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This report represents the end of a long road of research and discussion for the SIRP Task
Force. More importantly, it marks the beginning of a new road toward infrastructure solutions.

Every attempt has been made fo ensure that this report has been written in a reader-friendly
manner, defining necessary technical terminology along the way. Many useful references have been
sourced throughout, and are listed in the accompanying appendices and bibliography.

The SIRP Task Force members acknowledge with sincere appreciation the work done by
Chris Lorenc and Bill Carroll, who are primarily responsible for authoring this report.

Many resources have been called upon to compile the information contained herein.
Every effort has been made to ensure that alf the figures in this report are as current and accurate as
possible. The SIRP Task Force members acknowledge all City of Winnipeg departments and staff who
assisted in the preparation of this report. Without their expertise and dedication — in providing
research, consultation, and administrative support — we could not have accomplished our task. To
those individuals, too numerous to mention, we sincerely say thank you.

— The SIRP Task Force







In April 1995, the Committee on Works and Operations recognized the need to adopt a
Strategic Infrastructure Reinvestment Policy (SIRP) for Winnipeg. If established a volunteer task

force comprising a cross-section of participants from government, business, labour and academic
communities.

The SIRP Task Force was charged with the responsibilily of draffing a plan with the following
gouals:

* document the current infrastructure condition
© identify investment needed for upgrade and strategic investment
* establish a plan to fund infrastructure investment

o identify such legislative and other amendment(s} required to facilitate implementation of
the financial plan, and

e recommend a “Strategic Infrastructure Reinvestment Policy”.

The Task Force’s view is that any infrastructure policy that the City adopts must be sustain-
able. Sustainable infrastructure decisions are ones that make sense for today and tomorrow. They
should be referenced against key elements, including:

e cost/benefit analysis
s life cycle costing
¢ management of exisfing resources

* appropriate financing decisions

L]

strategic product selection

L 3

use and application of new technology and new products

infrastructure technology research

development of economic opportunities resulting from the challenges of infrasiructure
investment.

Practicing these concepts will ensure that we do not pass on today's problems to future
generations.

The purpose of the report is not to identify a specific dollar amount to remedy the situation.
instead, it is designed fo identify infrastructure needs, investment options, and to create a policy

framework that arms City Council with knowledge and consequences of its infrastructure decision-
making.
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Winnipeg has a large infrastructure deficit — that is, the difference between what is cur-
rently being dedicated to infrastructure maintenance and renewal, and what needs to be invested.
Such a condition is common to most North American cifies. The Federation of Canadian
Monicipalities and McGill Universily published the “Repor on the State of Municipal Infrasiructure in
Canada” {January 1996) which then estimated Canada’s municipal infrastructure deficit at $44 billion.

The City of Winnipeg undertook a limited analysis of the state of its infrastructure and pub-
lished the Report on Infrastructure 1994, This report reviewed the state of the City’s bridges, sirests,
alleys, sidewalks and water and sewer mains, and determined that by the year 2000, this infrastruc-
lure may require approximaltely $525 million {1994 dollars) in maintenance and renewal works.
The Task Force notes that by including the City's parking siructures, buildings, swimming pools,
solid waste and electric utility components, the total infrastructure maintenance and renewal works
backlog easily exceeds $750 million.

It is worthy to note that Winnipeg's infrastructure currently represents a cumulative public
investment of approximately $14.4 hillion.

The SIRP Task Force report atlempls to identify the magnitude of the problem facing
Winnipeg by documenting the current condition and oullining reinvestment needs. To do so, this
report evaluates historical investment, required annual investment and average annual investment
budgeted in the following categories:

* Structures: Bridges, Underpasses & Culverts
» Pavements; Streets, Lanes, Sidewalks
¢ Underground: Watermain and Sewer

e Other Municipal Infrastructure: such as hydro facilities, buildings, parkades, bus feets,
sewage treatment plants, swimming pools, arenas, waler reservoirs, agueduct, and
pumping stafions.

The major infrastructure oullined above requires approximately $202 million per year in
required annual maintenance and renewal works. In redlity, only about $120 million per year has
been budgeted. While the City’s efforts in maintaining the infrastructure with limited resources is
notable, the annudl infrastructure investment deficit of almost $82 million must be addressed. As in
other jurisdictions, the City of Winnipeg's infrastructure budgets fall seriously short of prudent asset
management,
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The infrastructure deficit facing Winnipeg can be attributed to a number of significant factors:
o old infrastructure

s severe climate and soil conditions
¢ inadequate maintenance

¢ inadequate and non-uniform
standards

o changing growih palterns
e exurban development
e financial restrictions

¢ cash accounting methods

e insufficient analysis

e absence of policy.

Deferring required investment in infrasiructure maintenance and renewal results in eventual
costs of repair as much as three o five times higher — depending upon the specific asset. 1t also
contradicts a fundamental principle of sustainability, namely that each generation should pay for its
share of use and enjoyment of intergenerational assets.

Maintaining existing infrastructure is not our only concern. New infrastructure requirements
fo meet new federal or provincial regulations, accommodate growth, facilitate economic opportuni-

fies and provide flood profection over the next 10 - 20 years are estimated to be an addifional
$1.4 biflion.

Upon reviewing our infrastructure condition and the reasons for if, the SIRP Task Force con-
cludes that there are three key issues:

1) we must invest more into infrasiructure
2} we must make strategic investments with the dollars we do have, and
3) we must find ways to reduce the magnitude of the infrasiruciure deficit problem.

It is essential that infrastructure spending be seen as an investment and not a cost,
Infrastructure investments must be sustainable, strategic in nature, balanced in approach, and based
on sound cost benefit and life cycle andlyses.
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Winnipeg City Council has long recognized the need for a strategic infrastructure reinvest-
ment policy, and has articulated this commitment in three major policy documents:

e Plan Winnipeg... Toward 2010
e Financial Management Plan — 10 Gouls for a Sironger Financial Future

© Priorities for Winnipeg — Building Toward the 21st Century.

The documented and continuing deterioration of our infrastructure, coupled with escalating
costs of rehabilitation, requires immediate policy and programming attention. Sustainable infrastruc-
ture programs will only occur if they are based on sound policy and fiscally responsible principles.

The SIRP Task Force’s examination of this issue resulted in development of 30 policy
recommendalions with respect o infrastructure reinvestment in the following categories:

¢ infrastructure maintenance

® new technology

* financing options

* dlternative service delivery

* Winnipeg Transportation Utility
e National Infrastructure Policy

* sustainable infrastructure principles

A summary of these recommendations and a plan for their implementation follows on
page 71 of this report.

Dealing with the infrastructure deficit is an important challenge. The risks of further neglect
are great. Neglect creates an overwhelming future financial burden and the potential risk for public
harm — and therefore, liability. Confinued underfunding will result in accelerated infrastructure
decay, more borrowing, and increased taxation, It will also result in infrastructure that is inefficient
and substandard in capacity. The cumulative effect will result in reduced economic opportunity and
a decline in Winnipeg's qudlity of life. Therefore, we must practically and reasonably reduce the
infrastructure deficit.

By adopting a comprehensive policy-based approach to infrastructure investment — based
upon knowledge and decision-making consequences — Winnipeg will not only lead by example, but
will be well-poised to meet the challenges and opportunities of the new millennium.
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The SIRP Task Force

In April 1995, the Commitiee on Works and Operations recognized the need to adopt a
Strategic Infrastructure Reinvestment Policy (SIRP) for Winnipeg. To do so, a volunteer task force com-
prising a cross-section of participants from government, business, labour and academic communities
was established. The Task Force members are identified on page four of this document.

The challenge for the SIRP Task Force has been to devise strategies fo make the seemingly
impossible, possible — that is, during o fime of government fiscal restraint, to direct more resources
to infrastructure. Our findings and policy option recommendations for Council’s consideration are
outlined in this report.

Terms of Reference
The SIRP Task Force was charged with the responsibility of presenting recommendations with
the following godals:

¢ document the current infrastructure condition ,
¢ identify investment needed for upgrade and strategic investment
e establish a plan to fund infrastructure investment

o identify such legislative and other amendment(s) required to facilitate implementation of
the financial plan, and

s recommend a “Strategic Infrastruclure Reinvestment Policy”.

In addressing these goals, the Task Force report reflects its consensus opinion.

Repeort Structure

This report is designed fo provide a comprehensive overview of infrasiructure issues in
Winnipeg. It begins by defining sustainable infrastructure and its policy context. It reviews the exist-
ing infrastructure condition, including the total estimated infrastructure deficit, and explores why this
deficit has occurred. It outlines new infrastructure requirements and their associated costs. The reporl
concludes with strategic policy recommendations, as well as a proposed implemeniafion plan.




Report Purpose
A When this report becomes public, the first question will be “What's the cost fo the
taxpayer?” The purpose of this report is not to identify a spending plan. Rather, it is designed to:

e identify the infrastructure investment requirements referenced against planned investment,

e provide a policy framework that arms current and future councillors with increased
knowledge on the consequences of iheir decision-making, and

° identify oplions such as user fees, cash financing and alternative service delivery for
investment decisions.

Within the above framework, Council can assess the merits of infrastructure investment
decisions and adjudicate upon their relative priority against the backdrop of all the financial
demands made upon the City.




In 1994, the Manitoba Round Table on Environment & Economy (MRTEE) was established
by the Provincial government to create a sustainable development strategy for Manitobans. !t devel-
oped 10 Principles for Sustainable Development and Six Fundamental Guidelines (MRTEE, “Towards
a Sustainable Development Strategy for Manitobans”, 1994) that should guide our actions on every
front, including infrastructure rehabilitation and development {Appendix “A”J.

These principles and guidelines are valuable, important and should be more widely
embraced than they are at present. They are the basis for the 10 Principles for Susiainable

Infrastructure Development [Appendix “B”} developed by the SIRP Task Force, against which we have

referenced our recommendations. In short, these principles are:
1. Efficient use of resources
2. Systematic decision making and long-term planning
3. Proper infrasiructure maintenance
4. New technology and scientific innovation
5. Shared responsibility and accountability
6. Stewardship
7. Environmental management
8. Pollution prevention -
9. Understanding and respect
10. Sustainabilify

Sustainable Infrastructure Defined

Many people siruggle with the meaning of sustainable development, and its relationship to
infrastructure. For the purposes of this report, “sustainable infrastructure development” means the

process of making infrastructure decisions that make sense for today and tomorrow.

The concept embraces the following concepts and tools:

e cost/benefit analysis

s life cycle costing

* managing the use of existing resources

e appropriate financing decisions

¢ infelligent prodluct selection

¢ use and application of new technology and products

o supporling infrastructure technology research and application, and

o developing economic opportunities from the challenges of infrastructure investments

A sound
infrastructure
improves
economic
competitive
position in the
international
marketplace.




“... investing
in public
infrastructure
directly
augments
private sector
production.”

Practicing these concepts will help ensure that we do not pass on our problems to fulure
generations.

The Case for Reinvestment

Our quality of life depends upon an efficient and well-maintained infrastructure, Canada
depends heavily on infernational trade for economic growth and prosperity. Canadian exports are
equivalent to almost 40 per cent of our Gross Domestic Product (GDP); by contrast, exports are only
13 per cent of the U.S. economy {Rubin, “Baitered on All Fronts”, December 16, 1997).

To compete in infernational markets, as well as maintain and enhance prosperity, an effi-
cient infrastructure is necessary. Our advantage over less developed countries exists because of our
technology; our systems for moving goods, services and information; and our basic infrastructure
fubric that keeps our cifizens healthy and strong. As a country, we cannot afford to lose this compet-
itive edge. '

In citing examples of how infrastructure can affect quality of life, the Association of
Consulting Engineers of Canada identifies the impacts of doing nothing about our municipal
infrastructure as including the following:

e increased water treatment and waste water trealment costs

* diminished quality of service

* increased pollution through leakages

¢ higher long term renewdl costs due to deferred maintenance

{“Infrastructures in Cancda — An Ounce of Prevention is Worth a Pound of Cure”, March 1998}

All levels of government strive for full employment, economic grawth and prosperity.
Infrastructure investment puts people to work, replaces failing systems, and facilitates economic
growth. The public generally supports infrastructure programs because of tangible results in the form
of improved roads, bridges and enhanced communities. The business sector supports infrastructure
investments because an efficient infrastructure improves its competitive position in the international
marketplace. Infrastructure — America’s Third Deficit {Aschauver, 1991) clearly demonsteates that
“investing in public infrastructure directly augments private sector production.”

Winnipeg is an important gateway to the international marketplace, and was ranked «s
one of the top five Canadian cities for exports (Globe and Mail, Report on Business, August 1997).
Reliable infrastructure is key to maintaining this position.
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The Infrastructure Deficit

In January 1985, the Federation of Canadian Municipalities {FCM] published a comprehen-
sive report entifled Municipal Infrastructure in Canada: Physical Condition and Funding Adequacy.
This report defined a municipal infrastructure deficit as essentially “the difference between infrastructure
investment and needs”. In 1985, the national municipal infrastructure deficit was estimated by the FCM
to be $12 billion. The report urged the Federal and Provincial governments fo colluborate in a cost-
shared national program dimed ot helping municipdlities cope with this massive problem.

McGill University conducted a subsequent cross-Canada survey of the municipal infrastruc-
ture condition {“Canadian Municipal Infrastructure Survey”, December 1995). This was closely
followed by an update of the FCM report, prepared by McGill University (FCM/McGill, “Report on
the State of Municipal Infrastructure in Canada”, January 1996) which then estimated Canadd’s
infrastructure deficit at $44 billion — and this just fo improve the nation’s infrastructure to an
acceptable condifion.

Part of the increase over the 1985 esiimate was due to broadening the definition of munici-
pal infrastructure to include municipal buildings, solid waste facilifies, parking lots and structures,
and electrical power distribution facilities. Notwithstanding this broadened definition, it is clear that
the infrastructure deficit is a growing problem in this country.

The City of Winnipeg undertook a limited analysis of the state of infrastructure in the Report
on Infrastructure 1994. It was presenied to the Works and Operations Standing Committee in
October 1994. This report reviewed the state of the City's bridges, streets, alleys, sidewalks, and
water and sewer mains, and determined that these represent a cumulative public investment of
approximately $6.5 billion. By the year 2000, the report suggested this infrastruciure may require
approximately $525 million (1994 dollars) in maintenance and renewal works. By including the
City’s parking siructures, buildings, swimming pools, solid waste and electric utility components, our
total infrastructure maintenance and renewal works backlog easily exceeds $750 million.

A recent Canadian Union of Public Employees {(CUPE) report stated “The Cily’s ever increas-
ing infrastructure deficit is something that needs to be attended to. It is perhaps of greater fong ferm
consequence o the cifizens we serve than our current finance related challenges.” {CUPE, “Report fo
Council on Reshaping Our Civic Government”, February 1997)

It is widely accepted that the federal, provincial and municipal goveraments across Canada
are faced with challenging financial circumstances. However, given the importance of infrastructure
to our social and economic well-being, such investments are cost effective. This logic was embraced
by the Federal Government, resulting in the $6 billion Canada Infrastructure Works Program {CIWP)
approved in 1994. The CIWP was extended to cover « five-year period in the 1995 Federal Budget.
In Janvary 1997, a $425 million additional allocation to the program was announced to further
assist job creation while focusing on infrastructure rehabilitation.

Infrastructure

Deficit -

“the differeiice
between
infrastructure
investment
and needs.”
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«. If anything,
the CIWP
(Canada
Infrastructure
Works Program)
- exposed the
volume of
infrastructure
work which
remains
unfinished.”

The continuing delerioration of our infrastructure and the escalating costs of rehabilitation
require immediate policy and programming attention. Sustainable infrastructure programs will only
occur if they are based on sound policy and fiscally responsible principles.

Infrastructure spending must be seen as an investment and not a cost. The investment must
be strategic in nature, balanced in approach, and based on sound cost/benefit and life cycle analyses.

