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BRIEFING NOTE

Transportation Services Capital Budget � Implications of 2% Reduction

Background:

The Budget Advisory Committee, at its meeting of March 10, 2004, in considering the Transportation
Services Capital Budget requested, among other things, that the Commissioner of Works and Emergency
Services report to the Budget Advisory Committee wrap-up meetings on the Capital Budget of the
Transportation Services Division being reduced by two percent, including the implications of such
reduction, to free up a ten percent increase in the Parks and Recreation Budget.

Needs:

The budget process in the last several years has placed a large emphasis on the project categories of
Health and Safety, Legislated, State of Good Repair, Service Improvement/Enhancement and Growth.
Priority has consistently been placed on the first three, in keeping with the fiscal sustainability principles
endorsed by Council.

The Transportation Capital Budget has been focussed to large extent on state of good repair needs.  These
needs are a result of considerable pressures placed on the program from funding backlogs and aging
infrastructure.  Although the funds approved under the Transportation Capital Budget have enabled staff
to keep the backlog in check since 2001, continuous aging of infrastructure has resulted in an increased
backlog of $80M, bringing the total backlog to an amount of $235M, compared to an amount of $155M at
this time last year.  As your Committee is aware, this backlog will continue to place significant pressure
on the operating budget in order to maintain these facilities in a safe, serviceable condition and we will
only be able to focus on optimum life cycle expenditures when the backlog has been eliminated.  Life
cycle expenditures are representative of the least cost/greatest benefit option for managing infrastructure.

Capacity to Deliver:

In terms of capacity to deliver, it is not always reasonable to gauge a Division�s performance strictly on
the basis of an accounting system which monitors expenditures and projects cash flow requirements.
From a Transportation perspective, a commitment in layman's terms is a contractual obligation to pay a
contractor for services to be rendered; in other words, an award of a contract.  As of December 31, 2003,
98% of the Transportation State of Good Repair Program was committed.  There are a number of
uncontrollable factors that can impact the schedule of a transportation project, including weather,
contractors� work load, changes in scope or schedule due to local conditions (events, utility conflicts,
coordination with other construction activity, development activity, community impact), and
market conditions.  Although all capital works projects for a given year are scheduled to be completed
within the year (unless they have been designated as pre-approved multi-year projects), some or all of the
above factors can contribute to delays.  These delays often result in projects being carried over to the
following year because the work is:

•  Completed but not billed;
•  Completed, billed but not paid for;
•  Completed, substantially paid for, but subject to holdback;
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•  Underway, progress payments issued, work delayed and/or suspended over winter;
•  Awarded but not commenced and no costs incurred;
•  Delayed on account of approvals and/or external schedules.

Delays in project delivery will clearly result in cash flow impacts in the following year, as described in
the first quarter variance report being considered by your Committee. This is not, however, a measure of
program performance and should not be used as a basis for determining envelope reductions.

Implications of Reductions:

Any reduction in state of good repair funding levels will necessitate additional maintenance expenditures.
More specifically, a two percent, or $5M reduction, would result in additional operating expense of
roughly $500,000 in 2004, that would have to be added to the Operating Budget.  In terms of specific
impacts, a reduction of this magnitude could involve:

•  A 30% reduction in the local road reconstruction program which could impact on work in up to 15
Wards; or

•  A 35% reduction in the major road reconstruction program would result in the deferral of at least 2km
of arterial road work; or

•  A 17% decrease in the bridge program, resulting in the deferral of work on 2 or 3 bridges.

On the basis of strategic corporate priorities, any reductions, if deemed appropriate, should be considered
in some of the more discretionary programs relating to service improvements and enhancements. Again,
for illustrative purposes, a $5M reduction in this area could involve:

•  The deferral of the 2004 Street Name Sign Duplication Program; and
•  The deferral of the 2004 Oversized Street Name Sign Program; and
•  The deferral of the Operational Gridlock Program; and
•  The deferral of the Fluorescent Sign Replacement Program; and
•  The deferral of the 2004 Engineering Studies Program; and
•  The deferral of the 2004 Safety and Operational Improvement Program; and
•  The deferral of the 2004 Cycling Infrastructure Program; and
•  The deferral of the 2004 Traffic Calming Program; and
•  The deferral of the 2004 Tree Planting Program; and
•  The deferral of $500,000 of new sidewalk construction.

Conclusion:

An arbitrary reduction of the Transportation Services 2004 Capital Budget would be inconsistent with the
fiscal sustainability principles endorsed by City Council.  Should a reduction to the budget be
recommended, this reduction should be accommodated in the Service Improvement Programs identified
above.
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