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EXECUTIVE SUMMARY

Public transit links social, economic, and
environmental goals like no other infrastructure
class. It provides mobility options to people

of all financial means while decongesting our
cities to improve productivity and quality of life.
It has enormous potential to reduce emissions,
by encouraging people to leave their cars at
home and through fleet electrification. And it

is a proven economic stimulator, with more
jobs created per dollar than building any other
infrastructure class.

The Canadian Urban Transit Association
(CUTA) welcomes the National Infrastructure
Assessment. It represents an important
opportunity to examine where we are today as
a country, and chart a path to where we want
to go. We look forward to contributing to this
process.

There has been much progress in transit
investments recently. The advent of a Permanent
Transit Fund in 2026 is potentially transformative.
Funding for zero-emission buses and
electrification can, we hope, help transit systems
maximize their ability to reduce emissions. CUTA
hopes this assessment will help these important
steps forward be as effective as they can be. Yet,
they rest on a crucial assumption: that public
transit will emerge from the pandemic in a
financial situation to take advantage of them.

This is far from certain.

A little more than a year ago, Covid turned transit
economics on their head. Canadian transit
systems were proud to have more than half

their operating costs covered by fares—a much

¢

higher level than in the United States. During a
pandemic, however, this led to steep revenue
shortfalls that will be a multi-year event. Left
unaddressed, it creates the possibility of service
reductions even as new transit lines are built;
and help to buy electric buses that systems can't
afford to run.

If this happens, transportation patterns will
change and if they do, they will take many years
to revert back. Our Covid recovery will be more
car-dependent and carbon-intensive. Our cities
will be more congested and unequal. Over both
the short term, as we recover from Covid and
emerge from the pandemic, and over the long,
public transit should not be assessed in a silo. All
of its parts—capital, vehicle procurement, and
operations—should be assessed as one.

Looking only at capital or electrification policies
without helping public transit emerge from

the pandemic with service that's frequent
enough to retain and attract riders jeopardizes
the environmental and social benefits of the
government'’s significant investments.

As the assessment takes shape, CUTA believes
both public transit’s unique role in linking
environmental with social goals, as well as being
an infrastructure class that relied heavily on
revenue warrants special consideration. Transit
is at the nexus of many government priorities,
in the near- and long-term. These priorities
pre-dated the pandemic, and Covid's ruinous
impacts on transit budgets—for every 10% drop
in ridership, transit systems lose $470 million

a year—must be factored into the assessment.
Thank you for considering this submission and
we look forward to engaging further in this
important endeavour.




INFRASTRUCTURE PRIORITIES
AND STRUCTURE OF THE
ASSESSMENT

CUTA believes infrastructure has three priorities:

« Improve quality of life. Canada is one of the
world’s most urban countries. More than
80% of Canadians live in cities and transport
infrastructure is a key determinant of quality
of life for urban Canadians. Congested cities
keep families apart for longer, cities planned
for cars have less public and green space,
and travel by car is expensive—often out of
reach for lower-income Canadians, students,
seniors, and people living with disabilities.
Few infrastructure classes affect quality of
life more than public transit, which helps our
communities move better and fosters social
inclusion by allowing more people access to
employment and education irrespective of
income.

An important factor in examining quality

of life is whether there is equal access to

it. During the pandemic, despite drops in
ridership, more than two million Canadians
took transit every day. Many of these were
lower-income workers who could not walk or
cycle to work, but whose income was too low
to travel by car. Most of them were women,
and they were more likely to be people of
colour. In assessing infrastructure’s ability to
enhance quality of life, the ability of public
transit to run service conveniently enough to
prevent long waits—and consequently, less
time with family—should be an important
consideration. Unlike roads, bridges, or
broadband, the presence of public transit

is not constant. A bus route or light rail

line can only serve their needs, and their
communities, if transit systems can run
vehicles on them—and while the farebox
covers much of this cost, it does not cover it
all and covers even less with Covid-related
ridership reductions.

Support economic recovery and growth.
We will, we hope, not be in a Covid world
forever but in the near-term the economic
recovery from the pandemic is a major
consideration in which public transit is an
essential component. It supports people
returning to their office and campus, prevents
parking spaces being exhausted and
hindering economic growth, and does so in

a cost-effective way that saves Canadians
money and allows for more economic activity.
Building public transit is also a proven job
creator’. But its benefits extend beyond
direct employment building it—and transit
creates more jobs per capita than any other
infrastructure class. By decongesting cities,

it helps businesses and people be more
productive without the high costs associated
with gridlock?.

