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INTRODUCTION 

The County of Peterborough is a rural, upper tier municipality approximately one and a half 

hours drive northeast of the City of Toronto. The County is comprised of eight townships and at its 

geographic, political and social hub is the City of Peterborough, a separate city within the local 

political setting. The population of the county, based on 2003 assessment information is 

approximately 54,000, comprised of a mix of permanent and seasonal residents who reside in 32,324 

households, 21,271 of them permanent, the balance seasonal. The employment of the residents 

crosses a broad spectrum, with the main focuses being on tourism, agricultural, industrial, 

commercial, and institutional. Based on data supplied by Morand & Associates, as part of a 

cost/benefit study of the Greater Peterborough Area Economic Development Corporation presented to 

^p^ the County of Peterborough on March 3,2004, approximately 9,200 greater Peterborough area 

residents commute daily to the Greater Toronto Area to work. Tourism is a major revenue generator 

for the area, with approximately 1,951,000 tourist visits a year (2001 data taken from a study 

completed by Research Resolutions and Consulting Ltd.). Most tourists visit the area to enjoy water 

related activities on the Trent Canal system and the Kawartha Lakes. 

The area of the County of Peterborough is 387,727.41 hectares (3,877.19 square kilometres) 

and is made up of rich agricultural land in the south and Canadian Shield land with numerous lakes 

and rivers in the north. Enabling travellers to move about the county is a transportation network of 

733 kilometres of County roads, consisting mostly of two lane, rural (ditches as opposed to concrete 

curbs), hard surface road. Allowing motorists to travel conveniently throughout the County are 139 

structures, bridges and large culverts, which cross the numerous lakes and rivers of the region. 

Maintaining a transportation network of this size carries a significant cost. The 2004 capital 

^^ and operating budget for the County of Peterborough Public Works Department, Roads and Bridges 

Section, is $7.2 million, $2.1 million of which is designated for capital projects. While this is a 



significant amount of money, the current roads and bridges needs of the county is $98 million. Each 

year, the annual Public Works Department increases, yet the roads and bridges needs increases as 

well. Each year, the gap gets larger. 

The County of Peterborough, like most municipal governments within the Province of 

Ontario is in dire financial straits. The provincial re-alignment of services of the 1990s has left the 

County in a situation where the net result of the downloading was an increase in the cost of services 

to be provided with inadequate finances available to them. More funds are necessary. "Municipal 

reforms will not negate the need for Canadian cities to gain access to new funding sources."1 The 

financial woes of most municipal governments today cover the spectrum of most of the services 

provided by municipalities, including police services, ambulance services, social services, social 

housing and roads. With respect to transportation infrastructure, "Too many roads and insufficient 

funding has created a downward spiral. With less money to spend on capital projects, roads are 

deteriorating and as roads deteriorate maintenance costs increase. Higher maintenance costs add to 

short-term financial pressures, further eroding the capital spending needed to fix the problems in the 

first place. A recent survey showed that two-thirds of municipalities are not increasing capital 

spending at a pace that will keep up with inflation. For almost half of the municipalities, capital 

spending is actually down"2. This paper will address one of the most significant under-funded 

services that is provided by municipalities, that being the roads and bridges component of the 

municipal infrastructure within Peterborough County. Specifically, this paper will look at alternative 

solutions for the problem that exists with respect to developing long term sustainable funding for road 

and bridge maintenance within Peterborough County. 

"It is widely accepted that there is a major infrastructure deficit in Canada, with the shortage 

in public infrastructure running in the billions of dollars, especially at the municipal level. All levels 

' "A Choice Between investing in Canada's Cities or Disinvesting in Canada's Future", TD Economics Special 
jpn Report". TD Bank Financial Group, April 22,2002, P. 3. 

( 2 Ontario Good Roads Association, State of Ontario Roads. Milestones, Volume 4, Number 2, (Mississauga: 
The Penwortham Group, 2004), P. 29. 



of government are working together to tackle this critical situation. New initiatives are being 

explored, from gas taxes to direct and indirect provincial contributions, and new financing tools are 

being introduced... ."* 

Questions that will be dealt with in this paper are: 

1. Is the current funding system for local infrastructure adequate to ensure a sustainable, well 

maintained transportation network? 

2. Is there a single, more effective means of funding local infrastructure maintenance? 

3. What is the best solution for the County of Peterborough? 

The County of Peterborough, like most local governments, funds its transportation network 

maintenance for the most part from the local property tax. In these times of deficits and tax cuts at 

the provincial and federal level, it is increasingly difficult for local governments to access funding 

from the senior levels of government. There is, however, a limit to what most residents are willing to 

pay as property taxes are increasing at a high level to cover other local costs associated with police, 

fire and ambulance services, dealing with the fallout of the Walkerton water disaster, health services, 

social services, social housing, and all of the other services now offered by local municipal 

government. Perhaps some radical change in the form of reform is necessary when addressing 

municipal funding. John Sewell stated, when discussing urban reform, "Reform, however, is a certain 

kind of change attempted on the city to gain a new sense of direction. It goes beyond reorganizing to 

do things better, and pushes into new directions to pursue new goals"4. This paper will investigate if 

there is a need to pursue new directions in municipal funding and reform the existing the system. 

3 Abraham Akkawi, "Public-Private Partnerships: An infrastructure and service delivery tool for smaller 
jp*v municipalities," Municipal World. (April. 2004). (St. Thomas: Municipal World Publications Inc., 2004), p. 17. 

f 4 John Sewell, Prospects for Reform. Centre for Urban and Community Studies (Toronto: University of 
Toronto, 1991), p. 1. 



jp*n CHAPTER 1: OUTLINE 

While attempting to answer the research questions noted in the introduction, this paper will 

first examine the current condition of the roads and bridges infrastructure within the County of 

Peterborough. As noted in the previous section, there is significant infrastructure consisting of 733 

kilometres of road and 139 structures. Prior to examining the potential alternative revenue sources 

available to the County of Peterborough it is necessary to establish whether in fact there is a need for 

any additional or alternative funding. Chapter 2 will determine if there is a need for change to the 

existing-system. The method to be used will involve examining the existing financial needs to bring 

the County of Peterborough infrastructure system up to an acceptable standard. How much would it 

cost to repair every road and bridge that needed repairs today? The next step will be to examine the 

existing revenue stream to determine the funds that are being allocated for the maintenance of the 

transportation infrastructure. The final step is simply to compare and analyse the costs and revenues 

and determine if the revenues are adequate to ensure that the County of Peterborough will have a well 

maintained transportation system in future years. 

Once a determination of needs is established, this paper will analyse the numerous alternative 

revenue sources that might be available to the County of Peterborough to improve the existing 

funding mechanism. As previously noted, the primary source of funds for infrastructure maintenance 

is the local property tax. There are numerous other potential sources. Chapter 3 is broken down into 

a number of sections, each section investigating a different potential revenue source. 

The first four sections of Chapter 3 involve looking at how adjusting the applications of 

various existing taxes might impact the County of Peterborough revenue stream. Like all municipal 

governments, the County of Peterborough must pay the Goods and Services Tax (GST) and the 

Provincial Sales Tax (PST) on goods and services purchased for the municipality. The two senior 

levels of government are charging local governments taxes. Does this make sense? What would the 

impact be if these taxes paid by the County of Peterborough were rescinded or refunded? It is most 
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important to note that this paper will only address the portion of the GST and PST paid on Public 

Works Department expenditures as they relate to the maintenance of roads and bridges within the 

County of Peterborough. 

While the most recent federal budget has made a significant change to the application of the 

GST - municipalities will now be refunded the full amount of all GST paid - an investigation will be 

made of the impact of the previous partial GST rebate that the County of Peterborough received and 

what the impact of the full rebate will be. What would the impact have been if the full GST rebate 

had existed for the County of Peterborough since the inception of the tax? The results of this section 

will be an interesting comparator to the next section which addresses the PST, where there is no 

rebate. Municipal governments pay their full share of the PST. What would the impact of a partial or 

full PST rebate be to the funding of transportation infrastructure needs in the County of 

Peterborough? What would the historical impact be? 

