
The new Port Mann bridge was intended to be a public-private
partnership, a ‘P3’—one of those magic deals where the private
sector is supposed to assume the risk while the public gets the
benefits. 

However, now it seems the provincial taxpayer is stuck with
all the costs and most of the risks for a bridge which is much
bigger and more expensive than originally planned. This
incredible switcharound has happened because the
government has made piecemeal fix-it decisions in response to
a series of dynamic changes, without once raising its eyes from
the drawing board.

One of the characteristics of all P3s is that the private
partner has all the information and the public has very little
(because it’s ‘commercially confidential’). Naturally that oft-
touted government transparency goes out of the window. So
there’s a lot of the story we are not privy to. But much can be
pieced together if you know which rock to look under.

Transportation Nightmare
The Lower Mainland’s configuration as a port city on the
estuary of a very big river, which funnels out from between
mountains, has led to a transportation nightmare. To beat city
housing prices, suburban homes have proliferated further and
further up the Fraser’s huge delta, destroying farmland,
creating urban sprawl and massive car commuting. Couple this
with heavy commercial traffic and you have a transportation
nightmare. Exacerbating the problem is the fact that traffic
coming into the city and to the port must cross one or more
arms of the Fraser River.

Built in 1964, the Port Mann Bridge on the Trans-Canada
Highway is one particularly bad bottleneck. For the last twenty
years, it’s been too congested with trucking and Fraser Valley
commuter traffic to carry scheduled transit services—an ironic
twist to any plans to solve commuting problems!

The bridge’s four lanes were expanded to five in 2001. It
carries 127,000 vehicles per day across its 6,867 ft length. Ten
thousand of those vehicles are trucks going from to and from
distribution centres and port facilities in Coquitlam, New
Westminster, Burnaby, and Vancouver.

Current problem-solving seems to be stuck in the same old
groove—create more traffic lanes and increase the the capacity
for the same pattern of vehicles.

Thinking Inside The Box
Originally, the idea was to build a new bridge alongside the
existing one. This way, commuter traffic delays could be
eliminated, buses could be run again, and an expected increase
in truck traffic could be handled. 

However, the earliest cost estimates for twinning the bridge
—some $1.6 billion in 2005 dollars—should have suggested
that more progressive alternatives could be considered, such as
building light rail transit along the Fraser Valley, thus freeing
up road space for trucks.  

The old rail freight infrastructure serving the port could
have been put to use again, aggregating goods for the port and
removing the burden on roadway bottlenecks. (However, the
railway had been sold off in 2003 to CN—with the excuse that it
‘lost money’.) 

The is no record to suggest that any thinking outside the box
took place and in early 2006 the government announced that
the road bridge would be twinned ‘as part of the Gateway
Program’, which was primarily designed to speed truck-borne
freight traffic through to the Port of Vancouver. 

Changing Scene, Stop To Think
Transportation Minister Kevin Falcon said that the twinning
was ‘unstoppable’. The project has indeed proved to be
unstoppable despite: the abandonment of the original twin
bridge concept in favour of the demolition of the existing bridge
and the building of a much larger crossing; a consequent
doubling in cost; a failed attempt to float (in the middle of a
world banking collapse) what would have been one of the
world’s largest public-private partnerships (rivalling
Halliburton’s contracts to run the Iraq war); the assumption by
the Province of at least $2.45 billion of, to date, unbudgeted
debt; and the inevitability of an ever-increasing toll to be
charged to users, possibly forever. 

What was really unstoppable was the limited thinking on
the part of the government—throughout this process, the
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original idea was never questioned. It’s a farcical illustration
of how a well-meaning government of amateur business
moguls can get sucked into a fiscal nightmare through a lack
of vision and a series of reactionary decisions.

Carry-on Regardless
The BC government issued a Request for Qualifications in
May, 2007, and announced a short list of qualified bidders,
later issuing a Request for Proposals. In March, 2008, the
Transportation Investment Corporation, a ‘self-sustaining
Crown Corporation’ was formed to enter into a P3 with the
successful bidder. This was announced in August to be the
Connect BC Development Group, which included Australian
investment organization Macquarie Group, Transtoll Ltd,
Peter Kiewit Sons Co, and Flatiron Constructors Canada
Limited. (Both Macquarie and Kiewit are involved in the Sea-
to-Sky Highway P3.)

During these discussions, two of the three final bidders
reportedly proposed that instead of building a twin to the
existing bridge, an entirely new ten-lane bridge should be
constructed, and the existing one demolished. 

This was said to have ‘environmental and economic
benefits’ (though exactly what these were and for whom was
never disclosed). The proposal was adopted. 

Possibly the bidders were concerned about assuming
maintenance responsibility for the existing bridge, which is
already 45-years-old; or possibly they just felt that their
financial potential would be increased with an entirely new
structure. 

Cost Escalations and Negotiations
In mid-2008, the P3 cost was estimated at $3.3 billion,
twice the original estimate. It’s not clear what this included,
or how long the contract was supposed to run. No questions
were raised; after all, it was going to be a P3, so it wasn’t real
money.

A Transportation Ministry official said that they had
‘long assumed’ it would cost about $2.8 billion, or ‘close to
$3 billion’, which wasn’t that far off from $3.3 billion, or
only half a billion out. 

