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1.0 Summary

Metrolinx is a government agency that plays a key
role in public transit services in Ontario. Metrolinx
operates GO Transit trains and buses in the Greater
Toronto and Hamilton Area (GTHA) and the
Union Pearson (UP) Express from Union Station in
downtown Toronto to the Toronto Pearson Airport.
It also awards and manages the contracts for the
electronic fare system PRESTO, which enables rid-
ers to tap a PRESTO card to pay for fares on buses
and trains in municipalities across the GTHA and in
Ottawa on OC Transpo.

Metrolinx has also been tasked with planning
and rolling out a fare system that would be inte-
grated across the GTHA. An integrated fare system
would mean that riders would pay one fare when
crossing municipal boundaries. For example, on a
trip starting in Mississauga and ending in Toronto,
arider would pay a single fare, instead of pay-
ing one fare for a MiWay bus in Mississauga and
a second fare for a Toronto Transit Commission
(TTC) subway ride, as they do currently.

Metrolinx’s responsibilities are set out in the
Metrolinx Act, 2006 and in a Memorandum of
Understanding with the Ministry of Transportation
(Ministry).

In 2019/20, Metrolinx’s total operating costs
were $1.151 billion and as of December 31, 2019,
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Metrolinx employed the equivalent of 4,197
full-time staff. Since 2014/15, Metrolinx has had
increasing operating deficits that have been subsid-
ized by the province. It will face further financial
pressure as a result of the COVID-19 pandemic.

Regarding its train and bus operations, Metro-
linx’s on-time performance for GO trains—its
ability to keep the trains on schedule—has been
between 92% and 95% during the last five years,
and for buses approximately 95% consistently. Its
on-time performance for trains is comparable to
that of other transit agencies in the United States
and the United Kingdom. While overall on-time
performance for trains and buses is positive,
Metrolinx should continue to focus on improving
the performance of those train and bus routes and
lines with a high number of delays or cancellations.
We found that the delays and cancellations for
trains were mainly related to the services provided
by Canadian National Railway (CN), Canadian
Pacific Railway (CP) and Bombardier. Metrolinx
needs to collect more information on bus delays to
determine how to make further improvements on
its on-time performance for buses.

For the electronic PRESTO fare system, Metro-
linx is highly dependent on its service provider
Accenture. The Ministry contracted Accenture
in 2006 to build an electronic fare system with
capability for flat fares (same fare regardless of
the distance travelled) and zone-based travel (fare
based on the number of zones crossed in one trip);



fare system equipment (for example, tap devices);
an initial website; and capability for customer
service access such as in-person, via telephone
and email. Since 2006, Accenture’s scope of work
increased to include services including deploying
PRESTO on the TTC in Toronto and OC Transpo
in Ottawa.

The Ministry’s original contract with Accenture
totalled $231.7 million. Metrolinx took over the
contract with Accenture in 2011. As PRESTO servi-
ces expanded after 2012, Metrolinx engaged Accen-
ture for additional work worth over $1.7 billion
under the existing agreement without competitive
procurements. Metrolinx has grown significantly
dependent on Accenture, a situation about which
Metrolinx’s Board has expressed concern to man-
agement over the years. Nevertheless, Metrolinx
continued to approve the contract increases. The
contract between Metrolinx and Accenture is
currently not managed under Metrolinx’s Vendor
Performance Management System. This means
that, unlike the arrangement with other service
providers, Metrolinx does not assess and review
Accenture’s performance every six months and
provide a performance rating that would form part
of Metrolinx’s evaluation of bids from Accenture for
future contracts.

Since the launch of PRESTO in 2010, riders have
not yet had two key elements: the convenience of
integrated fares across the GTHA; and the ability
to use their own debit or credit cards to tap and
pay—a feature called “open payment.” In the latest
plans to modernize PRESTO, senior Metrolinx
management had originally planned to implement
open payment no earlier than 2022, when Accen-
ture’s main contract agreement expires. However,
Metrolinx’s CEO and Audit, Finance and Risk Man-

agement Committee pushed to expedite the project.

In 2019 and 2020, Metrolinx engaged Accenture
to deliver a pilot project for open payment on UP
Express under the existing agreement and did not
conduct a competitive tender process.

A qualified Board of Directors oversees Metro-
linx’s operations through its Chief Executive Officer

and is responsible for setting strategic direction.
The Board is also responsible for identifying, man-
aging and monitoring key risks, such as passenger
safety; Metrolinx’s financial performance; capital
projects; and technology and cybersecurity (see

our related 2020 audit, Information Technology (IT)
Systems and Cybersecurity at Metrolinx). Metrolinx’s
Board composition has changed since 2018, and our
review of governance confirmed improvements in
governance processes.

Operations

® Although Metrolinx plans to competitively
procure the services Accenture currently
provides in anticipation of the PRESTO
contract expiration, Accenture may have
an advantage in being chosen for this
work. The services Accenture currently pro-
vides include operating the core IT software
system and piloting an open payment capabil-
ity. Despite Metrolinx’s intent to competitively
procure this and other services in future, we
noted that between October 2019 and April
2020, Metrolinx engaged Accenture, under
the existing agreement, to develop and pilot
an open payment capability on UP Express
and for additional maintenance work within
the current PRESTO system for approximately
$53 million. Metrolinx launched the pilot
to meet customers’ expectations and dem-
onstrate progress with PRESTQO’s ability to
accept different forms of payment. Engaging
Accenture to deliver the open payment pilot
work could likely give Accenture a further
advantage over competing service providers
when all the PRESTO systems and services
are tendered.

o After 14 years, PRESTO has still not
been fully adopted in the GTHA. One
of the key objectives of the PRESTO fare
card system was to seamlessly connect GO
Transit and municipal transit agencies in the
GTHA. PRESTO use by riders has increased



substantially in the last decade, with an
overall adoption rate across the GTHA of
71%. However, the adoption rates vary by
municipalities. For example, in Durham
Region, it was only 37.5% as of January 2020.
One of the reasons for this low adoption rate
is that Accenture has not been able to have
PRESTO offer the same discounted fare to
post-secondary students that they currently
enjoy with the Durham Region UPass. About
30% of Durham Region Transit’s riders

are post-secondary students. Three post-
secondary schools contracted with a third
party to create an app to enable a student
discount on Durham’s transit system. If this
third-party UPass solution is rolled out,
students will have no incentive to switch

to PRESTO.

Commuters still do not pay one fare when
they cross city boundaries. Metrolinx’s
vision for integrated fares across the GTHA
would allow riders to pay just once when
they cross regional and municipal boundaries
using different transit systems. In our 2012
audit, Metrolinx—Regional Transportation
Planning, we recommended that Metrolinx
work with the provincial government and
GTHA transit agencies to make progress on
implementing fare integration. However, we
found that little progress had been made at
the time of this audit.

Metrolinx has not consistently tracked

the cause of train delays and cancella-
tions related to Bombardier. Bombardier
provides the crews to operate all GO rail
trips and solely maintains the entire GO train
fleet. Between 2015/16 and 2019/20, train
crew operation issues related to Bombardier
resulted in 2,353 train delays and 211 train
cancellations. In the same time period, equip-
ment issues related to Bombardier resulted
in 2,804 train delays and 724 train cancella-
tions. Two separate teams within Metrolinx’s
Rail Operations Business Unit oversee the two
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Bombardier contracts without a standardized
approach. The main instrument for managing
Bombardier’s contract performance has been
issuing liquidated damages—compensation
for specific breaches of contract. However,
there was no consistency between the two
teams in collecting and analyzing data with
respect to Bombardier’s performance and
issuing liquidated damages. According to
Metrolinx, it will be rolling out in-house stan-
dard reports and analyses for trending train
delays caused by Bombardier’s rail equipment
and train crew operation service issues on a
monthly basis by February 2021.

Metrolinx has limited data on bus delays
and cancellations to understand how

to further improve the reliability of bus
services. On a daily basis, there was an aver-
age of 101 bus delays and 2.4 cancellations
from 2015/16 to 2019/20. We noted that
Metrolinx does not have an effective system
in place to track the reasons for bus delays

or cancellations when they occur. Metrolinx
uses a manual process for capturing some bus
delay reasons and lacks complete informa-
tion to understand how to further improve
the reliability of bus service, especially on
the routes that are most affected by delays

or cancellations.

Metrolinx established the Service Guar-
antee Program to improve customer
satisfaction and drive customer loyalty and
retention; however, customer satisfaction
with the claim submission process has
been low. GO train riders can claim a refund
within specific parameters when trains are
late or cancelled. According to Metrolinx’s
overall customer satisfaction survey results,
customer satisfaction with the Program’s
claim submission process ranged from 57%
to 63% over the last five years. Metrolinx’s
GO Contact Centre received over 19,800
customer complaints during the last five
years related to this Program. They included



complaints about denied claim disputes and
the eligibility criteria, as well as suggestions
for an automatic refund process. Although
Metrolinx has implemented a number of
changes to the Program over the years to
improve customer experience, we found that
it still has a number of deficiencies, including
no automatic refund services, a short window
to make a claim and lack of clarity on some
denied claims.

Metrolinx needs to take steps to reduce

its operating costs. Metrolinx’s operating
expenses increased by 52% between 2015/16
and 2019/20. This required the province

to increase their operating subsidies to
Metrolinx by a total of 80%, or $187 million.
During the same period, Metrolinx’s operat-
ing subsidies have in part increased due to

its expanded service mandate. However,

the Ministry’s February 2020 review of
Metrolinx’s operations found opportunities to
reduce operating costs by reducing manage-
ment overhead, reducing back-office costs,
and improving operational costs and revenue
collection.

Since it was announced to be a pandemic
in March 2020, COVID-19 has significantly
impacted transit operations. The COVID-19
pandemic has had, and continues to have,

a significant impact on all areas of Metro-
linx’s business. In March 2020, Metrolinx
reduced services and/or suspended routes
on GO trains, buses and the UP Express, as
ridership declined by as much as 95% as a
result of the pandemic. Between March and
September 2020, Metrolinx’s GO train trip
frequency fluctuated between 39% to 64% of
pre-COVID-19 service levels; UP was consist-
ently at 50% of previous service frequency;
and bus service fluctuated between 58% and
61% of its normal operations. In September,
Metrolinx increased services on both its rail
and bus lines as schools and some businesses
reopened. While ridership saw a steady but

slow recovery, as of September 2020, rider-
ship was still about 90% below Metrolinx’s
pre-COVID ridership forecast. At the same
time, in response to the pandemic, Metrolinx
has had to deploy measures on its trains and
buses for the safety of its customers that have
resulted in additional costs. At the time of
our audit, Metrolinx’s 2020/21 business plan,
reflecting the impacts of the pandemic, was
being reviewed internally. The preliminary
analysis indicated a significant increase in the
amount of provincial subsidy Metrolinx will
require in 2020/21, of potentially as much

as $600 million above previously approved
levels.

Governance

© Metrolinx has a qualified Board of Direc-

tors providing oversight. We found that
Metrolinx’s current Board of Directors has
diverse skills. Most Board members have
extensive experience in corporate govern-
ance and have served or are currently serv-
ing on other boards of public and private
corporations. Some directors previously held
executive roles in various organizations. The
directors’ skill sets include engineering, rail,
infrastructure project finance, accounting
and technology. At the time of our audit, 12
of the 14 current Board members (excluding
the CEO) had been appointed in the last two
years. Considering the complexity of Metro-
linx’s operations, it is important to stagger
appointments in the future to smooth the
transition of new members to the Board.
Metrolinx’s Memorandum of Understand-
ing (MOU) with the Ministry does not
reflect the current roles of Metrolinx and
the Ministry in transportation planning.
Metrolinx signed the MOU with the Ministry
in 2010. The MOU was to provide clarity
around accountability relationships and
roles and responsibilities, and ensure that



Metrolinx’s transportation services remain
consistent with provincial legislation and
with government policies. Thirteen amend-
ments have been made to the Metrolinx Act,
2006 and the province has issued 20 letters
of direction to Metrolinx since the sign-

ing of the MOU in 2010. The MOU has not
been amended to reflect these changes and
updated roles, responsibilities and account-
abilities. In particular, 2018 legislative chan-
ges regarding the Ministry’s and Metrolinx’s
roles in regional transportation planning
are not reflected in the MOU. The Ministry
indicated the need to revise the MOU in late
2018; however, this has not yet been done.

Cost Estimates of Light Rapid Transit
(LRT) Projects

On December 18, 2019, the Leader of the Official
Opposition in Ontario requested that our Office
assess the reasonableness of cost estimates pre-
sented to the public under the current and previous
governments for rapid transit projects. This request
included the Hamilton light rapid transit (LRT)
system, which the Ministry cancelled on Decem-
ber 16, 2019. We replied on December 19, 2019
that we were in the process of auditing Metrolinx
and we would be reviewing this issue. We noted
the following:
® For the Finch West LRT, the winning bid
was lower than the budget approved by
the Treasury Board. The initial budget for
the Finch West LRT, approved by the Treasury
Board in 2015, was $4.4 billion. The final
budget, based on the winning bid approved
by the Treasury Board in 2019, was $3.4 bil-
lion, or 23% lower than the initial budget.
The initial budget, based on the project
design being only 10% complete, accepted a
certain level of risk with regard to its preci-
sion (that is, the budget was expected to be
within 30% of the final cost).
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® The cost estimate of the Hurontario LRT

increased by $600 million from the ori-
ginal budget approved by the Treasury
Board even though the scope of the project
was reduced. The Treasury Board approved
an initial budget of $5 billion in August

2016 for the Hurontario LRT. After issuing
the Request for Proposal for the project in
August 2017, Metrolinx received feedback
from proponents that the cost of the project
would be higher. In December 2018, the
Ministry sought Treasury Board approval to
reduce the scope of the project, including
reducing the length of the line by about two
kilometres, the number of LRT vehicles from
43 to 28, and the frequency of trains during
peak periods from every five minutes to every
seven-and-a-half minutes. The Treasury
Board approved the reduced scope and
reduced the line to the current 18 kilometres
with 19 stops. Between April and May 2019,
Metrolinx received two qualifying bids for
the project. Despite the reduction in project
scope, the final bids still came in higher than
the initial Treasury Board-approved budget of
$5 billion. The final Treasury Board-approved
budget in 2019, based on the winning bid,
was $5.6 billion. This was $600 million more
than the $5 billion originally approved (an
increase of 12%). The initial budget approved
by Treasury Board was again based on project
design being only 10% complete and was
expected to be within 30% of the final cost.
The Ministry was aware as early as 2016
that the total cost estimate for the Hamil-
ton LRT would be higher than the $1 bil-
lion in capital costs that the province had
publicly committed to funding in 2015,

but it did not make this fact public. The

$1 billion was sufficient to cover only the
project’s initially estimated construction cost.
Subsequently, in December 2016, Treasury
Board approved a budget of $2.981 billion

for the project, based on estimated costs that



included $823 million in construction costs.
In March 2018, Treasury Board approved
a revised cost estimate of $3.659 billion,
including construction costs of $1.083 bil-
lion, because the LRT’s estimated length had
increased. We found that the 2016 and 2018
estimates did not represent the full cost of
the LRT and were significantly understated.
These estimates were not made public at
those times. Based on a detailed review, we
found that the $5.5-billion cost estimate
reported by the Minister of Transportation in
December 2019, when the project was can-
celled, was reasonable.

This report contains 13 recommendations, with

26 action items, to address our findings.

Overall Conclusion

Metrolinx’s on-time rail service performance is
comparable to that of transit agencies in other
jurisdictions, but Metrolinx could further improve
its on-time performance. For example, it has not
consistently tracked the cause of service delays and
cancellations attributable to Bombardier’s issues
with rail equipment and train crew operations.
Regarding bus service, Metrolinx needs to improve
the quality and completeness of its data on bus
delays and cancellations, especially for the worst-
performing routes, in order to improve the reliabil-
ity of bus service.

Metrolinx has effective processes in place to
operate trains and buses safely in accordance with
applicable legislation, regulations, agreements
and policies. These processes include Transport
Canada’s monitoring of compliance with the Federal
Railway Safety Act, various regulatory bus inspec-
tions, and Metrolinx’s own analysis of passenger
safety incidents and actions to reduce the impact
on customers.

With respect to the PRESTO electronic fare
system, we found that Metrolinx created a depend-
ency on Accenture for all aspects of designing,
building and operating PRESTO by not competi-

tively tendering as PRESTO services expanded.
Metrolinx plans to go to market in 2022 to procure
the services that Accenture currently provides
under its master agreement for PRESTO. However,
it may have given Accenture a competitive advan-
tage by engaging it under its existing agreement to
deliver the current open payment pilot project on
UP Express.

Overall, the $5.5-billion cost estimate that the
Minister of Transportation provided in 2019 for the
Hamilton LRT was reasonable. The Ministry was
aware in both December 2016 and March 2018 that
the estimated costs for the project were higher than
its public commitment of $1 billion, which was
only for construction costs, but it did not make the
increases public or communicate them to the City
of Hamilton.

Metrolinx’s Board will need to continue to
address the ongoing challenges facing Metrolinx.
Metrolinx has had increasing operating expenses
in the past five years, leading to higher operating
deficits, and now faces further financial pressure as
a result of the COVID-19 pandemic.

Metrolinx thanks the Auditor General for
completing the Operations and Governance
Audit. The findings will help support continuous
improvement in our operations, PRESTO, and
capital programs.

We further appreciate the report’s recogni-
tion that Metrolinx has a capable Board of Direc-
tors to help oversee and steer organizational
direction. Metrolinx is committed to delivering
safe and reliable services to our customers that
are easy to use, engaging communities where
neighbourhoods are being transformed by
transit projects and ensuring strong governance,
oversight, processes and controls underpin the
growing complexity and scope of the Metrolinx
business.



Metrolinx accepts the recommendations to
enhance PRESTO expertise and reduce reli-
ance on Accenture. PRESTO management is
currently preparing for re-procurement of the
PRESTO system, and has already taken steps
to strengthen internal technical expertise,
developed a future state road-map that reduces
reliance on any one vendor, and gives PRESTO
stronger control of its systems through cloud
technology and development of an integra-
tion hub. All future contracts will support
accountability through specific and actionable
performance targets. Metrolinx will continue to
work with municipal and provincial partners on
fare integration strategies and work to remove
barriers to PRESTO adoption. Metrolinx has an
active PRESTO Board Committee that will pro-
vide further governance and decision-making
on PRESTO operations.

Customer satisfaction is one of our key prior-
ities and we accept the Auditor General’s recom-
mendations aimed at increasing satisfaction and
on time performance. Metrolinx will develop
stronger internal tracking processes and systems
to better track and remediate the root cause of
train and bus delays and cancellations. We will
continue to work with our rail partners and
vendors, including CN, CP, and Bombardier to
improve reliability for our customers. Metrolinx
will complete a review of the Service Guarantee
Program and assess the feasibility of automating
the current process.

Over the last five years, Metrolinx has
increased service capacity by 41.5%, while
reducing its operating expenses as a percent-
age of train capacity (i.e., cost per user seat) by
8.2%. Metrolinx plans to make further efforts to
reduce costs through ongoing analysis of organ-
izational spans and layers of control.

Metrolinx will review its Light Rail Transit
(LRT) reporting and estimation practices in
partnership with Infrastructure Ontario. Much
work has already been completed since the LRT
program’s inception, including an enhanced
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business case framework and methodology,
monthly reporting review and additional project
governance and approvals through the Metro-
linx Investment Panel and Board. In October
2020, Metrolinx enacted a new Capital Over-
sight Committee of the Board with a mandate
to provide advice to management and the Board
regarding Metrolinx’s activities in developing,
procuring and implementing large transit infra-
structure projects, which includes project and
program review for light rail transit and other
transit expansion projects. Metrolinx will fur-
ther review its current Board progress reporting
packages to ensure sufficient detail and timely
reporting on material project changes.

2.0 Background

2.1 Overview of Metrolinx

Metrolinx was created as an agency of the govern-
ment of Ontario by the Greater Toronto Transporta-
tion Authority Act, 2006, now the Metrolinx Act,
2006 (Act). The Act sets out the mandate and
responsibilities of Metrolinx. Specifically, Metrolinx
is to provide leadership in co-ordinating, plan-
ning, financing, developing and implementing an
integrated transit network in the Greater Golden
Horseshoe. It also oversees transit capital projects,
and operates GO Transit trains and buses, the
Union Pearson (UP) Express and the PRESTO fare
payment system.