Council’s Commitment to Infrastructure

Winnipeg City Council has long recognized the need for a strategic infrastructure reinvest-
ment policy, and has articulated this commitment in a variely of public documents. Three major
policy documents that demonstrate this commitment include:

* Plan Winnipeg...Toward 2010
e Financial Management Plan — 10 Goals for a Sironger Financial Future

® Priorities for Winnipeg — Building Toward the 21st Century.

e Plan Winnipeg...Toward 2010

It is fundamentatly imporfant that any decisions on municipal infrastruciure be made within
the context of an adopted policy by City Council. As with everything the City of Winnipeg does, the
backdrop for policy making can be found in Plan Winnipeg... Toward 2010 (City of Winnipeg
Planning Department, 1993). Following extensive community consultation, Plan Winnipeg was
approved by the Province of Manitoba and adopted by City Council on June 23, 1993.

Plan Winnipeg devotes an entire chapter to Urban Development Management, including
infrastructure. It states:

Our regional services and facilities represent a major investment of public funds, It is
important that this investment be profected. The overall cost of orderly maintenance and
reconstruction programs is less than deferral, which eventually requires expensive catch-up
work.

On the issue of maintenance of infrastructure, Plan Winnipeg Policy 5C-01— Maintain
Existing Infrasirucfure — states:

The City shall maintain the existing capacity of regional sireet, bridge, and public
transit systems as its highesf priorify ifem for expendifure of funds when developing the
yearly and five-year fransportation capital programs.
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And finally, Plan Winnipeg Policy 5C-36 — Provide Infrastructure Maintenance and
Renewal — states: '

The City shall endeavour to provide basic maintenance and renewal of its infrastructure of
pavements, sewers and watermains,

e Financial Management Plan —
10 Goals for a Sironger Financial Future
Plan Winnipeg called for the adoption of a financial management plan, by stating:

The City shall prepare, implement and periodically review a financial management
strategy that addresses alternative revenue sources and provides solutions for reducing
property tax-supported debt.

In response to this commitment, the Financial Management Plan — 10 Goals for a Stronger
Financial Future [City of Winnipeg, 1995} was adopted by Council on July 12, 1995. The plan sets
out Council’s top 10 financial goals along with strategies designed fo ensure performance measure-
ment. These are designed to:

... help the City balance its spending priorities with its available resources so that it can
meet ifs obligations while improving Winnipeg’s economic position.

The Financial Management Plan links infrastructure renewal to economic development, global
competitiveness and future prosperity — in short, o quality of fife. Accordingly, the filth goal —
Renew Infrastructure — states:

The City will develop a detailed list of total infrastructure liabilities with priorized plans to
repair them and identified funding sources during the next term of Council,

An outcome of the Financial Management Plan is this SIRP Task Force report. A future
outcome must be Council’s consideration and, hopefully, adoption of the recommendations in this
report,

“It would cost
every man,
woman and
child in Canada
about $1500
each to upgrade
infrastructure to
an acceptable
level.”




Decisions
on municipal
infrastructure

must be
made within
the context
of an adopted
civic policy.

® Priorities for Winnipeg — Building Toward the 21st Century

Council adopted Priorities for Winnipeg — Building Toward the 21st Century (City of
Winnipeg, 1996) on June 19, 1996, premised on the principle enunciated in Plan Winnipeg that
“there must be a commitment to policy and direction with no room for ambiguity”,

In Priorities for Winnipeg, Council set out five broad pricrity areas for the current term of
Council. One of these is “Managing our Investment in Infrastructure” which targets five specific areas
for attention:

¢ developing o residential streefs renewal program
o investing strategically in new infrastructure

e re-investing in hydro and water quality

¢ extending the life of the aqueduct

¢ commitfing fo long-range planning.

. Clearly in all its major policy documents, Council publicly recognizes the importance of
infrastructure. |t must now address this challenge with a bold commitment to policy and action.




The figures used in this section of the report were provided and verified by Public Works, Water and
Waste, and other civic departments of the Cily of Winnipeg, as required. The figures are estimates
and include funding from several sources, including but not limited to: City of Winnipeg Capital
Program and Current Operating Budgets, Provincial Urban Capital Project Allocation {UCPA} and
Canada/Manitoba Infrastructure Works Program (C/MIWP). These figures do not include amounts
from the Manitoba/Winnipeg Community Revitalization Program, developer agreements or focal

improvemenis. Every altempt has been made to ensure that these figures are as current and accurate
as possible. '

This Task Force report attempts to identify the magnitude of the infrastructure deficit chl-
lenge facing Winnipeg by documenfing its current condition and outlining future reinvesiment needs.

Undersianding the following definitions is an important prerequisite to understanding our
infrastructure condition: :

Replacement Value
Indicates the gross replacement value of an infrastructure asset.

Historical investiment {Historical)
Unless otherwise noted, this is an annual average of infrastructure renewal investments
made over the last 10 years, based on capital budgets.

Required Annual Invesiment (Required)

An estimate of the long-term annual average capital required to preserve existing infra-
structure. It does not account for the current age or condition of the infrastructure, which
may increase or decrease the current need, nor does it account for the day to day mainte-
nance required to keep the system functioning.

Average Annual Invesiment Budget (Budgeted)
This is taken from the capital budget and five-year budgets. It represents an average of the
budgeted investments proposed for the next six years.

Annual Investment Deficit

The difference between the required annual investment and either the historical or budgeted
amount, ’




.. the
(Canadian)
infrastructure
deficit has two
elements —
the absence

of adequate
funding and

' policy.”
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This section of the report illustrates historical, required annual, average annual budgeted
investments, annual invesiment deficits, and the financing methods employed for each category of

infrastructure.

Struciures: Bridges, Underpasses & Culveris

Structures consist of waterway crossings, traffic and rail underpasses, and major culverts.
There are approximately 196 such siructures in our system, Collectively, they represent a replacement
value of $987 million. The historic, required and budgeted levels of annual investment, as identified
in the 1998 capital budget and five-year forecast, are:

Funding Total :

$11.3 million
$19.7 million
$13.7 million

¢ Historical
* Required
e Budgeted

Structures in Fair to
Poor Condition

Maijor Structures

37% 52%

Minor Structures

With the exception of Provincial Urban
Capital Projects Allocation {UCPA} funding, and
the 30-year lease-back partnership agreement
on the recently built Charleswood Bridge
Project, all City funding in this category is by
debenture debt financing.

The annual investment deficit in struc-
tures is $6.0 million. Deferring major rehabilita-
tion impacts significantly on maintenance costs
and results in higher capital improvement costs.

Major structures include waterway
crossings and railway underpasses for vehicular
traffic. Examples include the Jubilee Underpass
and the Charleswood Bridge. Minor Structures
include pedesirian waterway crossings such as
the Assiniboine Park Footbridge, and major cul-
verts such as the Omand's Creek crossings at St.
Matthew’s Avenue, Ellice Avenue and Sargent
Avenve.

There are a number of major struclures in poor condition, such as the Provencher Bridge
and the Disraeli Bridge and Overpass. These represent a significant financial liability to the City
within the next 10 years as major investments for rehabilitation will be required in this time frame.
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Pavements: Streets, Lanes, Sidewalks

¢ Pavement Condition Rating & Management

Through timely use of overlays and concrete repairs, the City can reduce the rate of
pavement replacement {as well as deferring the requirement for replacement). The diagram below
illustrates the consequences of poor maintenance and rehabilitation timing. i such work is performed
during the early stages of deterioration, before a sharp decline in pavement condition, a great deal
of the cost of renewal can be deferred.

Pavement Life Cycle

Excellent
$1.00 for
Very Good -~ pavement
: rehabilitation here
. ! ] ‘
Good ‘ ﬁ
Fair ' _ significant drop |-
T in pavement )
condition | will cost $3.00 -
Poor : . to $4,00 here -
Very Poor Sl e e T
e TR e e e e Vi owdipeércentage of
Faited =~ .0 . . .. . - pacwentlife
L
Time

The consequences of poor maintenance and rehabhilitatien timing

In addition, the current operating budget for street maintenance provides for maintenance
of both paved and unpaved streets, associated ditches, culverts, back lanes, sidewalks and railway
crossings. Maintenance activities include both planned, rehabilitative work as well as reactive, or
safety maintenance activities.

‘Good maintenance practices, at the optimal location and time, slow the deterioration rate
of the pavement. Unfortunately, accelerated deterioration of the street system as a whole forces an
increase in reactive maintenance measures. For example, the declining condition of the residential
street system over the past three years corresponds to an increase in pothole patching expenditures
of approximately 20 per cent over the same period of time.

The Public Works Department conducts annual surface distress surveys of both the City's
regional and residential street systems. Through the use of a Pavement Management System (PMS),
the calculated Pavement Condition Index {(PCl} classifies each paved street section into the various
fevels of pavement condition: Excellent, Very Good, Good, Fait, Poor, Very Poor, and Failed.
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Due lo restricted resources, the pavement ratings have not been kept current. However, the
data presented herein will give the reader a high tevel overview of the problem.

Regional Streets

Winnipeg's regional e P
street system is vital to the move- - R /v P
ment of traffic and goods . TG ‘ba.‘\ e
throughout the city. It is estimat- VLI
ed the regional system carries ‘ T e
about 80 per cent of the enfire . -~.;"f’(‘-ff".:(~ S
vehicle kifometres of fravel for 7 . / ' :
the city {Public Works
Department). The regional net- ot
work of approximately 1720 i
lane kilometres {Winnipeg to o
Trail, B.C.) has a replacement i

value of about $1 billion. w‘_ I "-‘I‘V/

Deterioration of the L
regional network has been kept
to & minimum only because of reaclive maintenance and renewal measures. Between 1994 and
1997, the inventory of regional sireets in poor to failed condition increased from about 360 lane
kilometres to about 380 lane kilometres {Winnipeg to Roblin, Manitoba) or 20 per cent of the entire
regional network.

O Reblin | ! ,;‘_ /}"

The historical, required and budgeted levels of regional street renewal invesiment, as identi-
fied in the 1998 capital budget and five-year forecast, are:

With the exception of the Provincial

L P e - UCPA and the Canada/Manitoba Infrastructure
' Fund1 ng TOtal‘ o Works Program (C/MIWPY, all City of

: ' Winnipeg funding for regional sreets, including
¢ Historical $9.3 million/year the City portion of the above programs, is by
* Required $25.0 million/year  debenture debt.
e Budgeted $14.8 million/year

The annual investment deficit for
regional streets has historically been about
$15.7 million. With the increase identified in

future budgets, the annual investment deficit amounts to $10.2 million/year.




Residential Streefs

The residential street system carries about 20 per cent of the entire vehicle kilometres of
travel in Winnipeg, and consists of 75 per cent of the lane kilomeires of sireet pavement. It has «
replacement value of approxi-
mately $2.6 billion. The resi-

dential street network consists T T o
of about 4350 paved lane ' P s / - e
kilometres (Winnipeg fo ; ' T SN s o
St. John's, Newfoundland). oo ‘ "
There are an additional 680 L s T el
lane kilometres of unpaved yooo Y o / S
roadways {Winnipeg to ' .
Thunder Bay}. .
"' St John's
From 1994 to 1997, : - ~Z
residential streets in poor to ' unter By o / A P,
failed condition increased by - TN osemy v/
18 per cent — from 1360 to - J’J
1610 lane kilometres. Clearly, ~

budget reductions in street

maintenance and renewal programs contribuled fo residential street deterioration. Currently, the
1610 lune kilometres of poor to failed resiclential streels (Winnipeg to Sudbury) make up over 30
per cent of the entire residential street system,

Although the residential street inventory exceeds {by number of lane kilometres} that of
regional streets by a margin in excess of three to one, the focus of sireet renewal dollars has been

on regional streets because of the comparctively higher volume of traffic they carry.

The historical, required and budgeted levels of residential streets invesiment, as identified in
the 1998 capital budget and five-year forecast, are:

* From 1994 o 1997, no City capital budget funding was

‘ s - dedicated fo a residentiol sireet renewal program,
FU n d.l n g T@tal - ' However, approximately $35 million worth of renewal
- ' . o - work was achieved on residential sireels through the
e Historical 59.0 mil[ion / year = Canada/Manitoba Infrastructure Works progrom from

1994 through 1998. The Cily contributed approximately

(Up to and‘mdUdmg one third of this amount through a supplemental capital

1993 oh!y)* works program.
° Requ:red $30.0 million/ year ** The 1998 residenlial sireet renewal program comprises
. a $5 million contribution from the Province of Manitoba
° BUdgefed $2.5 (1998 qull‘ﬂl and $5 miflion from the City’s Capital Program. There is,
' budget ** as yet, no commitment by the Cily o residentiaf sireef

renewal funding beyond 1999.

Beyond 1999,
no investment

~in Winnipeg’s

residential
street system
is budgeted.
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The Cily portion of funding for residential street renewal has to date been by debenture debt.

Historically, the City’s annual investment deficit for residential street pavements has been
$21 million ($30 million/year required less $9.0 million/year historical investment). With a $10
million invesiment in 1998, only 33 per cent of the required annual investment for residential streets
will be met. With only $5 million projected for 1999, that percentage drops to approximately 16 per
cent of the required investment. Beyond that lime, no investment in the residential street system is

budgefed.

By averaging the projected $15 million over the next six years, only $2.5 million per year
will be invested — resulting in an average annual investment deficit of $27.5 million. At this rate,
only eight per cent of the required investment in residential streets will be reclized each year.

Back Lanes

Back lane pavements are an extremely important portion of the streef network in the City of
Winnipeg. They provide property access to residences, delivery access for businesses without imped-
ing traffic How on the front
streets, and they facilitate
refuse pickup in many areas.
The City has approximately
880 lane kilometres of back
lanes (Winnipeg to Flin Flon).
These pavements have
replacement value of approxi-
mately $373 million.

Winnipeg currently
has no program in place to
assess the condition of back
lanes. Primarily located in
older neighbourhoods, it is
believed that back lanes are
generally in worse condilion
than residential streets. Both
were built at the same time, however since construction, there has been extremely limited lane
renewal work and lower levels of maintenance. Between 1994 and 1997, the C/MIWP injected
about $3.3 million of badly needed renewal funds into Winnipeg’s back lanes. The 1998 five-year
capital forecast includes a back lane program of $2.2 million, beginning in 2000 and continuing at
$2.7 million annually in subsequent years.
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The historical, required and budgeted levels of lane investment, as identified in the 1998
capital budget and five-year forecast, are:

Fi.md'ing T@tal . ‘  debt.
e Historical ~_ $0.0.million/year

{except for C/MIWP
funds, as noted)

The City portion of funding for back

fane renewal to date has been by debenture

Based upon the above, the City’s lane
pavement investment deficit has in the past been
$5 million annually, and this will continue until

e Required $5.0 million/year 2000. The proposed back lane program of
- about $2.7 millien per year beginning in 2001
° Budgeted $1.8 million/ year will still leave an annual deficit of $2.3 million.
Sidewualks

Sidewalks are the one aspect of Winnipeg's pavement network which serve the entire popu-
[ation. Sidewalks provide personal access to residential and commercial properties, as well as salety

for pedesirians and aesthetics
to urban neighbourhoads.
Winnipeg has about 3100
kilomeires of sidewalks
{Winnipeg to Prince Rupert,
B.C.). The replacement value
of all sidewalks is approxi-
mately $163 million.

Sidewalk renewals
are achieved in two ways: in
conjunclion with street renew-
al works {on both regional
and local street projects); and
as stand-alone projects [along
both regional and local
streets). It follows then that as
the local and regional street

renewal funds are increased, there is reduced stress on the sidewalk renewal program.

n .‘I‘

"0 Prince Rygact . 1 ~
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The historical, required and budgeted levels of dedicated sidewalk renewal investment, as
identified in the 1998 capital budget and five-year forecast, are:

* This does not includle the aﬁpréximo!e!y $1.9 million

- ° : ] allocated fo sidewalks {both regional and residentiall
Fu n d] n g Tota [ _ through the C/MIWP from 1994 1o 1997,

e Historical $0.6 million/year*

The Cily of Winnipeg sidewalk renewal

° Required $2.0 r'ni"ion/year program, including the City’s portion of funding

¢ Budgeted $0.9 million/year

for the C/MIWP, is financed by debenture debt.

At a budgeted level of $0.9 million, the

annual investment deficit for City sidewalks is $1.1 million.

Underground: Watermain and Sewer

Watermain Infrastructure
Winnipeg's fotal walermain inventory consists of 2380 kilometres {Winnipeg to Montreal).
The mains have a replacement value of approximately $1 billion. To its credit, the City has a well-

established system for funding
the replacement of its water-
main system by means of a
frontage levy. This methodolo-
gy of charging a fee per foot
of property frontage annually
raises cash which is dedicated
to watermain renewals, Since
the program raises cash, no
debt {or debt payments} are
incurred.