The third section of Chapter 3 will address the impact of the County of Peterborough's 

accessibility to the provincial and federal gas tax for the purpose of dedicating a portion of these taxes 

directly to transportation infrastructure. This topic has received significant media attention in recent 

years as local government has been constantly hammering both senior governments for a piece of 

their action. Both the provincial and federal governments direct the revenues they receive from the 

gas taxes for the most part to general revenues. Does it make sense that a portion of these funds be 

directed to fund improvements of the transportation infrastructure at the local level? An investigation 

will be made of both the rational behind such a direction of funds and the impact. 

The final tax related section of the Chapter 3 alternatives will deal with the potential for 

municipalities to implement their own income tax. While this paper will address this topic in general 

terms, it will more specifically examine both the need and the impact that a local income tax has for 

the purpose of local infrastructure maintenance funding. 

/ 



Infrastructure funding programs is the topic of the next Chapter 3 alternative. Prior to the 

early 1990s, the Province of Ontario heavily utilized subsidies and transfers to assist municipalities in 

funding their operations. There is no better example of subsidies and transfers than those that existed 

for the purpose of transportation infrastructure maintenance. This paper will examine the usefulness 

of the past subsidy and transfer system to the County of Peterborough and investigate the feasibility 

of re-introducing a similar system today. 

The sixth section of Chapter 3 will examine the role of infrastructure maintenance funding 

programs as alternative revenue sources. There have been a number of such programs in the Province 

of Ontario since the early 1990s. The County of Peterborough has qualified to participate in two of 

these programs. In both instances, the funding mechanism has been that each of the participants of 

the program, the federal government, the provincial government and the municipality pay one third of 

the cost of the total designated project cost. The impact that each of these infrastructure programs has 

had on the County of Peterborough's infrastructure system will be examined. Further, an attempt will 

be made to determine the impact that continuous, sustainable, annual infrastructure funding programs 

might have on enabling the County of Peterborough to better maintain their roads and bridges. 

The final funding alternative that will be examined is user fees. Recently, much has been 

made of this topic generally with respect to many government services, from hospital and medical use 

to provision of water to toll highways. There are a number of user fees that might prove beneficial to 

local municipalities for the purpose of funding transportation infrastructure. In particular, this paper 

will examine access to license plate and drivers' license fees, the potential for implementing tolls 

within the County of Peterborough transportation network, that is, on certain roads or bridges, and a 

more significant access to fees charged to local pits and quarries for mineral extraction and to the 

forestry industry for stumpage. 

What is being done about the financial troubles that local government is experiencing? 

Chapter 4 will examine an existing political initiative that is underway that involves the County of 

Peterborough. In this instance, it appears that a determination has been made at the local political 
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level that there is strength in numbers. Where the mayors of the major cities of Canada have banded 

together to lobby the federal government as a united front to attempt to access significant funds for 

projects such as infrastructure maintenance, social housing and transit, closer to home and more 

relevant for the purposes of this paper is a similar initiative underway in the rural counties of eastern 

Ontario. A coalition of these upper tier municipalities has been formed and is called the Eastern 

Ontario Wardens' Caucus. This recently formed group is actively working together on issues of joint 

concern to attempt to access funds primarily at the provincial level, and to a lesser degree at the 

federal level. The main thrust of this group is to rationalize to the province the need for additional 

funding, in particular to assist in the annual additional costs related to the services provided by local 

government that were provided by the province prior to the re-alignment of services, or downloading, 

of the late 1990s. These services include Emergency Medical Services (ambulance), social housing, 

and a significant number of provincial highways and bridges. 

The final chapter of this paper, Chapter 5, will deal with conclusions. At this point, the paper 

will answer the research questions established in the Introduction. 
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CHAPTER 2: ESTABLISHING THE NEEDS 

Is there a need to examine alternate revenue sources to supplement the existing funding 

sources that exist in local government, specifically in the County of Peterborough as they might relate 

to the funding of transportation infrastructure? The first research question outlined in the 

Introduction of this paper asked if the current funding system for local infrastructure is adequate to 

ensure a sustainable, well maintained transportation network. It is widely recognized that the answer 

to this question in general is no. "With municipalities reportedly facing a backlog in infrastructure 

investment of some $50 billion, and falling further behind at a rate of $2 billion a year, the federal 

commitment appears ludicrously inadequate"5. There has been much attention in the media in recent 

years paid to the issues of availability of funds to municipalities to provide the services they do. In 

fact, in the most recent federal election campaign, all three of the popular national parties have 

campaigned with municipal infrastructure funding as a key issue in their campaigns. It remains to be 

seen if the successfully elected Liberal party of Prime Minister Paul Martin will live up to their 

promises. The need for alternate funding has also been dealt with in many publications; "The past 

decade's combination of provincial downloading of funding responsibilities, decreases in the relative 

importance of grants, and corresponding increases in reliance on own-source revenues has changed 

the fiscal environment in which municipalities must operate. This shift has brought to the forefront 

issues about the funding responsibilities of municipal governments, concerns about the role and 

structure of property taxes and user fees, and questions of giving municipalities access to new tax 

sources."6 

This section will examine three variables to determine whether alternate revenue sources are 

required for the transportation infrastructure in the County of Peterborough. These are the condition 

5 C. Richard Tindal, "Federal-Local Relations: Future Prospects," Municipal World. December 2003. (St. 

Thomas, Municipal World Inc. Publication, 2003), p. 13. 

6 Harry Kitchen, "Municipal Finance in a New Fiscal Environment," C. D. Howe Institute Commentary. The 

Urban Papers. (Ottawa: Renouf Publishing, 2000), p. 21. 
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of the roads and bridges that constitute the County of Peterborough transportation network, the annual 

budget of the County of Peterborough Public Works Department, and the roads and bridges capital 

reserve. 

The Public Works Department completes an annual condition survey of the roads and bridges 

within its transportation network. The purpose of these condition surveys is to determine the physical 

condition of the structure of the roads and bridges, to establish a ranking of the prioritization of the 

repairs to each of the roads and bridges within the system that are necessary and to attach cost 

estimates to each project. These three factors are all quantified based on a system developed by the 

Ministry of Transportation of Ontario (MTO), the Roads Needs Study and the Municipal Bridge and 

Culvert Inventory Manuals, which have been a standard tool of municipal governments in the 

Province of Ontario for many years. 

The roads and bridges needs are categorized based on the timing of the needs and are broken 

down into windows of time, those being Now, 1 - 5 Years and 6-10 Years. Now needs are those 

that are immediate, where the work is required to prevent the particular section of road or part of a 

bridge from failing, 1 - 5 Year needs are those that should be completed within the next 5 years, and 

6-10 Year needs are those that should be completed within the next 10 years. See Appendix 1, 

Roads Need, and Appendix 2, Structural Need, P. 47 for examples of typical needs reports for a 

specific section of road and a specific bridge. 

Table 1 shows a breakdown of roads and bridges needs for the County of Peterborough for 

the previous recent years. It is important to note that because of the downloading of provincial 

highways and bridges in 1996 -1998, and the resultant municipal transfers that occurred at the time, 

only studies completed since that time are being considered relevant for the purposes of this paper. 
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Table 1 

County of Peterborough Transportation Infrastructure Needs (SMillion) 

The conclusion one can draw from the data presented in Table 1 is that the total funds needed 

to deal with the Now, 1 - 5 Year and 6-10 Year needs for the County of Peterborough's roads and 

structures is increasing annually at a dramatic rate. While the capital project schedule for the 

structures appears to be holding its own, there is a serious concern related to the rate of the 

deterioration of the roads. Another way of looking at these data is that the quality of the 

infrastructure is decreasing on an annual basis. The transportation infrastructure in the County of 

Peterborough is deteriorating at a rate that is outpacing the improvements that are being completed 

annually as part of the capital and maintenance budgets. 

