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TO: GENERAL COMMITTEE  

SUBJECT: Public Private Partnership (P3) Transit Service Delivery  

PREPARED BY AND KEY 
CONTACT: 

Dan Burton, Manager of Facility Planning & Development Ext. 4352 
George Kaveckas, Manager of Transit  

SUBMITTED BY: B. Roth, Director of Leisure, Transit and Facilities 

GENERAL MANAGER 
APPROVAL: 

J. Sales, General Manager of Community Operations 

CHIEF ADMINISTRATIVE 
OFFICER APPROVAL: 

JON M. BABULIC, CHIEF ADMINISTRATIVE OFFICER 

  
RECOMMENDED MOTION 

1. That the public private partnership model of Design, Build, Finance, plus Operate and Maintain 
(DBF+OM) including a performance-based contract be approved for the delivery of Barrie Transit 
Services, to enable the City of Barrie to achieve the transit investment benefits of enhanced 
customer service, improved fleet maintenance, appropriate transit supportive infrastructure and the 
provision of a competitive operating and maintenance contract procurement process, in the 
development of a City of Barrie owned bus garage facility for Barrie Transit. 

 
2. That the Mayor and City Clerk be authorized to execute an agreement to the satisfaction of the 

Director of Legal Services and the Director of Leisure, Transit and Facilities Department with P3 
Canada for the procurement process of a Design, Build, Finance, plus Operate and Maintain 
(DBF+OM) delivery model for Barrie Transit to access P3 Canada’s expertise and eligible funding 
contribution to the project. 

 
3. That this report be accepted as the business case required by Motion 11-G-072 concerning the 

2011 Business Plan and that capital spending up to $20,460,000 be approved in accordance with 
the financing plan presented in this report consisting of $2,270,902 Development Charges; 
$4,297,483 P3 Canada Grant(net); and Debt Financing $13,891,615. 

PURPOSE & BACKGROUND 

Purpose 
 

4. The purpose of this report is to Seek Council’s: 
 
 Approval of Public/Private Partnership Model DBF+OM, and the principle of a 

performance-based contract 
 Authorization to Negotiate & Enter into Agreement with P3 Canada 
 Project Spending Approval for Transit Garage Construction Project  

Background 

5. Commencing in 2005 a series of studies have been undertaken with respect to the delivery of 
Transit Services for the City of Barrie as outlined below.  A summary of these reports is available as 
Appendix “A”. 
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Barrie Transit Facility Study 

6. In 2005, a study was completed for the City of Barrie with respect to the construction of a garage for 
the storage and maintenance of the City’s public transit fleet.  The study, known as the “Barrie 
Transit Facility Study” (IBI Group, 2005), concluded that a new City-owned facility was required.  

Barrie Transit Strategic Operating Study 

7. The 2009 Barrie Transit Strategic Operating Study (ENTRA Consultants) provided a five (5) year 
plan to address routes and services, fare structure and payment options, and a financial plan along 
with a review of organizational structure and service delivery options for Barrie Transit and BACTS 
with a primary focus on fixed route services. Most significantly the study provided recommended 
service standards as per Appendix “B”.  These have not yet been adopted by Council. 

 
8. The need for a City-owned bus garage was recommended in the “Barrie Transit Strategic Operating 

Study” (Entra, 2009), it stated: “Construction of an operations and maintenance facility at 133 
Welham Road is recommended to enhance ownership and accountability of fleet maintenance, 
enable competitive bidding and provide appropriate transit supportive infrastructure.”  

 
Request for Information Shows Strong Private Sector Interest 

9. A Request for Information (RFI) was issued in May 2010.  Its purpose was to obtain further private 
sector input on the delivery of transit services in the City and determine how best to package 
various elements, including bus operations, bus maintenance, facility renovation and maintenance, 
and service planning.  After reviewing the submissions, staff reached the following conclusions: 

a) There is significant private sector interest in all of the elements identified in the RFI.  It is 
likely that proposals would be received from individual companies and consortia of 
companies to perform the work; 

b) Bus operations and maintenance, and the design, build, finance, operation and maintenance 
of the bus storage and maintenance facility elements are best combined into a single 
procurement initiative; 

c) It is recommended that the service planning element not be included with the other elements 
in a single RFP because to do so would violate the principle that bus operations and 
maintenance, and service planning should not be the responsibility of the same contractor.  
To do so would create a conflict of interest because the same entity would be responsible for 
determining service hours (i.e. billable hours) and operating the services.  The accepted best 
practice in North America is to separate the operations and maintenance element from the 
service planning element; 

