
 

 
 
P.O. Box 1749 
Halifax, Nova Scotia 
B3J 3A5 Canada    

 
Item No.  11.1.7                 

 Halifax Regional Council 
 April 28, 2015 

  
 
TO:   Mayor Savage and Members of Halifax Regional Council 
 
 
SUBMITTED BY:  

Richard Butts, Chief Administrative Officer 
    
 
          

Mike Labrecque, Deputy Chief Administrative Officer 
 
DATE:   April 1, 2015 
 
SUBJECT:  Sole Source Award – Fibre Optic Network Relocation 
 
 
ORIGIN  
 
The Approved 2015/16 Project Budget for ICT Infrastructure Recapitalization. 
 
 
LEGISLATIVE AUTHORITY 
 
Under the HRM Charter, Section 79 Halifax Regional Council may expend money for municipal 
purposes.  Administrative Order #35, the Procurement Policy, requires Council to approve the award of 
contracts for sole sources exceeding $50,000 or $500,000.  Section 111(5) of the Halifax Charter requires 
Ministerial approval for any lease, lease-purchase or other commitment to pay money over a period 
extending beyond the end of the current fiscal year, where the total commitment exceeds five hundred 
thousand dollars. 
 
 
RECOMMENDATIONS: 
 
It is recommended Halifax Regional Council: 
 
1. In accordance with the sole source provisions of Administrative Order 35, Section 8(11)(A) sub-

section (a) “to ensure compatibility with existing products, to recognize exclusive rights, such as 
exclusive licences, copyright and patent rights, or to maintain specialized products that must be 
maintained by the manufacturer or its representative” award a sole source purchase to 
Internetworking Atlantic Inc. for the construction of a new fibre connection over the MacKay bridge 
in the amount $215,585.23 (net HST included), with funding from Project No. CI000004 - 
Infrastructure Recapitalization, with an annual maintenance fee of $11,732.18 (net HST included) 
payable over a twenty (20) year period; 

 

Recommendations continued on Page 2
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2. Authorize and direct the CAO or his delegates to negotiate a new master service agreement 

(“MSA”) with Internetworking Atlantic Inc.(IAI) in respect of (i) the construction and maintenance of 
a new fibre connection over the MacKay bridge and (ii) existing fibre optic product and services 
detailed in this report, that meets the requirements of the Municipality (to the satisfaction of the 
CAO) and accords with the Financial Implications section of and key terms set out in this report; 

 
3. Authorize the CAO to execute the MSA on behalf of the Municipality for a twenty (20) year 

renewable term at an anticipated annual maintenance cost of $50,336.77 (net HST included), 
subject to successful negotiation of terms and conditions agreeable to the CAO and subject to 
Ministerial approval.  The annual maintenance fees will pay for the upkeep of new fibre connection 
over the MacKay bridge ($11,732.18, net HST included) and existing fibre optic product and 
services ($38,604.59, net HST included).  The net present value of the MSA is $1,464,336.53 (net 
HST included), comprised of the installation costs over the MacKay bridge in the amount 
$215,585.23 (net HST included) and twenty (20) years of annual maintenance fees totalling 
$1,248,751.30 (net HST included); 

 
4. Instruct staff to seek Ministerial approval for this multi-year commitment to expend funds in excess 

of five hundred thousand dollars ($500,000) once the terms and conditions of the MSA have been 
finalized; and 

 

5. Authorize the CAO or his delegate to purchase from IAI additional fibre optic network components 
and/or fibre optic lateral connections during the term of the contract, and to amend the contract 
accordingly, where the purchase is necessary to achieve HRM’s operational requirements and the 
total expenditure is budgeted and within their delegated authorities for sole source awards as 
approved by Council in Administrative Order 35, Procurement Policy, as may be amended at 
Council’s discretion. 

  
 
BACKGROUND 

 
On April 26, 2005, Halifax Regional Council approved a contract with IAI for the construction and co-
ownership of a high speed fibre optic network that spans from downtown Halifax to the Eric Spicer 
Building in Woodside. Under the terms of the contract, HRM has a 49.5% ownership (72 fibre strands), IAI 
owns 49.5% (72 fibre strands) and InNovacorp owns 1% (0 fibre strands, leases from IAI).   This jointly 
owned fibre optic network (which IAI calls the 029 Network) provides connectivity for the computer 
network services used to link sixteen municipality facilities including, but not limited to: Duke Tower, 
Alderney Gate, Eric Spicer Building, and Halifax Regional Police Headquarters. This fibre optic 
infrastructure also provides connectivity between the Municipality’s two datacenters which host HRM’s 
corporate applications including the Revenue System, Email, Permitting System, GIS, and Police/Fire 
Dispatch and Records Management systems. 
 