To determine if the current funding system for local infrastructure is adequate to ensure a 

sustainable, well maintained transportation network, it is necessary to not only look at the rate of 

decline of the existing system, but to examine the funds that are expended annually to attempt to deal 

with the increase in needs. The County of Peterborough Public Works Department annual budget is 

comprised of two sections, the operating budget and the capital budget. While the operating budget 

deals with work items such as snow plowing, maintenance grading, pothole patching, linepainting, 

bridge deck patching and other minor regular maintenance work, it is the capital budget that must be 

examined to determine the level of annual spending directed to the overall improvement of the 

infrastructure. J 
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Table 2 shows the County of Peterborough Public Works Department annual budget for the 

capital projects needed to improve the transportation network for the period corresponding to that 

discussed above. 

Table 2 

County of Peterborough Annual Capital Budget (SMillion) 

The work included in the capital budget is broken down into major projects. For roads, the 

work is comprised of two types of projects, resurfacing and reconstruction. Any financially 

significant structural project, that is, a project greater than approximately $50,000, is carried in the 

bridges capital budget. 

The final variable to investigate is the state of the annual capital reserves for roads and 

bridges. Reserves are held to allow for beneficial planning and for dealing with unexpected large 

expenditures. Listed in table 3 are the capital reserves for roads and bridges for the past five years. 

Table 3 

County of Peterborough Capital Reserves (SMillion') 
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/#**n It is important to note that there was a significant, large cash infusion into the Roads and 

Bridges Reserve in 1998. As part of the provincial government's service re-alignment strategy of the 

1990s, a large number of provincial highways and bridges were downloaded to the County of 

Peterborough. To partially off-set some of the costs that would be assumed with the downloading, 

the Province paid to the County a one time amount of $13 Million. The intent of this payment was to 

cover the cost of most of the capital projects that would be associated with the downloading. Unlike 

many other municipalities which similarly received financial assistance for their downloaded 

highways, the County of Peterborough injected the full amount of the funding assistance into the 

Roads and Bridges Reserve for the purpose of paying for capital projects. Many other municipalities 

used their funding assistance for other purposes, not necessarily connected with their transportation 

infrastructure. While there were adequate funds transferred to the County of Peterborough as part of 

the provincial downloading process for purposes of capital improvements to the downloaded roads, 

there were no funds transferred, or any allowance made for annual maintenance and operating costs 

of the downloaded roads. 

At the same time the County of Peterborough injected their $13 Million into their reserve in 

1998, County Council agreed to increase the roads and bridges part of the tax levy by $200,000 per 

year every year for an eight year period to ensure the reserve was not reduced to too low a level. In 

2003 and 2004, County Council increased the levy a further $100,000 per year, bringing the annual 

levy increase to $300,000. 

It is apparent, when looking at the information presented in Table 3 that the funding reserves 

for roads and bridges is declining at a rapid rate. In spite of the increased levy instalments that are 

being invested annually into the reserve, the reserve is not keeping up with the expenditures. 

When looking at the information presented in the three tables, the following conclusions can 

be made: 

• The condition of the County of Peterborough transportation infrastructure is steadily 

declining annually. 
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• The County of Peterborough is both increasing the tax levy and increasing the amount of 

money spent every year to attempt to improve their transportation infrastructure. 

• The capital reserves for roads and bridges is declining at a high rate. 

The question asked at the beginning of this section was; is the current funding system for 

local infrastructure adequate to ensure a sustainable, well maintained transportation network? The 

observations made with the data provided above, that is, the roads and bridges needs, the annual 

capital budget, and the state of the capital reserves, leads one to conclude that there is insufficient 

funds available to maintain the roads and bridges in the County of Peterborough. 

0 
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^ CHAPTER 3: ANALYSING THE ALTERNATIVES 

We've established that there is an inadequate funding system and that there are insufficient 

funds to maintain the County of Peterborough transportation infrastructure in the previous section. Is 

there a solution? Many publications argue that there is. When discussing fiscal imbalance between 

local municipal government and the two senior levels of government, Bird and Slack argue "...the 

question of fiscal imbalance can be resolved... by stressing the need to match revenue-raising 

authority with expenditure responsibility if good fiscal decisions are to be made."7 

This chapter will delve into the opportunities that might exist for local municipalities to 

generate the revenue that is required to maintain the infrastructure they are responsible for. Although 

these alternatives are applicable in a general sense to all local government services, the focus of this 

section will be on transportation infrastructure. Further, the transportation infrastructure of the 

^p^ County of Peterborough will be examined when analysing the alternatives. 

f 

The first two sections of this chapter will deal with alternatives that make a great deal of 

sense and are relatively easy to implement. In fact, the first section will deal with an alternative that 

has been partially implemented in past years and fully implemented only recently, in 2004. The 

federal Goods and Services Tax (GST) rebate is being discussed in this paper because of its recent 

full implementation by the federal government and also as a comparator to the provincial sales tax 

(PST), the subject of the second section. 

Section three of the chapter will deal with the federal and provincial gas taxes; quite possibly 

the most sought after alternative revenue source for municipal governments in today's political 

environment. "Although fuel taxes are ubiquitous in Canada, few Canadians seem to realize that they 

7 Richard M. Bird and N. Enid Slack, "Urban Public Finance in Canada". (Butterworths, Toronto, 1983), p. 15. 
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/T*n are not earmarked for roads in any province; thus we do not even make a pretence of financing roads 

on a user-pay basis."8 

Perhaps the most widely discussed alternative revenue source in academia is the subject of 

the next section, some form of a municipal income tax. Deemed simple to implement from a practical 

perspective, this option is likely the most difficult to implement when attempting to sell it to the local 

electorate. 

Subsidies and transfers is the next section to be discussed. These forms of alternative 

revenue, once utilized with a great deal of success from the perspective of local government, and also 

a certain degree of failure have a significant history in provincial - local fiscal relationships across 

Canada. 

An alternative revenue source that has been used in the Province of Ontario many times since 

the early 1990s, coinciding with the elimination of the provincial roads subsidies, in a cooperative 

_^ effort between the local municipalities and both senior levels of government with a reasonable 

amount of success, is the structured infrastructure maintenance funding programs. 

Finally user fees will be discussed. There is great potential for the implementation of user 

fees in the County of Peterborough as a means to raise revenues relevant to the funding of the 

transportation infrastructure. 

3.1. GOODS AND SERVICES TAX 

The federal Goods and Services Tax (GST) was repealed as it applied to municipal 

governments as part of the 2004 federal budget. As such, in a strict sense, this does not qualify this 

section as an alternative revenue source as it already exists at the time of the writing of this paper. It 

0&\ 

\ 8 Richard M. Bird and Thomas Tsiopoulos, "User Charges for Public Services: Potentials and Problems". 

Canadian Tax Journal, Volume 45, No. 1,1997, P. 80. 
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is being included as it was researched prior to the implementation of the repeal and also because it 

serves as a comparator to the next section, the Provincial Sales Tax. 

The GST has been in effect since 1991 and has essentially been a seven percent additional 

cost added on to all goods and services purchased, save for some products deemed by the federal 

government to be essential, such as food and prescription drugs. This removal of this federal tax on 

all municipalities in Canada has had a significant impact on local government, as it has added revenue 

by the act of eliminating a rather large expense. This section will analyse the impact that the GST has 

historically had on the County of Peterborough transportation infrastructure, that is, what the tax has 

cost prior to the repeal, and what future impact the repeal of the GST will have. 

The repeal of the GST was a relatively simple procedure to implement by the federal 

government as there has always been a mechanism in place for refunding a portion of the tax. Local 

municipalities have always received a rebate on their GST payments. At the end of every municipal 

fiscal year, municipalities submit a remittance to obtain their GST rebate. The amount of this 

"refund" has been 57% of the total GST paid, which represents four of the seven percent total. What 

makes the implementation of the full GST rebate simple is that the process that has been in place for 

the partial rebate will be used for the full rebate. Municipalities must still pay the full 7% GST, but 

they will be refunded the full amount. 

The GST applies to all aspects of the transportation infrastructure program in the County of 

Peterborough except the direct cost of internal labour. The GST is applied to all indirect labour costs, 

that is benefits, materials, equipment and the full cost of all contracted work including the 

contractors' direct labour costs. 

