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More on the new federal infrastructure plans
Dear members,

On April 22, 2016, Minister Sohi sent letters to his provincial and territorial
counterparts providing additional information on the federal infrastructure
spending measures announced in the federal budget on March 22, 2016. These
letters mark an important step in the implementation of the significant
infrastructure commitments announced in Budget 2016.

The letters confirm key details of the program design for Phase 1 of the
government’s infrastructure plan including the new Clean Water and
Wastewater Fund and Public Transit Infrastructure Fund, as well as
modifications to the existing New Building Canada Fund. See below for key
highlights.

Many of these details respond to FCM’s direct engagement with Minister Sohi
and the federal government on ways to improve federal funding for municipal
infrastructure including: increasing federal contributions to local projects;
expanding eligible costs to include planning and design work; providing more
flexibility in terms of eligible projects.

Most importantly, the letters from Minister Sohi recognize the importance of
working collaboratively with local governments “who are best placed to quickly
identify their priorities for funding.” This recognition is critical as the federal



and provincial governments work to finalize bilateral agreements for the new
funding programs announced in the federal budget.

As part of these conversations, we expect the federal and provincial
governments to discuss how best to measure the incremental benefit and
outcomes resulting from new federal investments including the acceleration of
planned projects at the local level. The letters also emphasize the
government’s intention to report back to Canadians in a timely way about the
results being achieved through governments’ investments in infrastructure.

FCM continues to directly engage the federa! government on the
implementation of these new programs and on the design of Phase 2 of the
government’s infrastructure plan to ensure that both respond to local realities.
We are working closely with our provincial and territorial municipal association
partners to coordinate our advocacy efforts.

FCM is also engaging the federal government to confirm implementation details
for other programs announced in the federal budget, including investments in
affordable housing, recreation and cultural infrastructure.

All orders of government need to work collaboratively, and we look forward to
a continued dialogue. Strengthening a partnership with the municipal sector is
the right move to strengthen the economic foundation of Canada.

Clean Water and Wastewater Fund (CWWF) announced in Budget 2016

+ Eligibility includes water, storm water, and wastewater related
infrastructure.

« Eligible activities include rehabilitation and optimization of water, studies
and pilots for better water-related asset management, and planning for
future upgrades includes those required by federal wastewater
regulations.

« Eligible costs for approved projects retroactive to April 1, 2016.

Public Transit Infrastructure Fund (PTIF) announced in Budget 2016

+ Funding will flow via the provinces and territories to transit systems
based on existing system-wide ridership (each system will receive a
base amount of $50,000 in addition to a ridership-based allocation).

+ Eligible activities include investments in state of good repair, systems
optimization and efficiency, asset management capacity, and design and
planning for future expansion projects.



« Eligible costs for approved projects retroactive to April 1, 2016.

Improvements to the 2014 New Building Canada Fund (NBCF)

« Eligibility criteria expanded to include smaller scale highway and road
projects — minimum traffic volume thresholds either reduced (PTIC-
National Regional Projects) or eliminated (Small Communities Fund).

¢ Addition of new categories: tourism, culture, recreation, passenger
ferries services infrastructure, and civic assets and municipal buildings.

 Removal of the mandatory P3 screen.

¢ Federal cost-sharing increased to up to 50 per cent for disaster
mitigation projects and projects delivered as P3s (higher cost-share for
P3s applies only to future projects, with federal funding capped at 50
per cent for provincially owned highways and major roads, as well as
public transit, and 33 per cent for all other categories).

* Harmonizing eligible costs for P3 projects with the P3 Canada Fund to
reduce administrative confusion.
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Ministre de I'Infrastructure
et des Collectivités

Minister of Infrastructure
and Communities

Ottawa, Canada K1P 0B6

The Honourable Brad Duguid, M.P.P.

Minister of Economic Development, Employment and Infrastructure
Hearst Block

8th Floor

900 Bay St

Toronto ON M7A2E

Dear Minister Duguid:

This letter is a follow up to our conversation on April 7" regarding the federal government's
historic infrastructure investments outlined in Budget 2016. | am pleased to provide you with
details regarding Infrastructure Canada's (INFC) new programs related to public transit, water
and wastewater infrastructure that will be delivered via the provinces and territories. | am also
pleased to inform you of improvements to the 2014 New Building Canada Fund (NBCF).

As | am sure you agree, infrastructure is not an end in itself — it is the means with which we build
a more prosperous, inclusive and sustainable country. It goes beyond concrete and water pipes;
it is what allows Canadians to get to work on time and return home to their families faster at
night, it helps victims of domestic violence find shelter, and it provides facilities for kids to learn
and build the networks that will support them throughout their lives.

