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Minute No. 400 
Report - Executive Policy Committee - May 7, 2008 
 
Item No. 4 Disraeli Freeway Rehabilitation Project – Constructing using a  
 Design / Build / Finance / Maintain Model 
 (Point Douglas, Mynarski and Elmwood-East Kildonan Wards) 

File SB-3 
 
COUNCIL DECISION: 
 
Council concurred in the recommendation of the Executive Policy Committee and adopted the 
following: 
 
1. That the Winnipeg Public Service be authorized to proceed with the Disraeli Bridges 

Rehabilitation Project based on a Design/Build/Finance/Maintain delivery model and that 
the Chief Administrative Officer be authorized to approve and issue the Request for 
Qualifications and the Request for Proposals for the Project. 

 
2. That the Proper Officers of the City be authorized to do all things necessary to implement 

the intent of the foregoing. 
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Report - Executive Policy Committee - May 7, 2008 
 
DECISION MAKING HISTORY: 
 
Moved by His Worship Mayor Katz, 
   That the recommendation of the Executive Policy Committee be adopted. 
 

The motion for the adoption of the item was put. 
 
   Councillor Gerbasi called for the yeas and nays, which were as follows: 

 
Yea:  His Worship Mayor Katz, Councillors Browaty, Clement, Fielding, 

Leipsic, Nordman, Pagtakhan, Steeves, Swandel, Wyatt and Lazarenko.    11 
 
Nay:  Councillors Gerbasi, Smith, Thomas and Vandal.   4 
 

and the motion for the adoption of the item was declared carried. 
 
 
EXECUTIVE POLICY COMMITTEE RECOMMENDATION: 
 
On May 7, 2008, the Executive Policy Committee concurred in the recommendation of the 
Winnipeg Public Service and submitted the matter to Council.  
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RE: DISRAELI BRIDGES REHABILITATION PROJECT – CONSTRUCTING USING 
A DESIGN/BUILD/FINANCE/MAINTAIN MODEL 
 
FOR SUBMISSION TO:   EXECUTIVE POLICY COMMITTEE       
 
ORIGINAL REPORT SIGNED BY:  CHIEF FINANCIAL OFFICER 

DIRECTOR OF PUBLIC WORKS 
 
REPORT DATE:    May 2, 2008         
 
RECOMMENDATION: 
 
1. That the Public Service be authorized to proceed with the Disraeli Bridges 

Rehabilitation Project based on a Design/Build/Finance/Maintain delivery model and 
that the Chief Administrative Officer be authorized to approve and issue the Request 
for Qualifications and the Request for Proposals for the Project. 

 
2. That the Proper Officers of the City be authorized to do all things necessary to 

implement the intent of the foregoing. 
 
 
Report Summary 
 
Key Issues: 
 
• The City of Winnipeg engaged Deloitte & Touche LLP (Deloitte) through RFP 222-

2007 to review several projects identified in the City’s 2008 Capital Budget, including 
the Disraeli Bridges Rehabilitation Project.  

 
• A business case and preliminary value for money (VfM) analysis was carried out for 

the Disraeli Bridges Rehabilitation Project  
 
• Deloitte advise that the Disraeli Bridges Rehabilitation Project is suitable for a 

Design/Build/Finance/Maintain (DBFM) project delivery model.  They also advise 
that the Outline Business Case shows that value for money is favoured by this 
model.  This value for money calculation is sensitive to numerous estimates of the 
costs of risks that the City retains under the traditional Design/Bid/Build (DBB) 
procurement, and the assumptions about the acceptance of those risks by the 
private sector.   

 
• The preliminary VfM compares favourably with other Canadian bridge projects 

completed using this delivery model.  
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• On the basis of the information and detailed analysis of the project carried out by 

Deloitte, they recommend that the project should be delivered using a DBFM model.  
 

• Both Corporate Finance and Public Works Departments concur with this 
recommendation based on the cost submitted by the Public Works Department in 
the 2008 Capital Budget.   
 

Implications of the Recommendation(s): 
 

General Implications 
 

( ) None 

(X) For the organization overall and/or for other departments 

( ) For the community and/or organizations external to the City 

() Involves a multi-year contract 

 
Comment(s):  Delivered using a DBFM model, it is expected that the 
successful proponent would expect payments over a 30 year period. 
 
 

Policy Implications 
 

(X) No 

( ) Yes 

Comment(s):  Departs from the traditional method of project delivery 
historically used by the City of Winnipeg.  
 