Table 4 shows the cost the GST has represented to the County of Peterborough transportation 

infrastructure for the past four years, and the savings that will be seen by benefiting from the full 

rebate in the 2004 fiscal year. 
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Table 4 

County of Peterborough Public Works Department 

GST Payments 

"'Annual Direct Labour estimated based on actual Public Works Department employment at 2004 

rates of pay. Prior year totals are based on the 2004 estimate less 2.5% collective agreement cost of 

living increases. The $350,000 rebate for 2004 has been provided by the County of Peterborough 

Finance Department. 7% GST rates for the balance of the years has been calculated based on the 

2004 ratio of Balance of Budget to 7% GST. 

* 100% GST rebate implemented in 2004. 

Although the overall percentage of the budget is small, the impact of the GST rebate in 

dollars is significant. As can be seen from Table 4, the GST has cost the County of Peterborough 

Public Works Department $795,000 (7% GST less the Municipal Rebate) for the four year period 

prior to 2004, an average of $199,000 per year. Based on an average cost of $65,000 to resurface one 

kilometre of road, had the GST been fully rebated for the previous four years, the County of 

Peterborough would have been able to resurface 12.2 kilometres of road during that period. The full 

rebate of the GST in 2004 will represent a savings to the County of Peterborough Public Works 

Department of $350,000, which will represent the cost for the resurfacing of 5.4 kilometres of road. 

As it has worked out in the 2004 budget, the additional GST rebate savings has been used to off-set 
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the increased costs of liability insurance and legal fees, the harsh reality of inflation and an 

increasingly litigious society. 

One further cost that the County of Peterborough must still pay, and a revenue that the federal 

government still benefits from, is the value of the accruing GST revenues in the period prior to the 

actual physical rebate is made. While it is relatively simple for the mechanical system for the GST to 

be rebated to local municipal governments, this simplicity does not come without a cost to the local 

municipalities. Perhaps this is one area that local municipalities might further lobby the federal 

government in order to supplement the GST rebate as an important alternative revenue source. 

3.u. PROVINCIAL SALES TAX 

The appropriate sub-heading for this section might be, "what's good for the gander is good 

for the goose". As we have seen in the previous section, the federal government has seen fit to 

exempt municipal governments from the act of paying a tax on work that is funded by another form 

of tax, that is, the property tax. The Provincial Sales Tax, known also as the Retail Sales Tax has 

been in existence for a much longer period of time and has also had a significant and long term 

impact on diverting funds from the County of Peterborough general revenues that could have been 

better spent on the maintenance of transportation infrastructure. 

While the federal GST was applied to all costs associated with the transportation 

infrastructure except direct labour costs, the provincial PST does not apply to all of the same costs. 

The PST does apply to the purchase of all goods, but not to the purchase of services. The following 

example helps to explain this application. The Public Works Department contracts a construction 

company to reconstruct an existing road. While the contractor does not directly apply a line item for 

PST to the invoices submitted to the County of Peterborough, it does pay PST on all charges for 

materials used in the construction process, including the materials such as sand, gravel and liquid 

asphalt cement that make up the hot mix asphalt, and aggregates and Portland cement that are used to 
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make the concrete used for curbs and sidewalks. The contractor must pay PST on all materials such 

as sod, seed and topsoil that are purchased from sodding companies, and the paint that is used in the 

application of lines on the pavement surface. While the contractor does not apply the PST to the 

labour that is necessary to complete the work, it must pay the PST on all of the materials that are 

incorporated into the work. While the contractor does not charge directly for the PST that is 

incorporated into its equipment fleet that is used on County projects, the hourly rate of the 

contractor's equipment does contain the PST paid on the capital purchase of the fleet and on the parts 

and any contracted mechanical work that is spent on it. 

Since there has been no purpose in developing or maintaining records related to the PST costs 

that are associated with transportation infrastructure related work and paid both indirectly and directly 

by the County of Peterborough Public Works Department, it is difficult to establish what the exact 

cost to the County of Peterborough is. The following argument is based on conservative estimates as 

they might apply to the 2004 Public Works Budget and is used strictly to make the argument that a 

significant amount of funds are expended on PST: 

The 2004 Public Works Budget is $7.2 million. If the internal direct labour charge of 

$1,136,000 is subtracted from the total, the balance will be $6,064,000. Assuming that 50% of this 

balance is paid to suppliers and contractors for goods related purchases, that is any PST taxable item, 

we are left with a total of $3,032,000 of PST taxable purchases. This equates to $224,593, or 3.1% of 

the Public Works Budget indirectly ending up in Provincial coffers. Based on the $65,000 per 

kilometre amount to resurface a kilometre of road, an additional 3.5 kilometres of road could have 

been resurfaced in 2004 if the Province refunded the PST paid by the Public Works Department. 

Using ratios developed from the previous 4 budget years, this would also represent a total of 

$1,128,400 that could have resurfaced 17.4 kilometres of road. 

The implementation and administration of a PST rebate system would be considerably more 

difficult to manage than that of the GST rebate system as there is no system in place at this time. 

However, some type of partial rebate system, for example based on the value of the PST incorporated 
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into the materials purchased directly or indirectly by the County would be relatively simple to 

manage. 

3.iii. GAS TAX 

Local government access to revenues generated by the gas tax is currently an extremely hot 

topic in discussions between municipalities and the federal and provincial governments in today's 

cash-strapped municipal environment. As part of the recent 2004 federal election campaign, all three 

of the major national parties made a commitment to municipalities in varying degrees that they would 

have access to some of the federal revenues generated by the federal excise tax. "A second-best 

method of paying for road services may be to levy a tax on motor fuels and earmark the proceeds for 

the construction and improvement of roads and highways. An earmarked fuel tax is in effect a crude 

proxy for a price (user charge) that charges road users the marginal costs of providing road services."9 

While there is no municipal gas tax and no direct gas tax revenue transfer in the Province of 

Ontario, there are many examples where this has been successfully implemented. "Many US cities 

levy fuel taxes, but they are scarce at the municipal level in Canada. The Greater Vancouver 

Regional District levies a tax of 4 cents per litre (soon to be 6 cents) for transit and transportation 

services within its borders. Similarly, both Victoria and Montreal impose a tax of 1 lA cents per litre, 

with revenues generated in each city used for transit services there. Cities in Alberta now share in 

provincial fuel tax revenues, although they have no say in the rate - it is determined solely by the 

province, which collects the revenue and transfers it to the cities. Regardless of where municipalities 

have the authority to levy fuel taxes, the revenues are generally earmarked for local roads and public 

transit or are intended to replace provincial grants that were previously provided for local transit and 

roads."10 

9 Bird & Tsiopoulos, "User Char, for Pub. Serv: Pot, and Prob.". p. 80. 
10 Ibid, Kitchen, "Mun. Fin, in a New Fis. Env.". P. 21. 
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^ Listed below in Table 5 is a breakdown of the average cost of a litre of gasoline in the 

Province of Ontario in 2003, based on data supplied by M. J. Erwin & Associates and distributed by 

the petro-chemical industry. 

Table 5 

Gasoline Cost Breakdown 

Based on the fill of an average sized passenger vehicle of 50 litres, the above would represent 

$5.00 for federal excise tax, $7.35 for provincial tax, and a further $1.40 for GST. Taxes represent 

$13.75 of the $33.75 consumer purchase, or 40.7%. 

The total revenues generated by the federal and provincial taxes for gasoline are immense. 

Based on data supplied by Transport Canada and the Ministry of Transportation of Ontario, and 

included in an information package produced by the Canadian Taxpayers Federation, "Gas Tax 

Facts", dated May 24,2001, Federal Gas Tax revenue for 1999 was $4.8 billion and Provincial Gas 

Tax revenue for the same period was $2.8 billion, totalling $7.6 billion. Of this amount, only 

approximately $2.7 billion in total was spent by the two authorities on transportation. These revenues 

are generated as a result of the public purchase of the gas that is needed to fuel the vehicles that use 

the roads that are rapidly deteriorating. An argument can be made that all of the revenue generated 

from the sale of gasoline should be pumped back into transportation in general, and specifically the 

transportation infrastructure. This could in fact be considered a user fee of sorts. "Recent provincial 

downloading and reduced provincial funding have...placed considerable pressure on the property tax 
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#»>n base, raising the importance of introducing provincial legislation that would permit municipalities to 

implement one or more new local taxes. One can defend such enlargement on benefits-based 

grounds. Of the alternatives that are generally viewed as possible supplements to - not substitutes for 

- property taxes, access to a municipal fuel tax would make considerable economic and political 

sense, especially in large urbanized areas with severe traffic congestion. Such a tax could be 

administered easily if piggybacked onto the provincial fuel tax, would be relatively efficient and fair, 

and would likely be politically acceptable if the revenues were used to fund local transit and 

transportation expenditures."" Not withstanding transit systems, this argument is easily transferred to 

the local areas outside of large urbanized areas as the problems of transportation infrastructure 

funding differ only in scope, not in nature. 