d) The combining of bus operations and maintenance, and the design, build, finance, operation 
and maintenance of the bus storage and maintenance facility elements into a single RFP will 
necessitate a long term contract of up to twenty years.  This would be necessary to 
accommodate a reasonable payment schedule for the City for the bus storage and 
maintenance facility.  (Under this scenario, the private sector would finance the renovation of 
the garage, however, it would be owned by the City.); and 

e) With such a contract, the hourly rates (i.e. for the Barrie Transit and BACTS services) would 
be adjusted annually based on the appropriate Consumer Price Index (CPI).  Every five 
years, the rates would be renegotiated and benchmarked against other transit systems to 
ensure reasonableness.   
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10. In January, 2010, discussions commenced with both Infrastructure Ontario (IO) and P3 Canada, 

agencies of the provincial and federal governments, respectively, concerning their possible 
participation in a Public Private Partnership approach to delivering this service.  

 
11. Infrastructure Ontario’s role would have been to assist in procuring a private sector partner for such 

a project. However, they subsequently declined to participate, citing that the project’s scale is far 
smaller than what they would normally handle. 

 
12. P3 Canada expressed an interest in considering such a project under their funding program which 

provides up to 25% of the eligible project costs subject to a number of conditions being met. 
 

P3 Canada Fund Program 

13. On June 28, 2010 motion 10-G-285 authorized staff to submit a funding application to P3 Canada, 
and to retain from KPMG a business case for the project.  The application process consisted of two 
separate submissions which have received initial review by P3 Canada, through the P3 Canada 
Fund Program. P3 Canada continues to move forward through its comprehensive assessment 
review of the project in preparation for its June 2011 board meeting.  

14. In meeting the application requirements KPMG prepared three reports: 
 

a) Qualitative Assessment Report 
 

This report assessed the suitability of a P3 process for the Barrie Transit system utilizing a 
variety of means including a compatibility study and the determination of P3 structures most 
appropriate to Barrie’s situation, attached as Appendix “C”, as well as the development of a 
project governance structure as outlined in Appendix “D”.  It concluded that a P3 model was a 
feasible method for delivering this project. 

 
b) Value For Money Report  
 

This report provided an analysis of potential cost savings utilizing a P3 delivery model, based 
on a “Shadow Bid” as compared to a traditional procurement process, described as the 
“Public Sector Comparator”. The value for money “VFM” is the difference between the cost 
(capital cost of the building, maintenance and rehabilitation costs of the building, operating 
and maintenance costs of the buses and retained risks costs) of delivering the Transit 
Garage and Transit operating and maintenance contract via traditional procurement and a 
P3.  The results are summarized in the Analysis section and projected operating estimates 
from this report are used in the operating budget overview in the Financial section of this 
report. 

 
A P3 approach would help introduce new performance-based contract terms and would make 
the project eligible for funds from the federal government designed to promote P3 initiatives. 

 
c) Procurement Plan 
 

This document presented as Appendix “E”, was prepared to provide a plan for the 
procurement process of a P3 delivery model that would ensure a fair, transparent and 
competitive process to achieve best value for the City of Barrie.                  
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15. There have been a number of meetings between City staff and P3 Canada staff to review the 
application requirements and merits of Barrie’s potential project. P3 Canada staff met with Mayor 
Lehman April 28, 2011 as part of these discussions. P3 Canada staff has advised that their board is 
expected to review Barrie’s application to approve or reject it at their meeting in June 2011. 

Current Status of Barrie Transit 

16. Barrie Transit consists of two service areas being conventional and specialized transit servicing 
2.6M passengers annually. The service levels, oversight, route planning & schedules, fare rates, 
capital planning (vehicle acquisitions and buildings), contract procurement and management, and 
Transit Terminal facility maintenance are the direct responsibility of the City of Barrie.  

 
17. The City’s primary administrative responsibility for transit services lies within the Leisure, Transit 

and Facilities Department. There is a current complement of three full time staff consisting of a 
Manager and two coordinators, one assigned to conventional transit and one to specialized transit 
(BACTS). 

 
18. The system consists of 40 conventional buses and 13 specialized buses with a replacement value 

of $20.5M, a 25,000 sq.ft Transit Terminal valued at $ 8.2M, and a 90,000 sq.ft vacant building for 
future conversion into a transit garage on 11 acres at 133 Welham Road purchased for $5.3M. 