As the number of
lecks defected annudlly is the
relative measure of the overdll
candition of the watermain
system, the benefits of this

frontage levy extend even further. Since 1985, the general trend has been to lower numbers of
watermain breaks {City of Winnipeg, “Befer Streets for a Beiter City”, 1993).




The success of this fype of dedicated funding is also echoed by the FCM in its condlusions
and recommendations:

Where there is user pay funding to support infrastructure development and maintenance,
facilities seem to be in better condition than the infrasiructure supported through general
revenue funding. (FCM/McGill “Report on the State of Municipal Infrasiruciure in
Canada”, January 1996.)

Since 1991, program investments of $11 million per yeor for watermain rehabilitation
allowed the City to replace approximately one per cent of the system annually. In 1998, recognizing
that in the short-term, the watermain system was in superior condifion to the sewer system, the total
water and sewer frontage levies were rebalanced to allow more spending on sewer renewals and
less on watermain renewals.

The historical, required and budgeted

levels of watermain invesiment, as identified | Fun di ng Tcta!.

in the 1998 capital budget and five-year

forecast, are: o Historical $8.4 million/year
e Required $10.8 million/year
¢ Budgeted $6.3 million/year

e Watermeain Infrastruciure Maintenance

The Waler and Waste Department's current budget for watermain maintenance in 1997
was approximately $5.2 million. These funds are used for repair of watermain breaks and distribu-
fion system maintenance. In addition, the department spends about $7.8 million on service pipe,
valve and hydrant maintenance. These programs are for preventative maintenance, as well as
replacement of elements which have reached the end of their useful life. Approximately $1.3 million
is spent on meter replacement and repair, as mefers reach the end of their useful life and in response
to customer issues.

The City estimates that with cathodic protection programs, the level of reinvestment in water-
mains projected in the 1998 - 2003 capital budgets is reasonably adequate.

“A dedicated
program of
timely
watermain
renewals has
reduced
watermain
repair costs.”




Sewer Infrastructure

The City’s sewer inventory consists of 3391 kilometres, including 1216 kilomelres of
wastewater sewer pipe, 1056 kilometres of combined sewer pipe, and 1119 kilometres of land
drainage sewer pipe. If laid
end to end, the Cily’s sewer
system would strefch from
Winnipeg to Moncton,

New Brunswick. The overall
condifion of our sewer system
is almost the worst in
Canada, second only to
Montreal, according to the
‘v, Report on Infrastructure (City
., of Winnipeg, 1994).

The sewer system
replacement value is estimated
at $2.9 billion. As with water-
mains, the funding for
Winnipeg sewer renewals
comes from a frontage levy of $0.85 (1997 rate} per front foot. This rate is to increase annually as
part of a planned program to $1.90 per front foot by 2001.

The historical, required and budgeted ST Tl i
lavels of sewer infrastructure investment, as 32 ea, '
identified in the 1998 capital budget and five- Fund1 ng To'tal' _

year forecast, are: ¢ Historical $2.4 million/year
This cash program will invest $17.5 * Required - $29.0 million/year
million per year over the next six years. This s Budgeted $17.5 million/year

level of investment permits less than one per

cent replacement of the system annually.

Conservative estimates suggest the level of rein-

vestment in the sewer system requires $29 million per year.

The annual investment deficit in sewers is approximately $11.5 million over budgeted levels.

e Sewer Infrastructure Maintencnce

Approximately $4.3 million is invested annually in sewer maintenance, including cleaning,
TV inspection and repair for wastewater sewers. A further $1.4 miflion is invested in similar activities
for land drainage sewers.
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Other Municipal Infrastructure

The City has many other types of infrastructure aside from those already outlined. The fotal
value of the City’s major infrastructure elements is estimated at $14.4 billion. In addition o the pave-
ments and piping, the City owns hydro facilities, buildings, parkades, bus fleets, sewage treaiment
plants, swimming pools, arenas and other types of infrastructure. Each of these elements have spe-
cial reinvesiment needs that are driven by different factors.

The City of Winnipeg applies monies toward the maintenance of existing infrastructure,
However, given fiscal pressures, concerns about controlling expenditures, and expenditure reduction
initiatives unreferenced against financial decision impacts, the reality is -~ that like capital budgets —
maintenance budgets fall short of prudent asset management.

Rehabilitation investment strategies for the purpose of extending the useful design life of the
City's infrastructure inventory are neither funded nor implemented. We can only assume that the
absence of a maintenance policy framework against which to reference these financial decisions
only adds to the problem. '

In the following table, an attempt has been made to quantify needs and approximate
expenditures to illustrate the current status of these major infrastructure types. The table reveals $202
million per year in required annual maintenance and renewal works. In reality, only about $120 mil-
lion per year has been budgeted.

The City's efforts in maintaining these ongoing, day-to-day needs with such limited
resources must be commended. However, the annual infrasiructure investment deficit of almost $82
million over budgeted levels must first be recognized, then systematically and strategically addressed.

Deferred Maintenance & Renewal

As in many North American cities, the practice of deferring investment in maintenance and
renewal of Winnipeg's infrastructure is evident. Deferring maintenance results in the eventual cost of
repair being as much as three to five times higher — depending upon the specific asset — than if
regular maintenance had been strategically undertaken.

Moreover, this contradicts a fundamental principle of sustainability. Each generation should
pay for its share of use and enjoyment of intergenerational asseis. Practicing deferred maintenance
means we are passing on fo our children and grandchildren the cost of our infrastructure use.

The total value
of Winnipeg's
infrastructure is
estimated to be
$14.4 billion.




{in thousands of dollars)

Averuge Average  Prosent
Required  Annual Annual City
Infrastruciure Rerlmement Annval Budgeted Investment  Source of Expenditure
Element Valve Need Expenditure®  Deficit Funding Type
Bridges & Stuciures  § 9687 S19.7 S13.7 $6.0 Mill Rose! Debt
Regional Sireats 1900 5.0 14.8 10.2 Mill Rote* Dby
Residential Streets 2600 300 25 75 Wil Rate Deht
Back Lanes 373 5.0 1.8 32 Will Rote Debt
Sidewalks 163 20 0.9 Ll Bill Rate Deht
Waiermoins 1680 108 6.3 45 Frontage Levy Cash
Shoo! Loke
Aquedua 500 6.0 18 12 Surchorge Cash
Other Waterworks &
System Funding® 750 5.0 1.5 3.5 Water Rate Debt
Sewers 2900 290 17.5 1.5 Frontoge Levy (ash
Sewage Inferceptor/ Sewer Rote/ Cash (Reserve) 34%
Lift Stations 250 25 25 0.0 Surcharge (ash [Rate) 66%
Seviage Treaiment Sewer Rate/ Cash (Reserve) 47%
Plants 600 6.0 15 1.5 Surchorge Cash (Rate) 53%
Land Drainage
Systems 1700 20 20° 0.0 Mill Roe Debt
Power Plants &
Doms* 550 73 1.5 {4.2 Electriity Rate/ Debs 81%
Refnined Fornings  Cash 19%
Transmission Lines 90 1.2 59 w7 Electricity Rate/ Debt 81%
Retoined Eamings ~ Cash 19%
Substations &
Distribulion Systems 560 16.0 9.4 6.6 Hlectricity Rate/ Debt 81%
Refoined Eomings  Cash 19%
(ivic Buildings 729 9.5 4l 54 Will Rate Debt
Porkades 58 17 0.2 15 Mill Rate Debt
Parks & Recreation’ 246 9.8 1.2? 8.6 Witk Rote Debt
Transi Buses 180 10.0 10.9 6.9 Transit Rate* Deht 17%
Cash 89%
Transi Plaat &
Equipmen 85 32 2.0 1.2 Transi} Raote Deht
TOTAL (millions) $14,401 $201.7 $120.0 $61.7

T AR mocabets sonphid bl verified by respective e deportmments.

P psatocemsed vobie i 1997 doflors.

3 From 1998 coptal badgatcod e yoor (1998 - 2003 Fuvetosd — exceph Losd Drcinage Systerms ond Perks oad Recresion, which ore from the 1997 copttat bt ond Fr-year (997 - 2007} forecest.
* Thess octais recetee Provncol UCPA bonding.

3 Bioes nof nckode woter treatment phst costof $204 miZion which v be 67% cash fivmeed vin a sorchige.

® Do ol chod reserve fmds being occormetated for Power Pt Rehurbichment,

7 Dot pod ochude commenity canter vrhented spotes, hackey pass, o ightng systems, the 100, toreervatary, o hosd ond sot bvdseging.




fis|
4]
]

Historical Investiments

The City has made significant invesiments in infrastructure. In the past decade clone, over
$380 million has been invested. The projects below are illustrative of some of the infrastructure
investmenis made. Most included significant capital coniributions from the Province of Manitoba:

McPhillips/leila North $ 6 million 1989
Chief Peguis Trail {Kildonan Bridge) $ 34 million 1990
Bishop Grandin Boulevard Extension $ 36 millien 1990
North End Sludge Dewatering Facility $ 20 milion 1991
Regent Avenue Widening $ 13 million 1992
Water Polivtion Control Centres $ 95 million 1994
Graham Avenue Transit Mall $ 6 million 1995
Charleswood Bridge $ 30 million 1995

- Pembina Highway Dudlling $ 20 million 1997
Bishop Grandin / Kenaston Connection $ 8 million 1998
Brookside Boulevard $ 10 million 1998
Main Street / Norwood Bricdges $102 million  completion in 1999
Total $380 million

Future Reguirements

Some new infrastructure projects that may have to be considered in the next 10 - 20 years
are classified in the following categories:

A) Meeting New Federal and/or Provincial Regulations

e wastewater ammonia removal $1C0 million
® new water treatment plant $200 million
e combined sewer overflow mitigation $400 million

B) Accommodating Increased Demand {Growth] in the City
¢ southwest transit corridor $ 75 million

e hydro plant & transmission line upgrade $275 million

C) Facilitating Economic Opportunities that Generate New Wealth
e Winnport infrastructure $110 million




D} Flood Protection
e {lood control infrastructure $200  wmilfion
¢ river bank stabilization {public property) $ 40  million

Total Estimated New Infrastructure Requirements

The intent of the foregoing is fo demonsirate that the demand for infrastructure dollars is
not limited fo aging systems. The listing is not meant to be exhaustive, but rather is illustrative of
the type of demands that exist. While governments may find private pariners to share this burden,
nonetheless, these elements must be factored into future planning.

Total additional, estimated $1.4 biilion

A dedicated revenue stream [i.e. surcharge) has been established to build reserves for
the water treaiment plant. As well, Winnipeg Hydro has begun to set aside a portion of its profits
to address power plant and transmission line upgrade requirements. Although the amounts of
revenue being set aside will fund only a part of what is actually required, this is @ move in a positive
direction.

In addition, some of these projects may be prime candidates for public/private partnership
consideration because they may generate sufficient revenue to provide the required financing to be
self-sustaining.
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The infrastructure deficit facing the City of Winnipeg is a result of a number of significant
contributing factors, some of which are unique while others exist widely. In order to design a strategy
to overcome a problem, it is important to clearly understand the root cause of the problem. The fol-
lowing seclion addresses this issue.

Old Infrastructure

Compared to other western Canadian cities, Winnipeg is old. Our major growth period
began long ago and slow, continual growth patterns followed. Much of our infrastructure was built
in Winnipeg's boom period which began in the late 1800s and carried through until the 1930s. The
result is that our infrastructure is now quite old and very expensive to maintain or replace. Examples
include: Winnipeg's sewer and watermain system, some of which still dates to the 1890s; the
Winnipeg aqueduct, which opened in 1919; hydro generation facilities which date back to the
1920s and 1930s; and some major structures like the Arlington {1912}, Louise {1911} and Redwood
{1908) bridges, and the McPhillips {1910} and Main Street {1904} underpasses.

Ancther period of infrasiruciure growth was in the 1950s and 1960s to sustain the post-war
baby boom. Federal programs encouraged home ownership and put pressure on municipdlities to
develop housing subdivisions. This resulted in the need to invest in infrastructure facilities.

During the gradual aging process, the City has not adequately maintained or strategicatly
replaced this infrastructure, causing even more frequent breakdowns and higher maintenance and
replacement costs. The bottom line — our infrastructure is less efficient and more expensive fo maintain.

Severe Climate and Soil Conditions

In addition fo the natural aging of our infrastructure, it is also exposed to a severe climate.
The freeze-thaw cycle, the necessary use of abrasive and corrosive ice treatments, as well as extreme
temperature Huctuations all contribute to an accelerated aging process.

The highly expansive nature of much of the local soil bed results in structural fatiguing of the
underground and surface infrastructure (eg. waler, sewer and pavements) as temperatures and mois-
ture content naturally fluctuate. Also, Winnipeg solls are aggressively corrosive, chemically attacking
many types of construction materials and underground fixtures.

Because
Winnipeg's
infrastructure
is aging,

it is less
efficient

and more
expensive o
maintain.




Inadequate Maintenance

Proper maintenance practices extend the life cycle of any structure. Conversely, neglecting
needed maintenance shortens the life cycle and earlier, more costly replacement is required. For
example, the cost fo rehabilitate an existing residential street pavement is about $65 per square
metre compared lo $180 per square melre for a pavement reconstruction. Work such as a thin bitu-
minous overlay can significantly extend the life of existing pavements for approximately 10 per cent
of the reconstruction costs, This must be balanced with a street reconstruction program.

The problem is magnified as funds that are not available for basic maintenance are even
more difficult to obtain for the escalated costs of major repair or replacement. Over time, this situa-
tion spirals into @ monumental problem.

Inadequate Standards

As part of the Canada Infrastructure Works Program {CIWP), a technical literature review of
standards and benchmarks was conducted by researchers at Queen’s University (Queen’s, “Canada
Infrastructure Works Program — Program Review and Evaluation: A Technical Literature Review”,
1994). The purpose of the study was to determine if standard protocols are used to assess infrastruc-
ture needs and to tie the results of these ussessments to the allocation of resources needed o com-
plete the necessary work. They found that “standards and benchmarks are offen inadequate and
sometimes inappropriate”. Because of this, infrastructure rehabilitation and replacement decisions
become judgmental rather than based on scientific information.

Further, the lack of clearly defined protocols on which to base infrastructure investment deci-
sions, coupled with gross underfunding, are factors leading to the deterioration of systems else-
where, We believe that the same situation exists in this jurisdiction.

Non-Uniform Standards :

Winnipeg's infrastructure deficit evolved over decades, and much of today’s replacement
and mainfenance concerns stem from the fact that the City once operated as 12 separate cities,
towns and villuges. In 1971, these 12 communities amalgamated into one City. Prior fo this time, no
uniform standards existed, and the infrastructure needs of each community were addressed in isola-
tion from one another. In some cases, infrastructure was originally built for a non-urban environ-
ment. Since amalgamation, maintenance of this non-uniform infrastructure and replacement to @
common, acceplable standard has resulted in significant expense.




Changing Growth Paiterns

Changing lifestyles in North America have centred on the development of suburban areas
which require new roadways, sewer systems, lighfing systems, additional transit routes, additional
police services, efc. The local servicing needs and local regional upgrading in Winnipeg are covered
by development agreement charges. However, regional services like expanded waslewater facilities,
water reservoirs, feedermains and interceptor sewers, land drainage trunks, regional limited access
throughways, and the like, remain to be funded by system users at large.

Exurban Development

Development beyond the City’s boundaries has also had an impact. The rural municipalifies
outside Winnipeg have grown significantly in the last 10 - 15 years. These municipalities are build-
ing new infrastructure (eg. roads, community centres) and are asking for the extension of urban
services (eg. water and sewer} to meet their local needs. This type of development competes for
provincial funding in the Capital Region. The City dlso loses essential tax revenue from new
residential development that is occurring oulside its boundaries.

