Councillor Adam Vaughan ' i# i
Toronto City Council
Trinity Spadina, Ward 20

February 6, 2012

Ulli Watkiss

City Clerk

Toronto City Hall

100 Queen St.W.
Toronto. ON M5H 2N2

Dear Ms. Watkiss,

I am submitting this Administrative Inquiry (under Municipal Code S27-61) to obtain information on a
number of consultants reports and studies commissioned by Toronto Transit Infrastructure Limited (TTIL)
and referenced as Appendices to the report titled " Toronto Transit: Back on Track.” It is my understanding
that TTIL President and CEO. Dr. Gordon Chong sent the report to Mayor Ford on January 20, 2012.

In response to Administrative Inquiry 1A1.8, received by City Council on May 17. 2011. City Manager
Joseph Pennachetti stated that "City staff are working with TTIL in the procurement and oversight of
consultants to be contracted for the preparation of a preliminary capital financing assessment of the
proposed subway initiative."

The specific reports and studies | request be released to City Council in their entire form are those
commissioned from KPMG and N. Barry Lyons.

These studies are referenced in the Toronto Transit: Back on Track appendices as:

10.8 Tax Increment financing Further Detail (from KPMG)
10.9 Summary of Delivery Models considered by KPMG
10.10 Property Values Near Higher Order Transit (from N.Barry Lyons)

Given the importance and complexity of this matter, | would appreciate the reports and studies be
distributed to City Council in their entire form.

Regards,
’: _; i 1
N LIy R S S
Councillor Adam Vaughan ,
100 Queen Street West
BINK CHOW ANGE KINNEAR JENNIFER CHAN Torente, ON WMSH 2N2

Phone
P i MIKE SCOTLAND REBECCA KEENAN councilion_vauchamatorontc ca
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. m* 10.8;:’T6X'T}G ement!ng Financing Fur

s, et NENUNG B ther Detail-

- - Infrastructure initiatives and stimulate economic development in designated geographic areas, This
. Binancing rechnique was. riginally used in California as a way to stimulate development in blighted

" been authorized in 49 of the 50 US states, T1Fs are much less prevalentin Canada,

ario, ‘with the Province only recently introducing them on a pilot basis for the

. lor ) 12 Sut d the West Don Landﬁv,rcdevelopméﬁt. TIFs

 work: byieveragmgfuturetax revenue increases to finance current infrastructure \pfbje'c\tisi tliroiigh the

* dedication of the incrementa tax revenue between the assessed value of designated areas (“TIF zones”)
" prior to the development and its assessed value after the developments are completed. By

. furure tax gains are leveraged to finance the present costs of eligible improvements in desig

particularly 0 d
. Toronto-York Spadina Subway Extension (“TYSSE") an

doing this,
nated areas, -

. For TIFs in the US, once a development plan has been identified tax values in the designated area
» are typically frozen at their current, “pre-developed” assessed valuation. Then, the local government

urisdiction (or a conduit issuer) will issue bonds backed by the security of ,‘fep@y;nengéfmm furure tax
revenues within that same designated area. The proceeds from the sale of those bonds are thenused o -
“help payforthemfrastructure improvements specificd in the approved plan. U@r}'cbmp!étiqn of these
- infrastructure improvements, tax values in the designated area are expected to rise due to increases in
the currenc value assessments of the properties within the area. Any increase in revenues, above the
predevelopment” assesed vlues, isdedicaed o paying down the debt seviceon the TIE bonds that
helped fnance the j tial 4¢velqpmen;‘ Upon repayment of thebonds, the 3"{{{?‘!‘?!‘“1 fevenues revert
“back to the traditional taxing entity. The City has developed 2 potential TIF scheme that may be used
 for'the Sheppa"'d Subway Extension project that is similar to ‘h*%?b,?i ng u?ed for theTYSSFUnder the -
City's scheme, it is assumed that the TIF zones will extend 800 metres (in all directions) from each of o
- the proposed stations n both the Sheppard and Eglinton lines thereby all incremental tax revenues
“collected in these corridors will be dedicated to funding the Project. A diagrammatic presentation of -

- the proposed TIF zones can b found below.
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As indicated by the graph above, the increment value available for funding the Project is determined by
the difference between the baseline CVA and any increase in assessed valuations in the TIF zone solely
attributable to the construction of the Eglinton-Scarborough Crosstown and Sheppard Extension lines.
The incremental CVA is made up of two components. each of which is highlighted in the estimate of
potential TIF revenues:

e the tax increment uplift in existing properry values; and _
s the tax increment from new development in the TIF zones that has been accelerated and presumed

to be incremental.