 
19. The City contracts the transit operating and maintenance delivery aspects of the service to the 

private sector. Currently the private contractor is First Canada (formerly Greyhound Canada/PMCL) 
which has held the contract for the past 20 years. They operate locally from 85 Brock Street where 
they have administrative space along with seven (7) maintenance bays with space for 13 vehicles. 
The exterior lot provides for fuelling and outside storage of up to 60 vehicles. The annual value of 
this contract is $12M in 2011. 

 
ANALYSIS 

Growth Implications on Transit Services 

20. Public transit will continue to grow in importance as the City’s development continues to evolve, a 
point that is reinforced in the City’s new Official Plan.  In keeping with provincial land use policies, 
the City has designated several intensification nodes and corridors which will result in higher 
population and employment densities throughout the City.  This type of development will require 
significant growth in the use of public transit relative to private automobiles and a more balanced 
transportation system overall.   

 
21. The City’s Growth Management Study will incorporate the City’s future transit service needs. 

However, there are also potential partnership opportunities, within the region, as neighbouring 
municipalities grow and may wish to explore transit service agreements with the City of Barrie.  

 
22. To meet the City of Barrie’s anticipated growth demands for transit service the fleet will need to 

expand from its current 53 vehicles to an estimated 80 vehicles in the next 15 years to a possible 
120 vehicles by 2035. 
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Factors Influencing Service Performance  

Clear Financial & Non-Financial Service Targets 

23. In 2008 the City conducted a resident satisfaction survey on City services through Environics which 
indicated that public transit was a service of high importance but with low satisfaction scores.  The 
primary reasons for low satisfaction, as cited in the survey results, were: 

• Poor schedule including frequency of stops and poor routes (lack of direct routes – too 
many connections); 

• No service in area and to destinations; 

• Late arrivals, not on schedule, not reliable; 

• Poor hours of operation, limited evening and weekend schedule. 

24. These issues along with others relate to the need for a performance based operating contract to 
clearly establish the City’s expectations for defined service levels using key performance indicators 
along with close monitoring of the contractor by the City. The current contract does not include 
performance measures. 

 
25. In 2009 Don Gordon, Contract Transit Specialist, was engaged to review and recommend potential 

transit performance standards that could be considered for the future implementation of a 
performance based contract.  A Transit Performance Standards Matrix is provided as Appendix “F”. 

 
26. Staff will prepare a separate comprehensive report on the details of a performance based contract 

to deliver Transit Services for General Committee’s consideration in the near future. 
 

27. In order for a service contractor to realistically achieve some of these performance standards and 
enable future growth of the system, it is apparent that a dedicated transit operating and 
maintenance facility owned by the City is required. 

Dedicated & Properly Equipped Transit Maintenance Facility 

28. As noted in the IBI and Entra studies referenced earlier, there is a major weakness in the current 
contracting arrangement for transit services that must be remedied.  The current approach requires 
private sector proponents to provide the bus garage where the vehicles are stored and maintained.  
Because of the difficulties companies have in locating and purchasing (or leasing) suitable 
properties for this purpose, the number of actual contract bidders has historically been severely 
reduced.  Matters such as property location, size and zoning, as well as the need for a building that 
can be used for bus maintenance purposes, are all critical success factors.  

 
29. The desired result is to have a competitive procurement exercise in which multiple proponents bid 

on the transit operations and maintenance contract.  It is felt the best way to achieve this is by 
removing the bus garage from the equation and have it provided by the City.  This approach has 
been used elsewhere in North America, including York Region, and is considered by many transit 
experts to be a best practice.  If this is not done, the significant competitive advantage enjoyed by 
the current contractor will continue.  
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30. The absence of a proper bus storage and maintenance facility also has a significant negative 

impact on the overall quality of transit services provided, including: 

• When buses are stored outside, bus components such as doors and wheelchair ramps 
can freeze on cold winter nights.  This is not the case with indoor bus storage and there 
is far less likelihood of a shortage of buses for morning service; 

• Buses are not always clean when they go into morning service after being stored outside.  
Again, on cold winter nights, it is not always possible to wash buses if they have to be 
stored outside; 

• Buses are not always warm for passengers, particularly first thing in the morning, 
because they are stored outside at below freezing temperatures.  Buses stored outside 
take far longer to warm-up; 

• The existing facility is not adequately equipped to maintain buses with a lack in the 
proper number of maintenance bays with lifts and other equipment;  

• Limits the ability of buses to achieve vehicle lifecycles (12 years) and negates the 
opportunity to do major overhauls to extend vehicle life to 18 years of service; and 

• Service reliability is compromised with the lack of proper bus storage and maintenance 
facilities, which is likely to result in more frequent vehicle breakdowns. 