The 2016 budget announced an infrastructure plan that commits to smart, strategic investments
that will grow Canada’s economy and improve the lives of Canadians. Our plan will focus on
accelerating federal investments in the short term by providing funding for projects that
rehabilitate and modernize public infrastructure. We will achieve this by working collaboratively
with you and our municipal partners who are best placed to quickly identify their priorities for
funding. We will flow funds rapidly to ensure that projects can begin immediately. We will also
work in close partnership to reduce unnecessary administrative burden and streamline
approvals.

The Government of Canada has introduced the $3.4 billion Public Transit Infrastructure Fund
(PTIF) and the $2 billion Clean Water Wastewater Fund (CWWF) to encourage economic
growth and support sustainable, livable communities. These initiatives will lay the groundwork
for longer term, strategic investments in public transit and water/wastewater infrastructure that
will keep pace with the rapid growth of Canadian cities.

Under these programs, we would like to encourage a focus on projects that promote innovation,
optimization and rehabilitation of existing assets. These programs include new features based
on feedback that we have received from many of our partners. We have increased the federal
cost sharing and will now provide up to 50% of project eligible costs. Furthermore, project costs
will be considered eligible as of April 1, 2016 so work can begin immediately. We will continue to
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respect the existing accountability frameworks that all provinces and territories have in place to
ensure appropriate oversight of all taxpayer dollars.

The Public Transit Infrastructure Fund (PTIF)

The PTIF will primarily support investments that meet immediate public priorities including:
projects that improve the state of good repair of public transit, that support system optimization
and efficiency, increase asset management capacity, and design and planning for future
expansion of public transit systems. Effective use of innovative new technologies that can
unlock improved environmental benefits and projects that advance improvements in safety and
accessibility are also eligible. Projects for system expansion may be considered if they can be
completed within the program timeframe. We all know that to grow transit ridership, a multitude
of factors should be considered, and for that reason | would also encourage you to work with
municipalities and transit agencies to promote targeted investments in active transportation.

The PTIF allocation for Ontario is $1,486,680,000. The funding allocation is to be distributed so
that each recognized transit system receives a minimum base amount of $50,000 with the
remainder of the funds to be distributed based on overall ridership of each transit system. (See
Annex 1 for PTIF Allocation National Breakdown)

Clean Water Wastewater Fund (CWWF)
The CWWF will primarily focus investments on meeting immediate priorities for clean water and

wastewater to support a cleaner and healthier environment for communities. These include:

« the rehabilitation and optimization of water, storm water, and wastewater related
infrastructure;

« improvement of asset management approaches including studies and pilot projects;

« planning for future upgrades to wastewater treatment and collection infrastructure to
meet applicable regulatory requirements; and

e new construction projects, including the construction of naturalized systems for
management and treatment of wastewater and storm water may also be considered if
they can be completed within the program timeframe.

The CWWF allocation for Ontario is $569,642,062, (See Annex 2 for CWWF Allocation National
Breakdown})

2014 New Building Canada Fund

In addition to these new programs, | am pleased to inform you that we have improved the 2014
New Building Canada Fund (NBCF) to provide provinces and territories greater flexibility to
commit all remaining funding within the next two years (by March 2018). | have heard from you
and many of your colleagues about your concerns with how the previous government designed
the NBCF and as part of our commitment to ensuring the programs work for Canadians, we
have made the following changes:

+ Removal of the mandatory P3 screen across NBCF;
+ Under the Provincial Territorial Infrastructure Component (PTIC):

- Modifying the Highways and Roads category to reduce (PTIC-National Regional
Program) or eliminate (PTIC-Small Communities Fund) minimum traffic volume
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thresholds in order to reflect varying needs in provinces and communities across
Canada;

- Adding five new categories, Tourism, Culture, Recreation, Passenger Ferries
Services Infrastructure, and Civic Assets and Municipal Buildings;

- Adjusting specific cost sharing requirements for future projects delivered as P3s is
removed so federal funding share can be higher (up to one-third or 50 % depending
on the category);

- Aligning eligible cost for P3 projects with the P3 Canada Fund - this will eliminate
administrative confusion;

- Adjusting the cost sharing for disaster mitigation projects — in recognition that a
number of significant disaster mitigation assets in Canada are provincially owned,
federal funding can now be up to 50%.