It is worth noting that the TIF scheme currently considered by the Cir:v is suf)tly, l‘uln i":f"orlz;:f}-;"
different than that of the rypical TIF that has been @plied in the US. Unlike typical (’;hb'l,"l} ; m; i ,:
<he baseline CVA is frozen at the “predevelopment” level (whk:h \‘vould be represc!'mewqfﬂ:@da;né:::a;
the graphic above rather than an upwa rd sloping line). the .Crxt}'s SL"ICan usesgt}xz L:g:,:i ineras
values that would have occurred without transit infrastructure asthe bhasciin p

ted from all growth above an established fixed. non-i :
the T1F revenues would depend on the excess growth beve

noreasing, bawline
wnd natural

in real cstate
LS T1Fs, revenues are gencra
whereas under the City’s scheme,

_gr{w»’lh. \



103, Summary of Delivery
. Table3s:

Summafy of Dehvery Models Consade:ed by KPMG
S - Summary of r}ehvey :

Models Conssdered by KPMG

s Pm;eczt Beszgn P

and Corastmctnoh . thm iLto dEﬁne prqiect

i fequuements. Private sector

iyt ll to deﬁne pro;ect
,,reqmrements anatesecmr

responnblefordesagn and . tesponsible fordesugn and
B e i construction. - . copstruction., - -
A !;»:; :eia ;as)‘rsfpr”, “ Provincial and Federal AR Provincial and Federal
‘ s p i “. fundmgalreadyidenhﬁed fundingalready;dennﬁed :
. B cae - andsale of Gity-owned -~ and sale of City-owned -
: S - ~ development rightsused development. rights used . -
e vy . tr.afundapomon of capital - - 16 funda portion ofcapnlal -
‘_ o expendltures expénditures. ‘
- Cnyr'TTIL to ISSUET": and - anatesector partner to -
D - DC bonds and use proceeds issue TIF and DC bonds
LI tafundanother pornon of . tofund another portion of and TIF and DC equity
' L] cap;tal gxpendltures capital expendntures - and use proceeds to fund
. - City/TTIL to secure further - - Private sector partner to raise 3nother portion of capital
funding from government - expenditures.

- financing for the remammg
. ccntﬂhumonsandiorother 'cap:tal costs R

:evenue tools to fund the

City/TTiL to secure further

- funding from government -
o ,contnbutlons andforcther
B revenue toolsto fund the
. femaining pomon of capltai
* expenditures¥ - -

Used as secunty for TIF and
- DC bonds issued by the Clty!
v TTII. S
. Revenues in excess of the TIF.
"~ and DCbond debt servnce
retum to the Cuty., :

- “Assigned” to private sector

forusein ransmg pnvate
;ﬁnancmg N

All TIF and DC revenues in

* excess of the debt service -
~.;,<_>bl|gat|onsme retained by ey
" the private sector partner, R

Avanlabnhty payments made
_to private partner for 30°

G ty/TT iL to secure further
funding from govemmem
‘contributions-and/or othe
" revenue tools to fund
e avaulablhty payments (if
2 excess TIF and DC vevenues
¢ arénot suFﬁcnent to cover :
payments) Fls

é! to pnvate;; §
__'cmg

~ Nonebeyondallowing .~ - - -
, ‘ ;?&puvalesectmtokeepe»ces T
: years followmg constructton ‘TlFand DCrevenugs* Vg

respoﬁs.ble for asset
‘maintenance and




If a '()}pic:a! US-style TIF scheme is used instead of the scheme currenily‘g:ph,sideréd by thé City, the!
‘amount of TIF revenues thar can be generated could be signiﬁy;gzntly "h_rig‘h‘e!’- :

: anntiﬁcation, of potential TIF revenues requires forecasts of real estate growth over the long rerm.

