
May 30, 2024 
 
Presentation to: Winnipeg City Council  
 
From: Chris Lorenc, B.A., LL.B., President & CEO, MHCA 
 
Subject:       SPC Public Works – Item No. 1 Purchase of New and Modern Asphalt Plant Technology 
 
Thank you for the opportunity to speak on Item No. 1, Motion to Purchase a New Asphalt Plant. 
 
To respond to the assertions within this motion, I believe offering you the weight of facts, is the most useful 
approach. 
 
Most if not all of the information I share today is public. And the facts which follow disabuse the motion of merit, 
especially assertions, that the City is paying too much for less than quality, responsive service in the tendering to the 
private sector for the production and supply of hot-mix asphalt for patching and paving. 
 
The City semi-annually tenders to the private sector for the production and delivery of approximately 30,000 tonnes 
of hot-mix asphalt for paving roads. The tender typically is advertised in the winter, and it is the lowest qualifying 
bidder that is awarded the contract.  
 
The City also tenders for hot mix asphalt for patching with quantities rising from 2,700 tonnes in 2019 …. to 5,000 
tonnes in 2024.  
 
As to price…. 
 
A review of the three tenders for hot-mix asphalt for paving roads – 2019, 2022 and 2023 – shows a competitive 
range of bids for roughly 30,000 tonnes each year: 

- 2023 – five bids, the lowest winning bid was $2.5 million 
- 2022 – five bids, the lowest winning bid was $2.2 million 
- 2019 – five bids, the lowest winning bid was $2.0 million 

 
A review of tenders for hot mix asphalt for patching – 2019, 2021, 2022 and 2024 – shows a similarly competitive 
range: 

- 2024 – three bids, winning bid was $461,000 (5,000 tonnes) 
- 2022 – four bids, winning bid was $287,000 (3,300 tonnes)   
- 2021 - I could not find the 2021 bid documents on Merx, but the award was split between two contractors, 

totaling $207,000, for 2,700 tonnes. 
- 2019 – three bids, winning bid was $216,000 (2,700 tonnes) 

 
All in, the city bought hot mix asphalt for patching in 2019 for $80/tonne and in 2024, at $92/tonne - 15% increase 
over 5-years. 
 
All in, the City bought hot mix asphalt for paving in 2019 for $61/tonne and in 2023, at $81/tonne - 32% increase 
over 5-years. 
 
Keep in mind that the above per tonne prices include input costs. In 2023 that included ~$45/tonne for asphalt oil; 
~$25/tonne for aggregate; plus production and in the case of paving, transportation costs.  
 
The costs to industry, from the pandemic on, and especially in 2022, reflect the significant rise in cost of fuel, oil, 
aggregates and capital acquisition (equipment). 
 
Anyone aware of how global and market prices have skyrocketed would see the impact not just on this industry 



but the entire economy. 
 
So, the notion that pricing is “exorbitant” to feed “significant profit margins” is not evidenced in facts. 
 
The city, in fact, purchases hot mix asphalt benefiting by a competitive market. How? It’s about economies of scale 
creating efficiency. 
 
Industry over the long-haul has invested in plant, workforce development, market opportunities and is, therefore, 
producing a significant tonnage of asphalt - cumulatively capacity is around ~1 million tonnes/year - for its diverse 
business profiles for a much broader market.   
 
In other words, the cost is shared across a much greater volume of production. This creates mass production and 
therefore efficiencies of scale. 
 
To the motion’s suggestion that the city is at the mercy of an industry that in the last five years, has seen 
consolidation, and therefore reduced competition, again, here are some facts:  
 

- one company - Darco - was sold to a competitor when the owner retired. 
- one company closed - Borland. 
- two companies entered the hot mix market - Wintec and Bayview 

 
In total, there are six contractors in the market: Those are: 

• Bayview   Maple Leaf 
• Wintec   Nelson River 
• Bituminex  Asphaltec  

 
That is good competition for a city market of this size. 
 
Now on the point of inflation. We’ve heard repeatedly some startling assertions about the “inflation” in the heavy 
construction industry.   
 
Earlier this year, it was stated in these Chambers that “…the cost of construction has gone up in the last 30 years 
ten times (10x) higher than the income of the taxpayers that pay for it.” This Chamber was given no facts or data 
to verify this claim.  
 
In fact, Statistics Canada data disprove the assertion: 

Using Statistics Canada's ‘Income of Individuals’ table released in May 2023, and the Hanscomb calculator, 
one of Canada’s leading construction cost consultants, based on Statistics Canada’s data about changes in 
construction material and labour costs: the cost of non-residential construction has increased about 3.6 
times more than median incomes in Winnipeg over the most recent 30-year period for which data 
are readily available. 
 
3.6 times over 30-years, not the alleged 10 times. 

 
The above assessment in much greater detail was provided to the councillor, who asserted the above higher 
multiple, by a taxpayer who happened to be watching the proceedings. 
 
Further, the City’s 2023 Economic, Demographic, and Fiscal Outlook Report own calculation of construction 
inflation in Manitoba, again based on Statistics Canada data, states that from 1982 to 2022, it averaged at about 3% 
per year. This includes the 12.3% rate in 2022 – the factors/price pressures for that significant hike were noted 
above. 
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Back to the accusation that Winnipeg is “at the mercy” of the private sector, which gives priority to its own need for 
asphalt ahead of city needs, again, facts, suggest otherwise…. 
 
Contracts ensure timely upon demand supply and delivery through the use of “liquidated damages”: 
 

- for delay of supply -- $200 per day  
- for City trucks not loaded within 30 minutes of their arrival -- $85 for every 30 minutes delay. 

 
Before considering the motion to (re)establish an asphalt plant, some contextual, historical, factual information to 
be mindful of.  
 
Purchasing a mobile asphalt plant sounds attractive. But I am advised by industry that the plants illustrated in the 
photos provided Council would not have the capacity to produce the volumes of asphalt for paving, only for 
patching.  
 
To include paving capacity, the City would in addition require: 

- land – zoned M3 
- storage silos, essential for patching operations 
- fuel tanks 
- power units 
- ability to incorporate recycled asphalt and shingles 
- mobile truck scale 

 
The estimated capital cost to acquire, set up and permit a plant to produce the required tonnage (150 tonnes per 
hour) would be more than $5 million. This does not include annual staffing, operating and maintenance costs. 
 
But there’s more: As noted earlier, the majority of the per-tonne cost of production is in the aggregates and asphalt 
emulsion. These would have to be purchased in the market subject to the same competitive price pressures faced 
by all product purchasers. 
 
As I’ve mentioned, the competitive pricing from the private sector tendering for hot mix asphalt is largely gained 
through the efficiencies of scale, of an industry that is producing significant tonnages of asphalt for broader purposes 
and not to a limited, single-purpose user. 
 
And finally, I remind you as “lesson learned”, of the City’s last attempt to establish a special operating agency for the 
supply of aggregates already available from the private sector. Against informed caution and advice, former Mayor 
Murray’s Council established an SOA to extract aggregates in a pit in the RM of Springfield, for city needs. 
 
After approximately three years of operation, the city lost an estimated $7 million. No one was held accountable. 
The pit was ultimately offered for sale and purchased by the private sector. It continues to compete profitably in the 
market today. 
 
Don’t make the same mistake. I urge you to reject the recommendations and defeat the Motion.   
 
Thank you for your attention.  
 
 
Chris Lorenc, B.A., LL.B., 
President & CEO, MHCA 
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