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Mr. Doug Dobrowolski, President His Worship Mayor Sam Katz
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Gentlemen:

| am pleased to deliver the report of the Infrastructure Funding Council (IFC) entitled
New Relationships: A New Order, A balanced approach to funding municipal infrastructure in Manitoba.

| had the great privilege of chairing the IFC for which opportunity | sincerely thank you.

The IFC was mandated with the challenging and complex task of developing recommendations underpinning a
comprehensive funding strategy that addresses Manitoba’s growing municipal infrastructure deficit, including
internal funding options controlled by the municipalities, and external funding options requiring
intergovernmental negotiation.

This exercise was clearly a ‘Manitoba first’ such effort. All Manitobans should be grateful for your leadership and
you should be commended for the political courage to launch it.

The challenge for all of us is to develop a framework which addresses the municipal infrastructure deficit
amassed over the last 50 years and still permits strategic investments for future growth. The size of the
Manitoba’s municipal infrastructure deficit is daunting — estimated to reach $13.4 billion in Manitoba within 10
years at current funding levels — but not insurmountable. Just as the problem took time to develop, the solution
will require a concerted, sustained and disciplined effort.

The IFC submits that is exactly what Manitobans collectively must do — develop a transparent, accountable,
long—term strategy that balances roles and responsibilities for municipal infrastructure amongst the three levels
of government.

The IFC proposes 17 recommendations. The approach is three-pronged and proposes a 20-year staged in
process, from 2011 to 2030, to implement municipal organizational and efficiency gains, generate the revenue
needed to address the infrastructure deficit, and gradually develop new funding relationships. Within this
framework, the IFC has identified various revenues sources that could, over the time frame, generate more than
$1 billion in annual funding.

Success is dependent upon public support and intergovernmental collaboration. The IFC recognizes that over
time, positions on the infrastructure funding policies and approaches may have hardened. The IFC appeals to all
Manitobans to open themselves up to the possibilities outlined for public consideration.

By acting now, and with the support from Manitobans, this report can form the basis for a funding blueprint and
be a model for all Canadian municipalities seeking resolve and access to sustainable and transparent revenues
with which to fund infrastructure. The IFC hopes this report provides a platform for a healthy, vigorous public
debate over the mix of measures with which to address Manitoba’s municipal infrastructure deficit.



On behalf of the IFC | would like to express appreciation to those who made submissions, presentations or
provided insightful advice during the course of our deliberations.

| sincerely thank each IFC members for their time, tireless efforts and countless dedicated volunteered hours to
discharge the mandate placed before them. | would be remiss if | did not publicly acknowledge and thank
Georges Chartier, Manager of Infrastructure Planning and Tyler MacAfee AMM Director of Policy and
Communications, for their indispensible policy and research assistance and to Melodie Richard and John Douglas
for their patience as writers in reflecting the IFC thinking and approach.

Respectfully submitted,

Chris Lorenc, B.A., LL.B.,
Chair, Infrastructure Funding Council (IFC)

May 2011
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EXECUTIVE SUMMARY

The challenge of raising the revenues to fund municipal infrastructure projects is not new to Manitoba. To
address the current problem, Association of Manitoba Municipalities (AMM) President Doug Dobrowolski and
Winnipeg Mayor Sam Katz appointed the Infrastructure Funding Council (IFC) in 2010 to chart a response to the
growing infrastructure deficit.

The IFC was mandated with the challenging and complex task of developing recommendations for a
comprehensive funding strategy that addresses Manitoba’s growing municipal infrastructure deficit, including
internal funding options controlled by the municipalities, and external funding options requiring
intergovernmental negotiation.

Benchmarks & Objectives
In shaping its report, the IFC relied upon a series of guideposts. Those were the report’s Benchmarks and
Objectives. Each is outlined in Appendix ‘A’ for review in advance of considering the report.

Infrastructure Defined

For the purposes of this report, infrastructure means roads (regional, local and lanes), bridges, active
transportation facilities, transit facilities, parks, riverbanks, flood protection, buildings (including police, fire
paramedic, libraries, pool, arenas, community centers, administration buildings), water and sewage facilities,
land drainage facilities, and solid waste facilities. These were further categorized — see Appendix ‘C’.

Consultation
The IFC benefited from written submissions and engaged in consultative discussions with a number of
organizations and individuals each of which are thanked for their input. They are listed in Appendix ‘B’.

Manitoba’s Municipal Infrastructure Deficit

The IFC determined that Manitoba’s municipal infrastructure challenge is real and not imagined and mirrors in
scale that of the rest of the country. The size of the Manitoba’s municipal infrastructure deficit is daunting — an
estimated to reach $13.4 billion in Manitoba within the next 10 years at current funding levels — but not
insurmountable. (See ‘Quantifying the Infrastructure Deficit’ in Appendix ‘C’)

Economic Impact

The condition of Canada’s municipal infrastructure is one of the keys to underpinning, maintaining and
enhancing Canada’s economic productivity and competitiveness. Manitoba’s municipalities are no exception. A
growing Manitoba economy is increasing the pressure on infrastructure that is now servicing populations
beyond what they were intended to do.

Urgency

The IFC has developed a series of recommendations that could form a foundation for a comprehensive
infrastructure funding strategy. The IFC submits there is an urgent need of a diagnosis of the problem and the
development of a “treatment” plan.

The diagnosis is how best we balance the importance of funding infrastructure needed to fuel economic growth
in the future, and the need to address the infrastructure deficit of the past.

The IFC offers a series of treatment options for Manitobans to consider. It encourages public consensus and
acknowledges there may be a need for a Province-wide referendum on new taxes dedicated to infrastructure.



Manitobans should begin this debate immediately so a final prescription can be determined and implemented
within three years.

There is a public policy imperative to devote priority attention to the challenges associated with our municipal
infrastructure deficit. The IFC warns that failure to act now saddles the present and future generations with a
significant financial burden and unquestionably will lower Manitoba’s standard of living and economic growth.

The Approach - Shared, Balanced, Three Pronged, Phased-In

There is no silver bullet to quickly eliminate Manitoba’s infrastructure deficit. Based on extensive consultation,
submissions from stakeholders and an exhaustive literature search, the IFC proposes 17 recommendations
within a three-pronged, staged-in approach to generate organizational and efficiency gains alongside a revenue
platform to address the problem.

The IFC report outlines a series of recommendations that, if after broad public consultation are acceptable to
Manitobans and decision makers, could improve the situation significantly over a proposed 20 vyear
implementation period between 2011 and 2030. It is a difficult yet realistic approach that challenges
municipalities to address efficiencies and practices using existing tools; it suggests redefined fiscal relationships
and recommends new revenue streams to help municipalities address their infrastructure deficits ultimately
requiring intergovernmental collaboration.

The recommendations are separated into three distinct groups:

1. Recommendations that can be acted upon by municipalities on their own;

Recommendations which require provincial agreement, approval and legislation;

3. Recommendations associated with a joint provincial / municipal national strategy to secure the federal
government’s rightful participation in funding municipal infrastructure investment.

g

The IFC strongly encourages the following (See ‘Summary of Recommendations’ on Page 9 for further detail):

1. Municipalities make internal adjustments ranging from maximizing own source revenues,
introducing organizational efficiency changes, adjusting delivery models, and implementing related
best practices;

2. The Government of Manitoba allocate growth taxes and vacate a further portion of education
property taxes dedicated through legislation to municipal infrastructure; and

3. The Government of Manitoba, the AMM and City of Winnipeg jointly pursue a national strategy
petitioning the federal government to a continued and enhanced municipal infrastructure funding
role on an ongoing and permanent basis.

Municipalities do not have the legislative capacity to implement a number of the IFC recommendations. Any
resolution will inevitably require intergovernmental good will, negotiation and commitment.

Accordingly the IFC recommends that an Implementation Committee appointed by the Government of
Manitoba, the AMM and the City of Winnipeg with a mandate to negotiate within one year of its appointment,
the terms of a what is referred to in the report as a Manitoba Municipal Infrastructure Funding Agreement
(MIFA) based upon this report’s recommendations and others arising from such a committee’s work.

Looking Forward



The IFC has identified various revenues sources that could, over time, generate more than $1 billion in annual
funding — see Appendix ‘).

The challenge in identifying new revenue streams was to create a virtual circle wherein municipalities are
rewarded through their tax structure by focusing on economic growth and decisions that create prosperity,
positioning them for the future.

Faced with growing responsibilities, municipalities require additional sources of stable and sustainable revenue.
The IFC submits that this can be accomplished by municipalities in part through own source revenues,
maximized efficiencies related to their infrastructure planning, focusing on economic growth in their decision
making process along with access to growth taxes and an expanded realty tax base.

By shifting the municipal emphasis from generating revenue to generating wealth, the IFC submits that senior
levels of governments - Manitoba and the national government in our case - should be more inclined to view
municipalities as economic growth partners and provide access to the dedicated revenues needed to fund
Manitoba and Canada’s municipal infrastructure deficit.

More importantly this paradigm shift will create a simple yet necessary focus upon growing the economy at the
municipal, provincial and national levels of government without which, discussions about revenues and revenue
sharing, are moot.

Ultimately, the report’s recommendations and our collective success in addressing our provincial and national
municipal infrastructure deficits are dependent upon broad public consultation, its understanding and support,
and intergovernmental collaboration.

One thing is for certain: the need for this debate is now. Our infrastructure network is the lifeblood of our
economy. It affects our productivity, economic growth, prosperity and our standard of living. Failure to address
this issue not only limits the ability of our municipalities to serve a growing population but also creates safety
issues to those using our aging infrastructure.

This is a problem born in the past but it must be addressed in the present and the future. An ensuing political,
public and stakeholder debate is welcome to move forward a final strategy that will ease the infrastructure
burden for future generations. The imperative is to begin the process without further delay.

Respectfully submitted,
Infrastructure Funding Council (IFC)

Gl

Chris Lorenc, B.A., LL.B.,
IFC Chair

IFC Members:

Ron Bell

Councillor Jeff Browaty

Jill Vogan, B.A., (Hons) and M.N.R.M.
Cory Young



SUMMARY OF RECOMMENDATIONS

AREAS FOR MUNICIPAL ACTION

The IFC encourages municipalities to implement the following:

Maximize Use of Existing Financial Tools

1.

Continue demonstrating financial commitment to the funding of municipal infrastructure, with borrowing
levels consistent with Manitoba Municipal Board Guidelines. (Pg. 22)

Apply the notion of ‘smart debt’ within individual municipal context. This approach means building a
consensus around an appropriate and sustainable level of tax-supported debt over the long-term,
recognizing that borrowing is a legitimate part of any long-term capital financing plan. (Pg. 22)

Consider the application of a special purpose tax (frontage fees) specifically allocated to infrastructure
funding (Pg. 22)

Review user fee structures and adjust where necessary to ensure that there is a clear link between the fee
being paid and the service being provided and that these fees reflect the true cost of the service provided.
(Pg. 22)

Augment current infrastructure budgets equal to an annual average of the last five years and provide for
annual increases equal to the rate of inflation and population growth, utilizing existing municipal sources of
revenues. (Pg. 23)

Publicly set out a clear detailed strategy for addressing the infrastructure deficit including a time frame for
the effort, measurable benchmarks, periodic reviews and public accountability for results. (Pg. 23)

Address Efficiencies, Adopt Best Practices and Reinvest Gains into Infrastructure

7.

Adopt Best Practices by:

a. Implementing the recommendations of the 1998 Strategic Infrastructure Reinvestment Policy Report
(SIRP) which provides a municipal roadmap to align asset management practices and budgeting — see
Appendix ‘E’ (Pg.23)

b. Phasing in infrastructure asset management processes and systems to better quantify existing and
future infrastructure needs (Pg.23)

c. Financing infrastructure projects to properly recognize project life and replacement patterns (Pg. 23)

d. Justifying construction of all new publicly funded infrastructure projects by providing a cost/benefit
analysis that incorporates sustainability (Pg.23)

e. Including incremental maintenance costs and a parallel maintenance budget for new or upgraded
infrastructure (Pg.23)

f. Incorporating advanced techniques, improved technologies, better materials and best practices in all
infrastructure programs (Pg.23)

g. Applying full cost accounting principles to all government services ensuring that the prices for services
reflect the true costs of service(s) provided (Pg. 24)

h. Determining the most cost effective options for all capital programs for new or rehabilitated
infrastructure by pursuing life cycle costing analysis (Pg.24)
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8. Reinvest resulting efficiency gains/financial savings into priority infrastructure projects. (Pg.24)

Adopt Sustainable Development Practices
9. Municipalities should incorporate ongoing and long term municipal infrastructure planning and investment
strategies into their sustainable development plans to ensure congruency of objectives. (Pg.24)

Pursue Rural Regional Infrastructure Delivery Strategy

10. Municipalities outside Winnipeg are encouraged to maximize efficiencies and create a regional focus by
delivering infrastructure services in partnership with neighboring municipalities consistent with objectives in
the Planning Act and the Capital Region Partnership Act objectives. (Pg. 25)

AREAS FOR MANITOBA’S ACTION

The IFC encourages the Government of Manitoba’s support in the following areas:

Amend the Municipal Board Act
11. Amend the Manitoba Municipal Board Act to:

a. Enable municipalities to borrow without approval of the Municipal Board, as long as they remain within
established borrowing guidelines; (Pg.23)

b. More clearly enable Municipalities to borrow outside the guidelines, with Municipal Board review and
approvals, keeping in mind the Province’s interest in the long-term financial sustainability of
municipalities; and (Pg.23)

c. Expand definition of ‘Municipal Revenues’ to include Gas Tax Agreement revenues and other like
revenues for the purpose of Municipal Board review of municipal access to revenues. (Pg.23)

Allocate Consumption Taxes to Municipalities Dedicated to Infrastructure

12. Apart from the re-allocation of provincial funding sources announced in the 2011 budget, and subject to any
required public approval including a referendum if necessary, allocate the equivalent of an additional 1% of
the Provincial Sales Tax (PST) and explicitly dedicate through legislation, revenues associated with all such
allocations to core and social municipal infrastructure. (Pg.27)

This additional revenue could be generated though any of the following approaches:
e A new and separate Municipal Infrastructure Levy (MIL)
e Over and above the 2011 budget re-allocation, from within the existing PST framework
e By adding 1% to the PST

If a referendum is required, the municipalities and the Province should jointly participate and support any
public education campaign.

Vacate Property Education Tax Room Dedicated to Infrastructure

13. Increase provincial education funding to 80% of net operations (as defined in the FRAME Report) in a staged
manner over a three year period thereby phasing out approximately $300 million from the current realty
education levy and through appropriate legislation enable municipalities to backfill the tax space vacated by
the current education levy with a municipal levy dedicated by legislation for application to municipal
infrastructure investment. (Pg. 29)

Create an Equity Reserve Account for Smaller Municipalities
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14. Create an ‘equity reserve account’ from 5% of the funds raised annually from the new MIL (or its equivalent)
and establish access criteria for smaller rural municipalities for the purposes of enabling their participation
in locally, regionally or multi-partied prioritized infrastructure programs. (Pg. 29)

PROVINCE OF MANITOBA AND MUNICIPALITIES ARE ENCOURAGED TO:

Develop Winnipeg Capital Region Infrastructure Delivery Strategy

15. The Government of Manitoba and the Winnipeg Capital Region municipalities are encouraged to develop a
Capital Regional Strategy which recognizes the importance of the supply and delivery of regional core and
social infrastructure services in a fiscally and environmentally responsible and sustainable manner by
implementing the recommendations of Transplan 2010 and SIRP Reports and following the principles in the
Planning Act and the Capital Region Partnership Act’. (Pg. 25)

Pursue Sustained Federal Municipal Infrastructure Funding

16. The Government of Manitoba, the AMM and City of Winnipeg are encouraged to work together and within
their national networks including the Council of the Premiers, the Big City Mayors Caucus and the Federation
of Canadian Municipalities (FCM), to urge the federal government to renew a national infrastructure
strategy that:

a. Permanently transfers to municipalities on an ongoing basis the current $2 billion annual federal Gas Tax
Fund and indexes annual increases to a minimum of the annual rate of inflation and population growth.
(Pg. 26)

b. Transitions over three years the remaining portion of federal gas tax revenues to municipalities using
the existing Gas Tax Agreement framework. At its current level, this would result in an additional $3.2
billion being allocated to Canadian municipalities. In Manitoba, this would provide municipalities with
approximately $100 million annually. (Pg. 26)

c. Continues tri-level government infrastructure funding agreements on an on-going and permanent basis
to address emerging infrastructure needs and shared priority projects. (Pg. 26)

Establish an Implementation Committee

17. Establish an Implementation Committee whose members are jointly appointed by the Government of
Province, the Association of Manitoba Municipalities (AMM) and the City of Winnipeg, and whose terms of
reference would require it to develop, within 12 months of their appointment, a Manitoba Municipal
Infrastructure Funding Agreement (MIFA) that sets out (amongst other things): (Pg. 30)

a. Criteria to be used by municipalities to access new revenue streams that ensures public transparency
and accountability (Pg. 30)

b. A description of the new intergovernmental infrastructure funding relationship taking into account
competitive constraints, transitional periods and financial capacity (Pg. 30)

c. A protocol that ensures annual public reporting, project audits and five-year public reviews of
Manitoba’s infrastructure strategy and progress against a 20-year goal. (Pg. 30)

1
The Capital Region Partnership Act is designed to create a forum for discussion and the development of regional solutions to issues facing capital region
municipalities, including infrastructure development and applies only to the 16 Capital Region municipalities, including Winnipeg.



