisfied with
current resources

e Results will be used
to set benchmark

Goal 3 — Become Commercially Viable

Meet financial plan targets
Equity exceeds six months
operating expenses

e Did not meet
financial plan target:
net income below
target at $289,516

e Equity exceeds one
year’s operating
expenses

Targets met

Targets met

Targets met

Goal 4 — To Serve the Public Interest and Ensure Competitive, Fair and Transparent Processes

Publish Value for Money Disclosure

¢ VFM reports

100% reports

100% reports

100% reports

Report on all projects after financial published on four published published published
close has been reached projects which
e Publish fairness and probity reached financial
opinions on projects where size and close in 04/05
scope warrants fairness review o Positive fairness
opinions delivered
on two projects
where fairness
auditors were
engaged.
Goal 5 — To be Widely Recognized as a Centre of Expertise
e Annual examples of best practices e Advancement of Examples Examples Examples
established, acknowledged and Centre of published published published

adopted within the Provincial
government and by other
governments

Excellence, based
on:
¢ Management

Revenue from
non-BC sources

Revenue from
non-BC sources

Revenue from
non-BC sources

" Results have been added here based on those reported in the June 2005 annual report.
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e Revenue generation from clients
outside the provincial government
e New market participants in B.C.

structure developed
Two awards
Positive media and
stakeholder
feedback achieved
Synergies across
projects
demonstrated
Revenue from three
non-B.C. clients
New market
participants
including ABN
Amro, AMEC and
Ledcor

Number and
size of new
market
participants

Number and
size of new
market
participants

Number and
size of new
market
participants

Goal 6 — Build and Retain the Team

e Measures will be set based on
issues identified through client and
employee feedback

o Employee satisfaction

Employee
satisfaction survey
and client
satisfaction survey
were both
developed.
Employee
satisfaction results
range from 87.6% to
69.2%. Results will
be used to develop
benchmarks for
future years.

Measures will be
set based on
issues identified
through client
and employee
feedback

85 % employee
satisfaction

Measures will be
set based on
issues identified
through client
and employee
feedback

85 % employee
satisfaction

Measures will be
set based on
issues identified
through client
and employee
feedback

85 % employee
satisfaction
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Linkages to Government Strategic Priorities

The Government outlined five goals in the February 2005 Throne Speech, focusing on
education and literacy, health and physical fitness, support for persons with disabilities,
special needs, children at risk and seniors, sustainable environmental management, and
job creation, detailed as follows:

Public private partnerships provide a foundation for all of these goals by delivering major
capital projects that meet public needs at minimum lifecycle cost and with an optimum
sharing of risks between the public and private sectors.

Goal 1: To make B.C. the best educated, most literate jurisdiction on the continent
Goal 2: To lead the way in North America in healthy living and physical fitness

Goal 3: To build the best system of support in Canada for persons with disabilities,
special needs, children at risk and seniors

Goal 4: To lead the world in sustainable environmental management, with the best air
and water quality, and the best fisheries management, bar none.

Goal 5: To create more jobs per capita than anywhere else in Canada.

Partnerships BC supports goals 1-4 by providing necessary infrastructure to B.C. as
quickly and efficiently as possible. Meeting provincial infrastructure needs in general is
essential to a strong provincial economy. For example, an up-to-date and well
maintained transportation system helps keep goods, services and people moving
efficiently and safely. Road improvements, such as the Sierra Yoyo Desan Road project
also support key initiatives such as the Province’s Oil and Gas Development Strategy,
which is helping to further expand the northern economy.

Partnerships BC projects directly support goal 5 by supporting economic growth in B.C.
and encouraging and facilitating private sector involvement in the delivery of critical
public sector infrastructure and services. In addition, Partnerships BC projects support
the creation of direct and indirect employment, attracting foreign capital and investment,
and transferring appropriate risk to the private sector.
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Resource Summary

Summary Financial Outlook

PARTNERSHIPS BRITISH COLUMBIA INC.