Budget 2016 also announced funding for local governments to support stronger stewardship
through asset management planning activities and climate change resilience investments. The
following two programs will be managed by the Federation of Canadian Municipalities to provide
funding for capacity building directly to municipalities:

« $50 million to increase municipal capacity for asset management, including funding to
develop and implement infrastructure asset management planning practices and support
more reliable and comprehensive data collection on infrastructure assets; and

s $75 milion to support enhanced municipal planning for climate change resilience,
including funding to support municipal projects to identify and implement greenhouse
gas reduction opportunities, assess local climate risks, and integrate climate change
impacts into asset management planning practices.

Our government has placed a strong focus on outcomes and resuits. Through the new transit
funding, we are aiming to improve the reliability, efficiency, safety and accessibility of public
transit systems and support municipalities to plan and be better prepared for future system
improvements. Under the new clean water and wastewater funding, we are seeking to improve
the reliability of drinking water, wastewater and storm water systems and to encourage
municipalities to have plans in place that include innovative approaches and that are aimed at
meeting applicable water quality guidelines and wastewater regulations.

We are committed to publicly reporting on the progress under these programs to demonstrate
we are achieving the results that Canadians expect and deserve. We will need to work together
in order to provide timely reports to Canadians on the results achieved through our collective
investments in infrastructure. For example, a priority under the new programs is extending the
useful life of existing infrastructure assets. We plan to work collaboratively to ensure that we
have an effective way to measure and report on this and other key outcomes and results of
these programs.

Finally, as you know, our government is committed to accountability. This means that we need
to ensure that federal funding is incremental to existing provincial, territorial and municipal
planned investments. We will need to work together to develop appropriate measures for
incrementality and report on how projects have been accelerated and investments have
increased through these programs.



Our goai is to advance the PTIF and CWWF programs and continue our efforts under NBCF as
quickly as possible so that these infrastructure investments can begin to contribute to economic
growth and support sustainable, livable communities. It is clear that partnership will be key to
our success and an efficient governance structure will have to be established to ensure
adequate monitoring and robust communication between our respective organizations. As
such, my officials will be in contact with your officials to establish next steps and launch
discussions so that we may quickly conclude negotiations of the bilateral agreements.

| want to extend my appreciation to you for your continued support in the implementation of
these initiatives. | look forward to our continued collaboration in support of infrastructure
investments through these existing and new programs.

Yours sincerely,

Q. oh

Amarjeet Sohi, P.C., M.P.
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Federal Funding Details - Criteria and New Programs
(released April 26, 2016, in letter from Minister Sohi to Provinces)

General Criteria for all Funding Noted in Minister Sohi’s Letter:
- Rehabilitate and modernize public infrastructure
- Encourage economic growth
- Support sustainable livable communities
- Innovation, optimization and rehabilitation of existing assets
- Extending useful life of infrastructure assets
- Federal funding should be incremental to existing funding
- Accountability and performance measurement program being developed
- Details are related to Phase 1 of the funding, it is not clear if the same programs and criteria will continue
into Phase 2

Specific Programs:
Public Transit Infrastructure Fund (PTIF}
- Each recognized transit system will receive a $50k base amount, with additional funding pro-rated based
on ridership (about $1.5 billion total for Ontario)
— Aims to support state of good repair, system optimization, asset management capacity, planning for
expansion and innovation to improve the environment, safety and accessibility

Clean Water Wastewater Fund (CWWHF)
- Each Province to receive $50 million base amount, with the remainder pro-rated by population (about $570
million total for Ontaric). To be distributed by the Provinces but unclear what that mechanism will look like
- Supports water, storm water and wastewater related projects to improve reliability of systems
- Aims to support rehabilitation of infrastructure, asset management studies, planning for future upgrades,
and new construction of naturalized systems

Asset Management Capacity
- $50 million to be administered by FCM
- Aims to develop and implement AM planning practices and support data collection

Climate Change Resilience
- $75 million to be administered by FCM

- Support to identify and implement greenhouse gas reduction opportunities, assess local risks and integrate
climate change into asset management planning

New Building Canada Fund (NBCF) — Provincial-Territorial Infrastructure Component (PTIC)
- There has been no formal application process for this funding in Ontario
- No new funding available, but changes to requirements and process to allow existing funding to flow faster
- These 5 new categories added:

e Tourism

s Culture

s Recreation

s Passenger ferries

e Civic assets and municipal buildings
|

n addition to the following which were already eligible:
Highways and major roads

Public transit

Connectivity and broadband

Drinking water

Wastewater

Solid waste management

Green energy

innovation

Brownfield redevelopment

Disaster mitigation infrastructure

Local and regional airports

Short-line rail

Short-sea shipping

Northern infrastructure (applies to Yukon, Nunavut and Northwest Territories only)
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