 

Regulatory Implications 
 

( X) None 

( ) Eliminates or reduces regulatory impact 

( ) Proposes regulatory impact 

 
Comment(s):   
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Environmental Implications 
 

( X) No 

( ) Yes 

Comment(s):  No environmental impact is anticipated at this time.  
Evaluation criteria for the selection of the successful proponent will include 
a review to ensure that their methodology will minimize any environmental 
impact. 
 
 

Human Resources Implications 
 

( X) No 

( ) Yes 

 
Comment(s): 
 
 

Financial Implications 
 

( X) Within approved current and/or capital budget 

( ) Current and/or capital budget adjustment required 

 
Comment(s): The outline business case shows that value for money is 
favoured by the DBFM model.  The Public Service is recommending to 
deliver this project as presented in the 2008 Capital Budget. 
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Report  
 
REASON FOR THE REPORT: 
 
To recommend a suitable procurement strategy for the delivery of the Disraeli Bridges 
Rehabilitation Project.  This is in accordance with Recommendation No. 4 in the 
approved 2008 Annual Capital Budget and the 2009 to 2013 Five-Year Capital 
Forecast.   
 
HISTORY: 
 
The Disraeli Freeway was completed in 1960 to connect Henderson Highway with Main 
Street, providing a vital link between the downtown and the northeastern portion of the 
City.  It includes the Disraeli Bridge and Overpass which were opened in 1959 and 1960 
respectively. The Disraeli Bridge is approximately 319m long and spans the Red River 
as well as Midwinter Avenue, Rover Avenue and Gladstone Street. The Disraeli 
Overpass is approximately 388m long and spans the CPR Mainline as well as 
Sutherland Avenue and Higgins Avenue.  In total, there are 30 spans with an overall 
structure length of 707m.  
 
The structures carry about 40,000 vehicles per day on four lanes.  Originally built with 
an open grid steel deck, the deck has since been in-filled with concrete in 1972 and a 
concrete safety-shape median barrier constructed in 1978.  
 
In 1984, the bridge was asphalt resurfaced and several repairs were undertaken 
including modifying girder jacking beams, repositioning rocker bearings, anchoring 
abutment expansion joints, concrete sidewalk repairs, new slope paving, and roadside 
safety improvement in the vicinity of the Bridge and Overpass. 
 
The major problems leading to the need for rehabilitation of the structure are 
superstructure related.  Not only has the deck deteriorated due to corrosion and weld 
failures but the underlying structural steel support members are also corroded and 
perforated and the concrete substructure units are deteriorating due to exposure to 
chloride de-icing chemicals.  Deterioration of the structures has progressed more rapidly 
than expected. 
 
An Engineering Study was commissioned in January, 2006 to examine the existing 
condition to define the scope of repair work and identify rehabilitation alternatives, in 
order to ensure the safe reliability of the facility. 
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The engineering study includes a condition assessment of the existing facility, 
determination of conceptual rehabilitation alternatives and a preliminary design of the 
recommended rehabilitation project. In December, 2006 the engineering consultant 
submitted the Conceptual Design and Condition Assessment Reports. The 
recommended rehabilitation work involves refurbishment of the bridge foundations and 
steel girders, replacement of the existing bridge deck and rehabilitation of approach 
roadway from Main Street to Hespeler Avenue.  Based on the results of the engineering 
consultant’s condition assessment of the facility, the consultant recommends that 
construction be scheduled within five years. The rehabilitation work requires total 
closure of the facility for approximately 16 months.  
 
As the outcome of input and feedback received from a group of key stakeholders during 
public consultation stage 1, there are three rehabilitation concepts under consideration 
involving replacement of the existing bridge deck with a four-lane divided roadway.  
Three deck width options are proposed for accommodating pedestrians and cyclists.  
 
The three rehabilitation concepts will be shown to the general public to solicit input and 
feedback.  This broad public input, stage 2 of the public consultation process will occur 
in the spring 2008.  The engineering consultant will take into consideration input and 
feedback obtained from the stage 2 broad public consultations in completing their 
preliminary design report for the recommended rehabilitation concept for consideration 
by Council this summer.  
 
 
DISCUSSION: 
 
Traditional Construction Delivery Model 
 
The City has traditionally delivered projects using a Design/Bid/Build (DBB) model in 
which the design and construction are done separately. In this model the City retains all 
the project risks which sometimes result in significant cost and time overruns on City 
projects.   
 
Methodology to Review Construction Delivery Models 
 
The procurement strategy for the delivery of the Disraeli Bridges Rehabilitation Project 
has been assessed and an Outline Business Case has been prepared by Deloitte. The 
process which they followed to establish that there is a sound business case for the use 
of DBFM for the delivery of the Disraeli Bridges Rehabilitation Project is considered to 
be industry best practice.  The process is summarized as follows; 
 

• Deloitte completed a thorough and detailed review of the Disraeli Bridges 
Rehabilitation Project using the documentation available from the Public Works 
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Department and the conceptual design work carried out by the City’s engineering 
consultant.  
 