A recent presentation on the “Capital Region ... the issue of services” (City of Winnipeg,
January 1998) highlights this assessment base problem, particularly the “erosion of tax base at the
upper end of the assessed values.” Demographics show predominant growth of double income fami-
fies in the Capital Region, while the opposite is true in the City. '

Hlustrative of the above, demographic trends show the Capital Region population from 1991
to 1996 increased by 6,178 on a base of 81,349, while the City of Winnipeg increased by only
3,262 on o base of 615,215 during the same period. Further, socio-demographics indicate that 21
per cent of those living in the Cily are below the poverty line, while the Capital Region has only five
per cent af this level (City of Winnipeg, “Capital Region ... the issue of services”, January 1998).

Financial Considerations

Past decisions to pay for infrastructure placed greater reliance on the use of debt as
opposed to cash, user fees or special levies. This increased property taxes. Sigrificant steps are
being taken to correct this now, but it will take a number of years to reduce our dependency on debt
and its resultent effect on the property fax system. Meanwhile, further financial burdens cannot easily
be placed on property owners fo pay for new inkrastructure.

Provincial, City and other local governments are encouraged to work together to facilitate
future new and diversified revenue opportunities directed fo infrastructure renewal. Potential opportu-
nifies include o gasoline tax, automobile registration tax, frontage levies, and others.
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Another finamcial difficulty is caused by the ad valorem tax system itself. The tie between
assessed property values and service delivery is weak at best, and results in all sorts of ineguitable
cross subsidizations. These issues have real effects in terms of raising appropriate revenue streams
for infrastructure rehabilitation and renewal, but are beyond the scope of this report. Council has
appointed a Committee on Tax Reform to deal with this issue.

Shift to Heavier Truck Loads

Truck loading capacity increased dramatically starfing in the late 1960s. These heavier weights
added stress to roads, bridges and structures that were never designed to accommodate such loads.
Changing regulations in the transportation indusiry have caused this problem to further escalate.

Cash Accounting Methods

Another factor that has contributed greatly to the deterioration of the infrastructure relates to
the government's method of accounting. Reinventing Government: How the Entrepreneurial Spirit is
Transforming the Public Seclor {Gaebler and Osborne, 1992) spells out how our cash accounting
system of government bookkeeping “gives the fong term short shrift.” They state:

Business and governments practice very different forms of accounting. Businesses use
‘accrual accounting’ in which any future obligation incurred {a debt, a commitment to
pay a pension] is counted as an expense. Governments normally use cash accounting, in
which expenses are not counted unfil money is actually paid for a slightly different ver-
sion called modified accrual accounting). Hence governments can rack up enormous
future obligations — far beyond their capacily to pay — and their accounts will ook
perfectly balanced. Government accounting, in other words, is future-blind. {p.243}

Further they argue:

Physical asseis are investments: when a government builds o highway or dam, it is cre-
aling something of value, almost like a savings account, As that dom ages and wears
out, its value declines — because without expensive repair, it will ullimaiely give way.
This use is a form of spending: in business, it is called depreciation. But as leonard
points oul, ‘our accounting systems hardly nofice’. Since they were designed fo track
cash fransactions, they don’t record the declining value of a physical asset.

At aff levels of government, accounting records almost entirefy ignore what assets are
owned, their sfate of repair, and their value. These systems therefore imply that it costs
nothing fo use existing assefs. Indeed, they suggest the opposite: by cataloguing the costs
of maintenance us a current expense, they make it seem cheaper to use up assefs than fo
keep them in good repair. (p.243}




We chose to use a lengthy quote from Reinventing Government to describe this
issue as it states the case well. The point made here is that government balance sheets do
not reflect the true cost of deferring infrastructure rehabifitation and renewdl.

insufficient Analysis

In the past, imporfant decisions on the reduction of rehabilitation or maintenance
funding levels have been made without the benefit of detailed cosi/benefit analyses. Often
these decisions are made based on budget pressures, and invariably are viewed as tempo-
rary measures. Decisions to cut maintenance expendilures create a new tower base budget
for carrying out these programs. When the next round of budget discussions take place, the
already insufficient base budget is viewed as the starting point for the deliberations. The
result is @ downward spiral.

Similarly, important public policy decisions on the provision of new infrastructure
elements are infrequently accompanied by detailed analyses of financial impacts info the
future. Given its critical importance, we must be more fiscally practical in balancing our
need for infrastructure maintenance and renewal with the need to balance the budget.

Absence of Policy

The existence of an infrastructure deficit — while atiributable to all and more of the
factors mentioned — also points to « problem common to all municipal governments,
namely the absence of an infrastructure policy.

Major public investment decisions for service and delivery are generally tied to
policy. Examples include social services, transit, police, fire, ambulance, and recreation.
Nowhere in this mix does an infrastructure policy exist. The very existence of this Task Force
and its report speaks to the need to esiablish one.

This observation is not intended to be a statement of criticism — but rather of fact
— essentially applicable to all cities in Canada. Winnipeg has the opportunity and chal-
lenge to lead by example by adopting a comprehensive, strategic infrastructure reinvest-
ment policy.

fii
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There are other compelling reasons that tell us that inaction is not an option.

The question

Liability Considerations 7 is not whether
All governments have obligations to their citizens for matters under their conirol. The City of

Winnipeg Act requires the City to maintain and repair streets. Further deterioralion may expose the i:Q f und an
City fo potential liability. infrastructure
program, but

Demonstrating that the City is responsive to its statutory obligafions by addressing infra- rath t

structure needs will help alleviate this concern. Policy decisions are required as positive “next steps” gther a

in this direction. {Sckalski, “Who Plays the Fiddle While the Infrastructure Crumbles?”, March 1997) what level and

| under what

Public Expectations arrangements.

Winnipeggers have identified the condition of the City’s infrastructure as one of their top
five issues. The public expect civic government to make investing in infrastructure an effective budget
priorily. In recognition of this, Council has adopfed policy positions on the importance of infrastruc-
ture and related financial issues. As well, economic development is ameng Council’s highest priori-
ties for Winnipeg, and a sound infrastructure is crifical to afiracting and retaining a viable business
sector. In turn, the business sector expects Council to fulfill its promises of creating economic expan-
ston opporiunities.

General Observations

The City’s infrastructure should not be left to deteriorate to the point where it no longer ser-
vices the needs of Winnipeg. Allowing these sysfems to deteriorate impacts our urban image, our
competitiveness, the environment and our economy.




Accordingly, the question is not whether to fund infrastructure programs, but rather at what
level and under what arrangements. Therefore, since we recognize the problem and the urgent need
to deal with it, our goal must be to find suitable, sustainable solutions that are consistent with
Council's goals and public expectations.

When it comes to infrastructure reinvestment, we have concluded that there are three key
issues:

1) we must invest more into infrastructure
2) we must make siralegic investments with the dollars we do have

3) we must find ways to reduce the magnitude of the infrastructure deficit problem.

Addressing these issues will halt the trend toward further infrastructure decline. In doing so,
there are many avenues and options to explore, and many opportunities fo be creaied. A series of
policy options has been developed and are presented in the next section.




Dealing with our infrastructure deficit is o major civic challenge. Winnipeg must in a practi-
cal fashion reduce the infrasiructure deficit. Given our current economic climate, every infrastructure

investment decision will be difficult to make. However, the maintencnce of existing infrastruciure and There must
sirategic provision of new systems must be Winnipeg's first order of business. be a concerted
fort to
By adopfing a comprehensive policy-based approach to infrasiructure renewal, the City of ef f
Winnipeg can become a leader among Canadian municipalities and a model for other jurisdictions. reduce the
infrastructure
During the course of the SIRP Task Force’s work, many respected Canadian authorities on de ﬁCi ¢
infrastructure were reviewed. In addition, American studies were considered, including the 1994 *

U.S. Federal Infrastruclure Investment Strategy {High Performance Public Works, Report SR-16,
November 1993}. The conclusions of this study have been summarized in “Sourcebook of Werking
Documents to Accompany ‘High Performance Public Works’, A New Federal Infrastructure Inveshment
Strategy for America”, September 1994. Appropriate references are provided throughout this report
and in the bibliography.

We believe that the policy options outlined herein are sound, and if adopted, will position
Winnipeg well for the next millennium.

A.) Infrastructure Maintenance Policy Options

Clearly, a huge investment exists in the infrastructure that is already in place. Proper stew-
ardship means that this investment must be protected and enhanced. This can happen by investing in
maintenance,

Life Cycle Costing

The concept of analyzing future costs when compoaring initial investment costs is called life
cycle costing. Life cycle costing accounts for “all costs incurred by the owner to buy, operate and
maintain a system or equipment used for a specific task or set of tasks, over its period of owner-
ship.” (Zemansky, “Life-Cycle Cost Procurement”, Costing Government Services: A Guide for
Decision Making, 1989)

“In “Life cycle costs — The frue cost of infrastructure” (da Silva, November 1997, the author
estimates that over the life of a system, 75 per cent of the system cost is for ongoing operation,
maintenance and replacement of time-worn equipment, 23.5 per cent is for initial capital and 1.5
per cent is for engineering and design.

We believe that when considering a new project, or upgrading or retrofitfing an existing
system, a proper life cycle costing analysis should be completed. The Federal Government, in
cooperation with the National Research Council, has developed a program for conducting life
cycle costing in federal facilities (Mirza, “Canada’s Deleriorating Infrastructure”, 1997). This pro-
gram may be of use for City facilities and should be evaluated.




Policy Recommendation:

Life Cycle Cesting

1. That all capital programs for new or rehabilitated infrastructure be subjected fo life
cycle costing analysis to determine the most cost effective options for consideration.

Minimize Deferred Maintenance

It is wiclely recognized that deferring maintenance resulls in higher long-term costs.
For example, it costs significantly more to replace a failed road pavement than to rehabilitate and
maintain o worn but structurally sound pavement. Relatively inexpensive asphalt overlays applied at
the proper time in the pavement life cycle can easily add 10 to 15 years of life to a road surface.

Pavement Life Cycle
Excellent .

$1.00 for
Very Good -~ pavement

rehabititation here

Good

Fair - o o : _ significant drop
C in pavement .o
conditien will cost $3.00 _

Poor to $4.00 here

Very Poor

Failed i

Time

The consequences of poor maintertance and rehabilitation timing

Deferred maintenance means “that the eventual cost of the repair will be higher than if
regular maintenance had been undertaken at appropriate poinis in the fife cycle of the infrastructure.
in addition, when maintenance is deferred, the life cycle of the infrastructure is decreased and com-
plete reconsiruction may be necessary at an earlier date.” {Infrastructure Council of Manitoba,
“National Infrastructure Policy [NIP): An Ongoing Commitment”, January 1998)
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Maintenance programs should not be compromised for budgetary reasons, where possible,
as the short-lerm savings result in significantly higher long-term costs. In addition, service to the pub-
lic gradually worsens as the infrastructure element deteriorates over time. This resulls in damage,
delays and inconvenience — all of which have costs associated with them that are rarely associated
with infrastructure decay. Findlly, deferring mainfenance and incurring future costly liabilities is tofal-
ly inconsistent with the sustainable infrastructure concept recommended in this report.

Policy Recommendation:

Minimize Deferred Maintenance

2. That ideally, maintenance for existing infrasiructure should only be deferred if the
impact on the life expectancy and life cycle of the assef is documented fo be minimal.

Factor Metintenance info Initial Cests

We must recognize that every part of the urban infrastructure fabric has an ongoing
maintenance component. When new or upgraded facilities are proposed, the incremental mainte-
nance costs must be identified and built into budgets. Even projects as simple as streetscaping
upgrades can result in significant new maintenance costs as a result of things such as non-standard-
ized street lighting, fountains, planters and benches, efc., all of which require parts and service. In
addition, there may be substantial incremental costs for annual maintenance operations such as
snow clearing or sireet cleaning. '

Policy Recommendation:

Factor Maintenance inte Initial Cosis

3. That when new or upgraded facilities are proposed, they be accompanied by resulting
incremental maintenance costs, linked into a parallel mainfenance budget.

Computerized Maintenance Management Systems (CMMS)
Preventalive maintenance is much more cost-effective than reactive or breakdown mainte-
nance. While inifially more expensive, such a system produces impressive long-term henefits.

We need to develop better use of information and management systems. GIS {Geographical
Information Systems} and CMMS {Computerized Mainfenance Management Systems) would improve
our management of infrastructure and help viilize the scarce available maintenance funding more
effectively. The FCM recommends “more reliance on geographic information systems for improved
infrasfructure management” (FCM/McGill, “Report on Municipal Infrastructure in Canada”, 1985).

Deferring
investments

in maintenance
results in higher
long-term costs.




Establish
maintenance
budgets
parallel

to capital
budgets.

Policy Recommendation:

Computerized Maintenance Management Systems (CMMS)

4. That civic department preventative maintenance programs be funded by Council to be

information current, and supporied by Computerized Maintenance Management
Systems {CMMS).

Management of Assef Data _

The infrastructure deficit identified in this report is based in large part on the estimates
available from the City of Winnipeg's “Report on Infrasiructure” [October 1994]. The average annu-
al investment deficit values have been updated by deparimental staff to reflect 1997 values.

Each time these surveys are conducted, great difficulty is encountered in obtaining data that
is consistent from one department to another — and from one division to another.

We believe that there is a corporate role to be played in terms of sirategically managing the
City’s infrastructure assets. Given Council’s commitment fo infrastructure as evidenced in major policy
documents {Plan Winnipeg...Toward 2010, Financial Management Plan, Priorities for Winnipeg),

and given the extent of the problem, its priority ought to be recognized at the most senior adminis-
trative level.

It is our view, therefore, that the Chief Administrative Officer (CAQ)] Secretariat should play
an important coordinaling role in this function and be properly resourced.

Policy Recommendation:

Management of Asset Data

5. That the CAO Secretariat be assigned and resourced to coordinate the City’s infrastruc-
ture asset data management.




B.) New Technolegy Policy Optiens

The City’s commitment to renew and upgrade infrastructure may result in benefits far
heyond superior structures and a better quality of life. By embracing the concept of applying emerg-
ing, innovative, sustaining technologies and best practices, Winnipeg may also redlize the economic
opporiunities associated with having such technology developed and ufilized in our own backyard.

Intelligent Sensing for Innovative Structures {ISIS Canada) has a mandate fo help develop
Canadian civil engineering capabilities to a world leadership position through the application of
advanced composite matericls (ACMs) and integrated “intelligent” fibre optic sensing systems. 1SIS
Canada is based in Winnipeg at the University of Manitoba, Faculty of Engineering.

18IS Canada technology provides the following benefits when applied to infrastructure:
o longer life cycle

¢ reduced mainfenance costs

© superior strength

e enhanced durability

® resiskance lo corrosion

e increased job site productivity

¢ increased cost efficiencies

¢ expanded design options

¢ early warning system for structural failure

e substantial reduction of costly site inspections.

Using superior technology is a betfer long-term solution. It can dramatically increase the life
cycle of structures and better meet the increased demands imposed upon them.

Advanced Technigques & Technolegies
New products are being developed which will not only result in longer lasting, lower cost,

more durable infrastructure, they will also provide economic opportunities for the communities in
which the technology is developed and utilized.

Pioneered by ISIS Canada, the use of ACMs can result in significantly reduced capital and
operafing costs in facilifies. These ultra-strong and non-corrosive materials used in place of reinfore-
ing steel in struciures are already being tested. In addition, applications of ACMs for hydro poles
and the use of fibre-reinforced concrete and carbon fibre-reinforcement for upgrading substandard
concrete structures offer cost savings and mainfenance reduction opportunities.

Reactive

or breakdown
maintenance

is a costly

and ineffective
way to manage
systems.




+.. conventional
materials only
feed the cycle
of deterioration
and costly
repairs. The new
technologies
provid(e) an

alternative...”

The coupling of ACMs and “intelligent” fibre optic sensing systems is leading edge technolo-
gy that allows structures of all fypes to be remotely monitored and their performance measured. This
capability supports superior maintenance, which will substantially enhance performance and
longevity of infrastructure elements. The recently constructed Taylor Bridge in Headingley is « local
example of this technology, which should be considered for other projects.

Policy Recommendation:

Advanced Techniques & Technologies
6. That the City encourage the application of “intelligent” technology, new methodologies
and innovative products such as ACMs in infrastructure renewal, rehabifitation, con-

struction or prevenfalive maintenance programs.