• Numerous complaints have been received by the staff over the years from the residents 
on Seaforth Street regarding the noise and emissions from overnight bus idling 

31. The development of a purpose-built bus storage and maintenance garage will also have a 
significant beneficial impact on the environment, notably during cold winter months.  With the Barrie 
Transit fleet stored outside, it is often necessary to start the buses several hours ahead of 
departure for morning service and idle the engines during this period.  This is done to ensure the 
buses will be fully operational for morning service and will have acceptable interior temperatures for 
customers.  Such idling of buses overnight will not be necessary with the provision of an indoor 
storage facility. It is estimated that greenhouse gas emissions (CO2) will be reduced by 
approximately 192,000 kg. each year or the equivalent of emissions from 40 cars as a result.  It is 
also safe to say that there will be annual cost savings in fuel (approximately $80,000 in 2011 
dollars) and labour costs on an annual basis.  These are costs that are built in to the existing 
contract that would no longer be incurred by the City with indoor storage.   

 
32. In 2008 the City purchased 133 Welham Road (located in an industrial area of the City), the former 

Chubb plant, at a cost of $5.3M for the purpose of converting the 90,000 sqft building into a transit 
operating and maintenance facility to accommodate up to 80 vehicles for indoor storage with the 
potential for future expansion up to 120 vehicles. 

 
33. To address the service performance barriers it is evident that the operating and maintenance 

service contract must contain performance based criteria clearly measured through key 
performance indicators. In order to ultimately achieve such a contract the bidding process must be 
open to competitive forces that create an equal opportunity or a “level playing field” for bidders.  As 
noted from the City’s Public Private Partnership Request for Information initiative, there is 
significant private sector interest in this approach, which is best accomplished with the City owning 
a transit facility thereby allowing the bidders to focus on the service delivery. 
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34. Ownership of both the fleet and the operating and maintenance facility ensures that the City retains 

control of the major system assets, while leveraging the advantages of private sector operating 
expertise.  

Service Delivery Models 
 

Status Quo 
 
35. The existing transit service model for Barrie is cost effective. However, it lacks performance based 

criteria resulting in lower service quality than desired, provides inadequate indoor vehicle storage 
and associated disadvantages to vehicle service, cleanliness and lifecycles, with the added 
environmental costs of wasted fuel and CO2 emissions. There is no capacity for system growth or 
the opportunity for competitive bids on the operating and maintenance service contract. 
 

 
Public Sector Fully Owned & Operated  

 
36. The majority of public transit systems are fully owned and operated by a public corporation most 

often the municipality, regional government or third party transit authority. For the purposes of the 
P3 model review process undertaken by KPMG, this model is referred to as the Public Sector 
Comparator (PSC) within the Value For Money Report.  

 
37. Although this model of service delivery provides the municipality with full control of service delivery 

it also keeps all associated risks with the municipality. It is generally the most expensive method 
given the higher labour costs usually associated with the public sector. In Barrie’s case, this model 
is estimated to increase the labour costs by in excess of $1M. 

 
Public Private Partnership 

38. The public private partnership model of service delivery can take many forms. As part of the 
Qualitative Assessment Report prepared by KPMG there were fourteen (14) models evaluated. 
This report concluded that the proposed Barrie Transit project to develop a transit facility and 
procure a performance based operating and maintenance service contract is compatible with a 
public private partnership delivery method. 

 
39. It further determined that only by including the O&M (Operating & Maintenance) contract does the 

project become sufficient size to generate Value For  Money.  In other words the development of 
the transit facility by itself does not generate a cost advantage using a P3 process.  

 
40. Three P3 structures (see Appendix C) were determined to be the most applicable for the proposed 

Barrie project: 
 

 Design-Build-Finance(long-term)-Operate-Maintain (DBFOM) 
 Design-Build-Finance(short-term)-Operate-Maintain (DBF+OM) 
 Design-Build + Operate-Maintain (DB+OM) 

 
41. Of these three structures, DB+OM did not receive further consideration, primarily due to the noted 

disadvantage of potential operational conflicts between the City and the fleet operator. 
 