"Thefability}m? Orecast real estate growth in Toronto requires a specialized skill-ser. NBaﬂ‘y Lyons v

- Consultants Limited ("NBLC"), a multidisciplinary real estate consulting firm that focuses on markex .
- _research, urban planning, financial analysis and development management, as tasked with generating
. estimares for City-wide and corridor specific real estate growth. - B R ‘ :
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me 0. C,OOPS_!S and Lybrand 1991 Sheppard Subway
“Financing Study (Summary) «--

»

;- where the need for capital to construct

. infrastructure exceeds its ability to finance

. such expenditures in the traditional way.

-~ This study examines alternative funding

-~ sources for such infrastructure -

- improvements with the Sheppard Subway
. being used as the basis for developing the

~_concepts and as the basis for the analysis.

NON-TRADITIONAL REVENVE

~The need for new sources of revenue was
identified in a report by the Chief

- Administrative Officer on February 25,
1991, That report projected that an
verage of $125 million per annum js
equired over the next ten years from new
sources of revenue. - Subsequent analysis

ase 16 $150° millién. =77

report examines a number of new tax

. the concept of "Value Charges’,asa -
- major municipal financing instrument.
hich i the basis for this
the conclusion that three
“should be considered,

ion of the increase in .

e _‘;jiMeuéﬁoljtaﬁ Toronto has reached a stage

indicated this annual shortfall could

revenue sources but emphasis is placed on

rately and together, as an alternative -

real estate value attributable to
infrastructure creation. These
- charges fall into two groups:

(a)  Charges that apply to the areas
adjacent to the proposed
Sheppard Subway, and

(b)  Charges that apply to the areas
- adjacent to the existing transit
lines.

2. An Auto Licensing Charge which is a
charge based on the benefit enjoyed
by road users in Metro when traffic is

- diverted from the roads onto the
transit system.

3.- Development Charges which apply
- Metro wide to new development and
__ Which are designed to finance the. .
- required general upgrading of
~. infrastructure that is. required as
- Metro continues to develop.

- .- Itis'recognized that all tases are - :

- unpopular, however, these options ate pur
- forward as an alternative 10 propeny.tx
- increases because it i Mt taxes ]

s felt that taxes
he ¢0518 and -
cepiable.

vhich more closely |
bencfits may be e
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ANSWER TO INQUIRY

”]m .I.“HuN'ln Joseph F. Pennachatti
Ll City Manager

City Hall Tel: 416 392.335%
1% Floor, Eas! Tower Fax: 416 2021827
100 Queen Street West |pennac@torants sa
Torontn. Ontano M5H ZN2 Wwwi 1010nto.ca

Ms. Ulli Watkiss

City Cierk

City of Toronto

12% Floor, West Tower
Torontoe City Hall
Toronto, ON M5H 2N2

Dear Ms. Watkiss:

The foliowing is & response to the Administrative inauiry from Councilior Janet Davis caisd May 4, 2011 entitisd
"Administrative Inauiry Regarding the TTIL anc City Accountability.”

Qt.

At.

Q2.
A2.

Q3.

A3.

Q4.

Has the TTIL approved financial control, procurement and governance by-laws and policies? Wil
Council approve them, consistent with Council-adopted recommendation EX4.6 2.3.ii?

TTIL is @ corporation created in and around 1981 pursuant to the Canada Business Corporations Act
The City of Toronto Act expressly permits the TTC or its subsidiary (TTIL) to provide consulting services
within or outside of the City. TTIL has created separate Corporate By-laws addressing general
corporate matters. In addition, at the April 6, 2011 Commission meeting, the Commission. as the
shareholder of TTIL, adopted a mofion requesting that TTIL develop specific policies relzting to
procurement, financial authorization and govemance of meetings.