The Greater Toronto and Hamilton Area (GTHA)
is expected to reach a total population of 10 million
by 2041. Metrolinx initially provided transporta-
tion planning for the GTHA. In 2018, Metrolinx
developed its 2041 Regional Transportation Plan
as a blueprint to create an integrated regional
transportation system that was expected to serve
this growing population. However, on Novem-
ber 15, 2018, the province introduced Bill 57,
Restoring Trust, Transparency and Accountability



Act, 2018, which, among other things, changed
Metrolinx’s planning mandate to focus on transit
planning rather than broader regional transporta-
tion planning. The Ministry has now assumed this
responsibility. In June 2019, the Act was amended
to facilitate Metrolinx’s ownership and control of
designated rapid transit projects: the Relief Line
(North and South—now referred to as the Ontario
Line); the Scarborough Subway Extension; and the
Yonge Subway Extension.

2.2 Board of Directors

Metrolinx is governed by its Board of Directors.
The Board is responsible for setting Metrolinx’s
strategic direction, identifying, managing and
monitoring key risks, as well as providing oversight
of its operations. Metrolinx’s Board consists of the
Chair, the President and Chief Executive Officer,
and up to 13 other members appointed by the
Lieutenant Governor in Council on the recommen-
dation of the Minister of Transportation. Currently,
the Board comprises 15 members appointed by
Order-in-Council.

According to the Metrolinx Act, 2006, the Board
is required to meet at least four times per year and
is accountable to the Minister of Transportation.
Historically, Metrolinx has held at least six Board
meetings per year, with at least four including pub-
lic and media sessions. Until June 2020, the Board
had five standing committees—Audit, Finance and
Risk Management; Customer Experience; Govern-
ance; Human Resources and Compensation; and
Executive Committee. In June 2020, three advisory
committees— Capital Oversight, PRESTO and Real
Estate—became standing committees of the Board
and increased the total number of Board commit-
tees to eight.

2.3 Key Service Operations
2.3.1 GO Transit

GO Transit, in operation since 1967, merged with
Metrolinx in 2009. GO Transit is the regional public
transit service for the Greater Toronto and Hamil-
ton Area (GTHA) that stretches from Hamilton and
Kitchener-Waterloo in the west to Newcastle and
Peterborough in the east, and from Orangeville,
Barrie and Beaverton in the north to Niagara Falls
in the south. See Figure 1 for Metrolinx’s GO Tran-
sit system map.

The GO Transit network consists of seven train
lines running through 68 stations and 44 bus routes
that provided over 76 million passenger trips in the
2019/20 fiscal year. The bus routes either replace
some train service outside of rush hour (defined as
from the start of service to 9 a.m. and from 3 p.m.
to 7 p.m., Monday to Friday) or provide connec-
tions beyond the train lines. Figure 2 and Figure 3
show the growth in GO Transit ridership over the
last five years.

The operation and maintenance for the 91
train locomotives and 918 bi-level train coaches is
contracted out to Bombardier, which provides certi-
fied train crews, train operators, customer service
ambassadors and fleet technicians. Bombardier
operates all GO rail trips (479,461 trips from April
2015 to March 2020).

The operation of 321 double-deck and 185
single-deck bus coaches is provided in-house by
Metrolinx’s 875 unionized drivers, 265 unionized
and non-unionized bus and facility maintenance
staff and 125 non-unionized support staff.

Metrolinx owns 69% of the rail corridors it uses
and the remaining 31% are owned by Canadian
National Railway (CN) and Canadian Pacific
Railway (CP). Metrolinx trains are dispatched
by CN and CP Rail, Toronto Terminals Railways
and RailTerm. At the time of our audit, Metrolinx
started the process of transitioning the dispatching
of all trains in-house in February 2020. Metrolinx
has projected that this transition will be completed
by 2022.
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Figure 2: Passenger Boardings for GO Rail by Routes, 2015/16-2019/20

Source of data: Metrolinx

5-Year %

2015/16 2016/17 2017/18 2018/19 2019/20 Change

Barrie 4,503,154 4,679,975 4,883,401 5,678,545 5,829,895 29
Kitchener 4,860,365 5,253,974 5,524,280 5,820,970 6,045,133 24
Richmond Hill 2,394,303 2,488,933 2,673,341 2,909,086 2,919,435 22
Stouffville 3,899,338 3,888,525 4,164,133 4,505,948 4,488,176 15
Lakeshore West 17,090,641 17,735,180 18,616,173 19,193,716 19,318,368 13
Lakeshore East 13,533,254 13,706,381 13,577,331 14,246,885 14,800,696 9
Milton 6,776,264 6,956,268 7,049,139 7,451,621 7,201,498 6
Total 53,057,319 54,709,236 56,487,798 59,806,771 60,603,201 14

Figure 3: Passenger Boardings for GO Bus by Routes, 2015/16-2019/20
Source of data: Metrolinx

5-Year %

2015/16 2016/17 2017/18 2018/19 2019/20  Change

Richmond Hill 143,811 139,099 149,019 160,161 161,970 13
Kitchener 1,090,503 1,046,280 1,132,859 1,266,463 1,174,550 8
Lakeshore West 216,701 228,709 234,582 236,851 223,150 3
Milton 1,603,841 1,638,872 1,577,411 1,652,037 1,627,409 1
Lakeshore East 234,864 239,546 240,693 236,528 207,157 (12)
Stouffville 681,895 714,362 457,992 450,447 415,689 (39)
Barrie 716,264 747,611 590,357 279,342 302,166 (58)
Total 4,687,879 4,754,479 4,382,913 4,281,829 4,112,091 (12)

2.3.2 UP Express

UP Express, launched in June 2015, connects Union
Station (rail and subway stations in downtown
Toronto) and Toronto Pearson Airport. The system
consists of four stations and spans a total of 23
kilometres. Trains depart every 15 minutes from
4:55 a.m. to 1 a.m. seven days a week. Total rider-
ship was 4.2 million in 2019/20.

2.3.3 PRESTO

PRESTO is an electronic fare payment system for
public transit in the GTHA and Ottawa-Carleton
region for buses, subways, light rail and street-
cars. PRESTO is available on 11 transit systems

in southern and eastern Ontario, including nine
municipal transit systems as well as GO Transit and

UP Express. The nine municipal transit systems
consist of Brampton Transit, Burlington Transit,
Durham Region Transit, Hamilton Street Railway,
MiWay (Mississauga), Oakville Transit, OC Transpo
(Ottawa), the Toronto Transit Commission and
York Region Transit.

PRESTO became an operational division of
Metrolinx in 2011. There were close to 8 million
unique PRESTO cards issued (registered and
unregistered) across all transit agencies as of the
end of the 2019/20 fiscal year. Figure 4 presents
the growth of PRESTO card users for all transit
users in the last five years. From 2015/16 to
2019/20, the annual number of boardings of transit
customers using PRESTO has increased by 281%.

Customers using PRESTO cards pay by tapping
their card on machines either at transit stations



or on vehicles. They can load funds and check
balances at machines in stations or via the app or
web. PRESTO card services are also offered at over
200 retail locations as well as all PRESTO-enabled
transit agencies’ customer service locations. All
PRESTO customers have access to the PRESTO Call
Centre and its online tools. While PRESTO cards
are geared toward regular transit users, PRESTO
one-way, round-trip tickets and day passes are also
available for occasional transit.

In 2006, after completing a public tendering
process, the Ministry of Transportation awarded a
10-year contract of $231.7 million to Accenture to
design, build and operate the PRESTO electronic
fare system. This initial contract was to implement
the fare system for GO Transit and the 905 munici-
pal transit agencies. The original scope in 2006 was
to build a fare collection system that was capable of
accepting flat fares (the same fare regardless of the
distance travelled, such as on the TTC subway) and
zone-based travel (the fare is based on the number
of zones crossed in one trip, such as on a GO train).
The scope also included the fare system equipment
(for example, tap devices), the initial website and
for customer service access such as in-person, via
telephone and email.

In 2016, Metrolinx extended the contract
with Accenture to 2022 to continue the rollout of
PRESTO across the GTHA, including UP Express,
OC Transpo (Ottawa) and the TTC (Toronto). See
Figure 5 for a timeline of the PRESTO rollout for
the 11 transit agencies and their adoption rates as
of January 31, 2020.

At the time of our audit, Metrolinx was rolling
out the mid-term plan of its PRESTO 2025 Modern-
ization Strategy to upgrade the central system and
PRESTO equipment, such as ticket machines, tap
devices and fare gates. Some of the new products
in the mid-term plan include open payment (using
debit and credit cards to pay for transit) and paying
fares with the customer’s phone (through various
apps).

Metrolinx is also working on preparing for
the procurement of PRESTO services once the
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Figure 4: Growth of PRESTO Card Users for All Transit
Agencies, 2015/16-2019/20

Source of data: Metrolinx
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Figure 5: PRESTO Adoption at GO Transit and Transit
Agencies, as of January 31, 2020

Source of data: Metrolinx

Rollout Adoption
Transit Agency Completion* Rate (%)
Burlington Transit 2010 80.8
Oakville Transit 2010 88.1
Brampton Transit 2011 91.8
Hamilton Street Railway 2011 75.0
Durham Region Transit 2011 375
MiWay (Mississauga) 2011 67.0
York Region Transit 2011 79.0
0C Transpo (Ottawa) 2013 48.8
UP Express 2015 55.3
Toronto Transit Commission 2018 71.5
Overall 70.8

* Metrolinx defines “rollout completion” as when a transit rider can pay
with PRESTO throughout a transit agency’s network.

current agreement with the key service provider,
Accenture, expires in October 2022. Through

this procurement process, Metrolinx is aiming to
move to a multi-vendor model. The plan includes
transferring pieces of the current PRESTO
system—for example, the website, the apps and
the contact centre—to various new suppliers over
time. The payment system for PRESTO will include



an open payment function. The current system
developed by Accenture (legacy system) would
continue during transitioning, pending the results
of the procurement.

2.4 Financial and
Staffing Information

As seen in Figure 6, in 2019/20, Metrolinx earned
about $721 million in revenue from fares and other
sources. Fare revenue from GO Transit and UP
Express services accounts for about 80% of Metro-
linx’s total revenue. Non-fare revenue consists
mostly of PRESTO commission fees collected from
the TTC and other transit providers, partnership
and advertising revenue, corridor access fees,
commercial space revenue, and gains and losses
on sale of capital assets. Total operating costs were
$1.151 billion in 2019/20.

For the period 2015/16 to 2019/20, Metrolinx
had an average annual operating loss of about
$343 million. The province provides an operat-
ing subsidy to Metrolinx each year to cover the
operating loss. Figure 7 shows that the operating
subsidy provided by the province increased 80%
from approximately $234 million in 2015/16 to
$421 million in 2019/20, in part due to increases in
service capacity during the same period.

Capital project costs are funded by three levels
of government, mostly by the province. Figure 7
shows that the annual capital subsidies from the
three levels of governments increased 30% from
$2.757 billion in 2015/16 to $3.597 billion in
2019/20 due to a number of transit projects that are
under way. Metrolinx estimates that the capital cost
subsidy will total $23.6 billion from 2020/21 to
2024/25. This funding will be used for GO Transit

Figure 6: Metrolinx Selected Financial Information, 2015/16-2019/20 ($ million)

Prepared by the Office of the Auditor General of Ontario

5-year %
2015/16 2016/17 2017/18 2018/19 2019/20 Change

Operating Items
Fare Revenue! 479.47 519.90 540.99 566.66 574.16 20
Non-fare Revenue? 45.25 51.77 84.53 94.85 146.73 224
Total Revenue 524.72 571.67 625.52 661.51 720.89 37

Operating Costs
Operations® 222.92 248.18 314.58 356.33 375.40 68
Labour and Benefits 256.60 268.80 308.23 325.06 342.70 34
Supplies and Services* 81.47 88.75 9r.11 120.07 149.13 83
Facilities and Tracks® 107.52 129.90 146.00 168.97 145.41 35
Equipment Maintenance® 90.85 99.94 118.19 117.86 138.32 52
Total Operations 759.36 835.57 984.11 1,088.29 1,150.96 52
Operating Loss (234.64) (263.90) (358.59) (426.78) (430.07) 83

1. Fare revenue from GO bus, rail and UP Express services, less fare integration costs.

2. Non-fare revenue includes PRESTO commission fees collected from the TTC and other transit providers, partnership and advertising revenue, corridor access
fees, commercial space revenue, and gains and losses on sale of capital assets.

3. Operations includes costs associated with rail, bus, crew, and PRESTO operations, fuel, power and communications, road charges, insurance and claims,

and farecard stock and commissions.

4. Supplies and services include professional services, advertising and promotions, financial fees and services, uniforms, office supplies and equipment,

software and staff development.

5. Facilities and tracks include costs associated with the maintenance of corridor, stations, facilities, rent, utilities, telecommunications and contracted

services.

6. Equipment maintenance includes fleet repair and maintenance, inspection and cleaning, some supplies, materials, yard operations, bus storage and other

support services.



Metrolinx Operations and Governance “

Figure 7: Federal, Provincial and Municipal Subsidies to Metrolinx, 2015/16-2019/20 ($ million)

Prepared by the Office of the Auditor General of Ontario

5-Year %
Trend

2015/16

2016/17 2017/18 2018/19 2019/20

Provincial capital subsidy 2,712 2,759 3,407 3,877 3,687 32
Federal capital subsidy 35 26 112 27 4 (88)
Municipal capital subsidy 10 8 14 13 6 (41)
Total capital subsidy 2,757 2,793 3,533 3,917 3,597 30
Operating subsidy? 234 263 341 4211 4211 80
Total subsidy 2,991 3,056 3,874 4,338 4,018 34
1. Reclassifications were made for subsidies for cancelled capital programs and bid fees.
2. The province provides the operating subsidy.
Figure 8: Metrolinx’s Organizational Chart, as of December 31, 2019
Prepared by the Office of the Auditor General of Ontario
Metrolinx
Capital Projects Operations Planning and PRESTO Communications| | Marketing Administration
Group GO Transit and Development Delivers the * Media Developing and Corporate
Delivers and UP Express * Service PRESTO transit relations products, Support
oversees the operations planning fare card « Government, services and Corporate
transit FTE: 2,474 « Capital project | | Program community partnerships for || functions, such
expansion pre-planning FE: 178 and GO and UP as Finance,
projects ) stakeholder customers Human
* Setting scope
FTE: 622 and degfining engagement FTE: 82 Resources, Legal
] and IT
projects FTE: 78 FTE: 508
FTE: 165 '

Note: Staffing numbers are full-time equivalents (FTE).

expansion, rehabilitation and renewal, PRESTO,
rapid transit projects and the subways program.
As of December 31, 2019, Metrolinx employed
the equivalent of 4,197 full-time staff. See Figure 8
for Metrolinx’s organization chart. About half
(52%) of Metrolinx’s workforce is represented
by two unions: the International Association of
Machinists and Aerospace Workers (IAMAW) and
the Amalgamated Transit Union (ATU). Employees
who are members of IAMAW consist of customer
care representatives and customer service co-
ordinators. Employees who are members of ATU
include front-line staff (bus drivers, technicians,

station attendants and transit safety officers), along
with some corporate support functions such as

IT, communications and finance. Non-unionized
employees account for 48% of Metrolinx’s work-
force and consist of employees from across the
organization. Labour and benefits accounted for
30% of expenditures.

2.5 Service Performance

One of Metrolinx’s corporate goals is “to be on
time.” Its Customer Charter states, “We want to get
you where you need to be, when you need to be



there.” For all rail trips, Metrolinx defines on-time
performance as within five minutes of scheduled
train arrival time at the final station at each respect-
ive line and within 15 minutes for bus.

From 2015/16 to 2019/20, Metrolinx pub-
licly reported on-time performance for rail was
between 92% and 95% and for bus of around 95%
consistently. During the same period, the number
of scheduled GO train trips increased by 43%
from 81,340 trips in 2015/16 to 116,450 trips in
2019/20.

Similar to transit agencies in other jurisdictions,
Metrolinx’s on-time performance calculation did
not include delays due to some external factors that
Metrolinx considered to be out of its control, such
as extreme weather conditions. Metrolinx’s publicly
reported on-time performance for trains was com-
parable with other transit agencies in the United
States and the United Kingdom.

Figure 9 shows train delays and ridership
by train route from 2015/16 to 2019/20.

Figure 10 provides a summary of train delays

and cancellations grouped by delay and
cancellation reasons from 2015/16 to 2019/20.
The most common reasons for train delays and
cancellations were due to external factors. These
delays were attributed to external factors such

as trespassers, vandalism to stations or vehicles,
police investigations, medical emergencies,
priority alarms (not equipment related), external
passenger safety incidents and any construction
where passengers received advance notice from
Metrolinx (for example, via the GO Transit website,
announcements at stations and on-board train and
bus announcements).

2.6 Fare Integration

One of Metrolinx’s ten strategic directions is
implementing an integrated regional fare struc-
ture. It was envisioned that by 2012 a region-wide
integrated transit fare system would be in place
allowing users to pay a seamless, integrated fare for
all transit systems across the region. PRESTO fare

smart card technology was a cornerstone in this
strategy with a focus on offering new fare products,
such as special passes for certain time periods, and
integrating fares throughout the region. Metrolinx
has analyzed options for the design of an integrated
regional fare structure and implemented several
programs.

Cross boundary trips—that is, those where
riders change transit systems—have increased
significantly in recent years. In 2014, there were
over 16 million cross-boundary trips. In 2019, there
were over 43 million cross-boundary trips taken.
For 2019, this included 8.5 million riders who
used both the TTC and GO Transit. An additional
11.7 million riders used both the TTC and 905 tran-
sit. Overall, 27% of active PRESTO cards were used
across more than one transit agency.

Metrolinx currently has co-fare arrangements
with all GTHA transit agencies other than the TTC,
where passengers transferring between GO Transit
and municipal transit can use their PRESTO cards
to receive a discount on the ride they transfer
to. In 2019/20, the cost of running the co-fare
arrangement, paid for by the province, was over
$16.4 million.

2.7 Customer Service

Customer inquiries and complaints relating to GO
Transit and UP Express are handled by Metrolinx’s
internal Customer Care Team while those relating
to PRESTO are mainly handled by Metrolinx’s con-
tractor, Accenture. Both contact centres together
responded to about 1.5 million customer inquiries
and complaints in 2019. Inquiries may come in

the form of telephone calls, emails, webs com-
ment forms, webchat (PRESTO) and social media.
According to Metrolinx, which conducts monthly
and quarterly surveys of GO Transit users and
monthly and semi-annual surveys of PRESTO cus-
tomers, in 2019/20, customer satisfaction was 79%
for GO services and 73% for PRESTO.
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Figure 10: Reasons for GO Train Delays and Cancellations, 2015/16-2019/20

Prepared by the Office of the Auditor General of Ontario

Number of Delays and Cancellations

Delay and Cancellation 5-Year 5-Year %
Reasons 2015/16 2016/17 2017/18 2018/19 2019/20 Total Change
External Factors! 1,228 1,275 1,601 3,136 3,322 10,562 171
Track/Signal? 1,005 951 1,217 1,795 1,667 6,635 66
Train Control® 905 649 717 1,679 1,823 5,773 101
Construction 354 434 657 1,701 1,210 4,356 242
Equipment Problems* 417 773 695 1,032 1,114 4,031 167
GO Passenger Service® 598 740 554 436 590 2,918 (1)
Congestion 505 429 510 979 383 2,806 (24)
Crew?® 311 415 501 720 618 2,565 99
Train Operation 327 248 253 258 155 1,241 (53)
Weather 78 38 99 417 151 783 94
Communications 78 43 53 101 48 323 (38)
Total 5,806 5,995 6,857 12,254 11,081 41,993 91

1. External factors include medical emergencies, police investigations, trespassers and vandalism.

2. Track/Signal-related delays and cancellations mainly occur on operational infrastructure owned by CN and CP (Section 4.2.1).
3. Ninety percent of train control delays and cancellations are attributable to CN and CP (Section 4.2.1).
4

. Equipment-related delays and cancellations are mainly attributable to external service providers or original equipment manufacturers. Eighty-eight percent of
equipment issues causing delays and cancellations are attributable to Bombardier. (Section 4.2.2).

