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Thanks, Andrew (Graham), it's great to be here, and thank you very
much for invitingme. | know you're nearingthe end of your run as the
Presidentand | thankyou for your service, because | thinkthe Club and
what it does is an amazingthing, and congrats to you.

| am privileged to have this opportunity, thankyou. It’s a wonderful
thingto thinkabout the legacy of people who have been on this stage
and held this podium: prime ministers and Nobel laureates. And the
only thingyou can think of, if you're me, is that they've made a horrible
mistake in asking me, or I've made a horrible mistake in accepting. But,
one way or the other |l am thrilled to be here. | actually thinkthat the
kind of self-deprecatinghumorthat | just did is a very Canadian thing,
and I'm going to try and change the tone of that today.

Because the truthis | thinkinfrastructure Ontariois one of many
examples of situations where we have a homegrown success story that
we fail to recognize. Andrew talked about the track record that our
agency has, the recognition that it enjoys around the world, and
ironically while we're known that way outside our borders, it's in
Ontario that we are maybe least known or least recognized.

I'm going to talk a little bit more about the agency that we've built, the
foundationforsuccess that we have,and how we think we're well set-
up to handle some of the challenges of the future. Because, make no
mistake, the opportunity we have and also the challenges that we face
in deliveringand managing over the long term new infrastructure here
in Ontario and across the countryis a massive one. It makes a big
difference to the economic and social viability of our country.

So with that, let me start with an experiment. Okay, please raise a hand
if you have undertaken a home renovation project, bigor small. Wow,
okay, that's everyone. Keep your hands up please. It is part of the
experiment. Okay, now you're going to raise your second hand if it
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went perfect. Now I'm going to define perfect for you before we go
further. Perfect means, number one, you set a scope for the project
andit didn'tchange oneiota. So you didn't later on go to the different,
cheaper, countertops or linoleum, you stayed exactly as is. Number
two, you set a timelineforit and it stuck to the exact timeline—it
finished on time, when you said it was going to, when the contractor
first met with you and said, ‘we'll be done in twelve weeks.” And
numberthree, you never once revised the budget you set and had to
write another cheque or pay any more money. Okay, two hands up.
(Waits for hands to rise) | can count them on my hands how many two
hands are up. You should find those people afterwards and get their
tips. They know somethingthat the rest of you don't.

Now, | wantto say thatin Ontariointhe last 15 years we have built
infrastructure, social and civil. We have, 66 of those, thatare
completed construction and in operation,and another 50 or so in some
stage of construction or procurement. | will tell you that 19 out of 20 of
those, ninety-five percent of those, have finished on or under the
original budget and two-thirds of them have finished on or before the
original set schedule. And all of them were done without anaddendum
or changes to scope or compromises on quality. So that's the track
record. Imagine your home project multiplied by athousand in terms of
size and complexity and then deliver it that way.

So my goal todayis to tell you a little bitabout how we've been ableto
do that.I'm goingto talk a bitabout the history of Infrastructure
Ontario: who we are, why we were created, and the basicprinciples
under which we operate. | will talkabout the emerging challenges we
face and the environment we find ourselves in now, because it clearly is
a time of transition. There are some really big forces at work that make
maintainingthat track record even more difficultin the future. | want to
talkabout what we're doingto position ourselves forthatand how
we're adapting.
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|O’S HISTORY

| said I'd start with who we are and how we got to where we are, so just
a few words about that. Infrastructure Ontario asan agency was
created over time. It was the amalgamation ofa number of things
government was doing, but we were all put togetherin one agency
aboutadecade ago. (In his introduction) Andrew said we were very
well known, but I'm not so sure, Andrew. In a snapshot, we do a few
important things for the Province. One, we act as the centralized source
of project management expertise from procurement through
construction when big, new infrastructure is getting builtin the
province. Second, we help manage and oversee the existinglegacy
assets of the Province — think of the 1,500 buildings that the Province
owns and runs services out of every day, 130,000 acres of land. So we
help oversee and manage that ongoing asset base. And the third thing
we dois lend money. We loan money to municipalities and other
similartypes of organizations to fund theirinfrastructure. So we play a
role bothin the building of new infrastructure, the maintaining of
existinginfrastructure, and supportingother colleagues, especially at
the municipal level, in buildingtheirinfrastructure. So that's what we
do now, why we exist.