Since the original build in 2005, under the delegated financial authority of the applicable Business Unit 
Director, the Municipality has expanded the fibre optic network to a total of sixteen municipal facilities by 
procuring the installation and access to additional lateral cables.  Some of the facilities include: Metro 
Transit depots at 200 Illsley and 150 Thornhill Dr.; Police and Fire offices in Burnside; TPW depot at 10 
Thornhill; HRP CID Building on Brunswick St.; and Halifax Ferry Terminal Building. 
 
IAI has treated the expansions completed after the original build in 2005 as being purchased using an 
Indefeasible Right of Use (“IRU”), although the parties did not agree to a set duration for these IRUs in 
contract.  An IRU is a grant from a network service provider (IAI) to a customer permitting the customer 
either common or exclusive use of fibre-optic cable for a defined period of time. In contrast to ownership, 
an IRU places the risk of unexpected future expenses due to cable maintenance/damage or relocation of 
fibre on the service provider. The Municipality’s cost for access and maintenance to the lateral 
connections added after 2005 is currently $38,604.59 (net HST included) annually. 
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The purpose of this report is to solidify an agreement to move the fibre optic cable from the MacDonald 
Bridge to the MacKay Bridge and to co-terminate the existing arrangements for the lateral connections. 
 
 
DISCUSSION 
 
The fibre optic cable that is used to connect the municipal facilities across the harbour is currently 
installed on the MacDonald Bridge. The Halifax Bridge Commission plans to replace the MacDonald 
Bridge deck starting in the spring of 2015.  In preparation for the upcoming maintenance, cabling 
infrastructure currently installed below the deck of the MacDonald Bridge must be relocated.  All of the 
major service providers with infrastructure on the bridge (i.e. IAI, Telus, Bell-Aliant, Eastlink, etc.) have 
decided to relocate their infrastructure to the MacKay Bridge, as remaining on the MacDonald Bridge 
would require the installation of two cables.  A temporary cable would need to be installed above the deck 
during the renovations and a new permanent cable installed underneath the deck after the renovations 
are completed.    
 
The diagram below delineates the route for the new fibre optic cable to be installed.  This new fibre optic 
cable integrates with the existing 029 Network and expands the footprint of the fibre optic products and 
services available to the Municipality through North End Halifax and North End Dartmouth.   

 
As is stated above, the Municipality has been granted several IRU’s from IAI for fibre optic networking 
services since the original build in 2005.  These IRUs have uncertain end dates.  The annual cost for 
these IRU’s is $38,604.59 (net HST included).  It is proposed that these lateral IRUs along with the fibre 
optic build on the MacKay Bridge be consolidated into a single MSA and thus subject to the same terms 
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and all co-terminating twenty (20) years from the date of signing. The new annual maintenance cost 

would be $50,336.77 (net HST included).  Subject to budget availability and the appropriate approvals, 

future additions to the jointly owned 029 Network or the IRU Network could then be added to this MSA. 
The MSA has an initial five (5) year term, and thereafter automatically renews annually to a maximum of 
20 years, unless there is an early termination of the contract.  IAI’s proposal also includes an option for 
the municipality to extend the MSA for an additional 20 years for a cost of $1. 
 
The municipality’s fibre optic network is jointly owned with IAI and is delivered through shared fibre 
infrastructure assets.  IAI, along with the other service providers currently on the MacDonald Bridge, have 
decided to move their fibre infrastructure to the MacKay Bridge.  To maximize the value of the previous 
investment and to continue to minimize municipal expenditure, the existing relationship with IAI should be 
maintained.  The other fibre optic service providers do not provide the same type of service as IAI. They 
would not provide dark fibre (unused fibre strands available for expansion without leased/metered transfer 
speeds) which would yield higher monthly operating costs for the municipality. Further, connecting the 
municipality’s existing fibre optic network with that of another service provider’s would add unnecessary 
complexity and costs.  
 
