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The National Union of Public and General Employees (NUPGE) represents 390,000
people in 9 provinces.
We represent workers in both the public and private sectors. Many of our members
work in buildings, or on other infrastructure, built using public-private partnerships (P3s).
These include correctional facilities, hospitals, colleges, courthouses, and highways,.
We have also heard from members who, as part of the public, rely on public services
delivered through P3s.
Our perspective on P3s is informed by our members’ extensive experience with them.
Of particular concern is the huge gap between the theories about how P3s are
supposed to operate and how our members see them work in practice.
Recognition of infrastructure and initial measurement
As originally designed, P3s were a way for governments to borrow money for
infrastructure while keeping the debt offbook. This was seen to be a significant factor in
the rapid adoption of P3s by different governments.
The situation in the United Kingdom, where P3s were pioneered, illustrates the
consequences of liabilities from P3s being treated differently than liabilities from publicly
delivered infrastructure. For current P3s projects, as of March 2018, total payments over
the life of the projects will be £296.8 billion.1 Some hospital trusts are spending up to 1/6
of their funds on Private Finance Initiative (PFI) payments, and there are concerns
about the consequences for patients.2
For this reason, the PSAB’s efforts to create accounting standards for P3s are very
welcome. What concerns us, however, is that unless those standards are strong
enough, they will not address the problem of governments using P3s as a means of
“deferring costs to future politicians, future voters or users.” 3
To address this problem, the standards need to ensure the control provisions for
recognition of infrastructure assets are interpreted in the broadest possible manner. For
similar reasons, the risk profile of infrastructure assets should not be considered when
measuring the fair value of the asset.
Both of these recommendations reflect the fact that the public sector will be ultimately
responsible for costs related to P3s.
These recommendations also reflect the fact that claims that P3s transfer risk to the
private sector are shaky at best. Auditors General in 5 provinces have questioned the
calculations of the value of the risk that P3s transfer to the private sector.4 There are
numerous examples of governments having to assume the costs of failed P3s. These
range from an Ottawa recreation complex, to 2 projects to upgrade the London
Underground.5
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Recommendations
1. Standards need to ensure the control provisions for recognition of infrastructure
assets are interpreted in the broadest possible manner.
2. The risk profile of infrastructure assets should not be considered when
measuring the fair value of the asset.
Discount rate
We strongly support using the government’s rate of borrowing as the discount rate. This
is what was suggested by Auditors General from both Alberta and Ontario in their
comments on the Statement of Principles. It is an important step towards ensuring that
the public has an accurate picture of the real cost of using P3s.
Using the government’s rate of borrowing reduces the problem of P3 liabilities being
understated. It would also lead to greater transparency and accountability.. In the past,
the use of a discount rate that was far higher than government borrowing costs in some
of the value-for-money reports used to justify the use of P3s was seen as a way to
manipulate the costs to make P3s appear better value that they really were.6
Recommendation
1. Use the government’s rate of borrowing as the discount rate.
Concerns about process
Privatization of public services, including the use of P3s, has become a major source of
revenue for many companies. The companies profiting from privatization go beyond
those operating or financing privatization schemes and include law firms and large
accounting firms. This has led to situations where accounting or law firms are being
asked to help judge if P3s, or other forms of privatization, are an appropriate course of
action, when companies they have represented stand to profit if the privatization
scheme goes ahead.7
Within the public sector, there are agencies and Crown corporations whose existence is
dependent on the continued use of P3s. This was acknowledged in a 2014 review of
Partnerships BC by the BC Ministry of Finance, which stated that “there is a concern
that Partnerships BC is potentially biased towards certain procurement methodologies
because it is mandated to be both a self-sustaining organization and an advisor to
government.”8
It is safe to assume that many of the companies and organizations that have a financial
interest in P3s will be making presentations. It is also safe to assume that they will be
asking for the proposals to be changed in ways that would reduce the amounts that
have to be reported as P3 liabilities.
We recognize that this puts some members on the PSAB P3 task force in an awkward
position. While you may want to do what is best for the public, your employers may well
be among those calling for weaker standards.
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At the same time, the potential for conflict that task force members face if their
employers will benefit from what is decided also has the potential to undermine the
confidence of the public in your recommendations.
It is our hope that in the future more attention will be paid to the potential for even the
perception of conflict of interest and how it can undermine confidence in the work done
by the PSAB. At a minimum, people should not be put in a position where they are
asked to make decisions on matters in which their employers have a financial interest.
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NATIONAL UNION OF PUBLIC AND GENERAL EMPLOYEES
■ B. C. Government and Service Employees’ Union (BCGEU)
■ Health Sciences Association of British Columbia (HSABC)
■ Health Sciences Association of Alberta (HSAA)
■ Saskatchewan Government and General Employees’ Union (SGEU)
■ Manitoba Government and General Employees’ Union (MGEU)
■ Ontario Public Service Employees Union (OPSEU)
■ Canadian Union of Brewery and General Workers (CUBGW)
■ New Brunswick Union of Public and Private Employees (NBU)
■ Nova Scotia Government and General Employees Union (NSGEU)
■ PEI Union of Public Sector Employees (PEI UPSE)
■ Newfoundland & Labrador Association of Public and Private Employees (NAPE)

The National Union of Public and General Employees is an affiliate of the
Canadian Labour Congress and a member of Public Services International.

15 AURIGA DRIVE
NEPEAN, ONTARIO
CANADA / K2E 1B7

[613] 228-9800
FAX [613] 228-9801

www.nupge.ca

national@nupge.ca