Go back to the turn of the century. In Ontario, just like almost every
part of the developed world, we were stuck when it came to building
infrastructure. We were stuck for some very fundamental reasons.
Governments around the world had proven themselvesincapable of
buildingand deliveringlarge infrastructure projects. Think of an energy
projectin your mind —a major road, a big dig somewhere. Those
projects had an incredible legacy, and | don't mean thatin the positive
sense of the word — a legacy of going multiples overtime and over
budget. Government had lost the faith of the public, had lost the
license to deliver new infrastructure. At the same time, the public
sector was doinga really poorjob of managingthe stuff we did have. It
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was really hard to make the ongoinginvestments to keep an assetin
high quality and productive. Governments around the world had a
tendency to build stuff, enjoy that part, cut the ribbon, probably take a
deep breath because they were three or four years late by the time this
was happening, and then abandon the infrastructure and let it startto
deteriorate. There was this cycle going on and we had reached a basic
point of impasse.

It was in that context 15 years ago or so that we started this concept.
And we aren't the only ones —the UK was really at the forefront of this,
Australia hasdonealot of it, our colleaguesin British Columbia have a
great track record at it, and many othersaround the world continue to.
But atthattime in the early 2000s, a number of jurisdictions realized
that our traditional way of buildingand maintaininginfrastructure just
wasn't working and it was in that context that Infrastructure Ontario
was created. The idea was, ‘How can we do this differently and better?’
And we came up with a set of principlesthat we try and apply to
everythingwe do. From those early days, those principles continue on
today.

FUNDAMENTAL PRINCIPLES

The first principleis that government needs to start thinkingabout how
to make performance-based contracts with the private sector. Whatdo
| mean by that? In your home renovation example, when you hired the
contractor, did you say, ‘l want you to deliver me a functioningkitchen,
it needsto lookand work in the following way, it has the following
finishes?’

That's our contract. You're going to deliver that output. Don't come
back later and tell me about material costincreases you had to pay,
overtime, etc. A performance-based contract focuses on the outcome.



Ehren Cory, President and CEO of Infrastructure Ontario to the Canadian Club, Toronto, May 28, 2019

It focuses on what you're actually buyingas a service and lets the
private sector figure out how to deliverit. We take a performance-
based approach to every contract we do, whether that's for the
maintenance of our existing portfolio of assets or for the building of
new ones. So that's the first principle or fundamental change that
agencies like ours tried to institute or bringto publicsector contracting.

Second, we tried to bring a more effective thinkingaround the life cycle
of an asset. It's really easy to get focused on the capital cost of building
somethingif you want to get it built well and maintained forthelong
term. As | said, the best way to do thatis to sign a contract that has
incentives for the person who's designingit and buildingit to have a
whole life cycle view. That's true about the energy usage of the asset.
It's true about the cost to maintain the major componentsinit. As
much as possible, we try and take that life cycle view of assets. We
build for best value, not for lowest cost. If someone's biddingto win
one of our projects, typically what they’re biddingis not just bidding at
NPV (net presentvalue). They are bidding to build and maintainthe
asset over the longterm. We do that to give them all of the incentives
to design and construct for thelong term.

The third principle, really fundamentalto both of the first two things|
said, is that we've got to have a really clear understanding of, and
sharingof, risk between the publicand the private sector. What we
focus on isthatrisks should always be borne by the person best suited
to carry them. There are some risks that, as government, we are best
suited to keep. We would pay an incredible premium if we ever tried to
pushthose onto the private sector. But there are a bunch of risks that
the private sector is way better positioned to manage. Our jobin doing
those performance-based contractsisto be really smartabout what are
the risks that governmentis best to keep and maintain and what are
the risks that the private sector actuallyis better suited to bear, and
how do we create a contract that shares those effectively. All sorts of



Ehren Cory, President and CEO of Infrastructure Ontario to the Canadian Club, Toronto, May 28, 2019

our time and energy is spent figuring out which risks we are best to
keep and which risks we are best to transfer.