Beyond transit's environmental benefits,

it delivers unseen economic benefits. In
Toronto, for example, if only 9% of workers in
downtown office buildings drove to work they
would exhaust all the parking spaces. Transit
is essential to supporting an economic
recovery, and a return to campus. And while
ridership is likely to increase as society
reopens, it will not return to pre-pandemic
levels for some time. Even in places without
Covid, and its related restrictions, such

as Auckland, New Zealand, public transit
ridership is only at 75% of pre-pandemic
levels. If Canada sees similar numbers, transit
systems would suffer an annual revenue
shortfall of $1175 billion.




» Decarbonize the economy. Around the
world, governments at all levels are taking
climate action. In Canada, we have a goal
of a net-zero economy by 2050 in which
public transit has a large role to play. It has
the potential to reduce carbon emissions by
14.3 million tons a year—with the potential
for more if its modal share grows?. Realizing
this potential requires being a convenient
alternative to travel by car, and in so doing
helping foster the behavioural change that
carbon pricing is intended to produce. We
know the single-biggest determinant in
whether someone will take public transit is
service levels. Simply put, public transit will
be unable to play the significant role the
government envisions in decarbonization
if its service offer is unattractive to
people who can afford to drive instead.

As the assessment examines how to use
infrastructure to reduce emissions, public
transit's ability to maintain attractive service
levels is crucial in driving a modal shift away
from cars and towards more sustainable
alternatives.

CUTA believes the unique role public transit
plays in taking climate action, fostering social
cohesion, and decongesting our cities to improve
quality of life and support economic activity
warrants a unique role in the assessment.

In other jurisdictions that recently assessed
infrastructure—notably Australia and the United
Kingdom—the use of public transport was a
major consideration. In assessing Canadian
infrastructure, CUTA believes there is a national
role for both capital and operating, at least

until ridership recovers from Covid. Though its
operation has traditionally not been a federal
concern, it cannot be de-linked from capital
investment or fleet electrification. Transit should
be looked at holistically, using the following
principles:

¢

Feasibility. How can public transit maximize
its emission-reducing potential if systems
have depressed revenue over multiple years
as a result of Covid? And how can transit
avoid entering a long-term decline that would
put 2050 goals in serious jeopardy?

Capacity. The level of government with the
least fiscal capacity is primarily responsible
for keeping transit running conveniently to be
a travel option of choice. Many provinces do
not see transit investments as a priority. What
role should the level of government with the
most capacity play given the national interest
in reducing emissions, as the Supreme Court
ruled in its decision on carbon pricing?

Equity. On an individual level, public
transit enables equity by allowing access
to employment, education, and daily life
irrespective of income. On a regional level,
there are large differences in communities’
access to sustainable, more affordable
transport options. How can we ensure as
equal access as possible to an essential
public service?




PREVENTING A DOWNWARD SPIRAL WITH EXTENDED

OPERATING SUPPORT

Covid-19 has created the largest, most sustained
decline in transit ridership ever. While the Safe
Restart Agreement among the federal and
provincial governments in 2020 helped keep
service levels high for the two million Canadians
who rely on public transit daily, unless support
continues transit risks entering a downward
spiral that will imperil climate goals and make
cities more congested and unequal.

The federal government has traditionally resisted
funding transit's operating costs, but there are
compelling reasons to make a Covid exception.
Ridership has declined around the world, but
the impact is exacerbated in Canada because
fares cover a larger portion of operating costs
than elsewhere. Before Covid, its farebox
recovery rate was 51% compared to 39% in

the United States. And the higher the recovery
rate, the more a system suffers financially when

ridership declines. The Safe Restart Agreement
was essential in addressing these revenue
shortfalls, but funds have, or soon will, expire.
But ridership declines will be a multi-year event.
In one example, Quebec's transportation agency
covering the Montreal area is forecasting steep
financial losses through 20244, In the United
States, the federal government has delivered two
rounds of operating support to public transit, the
latest extending through 2024.