5. GO passenger service includes waiting for passengers due to a special event such as a concert.

6. Crew related delays and cancellations attributable to Bombardier, which is the sole operator of Metrolinx’s rail services (Section 4.2.2).

2.8 Passenger Safety

Transport Canada is the federal department
responsible for developing regulations, policies and
services of rail transportation in Canada. Transport
Canada’s rail safety inspectors conduct inspections
to determine whether a railway’s operations, equip-
ment, signals and infrastructure support safety

and complies with the Federal Railway Safety Act.
Transport Canada conducted eight inspections on
Metrolinx’s rail operations in 2020 covering rail
operations, train tracks, fleet maintenance and sig-
nals. Of the eight inspections, Metrolinx passed six
of them with no concerns raised. For the remaining
two inspections, Transport Canada raised concerns
about trains operating at speeds higher than the
allowable limits, faulty track equipment and poor
visibility of track signage due to placement or
being covered by vegetation. By the end of our
audit, Metrolinx had addressed those concerns and

Transport Canada had also accepted Metrolinx’s
corrective measures.

For buses, Metrolinx has processes in place that
are defined by various compliance requirements.
For example, under Regulation 199/07 under the
Highway Traffic Act, inspection of vehicles is done
daily by bus drivers. Semi-annually, Ministry of
Transportation-licensed motor vehicle inspection
mechanics check compliance of vehicles with the
National Safety Standard and applicable legislation.

Metrolinx also tracks and monitors passenger
safety incidents on Metrolinx vehicles, property
and facilities such as train stations and bus stops.
There has been an average of about seven injuries
per million passengers in 2018 and 2019. The top
reasons for passenger injuries are slips, trips and
falls at stations and also falls on buses due to hard
breaking or acceleration. Metrolinx analyzes injury
trends on a regular basis to develop action plans to
reduce injuries and impact on customers.
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Figure 11: Total Amount Paid to Metrolinx’s External Service Providers for Key Transit Operations,
2015/16-2019/20

Source of data: Metrolinx

Company Metrolinx Line of Business  Service Provided ($ million)

Bombardier Transportation Canada GO Operations Operations and maintenance of GO trains 1,157
and UP Express

Accenture PRESTO Implementation of the PRESTO fare card 793
system

PNR RailWorks GO Operations Routine track and signal maintenance on 209
train corridors

Toronto Terminals Railway GO Operations Track maintenance and operations 109

Canadian National Railway GO Operations Track and rail maintenance of train corridors 104

Canadian Pacific Railway GO Operations Track and rail maintenance of corridors 48

2.9 Service Provider Management

Metrolinx has retained several external service
providers (Figure 11) to deliver some of its key
operations, such as operating and maintaining GO
Transit trains and UP Express trains; maintaining
train tracks across its rail corridors; operating and
maintaining train signals; and designing, imple-
menting and maintaining the PRESTO fare card
system.

Following the recommendations of our 2016
Annual Report value-for-money audit, Metrolinx—
Public Transit Construction Contract Awarding and
Oversight, Metrolinx completed the implementa-
tion of a Vendor Performance Management System
in 2017 to supplement existing contract manage-
ment procedures.

Under the System, Metrolinx business units are
to measure the performance of their vendors using
a contract performance appraisal scorecard. Interim
contract performance appraisals are generally
issued annually or every six months at Metrolinx’s
discretion for contracts longer than 12 months.
Final appraisals are required to be issued after
contract completion. For contracts tendered prior
to 2015, Metrolinx may, at its discretion, choose to
apply the requirements of the Vendor Performance
Management System. This decision is jointly made
by the business unit that retained the vendor, the
procurement division, and where required, Metro-
linx’s legal team.

2.10 Light Rail Transit
(LRT) Projects

Light rail transit (LRT) consists of light rail vehicles
typically running in an exclusive right-of-way, fully
separated from traffic, with signal priority meas-
ures in place, and longer distances between stops
compared with buses and streetcars. The higher
capacity of these transit vehicles and the ability to
link multiple vehicles together allow more people to
travel faster than traditional buses and streetcars.

Metrolinx is responsible for the planning and
delivery of LRT projects, including developing pro-
ject cost estimates, proposing project budgets for
approval and managing the cost once the proposed
budget is approved by the Treasury Board/Man-
agement Board of Cabinet. All major public infra-
structure projects, including LRT projects, with an
estimated capital cost exceeding $100 million are
evaluated for delivery using the public-private-part-
nership (P3) model, as directed by the government.
Under the P3 model, Metrolinx initiates a project
and establishes the scope, budget and purpose of
the project. A private-sector company is contracted
to finance and carry out construction, and in some
cases, be responsible for the long-term mainten-
ance and/or operation of a project after completing
construction. All six LRT projects mentioned in this
report selected a P3 delivery model.



These six rapid transit projects were identified

in Metrolinx’s 2008 Big Move regional transporta-

tion plan—the Eglinton Crosstown, Finch West,

Hamilton, Hurontario, Scarborough and Sheppard
East—that would later be selected to be LRTs.
Figure 12 shows the status and latest Treasury

Board-approved budgets for these LRT projects

as of June 30, 2020. Please note that all Treasury

Board-approved budgets in this report are pre-

sented in year of expenditure dollars. We discuss
our findings on the Eglinton Crosstown LRT project
and the Scarborough LRT cancellation in our 2018
Annual Report and 2020 Annual Report follow-up,
Metrolinx-LRT Construction and Infrastructure
Planning.

Figure 12: Status of Light Rail Transit (LRT) Projects, as of June 30, 2020

Prepared by the Office of the Auditor General of Ontario

Project Description
. Eglinton-Crosstown, Toronto

Latest Treasury
Board-Approved

Status Budget ($ billion)

Located along Eglinton Avenue

Connects Weston Road and TTC Kennedy Station

Length: 19 km (10 km underground)

25 stations and stops, linking to and intersecting with 54 TTC
bus routes, three TTC subway stations, the Union-Pearson
Express, and three GO train routes (Kitchener, Barrie and
Stouffville)

12.0
(May 2016)

¢ Under construction since 2016
¢ Target in-service date: Sep 2021

. Finch West, Toronto

Located along Finch Avenue West
Connects Finch West TTC station and Humber College
Length: 11 km

3.4
(May 2019)

¢ Under construction since 2018
» Target in-service date: 2023

. Hurontario, Mississauga

Located along Hurontario Street
Connects Port Credit GO Station and Steeles Avenue
Length: 18 km

5.6
(Aug 2019)

¢ Main contract awarded
Oct 21, 2019

» Target in-service date: Sep 2024

4. Scarborough, Toronto

Upgrade the existing Scarborough Rapid Transit (SRT) service
between Kennedy and McCowan stations

Extend the service to Malvern Town Centre
Length: Existing SRT is 6 km; proposed extension was 5 km

e (Cancelled in 2013 n/a

5. Sheppard East, Toronto

Located along Sheppard Avenue
Connects Don Mills TTC Station to Morningside Avenue
Length: 13 km

e Deferred in 2015
¢ Cancelled in 2019

n/a

6.

Hamilton LRT, Hamilton

Spans the City of Hamilton below the mountain (along Main
Street, King Street and Queenston Road)

Connects McMaster University to Eastgate Square
Length: 14 km

e Cancelled in 2019 3.7

(Mar 2018)




LRT Cost Estimation Process

According to the Canadian Institute of Quantity
Surveyors, capital projects are divided into four
classes that measure two elements: how close the
cost estimate is to the final cost, and what percent-
age of the project design is complete. The four
classes-D, C, B and A- are in order of how accurate
the cost estimate is, with D the least accurate and A
the most accurate. They are as follows:

Class D: within 30% of the final cost; only

10% of the project design is complete.

Class C: within 20% of the final cost; 30% of

the project design is complete.

Class B: within 15% of the final cost; 60% of

the project design is complete.

Class A: within 10% of the final cost; 90% of

the project design is complete.

The process for preparing a cost estimate for
Treasury Board approval begins with Metrolinx and
Infrastructure Ontario. Metrolinx is responsible for
estimating the capital costs and uses the services of
engineering firms to estimate operating and main-
tenance costs of the project. Infrastructure Ontario
generates financing and insurance costs using
financial modelling.

This initial cost estimate is prepared to a level of
Class D. The Ministry of Transportation (Ministry)
submits this initial cost estimate to the Treasury
Board for LRT budget approvals. This process has
been used for all LRT projects in Ontario delivered
through a Public Private Partnership (P3) model.

As part of the procurement of the LRTs under
the P3 model, proponents refine the project design
as part of the bidding process and advance the
project design completion to 30% before submitting
their bids. In contrast, under a traditional procure-
ment model, the project owner, such as Metrolinx,
would refine the project design to 90% of comple-
tion prior to tendering the project.

During the procurement process, Metrolinx and
Infrastructure Ontario refine their internal cost esti-
mates. They also engage external cost consultants
to advise on or validate their cost estimates. The

Metrolinx Operations and Governance “

updated cost estimate is then used as a benchmark,
along with other historical bids received for other
transit projects, to assess the bids.

The Treasury Board approves the final LRT
budget based on the winning bid, which could be
lower or higher than the initial budget it approved.
In the case that the winning bid exceeds the initial
approved LRT project budget by 5% or more,
the 2015 Treasury Board/Management Board of
Cabinet Directive for Major Public Infrastructure
Projects states that the Ministry must submit
another request for additional funding to the Treas-
ury Board. In that case, the Treasury Board may
approve the revised, increased budget based on the
winning bid or decline the request, which would
result in a failed procurement and cancellation of
the project.

Once the contract is awarded, the successful
bidder further advances the project design toward
completion and takes on additional costs associ-
ated with the unknowns in the design that they are
responsible for as part of the contract.

3.0 Audit Objective and Scope

Our audit objective was to assess whether Metro-
linx has effective governance and administrative
structures and processes in place to:
® operate GO Transit trains and buses, and UP
Express trains, on-time and safely in a cost-
effective manner in accordance with applic-
able legislation, regulations, agreements and
policies;
® operate the PRESTO fare payment system in
an integrated and customer-focused manner
in collaboration with other transit partners;
o reliably estimate the cost of completing its
light rail transit projects, including the Hamil-
ton light rail transit project; and
© measure and publicly report periodically on
the results and effectiveness of its operations
in meeting its mandate.



In planning for our work, we identified the audit
criteria (Appendix 1) we would use to address our
audit objective. We established these criteria based
on a review of applicable legislation, policies and
procedures, internal and external studies and best
practices. Metrolinx’s senior management reviewed
and agreed with the suitability of our objective and
associated criteria.

In determining the scope of this audit, we
referred back to our previous audits of Metrolinx.
Specifically: (2018) Metrolinx LRT Construction
and Infrastructure Planning; (2018) Metrolinx GO
Station Selection; (2016) Metrolinx Public Transit
Construction Contract Awarding and Oversight; and
(2012) Metrolinx Regional Transportation Planning.

This audit focused on the following of Metro-
linx’s operations:

© measurement and reporting of the perform-

ance of its rail and bus service;

® the Service Guarantee Program,;

® progress on the integrated regional fare sys-

tem within the GTHA; and

© management and oversight of its PRESTO

contract with Accenture and other large
external service providers responsible for key
transit operations;

© the reasonableness of costs estimates for com-

pleting its light rail transit projects including
estimates associated with the cancellation of
the Hamilton LRT; and

© Board governance.

This audit did not assess Metrolinx’s transporta-
tion and transit planning process or its manage-
ment of capital projects such as the Ontario Line.

After the start of our audit, on December 18,
2019, we received a request from the Leader of the
Official Opposition in Ontario that our Office assess
the reasonableness of cost estimates presented to
the public under the current and previous govern-
ments for rapid transit projects, including the Ham-
ilton LRT. Our audit of Metrolinx was under way
and we responded on December 19, 2019 that we
were conducting this work as part of our audit.

We conducted our audit between December
2019 and September 2020. We performed our work
primarily at Metrolinx’s office. Due to the impact
of COVID-19, our work was conducted remotely
between mid-March 2020 and July 9, 2020.

We received written representation from
Metrolinx, the Ministry of Transportation and
Infrastructure Ontario management that, effective
November 13, 2020, they had provided us with
all the information they were aware of that could
significantly affect the findings or the conclusions
of this report.

In performing our audit work, we spoke with
staff and reviewed relevant documentation from
the Ministry of Transportation, Infrastructure
Ontario, the Ministry of Infrastructure, the City
of Hamilton and Transport Action Ontario for
our review of cost estimates of LRT projects. We
engaged an independent, professional quantity sur-
veying and project management firm specializing
in construction cost planning, estimating and cost
control to assist us in reviewing Metrolinx’s LRT
cost estimating process and in and assessing the
reasonableness of the $5.5-billion Hamilton LRT
cost estimate in December 2019 and the two earlier
cost estimates that were used to obtain Treasury
Board Secretariat approval in December 2016 and
March 2018.

With respect to fare integration and imple-
menting PRESTO, we reviewed relevant documen-
tation and interviewed staff from the following
transit agencies: Brampton Transit, Burlington
Transit, Durham Region Transit, Hamilton Street
Railway, MiWay (Mississauga), Oakville Transit,
the Toronto Transit Commission and York Regional
Transit. We also met with the Auditor General of
the City of Toronto. We also reached out to OC
Transpo, Ottawa’s municipal transit agency, but did
not receive a response.

We conducted our work and reported on the
results of our examination in accordance with
the applicable Canadian Standards on Assurance
Engagements—Direct Engagements issued by the
Auditing and Assurance Standards Board of the



Chartered Professional Accountants of Canada. This
included obtaining a reasonable level of assurance.

The Office of the Auditor General of Ontario
applies the Canadian Standard on Quality Con-
trol and, as a result, maintains a comprehensive
quality-control system that includes documented
policies and procedures with respect to compliance
with rules of professional conduct, professional
standards and applicable legal and regulatory
requirements.

We have complied with the independence and
other ethical requirements of the Code of Profes-
sional Conduct of the Chartered Professional
Accountants of Ontario, which are founded on
fundamental principles of integrity, objectivity, pro-
fessional competence and due care, confidentiality
and professional behaviour.

4.0 Detailed Audit

Observations—
Business Operations

4.1 Accenture Contract
for PRESTO

4.1.1 Sole-Sourcing for PRESTO
Development has Resulted in High Supplier
Dependency on Accenture

The costs for developing and operating the PRESTO
fare card system across the Greater Toronto and
Hamilton Area (GTHA) and Ottawa transit agencies
have totalled nearly $2 billion as of May 2020. In
2006, the Ministry of Transportation (Ministry)
signed the original 10-year, $231.7-million contract
with Accenture to design, develop and operate an
electronic fare system, PRESTO, for GO Transit and
transit agencies in the GTHA municipalities in the
905 area code (see Section 2.3.3).

In 2011, Metrolinx took over the original
contract with Accenture. Since 2012, Accenture’s
contract value has increased by over $1.7 billion
(Figure 13). This increase is partly due to increases
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in the scope and scale of PRESTO. For example,
PRESTO expanded services to 11 transit agencies,
including the TTC, OC Transpo and UP Express,
which were not in the scope of the original con-
tract. Appendix 2 shows the timeline and expan-
sion of the roll-out of PRESTO.

Except for the original contract, we found that
nearly all subsequent contract increases occurred
without Metrolinx undertaking competitive pro-
curements increasing dependency on Accenture.

As noted in our 2012 audit, Metrolinx—Regional
Transportation Planning, when the Ministry started
the e-fare payment system project in 2002, it identi-
fied a number of guiding principles for develop-
ment and implementation. One of these principles
was that the fare system should, where possible,
use off-the-shelf products whose components could
be purchased from multiple sources. This would
allow for more procurement options should there
be additional functionalities in the future. However,
since 2006, Accenture has provided the key services
for the design, build, execution and operations of
the entire PRESTO system across the GTHA transit
agencies. Metrolinx indicated that this has limited
its ability to consider alternative procurement
options and evaluate whether Accenture services
and technology solutions were cost effective. Over
the years, Metrolinx’s Board of Directors expressed
concern to management regarding the agency’s
dependency on Accenture; however, the Board con-
tinued to approve the increases in expenditures.

A recommendation we made in 2012 was to
have Metrolinx comply with the intent of the gov-
ernment’s policy of open, competitive procurement,
and all value-for-money considerations before any
significant transportation procurement decision is
finalized. However, as noted, this audit found that
Metrolinx continued to extend existing or award
new contracts to Accenture without a competitive
process and sufficient assessment of cost effective-
ness and value for money.

Specifically, we found the following examples:

® Metrolinx did not undertake a public

tendering process when the Accenture



Figure 13: Contract Costs for Accenture, October 2006-May 2020 ($ million)

Prepared by the Office of the Auditor General of Ontario

Funding

Request Date

Original

contract 2006

Capital
Costs

149.2

Operating Recoverable

Costs
82.5

Costs

n/a

Total
231.7

Build and operate PRESTO to support GO transit and
7 Greater Toronto and Hamilton Area (GTHA) transit
agencies

Sep 2012

2973

76.0

100.0

473.3

Update to Metrolinx Board to Approve Additional Costs

Rollout of PRESTO Next Generation to Ottawa and GTHA
Develop and deploy PRESTO for the TTC

Mar 2014

100.0

n/a

n/a

100.0

Interim increase related to TTC deployment and other
key projects

Dec 2014

55.0

5.0

n/a

60.0

Procure PRESTO devices for TTC deployment
Upgrade software to meet TTC requirements

Ongoing work for design and device layout at 46 TTC
subway stations

Apr 2015

20.0

Procure various PRESTO devices on behalf of transit
agencies

TTC commitments

Operating expenditures

Aug 2015

180.0

30.0

15.0

225.0

TTC capital spending to enhance the quality assurance
and testing of PRESTO

PRESTO capacity expansion

Procure various PRESTO devices on behalf of GTHA and
Ottawa transit agencies

Ongoing operating costs

Jun 2016

140.3

319.5

30.5

490.3

Contract extension by six years

Jun 2018

235.0

n/a

30.0

265.0

Programs related to state of good repair

Fulfilling commitments made through 2016 and 2017
during operating agreement negotiations with GTHA and
Ottawa transit agencies

Virtual PRESTO development as substitute for open
payment

Cost of capital projects not scoped out during the 2016
extension

Apr 2019

33.0

n/a

n/a

33.0

Increase for Accenture’s expanded role to complete the
procurement and deployment of replacement PRESTO
devices for GO transit and the 905 transit agencies

Oct 2019-
Feb 2020

21.6

n/a

n/a

21.6

The $21.6 million approved is for assessing
maintenance needs of the current PRESTO system and
for designing an open payment pilot

The Board does not receive presentations on this
approval since the total cost is broken down into three
smaller statements of work

According to Metrolinx, all three levels of approval (the
Audit Finance and Risk Management Committee, the
Executive Committee and the Metrolinx Board) were
aware that Accenture had the expertise to complete
this work and Metrolinx exercised its right under the
Master Agreement to issue these statements of work
to Accenture
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Funding Capital Operating Recoverable

Request Date Costs Costs Costs Total

31.5

Apr-May 2020 31.5 n/a n/a

¢ The Executive Committee approves $40 million for
the PRESTO Mid-Term Modernization Plan, of which
$37.7 million is to execute the open payment pilot
and to undertake maintenance of the current PRESTO
system

* Management informs the Executive Committee that
Accenture will be completing the majority of the work
related to the open payment initiative

e On May 1, Accenture signs another statement of work
worth $31.5 million to execute the open payment pilot
on the UP Express

Total 1,247.9 520.0

183.5 1,951.4

agreement came up for renewal in October

2016. In 2016, Metrolinx extended its agree-
ment with Accenture for six years until Octo-
ber 2022 without undertaking a competitive
procurement process. Metrolinx’s decision to
extend the agreement was based on several
factors, including recommendations from a
third-party consultant engaged by Metrolinx
to review its PRESTO service options. The
consultant’s report highlighted Metrolinx’s
risk of losing Accenture’s institutional
knowledge that Accenture acquired over the
previous 10 years. It also pointed to other
factors such as the high cost of procurement
and Metrolinx’s resource and time constraints
to procure a new vendor during the PRESTO
rollout at the TTC at the time. As a result,
Metrolinx decided to renew the agreement
with Accenture rather than undertake a com-
petitive tender.