Fiscal 2005-06 to 2007-08 Forecast

REVENUES

Fees for Service

Provincial Government Revenue
Project Recoveries

Other Revenue

TOTAL REVENUES
EXPENDITURES

Salaries and Benefits
Professional Services
Administration
Communications/Marketing
Amortization

TOTAL EXPENDITURES

Project Recoverable Expenses

NET INCOME

2004-05
(Actual)

2005-06

2006-07

2007-08

$ 4449301 $ 6,038599 $ 6,912,000 $ 7,452,500

1,800,000 1,800,000 1,800,000 1,800,000
10,161,385 8,684,368 6,257,137 3,910,882
120,130 131,448 130,160 130,160
16,530,816 16,654,415 15,099,297 13,293,542
4,372,481 5,001,880 4,988,173 5,126,478
359,850 461,340 426,000 426,000
1,106,012 1,080,421 1,041,592 1,064,207
73,594 66,625 30,000 80,000
147,758 145,164 160,144 150,959
6,059,695 6,755,430 6,645,909 6,847,644
10,181,605 8,684,368 6,257,137 3,910,882
$ 289516 $ 1214617 $ 2,196,251 $ 2,535,016
30

Partnerships British Columbia Service Plan Update 2005/06 — 2007/08



Key Forecast Assumptions

In preparing its financial statements, Partnerships BC has based its calculations on the
following assumptions:

revenue and expenditures are estimates based on a forecast of project
activity using the best available information available to Partnerships BC,;
project expenditures will fluctuate significantly from year to year; and

the majority of expenditures will be reimbursable from third parties during the
fiscal year in which they occur and will not materially affect the bottom line.

Risks and Sensitivities

Risks, in general, have been discussed within the planning context of this document;
however, risks and sensitivities pertaining specifically to Partnerships BC's financial
outlook are as follows:

interest rates — Partnerships BC does not forecast significant interest income
and therefore the fluctuation of interest rates is not expected to have a
significant impact on earnings. However, it may affect the ability of third
parties to cover costs if they are primarily using debt financing;

performance of the economy — the overall performance of the British
Columbian, Canadian and North American economies may have some
impact on demand for construction and debt; and,

inflation — inflation in some sectors may or may not impact Partnerships BC’s
work flow and project revenue.
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Appendix 1. Changes to Goals and Measures

* Bold text indicates changes from previous years.

2004-05 Service Plan

2005-2006 Service Plan

Comments

Goal: To pursue, structure and implement
public private partnerships

Goal: To pursue, structure and implement
public private partnerships

Measures:
Positive assessment by Board of
Directors

Measures:

Positive assessment by Board of Directors
Pilot engagements in health and advanced
education

Public private partnership development
agreement engagements with Province
and/or agencies

Quantitative measures added for objective
assessment

Goal: Become commercially viable

Goal: Become commercially viable

Measures:

Revenues to meet or exceed 80% of
expenses

Set parameters for sufficient equity

Measures:
Meet financial plan targets in 2005/06
Equity exceeds six months operating
expenses

Revised to acknowledge that six
months

would be sufficient for the company
to adapt

its operations to a changed business
environment

Goal: Be widely recognized as a centre of
excellence for innovation, leadership and
expertise in public private partnerships

Goal: Be widely recognized as a centre of
excellence for innovation, leadership and
expertise in public private partnerships

Measures:

Annual examples of best practices
established, external recognition, new
market participants in B.C., synergies
and cost reductions in procurement
processes; best practices adopted
within and outside B.C. government

Measures:

Annual examples of best practices established,
acknowledged

and adopted within the Provincial government
and by other

governments

Annual examples of synergies and process
cost savings

Revenue generation from clients outside of
the provincial government

New market participants in B.C.

Reworded to provide examples of
potential
measures

Reworded: it was determined that
revenue

generation from other levels of
government within B.C. or from
governments outside the province
was a more accurate indicator of
external recognition

Goal: Build and Retain the Partnerships BC
Team

Added in recognition of strategic
importance of team

Measures:

Investment in employee training and
improvement — set benchmark
Employee satisfaction — set benchmark

Measure being revised for 2006-07
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Appendix 2 - Other Operating Segments

Partnerships BC incorporated the Abbotsford Hospital and Cancer Centre Inc. as a
subsidiary corporation in 2003/04. Given the number of public sector agencies involved
in the Abbotsford Regional Hospital and Cancer Centre project, it was determined that it
would be beneficial to create a single public sector entity to contract with the private
sector.

Abbotsford Hospital and Cancer Centre Inc. concluded the competitive selection process
for the project on December 7, 2004, when it reached financial close on a project
agreement with private partner Access Health Abbotsford. Partnerships BC will
continue to retain responsibility for the project and hold the shares of the company until
the new facility is built and commissioned. At that point, the shares will be transferred to
the Fraser Health Authority and Provincial Health Services Authority for the 30 year
operating phase of the project.

Construction started in December 2004, and the facility is expected to be open and
operational in 2008. Partnerships BC may in future create subsidiary corporations in its
normal course of business as part of structuring optimal arrangements between public
sector clients and private investors.
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