Without ongoing operating support, service
reductions are all but inevitable. Should this
occur, the downward spiral that will result—as
decreased service pushes riders away, leading
to further revenue shortfalls, and further cuts
to service—is likely to be long-lasting. When
revenue shortfalls led to significant service
reductions in Toronto in the 1990s, it took 18
years for ridership to recover.

—— FAREBOX RECOVERY 2019 ——

THE HIGHER THE COST RECOVERY RATE, THE MORE A SYSTEM SUFFERS FINANCIALLY WHEN RIDERSHIP DECLINES
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Sources: CUTA and APTA Factbooks and FTA's NTD agency profiles.




TARGET SETTING

Targets will help measure the infrastructure gap
and close it by letting us know where we are now
and what's needed to get where we want to be
by 2050. To meet its climate targets, Vancouver
has a goal of having walking, cycling, and public
transit comprise two-thirds of all trips by 2030°.
We should aim for national targets for the share
of trips taken by active transportation and public
transit.

In public transit's case, improved tracking of
modal share is essential to help more people
travel by transit than car. Currently, Statistics
Canada'’s journey to work survey® only captures
modal share as a percentage of commutes to
work, but excludes non-work related trips. The
gap is significant. The 2016 census estimates
12.4% of Canadians—about two million people—
took transit to work, but CUTA's transit statistics,
which include all trips, reveal that six million
people took transit daily in 2019. To better track
modal shift, we need a broader understanding
of how transit is used, allowing for targets to be
better set—and then met, by designing ways to
encourage more Canadians choose sustainable
mobility.

¢

IMPROVING COORDINATION
AMONG INFRASTRUCTURE
OWNERS AND FUNDERS

The advent of a Permanent Transit Fund (PTF)
is potentially transformative, providing the
predictability and reliability essential for large
capital projects. By ending boom-and-bust
cycles that were a hallmark of transit capital
investment, systems will be better able to plan.
To maximize its effectiveness, CUTA believes
the PTF should emulate the success of the
Community Building Fund (the former Gas Tax
Fund).

Its use of tri-lateral agreements is an

excellent way to improve coordination among
governments. They respect provincial jurisdiction
and allow for funds to flow to municipalities. But
they cover more than funding, and can include
progress reports, dispute resolution, and the
setting of targets. The OECD concluded they are,
“an excellent example of an inter-governmental
agreement that utilizes contractual design to
optimize the effectiveness of the relationship
between all levels of government’”

In the near term, as provincial and municipal
budgets—often, the largest shortfall for cities

is lower transit revenue—recover from Covid-
related shortfalls, flexibility will likely be required
in shared funding. Traditionally, the federal
government has tried to ensure that provincial
contributions did not fall as federal funding
increased. The Parliamentary Budget Office,
however, believes that “Given the significant
fiscal pressures faced by provinces and
municipalities, it is unclear whether federal
funding will be able to leverage new provincial
and municipal money over the medium-term for
new projects.’® Its recent study of governments’
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fiscal capacities found most provincial balance CUTA recommends the Permanent Transit Fund

sheets were not sustainable®. Given this, it is
unlikely traditional cost-sharing formulas will
lead to transit expansion in the foreseeable
future. Longer-term, ways to prevent other
orders of government reducing support for
transit as federal funding grows will need to be
addressed. Ontario’s Gas Tax Fund, for example,
reduces funding to municipalities that reduce
transit support™.

The PTF could also help address significant
regional disparities in public transit created

by provinces not accessing available federal
funding. The Atlantic provinces, Manitoba, and
Saskatchewan have not accessed more than
$1.3 billion in potential federal funds for public
transit. Across Canada, more than a quarter
of Infrastructure Canada’s budgeted amounts
were unspent. Since 2015, it's been authorized
to spend an average of $6.82 billion a year on all
infrastructure classes, but spent an average of
$5.07 billion™,

¢

flow through three streams:

A stream for larger, often-rail based, projects
that requires provincial matching funds. Large
transit systems are in the greatest need of
capital dollars because rail projects are more
capital-intensive, and leveraging additional
funding from provinces is crucial to covering
their higher costs.

A baseline stream for all communities that
does not rely on provincial matching funds,

to help rectify the current regional disparity
that results in many, often smaller, projects
unbuilt in smaller provinces. Creating a low,
but guaranteed, baseline would be enormously
beneficial to smaller municipalities in provinces
or territories that rarely fund transit capital
investments. An added advantage of this
approach is it would create a pipeline of
projects if the government needed to increase
funding as an economic stimulus measure.