Improved Practices

A cooperative effort by the National Research Council {NRC), the Canadian Public Works
Association {CPWA] and the FCM is presently underway that will hopetully see the development of a
Technical Guide for Urban Infrastructure for Canada {Félio et al.; “A Proposed Technical Guide for
Infrastructure for Canada”, 1994}

In addition, a Committee of the Transportation Association of Canada {TAC) is developing
data base of best pracices for maintenance and construction services. These will be best practice
documents endorsed by private and public infrastructure practitioners and driven by functional
requirements. They will provide decision-making tools leading to the use of best praclice techniques.

“Innovations in Urban Infrastructure” {Baker and Lacasse, 1997) demonsirates that using
conventional materials and methods to address old infrastructure problems will only cause the cur-
rent cycle of deterioration to continue. The use of best practices in infrastructure renewal and rehabil-
itation makes good sense. For example, utility cuts in pavement can reduce its life cycle by as much
as 60 per cent, Applying new trenchless technology methods can reduce the need for such cuts.
Developing even better procedures and materials for something as simple as pavement crack sea[mg
can result in significantly lower costs and add decades of life to paved surfaces.

Maintenance criteria that are standardized and materials and products that are suitable for
our climates and service applications need fo be developed. These efforts will not only result in better
performing infrastructure — they will also create opportunities in our construction and manufacturing
industry that are saleable globally. The City would gain knowledge that could be used locally and
disseminated if it became a player in this important national project.




Policy Recommendation:

Improved Practices

7. That the City encourage the use of advanced techniques, improved fechnologies, beiter
materials and best practices in all infrastructure programs, and participate in the tech-
nical guide for infrastructure inifiative,

Commitment fo Research & Innovation

‘ The use of standardized construction materials and techniques is commonplace in North
America and a good degree of conservatism exists in the engineering community. Risks fo public

safety and the consequences of using materials and techniques that have not been properly scruti-

nized and tested are factors. However, we must be more aggressive in our evaluation of new ideas.

To successfully transfer the latest fechnology to the public domain, two factors are required:
industry’s support in learning to work with new materials and technologies, and government leader-
ship by encouraging and incorporating application of new technologies into policy guidelines.

Induslry is on side, recognizing the benefits of expanding their job market and capitalizing
on the $2 frillion world-wide infrastructure need {Mirza, “Canada’s Deleriorating Infrastructure”,
1997). Governments must show leadership in embracing new technology by changing construction
and purchasing policies to encourage the use of these new materials and techniques.

For exampie, the Canada/Quebec Infrastructure Works Program set aside $25 million to
encourage local municipalities to showcase new products and technologies in infrastructure rehabili-
tation {McGinnis and Redston, “Advanced Materials and Smart Technology — Preparing for 2] st
Century Opportunities”, 1998).

Locally, the City of Winnipeg invested $78,000 in a research project at the University of
Manitoba in cooperation with 151S Canada. The project involved testing new materials and tech-
niques for use on the Maryland Bridge. That investment will save up to $1 million in the rehabilita-
fion of the bridge, and provide valuable information on the use of advanced composite materials
[ACMs) on other structures. Another pilot project saw the City use reinforced carbon fibre strips to

upgrade a roof structure at the North End Water Pollution Control Centre, saving about $50,000
over conventional techniques,

These savings are not insignificant. They came fo pass, however, only because of a willing-
ness to invest in research and take some risk.

A research
investment of
$78,000 will
save the City
$1 million

in bridge
rehabilitation
costs.




Policy Recommendations:

Update Construction Specifications

8. That the City’s standard construction specifications and general conditions be reviewed
fo encourage use of innovative praclices, technologies and materials. The academic,
engineering and construction communities should be involved in this review.

Commitment to Strategic Resedrch & Innevation

9. That the City pariner with academia to strategically fund research aimed at identifying
new or improved malerials, technologies and techniques having broad infrastructure
application.

C.) Financial-Based Policy Options

Urban Infrastructure Financing Plan

Infrastructure rehabilitation in Canada is underfunded. In a recent survey, funding shortages
were cited by 92 per cent of respondents as the greatest impediment to improving the quality of
infrastructure {Federation of Canadian Municipaliies Survey, 1995). Issues of much lesser magnitude
included political inaction, prolonged public involvement, red tape, environmental assessments and
lack of staff. We must invest more money into these programs.

Since traditional funding methods no longer meet our infrastructure reinvestment needs,
alternative funding sources must be explored. Although many of the following financing tools have
been considered by Council over the years, they have not become part of an overall infrastructure
reinvestment sirategy, to provide concrete solutions to our infrastructure problem.

An urban infrastructure financing plan must be based on accepted principles in order to be
credible, understandable and visible in the organization. These principles should speak to the ele-
ments that underlie the financing plan and reflect the values embodied in the plan. We have attempt-
ed to outline for Council the principles that we believe ought to be considered in developing an
infrastructure financing plan. The list is attached as Appendix “C” and is not meant fo be exhaustive,
but thought provoking.




Policy Recommendation:

Urban Infrasiructure Financing Plan

10. That the Cily create and adopt an urban infrasiructure financing plon based on the
principles outlined in Appendix “C” of this repori.

Accrual Accounting System

This report documents that our government accounting systems do not recognize the cosls of
infrastructure deterioration as a real cost. Business accounting or accrual accounting does, through a
principle called depreciation. This system allows for proper planning and programming of activities.

We need “some accounting measure that will show a failure fo maintain a physical asset as
a form of current spending” (Osborne and Gaebler, Reinventing Government, 1992, p. 245) so that
even if maintenance is deferred, it will show up as a cost in the budget.

Policy Recommendation:

Accrual Accounting System

11. That the City adopt a system for showing depreciation on its capital assets and begin
the process of accounting for deferred maintenance.

Fully Costed Services

Wherever possible, fucilities and services should be provided on a user pay basis. The
“Report on the State of Municipal Infrastructure in Canada” (FCM/McGill, 1996} showed that sani-
tary and combined sewage systems, water distribution and water supply installations are among the
oldest facilities in Canada, yet they do not top the list of systems in greatest need of repair. That
dubious honour is shared by roads, bridges and sidewalks, which are traditionally mill rate support-
ed infrastructure.

Generally speaking, vtility operated infrastructure supported through user fees is well main-
tained, but only when user fees are kept at a level that reflects the real costs of providing those ser-
vices. When user fees are kept artificially low and systems allowed to deteriorate because of under-
funding, an infrastructure backlog or deficit is created. It is important, therefore, to ensure that cost
allocations are conducted carefully and routinely and that deviations from proper cost allocations are
not made.
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Pelicy Recemmendation:

Fully Costed Services

12, That the City apply full cost accounting principles fo all government services and that
pricing of services should reflect the full true costs of service provision.

Application of User Fees

There are many examples in the public domain where the service provided can be directly
identified with the service user. When those circumstances exist for government-supplied services,
properly structured user fees should be instituled.

Pricing a public service should be considered whenever there are identifiable benefifs to
specific groups and in instances where there is a communifywide benefit, but where con-
sumption can be measured. However, service charges are inappropriate whenever both
users and nonusers benefit from the service or when the cost of collection exceeds the
revenue generated {with the possible exception of nominal fees whose real purpose is to
reduce waste]. {Kelley, Costing Government Services: A Guide for Decision Making,
1989)

In Canada, the move to user pay systems for refuse collection and disposal is o welcome
transition in that these systems have traditionally been mill rate supported and underfunded in terms
of reflecting the true costs of this service. A recent survey reported in “Solid Waste Management”
(Kelleher et al,, “User Pay”, 1996] clearly shows this trend.

It is widely accepted that the public is far more likely to support a system that allows o
direct benchmark comparison for private sector delivery of the sume service. The “Reporf on the
Siate of Municipal Infrastructure in Canada” (FCM/McGill, 1996) found that municipal governments
that charged user fees were better able to maintain their infrastructure than others.
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Policy Recommendaition:

Application of User Fees

13. That the City implement properly structured user fees where the user and the service
delivered can be identified.

infrastructure Services Renewal Levy

The traditional approach to underfunding has been to identify new funding sources as a
solution fo the problem. Winnipeg is no excepfion to that rule. Revenue sources, such as gasoline
taxes, driver’s license registration fees, frontage levies, tolls, parking lot and payroll faxes have been
suggested.

Many of these new revenue streams have merit and are gaining public acceptance. What
may assist this decision-making is clearer public understanding of-the costs of repair deferral com-
pared fo the economic benefits of non-deferral to the community.

It is widely understood that user fees create accountability for the use of services. In many
circumstances, they enhance efficiency and eliminate waste. As well, user fees are almost universally
accepted by the public as a method for paying for a readily identifiable good or service. The use of
this system to pay for public services must be expanded.

Although each of the following requires Provincial approval, Winnipeg City Council has in
the past considered the following user fees for dedication to street system repair:

® @ sireet frontcxge 1evy of $1.00 per fronictge foot could raise $10 million
e a mofor vehicle registration surcharge of $35 could raise $11.5 million

e o fuel lax of two cenls per litre could raise $16 million

In addition, Council may wish to pursue a right-of-way levy for use of space in City-owned
rights-of-way. The use of right-of-way funding is a concept that is used in other jurisdictions and may
have application here. A right-of-way levy essentially involves charging for the use of the space in
the City-owned right-of-way to users, primarily utifity companies {either private or public}.

It is our belief that the above funding vehicles are viable, required and could receive public
support if properly articulated and the funds appropriately dedicated. Earmarking of funds to ensure
that they are not diverted to general revenues is critical to the successful implementation of new fund-
ing sources. ‘




While many witnesses were emphatic that the trust funds must come from the existing fax
base, there were some who were prepared fo see the imposition of a new dedicated
gasoline fax. They believe that the public would be willing to pay, say, an additional 2
cents per litre if it was dedicaled and fransparent and the Trust Fund was toially secure
and could not be raised for other government programs. One witness mentioned that a
poll taken in one province a few years ago demonstrated that people would be prepared
io pay a new dedicated tax on this basis. (House of Commons Standing Committee on
Transportation, “The Renewal of the National Highway System”, December 1996)

In addition, this report found that:

There was significant support for the proposal of the Canadian Aufomobile Association
that the Federal government commit 2 cents of the 10-cent per litre Federal excise tax on
gasoline with corresponding contributions from the diesel tax and matching funds from
the provinces to fund a National Highway Program. This revenve would be dedicated to
the NHP and placed in o Trust Fund similar to the U.S. Highway Trust Fund. It would
amount fo about $1 billion a year and would be sufficient to finance a fen-year national
highway program. The Fund would be allocated to the provinces and terriories based
upon a cost-sharing formula which is fair and reasonable and reflects the needs of olf
regions of the couniry. It was noted that based upon recent public opinion polls there is
substantial public support for this approach fo highway funding.

Clearly, there appears to be widespread public support to diverting more financia
resources to infrastructure, provided the approach is rational and principled.

This report recommends that Council's funding policy fundamentally change as it relates to
maintenance, repair, rehabilitation and reconstruction of new infrastructure.

Exisfing maintenance requirements, which serve to allow continued enjoyment of assets
[streets, as an example) should, To the extent possible, be funded by user fees and/or dedicated rev-
enues — pay as you go. On the other hand, the funding of intergenerational infrastructure or new
construction should in its funding marry appropriate cash and capital financing components.

In order for this shift to be fairly reflected in taxation policy, existing mill rate supported dol-
lars for maintenance should be collected from user fees, and accompanied by a corresponding mill
rale reduction. For example, if a new user pay funding source created $12 million/year for street
renewal, the existing $4 million/year mill rale supported program would cease, with the net benefit
being $8 million/year.




Policy Recommendations:

Shifr from Mill Rate to User Fees

14. Any new user pay funding that relates to property and which replaces existing mill
rate supported infrastructure budgets, should be accompanied by a mill rate reduction
equivalent to the pre-user fee level of mill rate support.

Infrastruciure Services Renewal Levy

15. That the City consider developing an “Infrastructure Services Renewal Levy” program
which would manage the levying of specific user fees/levies to dedicated infrastructure
rehabilitation and renewal programs.

Pursue Dedicated Levy Legislafion

16. That the City pursue Provincial legislation to allow new funding sources for
infrastructure renewal, and that funds raised be dedicated for specific infrastructure
purposes only.

Tax Exempt Bonds

Private sector funding of public projects is a concept of parinering already in use. Even more
money for infrastructure investment could become available if the Federal government amended the
Income Tax Act fo allow tax exemption for interest income on government bonds or other sources of
venture capital for designated infrastructure renewl, similar to the case in the United States.

in that jurisdiction investors purchase government issued bonds that carry significantly lower
interest rates than commercial paper. They do so because the interest earned on these investments is
tax exempt. This has benefits for both the investor and the local government who can price these
debentures at much lower than market rates. In doing so, the local government saves on inferest
costs at the expense of senior levels of government who lose out on the fax revenue. On balance, in
our view, the use of interest exempt bonds is an effective way to get more private funds into infra-
struclure programs which are a public benefit. The government of Canada has been lobbied for
many years fo initiate this type of program, but has to date resisted.




Policy Recommendafion:

Tax Exempt Bonds

17. That the City pursue, with the Province of Manitoba and the Federation of Canadian
Municipalities, an amendment to the Income Tax Act to allow tax exempt
interest on government bonds raised for designated infrastructure project purposes.

intergenerational Financing

The issue of cash financing versus debt financing must be carefully thought through. In
many jurisdictions, government’s current concern with debt and deficit has driven it to the philosophi-
cal position of cash financing alt capital works. This raises equity issues in that intergenerational
projects are being financed for tomorrow’s users by today’s taxpayers. It is perhaps more appropri-
ate to debt finance some portion of such projects, so that the users of the facilities pay for their costs.

On the Hip side, however, debt financing ongoing rehabilitation such as pavement renewals
makes litle sense. These projects will continue forever and we end up paying debenture debt costs on
top of the construction cost — which essentially doubles the cost of the project. More care must be
taken in developing financing strategies that maich the project life and use patterns to the beneficiaries
of the service provided. In this way, use of debt versus cash financing can be better managed.

Policy Recommendation:

Intergenerational Financing

18. That the City should finance infrastructure projects in a manner that properly recog-
nizes project life and replacement patferns,

Cost Shared Programs ‘

Wherever possible, municipalities should take advantage of cost-shared infrastructure
renewal programs. The City of Winnipeg is fortunate that the Province has implemented the Urban
Capital Project Allocation {(UCPA} program. This allows the City to carry out approximately $32 mil-
lion of capital work per year, using 50 cent dollars. In addition, the Winnipeg Development
Agreement (WDA) — a tripartite program — not only creates training and economic development
opportunities, but also facilitates upgrading of heritage buildings, riverbanks and neighbourhoods.

Finally, the Canada Infrastructure Works Program {CIWP) was a major benefit to our municipal-
ity, in that $87.3 million worth of renewal was accomplished. In Taking Stock: A Review of the Canada
Infrasiructure Works Program {Soberman, 1996 the author reporis that the program was a success in
that it “accompfished what if set out lo accomplish.” While the program had some weaknesses, the City
of Winnipeg, along with other municipalifies in Canada, should strongly endorse the development of o
second National Infrastructure Program, focusing in part on municipal infrastructure renewal.




Policy Recemmendation:

Cost Shared Programs

19. That the City join with other Manitoba municipalities and the Provincial Government in
lobbying the Federal Government to support implementation of a sustained National
Infrastructure Program, focusing in part on municipal infrastructure renewal,

D.) Alternative Service Delivery Policy Options

Traditionally, infrastructure in Canada has been developed, built and funded by various tev-
els of government. With increasing pressure to minimize deficits and freeze taxes, governments
today are seeking innovative methods for financing and alternative service delivery.

The public and private sectors in Canada have long-standing partnering refations in terms
of the construction of major municipal infrasiructure projects such as roads, bridges and various
public facilities. Traditionally, government issued separate design and construction tenders and either
cash financed or issued debt to pay for capital works. Alternative Service Delivery {ASD} opfions are
an emerging way for the public sector to provide infrastructure.

The strengths of the public secior and the efficiencies and know-how of the private sector
can be combined in Public-Private Partnerships (PPP's). The public sector assesses need and develops
overall guidelines, while the private seclor develops and implements the most cost effective solution.