An interesting topic that is making its way to the surface in discussions is related to the 

scenario that one day soon may likely arise, that being the elimination of gasoline for the purpose of 

^Iriit^ fuelling motor vehicles. While there is significant research ongoing to reduce or eliminate the use of 

fossil fuels, this scenario would create massive problems for revenue generation for the federal, 

provincial, and hopefully soon, local governments. Not to miss a beat, a number of governments, 

particularly in the United States are already investigating alternatives to the gas tax for the day when 

they may disappear. "In Oregon, a state task force has concluded this scenario isn't all that far 

fetched. It has proposed a possible long-term replacement for the gas tax, something no one has tried 

before: a tax based on how many miles you drive."12 It would appear that as long as there are 

vehicles on the road, government will find a way of developing the taxes needed to maintain their 

revenues. 

How much of the gas tax should go to the County of Peterborough for their transportation 

infrastructure maintenance? Developing a funding formula for how much each municipality should, 

or would receive would likely be a difficult task. Local governments with high population density 

f '' Ibid, Kitchen, "Mun. Fin, in a New Fis. Env.". P. 21. 
12 Eric Pryne, "Oregon to test mileage tax as replacement for gas tax", The Seattle Times. July 5,2004. 



26 

#*v would likely argue for per capita distribution of funds, whereas those with low population density 

would argue for a formula based on the length or value of the infrastructure. Regardless of the 

formula used, a good argument can be made for a re-distribution of the massive revenues received 

from the gas tax by the Provincial and Federal governments or the piggy-backing onto the existing tax 

for sole distribution to local government for their infrastructure maintenance. 

When considering the revenues generated by the drivers of the vehicles of the 21,271 

permanent households (See Table 9, p. 36) in the County of Peterborough when they purchase gas, 

every SI.00 raised per driver would produce $42,542 in local revenues when considering only full-

time residents. This represents a very small amount of the gas taxes currently generated when one 

considers the taxes raised on the fill of a tank of gas for an average car as noted above is $13.75. If 

the average driver filled his or her car once a week and the gas tax revenues from only one week were 

applied to the local level, the County of Peterborough would receive approximately $438,707. 

3.iv INCOME TAX 

One of the simplest solutions to increasing the revenues of municipal governments, and 

providing the resources necessary to supplement the existing transportation infrastructure funding 

mechanisms would be to allow municipalities to implement their own income tax. "The major 

revenue sources of governments in Canada as a whole are sales and income taxes, which together 

account for close to 90 percent of total taxes collected (Bird 1979, p. 31). It is not surprising, 

therefore, that there have frequently been suggestions that local governments too should be permitted 

to tap these sources, which are at present reserved for higher levels of government."13 

Local income taxes are not new, "...it should be noted that both these levies [municipal sales 

and income taxes] have existed at the local level in the past in this country and still exist in some parts 

/# 

13 Ibid, Bird and Slack, "Urb. Pub. Fin. In Can.", p. 77. 
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#*n of the United States. Moreover, in the case of the income tax, local governments in a number of 

European countries - especially Scandinavia - rely almost exclusively upon this source to finance 

their extensive expenditures. Either a municipal income or a municipal sales tax is therefore clearly a 

possible alternative or supplement to property taxes."14 In a separate paper, Bird states, 

"...international experience suggests strongly that local income taxes are the most promising source 

of local finance, at least in industrial countries."15 

It is the opinion of the writer that the major problem with implementing a specific local 

income tax in an environment such as the Province of Ontario would be the uproar created by the 

introduction of a new tax. Assuming the political will for a local income tax would be virtually non 

existent, the most logical step would be to commit a portion of the provincial and or federal income 

tax to local government for their local needs, which conveniently leads into the next section. 

3.v. SUBSIDIES & TRANSFERS 

In the early 1990s, the Province of Ontario commenced the elimination of most provincial 

grants to local governments for the maintenance and new construction of roads. The outright 

elimination of these grants in the County of Peterborough did not occur until 1998. Prior to that time, 

the province heavily subsidized all municipal public works departments, covering a relatively large 

portion of the municipalities' roads budgets. For example, in the County of Peterborough, in 1996, 

the last year of the original grant program for roads and bridges in the County of Peterborough, the 

Public Works Department budget for the year was $5,023,000. Of this total budget, $3,142,000, or 

62.5% was paid for with subsidy revenues contributed by the Ministry of Transportation. The 

significance of the provincial grant system was widely recognized; "Although the relative importance 

14 Ibid, P. 77. 
15 Richard M. Bird, "Financing Local Services: Patterns. Problems and Possibilities". Centre for Urban and 
Community Studies, (Toronto, University of Toronto, 1995), P. 26. 
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of provincial grants has declined slightly in recent years, such grants still constitute an extremely 

important part of the urban financial system."16 

Table 6 

Provincial-Municipal Transfers. 1990 

r 

Total 3,459 850 

Source: Ontario Ministry of Municipal Affairs (1992), and unpublished updates. 

Outlined above, in Table 6 (from Ploeger, H.), is a summary of Provincial-Municipal 

Transfers in the Province of Ontario, 1990. Prior to the elimination of grants, Ploeger states, "...the 

provincial municipal grant structure is very extensive and complex. As can be seen, capital grants are 

completely dominated by roads, transit and environment, the three accounting for 88% of the total."17 

It is easy to see that the provincial grants were essential for the funding of both the operating and 

capital costs of municipal public works departments. It can be argued that they remain so today. 

"Municipal governments... provide a range of local public services (police protection, local roads, 

streets, sidewalks, street lighting, and so on) whose collective benefits are enjoyed by the residents 

16 Ibid, Bird and Slack, "Urb. Pub. Fin, in Can.", p. 14. 
17 Hank Ploeger, "Reforming Provincial-Local Finance in Ontario." Government and Competitiveness School 
of Policy Studies, (Kingston, Queens University, 1994), p. 19,20. 
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f within its jurisdiction. User fees may not be appropriate for funding these services. Instead, they 

should be paid for from a tax or taxes on local residents with grants providing the adjustments 

necessary to account for externalities; that is, something other than a local tax should fund benefits 

that spill over into neighbouring communities."18 

The importance of the municipal grant system can be seen when noting the amount of roads 

and bridges subsidies transferred from the Province to the County of Peterborough for the period 

1992 - 1996, the last year of the full grant program. 

Table 7 

County of Peterborough Roads & Bridges Subsidies 

The elimination of the provincial subsidy system of transfers to the County of Peterborough 

in 1998 had a disastrous financial impact, especially when considering that the downloading of the 

Provincial highways occurred at the same time. 

While the system of provincial subsidies and transfers was effective in providing funds to 

local municipalities for their maintenance purposes, two problems existed with the system as it 

operated. Since the Ministry of Transportation provided the funds for the local roads, they insisted on 

having a say in the management of the local roads systems. This led to many municipalities, at both 

the administrative and the political level feeling a good deal of resentment towards the province. 

Quite often, the representatives of the Ministry would deal with local issues from a strictly objective 

perspective, particularly when prioritizing projects, which would eliminate the political body from 

decision making as it related to which roads would be built or improved. Since the duty of running a 

18 Ibid, Kitchen, "Mun. Fin, in a New Fis. Env.". P. 7 



30 

roads system can be one of the most contentious and widely debated of the local responsibilities, 

reducing the role of local politicians in the process led to the overall reduction of the political process. 