12

1.0 INTRODUCTION
The challenge of raising the revenues to fund municipal infrastructure projects is nothing new to Manitoba.

Nearly 75 years ago, Winnipeg Mayor F.E. Warriner appeared before the Federal Royal Commission on Dominion
Provincial Relations and described what he called “‘the extremely unsatisfactory financial conditions under which
Winnipeg operates as a municipality, required by provincial statute to maintain certain services and given only
restricted revenues for the purpose of financing said services.” He warned of “the absolute impossibility of the
city being able to continue to function under the existing distribution of responsibilities and revenues.”

Twenty five years later, the 1961 Blake-Goldenberg report on metro financing suggested the 12 municipalities
that made up Greater Winnipeg introduce either a metro gasoline tax or a tax on vehicle registrations as an
alternative to direct government grants for streets and bridges.

By 1974, greater municipal responsibility for infrastructure works pushed the municipal infrastructure deficit
175% higher than the provincial deficit. The Canadian Federation of Mayors responded by proposing a three
point plan that would:

e Reduce the responsibilities of local governments
e Expand transfers from senior governments to the municipalities
e Expand the tax base of local governments

In 2003, then Winnipeg Mayor Glen Murray proposed broadening Winnipeg’s access to an array of revenue
sources not as a revenue grab, but to shift reliance away from realty taxes to growth based taxes.

Regrettably, notwithstanding the efforts of a succession of mayors over the past 75 plus years, not much has
changed relative municipal access to revenue streams. Municipalities are still generally speaking limited to realty
and business taxes, user fees, levies and grants from senior levels of government with little or no access to
growth based taxation.

IFC Mandate

In light of the above and in an effort to advance the infrastructure deficit debate from size and cost to finding
real funding solutions, the Association of Manitoba Municipalities (AMM) President Doug Dobrowolski and
Winnipeg Mayor Sam Katz appointed the Infrastructure Funding Council (IFC).

Its mandate was to develop a series of recommendations that could support a comprehensive funding strategy
to address Manitoba’s growing municipal infrastructure deficit. The IFC was to examine funding options within
the control of municipalities and external options requiring intergovernmental negotiation. The IFC was also
asked to outline a process for implementing the options.

When developing its recommendations, the IFC balanced the importance of funding infrastructure needed to
fuel future economic growth with the need to address the current infrastructure deficit.

Manitoba’s Municipal Infrastructure Deficit
For the purpose of this report, the IFC estimates that at current funding levels, Manitoba’s combined total
municipal infrastructure deficit will grow to $13.4 billion by 2019.
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In Winnipeg, the total deficit is $7.4 billion made up of $3.8 billion? required to repair or replace existing and
aging infrastructure and $3.6 billion® to fund new projects. Municipalities outside Winnipeg have a total deficit
of $6 billion which includes an estimated $4 billion required now and an addition S2 billion by 2019. (For a full
explanation of the deficit, and the underlying problems faced by municipalities, see Appendix ‘C’).

The IFC is hopeful that this report will help all stakeholders grasp the magnitude of the infrastructure challenge
facing Manitoba municipalities and the need to debate the most appropriate options that results in a lasting
solution. We look forward to this debate.

2.0 REQUIREMENTS FOR CHANGE

For the better part of a century, municipalities have been required to take on greater responsibility for the
restoration and upgrade of existing public infrastructure and finance new infrastructure without corresponding
access to revenues. Today, Canada’s municipalities have an estimated infrastructure deficit of $238 billion which
is comprised of (see Appendix ‘C’):

e Existing Infrastructure Deficit refers to the amount required to rehabilitate or replace ‘physically
existing’ infrastructure assets beyond budgeted levels. Examples include repairing a bridge or rebuilding
a road which are unfunded within an existing budget;

o New Infrastructure Deficit refers to investments in new, projected or anticipated infrastructure assets
that do not currently exist or the improvement of existing infrastructure assets, each of which are
unbudgeted. This can involve new assets, such as a building, a new park, and/or enhancement of
existing assets such as expanding an existing roadway to handle additional capacity; and

e Strategic Infrastructure Investments refer to unique and unanticipated investment in assets required in
special case scenarios to platform new economic strategies or opportunities, such as but not limited to,
infrastructure for CentrePort Canada, the Manitoba Theatre Centre (MTC) or the new Winnipeg Football
Stadium.

INFRASTRUCTURE AND THE ECONOMY

It is well established that the condition of Canada’s municipal infrastructure is one of the keys to underpinning,
maintaining and enhancing Canada’s economic productivity and competitiveness in North America and
internationally.*

The World Economic Forum (‘the Forum) puts a high priority on infrastructure when developing a competitive
national global trading strategy. In its 2010-2011 Global Competitiveness Report, the Forum said that developing
and maintaining an extensive and efficient national infrastructure system was one of the top two priorities for
growing a competitive trading economy.

However, after more than 30 years of successfully improving its position relative to its major trading partners,
Canada’s manufacturing productivity began to decline relative to other G8 countries in the early 1980s. The slide

2 Executive Policy Committee, ‘Existing Infrastructure Deficit,” Winnipeg, Manitoba, July 8, 2009.
® Executive Policy Committee, ‘New Strategic Infrastructure Deficit’ Winnipeg, Manitoba, July 8, 2009.

4
Brox, James A. “Infrastructure investment: the foundation of Canadian competitiveness.” IRPP Policy Matters. 9,2(2008): 3-4 and “Trade, innovation,
and prosperity,” Institute for Competitiveness & Prosperity (ICAP), September 2010
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accelerated over the next 10 years, as leading countries in the Organization for Economic Co-operation and
Development (OECD) surpassed Canada.” Some research has linked Canada’s decline to its failure to maintain its
infrastructure.

The link between infrastructure investment and productivity is particularly pronounced when Canada’s
experience over the last 20 years is compared with the United States. The two countries had similar rates of
manufacturing productivity until the early 1990s. However, as infrastructure investment increased in the United
States, American productivity continued to improve relative to Canadian rates. By 2008, Canada had fallen
significantly behind the United States. Economists now believe that poor infrastructure in Canada has produced
transportation delays and reduced national manufacturing productivity rates.

Canadians have enjoyed a consistently high standard of living fueled by strong and sustained economic growth.
As a country of traders, the efficient flow of primary and manufactured goods and services to partners outside
its borders has been a key factor in Canada’s prosperity. This reality not only impacts Canadian trade and tax
policies, but also places an even greater importance on maintaining and upgrading a national network of roads,
railways and ports. Delays caused by traffic congestion or commodity routing significantly impacts Canada’s
ability to do commerce and its reputation as a reliable supplier of goods and services.

In its July 2010 report Public Infrastructure Underinvestment: The Risk to Canada’s Economic Growth,’® the
Residential and Civil Construction Alliance of Ontario predicted that Canada’s continued underinvestment in
infrastructure will slow economic growth, reduce corporate profitability and cost the average Canadian worker
between $9,000 and $51,000 in reduced wages over the course of their career.’

Speaking to the National Infrastructure Summit in January 2011, Canadian Construction Association chair Wayne
Morsky reported that for every $10 billion invested in municipal infrastructure, 115,000 new jobs were created
and Canada’s Gross Domestic Product (GDP) expanded by 1.3%.?

A 2010 study prepared for the Federation of Canadian Municipalities concluded that Canada’s failure to increase
investment in infrastructure would reduce future wage increases by half a percentage point annually, and
reduce annual real net profits by an average of 0.7%.’

While Manitoba’s past has relied heavily on the quality of its infrastructure, so too does its future.

Canada is a trading nation with its economy five times more dependent upon trade than that of the United
States. Manitoba’s is one of Canada’s most export-oriented Provinces with manufacturing exports of
approximately $13 billion annually accounting for roughly 62% of its economy. Trucking, rail, marine,
warehousing, distribution and manufacturing are all dependent upon and support trade and account for roughly
100,000 jobs in Manitoba. And with 64% of the provincial GDP, Winnipeg accounts for the dominant share of
trade-related jobs.

While a large part of Manitoba’s infrastructure system is nearing the end of its natural life, the need to
rehabilitate existing works and build new systems has been compounded by safety concerns and continued

5
Brox, IRP: August 2009 www.irop.org/pm/archive/pmvol9no2.pdf

& Public Infrastructure Underinvestments: The Risk to Canada’s Economic Growth, July 2010
http://www.rccao.com/news/files/RCCAO_Report_JULY2010_LOWRES.pdf

7
http://www.newswire.ca/en/releases/archive/July2010/15/c4517.html

8
Morsky, Wayne 2011 National Infrastructure Summit http://www.cca-acc.com/news/ccanews/WayneNISReginaSpeech2011.pdf

9
Risk Analytica, Public Infrastructure Underinvestment: The Risk of Canada’s Economic Growth, 2010
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economic expansion. The recent catastrophic bridge failures in Quebec and Minneapolis and the bridge shut
down on Highway #1 immediately east of Portage la Prairie, illustrate the real safety risk municipalities face with
aging infrastructure renewal.

A growing Manitoba economy is increasing the pressure on infrastructure that is now servicing populations
beyond what they were intended to do.

In Winnipeg for example, after limited population growth in the 1990s and early 2000s, the city has resumed a
modest to strong population growth of about 1.2% per year. This has had a significant impact on infrastructure
demands both from a residential use as well as an economic needs perspective. Over the past decade,
Winnipeg’s population as increased by 50,000 people and the capital region is expected to grow by more than
200,000 over the next 22 years.

In order to support this kind of economic expansion, Winnipeg must have a plan to support the renewal and
expansion of its infrastructure system that facilitates and supports an efficient economy and economic growth.

How well Canada and Manitoba renew their current infrastructure and finance new construction over the next
10 years will dictate how well they maintain their competitive advantage and grow their economies.

3.0 BRIDGING THE GAP: FEDERAL AND PROVINCIAL INFRASTRUCTURE CONTRIBUTIONS

The recent economic downturn created a focus — and the political will at all levels of government — to increase
infrastructure investments in Canada. The economic stimulus benefits of such investments included:

e Every S1 billion invested in municipal infrastructure created 11,500 new jobs

e Each dollar invested in municipal infrastructure returned roughly 35 cents back to governments in the
form of sales and income taxes

e A S1 net increase in infrastructure investment generated approximately 17 cents in private sector cost
savings.m

e An increase in municipal infrastructure investments of $1 billion in 2008 increased the size of the real
economy by roughly 0.13 percent or $1.3 billion.™

With stimulus funding ending and the federal Building Canada program wrapping up in 2014, the challenge for
municipalities is to continue the momentum. What is clear is that municipalities require ongoing partnership
with the two senior orders of government. As stated by Winnipeg Mayor Sam Katz, “We’re facing a problem
and we need to find a solution at all levels of government. Municipalities cannot do it on their own.”*

Federal and provincial contributions toward infrastructure investments in Manitoba communities have
significantly increased over the last six years and the improvements are observable. The programs have also
leveraged further private sector funding on strategic programs to grow the economy, and improve the efficiency
of international cargo by road, rail and ship. In total, $460 million was provided to key projects that included

1o http://www.statcan.gc.ca/pub/11f0027m/11f0027m2003017-eng.pdf
M £CM data cited from AMM, “The Core Challenges for Municipalities” http://www.amm.mb.ca/documents/TheCoreChallengesforMunicipalities.pdf
12

Agrell, Siri Canada’s big-city mayors are wondering: After the stimulus, what’s next, Globe and Mail, March 17, 2011
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CentrePort Canada Way, Port of Churchill, Hudson Bay Rail Rehabilitation, Emerson Highway 75, and Trans-
Canada Highway and Yellowhead Highway Interchange.”

FEDERAL INITIATIVES

Just seven years ago, federal investment in the country’s infrastructure was $125 million. In fiscal 2010, Ottawa
expected to dedicate $9 billion to municipal infrastructure.’ Beginning in 2005, the federal government
diversified the sources of infrastructure monies with a three-pronged approach including:

e A 10-year Goods and Service Tax (GST) rebate (valued at $7 billion over its lifetime)

e Afive-year Municipal Rural Infrastructure Fund (valued at $1 billion over its lifetime)

e Asharing of Gas Tax revenues (was announced as a five-year, S5 billion program but is now permanently
established at $2 billion annually)

The central piece of the federal initiatives has been the Building Canada Plan. When announced, the seven-year
plan was to distribute $33 billion to municipalities across Canada through 2014. The plan was augmented by a
further $11 billion in 2009 from the Economic Stimulus Fund to help combat the economic impact of the global
recession.

In addition to supporting specific projects through its infrastructure programs, Ottawa has also developed
initiatives that are helping Manitoba municipalities revitalize infrastructure priorities including:

e Afull rebate of all federal GST paid by municipalities. In 2010, this amounted to $22.8 million®
e The sharing of the federal gas tax has grown to $66.9 million/year™®

PROVINCIAL INITIATIVES

The provincial government provided $219 million to Winnipeg and $84 million to municipalities outside of
Winnipeg in fiscal 2010" through a number of programs to fund infrastructure priorities. A large portion of this
funding (in the case of Winnipeg three-quarters) supports ongoing operations and only a portion supports direct
infrastructure renewal.

The central piece of provincial support was the Building Manitoba Fund, a unique income and fuel tax sharing
program that provided municipalities with limited access to provincial tax revenues that grow with the economy.

The 2010 total financing of $158.5 million through the Building Manitoba Fund was equal to 4.15% of provincial
income tax, two cents per litre of provincial gasoline tax, and one cent per litre of provincial diesel fuel tax. The
allocation provided Winnipeg with $103.2 million and municipalities outside of Winnipeg with $55.3 million for
roads, transit, public safety and other municipal infrastructure priorities.

In addition to the above funding, the provincial government provided matching grants to many of the federal
stimulus programs. Municipalities outside Winnipeg received provincial support through the Community Places
Program and the Manitoba Water Services Board which funds land drainage and related investments and offers
valuable expertise and cost savings in the design and implementation of projects.

B3 http://www.canadasgateways.gc.ca/docs/centreport-final.pdf

* Federation of Canadian Municipalities, Municipal Infrastructure: The View from Ottawa, presentation to IFC, July 2010
1 http://www.cra-arc.gc.ca/gncy/gsthstrbmn/2010/mb-eng.html

18 Business Council of Manitoba, Urban Affairs in Manitoba — The Issues, September 2010

v Manitoba Local Government Webpage http://web5.gov.mb.ca/mfas/grants_payments_fund.aspx
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Manitoba is the first Province in Canada to enable municipal access to Tax Increment Financing (TIF), an
innovative financing tool that redirects incremental property tax revenue to support development and
revitalization in municipalities. In jurisdictions outside Canada, TIFs are used as leverage to initiate and finance
infrastructure benefitting the community at large that would otherwise not have been possible. When offered at
both the municipal and provincial level, a TIF can become a significant financing source to enhance public
investment in development.

In its 2011 budget, the Province announced it would provide Manitoba municipalities with revenue equal to a
minimum 1% of the existing Provincial Sales Tax (PST) towards municipal infrastructure and transit. This is a
repackaging of existing programs and effectively adds very little new funding to existing programs. It does,
however, begin to acknowledge the policy imperative for legislatively dedicated, transparent and accountable
funding with which to address the municipal infrastructure deficit.

MUNICIPAL COST SHARING CHALLENGES

Given the magnitude of the infrastructure deficit in Manitoba, cost sharing programs are necessary and
beneficial. In fact, demand by municipalities for access to funding from some programs such as the Municipal
Rural Infrastructure Fund (MRIF) and the Building Canada Fund is typically five times greater than the total pool
of funds available.

The temporary nature and changing criteria of provincial programs also create challenges for larger
municipalities because there is no certainty that a project will qualify for funding or if the program will even be
available when the need is greatest.