 
 
FINANCIAL IMPLICATIONS 
 
Based on the sole source pricing of $206,725, plus net HST of $8,860.23, for a net total of $215,585.23, 
funding is available from Capital Account CI000004 – Infrastructure Recapitalization.  The first year 
annual consolidated maintenance costs of $48,296.77 plus net HST of $2,070.00 for a total of $50,336.77 
(net HST included) is available from Operating Account A742 – Technology Infrastructure.  Budget 
availability has been confirmed by Finance. 
 
Budget Summary: Project No. CI000004 – Infrastructure Recapitalization 

Cumulative Unspent Budget    $      216,384.07 
Less: Sole Source (Capital)    $      215,585.23* 

   Balance      $            798.84 
  
*The capital project was originally estimated at $250,000.00 (net HST included).  Remaining funds will be 
used for other infrastructure recapitalization projects.  
  
 
ENVIRONMENTAL IMPLICATIONS 
 
Not Applicable 
 
ALTERNATIVES 
 

1. Regional Council may choose to abandon using the existing fibre optic network and direct staff to 
solicit competitive solutions which would replace the current HRM-owned components of the 
existing fibre optic network with the new services. This is not recommended by staff as the 
current market cost to provide the similar services we currently utilize on the IAI fibre optic 
network would cost $537,000 annually and additional capacity can be enabled for existing and 
future facilities on the fibre optic network without the municipality incurring additional costs.    

 
ATTACHMENTS 
 
Attachment A – Administrative Order #35, Procurement Policy Section 8(11)(A) 
 
Attachment B - Halifax Regional Council, April 26, 2005, Item 10.1.6 – Report to Council “HRM Public 
Sector Partnership – Dartmouth Fiber Optic Network” 
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A copy of this report can be obtained online at http://www.halifax.ca/council/agendasc/cagenda.php then choose the 
appropriate meeting date, or by contacting the Office of the Municipal Clerk at 490-4210, or Fax 490-4208. 
 
Report Prepared by: Phillip Evans, Technology Infrastructure Manager, Service Management & Operations,    
(490-6567) 
 
 
 
Report Reviewed by:          __________________________________________________ 
   Donna Davis, Chief Information Officer (490-4417) 
 
 
 
Report Reviewed by: ___________________________________________________ 

Greg Keefe, Director of Finance & ICT/CFO (490-6308) 
 
    
 
Report Reviewed by: ___________________________________________________ 

David Greener, Senior Solicitor, Legal Services, 490-3960 
 
 
 
Report Reviewed by: ___________________________________________________ 

John Traves, Director, Legal Services, 490-4219 
 
 
     
Procurement Review:  

Anne Feist, Manager, Procurement (490-4200)                        
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Attachment A 
Administrative Order 35 

Procurement Policy Section 8 (11) (A) 
Sole Source/Single Source Purchases 

 
(11) Alternative Procurement Practices may be used as follows:  
 
A. Sole Source/Single Source Purchases. These occur:  
(a) To ensure compatibility with existing products, to recognize exclusive rights, such as exclusive 
licences, copyright and patent rights, or to maintain specialized products that must be maintained by the 
manufacturer or its representative.  
(b) Where there is an absence of competition for technical reasons and the goods or services can be 
supplied only by a particular supplier and no alternative or substitute exists.  
(c) For the procurement of goods or services the supply of which is controlled by a supplier that is a 
statutory monopoly.  
(d) For the purchase of goods on a commodity market.  
(e) For work to be performed on or about a leased building or portions thereof that may be performed only 
by the lessor.  
(f) For work to be performed on property by a contractor according to provisions of a warranty or 
guarantee held in respect of the property or the original work.  
(g) For the procurement of a prototype of a first good or service to be developed in the course of and for a 
particular contract for research, experiment, study or original development, but not for any subsequent 
purchases.  
(h) For the purchase of goods under exceptionally advantageous circumstances such as bankruptcy or 
receivership  
(i) For the procurement of original works of art.  
(j) For the procurement of goods intended for resale to the public.  
(k) For the procurement from a public body or a not-for-profit corporation.  
(l) For the procurement of goods or services for the purpose of evaluating or piloting new or innovative 
technology with demonstrated environmental, economic or social benefits when compared to 
conventional technology, but not for any subsequent purchases. 
 
The terms and conditions of a sole source/single source purchase shall be negotiated.  Sole 
source/single source purchases over $25,000 and not exceeding $50,000 shall be approved by the CAO. 
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