The second problem that existed was one of waste. Based on observations of the writer, 

during the 1980s and early 1990s the political saying, "use it or lose it" was particularly relevant 

when discussing provincial-municipal transfers as they related to the funding of the local 

transportation infrastructure. As a result of the cumbersome provincial bureaucracy that was part of 

the distribution of funds to the local municipalities, local roads managers and superintendents would 

often spend funds in a wasteful manner. Municipal public works depots were often filled with 

equipment and tools that were not necessary for the work that was performed. Year end spending 

was often not to ensure the funds were used in the most effective manner possible, but to use up the 

funds in order to qualify for the same amount, or more, the following year. 

Unfortunately for municipal governments, the province eliminated the municipal grant and 

subsidy program. This left municipalities in a position they were not accustomed to, having to rely 

almost exclusively on the property tax for the funding of their infrastructure maintenance. While it is 

essential that local municipalities receive an injection of funds for the purpose of funding 

transportation infrastructure maintenance, if some form of senior government transfer system is to be 

implemented, a method of installing checks and balances to reduce the potential for the aforesaid 

concerns must be put into place. Local government, especially at the political level, must maintain a 

significant say in what work gets done. Likewise, it is especially important that all of the funds that 

would be received for infrastructure maintenance would have to be managed in a responsible manner. 

Is there rationale for re-instating a provincial grant system for transportation infrastructure? 

"An option favoured by many advocates for cities is to have the federal and provincial governments 

increase grants to their municipalities. We believe that grants can be a useful tool for addressing 

cities1 existing infrastructure gap. In fact, a legitimate argument can be made that federal and 
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provincial governments have an obligation to provide one-time grants to municipalities to help fill the 

financial hole created by downloading."19 

3.vi. INFRASTRUCTURE MAINTENANCE FUNDING PROGRAMS 

^ 

In spite of the provincial government eliminating their subsidization program for roads 

maintenance as discussed in the previous section, there can be no doubt that the provincial 

government recognizes that there is a funding shortfall for local municipalities, particularly as it 

relates to the funding of local infrastructure maintenance. Likewise, the federal government 

recognizes that it has a role to play in assisting the municipalities with funding. Evidence of this can 

be found by noting that both the Province of Ontario and the federal government have participated in 

a number of infrastructure maintenance funding programs that have assisted most municipalities in 

Ontario since the elimination of the provincial subsidy program. The County of Peterborough has 

participated in two programs that have been available to them. 

Table 8 details the infrastructure funding programs that have occurred since the early 1990s 

as they relate to the County of Peterborough. 

Table 8 

Federal/Provincial Infrastructure Funding Programs 

The infrastructure funding programs of 1997, called Canada Ontario Infrastructure Works 

program (COIW) was structured in such a way that each participating party, the federal government, 

the provincial government, and the County of Peterborough would each contribute an equal 1/3 of the 

19 Ibid, "A Choice Between Investing..., "TD Economics Special Report". P. 22. 
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funds required to complete the work of the program. While there were only limited restrictions 

placed on the municipalities with respect to the amount of funds that could be contributed to the 

program, a condition placed on the County of Peterborough, and all participating municipalities in 

Ontario, was that the work to be done could not be budgeted or forecast work. There was a set total 

limit of federal and provincial funding allotted by the Provincial and Federal governments for this 

program. The County of Peterborough, as was the case with most municipalities, chose to invest their 

combined funds into asphalt resurfacing programs, as this type of work requires a minimum of pre-

engineering and design work, can be quickly completed, and provides the best return for immediate 

investment in lengthening the life of the road. 

As a result of the fallout of the Walkerton water disaster, another infrastructure funding 

program was initiated in the Province of Ontario, the Ontario Small Town and Rural (OSTAR) 

funding program. This program was initiated to deal with projects as they related to rural drinking 

water systems and public health and safety issues. Bridge reconstruction programs fell within the 

scope of public health and safety issues, and as a result, municipalities with bridges, such as the 

County of Peterborough were able to apply for funding for assistance with their rural infrastructure 

programs. Coincidently, the timing of this program could not have been better for the County of 

Peterborough as shortly before the program was initiated, a municipal grader punched a hole into the 

bridge deck that forced the closure of the bridge that was reconstructed as part of this program. 

While there is often a great deal of fanfare and publicity attached to the media releases related 

to these infrastructure maintenance funding programs, one must not overlook the impact that these 

projects have on the total needs of the municipality. The federal government issued a news release on 

July 22,2003 which led off with "Ottawa, July 22,2003 - Minister of Industry and Minister 

responsible for Infrastructure Allan Rock today outlined the broad parameters for the $3 billion 

infrastructure funds announced in Budget 2003."20 This news release tells the reader a significant 

\ Canada, Infrastructure Canada, Government of Canada Announces parameters for infrastructure funds. News 

Release, (Ottawa, July 22,2003, p. 1). 
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jgm\ amount of money is going to be injected into infrastructure. At the end of the day, when spread over 

the entire country of Canada, and dealing with the widespread issues that are included under the 

heading of infrastructure, none of the budgeted $3 billion ended up financing any of the County of 

Peterborough's transportation infrastructure maintenance. 

Any funding that is injected into the local public works budget is always gratefully accepted, 

but as the numbers indicate, the funding programs make a very small dent in the amount of work that 

remains to be funded and completed. For example, while the federal and provincial governments 

contributed a total of $326,703 for the OSTAR project, and the result of the funding was the 

reconstruction of an eighty year old bridge that had been closed due to its poor condition, when the 

project was complete, there remained $95 million (see Table 1) of work left outstanding on the 

County of Peterborough Public Works Department needs list. A lot of hype, a lot of fanfare, but at 

the end of the day, the result is only a drop in the bucket - the reduction of the transportation 

infrastructure needs within the County of Peterborough of 1/3 of a percent. 

One interesting after-thought as it relates to the voluntary participation of the Province of 

Ontario and the federal government when it comes to injecting funds into local municipal 

infrastructure maintenance through structured, non-annualized funding programs is that, while the 

funds were gratefully accepted by all participating municipalities, including the County of 

Peterborough, a cynic might think that the provincial and federal governments may have initiated 

these programs as a means of saving themselves billions of dollars. As discussed in a previous 

section, local municipalities have been lobbying both senior governments relentlessly for access to 

the gas tax. By initiating infrastructure maintenance funding programs, and projecting the image of 

generously assisting local municipalities with infrequent cash, the senior governments may have been 

reducing the pressure being placed on them by municipalities to get access to the gas tax, a 

dependable, annualized, sustainable source of alternate revenue. 

Infrastructure maintenance funding programs, while effective in providing municipalities an 

opportunity to complete a major project that might be difficult to finance without assistance, or allow 
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/jswn a municipal public works department to complete more capital work than they normally would in a 

year, fail to provide any sustainable financing that is essential in managing any infrastructure system. 

As noted above, while these programs are always welcome, without the predictability of 

annualization, these programs are little more than over-hyped drops in the bucket. Interestingly, once 

the infrastructure maintenance funding programs become annualized, predictable, dependable and 

sustainable for the local municipality, they will no longer be considered infrastructure maintenance 

funding programs, but would be better defined as subsidies or transfers. 

3.vii. USER FEES 

There has been a great deal of focus on user fees as supplemental or alternative revenue 

sources in the past decade in Ontario. There is a reasonable amount of potential for the 

implementation of a number of relevant user fees in the County of Peterborough as they might relate 

to the maintenance of transportation infrastructure. "Budgetary pressures are leading governments at 

all levels to turn increasingly to user charges to finance their activities. Properly designed and 

applied, user charges can indeed play an important role in providing finance for what governments 

do. What is more important, they can also ensure that what governments do is what people want and 

are willing to pay for. Nonetheless, it is by no means easy either to determine the appropriate domain 

for user charges or to design and implement user charges when they are appropriate."21 

"Various authors, including Bossons (1981), Thirsk (1982), Hobson (1987) and the Economic 

Council of Canada (1987), have argued that property related services" [water and sewer services, 

garbage disposal, roads, fire and police protection, street lighting] "should be financed on a user 

charge basis reflecting some notion of cost sharing."22 The key to the implementation of user fees at 

the local municipal level is to gain the authority to do so, and to ensure that the fees are designed to 

21 Bird & Tsiopoulos, "User Char, for Pub. Serv.: Pot.&Prob". p. 27. 
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apply to the users of the roads and that there is a strong relationship between the use, the users, and 

the applicable fees. "Bad pricing in one area can too easily become the enemy of good policy in 

general, so it is worth taking the time and trouble needed to ensure that the right charges are applied 

to the right services. User charges are potentially too important an instrument in improving public 

sector outcomes to be left to the vagaries of officials and politicians looking for money from any 

source, special- interest groups defending their particular subsidies on public-interest grounds, 

journalists looking for sensational headlines, or, for that matter, economists trying to sell efficiency as 

a panacea for all of society's ills."23 

While most people living in the Province of Ontario would associate toll highways, such as 

Highway 407 in the Greater Toronto Area or toll bridges such as those which link Canada to the 

United States as appropriate user fees, this type of toll is not practical in the County of Peterborough. 