In rural Manitoba, smaller municipalities are challenged even more because they are often unable to take
advantage of infrastructure programs designed to respond to major initiatives like water and wastewater
upgrades or regional recreation complexes. To access most of these programs, each order of government is
required to commit one-third of the funding needed for the specific project, and in some cases more. However,
current municipal borrowing guidelines can make it difficult for many rural municipalities to raise the required
capital to participate.

The 197 municipalities outside Winnipeg currently have an unused borrowing capacity of about $600 million.*®
On the surface this appears significant but the available debt capacity™ varies across the Province. One
community has the capacity to access $35 million in unused borrowing capacity; another is currently over-
extended by $5 million.

While borrowing remains a tool to be judiciously used for those municipalities with access to unused debt
capacity, the majority of municipalities outside Winnipeg do not have the financial capacity to address their
infrastructure needs, stay within borrowing limits and access provincial programs to fund these projects.

Municipalities also have access to financing for capital projects through general borrowing or through a local
improvement plan that can be applied to all or part of the municipality. By law, the Manitoba Municipal Board
must approve all borrowing,?® a process which involves additional time and expense to municipalities. Many

18 As provided by Manitoba Local Government.

19 There are two measures for capacity — 7% of total assessment or 20% of total revenues. This is a guideline used by the Municipal Board and it is
consistent with other jurisdictions.

20 The Municipal Board’s primary consideration is the long-term financial sustainability of municipalities. This recognizes the Province’s interest in the long
term financial sustainability of municipalities, as the Province would assume responsibility for those municipalities which are not longer financially viable.



18

municipalities believe that the Municipal Board process has become cumbersome and impedes infrastructure
decisions.

Similarly, municipalities are challenged by the timing and costs of engineering assessments, environmental
impact studies, and other provincial and federal requirements needed for infrastructure projects to be
considered and approved. Currently, all these approvals are requisite for a municipal application to be advanced
for national and provincial funding, resulting in hundreds of thousands of dollars in expenditures with no
guarantee of successful funding.

4.0 PRINCIPLED DECISION MAKING

Principled decision making - including tough choices - requires transparent criteria and their consistent
application. The IFC focuses on options and strategies considered forward thinking and addressed Manitoba’s
competitiveness needs. The IFC submits that this is best accomplished with a mixture of existing and new tax
tools.

Principles of a Good Tax Design
A good tax system must balance various, sometimes competing objectives. The IFC relied upon the following tax
principles to guide its discussions and recommendations:**

e An objective of the tax system should be able to generate sufficient revenue - It should judiciously
raise sufficient revenues to reasonably ensure ability to meet obligations.

o The tax system should be competitive and be perceived to be competitive with other jurisdictions -
Tax competitiveness is an imperative as the national and world economies are increasingly inter-
connected, and businesses and people alike can migrate to jurisdictions that provide better economic
returns.

o The tax system should be equitable and levy taxes in a fair manner. - There are two fairness principles
usually applied:

e Horizontal Equity - persons in similar circumstances should be treated similarly
e Vertical Equity - persons with a greater ability to pay taxes should pay a proportionately greater
amount of taxes (a progressive system).

e A tax system should be efficient - An efficient tax system has minimal impact on decision-making
whether by businesses or individuals.

e A tax system should be transparent - The underlying purpose and principles behind the tax system
should be clearly identified. It should be clear what is being taxed, who is liable, and how their liability is
calculated.

e A tax system should be accountable - The same political entity is responsible both for raising taxation
revenues and accountable for their expenditure (either directly or through funding agreements).

21
Principles were compiled from a variety of sources including those proposed by the Business Council of Manitoba and the Asper School of Business Tax
Commission Report, February 2010.
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e A tax system should minimize administrative and compliance costs for both the government and the
taxpayer - The tax system should be sufficiently simple so that taxpayers understand the rules and
comply with them correctly and in a cost efficient manner.

e A tax system should encourage sustainable development, resource conservation and support
environmental principles including pollution prevention.

5.0 INFRASTRUCTURE FUNDING - TOOLS AND IFC OVERVIEW

Over the past two decades, municipal governments have increasingly taken on more responsibility for financing,
construction, maintaining, rehabilitating and building new infrastructure. Today, as in Canada, more than half of
the infrastructure in Manitoba is the responsibility of the province’s municipalities.

However, while the municipal role has grown, the municipal revenue tools and fiscal environment has become
more constrained. Adding further complication is Manitoba’s geographical size and the varied populations of its
198 municipalities which pose a real challenge when developing a new fiscal model and revenue tools. Nearly
half of Manitoba’s municipalities have fewer than 1,000 residents and some cover land masses larger than entire
countries. As a result, solutions must be as diverse as the territory it affects.

The Canada West Foundation report ‘New Tools for New Times’ warned governments to resist the temptation to
select only one or two revenue tools when looking to fund infrastructure. It suggests that “if innovative
infrastructure finance is to be successful, governments must carefully assess their infrastructure needs, scan the
list of available tools, and then put into play those tools that offer the best solutions for financing, funding and
delivery.”*

The IFC reviewed internal and external revenue options and then utilized the “Principles of a Good Tax Design”
to develop the comparative table in Appendix ‘D’. The comparative assessment of the tax tools below helped
form the basis of our recommendations:

e Frontage Levy — A special purpose tax charged separately from other property taxes. Winnipeg’s Charter
requires Council to state the purpose of the tax. Its calculation is based on the extent to which a
property fronts or abuts a street with water or sewer mains.

e Municipal sales tax — The Business Council of Manitoba recently proposed a special municipal
infrastructure levy equal to adding 1-cent to the PST for a 10 year period. The levy would provide
Manitoba’s municipalities $238 million (and grow) that could only be used for infrastructure priorities
approved by the Province and municipalities. Allocation decisions would be publicly reported.

e Vehicle Registration Fees — These act as a generalized benefit tax because the number of vehicles
relates to the demand for expenditures on roads, emergency services, and policing. These fees would be
above the annual provincial levies applied to all vehicles. A 50% surcharge upon existing fees could
generate $64 million to municipal infrastructure programs across Manitoba.

22
Vander Ploeg, Casey New Tools for New Times: A source book for the finance, funding and delivery of urban infrastructure Canada West Foundation
http://www.canadascities.ca/pdf/2006 CWF New Tools for New Times.pdf
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e User Fees — Pricing municipal services provided to citizens should provide a clear link between benefits
received and fees paid. User fees have been implemented for water and sewer services, public transit,
solid waste collection and disposal as well as public recreation and libraries.

e Smart Debt Financing — Smart debt recognizes that borrowing is a valid form of infrastructure financing
and provides broad parameters on how municipalities should borrow. It recognizes that not all capital
projects are equally well-suited for tax-supported debt financing. Some large projects are difficult to do
on a cash basis. But with additional revenues, a component can be used to pay the borrowing costs
providing municipalities the ability to build larger projects like a bridge, a rapid transit system or a large
building. Smart debt requires municipalities to identify a sustainable borrowing threshold or some
notion of optimal debt relative to future operating budgets and anticipated growth.

e  Public Private Partnerships (P3) — These provide a legal framework between a government and business
partners to design, build, manage, operate and maintain an asset and /or the delivery of services. They
allocate responsibilities and risks amongst the partners proportionate to capacity and ability.
Government remains actively involved throughout the project’s life cycle. The private sector is
responsible for the more commercial functions such as project design, construction, finance and
operations. P3s are increasingly becoming a common financing tool for large infrastructure projects.

e Tax Increment Financing (TIF) — TIFs allow for all or a portion of the incremental municipal revenues
arising from a defined municipal development to support the investment and community benefit rather
than relying on general municipal revenues and its competing priorities. This is usually an option when
the revenues generated by the infrastructure investment can be easily understood and predicted.

e Municipal Property Tax — Property taxes are levied on property owners. The amount paid is calculated
by applying municipal and school mill rates against the portioned uniform assessment of the property. In
Winnipeg, a one per cent increase in property taxes generates an additional $4.3 million of revenue.
When calculating taxes in Manitoba, one mill represents S1 of taxes for every $1,000 of portioned
assessment.

IFC ASSESSMENT OVERVIEW

Frontage Levies, Municipal Sales Tax, Vehicle Registration fees, User Fees

The IFC has assessed that frontage levies, municipal sales tax, vehicle registration fees and user fees respect the
stated tax principles and also clearly link the user to the benefit. They are therefore recommended. There is also
capacity within the existing measures to upwardly adjust revenues in a transitioned manner. If, for example,
frontage levies ($1.00 per front foot), a municipal sales tax and vehicle registration fees were adopted or
expanded further, the total revenue that could be generated over time totals more than $300 million.

Smart Debt, P3’s, Tax Increment Financing (TIFs), Municipal Property Taxes

There is merit in smart debt financing, P3’s, tax increment financing and municipal property taxes. All matched
well against the taxation principles and provide sufficient transparency between the infrastructure user and
benefit received. There are also limitations and without expansion of the existing realty tax base, these
measures were not viewed as favourably as the first group. It is worth noting that each taxation measure has
unique attributes that can be favourable to municipalities under the right circumstances.
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While TIFs are used extensively in the United States to fund infrastructure projects, they are only now emerging
as a viable financing tool in Manitoba. Winnipeg has used TIFs to develop its Exchange District, the Seasons of
Tuxedo Development (IKEA) and the new football stadium. The IFC recommends the use of TIFs.

Municipal Borrowing

Municipalities should continue to borrow to fund infrastructure which spans several generations. While some
might argue that a city free of debt is good public policy, it is not when the infrastructure that supports a
community’s current and future economic success is allowed to deteriorate.

User Fees

The IFC encourages municipalities to ensure that user fees reflect the true cost of the service being provided.
When they fail to do so, there is no incentive to conserve or modify consumption. Subsidized, inexpensive water,
hydro or natural gas encourages overuse and waste. Properly priced services persuade smarter consumption
which slows infrastructure deterioration, extends asset life cycles and delays capital expenditures.

Other Tools

The IFC also reviewed an extensive list of alternative or innovative revenue sources considered in a variety of
sources and reports - see Appendix ‘F’ to ‘H’ inclusive. Many of these are viewed as reasonable secondary
sources of revenue with which to augment an existing and expected municipal share as part of the proposed
solution, but not the primary ones which form the basis of the IFC’s fiscal plan approach.

IFC Preference
The IFC endorses a tax structure which is transparent, serves a defined public purpose(s) and is seen to be
accountable. Furthermore, any solution should:

e Be a toolbox of diversified revenue sources to provide individual municipalities with the flexibility to
address their unique needs

e Not focus simply on increasing current revenue sources as they will result in only small incremental
revenue gains and result in taxpayer fatigue and not address the revenue shortage problem

e Should provide municipalities with access to elastic, growth-based revenue streams inducing a
pronounced municipal focus on decisions to grow the economy with increasing reliance on progressive
tax measures

The IFC recommendations were also tested against their applicability to Manitoba municipalities.

In the balance of the report, the goal was to develop a toolbox that would have considerable potential to benefit
the majority of municipalities by improving efficiencies on one hand and increasing their capacity to access
multiple revenue sources on the other.

6.0 INTERNAL INFRASTRUCTURE FUNDING OPTIONS

Funding options cannot focus solely on access to new revenue streams. There should be a clearly accompanied
focus on improved practices and methodologies which result in visible gained efficiencies. This should be
accompanied by a clear and determined focus by municipalities in their decision making on growing the
economy, without which, talk of revenues is moot.
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To accomplish this, municipalities are encouraged to re-engineer their internal practices, embrace innovation,
welcome regional service delivery models, commit to sustainable development practices, and improve
governance in all its related respects to further enhance transparency and accountability to taxpayers.

In short municipalities should:

vk wnN e

Maximize use of existing municipal infrastructure funding tools

Improve internal infrastructure investment management and planning efficiencies
Adopt sustainable development plans

Pursue regional service delivery efficiencies

Focus decision making on growing the economy

Municipal Financial Tools
The IFC recognizes that there are a limited number of financing options for cities, towns and municipalities to
respond to the current infrastructure situation including:

Retreat — Municipalities withdraw from existing infrastructure projects and support and focus only on
core responsibilities and priorities

Pay-as-you-go Financing — Municipalities put money aside each year within their budget to cover annual
capital programs or road maintenance, sidewalk repairs and the upkeep of facilities

Debt Financing — Municipalities issue bonds, debentures or another debt security

Taxation Funding — Municipalities use property tax and capital grants to fund infrastructure needs

User Pay Funding — Municipalities price services that they provide to consumers

Private Sector Involvement — Enhance collaboration strategies with the private sector related to the

design, construction, delivery and maintenance of infrastructure assets in a manner which fairly
apportions the risk and shares rewards.

IFC RECOMMENDATIONS — Maximize Use of Existing Financial Tools

The IFC recommends that Municipalities:

1. Continue demonstrating financial commitment to the funding of municipal infrastructure, with borrowing
levels consistent with Manitoba Municipal Board Guidelines.

2. Apply the notion of ‘smart debt’ within individual municipal context. This approach means building a
consensus around an appropriate and sustainable level of tax-supported debt over the long-term,
recognizing that borrowing is a legitimate part of any long-term capital financing plan.

3. Consider the application of a special purpose tax (frontage fees) specifically allocated to infrastructure
funding.

4. Review user fee structures and adjust where necessary to ensure that there is a clear link between the fee
being paid and the service being provided and that these fees reflect the true cost of the service provided.
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5. Augment current infrastructure budgets equal to an annual average of the last five years and provide for
annual increases equal to the rate of inflation and population growth, utilizing existing municipal sources of
revenues.

6. Publicly set out a clear detailed strategy for addressing the infrastructure deficit including a time frame for
the effort, measurable benchmarks, periodic reviews and public accountability for results.

The IFC further recommends that the Province of Manitoba assist in facilitating the maximum use of municipal
fiscal tools by taking the following steps:

IFC RECOMMENDATION — Manitoba encouraged to Amend the Municipal Board Act
7. The Government of Manitoba is encouraged to amend the Manitoba Municipal Board Act to:

a. Enable municipalities to borrow without approval of the Municipal Board, as long as they remain within
established borrowing guidelines;

b. More clearly enable Municipalities to borrow outside the guidelines, with Municipal Board review and
approvals, keeping in mind the Province’s interest in the long-term financial sustainability of
municipalities; and

c. Expand definition of Municipal revenues to include Gas Tax Agreement revenues and other like
revenues.

EFFICIENCY GAINS & BEST PRACTICES

Municipal leaders do and should continue their quest towards improved efficiencies in order to provide better
value for the existing tax dollars they collect and invest. Efficiency gains create additional fiscal flexibility and the
opportunity to reinvest these “savings” to further infrastructure programs.

The IFC identified a number of best practices which if implemented may enable some municipalities’ greater
fiscal investment flexibility.

IFC RECOMMENDATIONS —Address Efficiencies, Adopt Best Practices and Reinvest Gains Into Infrastructure

The IFC recommends that municipalities be encouraged to review the manner in which the following practices
could be implemented:

8. Adopt Best Practices by:

a. Implementing the recommendations of the 1998 Strategic Infrastructure Reinvestment Policy Report
(SIRP) which provides a municipal roadmap to align asset management practices and budgeting — see
Appendix ‘E’

b. Phasing in infrastructure asset management processes and systems to better quantify existing and
future infrastructure needs

c. Financing infrastructure projects to properly recognize project life and replacement patterns

d. Justifying construction of all new publicly funded infrastructure projects by providing a cost/benefit
analysis that incorporates sustainability

e. Including incremental maintenance costs and a parallel maintenance budget for new or upgraded
infrastructure

f. Incorporating advanced techniques, improved technologies, better materials and best practices in all
infrastructure programs



24

g. Applying full cost accounting principles to all government services ensuring that the prices for services
reflect the true costs of service(s) provided »

h. Determining the most cost effective options for all capital programs for new or rehabilitated
infrastructure by pursuing life cycle costing analysis

9. Reinvest resulting efficiency gains/financial savings into priority infrastructure projects.

MAKING INFRASTRUCTURE MORE SUSTAINABLE

In Manitoba, municipal development plans are required by legislation (under the Planning Act and The
Sustainable Development Act) to incorporate the principles of sustainable development. Municipalities are
required to balance social, economic and environmental costs and benefits when revitalizing existing
infrastructure and constructing new infrastructure.

Infrastructure development should incorporate sustainable practices and green technologies that reduce the
environmental footprint of municipalities. This balancing of costs and benefits ensures that the needs of today
do not come at the expense of future generations.