Continuing the fund for rural municipalities
currently without public transit that is currently
scheduled to expire in 2025.




ENCOURAGING ZERO-
EMISSION FLEETS

CUTA's 2019 Zero-Emission Bus member survey®
found large disparities in transit systems'
readiness to transition to zero-emission fleets.
The larger the transit system, the better prepared
it is likely to be.

Current funding and financing programs for
zero-emission buses from Infrastructure Canada
($2.75 billion) and the Canada Infrastructure
Bank ($1.5 billion) will expire in five and three
years, respectively. Yet there is a possibility of
governments requiring electric-only fleets—as
Quebec has done by 2025—and in the event
more mandates are introduced, electrification
funding programs should last as long as the
mandate.

RECOMMENDATIONS:

Address the disparity in transit systems'
readiness to electrify by frontloading
capacity-building funding for systems, such
as feasibility studies.

Allow transit systems to access funding, CIB
financing, or a combination of both.

Funding should cover all associated costs,
including planning, procurement, charging
infrastructure, depot and facility expansions
and upgrades, IT systems, backup power
and energy management systems, and grid
connections.

CONCLUSION

Public transit is at the nexus of many

policy areas, linking social, economic, and
environmental goals like no other infrastructure
class. It has enjoyed the support, both capital
and operating, of governments of all political
stripes—before the pandemic and during it. And
it needs ongoing support from governments of
all levels as we emerge from Covid and recover
from it.

In that recovery, public transit has a vital role. We
will support people returning to the office and to
campus, to go shopping, or attend a concert or a
sporting event. We will do so for people who are
wealthy and people who are not, and in so doing
we will decongest our cities, reduce emissions,
and improve quality of life.

CUTA and transit systems welcome the National
Infrastructure Assessment, and hope it looks

at all aspects of transit including its operation.
Thank you for this opportunity to make this
submission and we look forward to engaging
with this process as it continues.




REFERENGES

! Pereira et al., On the effects of infrastructure investment on economic performance in Ontario, Department of
Economics, The College of William and Mary, Williamsburg VA, Virginia, USA. Journal of Infrastructure, Policy
and Development, Volume 2 Issue 2 (2018)

2C.D Howe Institute (2021) Trains, Lanes and Automobiles: The Effect of COVID-19 on the Future of Public
Transit. Benjamin Dachis, Rhys Godin. (p.3 — Urban Agglomeration Benefits) https://www.cdhowe.org/pub-
lic-policy-research/trains-lanes-and-automobiles-effect-covid-19-future-public-transit

*CUTA (2020) Issue Paper 52: The GHG Reduction Impact of Public Transit https://cutaactu.ca/wp-content/up-
loads/2021/01/issue_paper_52_-_the_ghg reduction_impact_of_public_transit_.pdf

4 RadioCanada (2021) Un trou de 936 M$ dans le transport en commun du Grand Montréal. https://ici.ra-
dio-canada.ca/nouvelle/1797968/deficit-transport-artm-services-stm-stl-rtl-exo-montreal-laval-longueuil

> Vancouver, Transportation 2040 https://vancouver.ca/files/cov/Transportation_2040_Plan_as_adopted_by_
Council.pdf

¢ Statistics Canada (2019) 2016 Census topic: Journey to work https://www12.statcan.gc.ca/census-recensem-
ent/2016/rt-td/jtw-ddt-eng.cfm

’Bradford, Neil (2019) Policy in Place: Revisiting Canada’s Tri-Level Agreements. IMFG, Munk School, Univer-
sity of Toronto. (p.21) https://tspace.library.utoronto.ca/bitstream/1807/102474/1/imfgpaper_50_neilbradford
policyinplace_oct21_2020.pdf

$PBO (2020) UPDATE ON THE INVESTING IN CANADA PLAN (p.10) https://www.pbo-dpb.gc.ca/web/de-
fault/files/Documents/Reports/RP-2021-008-S/RP-2021-008-S_en.pdf

*PBO (2020) FISCAL SUSTAINABILITY REPORT 2020: UPDATE https://www.pbo-dpb.gc.ca/web/default/
filessDocuments/Reports/RP-2021-033-S/RP-2021-033-S_en.pdf