• A qualitative risk workshop was conducted with the aim of obtaining the City’s 
view on the risks the project faces, and the ability of four delivery models to 
mitigate those risks. This workshop was attended by members of the Public 
Service’s P3 committee and staff from the Public Works Department.  It was 
identified through the risk analysis that a DBFM model presented the best risk 
profile for the project.   
 

• During the risk assessment, refurbishment was examined in detail. It was 
considered that the reuse of existing bridge components could present a latent 
defect risk that may dissuade bidders.  It was decided to include this specific 
question in a market sounding to obtain feedback prior to making a final decision 
on the proposed procurement method. 

 
• A market sounding was carried out to obtain an indication of the markets 

receptiveness to the project and to obtain some input relative to the rehabilitation 
aspect and the project procurement process.  Seven companies comprising 
local, national and international firms from both the construction and finance 
sector of the market were surveyed.  All have experience in bridge construction 
and rehabilitation projects.  From this exercise it was identified that, even 
considering that this is a rehabilitation project the project scope, size and 
proposed procurement process would attract interest of organizations in the 
market globally.     

  
• Case studies were carried out to identify similar projects that identify a stream of 

successful DBFM construction projects. These included four new bridge 
constructions and one hospital.  
 

• The project delivery schedule was reviewed and a comparison between 
traditional DBB and DBFM delivery methods were made.  Utilizing either the DBB 
or DBFM delivery model, the targets are achievable.  

 
• Based on Deloitte’s analysis of all the information collected the project delivery 

options were evaluated and compared against the City’s objectives and the 
preferred option was identified to be the DBFM model.  
 

• To reinforce the outline business case for the preferred option an indicative value 
for money analysis (VfM) was derived from the available information. This 
indicated that VfM would be achieved using a DBFM model. 
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• The conclusion of the outline business case prepared by Deloitte is that it is 
recommended that the City pursue a DBFM for the delivery of the Disraeli 
Bridges Rehabilitation.  

 
 
Design/Build/Finance/Maintain Construction Model 
 
In the DBFM delivery model the proponent provides a complete turnkey solution.  
Normally the proponent is a consortium consisting of a financier, designer, contractor 
and maintenance provider. The consortium is responsible for financing, designing, 
constructing and maintaining the project over a specific period.  
 
Using this model the City transfers the design, construction and maintenance risks as 
well as market and time related risks to the consortium which provides greater cost 
certainty to the City.  
 
The City pays a premium, for the risk transferred, to protect against the significant costs 
associated with the risks, much like an insurance policy. 
 
Preliminary Value for Money Analysis 
 
To reinforce the Outline Business Case for the preferred option a preliminary value for 
money analysis (VfM) was carried out using the information collected and Deloitte’s 
experience on similar value projects.  To do so, a risk adjusted public sector comparator 
(PSC) is calculated.  What this entails is taking the anticipated discounted cash flows 
associated with the traditional construction model, including estimates of the cost of 
risks associated with this method.  For this particular case, the PSC was derived from 
the estimated cost developed by the City’s engineering consultant during the conceptual 
design.  It was then adjusted for the risk retained under this model, based on the current 
project estimated probable cost plus an addition for risk relating to Policy, Design, 
Construction and Lifecycle.  Each of these risks was subdivided and an estimated value 
and probability of occurrence for each of the subdivided risks was input into a Monte 
Carlo Simulation program. 
 
The risk adjusted PSC is then compared against the discounted cashflows associated 
with the DBFM model to determine the preliminary VfM.  For this particular project, the 
preliminary VfM favours the DBFM model. The preliminary VfM for this project is 
estimated to result in cost savings of up to 16%. 
  
The conclusion of the Outline Business Case prepared by Deloitte is that it is 
recommended that the City pursue a DBFM for the delivery of the Disraeli Bridges 
Rehabilitation Project. This should be achieved through a two stage procurement 



Council Minutes – May 14, 2008 
 

   

10 

process starting with the issue of a Request for Qualifications to select the three or four 
best qualified proponents to be issued the subsequent Request for Proposal. 
 
The Outline Business Case has primarily been established from analysis of 
documentation, discussion with City staff and workshop feedback, which established 
that DBFM model should be pursued.  There are, however, two areas of the outline 
business case that required Deloitte to use their judgment based on their experience.  
These are the preliminary value for money assessment and the schedule comparison. 
 