A recent publication entitted “The 3 Ps of Municipal Infrastructure: How Local Governments
Can Use Public-Private Partnerships to Finance, Build and Operate Services” {Shaen, 1997) sets out
many of the concepts and principles of such arrangements. In addition, the City of Winnipeg Audit
Report “Best Practice Review of Frameworks for Alternative Service Delivery” {Cily of Winnipeg,
“Audit Department Report”, 1997} reinforces many of the advantages of public-private partnerships
arliculated by Shaen. This latter work goes further by suggesting that other alternative service deliv-

ery methods are available and should be reviewed.




Conceptual Framework

The potential benefits of adopting a Public-Private Partnership approach to meet our grow-
ing infrasiruclure needs are many and diverse. PPP’s are usudlly associated with large copital works
undertakings, and much of their usefulness is associated with the specifics of the individual deal
negotiated.

A whole range of strategies exist for governments to pursue involving the use of the private
sector. Many of these options can facilitate arrangements thot benefit citizens, employees and the
private sector. Public-Private Partnerships may take on a variety of forms, somefimes referred to as
the PPP spectrum:

Public-Private Pariership Spectrum =

Operations & Design/Build - Lease ,.-_Fiﬁan'c_e

Maintenance. . Major . - ~ Develop- . ° ‘Design Build
Service Maintenance - Operate © " Own Operate
_'Finance NGRS
. Design-Build .- = Buy.Asset
User Fee Design/Buitd Transfer Qwn -
Support Operate " Qperate Operate
- Finance
Build Lease- : Design Build
Operate/ : Operate
Design/Build Trausfer Transfer

In addition fo providing important infrastructure, such projects have the added benefit of
being labour intensive and therefore good for employment creation in both the public and private
sector.
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In analyzing the usefulness of Public-Private Parinerships, Council must evaluate them in a

policy context. The policy framework for the City is found in a number of key civic policy documents,
including the following:

¢ Plan Winnipeg...Toward 2010 (June 23, 1993}
e Cily of Winnipeg — Financial Management Plan [May 1995)

s City of Winnipeg Audit Department — Best Practice Review of Frameworks for
Alternative Service Delivery {September 1997)

City of Winnipeg — Special Operating Agencies Initiative Report (September 1997
¢ City of Winnipeg — Reshaping Our Civic Government {March 20, 1997)

Two other recent additions fo the literature on public policy considerations discuss the
important issues of protecting the public interest: “Government’s New Style” {Zussman, 1997) and

“The Politics of Performance Measurement” (Thomas, 1997}, These issues both have important public
policy implications.

Another such consideration will be for the City to manage unsolicited private sector proposals.,
Internal civic as well as external research capacity (parhaps through partnering arrangements with uni-
versities) is essential fo ensure that taxpayer inferests are served to the greatest extent possible.

The conclusion fo be reached is that any decisions on the use of allernative delivery strafe-

gies must be done using defined processes. Further, emerging trends must be continually monitored
to ensure that public policy is sound.

Policy Recommendations:

Implement ASD Options

20. That with regard to infrastructure, Council implement its adopted policy on Alternative
Service Delivery, us follows:

“The City of Winnipeg is commitled to providing quality services at an affordable
cost on a sustainable basis. To this end, the City will systematically review its pro-
grams, services, and delivery mechanisms, and will pursue the most appropriate
methods and structures for providing services to achieve the best value for the

municipal tax dollar and the optimal balance of overall benefits to the City and its
Community.”




Public-Private Partnership Research

21. That Council ensure both internal and external research capacity be devoted to
monitor and assess PPP trends throughout Canada, and fo assist the City in
considering local PPP proposals.

PPP Policy Options

As Public-Private Partnerships {PPP’s} are an emerging area, there is not yet any standardized
terminology that accurately describes the concepts. In our view, there are three broad categories:

¢ Divestiture — where the government turns over ownership of the function,

e Privatization — where the government withdraws from actually delivering a service but
remains as a regulator, and,

* Partnering — where government and private sector act fogether to jointly provide facilities.

This section is designed to outline policy options for Council to consider in the context of
infrastructure rehabilitation and renewal.

* Divestiture Option

The City could adopt a strategy of divesting itself of functions that are not seen to be the
core business of government. The Federal Government has divested itself of several areas — includ-
ing airports, ports, railways and communication systems — which have been turned over to privale
owners. The new owners cannot afford to jeopardize their investments by neglecting needed

upgrades. The result will be a reconfiguration of service delivery and/or the imposition of new
user fees. ' '

The decision fo divest of an asset is an important, and often frreversible one, and therefore
must be carefully contemplated. A thorough study must be conducted that weighs the long-term and
short-term costs and benefits fo the public. When selling assets, governments must make judicious
use of the windfall revenues obtained. These funds should be used to pay down any debts that exist
on the asset sold and to acquire new assets. In this way, the inherent value of the asset remains
intact for the benefit of future taxpayers. Under no circumstarices should government ufilize the rev-
enues from asset sales fo pay operating costs or finance current expenditures.
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e Privatization Option

A variation of divestiture is privatization where government turns over the ownership and
operation of facilities to the private sector, yet remains as the regulator in terms of service quality
and/or price. In this system, the financial resources and Hexibility of the private sector are channeled
info service delivery, while the government maintains broad control over service provision.
Telephone, cable and natural gas services are good examples.

The use of Special Operaling Agencies — which are essentially private sector-like govern-
ment operations, which run using business approaches and accounting practices — can fit into this
category. In addition, the not-for-profit sector can also assume ownership and operation of facilities
formerly under government control.

* Parinering Option

The third broad type of arrangement is one of parinering, where the public and private sec-
tors share responsibilities to the mutual benefit of each. Parinerships can exist for the purpose of pro-
viding new or improved facilities or for operating existing facilities. Although relatively new to
Manitoba, public-private partnerships have been widely used in Europe, the United States and Asia.

A clear indication that partnerships are the way of the future was the May 23, 1997,
announcement of “The Partners in Public Service” project by the Province and the City. This project is
designed to find better ways of providing services fo the public, and to ensure that the government at
both levels is as affordable and cost-effective as possible.

In Winnipeg, the Charleswood Bridge partnership is an example where the private sector
designed, built and financed a twin-span four-lane river crossing and related roadworks, which they
will own and maintain for 30 years. The City provided the concept, standards, right-of-way and will
lease the project until the expirafion, at which time it can either purchase the project or renew the
lease. Under this agreement, the taxpayer had no exposure to risk during the construction period
and is not responsible for the ongoing maintenance of the project during the lease. While this
arrangement may not be suitable in every case, it should be explored for any new capital project the
City is considering.

There are an infinite number of variations in terms of divestitures, privatizations and part-
nering that could offer solutions to infrastructure decline. These policy options are fundamentally
designed to ensure that someone is accountable, responsible and committed to keeping the infra-
shructure elements in question in a salisfactory state of repair.




“The private
sector is best
able to bring in
new technologies
and design

and construction
efficiencies

to improve the
delivery process
for infrastructure
projects.”
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Policy Recommendations:

Pursue Parinering Strategies

22. That Council pursue partnering strategies for infrastructure works in accordance with
the framework of all applicable Council adopted policies.

PPP Policy Options

23. That Council adopt as policy, consideration of the entire PPP spectrum as policy
options in all large capital projects involving all aspects of infrasiructure.

E.) Winnipeg Transportation Utility Option

In dealing with the policy framework for a sustainable infrastructure system, the SIRP Task
Force concluded that a different organizational structure for dealing with transportation systems is
worth serious consideration. Similar observations have also been made by others.

Following a comprehensive study of transportation in the Winnipeg Region {herein referred
to as the "Capital Region”), TransPlan 2010 released its final report and recommendations in
January 1998. Included was o recommendation to consider an improved decision making model for
the management of fransportation related assets. Two specific options were presented:

* increase government cooperation betwesn the City of Winnipeg, Capital Region munici-
palities and the Province of Manitoba, or

e create an independent agency with responsibility for transporfation matters in the
Capitaf Region.

While we believe that increased government cooperction is needed, we also believe that
new, more proactive approaches are required to make significant progress on the pressing issues of
infrastructure renewal.

The creation of an independent agency is of particular interest to the SIRP Tusk Force. The
concept of an independent agency is based in part on the Montreal Metropolitan Transportation
Agency created in 1996. The Vancouver Regional District also adopted a similar struclure in February
1998 with which to address critical ransportation asset management and invesiment issues.
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It is our view, hawever, that there may be too many obstacles — both political and other-
wise — to enable the establishment of an independent agency that would oversee ol transportation

malters in the Capital Region. The idea of an arm'’s length agency localized to the City of Winnipeg,
however, has merit.

As the previously cited FCM report observed, when infrastructure was funded through the
vehicle of a uility, it fared better than when left fo the normal budgefing process. City Council, with
legislative assistance from the Province, could establish @ “Winnipeg Transportation Utility” which
would operate much like the City's other ufilifies. In order fo include all facets of ransportation and
iransportation planning, the responsibilities and relationship with Council could include the following:

e managing the financing, development, construction, maintenance and investment in
the enlire Winnipeg sireet system, including bridges, siructures and transit corridors

o transportation planning

¢ public transit

e parking authority

e regulation of urban goods movement
¢ control of access to the street system

e all aspects of budgeting including ability to raise and apply revenues as necessary to
deliver services required

¢ expenditure of funds for these purposes

e implementation of Council-adopted SIRP Task Force recommendations.

It is our view that ullimately the Capital Region concept outlined by TransPlan has merit.
The formation of a City of Winnipeg focused utility is a logicat initial step 1o the creation of a mare
comprehensive solution. Just as Winnipeg's water ufility could easily become the regional water
authority, 5o too could a transportation utility be broadened.

Initially, the sources of dedicated revenue could include any of the following, each of which
require provincial legislafion:

e fronfage levy — $1 = approximately $10 million/year
e motor fuel tax — 1¢/litre = approximately $8 million/year
o mofor vehicle registration — $35 = approximately $11.5 million/year

e right-of-way levy

There would very likely need fo be a transition fime — of perhaps five years — for the new
utility to move to user fee funding from present sources. As the new fees came on stream, the present
mill rale support and provincial grant funding would be phased down. An in-depth business plan
would need to be developed to define the details.
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‘ In establishing the structure of the “Winnipeg Transportation Utility”, Council should be
mindful of its Alternative Service Delivery options. The option of creating an SOA for this function,
complete with a business plan, is an opporlunity worth pursuing.

Policy Recommendation:

Winnipeg Transportation Utility

24. That Council, using its ASD policy, develop a business plan fo investigate establishing
an arm’s length “Winnipeg Transportation Ulility”, and approach the Province of
Manitoba to seek any required enabling legisiation,

It should be noted that the issue of revenue sources, funding streams, dedicaled levies,
frontage levies, user fees, efc., ushers in the spectre of new revenues supplementing existing mill rate
supported tax.

This is not necessarily the intention.

The thrust of the fiscal recommendations is to suggest the need o move away from fradition-
al funding sources which are inequitable, inadequate and unsustainable.

There would by necessity have fo be a review of laxation in Winnipeg and of the funding
relationship between the City and Province. This may be the subject matter of the Commitice on Tax
Reform, but is not the mandate of the SIRP Task Force.

F.) Natienal Infrastructure Policy (NIP) Option

It is apparent from this report, that resolution to Winnipeg's infrastructure deficit — like that
of every other city in Canada — is beyond the financial capabitity of any municipal government.
The fact that the Federal government was able to quickly come to terms with provincial and munici-
pal governments on the need to implement and then extend the Canada Infrastruciure Works
Program (CIWP) specks volumes in support of this proposition.

As indicated earlier in this report, we must adopt a more systematic and sustainable
approach o infrastructure investment and management. This must be a commitment for participation
by all fevels of government to address this national problem.

The national debate will soon centre upon the appropriate allocation of the Federal budget
surplus. If a national infrastructure program is to become a Federal priority, it must become the sub-
ject matter of a concerted Federal/Provincial/Municipal campaign.




Support for Federal Policy

As a major Canadian city and successful participant in the Canada Infrastructure Works
Program, Winnipeg can help lead by example. Adopting a comprehensive SIRP is bul one step in
the process — albeit a very important one. Of equal significance is assisting in the effort to influence
the Federal government to adopt as Federal policy o transparent national infrastructure policy.

Attached o this report as Appendix “D” is a Recommended National Infrastructure Policy
{NIP} which supports the 1996 and 1997 Annual Premiers’ Conference communiqués, and the pro-
posed Guidelines {Appendix “E"}, in which the Premiers called for a new NIP. Winnipeg City Council
could assist in further lobbying senior levels of government by adopting a resolution endorsing the
positions outlined in Appendices "D" and “E”.

Policy Recommendetion:

National Infrastruciure Policy

25, That the City and Province partner to lobby the Federal Government fo enter into a
sustainable infrasirucfure agreement consistent with the recommended National
Infrastructure Policy [NIP], as set forth by the ICM {Appendix “D"} and the “Proposed
Guidelines for a New National Infrastructure Program”, as adopted by the Premiers aof
the 1996 and 1997 Annual Preimiers’ Conferences [Appendix “E”).

G.) Sustainable Infrasiruciure Development Policy Options

Developing policy options that result in sustainable solutions to the issue of infrastructure
deterioration will have a positive impact on the City of Winnipeg. While many of these initiatives will
require cooperation and support from more senior fevels of government, all those involved will share
in the benefits.

Employment Training Program

As part of the CIWP, Winnipeg conducted a Community Services Infrastructure Renewal
Program of $10 million. This program was designed to rehabilitate and/or reconstruct deferiorated
street, sidewalk and back lane infrastructure, with a focus on utilizing — in part — a workforce of
people presently on social assistance programs.

“Municipal
governments...
cannot-
rectify the
infrastructure
problem on
their own.”




The result was meaningful employment for an additional 218 persons on social assistance,
plus substantial savings to the three levels of government in social assistance costs. In fact, when
assistance payment reductions and income faxes were considered, the program essentially cost the
Federal government nothing and only marginally more for the province. Programs such as this
should form part of any overall cpproach to infrastructure renewal. A more detailed account
of the success of the 1995 Social Assistance Works Program can be found in the publication
“Working: An Infrastruciure Renewal Demonsiration Project” {City of Winnipeg Social Services
Depariment, 1995},

In 1997, as a result of the success of the first initiative in the Canada Infrastructure Works
Program, a further $4 million was allocated to « social assistance works program under an exten-
sion to the CIWP.

While the foregoing discusses the cost-shared social assistance program, it could easily be
broadened to encompass other groups. These types of programs can provide useful training and
employment skills, and at the same time, replace deteriorated systems.

Policy Recommendation:

Employment Training Program

26, That the City propose to senior levels of government, the delivery of infrastructure
programs whose aim in part would be to provide useful training and employment
skills development to various target groups.

Capital Region Infrastructure Strategy

It is apparent that infrasiructure investments represent a significant ongoing financial com-
mitment, regardless of the level of government. It should also be obvious that any investment deci-
sions made may have implications that exceed jurisdictional boundaries.

Residential and industrial development outside the City's boundaries — in an area common-
ly referred to as the Capital Region — has implications for Winnipeg and vice versa. Investments in
infrastructure must be service and cost-efficient. Accordingly, they should be referenced against pub-
licly developed and adopted planning and development sirategies.

The recent public debate around the supply of water by Winnipeg to adjacent municipdlities
is but one example of where infrastructure funding may be betier viewed on a regional basis. We
believe adjacent municipalities can make belter use of existing infrastructure by sharing facilities and
using regional services. These decisions are sustainable, in that they maximize economies of scale
and eliminate duplication of services and facilifies. Governments that have sustainable development
policies must respect them, as they are sound — both philosophically and practically.




The Capital Region Committee and the Province have approved a Capital Region Strategy
to support the sustainable economic development of the region. This strategy includes policies and
actions for achieving sustainable infrastruclure.

A Capital Region strategy that considers all aspects of development, expansion, land use
and infrastructure planning is crucial to the City, the Capital Region municipalities and the Province
as a whole.

The Provincial government has recently announced the formation of an independent panel
fo provide recommendations o implement the Capital Region Strategy. This decision has received the
support of the Capitat Region Committee. The panel is fo comprise individuals with expertise in
urban and rural planning, as well as municipal government, who will meet with elected officials and
hold public consultations. It is hoped that a major item to be considered by this independent panel
will be the important gquestion of the supply and delivery of infrastructure in an environmentally
responsible and sustainable manner.