'"Under the Ontario Gas Tax Funding program for public transit - Gas Tax funds provided to each municipality
are not to exceed 75% of municipal own spending on transit. If a municipality reduces their spending on transit,
it may receive a reduced Gas Tax funding allocation in the subsequent program year. http://www.octn.ca/up-
loads/userfiles/files/Kevin%20Dowling%20-%20Gas%20Tax%20Introduction.pdf

"' Treasury Board Secretariat Infographic for Infrastructure Canada, https://www.tbs-sct.gc.ca/ems-sgd/edb-bdd/
index-eng.html#orgs/dept/237/infograph/financial

2CUTA (2019) CUTA Zero-Emission Bus Member Survey - Summary & Analysis https://cutaactu.ca/wp-con-
tent/uploads/2021/01/cuta_zeb_survey_results_-_feb_2020_0.pdf

13 Calculated by comparing original allocations for public transit set out in phase 1 and phase 2 ICIP bilateral
agreements, subtracting total value of investments realized as publicly listed by Infrastructure Canada as of June
2021. Total dollar value represented here may not fully match previously listed funds remaining as some prov-
inces have utilized the re-allocation flexibility introduced by the Covid-19 Resilience stream to take dollars away
from public transit.



https://www.cdhowe.org/public-policy-research/trains-lanes-and-automobiles-effect-covid-19-future-public-transit
https://www.cdhowe.org/public-policy-research/trains-lanes-and-automobiles-effect-covid-19-future-public-transit
https://cutaactu.ca/wp-content/uploads/2021/01/issue_paper_52_-_the_ghg_reduction_impact_of_public_transit_.pdf
https://cutaactu.ca/wp-content/uploads/2021/01/issue_paper_52_-_the_ghg_reduction_impact_of_public_transit_.pdf
https://ici.radio-canada.ca/nouvelle/1797968/deficit-transport-artm-services-stm-stl-rtl-exo-montreal-laval-longueuil
https://ici.radio-canada.ca/nouvelle/1797968/deficit-transport-artm-services-stm-stl-rtl-exo-montreal-laval-longueuil
https://vancouver.ca/files/cov/Transportation_2040_Plan_as_adopted_by_Council.pdf
https://vancouver.ca/files/cov/Transportation_2040_Plan_as_adopted_by_Council.pdf
https://www12.statcan.gc.ca/census-recensement/2016/rt-td/jtw-ddt-eng.cfm
https://www12.statcan.gc.ca/census-recensement/2016/rt-td/jtw-ddt-eng.cfm
https://tspace.library.utoronto.ca/bitstream/1807/102474/1/imfgpaper_50_neilbradford_policyinplace_oct21_2020.pdf
https://tspace.library.utoronto.ca/bitstream/1807/102474/1/imfgpaper_50_neilbradford_policyinplace_oct21_2020.pdf
https://www.pbo-dpb.gc.ca/web/default/files/Documents/Reports/RP-2021-008-S/RP-2021-008-S_en.pdf
https://www.pbo-dpb.gc.ca/web/default/files/Documents/Reports/RP-2021-008-S/RP-2021-008-S_en.pdf
https://www.pbo-dpb.gc.ca/web/default/files/Documents/Reports/RP-2021-033-S/RP-2021-033-S_en.pdf
https://www.pbo-dpb.gc.ca/web/default/files/Documents/Reports/RP-2021-033-S/RP-2021-033-S_en.pdf
http://www.octn.ca/uploads/userfiles/files/Kevin Dowling - Gas Tax Introduction.pdf
http://www.octn.ca/uploads/userfiles/files/Kevin Dowling - Gas Tax Introduction.pdf
https://www.tbs-sct.gc.ca/ems-sgd/edb-bdd/index-eng.html#orgs/dept/237/infograph/financial
https://www.tbs-sct.gc.ca/ems-sgd/edb-bdd/index-eng.html#orgs/dept/237/infograph/financial
https://cutaactu.ca/wp-content/uploads/2021/01/cuta_zeb_survey_results_-_feb_2020_0.pdf
https://cutaactu.ca/wp-content/uploads/2021/01/cuta_zeb_survey_results_-_feb_2020_0.pdf