Then serious negotiations commenced. Macquarie had
reportedly lined up financing in 2008 for the entire project
with a consortium of banks led by BNP Paribas, Caja
Madrid, Royal Bank of Scotland, and Société Générale. This
was unfortunately not a good time to be initiating
syndication of a $2.3 billion loan; world banking was in
trouble. (Neither was it a good time for Macquarie, who
were having trouble raising the $1 billion equity they had
promised.) The lead banks asked 25 other banks, but were
apparently successful in attracting only one other
commitment.

The Ministry of Transportation was reported to be
pushing for a deal; the Ministry of Finance was similarly
reported to be not so keen. There were delays. Some of the

original banks may have backed out. 

Bassackwards? Government to
Finance P3 Consortium

In January this year, an ‘Agreement in Principle’ was
announced. The financing deadline was extended from
January 2009 to February 2009; in a last minute attempt to
make a deal, the government offered to lend the P3 $1.15
billion. But on February 27, Partnerships BC recommended
that negotiations with the Connect BC group be abandoned.

‘We commend Macquarie Group for being able to
arrange committed debt and equity for the project through
unprecedented turbulence in global markets …
unfortunately, the parties could not agree on final terms.’ 

Forward with Plan B, or is it C? D?
Despite this opportunity to re-evaluate, there would no
going back, no reconsidering the project. Premier Gordon
Campbell had already announced, on February 4 (before
financial negotiations failed), that a new ten-lane bridge
would be built. Pictures had appeared in all the newspapers. 

So, on February 27, when the P3 negotiations collapsed,
the Province announced that it would enter into a contract
with Kiewit and Flatiron to build the ten-lane bridge and
associated highway widening at the P3’s contract cost, fixed
at $2.46 billion. The Province would borrow the money,
expecting to syndicate half the borrowing to banks, later. 

And what of the risk? ‘Cost overruns or construction
delays are the responsibility of the contractor.’ And
Transportation Minister Falcon said he felt ‘comfortable’
with the risk that expected revenues might not occur. 

Anyway, he said, the Province would save $200 million
in interest because it can borrow money cheaper than the P3
could; the estimated total cost—up to 2013—was now only
$3.1 billion.

P3s were not dead, however: ‘…as a Province, we remain
committed to using P3 arrangements where they prove to be
in the best interests of BC taxpayers.’

Not in the Budget
Unfortunately, the now committed government expenditure
missed being included in the 2009 provincial government
budget, which the Premier had said would show a deficit of
$495 million. (Throughout the April/May election
campaign, he denied that there would be any change to the
budget.) 

However, after the election, on April 17, the Premier
announced that the project would be completed by
December 2012, ‘a year ahead of schedule’. It’s not clear why
this is now possible, when it apparently wasn’t possible
before; there was no change in the construction contract
price.

Tolls
The published toll is to be $3 per car, increasing at 2.5% per
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year to cover cost-of-living increases (like ferry fares?). It
will now be collected by the government. This might yield
close to $100 million in the first year; any revenue shortfall
will be covered by the taxpayer. This deal means that the
original construction partners in the P3 will still make their
profit, without having to take the risk that the forecast traffic
will not occur (which was one of the risks the P3 was
supposed to assume, and be paid for, in the first place).

And after that? Not to worry. Macquarie, still retained by
the Province for ‘financial advice’, tells their shareholders:
‘over a 12-month period, our toll road investments
experienced traffic growth of 7%. Traffic growth combined
with toll increases resulted in revenue increasing by 14.1%.’

Tolling certainly guarantees that the Province will not be
interested in building transportation alternatives, such as
light rail transit, until they are sure that their revenue targets
for the bridge will be met in the long term.

Side Effects
Current indications are that the tolls would be collected
electronically at the bridge. However, the layout of
connecting highways will determine whether the project
becomes, as one critic has described it, ‘a 37 kilometre toll
road’. This might drive motorists off the bridge and on to the
road network of surrounding municipalities. And where
does the traffic go at the ends of the expanded highway
sections?

Commuter buses can be run over the new bridge and
that will provide more guaranteed traffic. The bridge will
encourage further urban sprawl up the Fraser Valley, as

land development and speculation there will once again be
profitable.

And what of the existing bridge? ‘The existing Port Mann
Bridge will be decommissioned following completion of the
project and an environmental assessment of this activity will
be considered in the future, as necessary.’ The estimated
cost of this has not been announced or budgeted.

Commentary
The overriding characteristic of this sad series of ad hoc
decisions is that the government did not, at any stage,
examine alternatives to doubling the bridge capacity at Port
Mann. As the costs rose, new alternatives became viable and
worth considering, but were not considered. 

The government might argue that the deterioration in
world economic conditions was the prime cause of the BC
taxpayer ending up with the bill. It might also be argued that
the government’s hubristic commitment to its ‘unstoppable’
project, and its failure to adapt to changes in world finance,
resulted in a decision to build a bigger, more costly bridge
than needed, and to throw away an existing one. 

This approach to fiscal discipline can be considered along
with the government’s BC Rail giveaway, overruns on the
Sea-to-Sky highway and the convention centre, the botched
‘privatization’ of BC Ferries, and its use of IPPs to develop
high-cost electrical power.

Perhaps a billion dollars or so doesn’t sound like much in
2009. But it’s poor management—and incompetent
government.  0
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