Toll roads are effective only where there is controlled access, such as with the Provincial 400 series 

highways, and secondly, there simply is not the traffic volume available to generate any significant 

funds. 

User fees that might be deemed to be more appropriate in the County of Peterborough are 

drivers' licence fees, vehicle licence fees, fees on sand and gravel extraction, and fees on timber 

stumpage. These fees would be relatively easy to quantify and there is a direct relationship between 

the user, the use and the fee. 

As noted in the introduction, there are 21,271 permanent households in the County of 

Peterborough. If there is an average of two licensed drivers and one and one half licensed vehicles 

per household (strictly a hypothetical assumption for the purpose of making this argument), the 

following user fees might be established for each on an annual basis: 

jspn n Paul Hobson, "Efficiency and the Local Public Sector". Government and Competitiveness School of Policy 

f Studies, (Queens University, 1993), P. 31. 
23 23 Ibid, Bird & Tsiopoulos, "User Char. For Publ. Serv: Pot & Prob.". P. 28 
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J Table 9 

County of Peterborough License Fees 

0 

* Households includes full-time only. 

From Table 9, there is the potential to raise a significant amount of revenue through the 

implementation of County licensing fees. Implementation and administration of such fees would be 

relatively simple as they could be piggy-backed onto the existing provincial licensing fees and 

administered through the existing provincial licensing bureaus. 

One form of user fee that is in place that could be increased to supplement the funds needed 

for the maintenance of transportation infrastructure is the fees the County of Peterborough receives 

from pits and quarries within the County. The County of Peterborough receives on average, 

approximately $10,000 per year from the Ministry of Natural Resources from fees paid to the 

ministry from local aggregate producers. In 2003, the amount received was $14,244. This amount is 

comprised of $0,005 per tonne of some of the materials extracted from the pits and quarries. No 

funding is received for materials removed from areas within Crown Land (there are a large number of 

pits and quarries located on Crown Land in the County of Peterborough) and no funding is received 

for materials removed from areas exempted by the province. The province has the right to exempt 

any pit and quarry for any or no reason. 

While it is clearly understood that the County road system is meant to handle the 

requirements of commercial transport in order to sustain the local and regional economy, trucks that 

haul the sand and gravel removed from the pits and quarries create an incredible amount of wear and 

tear on the roads within the County. It is not unreasonable to charge an increased amount to the pits 

and quarries to help pay the cost of the infrastructure maintenance as it relates to their use. Table 10 
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shows the quantity of material extracted from the pits and quarries within the County of Peterborough 

and the fees received from the Ministry of Natural Resources for the material extracted. 

Table 10 

County of Peterborough Pits & Quarries Production 

*Source: Ontario Aggregate Resources Corporation 

*Note: Not all production qualified for the $0,005 fee per tonne. 

From Table 10, based on 2002 total production quantities, for every $.01 added to the fee for 

all extracted material from the pits and quarries in the County of Peterborough, regardless of its 

origin, an additional $32,000 would be raised which would be of assistance to the maintenance of the 

transportation infrastructure. Considering the wear and tear the trucks used for the hauling of 

aggregates on County of Peterborough roads cause, the application of a $0.05 - $0.10 fee would raise 

$160,000 - $320,000 per year. Again, this user fee demonstrates a clear association between the user 

and the fee. Applying the benefit to the maintenance of the transportation infrastructure demonstrates 

an association between the use, the user and the fee. Since there is a system in place with the 

Ministry of Natural Resources to monitor tonnage and gather revenues, piggy-backing onto the 

provincial system would be a simple task. 

An identical argument could be made for the implementation of some fee for stumpage cut 

and hauled from forests within the County of Peterborough. The only difference in this regard from 

that noted above regarding pits and quarries is that there is no system in place for taxing or gathering 

revenue at this time. The establishment of an administration at the County level to manage this might 
g 
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negate the benefits that might be found. Further investigation into this alternative would be 

necessary. 

V 
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CHAPTER 4: POLITICAL INITIATIVES 

Financial assistance from the provincial and federal governments will not come without an 

intensive, focussed lobby by the lower tier municipalities 

During the summer of 2002, the twelve counties of Eastern Ontario, through the leadership of 

the Eastern Ontario Wardens Caucus, agreed to undertake a detailed study related to the full impact of 

the broad range of services transferred through the provincial government's Local Services 

Realignment Initiative. The findings of this study have been compiled in a document entitled "Future 

Directions" and have been submitted to a number of Provincial ministries including the Ministries of 

Municipal Affairs and Housing, Transportation, and Finance of the Province of Ontario and a number 

of federal ministries. The findings of this study state that there is in fact a huge gap in the funds 

available and the funds needed to provide local residents with the services that local government in 

Eastern Ontario is mandated to provide. Recommendations made in Future Directions as they related 

to transportation infrastructure were: 

• That the Provincial Government provide capital funding of $25 million per year for capital 

improvements for former provincial highways. 

• That the Province also provide funding for operating costs of former provincial highways in 

the amount of $5,000 per two-lane kilometre. 

• That those jurisdictions responsible for arterial roads and bridges receive a portion of gasoline 

tax and other user fee revenues to support a portion of the capital cost and operating cost of 

the transportation infrastructure. 

• That qualifying infrastructure be selected according to set criteria recognizing the uniqueness 

of eastern Ontario, and that those funds be distributed on a life cycle basis, commensurate 

with the quantity and character of infrastructure in their care. 
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• That local municipalities receive a percentage of the capital costs covered in each 

municipality, and it should be adjusted to reflect the local ability to generate revenues from 

the property tax base. 

While there have been a number of high level meetings with representatives of the Eastern 

Ontario Wardens' Caucus and representatives of the Province of Ontario and the federal government 

at both the political and senior staff level, there has been no action to date on implementing any of the 

recommendations of Future Directions. Continued pressure on the senior levels of government is 

necessary if there is any hope of local government, specifically the County of Peterborough, receiving 

the funding necessary to provide the transportation infrastructure necessary in the future. 
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CHAPTERS: CONCLUSION 

Concerns related to the provision of funding for transportation infrastructure is 

widespread throughout local government. "Increasingly there is recognition that the infrastructure 

that served communities well in its early life has aged, deteriorated or reached maximum carrying 

capacity."24 The initial section of this paper, Chapter 2, Establishing the Needs, dealt with 

determining the need for alternative revenue sources for the maintenance of the transportation 

infrastructure in the County of Peterborough. 

The roads and bridges that constitute the transportation infrastructure of the County of 

Peterborough have current maintenance needs totalling $98 million. The amount of work that is 

needed to maintain the infrastructure is increasing at an alarming rate, an increase of $19 million, or 

24% from 1999 to 2003. The increase is for the most part due to the decreasing condition of the 

roads. 

The current means for financing the maintenance of the transportation infrastructure within 

the County of Peterborough is the property tax. In spite of the annual increases to the Public Works 

budget through the levy, there is little room left to increase the property tax in order to further finance 

municipal transportation infrastructure maintenance. In today's political environment, there is 

tremendous resistance to increasing any taxes at the local level, although there is sound reason for 

doing so. Politicians are under great pressure from their constituents to maintain the status quo at 

best, or at worst, to institute tax cuts. With the re-alignment of services introduced by the Provincial 

government in the 1990s, there has been a substantial increase in costs to local municipalities for the 

provision of the downloaded services that have had to be addressed through property tax increases. 

