April 6,2022

v ] g o ree
¥ r 5 VIl
: - Lo Ny POBORPE Sl Rl ) &
‘ 5 — ] ;;F /
h s ~ (/N /

FLy 17

~ y . "'.
L '
i ~ . b '/ !
" /
I

-~

"

= S e ’ B~ it = - \\
- . R A AR sty \\\\\\\\\\\\\\\“‘/
s \ o 2

i G\ 1R i - DILLON

g CONSULTING
\ ‘

Presented by: Brent Boss and Brian Van Opstal



Introduction
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The History of DBO/P3

(2000-2014) (2015-2022) (2022)
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The Path Forward

* Procurement is Evolving
 Collaborative/Progressive DB
* Merchant

* For this Study we Interviewed
* 6 Municipalities

* 9 Private Entities

WMEDIUsy

What in the Biogas World is Going on? | SWANA NL | Dillon Consulting






Private Sector ‘ Trends

* ROl on Environmental Infrastructure Capital vs. Social Capital Projects
e Bidding Priorities are Changing
« DBO/P3 is less Attractive

 Collaborative Contracting (Progressive DB) o Des

v 57
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Merchant Facility (York Region) SOURCE: €Y Collboratve [0 | Constracion | Operations
Contracting in North American Design Phase
Infrastructure, 2021 (modified) Phase Phase Phase
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DB, DBFM,
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Operator
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Private Sector ‘ Hurdles

Siting
e Regulatory timeframes for approvals

 Competing interests with Municipalities
around siting

Financial
* Capital allocation concerns for Shareholders

* Competing time vs. money
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Contracts/Risk

* Market sounding completed well in advance
of procurement

* No one wants to own issues resulting in
difficult contracts/project failure

Municipal Review

* Are the Owner’s/Owner’s Reps diving deep
enough to credibility check financials (NPV)

e Communications between staff and
Politicals



Private Sector ‘ Procurement Costs and \/\/i||ingness

Procurement Model Average Cost to Percentage of Willingness to Pursue
Pursue Legal Fees
Traditional P3/DBOM  S3-4 Million 25-50% e 2of9are willing to purse
today
e 7 of 9 will never pursue
this again
Collaborative/ S$150,000-S200,000 10-15% « 7 of 9 are willing to pursue

Progressive DB

Merchant Capacity $50,000-$75,000 10-15%
(Outcomes Based)

today

e 9 of 9 are willing to pursue
today
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Private Sector ‘ Fixed Prices and Risk Management

Everyone
affected

Quick
contract
negotiations

Uncertain
Costs

Merchant
contracts
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Approvals

Procurement

Transfers
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Public Sector | Drivers of Ownership

Drivers of Public Ownership Drivers of Private Ownership
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Public Sector ] Traditional Approach

Key Challenges Opportunities

Own the
benefits

Failing to Unprecedented
attract market conditions
bidders or increase risk
close deals premium

Bidder
Attraction

Competitive
prices, cost

certainty

EH e
Capacity

y
W/

Contracts

High Cost

Combines
Responsibility

Lack of Risk

Control Allocation o
Limited
Cannot insula. information
against to find
influencers efficient risk
allocation

Better
position to
address risk

Responsibilities

all under one
umbrella
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Public Sector ] Alternative Approaches

Key Challenges

Risks of
qualifications only
selection are
unknown

Selection

Mitigating
Risk

More time/cost
at risk. Mitigation
may not be
satisfactory

Price not found
through competition,
not fixed

Budget
and Cost
Control

Inertia

.nowledge gap.
Change decision
making, policies,

procedures

What in the Biogas World is Going on? | SWANA NL | Dillon Consulting

Opportunities

Able to procure
and close deals

Likely
Necessary

Allows for better
design and

improved
information

More
Collaborative

Separation
of D/B and
o/M

May find more
balance with

performance /
risk / price

y
$J

Position for
Success

Want to be in the

best position,
noting may change

from time-to-time



ow Do We Come logether?

What in the Biogas World is Going on? | SWANA NL | Dillon Consulting



How Do We Come Together?

e Shared view that traditional approach is failing — no bids or risk premium makes projects
unaffordable

 Mutual interest in finding better ways to deliver public ownership projects but
expectations may not align — shrinking municipal knowledge gap is starting point

* Public and private ownership are viable approaches with very different drivers.
Ownership can be a component of either Collaborative/Progressive DB or Merchant
Capacity contracts

* Size of Municipality matters and feedstock changes your position dramatically

* Guiding Objectives need to be established early on and Municipal decision making staff
need access to better trade-off information up front

* Procurement tools reflecting a realistic and unbiased point of view are needed to
motivate change

* The Owner’s Representative role is evolving
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Thank-You

Brent Boss

bboss@Dillon.ca

Brian Van Opstal

bvanopstal@Dillon.ca
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