Fourth, we needed to get much betterat doingupfront due diligence
and planning. We have expressions for thisat 10. One of themiis,
‘measure twice, cut once.” One of them is, ‘go slow to go fast.” What we
mean by both of thoseis thatit's not about gettingout the door fast.
We have to work really hard with our partnersin the publicsector to
remind them that success isn't announcing the project earlier — success
is finishingthe project as early as possible. It'sabout the ultimate
delivery that matters...go back to my last point. If we want to transfer
risks, the best way to do thatis to understand them really clearly first. If
that means we need to do a little extra due diligence to understand the
geotechnical and soil conditions, and understand the baseline
conditions of an asset, before we enterinto a contract, that's much
better. And again | go back to your home buildingexampleand |
wonder whether, when you started your renovation project, you knew
everythingyou needed before enteringinto thatinitial contract with
your contractor. Thatidea of due diligence and planningbecame
central to what we do.

The last thing!'ll talk about is how thisis changing. Right from the start
was thisidea that we had to find new ways to bringinnovationinto the
way we build thingsand how you get the most innovationthat drives
value for money. A big part of thatis by competition and by having
bidders actually competingagainst each otherto come up with the best
ideas. Think back to my very first point: If you're goingto do a
performance-based contract that says, ‘I'm not buying from you seven
tons of concrete and four tons of gravel... I'm buyingan outcome, an
asset | can use,’ thenthe best way todo thatis to say, “Now you figure
out how you're going to design it and how you're going to build it. That
idea of creating an incentive for the private sector to innovate was the
sixth basicprinciple.
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So we started in early 2000s to solve the problem. The problem was
that we were stuck —and many jurisdictions like us — where things
weren't getting built. We had essentially lost publicfaith. Fast forward
to todayand through the principles I've described — these ideas of
performance-based contracting, with effective risk management, with a
life cycle view of assets, good diligence and planning, and driving
innovation, getting the private sector to find solutionsto our problems
—we've come a long way. | talked about the track record that we have.
If you look around the world at mega capital projects, it is quite
unprecedented. And, as | said, we have now builtand putinto
operation 66 hospitals, colleges, courts, jails, highways and transit
projects across the province. We continue to do many more today. We
now manage a diverse portfolio of stuff, brand new that we've just
built, and stuffthat's 50 years old. And we do it all with those same
principles. We're constantly trying to find ways to keep our assets safe
and productive and efficient.

We have also built something here in Ontario that we should be really
proud of. It's a pleasure to see so many familiar faces here today
because we've built somethingherethatalsois world-renowned —that
is an industry of designers, architects and engineers, construction
companies, investors from around our neighbourhoodand from around
the world who have come to Ontario to do business.

We have builtan agency thatI'm really proud to lead. A number of my
colleagues and teammates are in the room today. We have attracted
talent who have a shared sense of purpose, who come to work in the
publicsector to deliver outcomes and deliver publicgood, but through
a private sector lens. We've attracted anincredible breed of people
who have a shared sense of purpose that we're doingsomethingin
support of our province and we're bringingthe best of what we have
learned from the private sector to do that. The third thingthat we
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should bereally proud of is, we’ve built a market, we've built a
common approach, we have a set of meeting documentsand an
evaluation process that has withstood all sorts of tests and rigour and
had lots of external scrutiny. It stands the test of time and is the envy
of, and the interest of, many places around the world. To understand
how we've done that we've introduced things like having a fairness
monitoron all our procurement. There'sa whole industry that's grown
around adjudicating the fairness of our process and making sure our
procurements arerun really well. That'san incredible thingand it's
somethingthat many jurisdictions do come and learn from us. We
should be proud of that.