42. The remaining two models, DBFOM and DBF+OM, were then assessed by KPMG within the Value 

For Money Report. The VFM assessment compares a Public Sector Comparator (PSC) with 
Shadow Bids (SB) using a Net Present Value approach. 
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43. The VFM assessment indicated that this project using the P3 structures of DBFOM and DBF+OM 

would yield savings ranging from 10.28% to 10.55% respectively as noted in Appendix “G”. In 
addition it calculated these savings to increase to 11.49% to 11.66% using the capital costs 
contribution available through the P3 Canada Fund Program. 
 

44. The VFM assessment also incorporated a comprehensive review of “Risk Identification and 
Allocation” which identified the various risks associated with four project delivery models and 
allocated those risks between the public and private sectors accordingly. This information is 
presented as Appendix “H”. 

 
45. In summary the reports prepared by KPMG as part of the P3 Canada Fund Program application for 

the proposed Barrie Transit project to develop a transit facility and procure a performance based 
operating and maintenance contract determined that: 

 
• The project is compatible to a P3 method of delivery 
• There is value for money if the operating and maintenance contract is included 
• DBF(short-term) + OM is the most efficient/effective means to achieve the City’s 

objectives of a competitive bid, performance based contract, growth capacity, leveraging 
private sector innovation and risk transfer from the City 

• Capital project costs to the City can be reduced using the P3 Canada Fund Program 
 

46. P3 Canada required the provision of a project governance structure to manage this project in the 
most effective manner clearly outlining the roles and responsibilities of all parties and a 
procurement plan that would ensure a fair, transparent and competitive process to achieve best 
value for the City of Barrie. 

 
47. The P3 delivery model can best be viewed as an “enabler” towards the City taking the significant 

next step in the evolution of the City’s transit system. It will enable: 
 

• Private sector innovation to be leveraged to attain an integral system component in the 
acquisition of the transit operating and maintenance facility, while transferring project risk 

• The creation of an open, fair and competitive bid process  
• The implementation of a performance based operating and maintenance contract 
• The system to meet future growth demands 

The end result equals transit service investment benefits culminating in the provision of quality 
customer service to Barrie Transit users. 

P3 Canada Fund Program Agreement 

48. As previously noted, if the City of Barrie’s application for project funding to implement the P3 model 
of DBF+OM to P3 Canada Fund Program is approved in June 2011, it will provide up to 25 % 
funding on eligible capital costs related to the project.  

 
49. Conditions within the agreement require the City to provide specific resources including external 

legal and financial consultants, a fairness monitor, and a dedicated project manager. These are 
estimated to cost $870,000. 

50. With the exception of the external legal consultants, all resources are considered to be integral to 
the capital project and thus are eligible costs for the 25% funding. 

 
51. The total net benefit of the P3 Canada Fund Program as described in the Financial section of this 

report is $4.3M. 
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52. The implementation of a P3 DBF+OM is a complex process consisting of many steps in the 

formulation of a project schedule. Subject to project approval by Council and P3 Canada the current 
proposed project timelines are as follows: 

 
• June, 2011 –  Approval or rejection by P3 Canada Board,  

• Sept, 2011 –  Staff report to seek approval of Performance Based Contract requirements 
within the DBF+OM model of P3 delivery 

• Sept-Oct, 2011 –  Staff report to seek 3 (Jan.2012 to Dec. 2014) year contract extension 
for existing Barrie Transit operating and maintenance contract while new project is under 
development; 

• November, 2011 –  Award of Financial Advisor, Project Manager and Fairness Monitor; 

• December 2011 –  Release of Request for Pre-Qualifications (RFPQ) for Barrie Transit 
project (including both operations and maintenance contract and bus garage); 

• March 2012 –  RFPQ closes; 

• March 2012 –  Evaluate and short- list proponents for project;  

• April 2012 – Release Request for Proposals to short-listed proponents; 

• August 2012 – Close RFP and evaluate with staff report to City Council recommending 
preferred proponent for Barrie Transit project; 

• November 2012 – Contract(s) with preferred proponent signed; 

• January 2013 – Commencement of Design; 

• August 2013 – Construction of bus garage begins; 

• November 2014 – Construction completed and bus operations and maintenance 
contractor moves into new bus garage; and 

• January 2015 – New performance based operations and maintenance contract begins. 