IFC RECOMMENDATION—-Adopt Sustainable Development Practices
The IFC recommends that:

10. Municipalities should incorporate ongoing and long term municipal infrastructure planning and investment
strategies into their sustainable development plans to ensure congruency of objectives.

PURSUING REGIONAL INFRASTRUCTURE EFFICIENCIES

The notion of regional collaboration is not new to municipal thinking but its importance should take on a greater
sense of policy priority and urgency. Winnipeg on an increasingly frequent basis now engages in discussions with
capital region neighbors on the delivery of services.

Across Manitoba, the AMM has invested time encouraging municipalities to work regionally. It has supported
this initiative with a “Tools for Change” program in partnership with the Province, aimed at encouraging regional
thinking. **

Key stakeholders recognize the value of regional service delivery. As an example, a 2010 transportation and
infrastructure brief prepared by the Winnipeg Chamber of Commerce pointed out that “a regional approach to
transportation and infrastructure planning (that) will provide a capital region plan that leverages regional
investment and provides more efficient outcomes.”’?

The Manitoba Planning Act®® authorizes boards or councils of two or more planning districts or municipalities
to develop a regional strategy covering the area within their jurisdiction. The purpose of a regional strategy is
to improve and co-ordinate land use and development in the region and promote co-operation between
planning districts and municipalities in the delivery of services and development of infrastructure in the region.

2 See ‘ND Lea, Cost Benefit Analysis for Waverly West, 2004’ provides a good framework around which principles in items 3, 4, 5, 7 and 8 can be
developed.
24 (http://www.amm.mb.ca/res_tools.html)

Winnipeg Chamber of Commerce, Transportation and Infrastructure, October 2010

26 http://web2.gov.mb.ca/laws/statutes/ccsm/p080e.php
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This approach better coordinates and unifies approaches within a geographic area and can provide better tax
value because municipalities can accelerate investment opportunities. It reduces costs by sharing resources
and improving efficiencies through a uniform approach. Municipalities can then tackle larger scale projects by
pooling financial and human resources.

IFC RECOMMENDATION - Pursue Rural Regional Infrastructure Delivery Strategy
The IFC recommends that:

11. Municipalities outside Winnipeg are encouraged to maximize efficiencies and create a regional focus by
delivering infrastructure services in partnership with neighboring municipalities consistent with objectives in
the Planning Act and the Capital Region Partnership Act objectives.

IFC RECOMMENDATION - Develop Winnipeg Capital Region Infrastructure Delivery Strategy

12. The Government of Manitoba and the Winnipeg Capital Region municipalities are encouraged to develop a
Capital Regional Strategy which recognizes the importance of the supply and delivery of regional core and
social infrastructure services in a fiscally and environmentally responsible and sustainable manner by
implementing the recommendations of Transplan 2010 and SIRP Reports and following the principles in the
Planning Act and the Capital Region Partnership Act”’.

7.0 EXTERNAL INFRASTRUCTURE FUNDING OPTIONS

FEDERAL AND PROVINCIAL GOVERNMENT ROLES

It is well established that that the condition of Canada’s municipal infrastructure is one of the keys to
underpinning, maintaining and enhancing Canada’s economic productivity and competitiveness in North
America and internationally. Municipalities host much of Canada’s economic engines.

It is therefore clearly in the national and provincial interests for the federal and provincial governments to
institute permanent and sustainable programs in partnerships involving the municipalities with which to address
reinvestment in Canada’s municipal infrastructure.

In such a tri-level partnership, municipalities should at the outset be involved in federal-provincial funding
decisions impacting local municipal infrastructure. The IFC supports bi-level and tri-level agreements that
include defined roles and responsibilities for each partner.

While this report focuses primarily on the ability by municipalities — alone and with the assistance of the
Province — to generate the revenues needed to fund their infrastructure deficits, the IFC submits that there is a
necessary place and role for further federal funding on a national basis and in partnership with the other two
levels of government.

Public opinion research shows that Canadians understand that the condition of the country’s infrastructure can
impact its competitiveness, growth and the standard of living that its citizens enjoy. In fact, most Canadians

27
The Capital Region Partnership Act is designed to create a forum for discussion and the development of regional solutions to issues facing capital region
municipalities, including infrastructure development and applies only to the 16 Capital Region municipalities, including Winnipeg.
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believe Ottawa should be part of the infrastructure deficit solution, and want this to be a federal priority over
the next 10 years. Research shows: *®

e Most Canadians believe that Canada’s infrastructure investment is falling behind other countries and
that this will threaten their personal prosperity in the future

e (Canadians believe that two areas should be protected from federal spending cuts — health care and
municipal infrastructure

e Canadians believe that improving local infrastructure (57%) would have a greater impact on their quality
of life than tax cuts (45%)

e Two thirds of Canadians would support an increase in the GST if it were dedicated to local infrastructure

e (Canadians believe that the country’s aging infrastructure is as big a national issue as the federal deficit

As the state of the country’s infrastructure represents a key barometer of the country’s economic strength,
Canadians want a strong federal government that provides leadership and direction.

IFC RECOMMENDATION- Pursue Sustained Federal Municipal Infrastructure Funding
The IFC recommends the following:

13. The Government of Manitoba, the Association of Manitoba Municipalities (AMM) and City of Winnipeg are
encouraged to work together and within their national networks including the Council of the Premiers, the
Big City Mayors Caucus and the Federation of Canadian Municipalities (FCM), to urge the federal
government to renew a national infrastructure strategy that:

a. Permanently transfers to municipalities on an ongoing basis the current $2 billion annual federal Gas Tax
Fund and indexes annual increases to a minimum of the annual rate of inflation and population growth.

b. Transitions over three years the remaining portion of federal gas tax revenues to municipalities using
the existing Gas Tax Agreement framework. At its current level, this would result in an additional $3.2
billion being allocated to Canadian municipalities. In Manitoba, this would provide municipalities with
approximately $100 million annually.

c. Continues tri-level government infrastructure funding agreements on an on-going and permanent basis
to address emerging infrastructure needs and shared priority projects.

As is the case with the federal Gas Tax Agreement® the IFC submits that federal funds should be dispersed
primarily on a per capita basis without ignoring larger strategic needs. Accountability should be ensured through
annual municipal reporting on how the funds invested and what outcomes were achieved. These programs
should be subject to periodic arms length “value-for-dollar” reviews.

Provincial Government’s Role
If municipalities are to be empowered to address their infrastructure needs then the current revenue streams
provided by existing provincial legislation respectfully are inadequate.

For example, if municipalities were to use property taxes to raise the funds needed to address their
infrastructure deficits, municipal property tax bills in Manitoba would likely need to triple.

28
The Strategic Counsel survey of 2,168 Canadians proportional to the adult population in all regions completed in January 2010 and reported in Cities,
Communities and the Federal Budget Deficit, http://www.fcm.ca//CMFiles/SurveyReportJan192010EMBARGOED1JBG-1202010-2986.pdf

29
The AMM cited the Gas Tax Agreement program administration is well accepted and embraced by Manitoba’s municipalities.
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In identifying pools of revenue that could help municipalities address their infrastructure deficits, the IFC
recognized a number of challenges including:

e The political and economic ramifications of major changes to the tax system
e The complexity of transitioning existing revenue levies from one jurisdiction to another
e The challenges of introducing new taxes

To bridge these challenges, the IFC submits that any new revenue streams be transparent, accountable to the
public and dedicated by legislation only to municipal infrastructure investment. They should also be transitioned
and done so only after broad public consultation or public referendum led by municipal and provincial leaders.

Allocate Consumption Taxes to Municipalities

Taxes based upon growth and consumption, such as corporate and personal income, sales and the goods and
services taxes, are progressive. They are a more equitable way to achieve the vertical and horizontal fairness
objectives in a properly structured tax system. They provide access to the benefits of economic growth and
encourage a focus on growing the economy.

An over-reliance on grants and transfers has left municipalities struggling to meet the growing infrastructure
demand. Transfers also do not provide the transparency taxpayers need to hold their municipalities
accountable.

In Manitoba, the current PST raises roughly $238 million for each point of tax. Since being introduced in 1991,
the federal GST it has been reduced twice leaving room for either the Provinces, or by agreement, the
municipalities to access this tax space.

In its February 2011 budget submission to the provincial finance minister, the Business Council of Manitoba
called for a 1% sales tax to fund infrastructure construction for a period of 10 years. The Council said this new
support should be incremental to existing infrastructure funding that municipalities receive. The Business
Council undertook to support the change should a Province-wide referendum be required.

Last year, the Winnipeg Chamber of Commerce recommended a fiscal realignment that included “some
consumption tax room to allow for the establishment of a city sales tax. The City sales tax should be dedicated
to fund certain elements of the infrastructure strategy.”*

Public opinion research suggests that infrastructure is a major priority for nine-in-ten Manitobans ! and that
more than half (54% of Manitobans and 51% of Winnipeggers) would support a 1% Municipal Infrastructure Levy
(MIL) that was dedicated to infrastructure renewal projects. An MIL collected in the same manner as the PST
must be approved in legislation by the Province, as municipalities do not have the authority into introduce this
type of tax.

IFC RECOMMENDATION - Allocate Consumption Taxes to Municipalities Dedicated to Infrastructure
The IFC recommends that the Government of Manitoba address the following:

14. Apart from the re-allocation of provincial funding sources announced in the 2011 budget, and subject to any
required public approval including a referendum if necessary, allocate the equivalent of an additional 1% of

30
Transportation and Infrastructure Brief, Winnipeg Chamber of Commerce, October 2010

31
Association of Manitoba Municipalities survey, 2008 http://velocitybranding.com/mhca/images/reportsarticles_pdf/probereportinfrastructure.pdf
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the Provincial Sales Tax (PST) and explicitly dedicate through legislation, revenues associated with all such
allocations to core and social municipal infrastructure.

This additional revenue could be generated through any of the following approaches:
e A new and separate Municipal Infrastructure Levy (MIL)
e QOver and above the 2011 budget re-allocation, from within the existing PST framework
e By adding 1% to the PST

If a referendum is required, the municipalities and the Province should jointly participate and support any
public education campaign.

Vacate Property Education Tax

Education falls under provincial jurisdiction but Manitoba’s municipalities collect $669 million in net property tax
on its behalf each year (see Figure 1). This structure does not provide the transparency to taxpayers in that there
is no link between what is being taxed and who is accountable for its expenditure.

Figure 1: Total Net Education Property Tax

2009 Budget, Dollars in Millions FRAME Rest of
Report City of Manitoba
All MB Winnipeg Municipalities
Provincial Education Support Levy $127 $76 $51
School Division Property Tax $703 $399 $305
Total Gross Education Property $830 $474 $356
Tax
57% 43%
Minus Provincial Education Tax
Credit $161 $108 $53
Total Net Education Property $669 $367 $303
Tax
55% 45%
2009 Budget, $ in millions
Total Net Revenue from Education
Property Tax $669 $367 $303
Current Municipal Property Tax $715 $429 $287
Revenues
Total Funding from Property
Taxes on Net Basis $1,385 $795 $590

Sources: Manitoba Education, the Financial Reporting and Accounting in Manitoba Education (FRAME Report)
http://www.edu.gov.mb.ca/k12/finance/frame report/index.html and the City of Winnipeg’s 2009 Annual Financial Report

Currently a number of Provinces — Prince Edward Island, New Brunswick and Newfoundland — have eliminated
education tax from municipalities’ residential property tax>> . Saskatchewan has also been reducing its education
portion on the municipal property tax bill year annually.

32 Edmonton Property Tax and Utility Charges survey, produced by the City of Edmonton
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The Manitoba government announced in 2007 that it was committed to increasing provincial funding to 80 per
cent of total public schools education expenditures.® The IFC wants to clearly distinguish the difference
between the adjusted total cost of public education which would include capital and other pension related costs
and the net operations budget as mentioned above.*

The IFC submits by increasing provincial funding to 80% of the net education operations budget (FRAME
operating budget) over a staged multi-year period; Manitoba municipalities can access that tax room over time
until it reaches approximately $300 million annually. Legislation should require municipalities to dedicate the
new funding to municipal infrastructure programs. This calculation assumes that school divisions have a 20%
reliance on property taxes. The recommendation also assumes the Province will identify just over $300 million
from another revenue source to fund school divisions. Whether the Education Property Tax Credit is affected by
this recommendation is a matter for the provincial government.

IFC RECOMMENDATION - Vacate Property Education Tax Room Dedicated to Infrastructure
The IFC recommends that the Government of Manitoba:

15. Increase provincial education funding to 80% of net operations (as defined in the FRAME Report) in a staged
manner over a three year period while phasing out approximately $300 million from the current realty
education levy. Then, through legislation enable municipalities to backfill the tax space vacated by the
current education levy with a municipal levy dedicated by legislation for application to municipal
infrastructure investment.

IFC RECOMMENDATION - Create an Equity Reserve Account for Smaller Municipalities
The IFC recommends that the Government of Manitoba, as part of the revenue stream allocation, enshrine the
following principle:

16. Create an ‘equity reserve account’ from 5% of the funds raised annually from the new MIL (or its equivalent)
and establish access criteria for smaller rural municipalities for the purposes of enabling their participation
in locally, regionally or multi-partied prioritized infrastructure programs.

IFC Approach — A summary
In summary then, the IFC proposes a three-pronged approach to generate the revenue platform needed to
address the infrastructure deficit. This staged approach co-ordinates change at several levels.

1. Municipalities make the required internal changes noted earlier. These changes range from
maximizing own source revenues, introducing organizational changes, adjusting current service
delivery models, and implementing related best practices.

2. Province allocates an additional one per cent of existing PST revenues or adds an additional point to
the PST along with vacating the education property tax as hereinafter provided over a three year
period (the specifics of such an arrangement would be the subject of discussion and agreement
between Manitoba and the municipalities). These two new revenue streams could be the
foundation for a new fiscal strategy dedicated to addressing the $1.3 billion annual infrastructure
need.

33 Province of Manitoba news release, Budget 2007 Highlights, http://news.gov.mb.ca/news/index.html?archive=2007-4-01&item=1417
34
http://www.edu.gov.mb.ca/k12/finance/frame_report/2009-10 frame budget.pdf page 42
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3. A partnership between Manitoba and its municipalities to jointly pursue a national strategy that
would provide sustained federal funding of Canada’s municipal infrastructure.

IMPLEMENTING EXTERNAL FUNDING OPTIONS

In order to build public support for new revenue sources, the IFC submits there is a need for an implementation
plan that provides the transparency and accountability that taxpayers will demand in return for new revenues.
The IFC offers the following implementation framework as a starting point to build public confidence.

IFC RECOMMENDATION - Establish an Implementation Committee
The IFC recommends that the Government of Manitoba, AMM and the City of Winnipeg commit to the
following:

17. Establish an Implementation Committee whose members are jointly appointed by the Government of
Manitoba, the Association of Manitoba Municipalities (AMM) and the City of Winnipeg, and whose terms of
reference would require it to develop, within 12 months of its appointment, a Manitoba Municipal
Infrastructure Funding Agreement (MIFA) that sets out:

a. Criteria to be used by municipalities to access new revenue streams that ensures public transparency
and accountability

b. A description of the new intergovernmental infrastructure funding relationship taking into account
competitive constraints, transitional periods and financial capacity

c. A protocol that ensures annual public reporting, project audits and five-year public reviews of
Manitoba’s infrastructure strategy and progress against the 20-year goal.

IMPACT OF A FINANCIAL PLAN - FINANCIAL MODELING

The magnitude of the challenge, which demonstrates the imperative of sustained decisions, discipline and
intergovernmental collaboration, is reflected in the 2011-2030 Financial Plan and Financial Modeling (See

Appendix 1".) IFC Recommended New Infrastructure Funding

. Reduces the Infrastructure Deficit over the Long Term
AS Stated’ the tOtaI munici pal B City of Winnipeg Infrastructure Deficit Growth

infrastructure deficit in Manitoba is se.000 ™ I°C Recommended New nfrastructure Funding
projected to reach 513_4 billion %% B city of Wpg Capital Budget Annual Amount
within 10 years at current funding
levels. The amount of additional
budget to address the deficits
hovers in the vicinity of $1.3 billion
annually.

$5,500

$5,000

$4,500

$4,000
$3,500 -

$3,000 -

in millions $

The IFC Financial Model assumes $2,500 1

that effective 2012 municipalities
begin the renewal with annual
increases to their infrastructure
budgets from existing revenue $500
sources, tied to the rate of inflation $o

. . 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
and population growth increases. Year .

$2,000 -
$1,500
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The additional revenues contemplated from vacated education tax room; an additional point under the existing,
or new PST or new MIL; and federal contribution, are assumed to be transitioned in commencing 2014 — see ‘IFC
Recommended New Funding’ chart below.

