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TORONTO TRANSIT COMMISSION
REPORT NO.

MEETING DATE: o0CTOBER 19, 2011

SUBJECT: CHIEF GENERAL MANAGER’S REPORT

PERIODS 5, 6, 7 & 8
MAY 1 TO AUGUST 27, 2011

ACTION ITEM

RECOMMENDATION

It is recommended that the Commission forward a copy of this report to (1) each City of
Toronto Councillor and (2) the City Deputy Manager and Chief Financial Officer, for
information, noting that the detailed CGM’s Report is available upon request from the
Office of the General Secretary of the Commission.

DISCUSSION

The purpose of the Chief General Manager’'s (CGM's) Report is to provide the Commission
with information about the activities of the Toronto Transit Commission over the course of
the year. Over the course of this year, this report will also include a summary of unbudgeted
expenses as they are approved by the Commission.

RIDERSHIP RESULTS

Ridership to the end of Period 8 (August 27) was 6,971,000 (2.2%) above budget and
16,004,000 (+5.2%) above the comparable period in 2010. This improvement over the
2010 ridership results is likely due to a number of factors including the continued
uncertainty about the economy, rising gasoline prices and the ongoing intensification of
condominium construction in the downtown area.

Passenger revenue was $9.2 million above budget for the year to date and the average
fare is tracking marginally below budget (approx. -1¢ or -0.7%). Staff continue to closely
monitor the average fare because a variance as small as one cent could impact overall
revenues by almost $5 million over the course of a year.
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FINANCIAL RESULTS

2011 TTC OPERATING BUDGET

Appendix A represents the TTC’s Income Statement and provides information on
Revenues, Expenses and Subsidies.

The following table provides a summary of year-end projections for ridership, expenses,
revenues and subsidy requirements.

2011

(Millions) PROJECTION BUDGET CHANGE
RIDERSHIP 497 487 10
EXPENSES $1,446.9 $1,435.9 $11.0
REVENUES ($1,020.2) ($1,006.8) $13.4
SUBSIDY REQUIRED $426.7 $429.1 ($2.4)
SUBSIDY AVAILABLE $429.1 $429.1 -
SURPLUS $2.4 - $2.4

The $2.4 million projected surplus reflects the following significant budget variances.

Passenger Revenues: $14.7 million increase. This favourable variance reflects 10
million additional rides in the projected ridership level of 497 million (compared to
the budget of 487 million) partially offset by the aforementioned lower average fare.

Corporate Restructuring: $10 million increase. Pursuant to the corporate
restructuring and staff reductions incorporated into the 2012 TTC Operating Budget
presented to the Commission on September 16, 2011, preliminary estimates for
severance costs associated with both the voluntary and involuntary separations is in
the order of $10 million. This estimate will be refined as this process continues.

Transfer of TTC Property at Yonge/York Mills: $7.2 million increase. In the absence
of any compensating additional subsidy, the planned transfer of this property to
Build Toronto at no cost will necessitate the recording of an expense (i.e. loss)
equivalent to the accounting value of this property.

Depreciation: $6.9 million decrease. Lower capital expenditures than originally
planned for this year as well as a reassessment of IT project expenditures previously
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capitalized have led to a reduction in depreciation charges.

e Accident Claims: $5 million increase. Based on a recent actuarial valuation utilizing
case reserve and payment data to September, 2011, projected 2011 cash
payments for accident claims are expected to exceed budget.

o Workforce Gapping Savings: $4.6 million decrease. As part of the Commission’s
cost containment measures, the intentional non-filling of workforce positions which
were or became vacant during the year is expected to generate savings in the order
of $4.6 million by year-end.

e Advertising Revenues: $2.8 million decrease. The current projection is that lower
than anticipated advertising sales activity will yield a reduced revenue stream.

e Other Income: $1.3 million increase. Liquidated damages assessed on a recent bus
order, the recovery of previously paid Provincial retail sales tax on internal use of
telecommunication equipment and higher interest earnings on banked funds account
for this favourable variance.

CUSTOMER SATISFACTION

An update on customer satisfaction is incorporated into a separate report entitled “TTC
Customer Service — Update” which is on the agenda for this Commission meeting.