Policy Recommendation:

Capital Region Infrastructure Strategy

27. That the City pursue — with its neighbours and the Provincial Government —
implementation of the Capital Region Strategy that recognizes the importance of the
supply end delivery of infrastructure in an environmentally responsible and sustain-
able manner.

Cost/Benefit Analysis

The issue of constructing new facilities versus the rehabilitation of existing facilities must be
done in an intergovernmental policy context. New facilities should only be constructed after a proper
cost benefit analysis has been done. This analysis must include the ongoing costs for operation and
preventative maintenance.

With a growing backlog of infrastruciure rehabilitation that needs addressing, achieving a
balance between new strategic infrastructure needs and infrasiructure rehabilitolion must occur. We
believe that economic benefits must accrue to the community that offset the capital and operating
costs of a new facility. Expanding systems and shrinking budgets are not compatible. Looking at new
construction in this way is truly sustainable development.
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Finally, the regulatory framework can be a useful tool of government to ensure sustainability
through beiter use of existing facilities. For example, water conservation programs will ensure that
existing facilities lask longer, and are therefore better utilized. Recycling regulafions remove materials
from waste disposal sites —— which extends their life and af the same fime creates opportunities for
the development of new products and services from the recycled materials.

Policy Recommendation:

Cost/Benefit Analysis

28. That any new publicly-funded infrastructure project be accompanied by a cost/benefit
analysis which establishes need and sustainability to clearly justify its construction.

Sustainable infrastructure Development Palicy (SIDP)

There are many ways in which the government and the private sector can and should work
together o address the infrastructure deficit, as described earlier in this report. Simitarly, the various
levels of government must work together 1o ensure that decisions made at one level do not impact
other levels in an unfair and unsustainable way. In the end, there is only one taxpayer to pay the bill
for the decisions taken by any level of government.

For example, senior levels of government often crecte regulations that require junior levels
of government to put in place expensive new or upgraded fucilities. This is particularly prevalent with
respect to environmental issves. However, a proper cost benefit analysis is not always conducted by
the senior government fo determine if the outcome of the regulation is sustainable.

Any new policy approach with respect o infrastructure should be premised upon the basis
of sustainability. Prudent management of intergenerational assets must take into account the
principles of sustainability. Earlier, we spoke of the principles and guidelines developed as a result
of the Manitoba Round Table on the Environment and Economy {MRTEE} {Appendix “A”), and their
importance in developing infrastructure policies that are sustainable into the future. In developing
the recommendations for this report, we have attempted to follow a number of principles which we
developed and are set out in Appendix “B” of this report. We believe these principles should be
referred to whenever sustainable infrastructure policy-baused decisions are being considered.

Poliey Recommendation:

Sustainable Infrastruciure Development Pelicy (SIDP)

29, That the Cify endorse the principles and guidelines of the MRTEE, and adopt the SIRP
Principles for Sustainable Infrastructure Development, as set out in Appendix “B”,




The Task Force believes this report has made the case for a Strategic Infrastrucivre
Reinvestiment Policy. We believe cifizens expect government to take steps to protect the public’s
investment in infrastructure. We also believe Council should be prepared to make the following
commifments to:

o Dedicate both financial and human resources to implement the recommendations in this
report

e Adopt potentially difficult positions in the shorterm to accomplish longer-ferm goals

o Draw upon private sector resources — including the universifies — to assist sttt as they
have the necessary fime fo develop innovaiive, coherent and workable solutions

o Be prepared to make departures from conventional municipal operational and organiza-
tional configurations to make progress.

SIRP Implementation Commitiee
The City should ensure that adopied policy recommendations are implemented. The Task
Force recommends esfablishing a SIRP Implementation Committee as a first step.

This Commitiee should be chaired by the Chairperson of the Standing Policy Commiftee on
Public Works. The Committee could be a combination of City and industry members and would pick
up where this report leaves off, following the process through fo completion.

Policy Recomimendetion:

SIRP Implementation Commiitee

30. Thai the City establish a SIRP Implementation Committee — headed by the
Chairperson of the Standing Policy Commitiee on Public Works and appropriately
resourced through the office of the CAQ — with a mandate to implement adopted
policy options within 12 months of its appointment,




Recommendation Summaeary

The recommendation summary of this report is in two parts. The first restates policies
already adopted by Council. In developing fulure priority plans and budgets, Council should be
mindful of its stated policies regarding infrastructure and endeavour to be consistent with ifs
approved policies.

The second part presents the new ideas and directions developed during our review. To
assist Councit with the difficult task of implementation, we have outlined what we believe should be
the action next to each policy recommendation.

Existing Council Policies

Plan Winnipeg... Toward 2010

QOvr regional services and facilities represent a major investment of public funds. It is impor-
fant thaf this investment be protected. The overalf cost of orderly maintenance and recon-
struction programs is less than deferral, which eventually requires expensive calch-up work.

Plan Winnipeg Policy 5C-01-— Maintain Existing Infrastruciure

The City shall maintain the existing capacity of regional street, bridge, and public transit
syslems as its highest priorily item for expenditure of funds when developing the yearly
and five-year transportation capital programs.

Plan Winnipeg Policy 5C-36 — Provide Infrastructure Maintenance and Renewal

The City shall endeavour o provide basic maintenance and renewal of its infrastruciure
of pavements, sewers and watermains.

Financial Management Plan — 10 Goals for a Stronger Financial Future

...help the City balance its spending priorities with its available resources so that it can
meet ils obligations while improving Winnipeg’s economic position.

The City will develop a detailed list of fotal infrasiructure liabilities with priorized plans to
repair them and identified funding sources during the next term of Council.
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Priorities for Winnipeg — Building Toward the 21st Cenfury
“Managing our Investment in Infrastructure” identifies five specific areas for atfention:
¢ developing a residential streets renewal program
e invesfing sfrafegr'ca”y in new infrashructure
s re-invesling in hydro ond water quality
o extending the life of the aqueduct

s commilting to long-range planning.

Aliernative Service Delivery

The City of Winnipeg is committed fo providing quality services at an affordab.’e cost on
a sustainable basis. To this end, the City will systematically review its programs, services,
and delivery mechanisms, and will pursue the most appropriate methods and structures
for providing services to achieve the best value for the municipal tax dolfar and the opti-
mal balance of overall benefits to the City and its Community.







Policy Option/!

implementafion Plan Swimme

ARy

Managerment, maintenance and investment recommendations are all based on a “knowledge/
consequence” premise, Knowledge of the facts and consequences of decisions made or failed fo
be made is, in the final analysis, the most imporiant contribution of these recommendations.
Decisions on these recommendations are always the prerogative of elected officials.

A.) Infrastruciure Maintenance Policy Options

Policy Option

Implementation Plan

Life Cycle Costing

1. That all capital programs for new or rehabilitated
infrastructure be subjected o life cycle costing
analysis o defermine the most cost effective

options for consideration.

Minimize Deferred Maintenance
2. That ideally, maintenance for existing
infrastructure should only be deferred if the
impact on the life expectancy and life cycle
of the asset is documented to be minimal.

Factor Maintenance info Initial Costs

3. That when new or upgraded facilities are proposed,
they be accompanied by resulfing incrementcd
maintenance costs, linked info o parallel maintenance

budget.

Computerized Maintenance Managemeni
Systems {CMMS)

4, That civic depariment preventative maintenance
programs be funded by Council o be

information current, and supported by Computerized
Maintenance Management Systems (CMMS).

Management of Asset Data

5. That the CAQ Secretariat be assigned and resourced
to coordinate the Cily’s infrastructure asset data
management.

A Steering Committee be established

to develop a standardized life cycle
costing protocol for the City, drawing
upon the work dalready done, s cited in
this document.

Departments be instructed to

develop for Council properly
documented mainfenance requirement
needs, priority schedules, along with
impact analyses.

The capital budget process be
modified to include a link to the
current budget fo include maintenance
costs.

Where no CMMS exist, Council
request Ihe subject depariment to
develop a fully costed proposal.

That the recommendation be
referred to the CAO for

implementation.




B.) New Technology Policy Gptions

Policy Option

implementation Plan

Advanced Techniques & Technelogies

6. That ihe City encourage the application of
“intelligent” technology, new methodologies

and inovative products such as ACMs in
infrastructure renewal, rehabilitation, construction or
preventalive maintenance programs.

improved Practices

7. That the City encourage the use of
advanced techniques, improved
technologies, better materials

and best practices in all infrastructure
programs, and participate in the technical
guide for infrastructure initiative.

Update Construction Specifications
8. That the City’s standard construction
specifications and general conditions be
reviewed to encourage use of innovative
practices, technologies and materials.

The academic, engineering and construction
communities should be involved in this review.

Commitment fo Sirategic Research
& Innovation

9. That the Cily partner with academia to
strategically fund research aimed ot
idenfifying new or improved materials,
technologies and techniques having broad
infrastructure application.

That the City host an

annual technology transfer
workshop for staff, consultants,
contractors, and academia.

Preliminary engineering
budgets should recognize the
need to explore new and
innovative techniques,
technologies and matericls,

That the structure and
objectives of the existing
Standard Specification
Committees be reviewed and
modified, as necessary.

The City should annually
budget $0.5 million beginning
in 1998, and direct these funds
to new technologies research.




€.) Fincmeclel-E

Policy Option

Based Policy Oplions

Implementation Plan

Urban infrastructure Finoncing Plan
10. That the City create and adopt an urban
infrastructure financing plan, based on the
principles outlined in Appendix “C" of this
report.

Accrual Accounting System
* 11. That the City adopt a system for showing
depreciation on its capital assets and begin the
process of accounting for deferred maintenance.

Fully Costed Services

12. That the City apply full cost accounting
principles to all government services, and that
pricing of services should reflect the full true
costs of service provision.

Application of User Fees
13. That the City implement properly structured user
fees where the user and the service delivered can be

identified.

Shift from Mill Rate to User Fees

14. Any new user pay funding that relates to property
and which replaces existing mill rate supported
infrastructure budgets, should be accompanied by a
mill rate reduction equivalent to the pre-user fee level
of mill rate support.

Infrastructure Services Renewal Levy
15, That the City consider developing an
“Infrastructure Services Renewal Levy”

program which would manage the levying of
specific user fees/levies to dedicated

infrastructure rehabilitation and renewal programs.

That the recommendation be
referred to the CAQ for

implementation.

That the recommendation be
directed to the CAQ for
implementation.

That the recommendation be
directed to the CAQ for

implementation.

Examine alf possible user fees and
their applications.

Refer to the CAO for report on impact.

Refer to the CAQ for report back on
implementation.




Policy Option

Implementation Plan

Pursue Dedicated Levy Legislation

16. That the City pursue Provincial legislation to allow
new funding sources for infrastructure renewal, and
that funds raised be dedicated for specific
infrastructure purposes only.

Tax Exempt Bonds

17. That the City pursve, with Province of Manitoba
and the Federation of Canadian Municipalities, an
amendment fo the Income Tax Act to allow tax
exempt inferest on government bonds raised for
designated infrastructure project purposes.

Intergenerational Financing

18. That the City should finance

infrastructure projects in ¢ manner that properly
recognizes project life and replacement patterns.

Cost Shared Programs

19. That the City join with other Manitoba municipalities

and the Provincial Government in lobbying the
Federal Government to support implementation of a
sustained National Infrastructure Program, focusing in
part on municipal infrastructure renewal.

That the City and Province jointly
consider a skrategy of adopting
legislated levies dedicated to
infrashructure renewal.

That the City pursue Provincial
support to lobby the Federal
government for such a change.

That the recommendation be
implemented.

That the City approach the Province

of Manitoba, UMM, MAUM, and FCM
fo jointly coordinate efforts to imp[emeni
this recommendation.




B.) Alternulive Service Delivery Policy Options

Policy Opfion

Implementation Plan

28

hnplement ASD Options

20. That with regard fo infrastructure, Council
implement its adopted policy on Alternative Service
Delivery, as follows:

“The City of Winnipeg is commitied fo providing quality
services af an affordable cost on a sustainable basis.

To this end, the Cily will systematically review its
programs, services, and delivery mechanisms, and will
pursue the most appropriate methods and structures

for providing services to achieve the best value for the
municipal fax doflar and the optimal balance of overall
benefits to the City and its Community.”

Public-Private Partnership Research

21. That Council ensure both internal and external
research capacity be devoted to monitor and assess
PPP trends throughout Canada, and fo assist the
Cily in considering local PPP proposals.

Pursue Partnering Strategies -

22. That Council pursue partnering strategies for
infrastructure works in accordance with the framework
of all applicable Council adopted policies.

PPP Policy Options

23. That Council adopt as policy, consideration of the
entire PPP spectrum as policy options in all large
capital projects involving all aspects of

infrastructure.

That the recommendation
be implemented.

That the recommendation be
implemented in the context of the
Alternative Service Delivery
framework.

That the recommendation be
implemented in the context of the

Alternative Service Delivery framework.

That the recommendation be referred
to the CAQ for implementation
pursuant to the ASD policy.




E.) Winnipeg Transportation Utility Option

Policy Option Implementation Plan

Winnipeg Transportation Utility

24. That Council, using its ASD policy, develop a That the recommendation be referred
business plan to investigate establishing an arm’s length to the CAO for implementalion.
“Winnipeg Transportation Ulility”, and approach the

Province of Manitoba to seek any required enabling

legislation.

E)} Neational Infrastructure Policy (NIP) Option

Policy Option Implementation Plan

National Infrastruciure Policy

25. That the City and Province partner to lobby the That the City approach the Province
Federal Government to enter into a sustainable of Manitoba, UMM, MAUM, and FCM
infrastructure agreement consistent with the fo jointly coordinate efforts to implement
Recommended National Infrastructure Policy {NIP}, this recommendation.

as set forth by the ICM {Appendix “D”} and the
“Proposed Guidelines for a New National
Infrastructure Program”, as adopted by the Premiers
at the 1996 and 1997 Annual Premiers’ Conferences
{Appendix "E”).

G.) Sustainable Infrastruciure Development Policy Options

Policy Option Implementation Plan

Employment Training Program

26. That the City propose to senior levels of That the City approach the Province
government, the delivery of infrastructure to assist in implemenfing this
programs whose aim in part would be to provide recommendation.

useful training and employment skills development
to various target groups.




Capital Region Infrastructure Strategy
27. That the City pursue — with its neighbours and the That the City pursue with the Capital

Provincial Government —implementation of the Capital Region Strategy Panel the
Region strategy that recognizes the importance of implementation of this
the supply and delivery of infrastructure in an recommendation.

environmentally responsible and sustainable manner.

Cost/Benefit Analysis

28. That any new publicly-funded infrastructore That the recommendation be
project be accompanied by a cost/benefit analysis implemented.

which establishes need and sustainability to clearly

justify its construction.

Sustainable Infrastruciure Development

Policy (SIDP) _

29. That the City endorse the principles and guidelines That the recommendation be
of the MRTEE, and adopt the SIRP Principles for implemented.

Sustainable Infrastructure Development, as set out

in Appendix “B”.

Implementation Plan Policy Option

Policy Option limplementation Plan

SIRP Implementation Committee

30. That the Cily establish a SIRP Implementafion That the recommendation be
Committee — headed by the Chairperson of the implemented.

Standing Policy Committee on Public Works and

appropriately resourced through the office of the CAO —

with @ mandate to implement adopted policy options within

12 months of its appoiniment.
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The SIRP Task Force mandate was both challenging and necessary for the City's future. Like
all major cities in Canada, the reality facing Winnipeg is tha it can no longer defer infrastructure
financial planning and investment decisions. The absence of infrastructure policies across Canada in
the past has resulted in  national infrastructure deficit that could balloon to $200 - $300 billion in
as litle as five to 10 years if sound decisions are not made {Mirza, “Canada’s Deterioraling
Infrastructure”, 1997).

As a society, we have agreed fo subscribe to the principles of sustainability related to the
use of natural resources, social and economic development. These same principles -— which under-
pin the recommendations of this Task Force — are no less imporiant in their application fo infrasiruc-
ture management and investment decisions.