It should be noted that the DBFM capital cost has not been reduced to account for the 
private sector efficiency and the ingenuity to account for the constraints created by a 
rehabilitation project, although such cost reductions under this model are not 
uncommon. 
 
The outline schedule was reviewed and even with the longer procurement phase 
anticipated for the DBFM delivery, the project should be delivered within the same 
timeframe as the conventional Design/Bid/Build. 
 
The use of a DBFM model for the Disraeli Bridges Rehabilitation Project delivery is not 
expected to have any direct impact on City staff.  
 
The maintenance part of the DBFM would include the physical maintenance of the asset 
i.e. the deck and structure.  Maintenance would not include snow clearing and cleaning 
which the City is best placed to carry out.      
 
The Outline Business Case identifies that the use of a DBFM model will provide value 
for money to the City.  During the development of the project, and as part of the project 
plan, the business case and preliminary VfM must be updated at key points.  This will 
provide transparency and ensure that VfM is being achieved, particularly when bids are 
received and the VfM can be recalculated using real costs in place of estimates, and 
when the associated costing of project risks are quantified by an expert panel.  It is 
likely that the VfM will vary from the amount indicated in the Outline Business Case as 
the input information is refined.  It is, however, unlikely that it will change to the extent 
that VfM is not being achieved.   
 
In the current volatile construction market and bearing in mind the City’s previous 
experience with significant budget overruns on multi-year capital projects, along with the 
Public Works Department’s lack of resources, it is probable that the final project cost will 
be more than originally budgeted and at risk for timely delivery.  This is a significant risk 
that justifies the premium for using a DBFM model.      
 
It should be noted that this infrastructure investment will be made up of a combination of 
private sector equity and debt financing.  In the preparation of the Outline Business 
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Case, a typical financing structure for a project such as this produced an effective 
financing cost to the City of 6.9%.   A second financing structure, requiring greater 
private sector equity with a higher return to the investor, produced an effective financing 
cost to the City of 7.6%.  This second structure was produced to consider the 
developing issue within current global capital markets.  If the City were to construct this 
under a traditional approach and debt finance this project on its own requiring the City to 
borrow in two to three years time, the rate that the City could borrow at is estimated to 
be 6%.   
 
This acknowledges the fact that the City can finance this project for a lower cost under 
traditional methods than the proposed DBFM.  However, this assessment cannot be 
made in isolation and must consider the positive impacts on the Outline Business Case 
of a private sector financier.  A significant part of the VfM is because the private sector 
financier has a vested interest in delivering the project on time and on budget.  The 
Outline Business Case indicates that the value associated with this risk transfer 
exceeds the additional financing costs associated with this proposal.   
 
 
Other Risk Considerations 
 
The Disraeli Bridges Rehabilitation Project is a refurbishment which adds some specific 
risks relating to the condition of the existing structure, particularly when these 
components have to be retained. In the case of the Disraeli Bridge some of the piers 
and girders are to be retained.  A market sounding was conducted to gauge how 
prospective proponents viewed the risks associated with these components.  The 
consensus was that provided the City made the details of their own investigation 
available during the procurement process and allowed proponents access to conduct 
their own testing, then proponents would accept the risks based on them covering off 
what work they deem necessary in their proposal including their bid.  
  
Public Works and Corporate Finance Departments’ Recommendation 
 
Corporate Finance and Public Works Departments recommend that the City pursue the 
DBFM model for the project delivery and subsequent maintenance of the Disraeli 
Bridges Rehabilitation Project.  This recommendation is predicated on the information 
contained in the outline business case and preliminary VfM which identifies that the City 
would likely achieve savings using the DBFM model. 
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Financial Impact Statement Date:  May 2, 2008

Original signed by
Carrie Erickson
Manager of Finance & Administration

The outline business case shows that value for money is favoured by the DBFM model.  The Public 
Services is recommending to deliver this project as presented in the 2008 Capital Budget.
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IN PREPARING THIS REPORT THERE WAS: 
 
Internal Consultation With and Concurrence By: 
 
Corporate Finance Department 
 
Public Works Department 
 
 
External Consultation With: 
 
Deloitte and Touche LLP. 
 
 
 
THIS REPORT SUBMITTED BY: 
 
Department    Corporate Finance   Public Works 
Division.   Corporate Controller’s  Engineering / Project Delivery 
Prepared by:   Henry. S. Hunter P.Eng.  Bill Ebenspanger P.Eng.  
    Manager, Capital Projects Project Manger 
File No.  
 
ATTACHMENT 
 
Deloitte and Touche LLP., Analysis of Private Sector Involvement for the Disraeli Bridge 
 

Executive Summary - 
Analysis Private Secto 
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