® Metrolinx reduced technical requirements
and awarded a contract to Accenture with
no competitive process after it received no
compliant responses to a Request for Pro-
posals (RFP) with complex requirements.
As shown in Appendix 2, in 2017, Metrolinx
issued an RFP for the replacement of all out-
dated PRESTO devices on GO Transit and the
transit agencies serving municipalities in the
905 area code. However, the public tender
process failed after Metrolinx received two
bids but neither of them qualified. Feedback

from the market indicated that the technical
requirements were too complex and the
perceived level of risk to the vendors was too
high. Metrolinx subsequently reduced the
technical requirements and, in 2018, engaged
Accenture for an additional $77 million to
deliver an off-the-shelf solution, with the
Board’s approval. Metrolinx’s recommenda-
tion to the Board not to re-tender the contract
was based on management’s assessment

that Accenture was best suited to deliver all
aspects of the project with minimal risk. As
such, other vendors were not given the oppor-
tunity to bid for the revised contract with
reduced technical requirements.

4.1.2 Awarding Accenture Pilot Project
Could Give It Advantage in Future Bidding

Metrolinx’s current contract with Accenture expires
in October 2022. Metrolinx advised us that it
intends to go to market to competitively procure

all services for PRESTO currently provided under
Accenture’s current master agreement. These servi-
ces include managing customer accounts and pay-
ment cards, the customer call centre, the website,
the app and running the core IT software system
that will have open payment capability. Open pay-
ment will allow transit users to pay for fares using
their debit and credit cards, including virtual credit
cards such as Apple Pay. According to Metrolinx,
the agreement to manage the existing system until



the new system with open payment capability is
fully up and running will also be tendered. At the
time of our audit, Metrolinx had started planning
for the procurement process to take place between
late 2020 and late 2021.

Under the PRESTO modernization plan, final-
ized in late 2019, we noted that Metrolinx initially
planned to roll out open payment after 2022.

However, Metrolinx engaged Accenture between
October 2019 and April 2020 under its existing
agreement to design and pilot an open payment
system on UP Express and other maintenance
work for a cost of $53 million. Metrolinx did not
conduct a competitive tender for this pilot. Running
the open payment functionality within Presto, for
which Accenture was contracted for the pilot, will
be part of the services tendered in 2022.

The senior management team at Metrolinx
responsible for PRESTO initially indicated in June
2019 to the Audit, Finance and Risk Management
Committee that implementing open payment would
require changes to the current PRESTO business
model of tapping with only a PRESTO card and
could not be undertaken before Accenture’s con-
tract expired in 2022. However, our review of the
June 2019 Audit, Finance and Risk Management
Committee meeting materials showed that the CEO
and the PRESTO Advisory Subcommittee Chair
expedited work on open payment to meet customer
expectations.

Management did not inform the Board or any
of its committees that Accenture was awarded the
open payment pilot project under the new timeline
without a competitive process. According to Metro-
linx, it decided to use Accenture without a public
tender because of Accenture’s ability to build on
the existing IT system platform; to shorten delivery
timelines; and the need to integrate the deliver-
ables with the current system.

Although the award of the open payment pilot
to Accenture could give Accenture an advantage
in bidding for post-2022 work, Metrolinx’s CEO
and the PRESTO Advisory Subcommittee saw the
pilot as necessary to meet customers’ expectations

and demonstrate progress with PRESTO’s ability to
accept different forms of payment.

RECOMMENDATION 1

In order to have PRESTO operating in a cost-

effective manner that meets business and cus-

tomer needs, we recommend that Metrolinx:

® reduce dependency on Accenture by improv-
ing its in-house technical expertise with
respect to knowledge and understanding
of PRESTO services and technological
solutions;

© undertake a competitive procurement for
the development and delivery of various
elements of PRESTO, including the open
payment capability, in anticipation of the
expiry in 2022 of the current contract with
Accenture; and

© establish strategies and actions to manage
the advantage held by the current service
provider and level the playing field for all
potential bidders during the planned larger
competitive procurement process.

Metrolinx accepts the Auditor General’s rec-
ommendation and will actively take steps to
improve its in-house technical expertise.
PRESTO management is currently prepar-
ing for re-procurement of the PRESTO system.
PRESTO recently recruited internal technology
experts to develop a deeper understanding of
PRESTO’s end-to-end architecture. PRESTO will
leverage these resources to decrease reliance on
one supplier and move to a modular approach
that allows vendors to plug and play through
an integration hub. PRESTO designed and has
control and ownership over this integration hub.
This work will enable re-procurement planned
for 2022. PRESTO is also committed to moving
to a cloud-based platform owned by PRESTO
and developing technical standards for working
with PRESTO that all suppliers follow.



Metrolinx is committed to undertaking a
competitive procurement in anticipation of the
expiry of the current agreement with Accen-
ture. Open payment capabilities will be part of
this procurement. To manage any potential or
perceived conflict of interest with Accenture,
any information that is shared with the supplier
will be shared with the entire vendor commun-
ity. Metrolinx is also creating a data room that
ensures a level playing field by providing visibil-
ity to PRESTO’s system details to the potential
supplier base.

4.1.3 PRESTO Still Not Fully Adopted in
GTHA after 14 Years

One of the key objectives of the PRESTO fare card
system is to seamlessly connect GO Transit and
municipal transit agencies in the GTHA, making

it more convenient for users to take transit across
the region. However, the adoption rate of PRESTO
cards by riders in municipal transit systems varies.
Since the rollout of PRESTO first began in 2010,
the 11 transit agencies in the GTHA and Ottawa
have achieved a 71% overall adoption rate as of
January 31, 2020. Our review found the cost and
technological limitations of adding the unique
needs of each municipality to the current PRESTO
system have acted as a barrier for some transit
agencies to make PRESTO use more attractive to
their riders. We also found that some transit agen-
cies improved the adoption rate by ending their
previous fare options, such as ending tokens for
the TTC.

In our 2012 audit on Regional Transportation
Planning, we recommended that Metrolinx work
with GTHA municipalities and transit agencies to
resolve outstanding issues with PRESTO operations
that inhibited local transit riders from switching to
PRESTO. While PRESTO use has increased substan-
tially in the last decade (see Figure 4), the follow-
ing examples highlight that there are still barriers
to some local transit users adopting PRESTO:
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© In Durham Region Transit, one of the factors
contributing to a low adoption rate (37.5%)
is that about 30% of the system’s riders
are post-secondary students still using the
Durham Region UPass. The UPass is a uni-
versity bus pass for post secondary students
attending Durham college, Ontario Tech
University and Trent University’s Durham
Campus to have unlimited access to transit in
Durham Region seven days a week. The fee
for the UPass is $283.50 for the school year
(September to April) and is part of the ancil-
lary fees every student pays as part of their
tuition. In late 2019, the three post-secondary
schools approached Durham Region Transit
to test a digital UPass technology developed
by a third party and the transit agency
engaged with Metrolinx for a PRESTO-based
solution. Accenture was not able to develop
a comparable tool that was easy to roll out
to students, like the third-party smart phone
app. Accenture was only able to incorporate
the UPass on the PRESTO card. However,
Durham Region Transit would incur addi-
tional costs in managing and distributing the
cards and the students would also incur a $6
fee per card. If this third-party UPass solu-
tion is rolled out, these transit users, which
account for 30% of Durham Region Transit’s
riders, will have no incentive to switch to
PRESTO. As a result, PRESTO adoption will
remain low because of Accenture’s inability
to develop a solution for the municipal transit
agency. As of early 2020, Durham Region
Transit and the three institutions decided to
move forward with the third party’s digital
UPass solution. This solution comes at no
cost to Durham Region Transit since the
three schools are bearing the cost of the tool.
However, the post-secondary schools have
expressed support to move to PRESTO when
a UPass solution becomes available.

© A Memorandum of Understanding between
the City of Toronto and the Region of York



stated that the City of Toronto would pay

for the operations and maintenance of the
TTC’s extension to Vaughan. To ensure that
subway use was maximized, York Region
Transit (YRT) bus services to York University
were to stop operations once the Toronto-York
subway extension line opened in 2017. Prior
to the subway extension opening, Metrolinx,
the TTC and YRT held working sessions

to develop a fare-integration solution.
Discussions were ongoing to develop a
solution so riders crossing between Toronto
and York Region would not have to pay
double fares. Accenture estimated that the
solution preferred by the transit agencies
would cost $20 million to $25 million, which
was cost-prohibitive to transit agencies.

Due to the high cost of the solution and

the lack of agreement from all parties, this
initiative did not move forward. As a result,
those York University students who are
travelling between York Region and Toronto
are currently paying a full fare on YRT buses
that bring them to the TTC’s Pioneer Village
Station, and then they have to pay a full TTC
fare to get to York University. The result is
that students who were paying only the YRT
fare ($3.88 on PRESTO) when the buses were
allowed to stop inside York University Campus
now have to pay $7.08 (on PRESTO) for a
one-way ride to campus because they have

to switch from YRT buses to the TTC subway.
This discontinuation of bus services into York
University campus has also impacted students
taking Brampton Transit and GO Transit
buses.

The current PRESTO technology cannot accom-
modate multiple concessions. Concessions are
fares offered at a lower price than usual for specific
groups of people such as students and seniors.
Also, fare concessions are not transferable between
municipal transit systems.

We also found that adoption rates varied
depending on the actions that transit systems used

regarding their former options of payment, known
as a legacy fare system. For example, Brampton
transit, with an adoption rate of 91.8%, eliminated
its legacy fare system, which led to riders switch-
ing to PRESTO cards. The TTC also eliminated its
own tokens and monthly passes, which increased
PRESTO card usage. Some of the remaining transit
agencies still maintain their own legacy systems.

RECOMMENDATION 2

In order to increase adoption of PRESTO across
Greater Toronto and Hamilton Area (GTHA)
transit agencies, we recommend that Metrolinx
work with the GTHA transit agencies to resolve
outstanding issues related to the operation of
PRESTO, including an inability to accommodate
varying fare types, that prevent its full adoption
by respective transit systems.

Metrolinx accepts the Auditor General’s recom-
mendation and will enhance adoption by work-
ing with transit agencies on outstanding issues
to phase out legacy fare media, and working
with Durham region on a transit fare solution
for post-secondary students.

4.1.4 Accenture’s Performance Could be
Managed More Effectively

The 2016 master agreement between Metrolinx and
Accenture is currently not managed using Metro-
linx’s Vendor Performance Management System
(discussed in Section 2.9). Under this agreement,
Accenture provides the key services for the design,
build, execution and operations of the entire
PRESTO system across the GTHA transit agencies.
Unlike other service providers, Metrolinx does not
assess and review Accenture’s performance for
work under this agreement every six months and
provide a performance rating that can be used to
assess Accenture for future contracts.



In addition, based on our review of information
shared by several GTHA municipal transit agencies,
malfunctioning PRESTO devices and cards have
led to an estimated lost revenue of $10 million for
transit agencies since 2016. Our 2020 audit Infor-
mation Technology (IT) Systems and Cybersecurity
at Metrolinx also noted that from February 2016 to
May 2020, PRESTO fare payment devices encoun-
tered over 45,000 software and hardware incidents,
such as transit tickets not dispensing or jammed
and device outages due to Internet connectivity
problems and extreme weather conditions.

Metrolinx launched the Vendor Performance
Management System in 2017. In 2016, when
Metrolinx was developing the system and
contemplating which service providers to include,
it decided not to include the Accenture contract
for PRESTO because it was originally set to expire
at the end of 2016. In October 2016, the contract
was extended for another six years by way of
amendments negotiated directly by Metrolinx’s
legal division. According to Metrolinx, the
procurement division, responsible for managing the
Vendor Performance Management System, was not
involved in the negotiations due to the complexity
of the contract. As a result, the extended contract
was not included under Metrolinx’s Vendor
Performance Management System.

In accordance with the current agreement,
which is in effect until October 2022, Metrolinx
receives monthly operations’ reports from Accen-
ture, which include service-level performance
measurements for Accenture and its subcontract-
ors. Some of the performance measures include
PRESTO contact centre performance summaries
such as customer call categories and volumes;
reports on monthly device incidents by subcontract-
ors; change management summaries of all PRESTO
production requests; performance measures for
the Accenture Service Desk; and availability of all
PRESTO services such as websites and servers. In
these reports, Accenture self-reports whether the
performance targets have been met. Metrolinx
does not validate Accenture’s self-reporting against
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supporting data that Accenture provides unless the
reporting shows an anomaly.

The current agreement also allows Metrolinx
to conduct annual audits and spot audits of Accen-
ture’s financial and operational controls, systems,
databases, all operations, books, records and docu-
mentation relating to the PRESTO system. Metro-
linx contracts third parties to conduct standard
industry audits for PRESTO, focusing on financial
reporting and compliance with international data
security standards for payment cards; however,
Metrolinx has not conducted operational and/
or performance audits in relation to the PRESTO
system.

According to the current contract, service level
issues are required to be formally reported and
resolved by Accenture if a service level has not been
met for two consecutive months. We noted that
since the contract was renewed in 2016, there have
been no issues self-reported by Accenture. How-
ever, our review of monthly performance reports
over the last five years showed that Accenture had
missed performance targets on numerous occa-
sions. Details of the missed performance targets can
be found in our 2020 audit of Information Technol-
ogy (IT) Systems and Cybersecurity at Metrolinx.

RECOMMENDATION 3

To improve its oversight of PRESTO service

providers’ performance (Accenture and sub-

contractors), we recommend that Metrolinx:

® include Accenture’s PRESTO Agreement
(Master Services and Supply Agreement) in
Metrolinx’s Vendor Performance Manage-
ment system in order to formally oversee
Accenture’s performance for the remainder
of the contract term;

© undertake risk-based operational/perform-
ance audits of PRESTO services currently
provided by Accenture; and

© require agreements with future PRESTO ser-
vice providers contain robust performance
monitoring, reporting and accountability



mechanisms with contractual rights for
periodic operational and/or performance
audits, issue escalation, and compensation
or penalties for poor performance.

Metrolinx accepts the Auditor General’s
recommendation and will add the Accenture
Master Services and Supply Agreement contract
into the Metrolinx Procurement-Vendor
Performance Management System. Metrolinx
will also undertake risk-based operations/
performance audits of the PRESTO service
currently provided by Accenture. Metrolinx

will perform a minimum of one audit per year,
starting in 2021. Metrolinx will also ensure that,
as part of all future procurements, contracts will
include performance monitoring, reporting and
accountability mechanisms.

4.2 Oversight and Management of
External Service Providers

4.2.1 Metrolinx Has Little Recourse in
Contracts with CN and CP

Metrolinx owns 69% of the rail corridors it uses
and the remaining 31% are owned by Canadian
National Railway (CN) and Canadian Pacific
Railway (CP). GO trains that run on tracks owned
by CN and CP are controlled by these respective
railways. Similarly, the tracks owned by CN and CP
are also maintained by these respective railways.
Current operations and maintenance agreements
have been in place between Metrolinx and CN since
2011 and with CP since 2015 for train control,
and to maintain the tracks and signals owned by
these companies. In 2019/20, Metrolinx paid over
$31 million to CN and CP for the use of their tracks,
train control, and track and signal maintenance.
The province of Ontario, GO Transit and Metro-
linx have had multiple contractual arrangements
with CN going back to 1967. Metrolinx requires the
use of the sections of the track owned by CN and

CP for its GO trains where services run outside of
Metrolinx-owned corridors. Therefore, Metrolinx
has limited ability to influence the performance of
CN and CP because its operations depend on using
these tracks.

Performance reviews consist mainly of monthly
and quarterly meetings between Metrolinx and the
two railways. While any non-compliance deemed
material by Metrolinx can result in Metrolinx with-
holding payments to CN and CP, the agreements do
not allow Metrolinx to assess liquidated damages
for delays attributable to CN and CP.

Metrolinx’s publicly reported on-time perform-
ance for GO trains fluctuated between 92% and
95% during the period 2015/16 to 2019/20. In
those five years, Metrolinx reported 37,574 train
delays and 4,419 cancellations on the entire rail
system—tracks owned by Metrolinx, CN and CP.
Train control (managing train movements) issues
accounted for 5,773 or 14% of all train delays
and cancellations while track and signal issues
accounted for 6,635 or 16% (see Figure 10).

Of those totals, our review showed that 5,171
(or 90%) of train control delays and cancellations
over the entire rail network were attributable to CN
and CP over the past five years. Train control issues
were mostly related to the stop signal/waiting
signal, meeting an opposing train, or waiting for a
train to clear. For track and signal issues, 1,759 (or
27%) were attributable to CN’s and CP’s corridors.
Track and signal issues were mostly due to signal
failure, code errors or computer problems.

4.2.2 Metrolinx Has Not Consistently
Tracked the Cause of Train Delays,
Cancellations Related to Bombardier

Bombardier provides the crew to operate all GO rail
trips and solely maintains the entire GO train fleet.
Unlike its relationship with CN and CP, Metrolinx
has various mechanisms through its service pro-
vider agreement to manage Bombardier’s perform-
ance. However, at the time of our audit, we found
that Metrolinx’s data collection and analysis was



not consistent in terms of monitoring Bombardier’s
performance under the two agreements.

Bombardier operated 479,461 trips in the five-
year period from April 2015 through to March
2020. Metrolinx has two separate agreements with
Bombardier: one for the maintenance and repair
of its rail equipment and another for operating its
train services, for both the GO lines and UP Express
service. Both agreements are for the period June 1,
2008 to December 21, 2024.

Two separate teams within Metrolinx’s Rail
Operations Business Unit oversee the two Bombar-
dier contracts without a standardized approach.
The main instrument for managing Bombardier’s
contract performance has been issuing liquidated
damages— compensation for specific breaches
of contract. However, there was no consistency
between the two teams in collecting and analyzing
data with respect to Bombardier’s performance and
issuing liquidated damages. For example, the data-
base managed by the team responsible for oversee-
ing the contract for train services did not always
contain details on whether train crew operation
events led to train delays or cancellations. This
information is important for correctly assessing the
amount of liquidated damages against Bombardier.
Also, this team was not able to provide details of
some of the incidents that led to liquidated dam-
ages being assessed against Bombardier.

Between 2015/16 and 2019/20, train crew oper-
ation issues related to Bombardier resulted in 2,353
train delays and 211 train cancellations. Examples
of such issues include crews not following operating
procedures; crew members arriving late for work;
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a shortage of train crews; and platform overshoot.
Platform overshoot is the most common issue
causing delays. It occurs when a train goes past the
precise stopping point at a station stop causing the
accessibility coach to not align with the accessibility
ramp at the station.

Similarly, between 2015/16 and 2019/20, equip-
ment issues related to Bombardier resulted in 2,804
train delays and 724 train cancellations of the total
delays and cancellations over all of the rail corri-
dors owned by Metrolinx, CN and CP.

As seen in Figure 14, between 2015/16
and 2019/20, Metrolinx issued approximately
$10.1 million in liquidated damages to Bombardier
for delays and cancellations resulting from train
crew operations and rail equipment mainten-
ance issues. This represents 0.9% (of a possible
maximum 3% as stipulated in the contract) of the
$1.16 billion paid to Bombardier during the same
period.

In early 2019, Metrolinx’s Commercial Man-
agement Division assumed responsibility of both
contracts to improve monitoring and oversight
of Bombardier’s performance. Metrolinx’s Com-
mercial Management Division team indicated it
will be developing standard reports and analyses
for trending train delays caused by Bombardier’s
rail equipment and train crew operation service
issues on a monthly basis and use them for senior
management reporting. Metrolinx informed us that
it is planning to implement these standard reports
by February 2021.

Figure 14: Monetary Penalties* Issued to Bombardier by Metrolinx, 2015/16-2019/20 ($ million)

Source of data: Metrolinx

Contract

2015/16

2016/17

2017/18

5-Year
Total

5-Year %

2018/19 2019/20 Change

Rail Equipment Maintenance

. 0.33 0.64 0.48 0.89 2.32 4.66 603
Service Agreement
Train Operations Senice 0.58 0.77 0.47 2.65 0.98 5.45 69
Agreement
Total 0.91 1.41 0.95 3.54 3.3 10.11 n/a

* Monetary penalties are issued to Bombardier under the liquidated damages provision of the agreements between Bombardier and Metrolinx for not meeting

contractual obligations.