 

ENVIRONMENTAL MATTERS 

53. The transportation sector accounts for 30% of Canada’s greenhouse gas emissions and passenger 
vehicles are the highest contributors with 70% of total vehicle emissions.  Providing public transit 
service as an alternative to private passenger vehicle use will result in fewer private vehicle trips, 
and less congestion resulting in reduced greenhouse gas emissions. 

 
54. The recommendation to provide a transit garage facility will reduce CO2 emissions by 192,000 kg 

annually due to the elimination of overnight winter idling of busses stored outside. This will also 
reduce vehicle fuel consumed by approximately 80,000 litres. 
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ALTERNATIVES 

55. There are alternatives available for consideration by General Committee: 
 

Alternative #1 General Committee could direct staff to abandon the P3 project (DBF+OM) 
to develop a City-owned bus storage and maintenance facility and procure 
a performance based operating and maintenance contract and remain with 
the status quo. 

An RFP would be issued for the operations and maintenance contract only 
as is the current practice. 

This alternative is not recommended because it would perpetuate the 
significant bid advantage of the existing private sector service provider 
compromising the competitive procurement process and most importantly 
not achieve the desired improvements in transit service quality or enable 
future growth of the transit system. 

Alternative #2 General Committee could choose to construct a City-owned bus storage 
and maintenance facility on its own accord and bring in-house the 
operations and maintenance of the system as the majority of transit 
systems are operated.  

This alternative would provide the City with full control, however, given the 
traditionally higher system operating costs associated with this delivery 
model it is not recommended. 

Alternative #3 General Committee could choose to construct a City-owned bus storage 
and maintenance facility on its own accord (traditional build process) and 
procure a performance based operating and maintenance contract. This 
would provide all of the required elements towards the desired 
improvements to the transit system.  

This alternative is not recommended as it could potentially lead to 
operational conflicts between the City and the fleet operator and with the 
availability of the P3 Canada Fund Program’s contribution of 25% of 
eligible capital costs, the City can yield a net savings of $4,297,483 if the 
City’s application is successful. 

FINANCIAL 

 
56. The adoption of the proposed P3 model (DBF+OM) will have a financial impact for both capital and 

operating expenditures.  Each is discussed in detail below:  
 

Capital 

57. The Transit Garage project to date has effectively unfolded in two phases.  While Phase I and II are 
accounted for separately and 3 years apart, they are in substance the same project.  
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Phase I 
 

58. The first phase, consisting of the purchase of the building and property at 133 Welham Road and 
initial design for conversion, was completed at a total cost of $6,362,406.  The budget for Phase I 
was $9,100,000.  To date, funding in the amount of $3,369,871 has been applied to Phase I.  The 
remaining balance of $2,992,534 will be included in the aggregate debt financing for Phases I and 
II.  Approved debt financing for Phase I alone was $7,992,806, none of which has been issued to 
date. 
 
Phase II 
        

59. The second phase of the Transit Garage project, consisting of the facility renovation, has estimated 
costs of $20,460,000.  These funds are included in the approved 2011-2014 Capital Plan.  
$250,000 is included in 2011 for planning and consultation with the balance of $20,210,000 
included in 2012 for construction.  The overall funding breakdown as presented in the Capital Plan 
is as follows: 

 
Funding Source Amount 

DCA 2,270,902 
Grants 2,173,634 
Other  4,857,842 
Debentures 11,157,622 
Total 20,460,000 

 
60. Funding from Provincial grants of $2,173,634 was fully utilized in Phase I and is not available for 

Phase II as shown in the Capital Plan.   
 
61. Other funding in the amount of $4,857,842 relates to Provincial Gas Tax funds.  This amount was 

planned as a funding source for the Transit Garage at a time when the Provincial 1/3 Bus 
Replacement Program was in place.  With the discontinuation of this program, the City has turned 
to its Provincial Gas Tax reserve to fund bus replacements.  As a result, the reserve is no longer 
adequate to serve as a funding source for this project. 

 
62. The Capital Plan does not include potential funding from the P3 Canada Fund Program which 

would provide up to 25% funding on eligible project costs if the City’s application is approved.  
Should the City’s application be successful, staff anticipate the gross eligible costs which could be 
recovered under this program would total approximately $5,167,483.  However, approximately 
$870,000 in incremental transaction costs would be incurred to access these funds.  Therefore, the 
net benefit to the project would be $4,297,483. Any funding received from this program would 
reduce the debt financing requirements for Phase II. 