2011 TTC CAPITAL PROGRAM BUDGET

Appendix B contains a table that shows actual 2011 expenditures based on results
available to Period 8 and year-end projections for the TTC’s capital projects. City Council
approved an overall budget of $870.4 million for the base capital program on February 23,
2011. Current projected 2011 expenditures for the base program are $800.3 million,
representing an under expenditure of $70.1 million. A carry forward adjustment of $43.9
million was approved by the City Council in July 2011 to address those contract delay
impacts from 2010 that resulted in the deferral of approved expenditures to 2011. The
result is a projected net 2011 under expenses of $114.0 million for the base capital
program as shown in the following table.

H 2011 |
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(Millions) ACTUAL BUDGET VARIANCE
APPROVED BASE PROGRAM $800.3 $870.4 $(70.1)

CITY CARRY FORWARD APPROVED - 43.9 (43.9)
TOTAL $800.3 $914.3 (114.0)

The under expenditure on the base program of $114.0 million includes the following major
program variances: Surface Track 2011 Tangent / Special Projects deferral, ATC
Resignalling contracts slippage, and slippage of LRT Replacement Maintenance & Storage
Facility and delivery of Wheel Trans buses due to manufacturing changes. In addition, the
City carry forward has a further favorable variance impact of $43.9 million.

An under expenditure of $136.9 million is projected on the Toronto York Spadina Subway
Extension project primarily related to delays in tunnel and early construction work.

Costs incurred for Transit Expansion/Metrolinx Eglinton-Scarborough Crosstown project are
recoverable through Metrolinx and are not tracked against budget.

2011 WHEEL-TRANS OPERATING BUDGET

Appendix C shows the Wheel-Trans Income Statement and reflects the $91 million subsidy
level approved by City Council. The current year-end projection indicates that with a
slightly lower trip demand (down by 1.7%) compared to budget, expenses will be about
$1.1 million below budget due to: a shift of more trips on lower cost accessible taxis,
diesel savings due to fewer bus kilometres operated, new lower cost contracts for
eligibility assessments, reduced marketing initiatives spending, lower IT servicing costs for
the Automatic Vehicle Locating and WTIS systems and intentional gapping of vacant
workforce positions. Partially offsetting these savings are reduced Passenger Revenues in
the order of $400K due to the slight decline in trips. Overall, the 2011 subsidy
requirement is projected to fall about $700K (or 0.8%) below budget.

TORONTO TRANSIT INFRASTRUCTURE LTD.

Appendix D provides financial information regarding Toronto Transit Infrastructure Ltd.
(TTIL), a subsidiary corporation created by the Toronto Transit Commission, to undertake
an assessment of the business case for the two extensions of the Sheppard Avenue
subway.
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October 6, 2011

42-47

Attachments: Appendices A, B, C and D
Chief General Manager’s Report
Periods 5, 6, 7 & 8
May 1 to August 27, 2011
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TORONTO TRANSIT INFRASTRUCTURE LTD

Income Statement (Unaudited)
End of Period 8

:APPENDIX D

YTD ]
Period 8 Period 8
Period 8 2011 2010
($) () ($)
REVENUE
Interest income 15 1,005 399
Total revenue 15 1,005 399
EXPENSES
Wages and Payroll Expenses 44 686
Consultant Fees 9,916 68,481
Legal Fees 45,207
Miscellaneous 52 1,279 40
Total expenses 9,968 159,653 40
Net (loss)lincome {9,953) (158,648) 359
Opening Equity 12,739 161,434 160,412
Ending Equity 2,786 2,786 160,771




TORONTO TRANSIT INFRASTRUCTURE LTD

Balance Sheet (Unaudited)
End of Period 8

iAPPENDIX D

2011 2010
($) ($)
ASSETS
Current assets
Cash 4414 160,712
Interest receivable 15 99
Total Assets 4,429 160,811
LIABILITIES AND EQUITY
Current liabilities
Accounts payable 1,643 40
Shareholder's equity
Capital stock
Authorized: unlimited number of common shares
Issued: 1,000 common shares 100,000 100,000
Deficit (97,214) 60,771
2,786 160,771
Total Liabilities & Equity 4,429 160,811
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