CHALLENGES AHEAD

But now, let me talkaboutlookingforward. Because as| said, the
challenges only get bigger and we would be not following our own
code, our own ethic, or our own reason for beingif we were to rest on
our laurels. As we always say at our organization, ‘we need to be proud
but not satisfied.’ That's the situation we find ourselvesin now. We are
proud of how far we've come in the work we've done, but we're also
far from satisfied. And when we look at the challenges we face and the
challenges that governments at all levels face in making major new
investmentsin transit and social infrastructure, we know we need to do
more. For those in the room who are from our industry you know every
year or two we publish a pipeline of the upcoming publicwork that's
coming. We are working on that now with government. The amount of
work, the scale of what we're doing, continues to be really high, so we
owe it to ourselves, we owe it to you all, to keep thinkingabout how we
get even better.

There are a couple of challenges that are in our mind that I'll just share
with you. The first is the scale of projects. Projects are getting bigger.
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That's a natural function of the stuff we're building. First and foremost,
transit systems by their very nature are ‘systems.” Transit systems have
to workin anintegrated way. One of the worst things government can
dois buya vehicle from you (points to one person in audience) and a
signaling system from you (points to another person) and some tract
from you (points to a third person) and try and put those together. That
is what we were explicitly not very good at doing. Systems like that
come in an integrated fashion. That means they're big. It meansyou
need to be working at a different scale. We need to be attracting
people from other parts of the world. But that size in and of itself
creates a new challenge for usrelative to what we've been doingfor
the last 15 years.

The second challenge, technologyis playingan incredibly different role
in what we build. | have been at 10 for six-and-a-halfyears or
somethinglike thatand even in my time the change has been
unbelievable. What we used to think of hospitals as kind of bricks and
mortar projects —you're buildinga bunch of rooms. Hospitals are
incredibly technologically complex assets with systems that need to talk
to each otherin the buildingand in the way patient careis delivered.
The new hospitals we are buildingnow really try and integrate the built
environment with the patient service. We have thisexample | hear
from one of my clients, and | love this story. It’s one of the newest
hospitals we are building. The team has worked on a whole bunch of
care scenarios. A patient goes into cardiacarrest for instance. What
doesthe buildingneed to do torespond? It's things like being able to
geo-locate within the buildingthe first responders who need to come
and paging them... knowing their location, having elevators go to their
floorto pick them up...doors open so that they don't need to badge
through them, crash carts are identified with RFID tags and brought to
the room...the bed that the patientisin islowered to theright level of
their crash cart — if they have to be zapped —you can tell ’'m no doctor.
When everyone arrivesin the room, the care happens urgently. That
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hasto do with how we build the asset and integrate the technological
environment. Thatis very different than what some of ourindustry has
been doing and what we've been doing. That’s a big challenge. We have
to think very differently aboutit.

The third thingthat we spend a lot of time thinkingaboutis how our
infrastructure affects communities and affects our stakeholdersin new
and different ways. Certainly as you build transit there's another level
of publicinteraction. You are not going behind hoardingand saying,
‘We'll let you know in three years when the projectis doneand we'll
take the hoardingdown and voila.” You are building right through the
hearts of communities. That has all sorts of implications for the way we
interactin our environment.

The fourth thingis this:| mentioned earlier the principle of life cycle
thinkingand thinkingfor the long-term. Well, that's changingtoo. There
are new things we have to thinkabout. The sustainability of the assets
we build, theirresiliency to climate change, the way they use energy, is
becoming ever more important and something we need to price into
our projects. There's a whole bunch of externalities that we're trying to
think, ‘How do we make sure that our projects reflect those?’

HOW WE ARE ADAPTING

Those are the challenges we face. It has forced us to really adapt our
vision of the agency we are and what we need to be. As a team we've
spent a lot of time talkingabout how we continue to adapt to that
environment and how we focus on our vision, which is to build
partnershipsacross the publicand private sector to modernize
Ontario's publicassets. How do we become more than just a really
good procurement agency and take on that bigger challenge of
deliveringand maintaininginfrastructurein a changing world? | want to
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close by tellingyou about some of the things we are doingright now to
adapttothat world.