RECOMMENDATION 4

To further reduce the number of train delays

and cancellations associated with train oper-

ations and maintenance and improve the

management of the Bombardier contracts, we

recommend that Metrolinx’s Commercial Man-

agement Division:

® determine and record the root cause of all
delays and cancellations; and

© have Bombardier take corrective actions to
reduce the number of operational and equip-
ment failures on trains.

Metrolinx accepts the Auditor General’s recom-
mendation. Metrolinx Operations has recently
established a centralized and dedicated per-
formance team to aid in performance analytics
and performance improvement. The Perform-
ance Director was appointed in November 2020
and a key task is to produce a business case for
a root cause analytical tool. This will allocate
incidents to causes and provide trend analysis
and root cause analysis for managers to use
across Operations, Engineering and through our
delivery partners. The business case will be pre-
sented to the Board within the next six months.

Metrolinx will continue to work with Bom-
bardier on known causes for delay. Metrolinx
will work with Bombardier Operations to
eliminate or reduce delays related to passenger
alarm activations and platform overshoot.

A comprehensive plan has been developed
and is being rolled out in partnership with
Bombardier to correct fleet-related defects and
failures that contribute to delays. The program
addresses door failures, locomotive perform-
ance (GO), Diesel Multiple Unit performance
(UP), air system failure and traction system
failures.

4.3 Metrolinx Unable to Fully
Assess How to Improve Bus
Service due to Limited Data on
Delays, Cancellations

We found that Metrolinx does not have an effective
system in place to track the reasons for bus delays
or cancellations.

On a daily basis, there was an average of 101
bus delays and 2.4 cancellations from 2015/16 to
2019/20. Cumulatively, the delays and cancella-
tions represented 5.2% of all scheduled bus trips in
that period. Figure 15 shows the top six bus routes
with the highest percentage of delays in 2019.
While Metrolinx uses data from GPS devices on GO
buses to determine whether a bus is on time, it uses
a manual process to track the reasons for delays.
Metrolinx relies on bus drivers and bus operations
supervisors to inform the bus garages or the Net-
work Operations Centre, through the radio, of the
reasons for delays or cancellations. The Network
Operations Centre then notifies other departments
of the delays and cancellations by email. These
emails are then used for monthly reporting, which
includes reporting on the number of delays by each
bus route and corridor.

We found that this manual process is not effect-
ive because not all bus delay reasons are captured.
On a monthly basis, email notifications on the bus
delays are manually filtered using key words to
determine only the number of bus delays related
to mechanical breakdowns. Up until June 2020,

Figure 15: Bus Routes with Highest Percentage of
Delays, 2019

Source of data: Metrolinx

% of Trips

Delayed 15

Minutes or More

33 - York Mills/University of Guelph 10.1
92 - Whitby-Finch 9.9
67 - Keswick/North York 9.9
70 - Uxbridge/Unionville 8.9
27 - Milton/North York 8.3
69 - Sutton-Newmarket 8.0




Metrolinx did not categorize other reasons for bus
delays that are also within Metrolinx’s control, such
as “vehicle availability” and “late start” (that is,
driver departing late, traffic between garage and
first stop, equipment issues at the garage). In June
2020, Metrolinx began categorizing bus delays
using all reasons. However, this first report in June
2020 still showed that 51% of the delay reasons
were unknown. With respect to the majority of the
remaining delays, “traffic” accounted for 14% of the
delays, followed by “late start” (13%) and “equip-
ment failure” (12%).

Over the past two years, there were also 2,891
bus cancellations. We reviewed and analyzed the
2018 and 2019 cancellation data and noted that
Route 47-Highway 407 West and the Express route
Hamilton/Toronto accounted for approximately
14% and 10% of all bus cancellations each year,
respectively. However, Metrolinx did not analyze
the data for the reasons for the cancellations
and, instead, relied on the experience of bus
operations supervisors to infer the reasons for the
cancellations. When we reviewed the cancellation
data file, the most common reasons provided for
cancellations were “cancellation” and “service
adjustments,” which did not provide sufficient
information for analysis.

RECOMMENDATION 5

To improve measurement and analysis of GO

buses’ performance and improve on-time bus

service, we recommend that Metrolinx:

© implement a robust process to track bus
delays and cancellations with detailed
reasons;

© analyze root causes for bus routes that
experience more significant delays and can-
cellations than others; and

© take corrective action to address common
or recurring root causes of bus delays
and cancellations.
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Metrolinx accepts the Auditor General’s
recommendations and will perform a review
of the current process of obtaining information
related to bus delays and cancellations, and the
tracking of the same information, to develop
and implement an automated system by
September 2021 that records, categorizes and
reports on bus delays.

Metrolinx will also develop and implement a
root cause analysis process that identifies trends
leading to delay and/or cancellations to service.
Metrolinx will determine whether there is avail-
able software that can be utilized to help evalu-
ate trends and route performance. In addition,
Metrolinx will perform the following:

© develop and implement a process/procedure
to make use of the information analyzed and
develop corrective actions;

¢ identify root causes to road calls and service
disruptions, and develop improvement
plans;

© monitor the Bus Overhaul Program launched
in August 2020 aimed at improving cooling
and exhaust system reliability; and

¢ identify buses that experience an in-service
failure more than once in a 60-day period;
and launch the Bus Services “Bad Actor”

Program with in-depth mechanical review of

these buses.

4.4 Low Customer Satisfaction on
Service Guarantee Program

The Service Guarantee Program (Program) was
established to improve customer satisfaction and
drive customer loyalty and retention. However, we
found that the Program has a number of deficien-
cies, including no automatic refund services, a
short window to make a claim and lack of clarity on
some denied claims.

According to Metrolinx’s overall customer satis-
faction survey results, customer satisfaction with



the Program’s claim submission process ranged
from 57% to 63% over the last five years. Metro-
linx has implemented a number of changes to the
Program over the years to improve customer experi-
ence, including updates to the claim submission
web portal, onboard messaging to announce trip
eligibility and other program enhancements.

Despite these steps, its GO Contact Centre
received over 19,800 customer complaints during
the last five years relating to the Program. Reasons
for complaints included denied claim disputes, the
eligibility criteria and the process for claiming the
service guarantee as well as people providing sug-
gestions for an automatic refund process.

In 2008, when Metrolinx’s on-time performance
for rail had fallen to approximately 88%, Metrolinx
began refunding the fare to compensate customers
who were impacted by train delays of 45 minutes
or more. In 2012, Metrolinx established the cur-
rent Service Guarantee Program for train delays of
15 minutes or more and for boarded train trips can-
celled after they departed. The Program applies to
train delays for which GO Transit is responsible (for
example, equipment or signal failure) but excludes
severe weather, medical emergencies, accidents
and police investigations.

Our review of the program noted a number
of concerns:

© Customers have a small window to submit

a claim: Metrolinx requires claims to be sub-
mitted within seven days of the delayed GO
train trip for PRESTO card holders and by the
end of the business day following the delayed
train for paper ticket holders. In comparison,
the Northern Railway Corporation and the
Avanti West Coast in the United Kingdom
both accept claims up to 28 days after a
delayed trip. Trenitalia in Italy allows custom-
ers to request compensation for train delays
up to one year after the affected journey. UP
Express also offers a refund up to 30 days
after the delayed trip.

© Metrolinx cannot explain reasons for some

potentially eligible claims being denied:

From 2015/16 to 2019/20, around 172,000
(9%) of submitted Service Guarantee Pro-
gram claims were denied. Metrolinx main-
tains data on the Program in a dedicated IT
system. We noted that some data older than
one year has been purged from the system.

In addition, in order to investigate or validate
denied claims, Metrolinx needs to access data
from several other systems, including the core
PRESTO system managed by Accenture. As a
result, Metrolinx was not able to readily valid-
ate some of the denied claims that we noted
may have been due to delay reasons that were
eligible reasons for refunds.

® The refund is not automatic: Currently,

eligible customers need to submit a claim to
get a refund, although our 2020 audit Infor-
mation Technology (IT) Systems and Cyber-
security at Metrolinx found that, although
Metrolinx has the technology and necessary
data to automatically refund customers

who qualify, Metrolinx does not do this. In
comparison, some rail companies in other
jurisdictions, such as the Northern Railway
Corporation and South Western Railway in
England, have an automatic repayment plan
if the train was delayed and the ticket was
purchased on the website or app. A compen-
sation payment is automatically generated
within three days for trains delayed for 15
minutes or more.

For a Service Guarantee Program claim to be
processed, the trip must be eligible, the customer’s
PRESTO card number needs to be valid and in
good standing, and the card tap history must
reconcile with the eligible trip, and not have been
tapped more than 15 minutes before the train was
scheduled to depart. Metrolinx publicly posts these
eligibility criteria on its website. Under this pro-
gram, from 2015/16 to 2019/20, a total of 824,901
refunds were issued, costing Metrolinx $6.5 mil-
lion (an average of $8 per claim) in refunded fare
revenue.

At the time of our audit, Metrolinx had not made
any significant changes to the Program to address



customer feedback with respect to the desire for an
automatic refund process.

On a monthly basis, Metrolinx prepares a report
on the number of delays 15 minutes and up (arrival
at final station) and how much it would have cost
Metrolinx to refund customers for such delays.

We reviewed the monthly information from the
last five fiscal years and noted that, if all eligible
customers received refunds, Metrolinx would have
refunded up to a maximum of $24.5 million to cus-
tomers potentially affected by delays. In that same
period, Metrolinx actually refunded $6.5 million
to customers. We calculated that only about 27%
of all eligible passengers made a claim in the last
five fiscal years. Metrolinx does not undertake any
analysis to determine the reasons why eligible rid-
ers do not submit claims; it only tracks and reports
the number of Service Guarantee claims and the
amount claimed.

RECOMMENDATION 6

To ensure that the Service Guarantee Program

(Program) is effective, we recommend that

Metrolinx:

® conduct a review of the Program to deter-
mine whether it is effective in improving
customer satisfaction;

© address customer feedback on the Service
Guarantee claim process, including imple-
menting a fully automatic refund process for
claims; and

© improve tracking and analysis of Service
Guarantee claims, including denied claims.

Metrolinx accepts the Auditor General’s rec-
ommendation and will undertake a program
review, which will culminate in recommenda-
tions around:
® program alignment between GO and

UP Express;
® claim submission window;
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© defined program metrics for success, report-
ing and measurement; and

© customer communication about program,
submission process and eligibility program
monitoring and controls.

The review will consider Metrolinx’s expand-
ing payment channels including e-ticketing and
open payment. The evaluation will also consider
customer experience, cost, benefit, risk and
technical feasibility and will culminate in a rec-
ommendation that is well supported by data.

Metrolinx will also undertake a feasibility
study to automate refunds to PRESTO custom-
ers for eligible service delays under the Service
Guarantee Program and commits to improving
our analysis and tracking of Service Guarantee
claims, including denied claims.

4.5 Integrated Regional
Fare System

4.5.1 Varied Municipal Transit Fares
Impede Integration

In Section 4.1.3, we discuss how cost and techno-
logical limitations of the PRESTO system continue
to be a barrier to its adoption across the GTHA.
While Metrolinx has been able to implement co-
fare policies for GO Transit, it does not have the
authority or control to set transit fare policies in
the regional transportation area. Metrolinx’s lack
of authority makes it difficult for the agency to lead
fare integration in the GTHA.

Fare policies are determined by the individual
municipalities when they set their budgets, and
depend on a wide range of factors such as ridership
projections, service changes, asset maintenance
and replacement plans and general operating costs.
For example, York Region transit charges the most
per ride of all the GTHA and Ottawa agencies at
$4.25 cash (or PRESTO $3.88) per ride compared
with Hamilton Street Railway at $3.25 cash (or
PRESTO $2.50).



Each of the 11 transit providers set different
policies and rules around fares and concessions.
Concessions are fares offered at a lower price than
usual for specific groups of people such as students
and seniors. These decisions are typically made by
elected councils of those jurisdictions. Appendix 3
shows that there is no consistency in the fare
amount charged for a ride across the transit agen-
cies and in the concessions or passes offered to vari-
ous age cohorts in the transit agencies’ respective
jurisdictions. For example, children under 12 ride
for free on the TTC; free rides apply only to children
under the age of five on Brampton Transit.

Metrolinx established the Fare Integration
Forum (Forum) in February 2019 to champion the
case for fare and service integration and to provide
advice and make recommendations to transit and
transportation leaders and city managers. The
Forum is composed of the GTHA transit agency rep-
resentatives and Metrolinx senior staff. However,
this and other collaborative groups do not have any
decision-making authority. In order to have a suc-
cessful integrated fare system in the region, the 10
GTHA transit agencies (not including Ottawa) have
to collectively agree to implement consistent fares
and concessions for special groups. For example,
seniors passes in one municipality can be used only
in the respective municipal transit system and can-
not be used in neighbouring transit agencies.

At the same time, the Ontario Municipal Act,
2001 states that all municipalities must prepare and
adopt an annual budget with amounts sufficient
to pay all outstanding debts during the period. As
aresult, in order to fund co-fare arrangements or
cross-boundary discounts, municipalities would
have to account for potential revenue impacts in
their annual budgets.

4.5.2 Commuters Pay Separate Fare Each
Time They Cross City Boundaries

In our 2012 Metrolinx—Regional Transportation
Planning audit, we recommended that Metrolinx
work with the provincial government and GTHA

transit agencies on implementing fare integration.
However, we found that this recommendation had
not been completed at the time of this audit.

As detailed under the Regional Planning section
of Metrolinx’s website, Metrolinx’s vision for inte-
grated fares across the GTHA would allow riders to
cross regional and municipal boundaries using dif-
ferent transit systems by paying just one fare rather
than having to pay an individual fare for every
system travelled on.

While Metrolinx has been able to implement
adjustments to the GO fare structure and discounts
on GO Transit fare in the 905 regions, we noted two
examples where riders were significantly impacted
by a lack of fare integration:

® There is currently no integration of fares

and services at the boundary of the City

of Toronto and the other municipalities in
the 905 region. Transit users transferring
between the TTC and neighbouring transit
agencies in the same trip are required to pay
two separate fares by tapping their PRESTO
cards twice when boarding and disem-
barking. This affects approximately 33 million
commuter trips each year. Riders crossing
municipal boundaries face the inconvenience
of tapping once when they board in one
municipality and then tapping again when
they exit in the neighbouring municipality in
order to pay two full fares.

® Similarly, the Double Discounted Fare Pro-

gram, which provided a discount of up to
$1.50 to riders switching between GO Transit
or UP Express and the TTC (and vice versa),
was discontinued in March 2020. In 2019,
there were about 15 million transfers between
the two transit agencies that benefited from
this discount. This discounted fare program
was implemented based on the 2017 direction
of the Metrolinx Board after it was identified
that double fare trips involving GO/UP and
the TTC were a barrier for customers. To
offset the loss of revenue for both Metrolinx
and the TTC, the province provided funding



of $4.6 million in 2017/18, $21 million in
2018/19 and $23.4 million in 2019/20. The
Double Discount Fare Program ended on
March 31, 2020 because further funding was
not committed. The province, Metrolinx, the
City of Toronto and the TTC did not come to
an agreement to provide further funding for
the initiative.

RECOMMENDATION 7

To make progress with the implementation

of the integrated fare system in the Greater
Toronto and Hamilton Area, we recommend
that Metrolinx work jointly with municipal tran-
sit agencies to propose fare integration options
to the Ministry of Transportation and that the
Ministry address barriers to implementation.

Metrolinx accepts the Auditor General’s recom-
mendations and will develop and evaluate,
with input from municipalities, a short list of
options for an integrated fare structure across
the Region and across modes. Metrolinx will
also identify short-term actions that can be
implemented within one year with municipal
transit agencies, to address specific barriers

to cross-boundary travel and improve service
integration.

4.6 Opportunities to Reduce
Operating Costs

Metrolinx’s operating expenses increased by 52%
from 2015/16 to 2019/20 (see Figure 6). This led
to an 80% or $187-million increase in operating
subsidies funded by the province during that per-
iod. During the same period, Metrolinx’s operating
subsidy has in part increased due to its expanded
mandate, which includes more GO train service and
station destinations, the launch of UP Express in
2015, light rail transit and subway projects and the
evolution of PRESTO across the GTHA and Ottawa.
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However, a February 2020 review of Metrolinx’s
operations commissioned by the Ministry of Trans-
portation found that there is an opportunity to
reduce operating costs by reducing management
overhead, reducing back-office costs and improving
operations costs and revenue collection. The review
noted:
© Span of control: Span of control refers to the
number of staff that can be managed effect-
ively and efficiently by supervisors or man-
agers in an organization. The review noted
that 539 managerial positions at Metrolinx
have too few staff reporting to them. Accord-
ing to the review, increasing manager spans
by streamlining reporting and clarifying roles
creates an opportunity to reduce administra-
tive burden and improve organizational
effectiveness.
® Vacancies: At the time of the review, Metro-
linx had 716 vacant positions, 252 of which
had been open for more than 100 days. Roles
that had been sitting vacant for long periods
might be because of a number of factors such
as a lack of urgent business need or chal-
lenging roles to fill. The review projected that
reallocating those unfilled positions would
free up $12 million in Metrolinx’s operating
budget.
© Back office cost and full-time
equivalents(FTE): A set of 15 peer organiza-
tions were chosen based on similar industry
(including government and private-sector
players in comparable industries), headcount
and revenue to help benchmark Metrolinx’s
back office cost to its peers. The review noted
that Metrolinx had the opportunity to save
10% to 25% of back office costs. In particular,
marketing and communications functions
were significantly larger than peers on a cost
and FTE basis and Finance FTEs were also
higher than comparable benchmarks.
The review also found that 25% to 30% of all
staff positions in the Capital Projects Group, the
division that delivers and oversees the transit



expansion projects, are filled by external consult-
ants. Specifically, 25% of management positions
(vice president, head, director and manager roles)
are filled by external consultants. The Ministry’s
review suggested that Metrolinx could save $10 mil-
lion to $15 million annually by bringing these stra-
tegic roles in-house. In past audits, we had noted
Metrolinx’s extensive use of external consultants.

Although Metrolinx was engaged over the
course of the review, it did not have an opportunity
to review and comment on the final report.

We noted that Metrolinx has not recently been
called to the Standing Committee on Government
Agencies of the Ontario Legislature. This Commit-
tee is empowered to review and report on the oper-
ations of provincial agencies, including Metrolinx,
to improve accountability of government agencies.
However, the last time this Standing Committee
reviewed Metrolinx’s results of its financial oper-
ations or its achievement of its legislated mandate
was on November 19, 2013.

RECOMMENDATION 8

To demonstrate its legislative accountability,
compliance with its mandate, and to reduce its
operating costs, we recommend that Metrolinx
implement cost-saving strategies, such as
reducing management overhead and reliance
on external consultants, noted in the Ministry
of Transportation’s review and in our audit of
Metrolinx’s Information Technology (IT) Sys-
tems and Cybersecurity.

Metrolinx will undertake the following actions
to support the efficient and effective delivery
of the organization’s mandate and strategic
objectives:
© develop and implement cost savings strat-
egies; and
© undertake a review of divisional structures
to understand the appropriate spans
of control.

RECOMMENDATION 9

To strengthen legislative accountability, we
recommend that the Standing Committee on
Government Agencies have Metrolinx provide
regular updates to the Committee on its prog-
ress on meeting its legislated mandate and the
results of its financial operations.

Note: This recommendation is for consideration
by the Standing Committee on Government
Agencies.

4.7 COVID-19 Pandemic
Has Significantly Impacted
Transit Operations

In March 2020, Metrolinx reduced services and/or
suspended routes on GO trains and buses and UP
Express as ridership declined by as much as 95%

as a result of the COVID-19 pandemic. Between
March and September 2020, Metrolinx’s GO train
trip frequency fluctuated between 39% to 64% of
pre-COVID-19 service levels; UP was consistently at
50% of previous service frequency; and bus service
fluctuated between 58% and 61% of its normal
operations.

In September 2020, Metrolinx increased services
on both its rail and bus lines as schools and some
businesses reopened. While ridership saw a steady
but slow recovery, as of September 2020, ridership
was still about 90% below Metrolinx’s original
ridership forecast from before the pandemic.