To help better understand the impact of a sustained 20-year effort, the IFC has prepared a financial model based
on the recommendations in this report,

It is offered as a tool for Manitobans to use and help understand the long-term impact of any plan that is

ultimately put in place. The measures may change as might the timeframe for achieving different municipal
goals, and the model can be adjusted to reflect these decisions needed in the development of a plan.

IFC Recommended New Funding available to address $13.4 Billion of Infrastructure Deficit

in $ millions 5 Year 5 Year
For City of Winnipeg 2011 2012 2013 2014 2015 2016 2017 2018 subtotal 2019 2020 2021 2022 2023 subtotal
Vacated Education Property Taxes - - - 63 129 197 201 205 796 210 214 218 222 227 1,091
Additional Federal Fuel Tax - = - 11 43 65 65 66 249 66 67 68 69 69 339
Municipal Infrastructure Levy = = = 135 141 146 152 158 732 164 171 178 185 192 891
Municipal Additional Funding - 12 24 37 50 64 78 92 357 107 122 138 154 170 690
Wpg Sub-Total - 12 24 246 362 472 496 521 2,134 547 574 601 630 659 3,011
Remaining Municipalities 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Vacated Education Property Taxes - - - 49 100 154 157 160 621 163 167 170 173 177 850
Additional Federal Fuel Tax - - - 7 27 41 41 41 156 42 42 43 43 43 213
Municipal Infrastructure Levy = = = 123 128 133 138 143 664 149 155 161 168 175 808
Municipal Additional Funding - 6 12 19 25 32 39 46 178 53 61 69 77 85 345
Remaining Municipalities Sub-Total - 6 12 197 280 359 375 391 1,620 408 425 443 461 480 2,216
Total Province wide 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Vacated Education Property Taxes - - - 112 229 351 358 366 1,417 373 380 388 396 404 1,940
Additional Federal Fuel Tax - - - 17 69 105 106 107 405 108 109 110 112 113 552
Municipal Infrastructure Levy - = - 258 268 279 290 302 1,396 314 326 339 353 367 1,699
Municipal Additional Funding - 18 37 56 75 96 116 138 535 160 183 206 231 255 1,035
Province Wide Sub-Total - 18 37 443 642 831 871 912 3,754 955 999 1,044 1,091 1,139 5,227

The ‘IFC Recommended New Funding’ chart summarizes the results of financial modeling based upon IFC’s
recommendations. It illustrates the impact of new revenue sources over time for Manitoba municipalities.

Initially, new funding to municipalities IFC Revenue Sharing Summary Plan
starts small but builds through annual to address $13.4 Billion Infrastructure Deficit
growth and the compound affect of time. (in millions of dollars) By 2023 % of total

revenues
As shown to the table to the right, the IFC Vacated EQucation Property Tax $404 35% |Provincial
. . Additional Federal Gas Tax $113 10% [Federal
is urging all levels of government to 1% Municipal Infrastructure Levy $367 32% [MIL

participate in  providing additional Additional Municipal Revenue

revenues to help fund municipal equal to inflation plus growth $255 22%  [Municipal

infrastructure. By 2023, $1.139 billion of Total Additional Revenue $1,139

new funding would be available:

e 5404 million by the Provincial Government by reducing education property tax and funding school
divisions directly from their general revenues;

e $113 million from the Federal Government by transferring all of its Fuel tax it currently collects to
municipalities;
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e 5367 million from a province wide new 1% sales tax called the Municipal Infrastructure Levy; and

e S$255 million from municipalities to increase their base capital budget by the rate of inflation plus
population growth using their current revenue tools such as property tax, frontage levies, and user fees.

Although the revenues generated by the new measures appear to be significant, the IFC submits the response is

proportional to the scale of the problem.

To illustrate this point, Winnipeg’s share of
the new revenues (shown in red) has been
added to the city’s current capital budget
plan and compared with current capital
budgets of other Canadian cities. The
result is that the total funding level only
increases slightly above the existing
average large Canadian city.

The above financial modeling also
assumed cash funding of infrastructure
projects. With this kind of new
infrastructure revenue there is also the
alternative of using Smart Debt which
could also be used to fund large inter-
generational projects such as a large
bridge project, an additional leg of rapid
transit and other projects.

$ per capita

$1,800
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Average of 7 other cities: $1,078

$1,068

$823

$812
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A portion of the new revenues would need to be dedicated to the Smart Debt in order to make the 30 years of
annual financing payments. For example, $75 million of annual cash payments for 30 years could leverage $1
billion of construction projects immediately. In addition, the Smart Debt approach should be in sync with the

municipality's overall debt strategy.

As noted by the year 2023, or 12 years out, the additional revenues total $1.139 billion — see ‘IFC Revenue
Sharing Summary Pan’ chart. The cumulative impact is that Winnipeg’s infrastructure deficit is reduced from its
projected $7.4 billion to $4.6 billion, and for municipalities outside Winnipeg, from its projected $6 billion to

$3.6 billion.

By 2030, at the end of the 20 year plan, those deficits drop further to $2.3 billion and $2.4 billion respectively.

(See chart at Appendix ‘J.)

With this report and recommendations the IFC is urging Manitobans and governments alike that it is time to put
a stake in the sand and start to address the infrastructure deficit by making the necessary decisions, creating a
plan and implementing it. Success will flow from this decision — with the required patience, discipline, and

commitment to the purpose.
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9.0 CONCLUSION

Manitoba can begin to address its infrastructure investment deficit in a balanced, disciplined and lasting way.
How and over what time frame we achieve this goal is up to Manitobans.

The IFC hopes that New Relationships: A New Order: A balanced approach to funding municipal infrastructure in
Manitoba ignites a vigorous public debate in this Province about the best approach and mix of revenue tools to
address Manitoba’s infrastructure deficit.

One thing is for certain: the need for this debate is now. Our infrastructure network is the lifeblood of our
economy. It affects our productivity, economic growth, prosperity and our standard of living. Failure to address
this issue not only limits the ability of our municipalities to serve a growing population but also creates safety
issues to those using our aging infrastructure.

The challenge before municipalities in Manitoba — and the challenge for municipalities throughout Canada — is
developing a revenue framework that addressing the immediate infrastructure need without compromising
efforts to grow the economy with new works.

This is a problem born in the past but it must be addressed in the present and the future. We must summon the
courage to make the necessary decisions to create a visionary plan and then have the patience and discipline to
implement it.

In this report, the IFC identifies a number of revenue tools for public consideration. Together we must develop a
plan that uses our tax structure to create a virtuous circle where municipalities are rewarded for focusing on
economic growth and making spending decisions that invest in creating prosperity in order to better position
them for the future. Part of the solution, the IFC submits, is to provide municipalities’ access to growth taxes.

The IFC submits that Manitobans understand the need to take action on the Province’s infrastructure and are
prepared, under the right conditions, to financially support it. Public opinion research shows:*

®  94% of Manitobans see infrastructure as a high priority
e 54% of Manitobans, including 51% of Winnipeggers, support an additional 1% municipal tax dedicated to
infrastructure renewal projects

The recent experience of senior levels of government demonstrates the value of this change. Over the last five
years, provincial and federal governments have improved their tax competitiveness and reduced tax rates, while
increasing infrastructure investing. They have been able to do this because revenue-associated growth taxes
have continued to grow with the economy.

By shifting the municipal emphasis from generating revenue to generating wealth, the IFC submits that senior
levels of governments should be more inclined to provide municipalities access to the dedicated revenues
needed to fund Canada’s infrastructure deficit.

More importantly this paradigm shift will create a simple yet necessary focus upon growing the economy at the
municipal, provincial and national levels of government.

35
Probe Research Inc., Manitoba-wide survey of 1,000 Manitobans between September 15, 2008 and October 6, 2008
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Ultimately, the report’s recommendations and our collective success in addressing our provincial and national
municipal infrastructure deficits are dependent upon broad public consultation, its understanding and support,
and intergovernmental collaboration.

We anticipate and look forward to an ensuing vigorous political, public, stakeholder and media debate.

If acceptable to Manitobans, the options outlined in this report could support a comprehensive infrastructure
funding strategy. They include measures that municipalities can unilaterally adopt and others that require
intergovernmental negotiations. The final solution could also serve as a model for the rest of the country.

Our experience of the last five years demonstrates what can be accomplished when all three levels of
government apply their collective attention and investment in Canada’s infrastructure. However, moving
forward, the IFC submits a long term plan must provide the transparency and accountability that taxpayers will
demand and are entitled to receive in return for new revenues.

We must act. By starting now, we can begin the healing process that will make our economy stronger in the
future and ease an unfair burden on future generations.

This report marks a first step. We encourage Manitobans to embrace the challenge of addressing our collective
infrastructure deficit and join the debate.

Our collective will should focus to achieve the goal reflected in the title of this report — ‘New Relationships: A
New Order — A balanced approach to funding municipal infrastructure in Manitoba.’

Respectfully submitted,
Infrastructure Funding Council (IFC)

Chris Lorenc, B.A., LL.B.,
IFC Chair

IFC Members:

Ron Bell

Councillor Jeff Browaty

Jill Vogan, B.A., (Hons) and M.N.R.M.
Cory Young
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APPENDIX ‘A’

REPORT BENCHMARKS

The IFC was guided by a series of objectives, definitions and principles, which from our perspective promote
sound direction and should support public policy associated with infrastructure investment strategies and
supporting taxation. Each is provided below.

REPORT OBIJECTIVES

The report’s objectives are to provide or convey:
e A statement and definition of the problem and provide recommendations in a clear, connective
manner
e Approaches which are ‘Made in Manitoba for Manitobans’ but are exportable to the national level

e Recommendations which are not dependent upon federal participation for their initial
implementation, although federal participation is absolutely contemplated and anticipated

e Recommendations which address the necessities of re-organization, fiscal choices and economic
growth

e Concepts which are viewed as reasonable from the perspectives of broad public and private
stakeholders

e The risk of inaction and the benefit of infrastructure investment

e Internal infrastructure funding options within the control of the municipalities, along with
recommendations for external infrastructure funding options requiring intergovernmental
negotiation and/or approval

e C(Clear direction related to implementation, including identifying parties and time frames to facilitate
implementation.

DEFINITIONS
The IFC adopted a number of key words and phrases it chose to use in the municipal context with specific
meaning throughout the report. They are as follows:

e Core Infrastructure means roads (regional, collector, local, lane and sidewalk), bridges & culverts, public
transit, active transportation, riverbanks, flood protection, water and sewage facilities, land drainage and

solid waste facilities.

e Social Infrastructure means parks and buildings including police, fire paramedic, libraries, pools, arenas,
community centers and administration buildings.

® Infrastructure Assets refer to both core and social infrastructure.
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Existing Infrastructure Deficit refers to the amount required to rehabilitate or replace ‘physically existing’
infrastructure assets beyond budgeted levels. Examples include repairing a bridge or rebuilding a road which
are unfunded within an existing budget.

o New Infrastructure Deficit refers to investments in new, projected or anticipated infrastructure assets
that do not currently exist or the improvement of existing infrastructure assets, each of which are
unbudgeted. This can involve new assets, such as a building, a new park, and/or enhancement of
existing assets such as expanding an existing roadway to handle additional capacity.

e Strategic Infrastructure Investments refer to unique and unanticipated investment in assets required in
special case scenarios to platform new economic strategies or opportunities, such as but not limited to,
infrastructure for CentrePort Canada, the Manitoba Theatre Centre (MTC) or the new Winnipeg Football
Stadium.

e Total Infrastructure Deficit refers to the unfunded capital investment required to meet existing and new
infrastructure requirements.
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APPENDIX ‘B’

SUBMISSION AND REPORT REVIEWS

During the course of its work, the IFC received submissions and engaged in consultative sessions with a number
of organizations and individuals in the public and private sectors.

Submissions were received from the following:

e Business Council of Manitoba

e City of Thompson

e Centre for Applied Research in Sustainable Infrastructure
Red River College

Canadian Union of Public Employees Local 500
Economic Development Winnipeg

Frontier Centre for Public Policy

International Institute for Sustainable Development
Manitoba Home Builders Association

Manitoba Public Utilities Board

Manitoba Trucking Association

Urban Development Institute Manitoba Division

e  Winnipeg Chamber of Commerce

Presentations were made to the IFC by the Federation of Canadian Municipalities (FCM) and Manitoba Local
Government, and there were ongoing discussions with numerous other stakeholders.

The IFC also reviewed a number of published reports from across Canada which help define and context the
infrastructure challenges faced by Canadian municipalities. They also propose a variety of solutions to address
them. They are referenced throughout and listed at the back of the report.



38

APPENDIX ‘/C

8.0 INFRASTRUCTURE DEFICIT — HISTORICAL PERSPECTIVE AND CONTEXT

One only needs to look around communities Figure 1
throughout Manitoba to understand the extent Infrastructure Capital by Jurisdiction, 1955-2007
of the provincial infrastructure deficit. 0
Manitobans drive on pothole-ridden crumbling Provincial -
roads, cycle over aged bridges, visit drafty 50—
libraries, deal with boil water orders, and bring
our children to shabby recreational facilities. El 07 Local .-~
% 30 _,,—"‘"_)JV
The same is true in municipalities throughout R
Canada. The total stock of government-owned & 20-]
highways, roads, bridges, airports, railways, Federal
docks, canals, water supply systems as well as 107
waste and sewage  disposal  systems, o_4
communication, cultural and outdoor bl e Bl e Bl el Sl v =Sl A= a i ol
. . . [ = e = e i~ N - o N N = N = N o o N> = = W= = Mo W= W< e e W llelelel
recreational facilities is known as public oo e A ﬁy;: T o oA A s
Brox 2008

infrastructure capital. Much of this capital was
built in the 1950s, 1960s and 1970s. With a
lifespan of 40 to 50 years, a large portion of our existing infrastructure is now in need of immediate
rehabilitation or replacement.*®

During the past several decades, municipalities have taken on additional infrastructure responsibility as
provincial and federal governments have withdrawn their support.*’

In more recent years, municipalities have also contributed to the problem by expanding the scope of
infrastructure that they support in response to local priorities and public pressure. Carl Sonnen of the
Federation of Canadian Municipalities notes new environmental and sustainability regulations instituted by
senior levels of government have added to the burden often without accompanying financial assistance.®®
Canadian municipalities now build, own and maintain over 50% of the infrastructure that sustains the Canadian
economy and drives growth.

In Manitoba, municipalities are frequently asked by Regional Health Authorities (RHAs) to contribute 10% to
health capital projects. All municipalities in Manitoba are also being pressured to contribute to provincial
highway renewal projects when they are within city or town boundaries and support lower volume provincial
roads that are of a local priority.

*1p Bank, Mind the Gap, 2004. http://www.pppcouncil.ca/pdf/mindthegap.pdf

37 Brox, James A. “Infrastructure investment: the foundation of Canadian competitiveness.” IRPP Policy Matters. 9,2(2008)
38 Sonnen Carl, Municipal Infrastructure: Macroeconomic impacts of spending and level of government financing May 31, 2008
http://www.fcm.ca/english/View.asp?mp=13688&x=998
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Manitoba has recently improved its
environmental operating standards for

- Cumulative growth in the proportion of infrastructure Local Governments
wastewater facilities and made managed by the local sector has clearly outpaced
compliance with these new regulations a that of its federal and provincial counterparts.
condition of receiving an operating
license. This change requires Winnipeg to
upgrade its wastewater treatment
facilities at a cost of between $1.2 billion
and $1.8 billion.*® To date, the Province
and federal governments have each
committed $25 million towards the
upgrade costs and the Province has
proposed an additional contribution of
$235 million. The result, even if
unintentional, has been that senior
government regulatory change has been introduced without corresponding financial support or recognition of
the cost implications on municipalities. The pressures associated with municipalities’ ability to fund existing or
new infrastructure needs has reached a near crisis point.

Provincial Governments

Federal Government

For decades, municipalities across Canada have asked for additional sources of revenue to complete
infrastructure work. In Manitoba, these efforts have been restricted by provincial legislation that spells out the
various revenue sources available to municipalities.