One: | talked earlier around innovation and getting private-sector
innovation. Thatis going to have to be redoubled in our efforts over the
coming years. The Minister of Infrastructure—1 reportto an
independent, private board of non-political people who come from the
business world and that board in turn reports to the Minister of
Infrastructure. Minister (Monte) McNaughton has been very clear on
thisidea of innovation and how we need to be tappinginto the market.
He recently, in March, announced some changes to this effect. How do
we do a better job of recognizing in our procurement and makingthe
dooras open as possible?'ll give you an example. Right now we are
working with Metrolinx on one of their signature projects: RER or GO
Expansion. How do you increase the frequency of GO service all over
the GTAand run trainsrapidly all day, every day? We could say to
somebodythat we need to add this much track on Lakeshore West and
we need to buy 200 more vehicles. We are not going that way. We are
trying to reallyopen upinnovationin a new way by saying, ‘Here are
how many people we think need to move between A and B. Please give
us a bid that tells how you're going to do that, your choice

on technology, your choice on how much to investin an upfront capital
versus the ongoingoperations.’ In fact, we predict that more of the
value of the bids will be inthe 30 years of operation thanin the capital
cost. Bidders are all going to have their own strategies of what kind of
vehicle choices they make, where they build track, all of the above. We
are trying to change our approach and openitup to new levels of
innovation. In doingthat, we have to get creative. The best way to think
of thisis: How much value will we assign to a bidderin that process that
| just described who tells us they can reduce transit times from Oakville
to Toronto on every journey by four minutes? How do you value that,
relative to the person who says they can build it for us for a hundred
million less? That's what we have to doif we say we want innovation.
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We actually have to learn how to value those thingsin a smart way and
score our bidsin a way that putsinnovationatthefrontand putsa
value on things like better solutions thatimprove journey times.

A second evolution we need to make is to move beyond risk transfer,
which | described is so core to us, into a more nuanced view of risk
management. The best way to manage risk is notto ... passit back and
forth across the table. The best way is to just reduce it. We are doing
thingsnow in a very different way around identifyingrisks earlyin a
projectand saying, ‘Which of these risks can we get ahead of and take
it out of the way?’ That could be from a permitting perspective,
working with our municipal partners. Abigrisk in transit projects is
getting all the utilities thatare underthe streetscape out of the way or
moved ahead of time. We are doing a lot more work now on risk —
identifying which of those we can get ahead of and move. We don't
have to get into this tit-for-tat discussion of risk transfer if we take
them out of the way in the first place. That's working to great effect in
some of our transit projects and something we know we need to do
more of.

The third adaptation: | mentioned that a challenge we face is around
engaging communities. We are thinkinga lot about how we make
residents and local business engaged, every step of the way in our
projects— both in the construction phase and inthe ongoingoperation
of the asset. We are doingthings—baby steps — like holdingjob fairsin
local communitiesto try and introduce people to the projects that are
in their neighborhoods. We are doing meet-up events to allow local
businesses that might have a chance to supply to the project to meet.
Thenthere's a larger scale version of that, where we as an industry,
working with our government colleagues and with all of you in this
room, figure out how we're going to meet longer-term needs. We have
talent shortagesin skilled trades for instance. Thisis one that all of us
need to be concerned about. We are really startingto thinkabout what
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role we need to playin that because it's not going to be enough for us
to sitback and waitand hope for the talent to show up to deliverthe
scale of projects we want.