 
63. A revised overall funding breakdown for Phase II is presented below.  The breakdown reflects the 

following key changes: 
 

I. Increased use of debt financing in Phase II resultant from the use of $2,173,634 in Provincial 
grants in Phase I, 

II. Increased use of debt financing to make up for the $4,857,842 Provincial Gas Tax reserves 
which have become unavailable, and   

III. Assumes the City will be successful in its application for P3 Canada funding.        
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Funding Source Amount 
DCA  2,270,902 
P3 Canada Grant (net)  4,297,483 
Debentures 13,891,615 
Total 20,460,000 

  
 
64. The overall total project debt financing implications of pursuing the proposed P3 model and a 

successful P3 Canada application is as follows: 
 

Debenture plan as originally anticipated:   
Approved debenture for Phase I   7,992,806  
Planned debenture for Phase II (Capital Plan) 11,157,622  
Total debentures under original plan 19,150,428  

  Revised debenture plan adjusted for new information:   
Debenture to close Phase I   2,992,534  
Planned debenture for Phase II (Capital Plan) 11,157,622  
Additional debenture required in Phase II     7,031,476 
Total debentures under revised plan without P3 Canada funding 21,181,632 
P3 Canada funding (assuming successful application) (4,297,483) 
Total debentures under revised plan with P3 Canada funding 16,884,149  

  Anticipated reduction in debenture requirement ($)   2,266,279  
Anticipated reduction in debenture requirement (%) 12% 

    
65. In summary, the original plan called for $19,150,428 to be funded through debentures.  The revised 

plan would see a reduction of $2,266,279 to this amount resulting in actual debt financing of 
$16,884,149.  This 12% reduction would be achieved by the $2,737,594 budget underspend from 
Phase I and the use of $4,297,483 in net funding from P3 Canada (assuming successful 
application). 

 
66. Finally, the issuance of debt in relation to the project would occur one year later (in 2015) than 

indicated in the Capital Plan.  This is resultant from the increased time required to facilitate the P3 
Canada application process. 

 
 
Operating 

67. The proposed P3 model will have an incremental impact on operating costs in four areas (see 
below).  The discussion in each area references projected operating costs as presented in the VFM 
report prepared by KPMG on behalf of the City for submission to P3 Canada as part of the P3 
Canada grant application process.  These amounts represent the present value of operating costs 
to be incurred over the next 20 years; however the City will also consider a 10 year plan. 
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I. Facility maintenance and rehabilitation 
 
II. Transit operating and fleet maintenance contract 

 
III. Servicing of new debt 

 
IV. New and/or enhanced revenue streams 

 
Facility maintenance and rehabilitation 
 
68. Under the current agreement, the City does not own the transit garage facility and therefore, did not 

incur the initial capital outlay for the land, building, and equipment.  Actually, these capital costs are 
built into the fee paid to the O&M contractor with some amount for profit.  The additional costs to 
operate, maintain, and rehabilitate this facility are presumed priced in to the contract.  The specific 
amount attributable to these costs is not known to the City. 

 
69. Under the proposed P3 model the City will own the facility and will be responsible for major 

rehabilitation costs.  Operation and maintenance costs will be the responsibility of the contractor to 
the extent specified in the contract.  Rehabilitation, operation and maintenance costs are 
anticipated to be $11,322,422 in total over the next 20yrs based on data from comparable facilities 
in other municipalities.   

 
70. Major rehabilitation costs account for approximately 50% of the $11,322,422 noted above.  While 

actual expenditures for these costs should be minimal in the near term due to the nature of the 
project (i.e. all major components will be practically new) the annual operating budget will include a 
contribution to reserves in anticipation of these future costs. 

Transit operating and fleet maintenance contract 
 
71. The City has always owned its transit fleet and used the services of a third party to operate and 

maintain the fleet.  Over the proposed twenty (20) year period these costs are anticipated to be 
$298,279,605 for transit O&M and $50,538,147 for fuel costs. 

 
72. Based on the results of the RFI, staff anticipate the introduction of a City owned transit garage will 

enable a competitive bid process for the fleet and facility operations and maintenance contract.  In 
general, this would result in lower costs to the City for such a contract.  However, the impact cannot 
be quantified at this time. 

 
73. The “Mayor’s Transit Vision” proposal related to changes in the routing system is under review and 

the subject of a future report. As such any associated cost has not been included in this report.  
 