In its 2006 report Building Prosperity from the Winnipeg’s Taxation Pie
Ground Up: Restoring Municipal Fiscal Balance the (Before and After Transfers)
Federation of Canadian Municipalities found that Total estimated taxes Total estimated taxes

paid by Winnipeggers

of all of the tax revenues collected in Canada, only palﬁ :Jy \;’T‘Infnlpeggers tﬂt and adjusted for
8% goes to municipal governments. The remaining each level or governmen intergovernmental transfers
92% is shared between the federal and provincial 2000 (who receives the funding)
governments. Using 2007 taxation information, $8.2 Billion $962°;::i°n
the Canada West Foundation calculated Frovincial
o , Gov'tiSchool
Winnipeg’s share of all revenues collected was Federal  Divisions
5.6%* and a similar municipal study of tax Provincial 0 Gov't
. . . . . Gov'tiSchool| 21.4%
allocation in Winnipeg in 2008 found that, even Divisions F;“fa'
. . ov't
after intergovernmental transfers, the city only
received 8 cents out of every dollar paid in taxes City Gov't Tty Gov't
by Winni peggers. Source: Revenus Canada Agency and annual financial reports of the govemments of Canads, Manitoba, and Winnipeg

QUANTIFYING THE INFRASTRUCTURE DEFICIT

For decades various groups and governments have tried to assess the extent of the infrastructure deficit. In each
case, studies have made assumptions and interpretations that have influenced the results. The purpose of this
report is not to critique these cost estimates or pin an exact number to the problem. Instead the IFC has tried to
estimate an order of magnitude and determine the need for action. The most commonly accepted estimate for

39
Chartier, IFC Backgrounder, July 2010

40
Vander Ploeg, Casey Canada West Foundation Problematic Property Tax: Why the property tax fails to measure up and what to do about it,
http://www.utoronto.ca/mcis/imfg/pdf/Problematic%20Property%20Tax%20(Vander%20Ploeg).pdf
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Canada’s infrastructure deficit is $238 billion.**

In 2009, Winnipeg’s infrastructure deficit was comprised of two components totaling an estimated $7.4
billion.**(Figure 2).

e The existing infrastructure deficit — the current system of roads, bridges, water supply systems, waster
and sewage systems and municipal buildings that are nearing or at the end of their useful life cycle and
in need of immediate repair was projected at $3.8 billion®®

e The new infrastructure deficit — strategic projects needed to fuel growth in the future or satisfy
expanding population demand — was projected at $3.6 billion over the next 10 years.”

Accepting this analysis, the IFC estimates Winnipeg’s annual infrastructure shortfall to be about $740 million
within the context of the existing projected budgets.

Figure 2: Winnipeg Total Infrastructure Deficit

Total Infrastructure Deficit: $7.4 B

Existing Infrastructure - $3.8 B New Strategic Infrastructure - $3.6 B

Capital Operating Total Capital Operating Total

Bridges 5200 515 5215 Bridges 5200 T4 5204

Roads - Regional 5925 310 $935 Roads - Regional 51,624 30 51,524

Roads - Local & Lanes 5758 $32 7aa Roads - Local & Lanes 0 30 50

Active Transportation 30 F0 50 Active Transportation F93 51 504

Transit 575 525 5100 Transit 51,147 581 51,238

Parks 5284 5125 5408 Parks F1687 526 5193

Riverbanks 5100 50 3100 Riverbanks 0 50 50

Flood Protection $130 50 $1320 Flood Protection 0 50 50
Buildings Buildings

- Police £120 50 $120 - Police 515 50 515

- Fire Paramedic $23 50 523 - Fire Paramedic 53 $15 $18

- Libraries %19 50 219 - Libranes =8 50 %8

- Pools, Arenas, Parks, Rec. 277 %0 $277 - Pools, Arenas, Parks, Rec. 5142 %0 £142

- Parkades (3 city owned) 30 50 50 - Parkades (3 city owned) 20 50 50

- Administrative Bldgs 572 $0 572 - Administrative Bldgs %15 50 $15

Tax Supported Sub-Total $2,981 207 $3,188 Tax Supported Sub-Total $3,314 $137 $3.451

Water - Treatment 517 F0 517 Water - Treatment 80 50 50

VWiater - Distribution 5141 $0 5141 Water - Distnbution 515 50 $15

Sewage - Collection 51564 F0 5164 Sewage - Collection 534 50 534

Sewages - Treatment 56 50 56 Sewage - Treatment 590 515 5105

Land Drainage 5238 s0 $238 Land Drainage 50 30 50

Solid Waste 510 50 £10 Solid Waste B0 50 50

Utility Sub-Total 5576 $0 5576 Utility Sub-Total $139 515 $154

Total Existing 53,557 S207 53,764 Total New Strategic $3,453 5152 $3,605

Municipalities outside Winnipeg estimate the existing infrastructure deficit to be $4 billion. This deficit is
expected to grow by an additional $2 billion over the next ten years to rehabilitate or develop new

“ The figure from the Mirza report: Danger Ahead - the Coming collapse of Canada’s Municipal Infrastructure, 2007 , is commonly cited
*2 Executive Policy Committee, ‘Infrastructure deficit and possible funding options Winnipeg, Manitoba, July 22, 2009.

3 Executive Policy Committee, ‘Existing Infrastructure Deficit,” Winnipeg, Manitoba, July 8, 2009.

4 Executive Policy Committee, ‘New Strategic Infrastructure Deficit’ Winnipeg, Manitoba, July 8, 2009.
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infrastructure.*® This represents a total deficit of $6 billion requiring annual funding of $600 million over the
next 10 years.

For the purposes of making recommendations in this report and developing a financial plan, the IFC estimates
Manitoba’s combined total infrastructure deficit to be $13.4 billion. Over time, the options provided in this
report could generate revenues of about $1 billion annually.

The IFC recognizes that additional work will be required in the next stage to fully assess and refine the final
infrastructure need by all municipalities. *°

CAPITAL BUDGET

Over the past decade, the Winnipeg has increased its capital budget from $120 million in 2001 to $476 million in
2009 (see chart below). The recent growth reflects additional funding required completing several large one-
time projects (a new water treatment plant, upgrades to current sewage treatment plants and the
implementation of rapid transit) which have been facilitated through infrastructure funding agreements with
senior levels of government, new revenue streams including the Gas Tax Agreement and the introduction of
Public Private Partnership (P3) projects.

Winnipeg's Capital Budgets, 2001 to 2009 (in millions $)

2001 2002 2003 2004 2005 2006 2007 2008 2009/ 2010F 2011F 2012F 2013F 2014F

Roads 31 68 52 32 55 62 157 180 97 65 65 68 66

Transit 11 11 19 14 15 32 42 17 165 28 27 27 29

Other Tax Supported 25 29 41 48 30 50 73 94 58 65 38 45 49
Water, Sewer, LD 53 62 61 111 198 164 156 131 157 153 257 246 165

69
30
52
81

Total 120 170 173 205 298 308 427 421 476 310 387 387 308 232

Notwithstanding the recently increased capital investments, the forecasted budget years show a declining level
of planned capital investment which will further increase the infrastructure deficit magnitude.

REVENUE SOURCE COMPARISONS

A 2007 national report for the AMM found that Manitoba municipalities, when compared to other jurisdictions,
faced greater infrastructure pressures because they provide a wider range of services to their citizens.

Using 2005 Statistics Canada data, a study by Dr. Enid Slack, an acknowledged international expert on municipal
financing, found that Manitoba municipalities spent on average $1,368 per capita on capital infrastructure — less
than most Provinces with the exception of the Maritimes (See Figure 3). The difference between Manitoba and
other Provinces can, in part, be explained by:

e Efficiencies in the Manitoba system
e The number of total services provided relative to other Provinces

45 This figure, although anecdotally cited by the AMM, does not appear to have sufficient supporting data.

46
The Public Sector Accounting Board (PSAB) issues standards and guidance with respect to matters of accounting in the public sector. The PSAB rules,
which are currently being implemented by municipalities outside Winnipeg, will enhance their capability to more accurately assess condition and needs.



42

Figure 3: 2005 Municipal Government Revenues by Province (includes water and sewer charges for
comparison purposes)

Revenue Source NL PEI NS NB QcC ON MB SK AB BC

Municipal Per Capita
$

Municipal Revenue

1,021 |604 1,505 |1,163 |1,706 (2,417 |1,368 |1,470 |2,581 [1,508

Source:
52.1 164.8 67.7 49.8 58.9 46.4 38.3 46.8 39.0 50.0
Property Taxes
2.5 0.3 3.5 6.6 4.4 1.6 3.3 3.1 1.6 1.5
Payments-in-lieu
1.1 1.1 0.6 0.7 0.3 1.0 2.5 6.2 2.1 2.9
Other Taxes
18.6 [21.4 18.1 26.0 17.1 214 25.8 23.0 25.4 313
User Fees
1.4 0.1 2.4 0.6 1.4 4.7 4.8 4.5 13.3 7.1
Investment Income
0.5 1.4 0.6 0.5 2.8 1.3 15 1.0 1.5 0.6
Other
76.2 189.1 92.9 84.1 85.0 76.4 76.2 84.6 82.8 93.4
Own Source Revenue

Unconditional Grants (3.7 2.5 2.4 8.9 2.4 2.8 12.5 6.8 0.5 2.3
Conditional Grants 20.1 |8.4 4.7 7.1 12.6 20.8 11.3 8.7 16.7 4.3

Federal 1.9 4.3 1.6 14 0.1 2.5 4.0 2.2 0.8 0.6

Provincial 18.1 (41 3.1 5.7 12.5 18.3 7.3 6.5 15.9 3.7

Total Grants 23.8 |10.9 7.1 15.9 15.0 23.6 23.8 154 (17.2 6.6
TOTAL 100.0 {100.0 |100.0 [100.0 |100.0 [100.0 |100.0 [100.0 |100.0 [100.0

Source: Statistics Canada, CANSIM database, Table 385-0024 (for municipal expenditure and revenue data); Table 510001 (for population).

When compared to other Provinces, Manitoba municipalities have the lowest reliance on property taxes as a
source of revenue. This in part reflects attempts by several municipalities to hold the line on property taxes
including a tax freeze in Winnipeg for 13 of the last 14 years. During this time, Winnipeg has moved from a high
property tax jurisdiction to a lower property tax jurisdiction.

Manitoba municipalities have also diversified their revenue tax base more than other jurisdictions collecting
2.5% of their revenues from other measures. For example, 24% of the revenues collected by Manitoba
municipalities were from user fees — the second highest in Canada. In Manitoba, unconditional grants — those
that provide maximum flexibility to municipalities because there are no strings attached — are by far the highest
anywhere in Canada. The level of support for Manitoba municipalities from conditional grants — money
earmarked for specific purposes — are 7.3%, the fifth highest in Canada.

The 2005 data also shows that while transfer revenues to Manitoba municipalities from senior governments
declined between 1990 and 2005, communities in the Province continue to rely more than any other jurisdiction
on federal and provincial transfers. Furthermore, more recent research shows that other provinces have
increased their support to municipalities and surpassed Manitoba in 2008. Between 2002 and 2008 actual grant



43

numbers shows that provincial grant contributions to Winnipeg dropped from the highest to the middle of the
pack.

Total provincial grants in dollars per capita 2002 - 2008

Total Grants Edm Cal Sask Reg Wpg Ham Tor Ott
2002 Actual $150 $155 $50 $64 $177 $86 567 $50
2008 Actual $624 $538 $190 B160 $280 $392 $199 H142
rank I 2 6 7 4 3 5 8
% increase 316% 247% 279% 150% 58% 355% 197% 183%

This analysis demonstrates the instability of revenues from senior governments and the risk this creates for
municipalities with a budgetary reliance on these grants. To address the infrastructure deficit facing
municipalities throughout Canada, municipalities need access to sustained, predictable own revenue sources —

pa'rticularly in the form of growt.h.taxe‘s. Primary Taxation Revenues

Wltgout 'f[hIS change, :hel dgflClt t\{\nll In $ millions

con. inue to grow negatively |.rr1pac ing 1997.98  2008-09 Eroual

national growth and productivity and 3 i

increasing  safety risks for citizens FLdL.r3| Government 117,844 177,538 51%

throughout the country. Province of MB 2,454 4,327 76%
Rest of Municipalities 5167 5278 67%

Access to growth taxes has helped | City of Winnipeg 5439 S464 6%

provincial and federal governments
become more tax competitive while continuing to increase infrastructure expenditures. Between 1998 and
2008, federal and provincial tax rates declined yet revenues from income and sales tax continued to grow
substantially.

City of Winnipeg net debt per capita
Winnipeg, by contrast, As at December 31, 2010
froze its property taxes
between 1997 and
2011 in order to reduce
its debt and remain
competitive. Revenues
from  realty taxes
(property and business)
increased by only 6%.
This represented
growth of their
assessment base - not
value growth.

Dollars per Capita

Between 1997 and
2009 Winnipeg
stopped borrowing
funds to finance tax-

|l Tax-supported O Transit, Municipal Accommodations O Utlity Operations O Other Entities|

Debenture debt and P3 obligations included * Other Entities included in 2009 and subsequent
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supported capital projects, choosing instead to fund projects from cash from its operating budget. Council has
recently again authorized borrowing for some large tax supported projects. In addition, Winnipeg has entered
into P3 arrangements on a number of major projects (Disraeli Bridge and Chief Peguis Trail extension, Police
Headquarters, Rapid Transit) which are recorded in its financial statements as long term financial obligations
which are considered debt. Although there was a significant reduction in Winnipeg’s tax supported debt, it has
recently started making significant commitments toward using up this freed up debt room.

Over time, Winnipeg has also reduced the business tax rate and has introduced a small business tax credit which
eliminates the tax altogether for the smallest businesses. The impact of these changes has been to further
reduce funding available for infrastructure projects. These measures, along with significant reductions in the
size of staff and the out-sourcing of some services, have reduced operating costs, outstanding debt and
Winnipeg’s debt servicing costs.”’

By contrast, many (if not most) rural municipalities over the same period, successively and significantly
increased their realty taxes over the same period by varying annual amounts of between 3% and 7%. The
resulting realty tax revenue stream increased about 67% over the 10 year period. While the percentage of
growth appears to be significant, the dollar value is not. It is also worth noting that the revenues are spread
over 197 municipalities throughout the Province and while not reflective of the actual distribution of revenues,
the additional revenue averages out to be $55,000 a year per municipality over the 10 year period.

The IFC reached three broad conclusions based on this analysis:

1. The municipal infrastructure deficit is real and it is significant. It is deserving of being placed amongst
top government public policy priorities. %

2. The current revenue streams available to municipalities are inadequate to tackle the infrastructure
challenge. Municipalities have little room left in the existing realty tax base. They have little, if any,
access to tax growth revenues.*

3. Notwithstanding recent initiatives and significant investments by all three levels of government,
Manitoba’s infrastructure deficit continues to grow and must be addressed.*

47 I . . .
It could be argued therefore that the City is in a better position than ever to take on increased debt to address infrastructure.

8 Toronto Dominion (TD) Financial Group. Mind the Gap - Finding the Money to Upgrade Canada’s Aging Public Infrastructure Executive Summary. TD
Bank Financial Group. Canada. 2004.

* see: City of Edmonton. Delivering the Goods - Infrastructure and Alternative Revenue Sources for the City of Edmonton. Research report prepared by
Casey G. Vander Ploeg, Canada West Foundation, 2008; Provincial and Territorial Municipal Associations. Roles, Responsibilities, Resources, and
Relationships. Research report prepared by Enid Slack, Harry Kitchen, Melville McMillan, and Francois Vaillancourt . Ontario. 2007; Federation of Canadian
Municipalities and National Research Council. Alternative Funding Mechanisms - A best practice by the National Guide to Sustainable Municipal
Infrastructure. Issue 1.1. Canada: National Guide to Sustainable Municipal Infrastructure. 2003; Federation of Canadian Municipalities. Meeting the Fiscal
Requirements of Canada’s Municipalities, research report prepared by the Conference Board of Canada. Canada. 2005; Vander Ploeg, Casey G. New Tools
for New Times - A Sourcebook for the Financing, Funding and Delivery of Urban Infrastructure. Calgary: Canada West Foundation, 2006.

30 FCM, Advocacy Outlook Presentation, 2010
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APPENDIX ‘D’
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APPENDIX ‘E’ - SIRP | & Il POLICIES SUMMARY

Infrastructure Maintenance
Life Cycle Costing
e That all capital programs for new or rehabilitated infrastructure be subjected to life cycle costing
analysis to determine the most cost effective options for consideration.

Minimize Deferred Maintenance
e 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 into Initial Costs
e That when new or upgraded facilities are proposed, they be accompanied by resulting incremental
maintenance costs, linked into a parallel maintenance budget.

Computerized Maintenance Management System (CMMS)
e That Civic Department preventative maintenance programs be funded by Council to be information
current, and supported by Computerized Maintenance Management Systems (CMMS).

Management of Asset Data
e That the CAO Secretariat be assigned and resourced to coordinate the City’s infrastructure asset
data management.