The fourth thingthat we're doingto adaptisthinkingabout ourown
talent and skillsand what kind of place we need to be. About three-
quarters of the people at Infrastructure Ontario come from the private
sector, with some private sector experience. What we have doneis
build thisteam that can merge common sensibilities from the private
sector with policy thinkingand act as the bridge for our colleagues and
ministries who are actually the owners of these assets. We have got to
continueto attract and keep the right people. In our organization we
have investment bankers and lawyers and engineers and project
managers and environmental specialists and heritage and archaeology
specialists. Thatis the diverse mix of people we need to have to be able
to deliver on the challenges we face. We have to keep finding people
who are interested in making publicservice part of their profile, but
also bring that kind of deep sense of expertise. That’s a huge part of our
adaptation.

Fifth is around leveraging data in new ways. We are so earlyin this—
the buildingindustry as a whole, the construction and building services
industry, is pretty nascentin the way that it manages and usesdata. We
are lookingat all sorts of ways in our procurements to look at data and
trends...and the way we budget...and set up projects in the first place...
andin the way we manage our buildings...and getting smarter building
systems...more predictive tools that help us manage our assets. We
have had a real ethos around trackingour own results. We publish
somethingcalled ourtrack record report every year. That’show | can
guote that 60 of our 66 projects, 95 percent, have been on budget. We
publish thatand similar documents because we're trying to put as

much as possibleinto the publicdomain around how we work and what
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we do. But there's a lot more we can do usingdatato be more
predictive. That's a big focus of our organization.

And then last, but not least, we are focused on how we take our
partnershipstoa new level. Allthat we dois donein partnership. We
talk all thetime about P3s (and P3 stands for public private
partnership). People often forget the third ‘p.” They are partnerships
governed by an incredibly dense and rich contract. That feels for some
people almostlike a contradiction, butit's not. What we haveto do is
get much better and more sophisticatedin the way we keep working
with partners—our partnersinthe publicsector who have a policy goal
and our partnersinthe private sector who deliverand manage our
buildings for us on a daily basis. That sense of partnershiphasto be
core to what we do. It is somethingthat we every day keep trying to
reinforce and figure out. How we improve the principles of partnership
and leverage those to deliver on and continue the track record of
success we've had over the last 15 years.

| want to end by showingyou a very short video on that last point
about partnership. Itis interesting for me to talk in the abstract about
buildingschools and hospitalsand highways, butitis interestingto hear
from one of our partners. Michelle DiEmanueleis the CEO of Trillium
(Hospital Network), someone we have done a lot of work with—a
series of projects— and there's more to come. If you know anything of
Trilliumand their patient base, thereisa ton of growth. We continue to
work very closely together. I’'m going to share some of her thoughts on
the relationship we have and what it means to work as partners

Video plays

Allright. So | want to end where | started and just summarize by saying
over the last 15 years we have built somethingherein Ontario that
everyonein thisroom should be really proud of. As the CEO of this

14



Ehren Cory, President and CEO of Infrastructure Ontario to the Canadian Club, Toronto, May 28, 2019

wonderful little agency, | certainlyam. We are recognized around the
world. We have delegations that come from US states and countries all
over the world, and they visit to ask how we have built what we have,
how we have built the track record of success that we have, and ‘How
can we learn from you?’ The government has recently announced its
intention to pursue, or at least look at, ways that we can playa role
outside of our bordersin helpingother jurisdictionslearn from us and
leverage the insight and the intellectual property we have built over the
last 15 years to their benefit. We think doing so will do two things: it
will help those jurisdictions and help address the infrastructure
shortage that the world faces, and we hope it will create a real anchor
and an opportunity for Ontario-based companiesto be ableto
participatein other markets. They have a homegrown advantage having
spentthe last decade-plus working here. We have thisincredible base
to work from and we have an opportunityin front of us. We face really
interesting challengesin how we can continue to deliver meaningful
social infrastructure and transit and civil infrastructure in ways to the
benefit of taxpayers, to the benefit of citizens of Ontario. If we get it
right, it sets us up in a way that makes us the envy of other
jurisdictions. Infrastructure reallyis at the heart of vibrant
communities. We are excited about that challenge. We know that
there's lots of work to do and we look forward to working with all of
you heretodoitinthe years ahead.

Thankyou very much.
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