Servicing new debt 

74. There are two debt servicing scenarios to consider under the revised debenture plan identified in 
the Capital section above.  Both scenarios assume a 10yr term at 3.81% (current Infrastructure 
Ontario rate on 10yr debentures): 
 
a. Total debt financing under a P3 model without P3 Canada funding would be $21,181,632.  

The annual operating budget impact related to the repayment of this debt would be 
$2,567,106 including principal and interest.  Total interest over the term of the debt would be 
$4,489,440. 
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b. Total debt financing under a P3 model with net P3 Canada funding of $4,297,483 would be 
$16,884,149.  The annual operating budget impact related to the repayment of this debt 
would be $2,046,274 including principal and interest.  Total interest over the term of the debt 
would be $3,578,590. 

New or enhanced revenue streams 
 
75. The City Transit service can pursue several initiatives to generate new revenue streams to offset 

the incremental costs of the P3 model and transit garage.  These include, but are not limited to: 
 
a. Temporary capital surcharge on transit fares to help pay for the transit garage, 
 
b. Increase ridership, or rates, or some combination thereof, 
 
c. Pursue regional partnerships with other communities. 

 
76. The impact of these options is unknown at this time.  As it will take time to build ridership through 

improved customer service and higher population densities, it is unlikely the first 3-5yrs will see any 
significant offsetting revenue streams. 

Operating Budget Summary 
 

 
77. The table below summarizes the anticipated operating cost under the P3 model as they would have 

impacted the 2010 results. As illustrated below, including the transit garage in the service model 
increases annual costs by approximately $1.2M. A new performance-based contract is likely to 
increase costs, but these can’t be quantified at this time. Actual costs for 2010 have been included 
for comparison.   

Transit service costs - 2010 Actual   

Transit service total expenditures in 2010 12,626,047  

  Transit service costs – Under proposed model   

Transit Admin & Other (Note 1)   1,403,703 

Interest on debentures (Note 2)      629,923  

Fleet Operations & Maintenance 10,596,629  

Facility Operations & Maintenance (Note 3)      169,443  

Facility Rehabilitation (Note 4)      336,664  

Fuel Surcharge      625,715 

Total  13,762,077  

  Principal repayment   1,416,351  

  NOTE 1 – 2010 Transit costs other than fleet operations, 
maintenance, and fuel. 

 NOTE 2 - $16,844,149 debenture at 3.81% over 10yrs, semi-
annual payment. 
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NOTE 3 – Estimated at 1.5% of the sum of fleet operations & 
maintenance plus fuel. 

 
  NOTE 4 – Contribution to reserve for future rehabilitation of major 
capital as it relates to the Transit Garage. 

  

78. In summary the operating budget under the recommended service delivery will be impacted by: 
 

• Increased building rehabilitation and maintenance costs of operating a garage facility, 
• Decreased debt financing than originally planned, and  
• Potential new revenue opportunities 

LINKAGE TO 2010-2014 COUNCIL STRATEGIC PLAN 

79. The recommendation(s) included in this Staff Report support the following goals identified in the 
2010-2014 City Council Strategic Plan: 

 Manage Growth and Protect the Environment  

 Strengthen Barrie’s Financial Condition 

 Improve and Expand Community Involvement and City Interactions 
 

80. To best meet the needs of a growing community focused on intensification, transit services will 
continue to grow in importance and users expectations for expanded transportation choices and 
improved services will be experienced.   

 
81. Transit service can have a positive impact on the reduction in the emissions of CO2 from private 

vehicles and from the elimination of winter idling of buses overnight as well as reduced fuel 
consumption. 

 
82. The procurement and implementation of a performance based transit operating contract for transit 

services, predicated on a City owned dedicated transit facility, will enable the City of Barrie to 
establish services levels that best meet the needs of its residents and customers, within the 
financial resources available. It will encourage fair and transparent competitive bidding for future 
transit contracts at best value to the City. 

 
83. With the ability to expand the fleet, new revenue opportunities can be explored in developing 

potential partnerships within the region and neighbouring municipalities for transit service 
agreements. 

 
84. Most importantly with all of the components in place to operate a modern transit system a customer 

service strategy can be developed to enhance transit customer experiences. 
 

85. The investment in and implementation of a P3 model for Transit Services can serve as a “template” 
for consideration where appropriate in the potential delivery of other municipal services.  
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Summary of 2009 Recommended Operating Study Recommended Transit Service and Performance 
Standards 
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TRANSIT PERFORMANCE STANDARDS MATRIX 
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