Measures that Metrolinx has had to deploy on
its trains and buses during the pandemic that have
resulted in additional costs include physical dis-
tancing requirements that reduce vehicle capacity;
increased costs of facility and vehicle cleaning and
disinfection; additional costs for health screening
and pandemic supplies, including personal protect-
ive equipment and hand sanitizers; and increased
capital costs associated with driver and passenger
barriers on trains and buses.

At the time of our audit, Metrolinx’s 2020/21
business plan was internally under review to reflect



the actual impacts of the pandemic. The prelimin-
ary analysis indicated a significant increase in

the provincial subsidy requirement that may be
over $600 million for 2020/21 above previously
approved levels.

On July 27, 2020, the province, in partnership
with the federal government, announced funding
of up to $4 billion to support municipalities and
critical services, including public transit. Specific-
ally, municipal transit operators that have seen
steep declines in revenues will receive support to
help address the financial impacts of COVID-19
and continue their operations in a safe manner. In
addition, $15 million in provincial funding will be
available to 110 municipalities to fund enhanced
cleaning of their respective transit systems. As of
September 30, Metrolinx was working closely with
the provincial government with respect to address-
ing the funding it will receive.

5.0 Detailed Audit

Observations—
Board Governance

5.1 Metrolinx Has a
Qualified Board of Directors
Providing Oversight

Our audit work included examining major legisla-
tive and regulatory changes that might impact on
Metrolinx’s mandate and assessing the Board’s
decision-making process and its role in strategic
planning. We also examined the Board’s standing
committees, appointments, members’ training and
Board members’ independence and integrity. As
part of the work, we interviewed former and all
current Board members.

Metrolinx’s Board of Directors has diverse skills.
Most Board members have extensive experience in
corporate governance and have served or are cur-
rently serving on other boards of public and private
corporations. Some directors previously held execu-
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tive roles in various organizations. The directors’
skill sets include engineering, rail, infrastructure
project finance and technology. The Board periodic-
ally reviews its required skill sets in light of new
government directives or changes to Metrolinx’s
mandate, such as, for example, the recent addition
of implementing subway projects. The most recent
Board members brought experience to the Board
in the area of electronic payments. This will be
beneficial as Metrolinx undertakes PRESTO system
modernization.

Directors we interviewed indicated that it takes
some time after being appointed to become familiar
with the organization. We found that not stagger-
ing the appointments of directors could negatively
impact a Board when a high percentage of Board
members leave at the same time. At the time of our
audit, 12 of the 14 current Board members (exclud-
ing the CEO) had been appointed only in the last
two years. Considering the complexity of Metro-
linx’s business, it is important to stagger appoint-
ments to smooth turnover on the Board.

According to the Board members that we inter-
viewed, they receive sufficient information in order
to effectively challenge and direct management.
Board members are also generally satisfied with
the way in which Metrolinx management reports
progress with strategic objectives, including per-
formance measures and targets. In our interviews,
Board members mentioned that there are open
discussions and clarification from management on
various operational performance measures that fall
behind.

The evaluation of the CEO is done annually in
consultation with the Chair of the Board and is
presented to the Board for review and approval
based on the Human Resource Committee’s recom-
mendation. The performance evaluation is linked
to a performance bonus. The most recent perform-
ance evaluation was presented and discussed by
the Human Resource Committee of the Board on
May 27, 2020. The performance review included
both areas of success and areas where improve-
ments were needed.



5.2 Memorandum of
Understanding between Metrolinx
and Ministry of Transportation

Is Outdated

We found that Metrolinx’s Memorandum of
Understanding (MOU) with the Ministry of Trans-
portation (Ministry) is out-of-date and does not
reflect current accountability relationships and
the respective roles of Metrolinx and the Ministry
regarding transportation planning.

Metrolinx signed the MOU with the Ministry in
2010 to set the foundation for the relationship with
the government. The MOU was to provide clar-
ity around accountability relationships and roles
and responsibilities and ensure that Metrolinx’s
transportation services and ancillary operations are
consistent with provincial legislation and with the
government’s policies. Thirteen amendments have
been made to the Metrolinx Act, 2006 (Act), and the
province has issued 20 letters of direction to Metro-
linx since the signing of the MOU in 2010.

Leading board governance practices stress
the importance of an effective accountability
relationship between the government and its board-
governed agency with clearly defined roles and
responsibilities. The MOU has not been amended to
reflect these changes and update roles, responsibil-
ities and accountabilities. The Ministry indicated
the need to revise the MOU in late 2018; however,
this has not yet been done.

For example, our review of the current MOU
found that Section 2.8 of the MOU states that
Metrolinx is to develop and adopt a transporta-
tion plan. The 2041 Regional Transportation
Plan, which is posted on Metrolinx’s website, was
developed by Metrolinx and published in March
2018. The document indicates that it represents the
advice of the Metrolinx Board to the province, and
fulfills Metrolinx’s legislative requirements under
the Act. It is mentioned that the plan articulates
the goals shared by Metrolinx, the province, and
the GTHA’s municipalities and transit agencies, and
the actions required to work toward achieving an
integrated transportation system.

On November 15, 2018, the province introduced
Bill 57, Restoring Trust, Transparency and Account-
ability Act, 2018, which, among other things,
refined Metrolinx’s mandate to focus on transit ver-
sus transportation planning. Pending passage of Bill
57, a letter of direction dated November 26, 2018
from the Minister of Transportation directed Metro-
linx to put on hold work for the 2041 Regional
Transportation Plan pending further review and
direction from the Ministry. In this letter, the Min-
istry advised Metrolinx that it was taking the lead
in developing a new transportation plan for the
region. The Minister notified Metrolinx of proposed
changes to the Act, including: “Metrolinx’s mandate
would be amended to focus the role of the agency
as a transit project planner, builder and operator.”
The enactment of Bill 57 has changed Metrolinx’s
role in transportation planning. However, the MOU
has not been updated to reflect this change in plan-
ning mandate.

RECOMMENDATION 10

To publicly and operationally clarify roles and

responsibilities, and to reduce the impact on

Metrolinx’s Board from a change of a high per-

centage of Board members at the same time, we

recommend that the Ministry of Transportation

(Ministry):

© update the Memorandum of Understanding
between itself and Metrolinx in line with
2018 amendments in the Metrolinx Act, 2006
and post the updated version on Metrolinx’s
website; and

© stagger the appointments of Board members
in the future.

The Ministry of Transportation (Ministry)
accepts the Auditor General’s recommendation.
The Memorandum of Understanding (MOU)
between the Ministry and Metrolinx has been
updated, including reflecting the December
2018 amendments to the Metrolinx Act, 2006



(Act), and approved by the Minister. The MOU
will be presented at the November 26, 2020
Metrolinx Board meeting for Board review, and
the Ministry anticipates that it will be signed
shortly thereafter.

The amendments that were made to the Act
in 2018 focused the role and mandate of Metro-
linx on regional transit implementation and to
strengthen mechanisms to provide government
direction and oversight. Further to the amend-
ments, the Ministry also noted to Metrolinx, in a
Ministerial direction, that the agency’s broader
planning role would no longer be in the purview
of the agency.

As part of the Ministry’s recent transforma-
tion initiative, a new division, the Agency Over-
sight & Partnership Division, was created to
ensure an integrated view of agency oversight.
This division will provide comprehensive advice
to the government including advice on Board
appointments and skills required to maintain
effective Board oversight, and will look at
opportunities to establish processes that iden-
tify opportunities for staggering future Board
appointments.

6.0 Detailed Audit

Observations—Cost Estimates
of LRTs

As noted in Section 2.10 and Figure 12, six rapid
transit projects were identified in Metrolinx’s 2008
Big Move regional transportation plan—the Eglin-
ton Crosstown, Finch West, Hamilton, Hurontario,
Scarborough and Sheppard East. We discussed our
findings on the Eglinton Crosstown Light Rail Tran-
sit (LRT) project and the Scarborough LRT cancel-
lation in our 2018 Annual Report and 2020 Annual
Report follow-up, Metrolinx—LRT Construction and
Infrastructure Planning. Because the procurements
of the Finch West (see Section 6.1) and Hurontario
(see Section 6.2) LRTs have been completed,
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we reviewed their various cost estimates against
the final bids to asses their reasonableness. With
respect to the Hamilton LRT (see Section 6.4), we
reviewed the reasonableness of cost estimates at
different stages of approvals, since the project was
cancelled before the final bids were received. In
addition, we reviewed events leading up to the pro-
ject’s cancellation before the procurement process
was completed. We also reviewed the cost of cancel-
lation for the Sheppard East LRT (see Section 6.3).

6.1 Finch West LRT’s Winning Bid
Was Lower than Original Treasury
Board-Approved Budget

The Finch West LRT is 11 kilometres, with 18 stops
from Humber College to the Finch West TTC sub-
way stop. The LRT will allow people to connect to
other regions’ transit systems such as the TTC, GO,
MiWay, York Regional Transit and Zum (Brampton
Transit System). Its target completion date is 2023.

In 2015, the province announced $1.2-billion
in funding for the capital (construction) cost of
the project.

The original Treasury Board-approved initial
budget in July 2015 was $4.4 billion, which
included estimates for construction costs plus
maintenance costs, financing costs and other non-
construction costs over a 30-year period. We noted
that the construction cost component in this budget
was $1.09 billion. The $4.4-billion initial budget
was based on a class D estimate that, as noted in
Section 2.10, is based on only 10% completion of
project design.

In September 2015, Metrolinx and Infrastruc-
ture Ontario issued the Request for Qualifications
to design, build, finance and maintain the Finch
West LRT. In February 2016, three bidders were
shortlisted to proceed to the Request for Proposal
stage. In the same month, Metrolinx did an updated
cost estimate and had it peer reviewed by a third-
party consultant in May 2016. Metrolinx’s revised
estimate was only on the construction cost, which it
estimated at $1.12 billion.



Based on the winning proponent’s bid, the
Treasury Board approved a final budget in May
2019 of $3.4 billion, which was 23% lower than the
initial budget of $4.4 billion. This budget included
a construction cost of $1.17 billion. Under current
cost-sharing agreements, the City of Toronto will
fund the day-to-day operation of the LRT through
the TTC. The TTC will operate the LRT for an
initial 10-year period, which may be extended. The
province will, in addition to the capital construc-
tion costs, also fund the capital maintenance and
financing costs.

The initial budget approved by the Treasury
Board, which was based on only 10% completion of
project design, accepted a certain level of risk (that
is, to be within 30% of the final cost as explained
in Section 2.10) in its precision. Based on this
accepted level of risk, the initial estimate appears
reasonable at this point in time.

6.2 Cost Estimate of Hurontario
LRT Increased by 12% or

$600 Million from the Original
Budget Approved by Treasury Board

The Hurontario LRT is an 18-kilometre line with
19 stops from the Brampton Gateway Terminal in
Brampton to the Port Credit GO Station in Missis-
sauga. Its target completion date is 2024.

In 2015, the province announced $1.4-billion
funding for the capital (construction) cost of the
project that was to have 22 stops on an approximate
20-kilometre LRT line.

The original Treasury Board-approved budget
in August 2016 was $5 billion, which included
capital costs, operating and maintenance costs,
financing costs and other non-construction costs
over a 30-year period. The initial budget was for the
20-kilometre line with 22 stops using a P3 contract.
We noted that the construction cost in this $5-bil-
lion budget was $1.37 billion. The initial budget
was based on only about 10% completion of project
design.

In October 2016, Metrolinx and Infrastructure
Ontario issued the Request for Qualifications
(RFQ). Six submissions were received and three
bidders were shortlisted to proceed to the Request
for Proposals (RFP) stage. Metrolinx and Infrastruc-
ture Ontario issued the RFP in August 2017.

In December 2018, the Ministry of Transporta-
tion sought Treasury Board approval to reduce the
scope of the project, which, among other things,
reduced the length of the line by about two kilo-
metres, the number of LRT vehicles from 43 to 28,
and the frequency of trains during peak periods
from every five minutes to every seven-and-a-half
minutes. The Ministry did this because Metrolinx
had received feedback from the shortlisted bidders
that the cost would be substantially higher than the
Treasury Board-approved initial budget. Metrolinx
and the Ministry also wanted the project to remain
within the original $1.4-billion funding for capital
construction costs that had been announced by the
province in 2015.

The Treasury Board approved the reduced scope
and reduced the line to the current 18 kilometres
with 19 stops.

Between April and May 2019, Metrolinx received
two qualifying bids for the project. Despite the
reduction in project scope, the final bids still came
in higher than the initial Treasury Board-approved
budget of $5 billion. The Ministry returned to the
Treasury Board to seek a budget increase. In August
2019, the Treasury Board approved a total final
project budget of $5.6 billion, based on the winning
bid. This was an increase of 12% or $600 million
more than the $5 billion originally approved. We
also noted that the construction cost in this final
approved budget was increased to $1.76 billion.
This was 26% or $360-million higher than the
$1.4 billion committed by the province in 2015 for
the original scope.

Of the $5.6-billion final budget approved by the
Treasury Board, the province will fund $4.1 billion
and the cities of Mississauga and Brampton will
fund the remaining $1.53 billion.



6.3 Sheppard East LRT
Cancellation Resulted in a
$57-Million Write-off

The Sheppard East LRT was to be a 13-kilometre
line along Sheppard Avenue connecting the Don
Mills TTC station to Morningside Avenue. In April
2019, the government announced its new GTA tran-
sit expansion plans, which included the Sheppard
East Subway Extension. As a result, the Sheppard
East LRT project was formally cancelled. Metrolinx
wrote down $57 million in costs relating to this
project in its audited March 31, 2019, financial
statements.

6.4 Cancellation of Hamilton Light
Rail Transit (LRT) Project

6.4.1 Province’s Original $1-Billion
Announcement Covered Only
Construction Costs

In 2015, the then government made a public
announcement that it would “provide up to $1 bil-
lion to build a new light rail transit (LRT) line in
Hamilton ... the province will cover 100 per cent of
the capital cost of building the LRT.” The announce-
ment did not disclose any other costs such as oper-
ating costs and financing costs, and was silent on
who was to pay for these non-capital costs. When
we reviewed the $1 billion in the initial funding
announcement, it covered only the construction
(capital) costs to build an 11-kilometre LRT and a
two-kilometre spur (secondary) line.

On December 16, 2019, the Minister of Trans-
portation announced the cancellation of the
Hamilton LRT. In remarks to reporters that day, the
Minister stated the decision was made because the
project would cost five times what the previous gov-
ernment had estimated. The 2019 estimate at the
time of the Minister’s announcement of $5.5 billion
covered all capital costs (including construction,
vehicle, lifecycle and properties) for 14 kilometres
plus operating, maintenance and other costs over a
30-year period. The construction cost component in
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the 2019 estimate was $2.094 billion—double the
original $1-billion funding figure in 2015.

The Hamilton LRT was to be built and operated
using the P3 (public-private-partnership) model
(discussed in Section 2.10) in which Metrolinx
would establish the scope of the work. Infrastruc-
ture Ontario, the government agency responsible
for P3 procurements, was to then tender the work
to bidders from the private sector and, along
with Metrolinx, negotiate a contract with the
winning bidder. In the Hamilton LRT’s case, the
private partner for the P3 was also planned to be
responsible for operating and maintaining the LRT
over 30 years, which would have been funded by
Hamilton. Similarly, the cities of Mississauga and
Brampton are funding the operating and mainten-
ance costs of the Hurontario LRT (see Section 6.2).

See Appendix 4 for a map of the project and
Appendix 5 for a timeline of events relating to
the project.

6.4.2 Rising Cost Estimates Not
Made Public

The Ministry of Transportation was aware as early
as 2016 that the total cost estimates for the Ham-
ilton LRT would be higher than the $1 billion in
capital costs that had been publicly announced in
2015. The $1 billion covered only the construction
costs of the project (see Section 6.4.1). The Treas-
ury Board approved budgets in December 2016 and
in March 2018. The province did not communicate
any budget updates to the public or to the City of
Hamilton after the original 2015 announcement
until the fall of 2019.

As seen in Figure 16, the total initial budget for
the Hamilton LRT, approved by the Treasury Board
in December 2016, was $2.981 billion, consisting
of $823 million for construction costs, operating
and maintaining the LRT for 30 years, vehicles and
other ancillary costs. In March 2018, the Treasury
Board approved a revised budget of $3.659 billion,
consisting of a $1.083-billion construction cost.
The increase in the budget was mainly because the



Figure 16: Comparison of Three Hamilton Light Rail Transit (LRT) Project Cost Estimates, 2016, 2018 and 2019

($ million)

Sources of data: Metrolinx, Ministry of Transportation, and Infrastructure Ontario

Treasury Board Budget

(Dec 2016)

11 Km from McMaster

Revised Estimate by
Infrastructure Ontario
(Oct 2019)

14 Km between McMaster

Treasury Board Budget
(Mar 2018)

14 Km between McMaster

University to Queenstone University and Eastgate University and Eastgate
Cost Category Circle Square Square
Construction 823 1,083 2,094
Operating and Maintenance 807 866 950
Financing 428 593 943
Other Costs* 340 438 557
Contingency 95 121 438
Lifecycle 366 436 378
Vehicle Costs 122 122 195
Total Project Costs 2,981 3,659 5,555

*  Other costs include professional services, properties, enabling works and non-recoverable HST.

length of the LRT increased from 11 kilometres
to 14 kilometres in order to connect the LRT to an
existing transit hub.

On August 22, 2019, the Ministry of Transporta-
tion sought the Treasury Board’s approval on the
following options:

® cancel the procurement of the LRT and com-

mit the $1 billion to other transportation
projects;

© continue the development of the LRT with

the province increasing its commitment to
cover all capital and financing costs and the
City of Hamilton assuming all operating and
maintenance costs; or

® continue the development of the LRT, and

begin negotiations with the City of Hamilton
and the federal government to seek a cost
sharing arrangement.

On the same day, the Treasury Board approved
the third option.

As the project was therefore still continuing at
this point, an external consultant Metrolinx and
Infrastructure Ontario had engaged to update the
estimated capital, operating and maintenance costs

related to the Hamilton LRT continued to perform
this work.

In October 2019, Metrolinx and Infrastructure
Ontario updated the estimate of the total cost of
the Hamilton LRT using information prepared by a
third-party consultant. The revised cost estimate,
which was a Class D estimate, was now $5.5 bil-
lion or about a 50% increase over what had been
approved by the Treasury Board in March 2018,
which also was a Class D estimate. In Section 6.4.5,
we assess the reasonableness of this increase in the
cost estimate of the Hamilton LRT project.

On October 21, 2019, Metrolinx and Infrastruc-
ture Ontario presented the options for the Hamilton
LRT project to officials in the Ministers’ offices of
the Ministry of Transportation and the Ministry of
Infrastructure, along with the revised cost estimate
prepared by Infrastructure Ontario using informa-
tion provided by the third-party consultant that
indicated an increase in cost. The three options
presented were:

® go to the Treasury Board to request a budget

increase or to request approval for cancella-
tion immediately;



® request that the City of Hamilton and/or the
federal government contribute to potential
cost overages; or

© continue with the procurement process

while identifying potential cost-saving
opportunities.

On November 26, 2019, the Ministry of Trans-
portation sought the Treasury Board’s approval
to cancel the project, which the Treasury Board
approved on the same day. The submission noted
that negotiations with the City would not yield
the intended outcomes, and that the procurement
would likely fail given uncertainty on the province’s
commitment and municipal support.

Through our review of information between
June and December 2019, we noted several instan-
ces when Metrolinx brought up the fact to the Min-
istry of Transportation that interested bidders and
the public did not know what the 2015 government
announcement of $1 billion had included. In a com-
munication dated June 26, 2019, from the Metro-
linx CEO to the Minister of Transportation’s Chief of
Staff, the CEO wrote, “There has been some confu-
sion around the funding for Hamilton LRT which is
now affecting our procurement significantly. The
core issue to resolve is what the $1 billion offer by
the premier “includes” — because there have been
suggestions by the government that anything above
$1 billion must be funded by Hamilton. The obvious
answer is that the $1 billion includes only the con-
struction costs (estimated at around $980m) — this
has always been the understanding and have been
around for years.”