New Technologies
Advanced Techniques & Technologies
e That the City encourages the application of “intelligent” technology, new methodologies and
innovative products such as Advanced Composite Materials (ACMs) in infrastructure renewal,
rehabilitation, construction or preventative maintenance programs.

Improved Practices
e That the City encourages 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
e 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 to Strategic Research & Innovation
e That the City partner with academia to strategically fund research aimed at identifying new or
improved materials, technologies and techniques having broad infrastructure application.

Financial-Based Policy Options
Urban Infrastructure Financing Plan
e That the City create and adopt an urban infrastructure-financing plan, based on the principles
outlined in Appendix “C” of the SIRP Report — Urban Infrastructure Financing Principles.
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Accrual Accounting System
e 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
e That the City applies 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
e That the City implements properly structured user fees where the user and the service delivered
can be identified.

Shift from Mill Rate to User Fees
e 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
e That the City considers 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 Legislation
e 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
e That the City pursues, with 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
e That the City should finance infrastructure projects in a manner that properly recognizes project life
and replacement patterns.

Cost Shared Programs
e 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.

Alternative Service Delivery
Implement ASD Options
e That with regard to infrastructure, Council implement its adopted policy on Alternative Service Delivery,
as follows:
“The City of Winnipeg is committed to providing quality services at an affordable 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
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best value for the municipal tax dollar and the optimal balance of overall benefits to the City and its
Community.”

Public-Private Partnership Research
e That Council ensure both internal and external research capacity be devoted to monitor and assess PPP
trends throughout Canada, and to assist the City in considering local PPP proposals.

Pursue Partnering Strategies
e That Council pursues partnering strategies for infrastructure works in accordance with the framework of all
applicable Council adopted policies.

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

Winnipeg Transportation Utility

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

National Infrastructure Policy

e That the City and Province partner to lobby the Federal Government to enter into a sustainable
infrastructure agreement consistent with the Recommended National Infrastructure Policy (NIP), as set forth
by the ICM and the “Proposed Guidelines for a New National Infrastructure Program”, as adopted by the
Premiers at the 1996 and 1997 Annual Premiers’ Conferences.

Sustainable Infrastructure Development
Employment Training Program
e That the City proposes 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
e That the City pursue — with its neighbors and the Provincial Government — implementation of the
Capital Region strategy that recognizes the importance of the supply and delivery of infrastructure
in an environmentally responsible and sustainable manner.

Cost/Benefit Analysis
e That any new publicly funded infrastructure project be accompanied by cost/benefit analysis which
establishes need and sustainability to clearly justify its construction.

Sustainable Infrastructure Development Policy (SIDP)
e That the City endorse the principles and guidelines of the MRTEE, and adopt the SIRP Principles for
Sustainable Infrastructure Development, as set out in Appendix “B” of the SIRP Report.
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SIRP Implementation Committee
e That the City establish a SIRP Implementation Committee — headed by the Chairperson of the
Standing Policy Committee on Public Works and appropriately resourced through the office of the
CAO — with a mandate to implement adopted policy options within 12 months of its appointment.
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DELIVERING THE E000S: Infastrctm and Alemedve Revemne Sawces for Se Ciy of Bimenien

Canadaliis/

EXECUTIVE SUMMARY

Edmonton’s Infrastructure Challenge

In November 2006, the Cty of EdMorton rekasad 1S Lomy Renge
[Anancial Fovecast for the 2007-2018 pariod. At that Bme, the City of
ECmonton reportad Infrastruct e needs botaliing $10L4 billlan avar
2007-2016. However, tha City only had funding for 55,162 billor
This left a cumutative funding shorttall of $5.248 billion. in 2008,
an Infrastructure update reported thet the funding sharttall has
exploced ta $19.207 billon aver the ZD08-2017 period. T mesatthis
challenge on 3 “Pay-25-you-go- basks, EAMONtoNS proparty taes
woud hove to quadruple. Efforts by the City of Edmanion, past
ri-partite nationsl INSTEEtCtuNe programs, the GST rehate, recent
Tusel ¢ revanue sharing agreemants, and increased capital grants
have slowed the City in boost its Ivestmant In iNfrastructure, but
much of the City's raporied neats remain unmet. This I not 3

[prodem Quing away armytimes Soon.
Edmonton's Rawanua Profila

The revenus sources Fvalabie to the CHy of Edmonton are vary
restricied. ‘Operating funding comes from only thiee sources —
|property t=eation, user fees, and other income. Grants constiute
onily a very small portion of oparating revenue.  Exiemal caphisl
funding comes from two primary sources — capiisl grants
(nciuding fusl tax revenue sharng) and devalapar cost charges.
The key progilem here ks a keck of diversity in the tax tools Edmontan
can empioy. The City ks rellant on 3 Set of funding ftocls that e
retatively insastic. This means that the reveanues produced oo not
fiend io grow well over time — they fail to capiune a tair portion of
tha aconomic activity oocurming within the City, they fall io keap
|pace ‘with popuiation growih, and thay fall 1o compensata for
Infation and the comtinusily escatating cost of providing sanices
and Infrastmuciune.

Gan Edmonton Maat the Challanga?

Edmonbon’s curmant st of funding scurcescannat easlly generste s
Qrowing straam of FEVENUE 1o Meet the Infrastructure challenge:

B Fom 18802007, real per capits tax revenue for the City of
Edmanion grew by only 57%. This palas in comparison 1o
the growth In federal and provinctal 12 revenues. Ovar the
same time period, Tederl Lax revenues grew by 25.2% and
provinclal tax revenue (excluding of and gas royaitles)
Qresw Dy 4853

B From 1880-2007, the awerags Edmantonian paid 42973 more
In taxas to all oroers of government. (O this amount, EL.1%
accruad fo the Sederal government while 455% accrued
1o the provinclal government. Only 1.5% of the Incraasa In
taation ower the Isst 1B years — %45 — has gone 1o
Edmanion Chy Hall (Al amouris In real per capila doltars)

B |n 08, the sverage Edmonton homeowner paid 51,268 In
miunicipal property 124 on 3 home assassad at $218,0000 In
07, property tmes rose to 51376 However, most
of this Increase was offsat by growing personal disposable
Incomes.  The median disposabis income In Eomonton was
562,285 In 2006, but & estimated 3 $67947 In 2007 Thus,
the additional property taxes paid by an average housahald
Iving In an average single tamily home — relative to growth
In InCome — amaunted to only 43 or 25C per month.

B At the same time, the personal income tax that had to be
peid to the federal and provinclal governments on rising
mexdlEn Incomes was S848. This Incraase In 3% revenue
oCccumad even with new tax deductions and Increases In
existing deductions.

The Saarch for Alternatives

It ks unressonable to expect the City of Edmonton to effectively
meet the Infrastructure chaliange I i remains 50 singuiany
dependent on the property tax The Infrastructure funding
challenge constitutes 3 powerful argument for new drections
and an expanded set of financing and funding tools. Many af
Edmomon's compstitor cities, whether in Eumpe, Asta, or the LS,
have significanty gresier access to 2 wider range of Exes and’or
tax revenue sharing. A diverse set of funding tools Is required
to Implemant emarging best practices In infrastructure provisian.
A pood municipal funding system ks both diverse and balanced,
providing adequate and relizshie revenues, good revenus growth
over time, s well 35 equity. efMclency, simplicity, and sccountabiliy.
Mo single tax source can achieve all thess criera.

Idaal or “0m-of-the-Box™ Options

ideal fnancing, funding. and delivery afematves combing 1o
ENSUTE thEt INTstUCtnE 15 provided Dot aMectively and efcenty.
ideal revenue sources bulld sustzinabilty Inio the proviskon of
Infrastructure aver the Iong-i8mm by Relping fund INerastructuns
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and keaping damand In check. An Ideal system would aliow the
City 0f Emointon 10 follow 3 best practices model I Intrastnuctun:
provision.  More Important, It would alkow the City to oo = by
enliacting a fair portion of local economilc acthity. It Is iImportant
i understand how tax revenues grow. Fevenues can grow when
fax rates ane moved Upwands — 3 tax Increasa — or thay can gow
23 the economy expands.  Bacause tha Cty of Edmonton Is so
depandent on the propery tax, ks revanues can grow primariy
through the Nirst method only. AN idesl funding System would have
a1 Isast soma bullt In “escalstors™ Sliowing EdMonon's revenues in

grow In tandem the iocal Bconoy.

B Pubic-pivale parinerships (PPPs): PPP see the public
SECIDT partnering With the prieste and non-profit sectors 1o
dallver bath sarvices and Infrastructure. 0N the opersting sia,
PPP |s 2 wide-spread and sysiematic commitment to private
and nan-profit invohemant rough competitive tendering. On
the capitsl side, PPP goes heyond the tradiionsl =hid-bulid™
relationship and imaohves private participation In the design,
financing, buliding, cwning, and even oparation of Infrastructure
gmsels. Possible savings that could be redrected 1o Incresse
caphizl Imvestment ts $146.0 millon In 2007 Howsver, this |g
Iba5Ed 0N VEry Qanenius Sssumptions and 3 simple banchmarking
against the best results sean In tha LIS and the LK. The savings
caulkd be more modest.

B “Vslor-specifc” sefectve saies lexes.  Many lage
ciles amund ihe globe use 3 =&l of selective sales lames 1o
generate FeVEnUE from luewry” goods and services, of those
disproportionately consumead by wision to the ciy. Exsmpiles
Include anm accommodations or lodging fax and tames on
restaurants, kars, pubs, casinos, and “oif-sales" of beer, wine, and
Iquor.  Wisitors use municipal services and Infrastructune it do
not contributa to the residential proparty tax base out of which
servican and Inrastructure are funded.  Thess tases address this
|profdiem. A 2% Iodging tax and 3 gambiing and liguor t=x sat at
b of the prowincial t=e rate would have genersied 5320 milon
for Edmoton in 2007

B Vbalci-specific” soecive Solos fmees;  Since B0% of
Edmonton’s Infrastructure funding "gap”™ k= N transportstion,
attantion naeds o SICUS 0N vanous “vehicie-specific” 53k toes
that £an be earmarked for transportation infrastructura. Examples
Inciude 2 local option fuel 1ax, 2 local vehicle registration tax, @
special sales tax on wehicls sales, and local taxes on car rentals,

parking. and even @ separale property tax on vehicles. Al of

thesa e “user pay” taxes, which are more efficlent than geners]
tax funding. They help fund Infrastructure supply a3t the same
tima 35 ihay keap damand In check. For the City of Edmonion, 3
basket of “vehicie-specific™ selective =ales Loxas that Includad a B
|umaﬂmammmmma1hﬂmmm
new veficles, and a3 520,00 tax on all §censa renewals could have
genarated 51370 million In 2007

W moer gres [0 provincil personsl ICONMES AnT CONAVELS
oamings or o prowncis porsonal s coyporate Noome [
revenues: Thils option would 88 the prowince Shaning with the
City 0f EQmartcn 3 particn of tha parsonal and corparate income
tax revenue It collects by tying annual operating and capisl
grants recelved by the CRy o growth In these two taxes. Grants
could ba Indexed io prvwincial personal and corporata Income tax
revenua of Incaxad directly 1o parsonal INCOMES and Corporale
eamings. In 1092, provincial operating =nd capital grants 1o
Edmonton wera 3805 of all personal and corporate Income taxes
coliacted by tha province and 0.339% af all personal Incomes ana
comporzie eamings. Indexing against the 2.809% ratio woulkd have
meant an addiional $85.3 milllion In gramts Tor Edmonton In 2007
Indaxing agalnst the 0330% ratlo would hove meant snother
5225.1 million for 2007,

W A SEPLOST refal sales ax or ‘penny” (2 In ihe US, the
“gpectal purpose local opiion sales tax” or SPLOST Is emerging
s one of the most powerful ways to fund Infrastructure.  The
tax Is 3 local gemeral reiall sales tax applied at the local
level. The tax s 5et at 1% and applies 1o 2 broad basket af
goods and services. The tax raie |s capped, imposition Is by
voler-approval in 2 referendum, revenues are earmarked for
specific Infrastructune projects, and the tax sunseis every e
or slx years. To Impose the tax, povernments prepare 3 list of
projects to be funded by the t=. This list and a proposal for
the tax am then placed on the ballot 3t 3 regular municipsl
election. If approved by volers, ihe tax |s Imposed, the projects
proceed, and govemment Tollows up with an annual report on
the tax ko ensure accountability. The process repesis every ive
or 5lx years. A 1% SPLOST t=x could have generated $171.4
million In Edmonton for 2007 But 38 the economy expands,
the retall sales tax kase also grows. If Edmonton's retall sales
tax base continues to grow over tha next ten years as it has In
the previous ien, the revenue produced could reach be 538114
million by 2017 Ower the 200E-2017 perod, the average annual
revenue yield could reach $277E million.
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Doable or “In-the-Box" Options

All Df the: OpEONS Showe Mequire 3 fundamantal shist In thinking on
the part of City Counil and citizens, or approval from the provingial
govemment. While the City of Edmonton should actively pursue
these aptions, they do not provide much traction in the short-term_
This, 2 sacond list of aitematives was developed that s Mo
achievable within tha confines of the Municipa! Govemment Act

B Sot MoEmenisl WINST Lnder (e selus quoc  Crambc
poiicy Shifts ore CINCult to SECUME. (DN DEton, tvourad by many
mumicipaities, i ta Simply “muddia-thmugh= and seek Norementsl
changes that o not dramatically sker the status quo. This INclucas
such things 35 seeking out MAare grants and lobbying for anothar
but much Ionger-tam in-partie national Infrastructure program.
In the case of Edmonton, 2 2% Ncrease In grants would have
yieltexd anather 5723 million In 2007 However, mast of the options
here carmy thalr own dificullies. In the and, thers may ba very it
gained by pursuing sitematives within the fscal status qua.

B Usorpay-ivst podcy  Cersin INfESUCue SESsts e
nhemently marketable, opening up the posshilty of drect usar
186 TunEing and self-inancing debt wilhowt the nee b spand tx
dollars. A CONSEMELS OWEr LSEr [y WOuk] S8 Usar 1ees applied
1o every Infrastructure asset and service possibie, with the aim o
comect pricing and full cost recovery of oparations, maintEnance,
and future capital The second best choice ks an Indirect” usar
186 OF “user pay” tax. Genaral taxation ks the funding choice af kst
mEscrt Here, INCreased usage of iocal IMprovement levies might
affar 50ME potential I EdmOnton ware 0 Colect thase Eves at
the 53mE r3tE 55 In the post, another $Z34 millon could have
been generstad In 2007, ADvances In dghal communications and
GPS lachnology are alkowing QOVEmments o Spply usar pay In
arEas previously TET-IMES” AN emarging exsmple |8 the concept
of a “wehicke-miles-traveled™ or VMT tmc WWith VT wehicles are
metarad — 3 direct user pay systam for madway infrastruchore. The
potantial Impact In sings could Tun into the billons of dollars

B Fanmenkny of pOpery lEx revenues.  WIN earmanked
proparty taxes, Indwidusl property 1ax bills show the portion of
municipal property 13 dedicated fo peneral operations and the
portion for IMrastructura. Earmarking can help lower political and
public resistance to propary taxss. Eammarking an snnual 1%
proparty tax Increase 1o fund Jodtional debt cowd halp kever $1.1
Bbillion In bomowing over the 2008-2017 perod. In 2007, each 1%
Incraase In property tax s worth $78 millon

W Sman* gebt The idea behind “smart dedt is to bulid a
CONSENSUS SMOUNG 3n appmprits and sustainsbis level of tm-
supported debt ower the long-tenm, fecognizing hat borrowing
Is 3 lgiimate part of any long-tamm capital financing plan.
Currently, the cost of servicing general purposa deabt in Edmontan
Is Iow. In 1980, the cost of general purpose debl sanvicing was
12.:3% of operating revenue. The ratio was 6.7% over the 1990
2007 period. If the TGt It Wer In play In 2007, the City would
be camying 0 additional $2.650 billion In debt If the second
Fatio wera In pizy, the City would be carying an aoditional $878.3
million.