This report demonsirates the connection between infrastruciure and our local and national
economies. !t lays out a systematic approcich fo asset management and investment decision-making.
It provides a framework within which decisions can be made. It allows for a reasonable transition
from debi to cash financing, where appropriate. It recognizes the importance of appropricte benefi-
ciary, share allocation. It provides a platform for the assembly and use of key asset data, essential to
informed decision-making. It identifies opportunities implicit in showcasing Canadian-developed
infrastructure-related technologies.

From the Task Force perspective, it is imperative that there not be any delay in either dealing
with the recommendations or in implementing them once adopted.

Given the magnitude of the infrastructure challenge, and the opportunities implicit in
addressing it, every effort should be made to implement the recommendations within a 12-month
period.

In the final analysis, this report provides a knowledge and consequence framework for
Council — with the support of the public — to make informed choices. If provides the fools with
which decisions can be made. It cannot however, make those decisions — that prerogative remains
with our elected civic leaders.

The choice fo make knowledge and consequence-based decisions within the confext of a
strategic infrastructure reinvestment policy, now lies squarely with City Council.
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#pr Planitebae Reound Table on Envirenment &
Economy Principles & Guidelines for
Susiainable Bevelopment

Suwsherine

bile Development Principles

Principles and guidelines of sustainable development a principle from Manitoba Round Table on
Environment and Economy, MRTEE

Citation: Manitoba Round Table on Environment & Economy. “Schedule 1: Principles and
guidelines of susiainable development.” - p. 13. In A discussion paper for a sustainable development
ach. Winnipeg: Manitoba Round Table for Environment & Economy, 1994.

Principles

1. INTEGRATION OF ENVIRONMENTAL AND ECONOMIC DECISIONS: requires that we
ensure economic decisions adequately reflect environmental impacts including human health.
Environmental initiatives shall adequately take into account economic consequences.

2. STEWARDSHIP: requires that we manage the environment and economy for the benefits
of present and future generations.

Stewardship requires the recognition that we are caretakers of the environment and econo-
my for the benefit of present and future generations of Manitobans. A balance must be struck
between today’s decisions and tomorrow’s impacis.

3. SHARED RESPONSIBILITY: requires that all Manitobans acknowledge responsibility for
sustaining the environment and economy, with each being accountable for decisions and actions, in
a spirit of parinership and open cooperation.

4. PREVENTION: requires that we anticipate, prevent or mitigate significant adverse envi-
ronmental {including human health) and economic impacts of policy, programs and decisions.
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5. CONSERVATION: requires that we mainkain essential ecological processes, biological
diversity and life-support systems of our environment; harvest reusable resources on a sustained yield
basis; and make wise and efficient use of our renewable and non-renewable resources.

6. WASTE MINIMIZATION: requires that we endeavour to reduce, reuse, recycle and recover
the products of our society.

7. ENHANCEMENT: requires that we enhance the long term productive capability, quality

and capacity of our natural ecosytems.

8. REHABILITATION AND RECLAMATION: requires that we endeavour to restore damaged

or degraded environments to beneficial uses.

Rehabilitation and reclamation require ameliorating damage caused in the past. Future
policies, programs and developments should take into consideration the need for rehabilitation
and reclamation.

9. SCIENTIFIC AND TECHNOLOGICAL INNOVATION: requires that we research, develop,
test and implement technologies essential to further environmental qudlity including human health
and economic growth.

10. GLOBAL RESPONSIBILITY: requires that we think globally when we act locally.

Global responsibility requires that we recognize there are ne boundaries to our environ-
ment, and that there is ecological inferdependence among provinces and nations. There is a need to
work cooperatively within Canada, and infernationally to accelerate the merger of environment and
economics in decision making and fo develop comprehensive and equitable solutions to problems.




Guidelines

1. EFFICIENT USE OF RESOURCES: wo shall encourage and support development and appli-
cation of systems for proper resource pricing, demand management, and resource allocation fogeth-
er with incentives and disincentives to encourage efficient use of resources and full environmental
costing of decisions and developments.

2. PUBLIC PARTICIPATION: we shall establish appropriate forums which encourage and
provide opportunity for consuliation and meaningful participation in decision making processes by
all Manitobans. We shall endeavour fo ensure due process, prior nolification and appropriale and
timely redress for those affected by policies, programs, decisions and developments.

3. UNDERSTANDING AND RESPECT: we shall be aware that we share a common physical,
social and economic environment in Manitobar. Understanding and respect for differing social and
economic views, values and traditions and aspirations is necessary for equitable management of
these common resources. Consideration must be given to the aspirations, needs and views of various
regions and groups in Manitoba.

4. ACCESS TO ADEQUATE INFORMATION: we shall encourage and support the improve-
ment and refinement of our environmental and economic information base and promotion of the
opportunity for equal and timely access to information by all Manitobans.

5. INTEGRATED DECISION-MAKING AND PLANNING: we shall encourage and support
decision making and planning processes that are open, cross-sectoral, incorporate time horizons rel-
evant 1o long-term implications and are efficient and timely.

6. SUBSTITUTION: we shall encourage and promote the development and use of substitutes
for scarce resources where they are both environmentally sound and economically viable.



. SHARED RESPONSIBILITY AND ACCOUNTABILITY
user fees

public-private partnerships

privatization

. STEWARDSHIP

manage infrastructure development needs in a safe, environmentally sound, and
economically sustainable manner

balance between foday’s decisions regarding stabilizing/reducing infrasiructure deficit
and tomorrow’s impact on economic growth and quality of life

. ENVIRONMENTAL MANAGEMENT
demonstrate “due diligence”

improve environmental performance
safe and sound environmental practices
increase environmental awareness
voluntary accreditation

. POLLUTION PREVENTION

encourage and promote the development and use of substitutes for scarce resources
where they are both environmentally sound and economicaly viable

. UNDERSTANDING AND RESPECT

equitable management of infrasiructure invesiment benefits
deal with the most urgent infrastructure issues in a consistent and thoughtful manner

10. SUSTAINABILITY

¢ all infrastructure development projects {public and private sectors) should be sustainable

¢ all organizations {public and private sectors) should implement their own sustainable

development policy



#g” SIRP Task Force — Urban Infrasireciure
Fimancing Principles

The goals of an Infrastruciure Financing Plan should be to provide adequate and secure
funds fo deliver an infrastructure investment program thai supports new visions and moves fowards a
sustainable future. The new plan should be based upon the following principles:

10.

Stable and Predictable: Capital, operating and maintenance funding should be stable
over time, predictable in magnitude, and provide long-term financial commitment to a
new vision.

Open: The sources and allocation of funds should be open, clearly presented, and easi-
Iy understood by decision makers and the public to ensure accountability and fairness.

Fully Costed: The City should apply full cost accounting principles to all current or new
ulility operated infrastructure services sustained by user fees.

Least Cost: The model should foster an infrastructure operating at the least possible total
cost fo the environment, society and economy.

Debt Financing: Debt Financing strategies for intergenerational infrastructure should
porfion project life and use patterns between benefiting generations.

Cash Financing: Regular ongoing, preventative maintenance programs should be cash
financed so as to proportionately allocate cost to beneficiary.

Simple: The process should not be administratively complex.

Adequate Funding: When senior levels of government assign additiond! infrastructure
responsibilities or standards onto municipal governments, access to adequate revenues
should be provided at the sume time.

User Pay: Funds should be increasingly derived from users, with many of the services
provided by infrastructure to be treated as a ufility where the user is charged based on
consumption or use.

Dedicated: Revenues derived from user pay methods should be dedicated by law to
specific improvements, or projects that support the averall infrasiructure plan.
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11. Public Involvement: Public involvement in the design, financing and implementation
decisions for the model, resulting from information and consultation programs, should
be an integral part of the process.

12. New Technology: Promote the application of new technologies which improve life cycle
costs and help protect the environment.

13. System Optimization: Funding should be applied where practicable to optimize the
existing infrastructure.

14, Measurable Resulis: Performance indicators should be used to measure progress and
report to decision makers and the public.




"
i

b
o]

D" Recommended Netional Infrastruciure Policy (NIP)
[as prepared by the Infrasiruciure Council of Manitoba-ICM)

Neational Infrastruciure Policy (NIP) - Recommendation

To address Canada’s growing infrastructure deficit, the federal government must adopt as o
motter of good governance, a National Infrastructure Policy [NIP). lis objective should be to address
municipal infrastructure, the national highways system and strategic infrastructure investments, in a
sustainable manner which levers matching contributions from other levels of government and/or the
private sector.

Federal Deficit

The current federal government has made the reduction and elimination of the federal
deficit o national goal. Baluncing the nation’s finances to set a competitive economic platform is an
important objective.

The “Infrastruciure Deficit”

If the above approach is supportable, then the federat government cannot ignore a second
deficit, namely the “infrastructure deficit”, This is defined as the gap befween what we as a nation
invest as compared to what we ought o invest in our infrasiructure to optimize long run national
wealth productive capacify and economic efficiency. Canada’s infrastructure deficit is staggering, it
is growing and like the balance sheet deficit, it cannot be ignored.

The 1996 Federation of Canadian Municipalities/McGill University report conservatively
estimates a $44 billion municipal infrastructure deficitfo sustain what we now have in this country.

The Transporiation Association of Canada {TAC) reports adopted by the federal and
provincial governments, identified a national highways system sirategically important to east/west
compelitiveness, and 1o the north/south movement of goods and services to take full advantage of
NAFTA and FTA trade opportunities. The estimated investment dependant upon the approach taken —
$12-18 billion over a 10 year period.

Federal Fiscal Dividend

The federal government has committed itself to applying 50% of the surplus towards nation-
al debt reduction, and the remaining 50% towards enhancing existing programs and/er funding
new programs. If a National Infrastructure Policy is to become a part of the new fiscal priority, now
is the time to make the case. ‘ :




National Infrastructure Policy (NIP)

Fiscally Responsible and Strategically Focused

No Parliamentarian supports the nofion of allowing the nation’s infrastructure to deteriorate to the
point where it fails fo service Canadion needs. That being the case, the question therefore is not whether
to adopt a National Infrastructure Policy, but rather at what level and under what arrangements.

The Policy - Target Areas
The National Infrastructure Policy should target three (3) broad areas:

o) municipal infrastructure which must be rehabilitiated in order to sustain existing levels of
commerce and attract new opportunities. This program would target the $44 billion
“municipal infrastructure reinvestment deficit”;

b) national highways system to address east/west and north/south trade, commerce and
tourism opportunities. This would target the $§12 - 18 biflion “national highway systems
deficit”; and

c) sirategic infrastructure investments which serve to generate new areas of economic
aclivity and therefore new wealth.

Application of New Technologies

The application of new hard and soft Canadian technologies, that realize cost savings and
posifive life cycle benefits fo infrastructure, and that enable more efficient use of infrastructure,
should be encouraged. This allows Canadians to showcase their application to the rest of the world,
address national problems, create new export opportunities and lower user costs. This approach is
both practical and strategic in nature.

Duration

Given “Canada’s Infrastructure Deficit” a National infrastructure Policy must be sustained
over an initial ten (10) year period. The longer we delay dealing with the failing infrastructure, the
greater the cost and the more real is the risk of losing our edge as a leading industrialized country.
Studies have consistently shown a direct relationship between an economy’s performance and the
level of investment made in infrastructure.
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Size
Simply suggesting more money does not address the budgetary dilemma. An annual level
of $600 million over a ten {10) year plan matched by the provincial and municipal governments

would mark an excellent beginning fo rebuilding Canada’s municipal infrastructure. This amount is
consistent with the 1997 CIWP level of funding.

in the context of National Highways, the federal government has divested itself of
“cost centres” and transferred them directly to the user. It is no longer involved in rail, air, marine
and air traffic control having transferred them to the private sector were the user foots the bill.
This divestiture and cost eliminafion notwithstanding, the federal treasury has kept the annual
$4.2 billion income {approximate} generated from road use fuel excise taxes.

An annual commitment of $600 million {approximate revenue from the 1.5 cent per litre
increase in the excise tax on road use gasoline levied in February 1995}, matched by the provincial
governments over a fen (10) year period would be an appropriate inifial funding level. This tax
increase instituted as a deficit reduction measure, should be returned to highway users now that the
deficit reduction targets have been exceeded.

Governments should also examine non-tradifional forms of funding infrastructure investment
through Public Private Parinerships {PPP). Considerable work has been done in this field by the
Canadian Consiruction Association, Canadian Council on Public Private Parmerships and the
Standing Commitee on Transportation Report of February 1997. The nofion of PPP is well
advanced in some jurisdictions in Canada and many throughout the United States. We should take
serious note of their success and failures and learn from them.

Policy Impact

A Natfional Infrasiructure Policy {NIP} combined with dalready announced government initia-
tives to increase investment in Research and Development, University Infrastructure, expansion of the
Network of Centres of Excellence Program, Youth Training Initiatives, continuation of the Team
Canada approach to soliciting new business for Canadian enterprise, along with other initiatives,
allows for the following:

*no new money is added, The annual $600 million investment in municipul infrastruciure
continues the existing CIWP commitment. Further, it levers an additional annual contribu-
tion of $1.2 billion from municipaliiies, the provinces and/or the private sector;

*enhanced infrastructure and national highways generates economic expansion by
facilitating the expansion of commerce. This creates higher employment and therefore
larger tax revenues to government as « result of increased economic aclivity;




*the National Highway System component is funded from within an existing revenue
flow, which still generates a net $3.6 billion {approximaite} to the federal treasury after
the proposed annual NHS allocation, an amount in excess of 1994/95 road use excise
tox revenues. It focuses the investment and levers ¢ malching $600 million annually from
the provinces. The investment also serves to profect emd enhance the estimated 4.16 mil-
lion jobs now sustained through Canada’s export industries;

*siralegic infrastructure investments would be funded from within the two {2) primary
program components, namely municipal and national highways;

*the Canada Infrastructure Works Program (CIWP) recently extended, attained or
exceeded many of its objecives. A sustuined program can only build upon a good start
dlready made;

*the above initiatives can be shown to be a plan aimed at “rebuilding Canada”
providing new jobs, a hope of economic opportunity, confidence in the future, building
upon Canadd’s strength as a nation and positioning Canada to take advantage of the
FTA and NAFTA accords.

Conclusion

The “infrastructure deficif” can no longer be ignored. A clear, transparent National
Infrastructure Policy is no less important to the nation’s future than its needs related fo health, educa-
tion, research, youth training, safety net and debt/deficit management. It addresses an undeniable
national need, sharpens Canada’s ability to compete, and endables enhanced and new job opportu-
nities on a sustained basis.

The National Infrastructure Policy must reflect and respect the principles of sustainable
development. To perpetuate the infrastructure deficit by under investing today contravenes the most
fundamental principle of sustainable development: that we should meet current infrastructure needs
and not impair the ability of future generations to meet their needs by “living on our capital.”

Failure to address this issue will result in an unsustainable infrastructure unable to support
our compelitiveness domestically or internationally, unable to sustain our existing qudlity of life, and
unable to allow Canadian enterprise to fully take advantage of the NAFTA/FTA accords. It will [eave
as a legacy to future generations, an infrastructure deficit the size of which will be financially
Unmcnﬂgec:ble.

— November 1997




e Proposed Guidelines for a New Natienal
Infrasirucivre Program

(as adopied by Premiers and Territorial Leaders of the 1996 Premiers’ Conference}

Scope and Focus
A new national infrastructure program should:

Focus on strategic provincial-territorial infrastructure priorities which offer substantial
long term economic benefits; these priorities may be of one type leg. highways) or of
several types (eg. highways, telecommunication, porls).

Have a value of no less than the current infrastructure program.

Financing
The funding arrangements for the new program should:

L]

Be consistent with current fiscal frameworks.
Include a review of the federal dllocation formula used in the current program.

Include the discretion for flexible partnerships on individual projects (eg. federal-provincial/
ferriforial, federal-provincial/territorial-municipal and federal-provincial/territorial-
private); this discretion for flexible parinerships does not prevent parinerships of one type
only (eg. federal-provincial /territorial),

In cases of federal-provincial/territorial partnerships, the federal contribution will be no
less than one-hdlf; in cases where there is a third pariner, the federal contribution will be
no less than one-third.




Development, Timing and Administration
A new national infrastructure program should:

o Incorporate the best operational and administrative features of the current program.

o Be developed by Ministers of Finance with a final report and recommendations to First
Ministers by November 1996 with a view fo implementation by April 1, 1997 with @
term of approximately three years.
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