We noted that the original $1-billion funding
announcement made by the government in 2015
was based on a 2012 Environmental Project Report
prepared by a third-party consultant retained by
the City of Hamilton using September 2011 cost
estimate data. Prior to announcing the $1-billion
funding in May 2015, the Ministry of Transporta-
tion did not reassess the project cost estimate or
obtain an updated estimate. In a December 3, 2019,
internal communication Infrastructure Ontario’s
senior management wrote, as a preparation for
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media inquiries, that the public announcement

of $1 billion was “based upon a very conceptual
level of design, and did not account for financing
costs, operations, maintenance and lifecycle costs
and was not done by IO [Infrastructure Ontario]
but rather produced by the City [of Hamilton] and
then adopted by the Province without a costing
exercise.”

The Ministry of Transportation informed us that
the decision for each of the Hamilton and Huron-
tario LRT projects was made based on the cost esti-
mate available at the time it went to the Treasury
Board for additional funding.

The cost estimate of $2.094 billion in 2019 for
the Hamilton LRT’s construction cost was 110%
higher than the originally stated $1 billion in 2015.
In comparison, the Hurontario LRT’s Treasury
Board-approved final budget of $1.76 billion for
the construction cost was 26% higher than the
originally committed $1.4 billion. Ultimately, the
Treasury Board decided to cap the funding for the
Hamilton LRT at $1 billion for the entire project,
and provide total funding of $4.1 billion for the
Hurontario LRT.

6.4.3 City of Hamilton Wanted to Review
Final Bids before Deciding on LRT

In making its decision whether it wanted to proceed
with the LRT, the City of Hamilton needed to under-
stand what its costs were likely to be and expected
to review final bids before proceeding with the LRT
project. As a result, the City of Hamilton, according
to City staff, was still expecting the LRT to go ahead
when the Minister announced the cancellation of
the project on December 16, 2019. By that time, the
project specification and the environmental assess-
ments had been completed. The City’s expectation
was that the province would be responsible for all
capital costs, which construction costs were part of.
The City expected it would be responsible for the
costs associated with operating the LRT and any
related maintenance over the term of the contract.



The City also expected to retain the operating rev-
enues generated by the LRT.

In the fall of 2017, Metrolinx provided a confi-
dential draft estimate of the operating and main-
tenance costs to City of Hamilton staff, showing an
estimated cost of $17.5 million per year over the
30-year term. In May 2018, City staff presented to
council their estimate of what the operating costs
of the LRT might be, along with the associated
revenues. Rather than using Metrolinx’s estimate
from 2017 or commissioning from an external con-
sultant an up-to-date estimate, the City’s estimate
extrapolated from information available to the City
back in 2011, now valued in 2017 dollars. The City
informed us that it did not incorporate Metrolinx’s
estimate in its presentation to City Council because
the City of Hamilton had not negotiated the details
of operations, such as frequency of trains during
peak hours, labour hours and wages, and extent of
maintenance on vehicles. These variables have a
direct impact on the cost estimate of operating and
maintenance. Ultimately, the City anticipated that
it would review the final bids for the LRT and then
decide whether or not to go ahead with the project.

6.4.4 Project Uncertainty Led to Bidder
Dropping Out

In April 2018, Metrolinx and Infrastructure Ontario
issued the RFP for the Hamilton LRT project to
three short-listed bidders.

As a result of the June 2018 provincial election,
the provincial government changed. The RFP was
put on hold after the new government announced
a review of government discretionary spending. By
the time the procurement process resumed in May
2019, after the new government re-affirmed its
support for Hamilton’s LRT project, the short-listed
bidders expressed concern regarding the level of
both provincial and municipal government commit-
ment to the project.

One of the three proponents was a consortium
called Ei8ht Transit Group. One of its key members,
EllisDon, dropped out in May 2019 due to project

uncertainties. In June 2019, another proponent,
CityLine, requested that a break fee be provided
to reimburse bidding costs if the project was can-
celled. CityLine also cited the uncertain political
climate around the project and the uncertainty
regarding the level of provincial funding support.
CityLine stated that it would not participate in
any further discussions until its concerns were
addressed, holding up the RFP process.

In an email dated June 26, 2019, the Metrolinx
CEO wrote to the Minister of Transportation’s Chief
of Staff, “There has been some confusion around
the funding for Hamilton LRT which is now affect-
ing our procurement significantly.” In the same
email, the Metrolinx CEO noted, “The Hamilton
council has specifically and publicly requested clar-
ity, inviting me to come and explain the position.”
The Deputy Minister of Transportation responded,
“I'would recommend that this invitation be politely
declined.”

By July 2019, Ei8ht Transit had not been suc-
cessful in finding a replacement for EllisDon, and
the risk was increasing that this consortium might
drop out, leaving only two bidders. In Novem-
ber 29, 2019, Ei8ht Transit formally withdrew from
the procurement process.

6.4.5 2019 Cost Estimate Reasonable, but
2016 and 2018 Estimates Not Fulsome

A significant increase in project costs between the
2016 and 2018 budget estimates for the Hamilton
LRT and the 2019 estimate was due to a change in
the project scope and because the earlier estimates
were understated.

With the assistance of an experienced independ-
ent quantity surveyor who has a construction cost
planning, estimating and cost control background,
we reviewed and assessed the reasonableness of
the $5.5-billion cost estimate from December 2019.
We assessed that 90% of the cost estimate, which
included all of the key construction cost compon-
ents and other P3 costs, was reasonable. However,
we assessed that the remaining 10% (about



$511 million) of the $5.5-billion cost estimate that
related to contingency and cost escalation amounts
was underestimated by about $70 million for a
project of this type, size and complexity.

The 2019 estimate of $5.5 billion is considered
a Class D estimate, which is an estimate based on
10% project design completion (discussed in Sec-
tion 2.10). According to Metrolinx, the contingency
amount is typically budgeted to account for items
that will likely be required but have not yet been
identified. The December 2019 cost estimate used
a 17.75% contingency rate. However, the Canadian
Federal Government’s Guide to Cost Predictability in
Construction indicates that for Class D estimates, a
contingency rate between 20% and 30% should be
used for low- and high-complexity projects respect-
ively. In this case, a contingency rate of at least 20%
should have been used for the Hamilton LRT project
and, given the size and complexity of this project,
it is our opinion that a rate higher than 20% was
more appropriate.

A price escalation amount is also typically
budgeted to account for fluctuations in the cost of
raw materials or labour. We found that the 2019
cost estimate used a 2% price escalation rate but
Statistics Canada’s Building Construction Price
Indexes showed an average escalation rate of 3.27%
from 2016 to 2019.

We also reviewed and assessed the two earlier
cost estimates that were used to obtain Treasury
Board approval in December 2016 and March 2018.
The difference between these two Treasury Board
budgets was largely due to the change in the project
scope by extending the length of the LRT by three
kilometres from Queenston to Eastgate Mall and
adding three more stops. But we also found that
both budget estimates were not a fulsome represen-
tation of the project costs and were significantly
understated.

Metrolinx informed us that the 2016 and 2018
budgets represented the best available data at the
time. However, we noted that these budgets used
rates based mainly on rates from Finch West and
Eglinton LRT projects as opposed to detailed speci-
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fications, measurements and pricing. The Finch
West and Eglinton LRT projects are both in Toronto
and it is not accurate to base Hamilton’s rates on
these two projects.

In addition, the 2016 and 2018 budgets that
were prepared at an early concept stage should
have been subjected to rigorous peer review, market
sounding and risk analysis in order to provide more
accurate estimates. For example, the 2016 estimate
for hazardous material, contaminated soil mitiga-
tion, and ground water treatments of $2.5 million
were not based on any geotechnical information. In
2018, the cost estimate increased to $2.9 million. In
the 2019 cost estimate, where geotechnical infor-
mation was available, the cost estimate was reason-
ably assessed at approximately $44 million. Also,
we noted that certain key infrastructures such as
support facilities, yards, shops and administration
buildings were underestimated in 2016 and 2018.

6.4.6 Board Did Not Receive Timely and
Sufficient Information Prior to Hamilton
LRT Cancellation

The Board and the Audit, Finance and Risk Man-
agement Committee (AFaRM Committee) were not
sufficiently apprised by Metrolinx management of
the rising cost estimates and the Ministry’s intent to
cancel the project up until the decision was actually
made. The AFaRM Committee is responsible for
reviewing significant contracts, among other
things. We noted that the increased cost estimate
was included, among numerous other items, in
materials for the Capital Projects Advisory Subcom-
mittee but was not specifically discussed or brought
to the attention of the AFaRM Committee or the full
Board.

Metrolinx’s Board was not consulted nor notified
before the Minister’s cancellation announcement
on December 16, 2019. The last Board meeting in
2019 was on November 22, where the quarterly
capital projects report did not note any issues with
the Hamilton LRT project. According to the Min-
istry, there was no communication or consultation



between the Ministry and the Board prior to the
Minister’s cancellation announcement.

We noted that on June 27, 2019, Board materials
showed that the approved capital construction cost
budget was $1 billion and the latest capital budget
for the Hamilton LRT at the time was $2.33 bil-
lion. The Board was not specifically informed by
management that the Treasury Board approved a
revised budget of $3.659 billion in March 2018.

On June 27, 2019, Metrolinx management
informed the Board that the Minister of Transporta-
tion met with the Mayor of Hamilton on March 28,
2019, and had re-affirmed the provincial commit-
ment to moving forward with the Hamilton LRT.
Management also reported that the Hamilton LRT
project activities continued following the Minis-
ter’s confirmation of the provincial commitment.
However, the Board was not informed that one of
the three shortlisted RFP proponents refused to
participate in further discussions and had requested
a break fee be provided to reimburse bidding costs
if the project had to be cancelled, before it would
continue in the process.

At three separate meetings that took place in
2019 on June 27, September 12 and November 22,
the Board was provided with capital projects
update reports showing that the Hamilton LRT
project activities continued after the Minister of
Transportation met with the Mayor of Hamilton
on March 28, 2019, to re-affirm the provincial
commitment.

When, in the summer of 2019, bidders raised
concerns regarding the government’s commit-
ment to the project (see Section 6.4.4), this was
not brought to the Board’s attention in any formal
reports. Moreover, when Metrolinx and Infrastruc-
ture Ontario received the October 2019 third-party
consultant report with the latest project cost
estimate, the Board was not informed by way of a
written report from management.

From our discussions with Board members, we
noted that the Metrolinx Board agrees that it is
the Ministry’s prerogative to make decisions with
respect to LRTs, including project scope changes
and cancellations.

6.4.7 Province Continues to Commit
$1 Billion toward Future Transportation
Projects in Hamilton

As part of the December 2019 cancellation
announcement, the Minister of Transportation
stated that the province was still committing

$1 billion in funding toward future transportation
projects for Hamilton. The Minister created a five-
member task force to determine how the funding
should be allocated. The task force completed its
report on March 16, 2020, which the Ministry sub-
sequently made public. The report recommended
that the province invest the $1 billion in either an
LRT or a bus rapid transit (BRT) system pending
further analysis of the cost benefit of each option in
light of the province’s funding cap.

As of March 31, 2020, Metrolinx had incurred
$171 million in costs relating to early site prepara-
tion work (for example, safety signage and perim-
eter fencing), professional services and acquiring
58 properties. Metrolinx is currently holding all
of the properties acquired until a decision is made
regarding a transportation project in Hamilton.
Metrolinx estimated that an additional $22 million
is to be paid relating to decommissioning costs,
break fees to be paid to the bidders for cancelling
the RFP process, property demolition costs, and
potential claims received from property owners and
the City of Hamilton. We noted from the Memoran-
dum of Agreement between the City of Hamilton
and Metrolinx, and the agreement between Metro-
linx and Infrastructure Ontario, that all Infrastruc-
ture Ontario and City of Hamilton costs relating to
the project would be reimbursed by Metrolinx. The
$171 million and the $22 million already included
costs incurred by Infrastructure Ontario and the
City of Hamilton. The Ministry of Transportation
did not incur any specific costs related to the Ham-
ilton LRT. There is a possibility that if the project
continues, albeit on a smaller scale to fit within the
province’s $1-billion funding cap, some of the costs
incurred to date may be salvageable.



On May 27, 2020, the Minister of Transporta-
tion issued a directive to Metrolinx’s Board Chair
to work with Infrastructure Ontario to undertake
further analyses. At the time of our audit, Metrolinx
was working on an analysis of benefits and costs of
the options recommended by the task force, and
expected to submit it to the Ministry in fall 2020 for
review and approval.

RECOMMENDATION 11

To obtain sufficient information to demonstrate
effective Board oversight of Metrolinx, we
recommend that the Chief Executive Officer
provide the Board with all light rail transit pro-
jects being managed by Metrolinx on a quarterly
basis, or more regularly, should costing or other
issues arise throughout the life of the project.

Metrolinx accepts the Auditor General’s recom-
mendation. Changes to Metrolinx’s Board’s
internal governance were implemented in
October 2020 to increase the Board’s engage-
ment in detailed capital project implementation
matters. A new Capital Oversight Committee of
the Board has been created, chaired by a Board
member, to review light rail transit and other
transit expansion projects. The Chief Executive
Officer, Chief Capital Officer and other members
of senior management will report in writing
project financials and key issues to this group
on a quarterly or better basis. The scrutiny and
advice of the Board members on this Committee
is augmented by several external capital project
experts. This Committee replaces the previ-

ous Capital Oversight Subcommittee that had
provided advice to the Audit, Finance and Risk
Management Committee and thereby provides a
closer link between the Metrolinx Board and the
projects for which it is responsible.
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RECOMMENDATION 12

We recommend that Metrolinx work with Infra-

structure Ontario to:

© estimate the cost of future light rail transit
(LRT) projects using estimation techniques
consistent with industry best practices and
benchmarks;

© have future cost estimates for LRT pro-
jects include all cost components such as
construction, financing, maintenance and
operations and other costs before the esti-
mate is submitted to Treasury Board and any
commitments to fund the projects are made
by the government;

© update cost estimates regularly using most
recent project specifications and new market
data before the end of the procurement
stage; and

© communicate all cost estimates, the content
of all Treasury Board submissions and
related updates to the Metrolinx Board and
municipal government partners.

Metrolinx accepts the Auditor General’s recom-
mendation and commits to develop project
estimates in keeping with industry best prac-
tices and benchmarks. Metrolinx has worked

to make such improvements to date, such as
implementing industry-leading techniques
such as quantitative cost risk analysis, which
have allowed for more effective estimation of
appropriate contingency levels rather than
percentage guidelines used in the past. Where
potential cost increases are forecast, Metrolinx
has and commits to carefully review root causes
and apply these findings to other projects. With
the business case guidelines that have been
implemented at Metrolinx since spring 2019,
Metrolinx now applies a more rigorous process
around business cases that support the assess-
ment of these major public transit infrastructure



investments as well as advice to the Metrolinx
Board and government.

Metrolinx is mandated to follow the Major
Public Infrastructure Projects (MPIP) Directive
from the province for two stage project approv-
als. The Metrolinx Initial Business Case, which
provides full lifecycle analysis of the project, is
used as the supporting justification providing
advice to government to secure Stage 1 MPIP
Approval from the Treasury Board. Similarly,
before an MPIP Stage 2 — Construction approval
is received, the Metrolinx Preliminary Business
Case for the project is completed to support the
approval. These project approvals may often
happen after a provincial announcement has
already occurred regarding the project; Metro-
linx will endeavour to support government deci-
sion-making with fact-based data as projects are
refined through the development process.

Learning from the Hamilton LRT experience
as it relates to a long and, in its case, extended
procurement phase that coincided with a period
of relatively rapid change in the local construc-
tion market’s unit pricing and risk appetite,
Metrolinx recognizes the importance of being
prepared to complete a review of cost estimates
mid-procurement.

Metrolinx will further develop its estimat-
ing practice for large-scale multi-billion-dollar
projects and future LRTs in-line with the Auditor
General’s recommendation to determine the
appropriate milestones to review cost estimates
where necessary prior to the close of the in-
market period. This may include assessment of
the age of the most recent estimate and rate of
potential change.

Metrolinx takes seriously both its obligations
to be transparent with the public and to protect
financial interests of Ontario. Over the last year,
Metrolinx has implemented the governance
practice of budget review and endorsement
to proceed to the Treasury Board, through its
Metrolinx Investment Panel, and Metrolinx
Board prior to the submission being tabled at

the Treasury Board. Metrolinx commits to con-
tinuing to communicate commercially confiden-
tial information to its Board, including greater
use of the newly established Capital Oversight
Committee as a committee of the Metrolinx
Board.

Where relevant, cost estimates will be shared
with key municipal partners through appropri-
ate channels. This will be supplemented with
public reporting of all financial information at
the most detailed level that can be responsibly
disclosed, while protecting commercially confi-
dential information. Where there is the poten-
tial for such public financial data to differ from
more detailed estimates known at that moment
or from the eventual final financial data,
Metrolinx has and will continue to transparently
identify such instances, explaining how and why
this was the case.

RECOMMENDATION 13

Given the significant risks inherent in project
estimates and costs involved with the construc-
tion of light rail transit (LRT) projects, we
recommend that the Ministry of Transportation
independently review, with the assistance of
external expertise, Metrolinx and Infrastructure
Ontario’s future estimates for LRT projects prior
to seeking Treasury Board approvals.

. MINISTRY RESPONSE

The Ministry of Transportation accepts the Aud-
itor General’s recommendation. The Ministry
will work with the Ministry of Infrastructure

to review budgeting practices and processes

for major transit projects to help inform future
improvements.
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Appendix 1: Audit Criteria

Prepared by the Office of the Auditor General of Ontario

1. Effective governance and administrative structures and processes are in place to oversee and manage operations so that
resources are acquired economically and used efficiently to fulfill Metrolinx’s mandated responsibilities.

2. GO Transit and UP Express trains and bus services are on-time, reliable and safe and delivered to commuters in a cost-
effective manner.

3. Through both the PRESTO fare payment system and an effective collaboration with other transit partners, Metrolinx leads
the integration of fares and facilitates the integration of routes and schedules of regional and local transit systems in
a seamless, customer-focused and cost-effective manner. Roles, responsibilities and accountability requirements of
Metrolinx, the Ministry of Transportation and other transit partners are clearly defined and established.

4. Inquiries and complaints relating to GO Transit and UP Express trains, bus services and PRESTO are adequately addressed
in a timely manner.

5. Cost estimates of LRT projects, including the Hamilton LRT, are prepared with sufficient due diligence and supported by
detailed, comprehensive business cases, and are monitored and updated on a regular basis.

6.  Operational performance measures and targets are established, monitored and compared against actual results and
industry best practices, publicly reported and corrective actions are taken on a timely basis when issues are identified.

7. Competitive, fair and transparent procurement processes are followed in awarding contracts for the operation and
maintenance of service vehicles and equipment. The work of consultants and contractors is properly managed to ensure
compliance with performance and accountability requirements in the contracts and poor performance is properly
documented and addressed in a timely manner.




Appendix 2: Timeline of Accenture Engagement and Contract Authority
Increases, October 2006-May 2020

Prepared by the Office of the Auditor General of Ontario

Contract
Value
($ million)
Oct 2006  The Ministry of Transportation (Ministry) signs a 10-year contract with Accenture to design, 231.7
implement and operate an e-fare system (PRESTO).
2007 Ottawa (OC Transpo) approves PRESTO implementation on its system
2009 Toronto Transit Commission (TTC) conditionally approves PRESTO implementation.
Jul 2011 The Ministry transitions the Accenture contract to Metrolinx
Sep 2012  Metrolinx Board approves an increase in contract for funding PRESTO Next Generation that includes 473.3
Ottawa and the Greater Toronto and Hamilton Area (GTHA) and PRESTO development for the TTC.
Mar 2014  Metrolinx Board directs senior management to develop a strategy for procuring future services 100.0

for PRESTO after the planned expiry of the Accenture contract in 2016, which included either a
renegotiation with Accenture or procuring new vendor(s). The Board also approved $100 million for

TTC deployment.
Dec 2014  Metrolinx Board approves $60 million for ongoing TTC deployment. 60.0
Apr2015  Metrolinx Board approves $20 million to procure devices for transit agencies and for TTC 20.0
deployment.

May 2015  After hearing of the March 2014 direction from the Metrolinx Board, Accenture presents a new
Master Agreement to Metrolinx with the intention of renewing the PRESTO Agreement by another
nine years.