N .4 “standing” or “go-fowerd” poperty fax polcy. Relstive io
many other big cities in western Canada and other municipalities
withi the Edmonton metropolitan ares, residantial and husiness
property tses In E0monion are below average.  Furihar,
municipal property tmes I Edmanton have bean falling o8 2
percentage of sggregsie personal dispossble Incomes.  The
idea of 3 “go-forward” property t=e polcy ks io have municipal
poperty imxes collecied =t an agreed wpon percentage ol
personal dispossbie Incomes over the long-term.  Betwean
1980-2007, municipsl property tax collections: In EQmonton were
2.31% of aggregsie perscnal disposable Incomes. In 2007, the
ratio had fallen to 2.08%. If the ratio hed not fallen, the City of
Edmonton would have recelved an acditionsl $57.7 million In 2007
sione. To maintain compettiveness, the taxes collected should
not ba compietely out of sync with tha sverage collacted by other
municipaiities in the metro Srea and those levied by the othar sk
big westam ciies,

Conclusion

Ciosing an Infrastrudiuce funding gap that resches %2 billlon
annually |s 3 mammoth sssignmant. To sccompilsh the task, 3
new TRENCial parmership nesds 10 D8 SHUCK WEN e province
that sees the City receing acditional tasion suhorty andior
EXpanced 13 EVENUE sharng. The City of Eomomton will nesd
to take 3 leadership role In working toward 3 more dberse set
of £ tonis and continue bulding the CEse for change. Bacause
this Is 3 long-ienm project, the Ciy must Skso congder bow It can
madmize the Imited MEVENUE SOUFCES Cumenty at s disposal To
be sura, this does not constiute 3 sustainable solution for the long-
LENM. HOWEVEr, 10 the Oegres that EIMOnIon C3n make sorward
prOgress over and Jbove what other cities are able to do. it wil
SBCUNE 4 competiive advantage by buliding a better and higher
guality urkan emdronment gt the same time g5 | comtnues
working toward a new era that holds more promise.
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APPENDIX ‘H’ - City of Winnipeg, “IFC Backgrounder”, 2010

The following have appeared in a variety of reports and as options or approaches to find efficiencies:

Strong focus in tendering practices on use of new materials, designs and construction methods to increase asset life cycle
and reduce life-cycle costs.
Regional collaboration and inter-municipal cooperation including regional tender and service delivery authorities to reduce
overall operating and capital costs, and maximize on economies of scale.
Consider Fire Services and Emergency Preparedness Program support for the expansion and enhancement of regional
fire services training, and emergency management training, enabling effective municipal emergency management
systems.
Employ innovative financing options:
=  First, governments can employ traditional tools, but simply use them differently (e.g., earmarking property taxes
for capital purposes).
=  Second, governments can employ new tools (e.g., tax-exempt bonds).
= Third, familiar methods can be applied to infrastructure systems to which they have not generally been applied in
the past. Roadways, for example, have traditionally been financed by debt funded through taxation funded
through taxation, and delivered publicly. But a new road could also be debt-financed, funded with pay as you go
user fees (tolls), and privately delivered.
Explore the full range of rapidly expanding leasing options.
Convert infrastructure and municipal services currently dependent on the tax base to a system of user pay. For
infrastructure that is already funded with user fees, the emphasis could be on innovations that promote proper pricing,
including full cost recovery of operations, capital, and future capital needs.
Innovation-based grants: develop specialized federal and provincial grants contingent upon the use of innovative tools
(e.g., PPP options, road tolling, new design and materials with a focus up front upon extending infrastructure life cycle,
with reduced life-cycle costs, e.g., ISIS Canada)
Delivery improvements, including public and private/non-profit delivery, e.g., consider moving away from the traditional
government department system and take advantage of benefits that accrue from creating new utilities and corporatizing
existing utilities; explore the various PPP arrangements for operations and services, including alternative service delivery,
operations and maintenance contracts, and managed competition.
Enable introduction of tax-free municipal infrastructure bonds.
Consider establishing project-specific capital funding for strategic and/or significant municipal transportation- and
economic growth-supporting infrastructure which demonstrates enhancing competitive edge. The manner of funding could
be through plebiscite authorizing a tax dedicated and limited to the asset which lapses upon completion. These could
include:
=  Major or regional roadway construction
= Local Road Bridges and structures
= Paving of Community Airport runways
= Upgrading of roads impacted by resource-based truck traffic
Connect user fees to beneficiary:
= Frontage Levies dedicated to transportation, sewer and water infrastructure
= Add 1 centto Fuel Tax dedicated to transportation infrastructure (provincial authority)
= Bridge/road tolls to roads and bridges
=  Vehicle Registration Fee
= Other?
Development cost charge allocated to infrastructure
Debt Financing recognizing intergenerational infrastructure benefit
Variations in fed-provincial - municipal infrastructure funding formulae
Share of Provincial Sales Tax or the freed-up 1% in the federal GST
Dedication of municipal GST exemption to infrastructure renewal
Allocate full debt savings from old debt to infrastructure renewal - SIRP Il
Land transfer tax
Tax on gas and electricity utilities
Replace Education Property Taxation with alternative funding to free up municipal tax room
Any new revenues to be dedicated to infrastructure renewal and construction could be based upon public criteria and
objectives for which municipalities are held to account:
=  For example, new revenue streams could have 5- and 10-year sunset clauses: after 5 years’ progress reviewed,
revenue streams adjusted; after 10 years, entire program reviewed and decisions made on continuance based
upon referendum
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APPENDIX ‘1” - City of Winnipeg, “Infrastructure Deficit and Possible Funding Options”, 2009

Funding Source Options:

The City of Winnipeg has used the following funding sources to fund past capital projects:
Property Tax

User Fees

Provincial Grants

Federal Grants/Gas Tax

Developer Contributions

Frontage Levies

P3 lease payments

Debt (significantly used in the 1990s), currently used for water & sewer utiliies

The following table outlines a short list of several funding options to fund both the Existing and
New Strategic Infrastructure Deficit.

_ . For for New
Funding Options Existing | Strategic
City Already Has Authority
Frontage Levies Local roads
Diebt Financing — typically for large projects + v
Public Private Partnership (P3) + v
Property Taxes + v
User Fees il il
Federal and Provincial Grants + v
Development Cost Charges (partial authority) v
Sponsorships + v
City Does Not Have Authority
Mew City tax dedicated to infrastructure funding:

- Fuel Tax + v

- Sales Tax + il
Increased share of Federal and Provincial existing taxes + v
Development Cost Charges (expanded authority) il il
Land Transfer Tax + il
Yehicle Registration Fee + il
Franchise Fee on Gas and Electric Utilities + il
Income Tax + v
Elecirical bill fes < il
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APPENDIX ‘J’ Financial Model — For Demonstration Purposes

20112012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
1% Sales Tax Revenue 238 248 258 268 279 290 302 314 326 339 353 367 382 397 413 429 446 464 483 502
in§ millions Retail Sales Growth  4.0%
Municipal Infrastructure Levy collect
% MIL 0.0% 00% 10% 1.0% 10% 10% 10% 1.0% 10%  1.0%  1.0%  10%  1.0% 10%  10%  10%  10%  1.0% 10%  1.0%
MIL Revenue 0 0 258 268 279 200 302 314 326 339 353 37 382 397 413 420 446 464 483 502
Equity Reserve 0 13 13 14 15 15 16 16 17 18 18 19 20 21 21 22 23 24 25
MIL Reserve 0 245 255 265 276 287 298 310 322 335 349 363 377 392 408 424 441 459 477
spend
5% Equity Reserve 0 0 13 13 14 15 15 16 16 17 18 18 19 20 21 21 22 23 24
Per Capita Amount [ O 245 255 265 276 287 298 310 322 335 349 363 377 392 408 424 441 459
Manitoba 0 0 258 268 279 290 302 314 326 339 353 367 382 397 413 429 446 464 483

City of Winnipeg

55.2% Per Capita [ 0 1385 141 146 152 158 164 171 178 185 192 200 208 216 225 234 243 253
Total 0 0 135 141 146 152 158 164 171 178 185 192 200 208 216 225 234 243 253
Remaining Municipalities
Equity Reserve 0 0 13 13 14 15 15 16 16 17 18 18 19 20 21 21 22 23 24
100% Per Capita 0 0 110 114 119 123 128 134 139 144 150 156 162 169 176 183 190 198 206
Total 0 0 123 128 133 138 143 129 155 16l 168 175 182 189 196 204 212 221 230
Distribution of Municipal Infrastructure Levy
City of Winnipeg 0 0 135 141 146 152 158 164 171 178 185 192 200 208 216 225 234 243 253
Rest of Municipalities 0 O__123 128 133 138 143 149 155 161 168 175 182 189 196 204 212 221 230
Total 258 268 279 290 302 314 326 330 353 367 382 897 413 429 446 a64 483
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2020 2030
Education Property Tax To Be Vacated 318 325 331 338 344 351 358 366 373 380 388 396 404 412 420 428 437 446 455 464
Growth 4% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2%
3 Year phase out 333% 333% 33.4%
56.2% City of Winnipeg 632 645 660
ini icipaliti 493 502 514
Total 125 1147 1174

Municipalities: Inflation plus Population Growth

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2020 2030
Wpg Current Total Capital Budget $400  $400  $412  $424  $437  $450 3464 3478 $492  $507  $522  $538  $554 $570  $587  $605  $623  $642 $661 9681
growth (CP! plus 1% pop growth) 3% 8% 3% 3% 3% 3% 3% 3% 3% 3% 3% 3% 3% 3% 3% 3% 3% 3% 3%
$ growth $12  $12  $13 $13 S14 14 $14 $15 815 16 $16  $17 $17  $18  $18 19 $19 $20  $20
New Additional Funding for Infrastructure __2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2020 2030
City of Winnipeg’ 12 24 37 50 64 78 92 107 122 188 154 170 187 205 223 242 261 281 301
50% ini icipaliti 6 12 19 25 32 39 46 53 61 69 77 85 94 108 112 121 131 140 151
Total 18 37 56 75 9% 116 138 160 183 206 231 255 281 308 335 363 392 21 452
Additional Federal Fuel Tax 100 101 102,01 103.03 104 105
Additional Federal Fuel Tax Fu 1.0% 3%  67% 100%
City of Winnipeg 61.4% 21 43 65 65 66 66 67 68 69 69 70 7 7 72 73 73 74
13 27 4 4 4 42 42 43 43 43 44 44 45 45 46 46 47
Total 3 6 105 106 107 108 109 110 112 113 14 115 116 117 118 120 121
IFC Recommended New Funding available to address $13.4 Billion of Infrastructure Defi
in § millions 5 Year 5 Year 5 Year
ForCityof Winnipeg___ 2011 2012 2013 2014 2015 2016 2017 2018 subtotal 2019 2020 2021 2022 2023 subtotal 2024 2025 2026 2027 2028 subtotal 2029 2030
Vacated Education Property Taxes - - - 63 129 197 201 205 79 210 214 218 222 227 1,091 231 236 241 246 250 1,204 255 261
Additional Federal Fuel Tax - - - 11 43 65 65 66 249 66 67 68 69 69 339 70 7 7 72 73 356 73 74
Municipal Infrastructure Levy - - 135 141 146 152 158 732 164 171 178 185 192 891 200 208 216 225 234 1,084 243 253
Municipal Additional Funding - 12 24 k74 50 64 78 92 a7 107 122 138 154 170 690 187 205 223 242 261 1,119 281 301
Wpg Sub-Total - 12 24 246 362 472 49 521 2134 547 574 601 630 659 3011 689 720 752 785 818 3,763 853 889
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2020 2030
Vacated Education Property Taxes - - - 49 100 154 157 160 621 163 167 170 173 177 850 180 184 188 191 195 938 19 203
Additional Federal Fuel Tax - - - 7 27 4 4 “ 156 42 42 43 43 43 213 4 44 45 45 46 224 46 47
Municipal Infrastructure Levy - - - 123 128 133 138 143 664 149 155 161 168 175 808 182 189 196 204 212 %3 221 230
Municipal Additional Funding - 6 12 19 25 32 39 46 178 53 61 69 7 85 45 94 103 112 121 131 559 140 151
ies Sub-Total - 6 12 197 280 359 375 391 1,620 408 425 443 461 480 2216 499 520 540 562 584 2705 607 630
Total Provincewide 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2020 2030
Vacated Education Property Taxes - - 112 220 351 358 366 1,417 373 380 388 396 404 1,940 412 420 428 437 446 2,142 455 464
Additional Federal Fuel Tax - - - 17 69 105 106 107 405 108 109 1o 112 113 s52 114 115 116 117 118 581 120 121
Municipal Infrastructure Levy - - - 258 268 279 290 302 1396 314 326 339 353 367 1,699 382 397 418 429 446 2,067 464 483
Municipal Additional Funding - 18 37 56 75 % 116 138 535 160 183 206 231 255 1,05 281 308 335 363 392 1,678 421 452
Province Wide Sub-Total - 18 37 443 642 831 871 912 3754 955 999 1044 1091 1,139 5227 1,188 1,239 1,292 1,346 1402 6468 1460 1519
City of Winnipeg -- Effect on Infrastructure Deficit
Relating to Existing 1,700
Relating To Growth __1,800
2009 Current Infrastructure Deficit for Winnipeg 3,500
Annual Growth
Growth relating to Existing Infrastructure 210
Growth relating to New Strategic Infrastructure___180
Total Growth in Infrastructure Deficit 390 in constant 2009 dollars
reduce to
Add Construction Inflation to Infrastructure 60%]
Conference Board recommended twice CPI  4.0% construction inflation 60%|
of previous year
20112012 2013 2014 2015 2016 2017 2018 2019| 2020 2021 2022 2023 2024 2025 2026 2027 2028 2020 2030
Growth relating to Existing Infrastructure 227 236 246 256 266 276 287 299 311 187 194 202 210 218 227 236 245 256 265 276
Growth relating to New Strategic Infrastructure __195 202 211 219 228 237 246 256 266 160 166 173 180 187 195 202 210 219 208 237
Total Growth in Infrastructure Deficit 422 439 456 474 493 513 534 555 577|__346] 360 375 390 405 421 438 456 474 493 513
Allocation of Funding
Existing  75%
New  25%
in$ millions 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2020 2030
1st Priority to Existing Infrastructure  $2,120 $2356 $2593 $2,830 $2,911 $2916 $2849 $2,776 $2696 $2472 $2236 $1986 $1,724 $1448 $1158  $854  §536  $203 $145 8509
w funding $0 §9  $18  $185 $270 §354 372  $301 $410 430 5451  $470  $494 $517  §540  $564  $588  $614 $640  §667
Effect on Existing Infrastructure Deficit 2,120 $2,347 $2575 $2,646 52640 $2,562 $2,477 $2,385 $2285 52,042 $1,785 $1514 $1,230 $931 9618  $201 852  -$411 5785 -$1,176
New Infrastructure  $2,160 $2362 $2570 $2783 $2949 $3096 $3224 $3,356 $3492 $3515 $3538 $3561 $3,583 $3605 $3628 $3,650 $3672 $3695 $3718  $3.741
lew funding, 6 62 91 $118 _ $124 _ $130 $137  $143  $150  $157  $165 $172 _ $180  $188  $196 0 202
Effect on New Infrastructure Deficit $2,160 $2,350 $2564 $2.721 $2,850 $2,978 $3,100 $3,226 $3355 $3372 $3,388 $3403 $3418 $3,433 $3,448 $3,462 $3476 $3490 $3505 $3519
Total Remaining Wpg Infrastructure Deficit $4,280 $4707 $5139 $5367 $5498 $5539 $5577 $5611 $5641 $5413 $5172 $4.917 $4,648 $4,364 $4,066 $3753 $3424 $3,080 $2,719 $2:343
Remaining Municipalities in 2010 4,000
annualincrease 200 in constant 2010 dollars
annual increase with construction inflation 208 216 225 234 243 253 263 274 285 206 308 320 333 346 360 375 390 405 421 438
in§ millions 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2020 2030
1st Priority to Existing Infrastructure  $4,208 $4,424 $4643 $4,865 $4,911 $4885 $4789 $4,688 $4582  $4470 $4353 $4230 $4,102 $3969 $3830 $3685 $3534 $3377 $3215  $3,046
w funding $0 §6  $12  $197 $280 §350 375  $391 $408  $425  $443  $461  $480 $499  §520  $540  $562  $584 $607 630
Effect on Existing Infrastructure Deficit
. e 208 $4,418 $4,631 $4,668 $4,632 $4,526 $4,414 $4,207 174 $4,045 $3,910 $3769 $3,622 3469 $3310 $3,144 $2,972 $2,793 2,608 $2,416
for Remaining Municipalities , , , , $ $ $ “ , $ $ $ $ $ $ $ $ $ $ $
Total Remaining Deficit Combined for o o0 oo 155 gq770 510,035 10,130 s10,065 $9.091 $9,908 $9815 $9458 $9,082 $8,687 $8,270 $7.834 $7,376 $6,897 $6396 $5873 $5328  $4,759

City and Remaining Municipalities
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