JSPs 

\ Almos Tassonyi, "Financing Municipal Infrastructure in Canada's Citv-Regions". ed. Paul A. R. Hobson and 

France St Hilaird, (Montreal, Renouf Publishing Co. Ltd., 1997), p. 171. 
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While both senior governments have taken credit for introducing tax cuts at the provincial and federal 

levels, these tax cuts have been paid for partly by increases at the local level. 

Not only is the existing level of spending inadequate in keeping up with the inflating value of 

the transportation infrastructure needs of the County of Peterborough, the reserves for the roads and 

bridges are declining at a rate where they will likely be depleted in the next 5-10 years. Once this 

occurs, it will be difficult for the County of Peterborough to meet the existing annual spending levels 

on their roads and bridges. 

There can be no question that the current funding system for local infrastructure maintenance 

is inadequate to ensure a sustainable, well maintained transportation network. 

The second question that was dealt with in this paper was, "Is there a single, more effective 

means of funding local infrastructure maintenance?" The alternative revenue sources discussed in 

this paper included the federal GST, the provincial PST, the gas tax, income tax, subsidies and 

transfers, infrastructure maintenance funding programs and user fees. There are compelling 

arguments to implement, or in some cases, increase local government access to all of these sources of 

funds. An argument for not implementing a local income tax can be made, and the implementation of 

a full rebate to municipalities of the GST has already been instituted, adding much needed funds, 

$350,000 for 2004 to the County of Peterborough. An argument can be made to access funds from 

the other sources noted to assist local government. 

The implementation of a PST rebate makes good sense for the provision of more funds but 

would be relatively difficult to implement and administer as an entire new bureaucracy would have to 

be initiated to deal with this program. Although it may not make much sense for the provincial 

government to be taxing local government, a large amount of the potential savings to the local 

governments, approximately $225,000 per year to the County of Peterborough, would likely be 

partially off-set by administrative costs. 

Infrastructure maintenance funding programs have been of marginal benefit to municipalities 

in the past. The value of the funds injected into local coffers has not come near the amount of the 
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z#"*\ recently eliminated provincial transfers. While the funding of these programs is welcome by local 

municipalities, these programs as a source of funding are minimal and totally unpredictable. 

Significant, sustainable funding is essential for ensuring that municipalities can properly forecast their 

spending and design a long-term maintenance program that will result in an efficient and effective 

transportation system. 

It makes sense to implement some or all of the remaining alternative revenue sources 

discussed in this paper, the gas tax, subsidies and transfers, and user fees. Either diverting some of 

the federal and/or provincial gas tax, or piggy-backing an increase onto the existing gas taxes and 

designating it for municipal transportation infrastructure would be a simple to implement, simple to 

administer solution. In doing this, there would be no "new" tax created, but an extension to an 

existing one. This would also provide a sustainable tax to local government, not withstanding the 

potential impact that the reduction or elimination of the use of gas as fuel would cause. As discussed, 

there is a way around this obstacle with the implementation of alternate mileage taxes. The key to the 

success of this option is the sustainability of the source of the funds. 

Access to the gas tax might be considered a form of subsidies and transfers. In fact, the 

revenues generated through the gas tax could be utilized as transfer funding, a relatively simple task. 

There has been widespread documented success of subsidies and transfers as they relate to municipal 

transportation infrastructure funding. The key to re-implementing this type of program is the 

generation of adequate revenues at the provincial level. This could only be done through the increase 

of some type of tax. Once again, we are led back to the gas tax as the best potential solution. This 

ties in further with the best solutions, in that the gas tax can truly be considered a user fee, and makes 

good sense as long as the funds generated from it are pumped back into transportation infrastructure. 

Other user fees as outlined in this paper have the potential of increasing fees at the local 

level, but lack the potential for totally funding the infrastructure needs of most municipalities by 

themselves. Local license taxes, both on drivers' licenses and on vehicle licenses would be easy to 

implement but would not generate significant revenues. Access to aggregate and stumpage revenues 
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would potentially offer significant resources, be simple to implement for the aggregates, yet difficult 

to implement for the timber industry, but in end, would not be sufficient to provide the necessary 

sustainable, long-term financing needed for municipalities province wide. Most municipalities in the 

province require significant funding increases but many of those same municipalities do not have 

local aggregate or timber industries. It is important that the implementation of any new funding 

program be applicable on a province wide basis. 

The above discussion leads to the conclusion that not only is the gas tax the single, most 

effective means of funding local infrastructure maintenance, but also that it would succeed on a 

province-wide basis. This would, in fact, be the best solution for the County of Peterborough. 

The attitudes of the senior levels of government must change when addressing the financial 

needs of local government. Local municipal government requires the financial tools to provide their 

residents with the services that are required. "While the economic arguments for reforming property 

taxes, imposing user fees, and giving municipalities access to new tax sources are solid and have been 

around for some time, they have never received much political support. In part, the reason may be the 

provinces' reluctance to relinquish any control over municipalities and unwillingness to permit them 

access to additional tax sources currently in the provincial domain."25 The Province must change 

their attitude and the collective efforts of groups such as the Eastern Ontario Wardens Caucus will 

prove to be essential in gaining this change. "Given past political resistance, why should one believe 

that these reforms would receive political acceptance in the future? While the answer is uncertain, the 

probability of securing these changes may now be greater than ever. Given the increasing role that 

cities and regions play in the global economy and the recent trend toward greater reliance on own-

source revenues, improving the efficiency of municipal taxes and enhancing their accountability is 

becoming more urgent."26 

\ M Ibid, Kitchen, "Mun. Fin, in a New Fis. Env.". P. 22. 
26 Ibid, P. 22. 
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Municipal Bridge Appraisal • Sheet 3 

M. Remarks 

Lower Buckhorn Lake Bridge (Bridge No. 23001). MTO Site No. 26-146. County Road 23,0.60 km South of County Road 

, Lot 9, Cone VIII, Harvey, Township of Galway-Cavandish-Harvey, County of Peterborough: 

• Structure is not posted with a load limit. 

- Three span (29.3 m+V; 33.5 m+\-; 29.3 m+V) precast concrete girder bridge with a concrete deck and asphalt wearing 

surface. 

- Concrete parapet walls are in fair condition with cracking, spading and delaminations. A horizontal crack was noted 

along the outside face of the wall about 100 mm below the top of the wall in several areas. Steel parapet rails are in 

good condition. Several anchor bolts are missing or broken off. 

- Concrete sidewalks are in generally good condition with extensive light scaling. Minor cracking was also noted. Some 

areas of the west sidewalk have been coated with tapecrete. The tapecrete is debonded in some locations. 

- Asphalt paved wearing surface is in fair condition with numerous sealed and unsealed cracks. 

- Deck expansion joints consist of strip seals set in steel armouring angles in concrete dams. Deck expansion joints are 

in generally good condition with minor corrosion of the steel armouring angles. Evidence of leakage was noted. 

- Concrete deck soffit, precast concrete girders and piers are in good condition. 

- Concrete abutments are in poor to fair condition with minor water staining and extensive delaminations. The east end 

of the south abutment face is extensively spalled. 

- Concrete wingwalls are in generally good condition with minor localized cracking and scaling. 

- Watercourse is unobstructed with no evidence of scour. A dam is located about 50 m upstream of the bridge. 

- Asphalt paved approach roads are in generally good condition with minor cracking. 

- Concrete approach slabs have settled. A 100 mm+\- (maximum) step was noted at the wingwalls. 

- Concrete curb and gutter and asphalt boulevards on the approaches are in good condition. 

- Steel beam guiderail on the approaches are in good condition. 

- No serious evidence of structural distress. 

- Structure does not require posting with a load limit. 

- Major rehabilitation - repair concrete parapet walls, patch, waterproof and pave bridge deck, replace expansion joints, 

repair abutments, overlay sidewalks on approach slabs and adjust sidewalks on approaches. 

Minor repairs - pad south approach slab and replace missing and broken parapet post anchor bolts. 

Requires a deck condition survey. 
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