Will the TTIL operate in an open and transparent manner, with notices, minutes of meetings and
opportunities for deputations? If not, can the City require it to do s07

As noted above, at the Commission meeting of April 6, 2011, the Commission approved a motion that
TTIL develop a policy with respect to the governance of its meetings.

Was the process used to appoint Gordon Chong as Chair, CEO, and Secretary-Treasurer consistent
with the City's Public Appointments policy, and what is the nature of the employment relationship? Is he
an employee or retained by contract? How much is he getting paid?

Dr. Gordon Chong has been retained by TTIL as an empioyee on a short-term fixed contract. TTIL is a
subsidiary corporation of the TTC and is not expressly govermned by the City's Public Appointments
Policy.

At its April meeting, the TTC adopted a motion that TTIL invoices by processed "subject to the City of
Toronto confirming an appropriate funding mechanism to cover costs incurred by TTIL." What Council
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Q10.

LINOniTy 18 equired In order 1C esianiish an 'appropriate funding mecnanism”? Does thig mca that the
Cny needs (o idenufy funds to cover the costs of the TTIL, and if so when wrl Council amend the 2710
Budget to accommodate those costs?

The City of Toronto Is not funding any costs incurred by TTIL. The City of Toronic wili be funding the
cost of & preliminary capital financing study from existing 2011 budget approved sources.

What was the intended purpose of the residual funds in the TTCL reserves? Was the purpose of these
reserves established by Council? Are the current and proposed expenditures consistent with those
Durposes?

The residual funds were excess tc the needs of the Corporation at the time that the Corporation was
actively pursuing business. The residual funds remained with the Corporation during the period that
Corporation was not actively sesking new business. The residual funds were retained as working
capital should the Corporatior: become active again.

Does the City !“a ve any involvement in the work b°i'\g uw**e*la‘ken by the TTIL, or oversight for the
consuiiants contractec to prepare the "business case” for the proposed P3 subway?

City staff are working with TTIL in the procurement and oversight of consultants to be contraciea for the
preparation of a preliminary capital financing assessment of the proposed subway initiative.

What authority does the TTC have from the City to negoticte agreements o tc make epplication
cther governments or funding sources?

m
é

the TTC is a separate legal entity that has been a party to numerous funding agreements with the
Federal government. TTIL is a subsidiary of the TTC. On March 8, 2011, the Commission approved a
proxy permitting its shares to be voted at a TTIL shareholder meeting. Pursuant to the TTC's approvad
proxy, TTIL wes requested by the TTC to provide assistance and advice with respect to the City of
Toronto Subway Project and to submit an application for approval to PPP Canada for potential funding.
Any federal funding agreement in which the TTC is to be signatory will be subject to approval of the

Commission prior to any funding being received and prior to the TTC signing any funding agreement.

Will City Council approve the propesal for funding being submitted to the federal P3 Fund, as has been
done in the past with RINC, Infrastructure and Housing funding proposals?

Itis anticipated that any federal P3 funding agreement will be conditional on Council approval.

Are the City of Toronto and the TTC signatories to the Memorandum for the new Transportation Plan?
When is it coming to Council for consideration?

The TTC is not a signatory to the Memorandum. The Memorandum is a non-binding framework for the
negotiation of agreements to be approved by Council. Therefore the Mayor signed the Memorandum as
indicating his desire that the parties give consideration to the new Transportation Plan. Any agreements
to implement the Memorandum will require Council approval.

What role has the City's intergovernmental table played in discussions with other governments or
funders for propesed fransit infrastructure in Toronto? Who are the City representatives that are
participating in these discussions?



Discussions between the Mayors Office. senior oity and T7C staff, the Premier's Oiffice. previncial ana
Metrolinx staff concerning & re-alignment of transit infrastructure priorities have been on-going since the
beginning of the year.

What liability does the City bear in refation to the previsions contained in the Memorandum, such as the
costs associated with the transit projects to date, canceliation penalties, and other associated costs?

The Memorandum does not create any lepally hinding provisions or obligaions.  Any lishilities
associated with the agreements necessary to implement the provisions contained in the Memorandum
will be set out in the report or reports seeking Council approval.

Yours truly,

Joseph P. Pennachetti
City Manager