Aug 2015  Metrolinx Board approves $225 million for TTC capital spending, to continue procurement for other 225.0
transit agencies and to expand PRESTO capacity.

Nov 2015  Price Waterhouse Coopers (PwC) completes a qualitative and quantitative assessment of the new
Accenture contract against market options, as per its retainment with Metrolinx. PwC recommends
extending the contract with Accenture due to several considerations:

¢ estimated costs of procurement of up to $10 million;

¢ time needed to conduct the procurement process;

¢ Metrolinx’s resource constraints to procure a new vendor during the roll-out of PRESTO to transit
agencies; and

* potential loss of royalty-free licences for the intellectual property that Accenture developed in
relation to PRESTO design and implementation.

PwC’s report highlights that Accenture has 10 years of “institutional knowledge of the end-to-end
system” and that PRESTO (as a Division of Metrolinx) had “limited visibility into how Accenture
delivers services and the technical solution.” PwC’s cost benchmarking analysis to compare with
market options indicates that the Accenture data required to accurately estimate the cost of
comparable services was not provided to PwC during the benchmarking. PwC indicates that the
resulting assumptions “may have a material financial impact on the benchmarking results.”

Dec 2015  Metrolinx Board approves renegotiation of Accenture contract.
Jun 2016 Metrolinx re-signs Master Supply and Services Agreement (Master Agreement) with Accenture. The 490.3
new Master Agreement is effective for six years, from October 6, 2016 to October 5, 2022.

Sep 2017  Metrolinx issues Request for Proposal (RFP) for 905 Device Refresh Initiative that will replace all
PRESTO devices on GO Transit and the 905 transit agencies such as ticket machines at GO stations
and tap devices on buses, which are beyond their end-of-life use. The need for device refresh had
been known since 2014,
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Contract

Value
($ million)

Jan 2018  Metrolinx receives two bids for the 905 Device Refresh RFP and neither passes the evaluation
score. Procurement fails. Metrolinx works with the 905 transit agencies and GO Transit to reduce
the hardware requirements. Accenture is engaged to review the revised requirements against
existing technology and other third-party devices. In parallel, Metrolinx conducts analysis of options,
including re-tendering or using the existing PRESTO contracts, including the contract with Accenture.

Jun 2018  AtJune 27, 2018 Executive Committee meeting, the Committee agrees to increase the Master 265.0
Agreement contract to $265 million (excluding tax), based on a recommendation from the Audit,
Finance and Risk Management (AFaRM) Committee. This includes a $44 million increase for the
905 Device Refresh Initiative. The Executive Committee is informed that the AFaRM Committee
and the PRESTO subcommittee do not have any concerns with Metrolinx leveraging the existing
Accenture contract to complete the initiative. The Metrolinx Board also approves the increase.

Oct 2018 At the Metrolinx Board meeting, the Executive Vice President and staff, along with the PRESTO
subcommittee and the consultant, present the PRESTO 2025 strategy. They describe changes to
operations to improve and offer better service and technology that would include new forms of
payment methods and analysis of options to achieve this. The Board approves the option that would
allow more players as part of the system; increase options for transit operators and commuters;
move from a closed system to an open-account-based system; and reallocate future capital
spending to execute the strategy. The strategy also confirms the need to re-procure in time for the
2022 contract expiry.

Feb 2019  Metrolinx management requests and receives the AFaRM Committee’s endorsement to expand
Accenture’s scope of services to include the replacement of existing PRESTO devices across the 905
transit agencies based on Metrolinx’s analysis of procurement and technology options that showed
that only Accenture could deliver the outcomes within the required time frame with minimal risk.
Metrolinx concludes that going out to market would have delayed the initiative by 12 months.

The AFaRM Committee is also informed that the PRESTO subcommittee does not have any concerns
with Accenture’s contract expansion

Apr2019  Metrolinx Board increases the Master Agreement by $33 million in contract authority to complete a 33.0
consolidated and outcomes-based delivery of replacement fare equipment for GO Transit and the
905 transit agencies. This means that Accenture is now responsible for deploying bus and train
station equipment for GO and the 905 transit agencies.

May 2019  Metrolinx staff present the PRESTO Modernization Plan, which would execute the PRESTO 2025
Strategy, to the Board. Metrolinx plans to have Accenture undertake most of the work to upgrade
its central system, to enable mobile payments and open payments (such as with a credit or debit
card), and upgrade some software on all equipment used by the 905 area code transit agencies,
GO Transit and UP Express. The TTC device refresh will be planned and procured separately in
partnership with the TTC at a later date.

Based on issues flagged at the PRESTO subcommittee and the AFaRM Committee prior to the Board
meeting, Metrolinx staff express caution given the expiry of the existing Accenture Master Agreement
in 2022. There is a concern that further increase in scope could compromise a level playing field
during the procurement process for PRESTO services before the Accenture contract expires, and
therefore all work done by Accenture must be executed such that it minimizes this risk.

Metrolinx hires a full-time conflict-of-interest advisor to review and log every statement of work that
is being issued to Accenture under the Modernization Plan to ensure mitigating measures are put in
place to address conflict concerns.

Metrolinx’s procurement division sets up an internal team to monitor statements of work/tendering
issued under the Modernization Plan to address possible bias toward Accenture.

Metrolinx begins to develop a data room to provide visibility of PRESTQ’s system to potential
suppliers where any information shared with Accenture will be shared with others as well.




Jun 2019

Contract
Value
($ million)

The Chair of the PRESTO subcommittee and the Executive Vice President of PRESTO informs the
AFaRM Committee that in the June PRESTO subcommittee meeting, PRESTO staff explained that
implementing open payment would require some commercial changes to the current PRESTO
business model and cannot be undertaken before 2022. However, the subcommittee members
and Metrolinx’s CEO have pushed for faster progress with open payment, stating that the “shape
of the solution needs to be identified and internal delays removed to improve functionality” so that
customers can see new features and benefits sooner and not wait another three years.

Nov 2019

Metrolinx's PRESTO management team advises the AFaRM Committee that as part of PRESTO
modernization planning they have identified open credit and debit payment as a top priority for
customers and other transit agencies. Management targets open payment delivery for pilots in 2020
and a full rollout thereafter.

Oct 2019-
Feb 2020

Metrolinx issues three additional statements of work under its Master Agreement to Accenture to 21.6
undertake the design of the open payment pilot and assessment of maintenance work to the current
PRESTO system.

According to Metrolinx, all three levels of approval (the AFaRM Committee, the Executive Committee
and the Metrolinx Board) were aware that Accenture had the expertise to complete this work

and Metrolinx exercised its right under the Master Agreement to issue these statements of work

to Accenture.

Jan 2020

PRESTO Executive Vice President confirms to the Metrolinx Board that open payment is targeted for
pilot on UP Express in October 2020 and public launch thereafter.

Apr-May
2020

The Executive Committee approves $40 million for the PRESTO Mid-Term Modernization Plan, of 315
which $37.7 million is to implement open payment. Management informs the Committee that

Accenture will be completing the majority of the work related to this initiative. On May 1, Accenture

signs another statement of work worth $31.5 million to execute the open payment initiative.




Metrolinx Operations and Governance “

Appendix 3: Fare Policies at Greater Toronto and Hamilton Area and Ottawa

Provincial and Municipal Transit Agencies, as of October 31, 2020

Prepared by the Office of the Auditor General of Ontario

Single
Single Ride -
Transit Ride- PRESTO Daily  Monthly
Agency Cash ($) ($) Pass($) Pass($) Concessions
Brampton 4.00 3.10 n/a 128.00 Discounted single ride for seniors (65+)
Transit Discounted seniors (65+) resident pass

Discounted single ride and monthly passes for youth (13-19)
and children (6-12)

Children under 5 ride free
Burlington 3.50 2.75 n/a 100.00 Discounted single ride and monthly passes for seniors (65+)
Transit Discounted single ride and monthly passes for youth (13-19)
Post-secondary student U-Pass Addon
Children under 12 ride free

Durham 3.75 3.20 n/a 117.00 Y10 monthly pass for youth (13-19) and discounted fares
Regiqn Discounted single ride and monthly passes for seniors (65+)
Transit Children under 12 ride free

U-Pass for university and college students
Transit Assistance Program for Ontario Works and Ontario
Disability Support Program (ODSP) clients

GO Transit 4.40 3.70 8.80 n/a Senior (65+) single ride tickets are half of adult tickets for
and up and up and up paper tickets. Senior Day Passes are also available as paper
tickets which cost 2x the senior paper ticket fare. Since the
lowest Senior fare is $2.20, the lowest Senior Day Pass is
$4.40

PRESTO discounts:
e Seniors pay 55% off the adult full fare with PRESTO

o Students (13-19)/post-secondary students pay 22.5% off
the full adult fare with PRESTO

Children under 12 ride free
Veterans ride for free on Remembrance Day and Warrior's Day

Hamilton 3.25 2.50 15.00 110.00 Discounted single ride and monthly pass for youth (13-19)
Street Children under 5 ride free
Railway

Discounted single ride and monthly pass for seniors (65+)
Summer youth pass $88 for youth aged 19 and under
University bus pass between September and April

Mississauga 4.00 3.10 n/a 135.00 Discounted single ride for seniors (65+)
Tra.nsit Discounted seniors (65+) monthly pass
(Miway) Persons with vision loss ride free

Support persons ride free

Veterans ride free two days of the year (Warriors’ Day parade
and Remembrance Day)




Single
Transit Ride -
Agency Cash ($)

Single
Ride -
PRESTO
($)

Daily
Pass ($)

Monthly
Pass ($)

Concessions

Oakville 4.00
Transit

3.16

n/a

131.60

Discounted PRESTO ride and monthly pass for youth (6-19)

Youth Freedom Monthly pass allowing for unlimited rides
during certain periods

Discounted PRESTO ride and monthly pass for seniors (65+)
Support person rides free
Subsidized passes for low-income

0C Transpo 3.60
(Ottawa)

3.55

10.75

119.50

Discounted monthly pass for seniors (65+)
Discounted single ticket for seniors (65+)
No charge rides Wednesday and Sundays for seniors (65+)

U-Pass for Ottawa post-secondary institutions—included in
school fees

Reduced fare monthly pass for youths (13-19)
Lower cash, PRESTO and monthly pass for children aged 6-12
Children under 5 ride free

Concessions for riders on ODSP, on low income, paratransit
users and blind/partially sighted

Toronto 3.25
Transit
Commission

3.20

13.50

156.00

Discounted single ride and monthly passes for seniors (65+).
Seniors get different paper ticket versus PRESTO discounts.
Seniors pay 50% off the adult full fare on paper/e-ticket, and
seniors pay 53% off the adult full fare on PRESTO

Discounted single ride and monthly passes for youths (13-19)
and post-secondary students

Kids under 12 ride free

UP Express 12.35

9.25

n/a

n/a

Discounted single and PRESTO rides for seniors (65+)
Discounted single and PRESTO rides for youth (13-19)
Children under 12 ride free

York Region 4.25
Transit

3.88

n/a

154.00

Discounted single ride and monthly passes for seniors (65+)
Discounted single ride and monthly passes for youth (13-19)
Discounted single ride and monthly passes for children (1-12)
Children under 5 ride free
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Appendix 5: Timeline of Events for Hamilton Light Rail Transit Project

Prepared by the Office of the Auditor General of Ontario

Cost Estimates and Scope

Feb 2007

The City of Hamilton endorses its own Hamilton Transportation Master
Plan, which identifies a strategy for the growing demand of traffic on
the King/Main corridor. While a Light Rapid Transit (LRT) is expected to
be phased in over the long term, a Bus Rapid Transit (BRT) option is
favoured due to economic factors.

Jun 2007

The province releases the MoveOntario 2020 plan, a $17.5 billion plan
for 52 rapid transit projects in the Greater Toronto and Hamilton Area
(GTHA). Of this amount, approximately $300 million is for two Hamilton
projects, one of which is the King/Main corridor project.

Nov 2007

The City of Hamilton initiates a Rapid Transit Feasibility Study. The study
is to investigate major considerations in route selection, land use,
existing transit services, and analysis of the feasibility for implementing
rapid transit projects in the Hamilton Transportation Master Plan, with a
focus on the two routes in MoveOntario 2020.

Oct 2008

As a result of the feasibility study, Hamilton City Council votes for the LRT

as the preferred option for the King/Main corridor. The City submits the
feasibility study to Metrolinx.

Nov 2008

The Metrolinx Board of directors adopts its first Regional Transportation

Plan—the Big Move. Fifteen projects are identified as “top priority” for the

first 15 year period of the plan, one of which is Hamilton’s King/Main

corridor. The Big Move notes that analysis of the benefits on a project-by-

project basis would be done to make more precise technology choices.

Feb 2010

Metrolinx completes the benefits case analysis for LRT, BRT (bus) and
hybrid LRT/BRT options, with a cost estimate of $784 million for the
LRT option.

e $784 million construction

costs (2008 $)

14 kms from McMaster
to Eastgate Square

Summer 2010

The province provides $3 million to the City of Hamilton to complete
preliminary planning and design and an environmental assessment for
rapid transit in the King/Main corridor.

Dec 2010

Bob Bratina becomes mayor of Hamilton, succeeding Fred Eisenberger,
who is a strong proponent of the LRT project.

Oct 2011

The City of Hamilton completes an environmental assessment for a
14 km LRT for the King/Main corridor.

Feb 2012

In addition to the Environmental Project Report, the City of Hamilton
releases a cost estimate report showing an $811 million construction
cost and $14 million annual operating and maintenance cost based on
information available as of September 2011.

$811 million construction
costs (2011 $)

14 kms from McMaster
to Eastgate Square

Feb 2013

Hamilton City Council approves its Rapid Ready plan and submits
the King/Main LRT proposal, including the completed environmental
assessment, to Metrolinx and the province for funding approval.

May 27, 2013

Metrolinx recommends this project scope to government in its
Investment Strategy and quotes a $1 billion project cost based on
Hamilton’s Environmental Project Report. The recommendations of the
Investment Strategy were not adopted by the government.

$1 billion capital costs
(2014 $)

14 kms from McMaster
to Eastgate Square

Dec 2014

Fred Eisenberger is re-elected as mayor of Hamilton.
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Cost Estimates and Scope

May 26, 2015 The province announces $1 billion in funding for the capital costs of an ~ * $1 billion capital costs
LRT project in the City of Hamilton. The line would run from McMaster (2014 %)
University to Queenston Traffic Circle, with an additional two-kilometre o 11 kms from McMaster to
LRT line from downtown to West Harbour GO Station. Due to the different Queenston; two kms from
scope, Metrolinx and the City of Hamilton have to amend the 2011 downtown to West Harbour
Environmental Project Report.

Mar 8, 2016 Hamilton and Metrolinx sign a Memorandum of Agreement for the
Hamilton LRT that outlines the parties’ roles and responsibilities in the
delivery of the project.

Dec 2016 The Treasury Board/Management Board of Cabinet approves the revised ¢ $2.981 billion
project scope and approves Metrolinx to proceed with a contract. TB/ o 11 kms from McMaster
MBC approval removes the two-kilometre LRT (downtown to West to Queenston

Harbour Go Station) from the scope and sets the approved budget at
$2.981 hillion, including construction, vehicles, financing, professional
services and 30 year operations, maintenance and lifecycle capital
costs.

Feb to Mar 2017 Metrolinx receives five submissions for its Request for Qualifications for
the LRT project.

Apr 2017 Hamilton City Council requests the province to increase scope by 3 km ¢ Additional 3 kms from
from Queenston Traffic Circle to Eastgate Square. Province agrees to Queenston Traffic Circle to
the extension. Eastgate Square

Jun 2017 Metrolinx Board approves the shortlisted proponents and releases
the RFP.

Aug 2017 The 2011 Environmental Project Report Addendum is approved.

Dec 2017 After conducting further analysis on costs and benefits, Hamilton City

Council passes a motion to proceed with the project with a Design Build
Finance Operate Maintain (DBFOM) model, where the responsibilities for
designing, building, financing and operating are bundled together and
transferred to private sector partners.

Mar 2018 TB/MBC approves project scope and budget adjustment for the addition ¢ $3.659 billion
of 3 km Eastgate extension to the project scope to $3.659 billion e 14 kms from McMaster
including construction, vehicles, financing, professional services and 30- to Eastgate
year operations, maintenance and lifecycle capital costs.

Apr2018 RFP is issued to three shortlisted bidders - CityLine Transit Group, Ei8ht
Transit, Mobilinx

May 2018 City of Hamilton staff present to council their estimate of the operating
costs of the LRT.

Jun 2018 Ontario General Election resulting in a change in government.

Sep 2018 The new government places a hold on property acquisition and the RFP
process as part of its review into government discretionary spending.

Oct 2018 City of Hamilton municipal election with Mayor Fred Eisenberger re-
elected for a third term.

Mar 28, 2019 Then-Minister of Transportation Jeff Yurek meets with Mayor Fred

Eisenberger and provides assurances that the Hamilton LRT has
provincial support and will be moving forward. The Minister then
confirms the freeze on property acquisition has been lifted.




Cost Estimates and Scope

May 2019 RFP process restarts. Potential bidder expresses concerns regarding level
of commitment to the project by provincial and municipal governments,
and the adequacy of $1 billion funding commitment. EllisDon drops
out of Ei8ht Transit Group. Hurontario LRT financial bids received by
Infrastructure Ontario exceed initial cost estimates.

Based on the above, Infrastructure Ontario begins procurement of a
third-party cost consultant to review the budget for Hamilton LRT.

Jun 2019 Infrastructure Ontario contracts with Turner & Townsend to complete a
Class D capital cost estimate.
Jun 11, 2019 Metrolinx submits a Briefing Note to the Ministry of Transportation

stating that it is assumed like other LRT projects, the province would
fund the capital construction, lifecycle rehabilitation and related costs
($2.8 hillion) to achieve provincial asset ownership. The Municipality
would be responsible for operations and maintenance over the 30-year
concession period ($866 million). If the province requires the City of
Hamilton to contribute more than the operations and maintenance cost,
the city council would likely reject the project causing it to be cancelled.

Jun 17, 2019 One of the three shortlisted proponents, CityLine, requests that a break
fee be provided to reimburse bidding costs if the project has to be
cancelled. CityLine again cites the uncertain political climate around the
project and uncertainty regarding the level of provincial funding support.
CityLine states that they will not participate in any further discussions
until their concerns are addressed, holding up the RFP process.

Jun 26, 2019 Metrolinx CEO emails the Ministry of Transportation on “what the
$1 billion offer by the premier includes” and that Hamilton City Council
has specifically and publicly requested clarity on this matter. The Deputy
Minister responds that “the direction for the $1 billion for Hamilton has
not changed” and recommends that the Metrolinx CEO politely decline
an invitation to meet with Hamilton City Council. Metrolinx CEO responds
that if the advice is followed the procurement may fail, but still declined
to meet with Hamilton.

Jun 27,2019 Metrolinx management provides status update to its Board of Directors
that the Hamilton LRT project is proceeding without issue.
Jul 2019 Infrastructure Ontario completes its own internal benchmarking exercise,

taking into account bids received for the Hurontario LRT. Results show
that the low end of the benchmark still exceeds the current TB/MBC
approved budget.

Jul 15, 2019 Metrolinx submits a Briefing Note to the Ministry of Transportation
requesting break fees to be added. The Note states that Ei8ht Transit
was not successful in finding a replacement for EllisDon, and that there
was an increasing risk that the consortium may drop out leaving only
two other bidders. If CityLine further withdraws due to their concerns, the
procurement would fail.
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Aug 22,2019 Ministry of Transportation and Ministry of Infrastructure seek TB/
MBC approval of an approach to the Hamilton LRT procurement.
The submission includes three alternatives: cancel the procurement
and commit $1 billion to other transportation priorities; continue the
procurement with the province assuming full capital and financing costs
over the $1 billion commitment; or continue with the procurement and
begin negotiations with the City of Hamilton and the federal government
to seek a cost-sharing arrangement. TB/MBC approves the third option
and authorizes break fees to each proponent if the procurement is
cancelled to encourage continued participation.

Sep 12, 2019 Metrolinx management provides status update to its Board of Directors
that the Hamilton LRT project is proceeding without issue.
Oct 11, 2019 Infrastructure Ontario and Metrolinx amend the RFP to include a

$4.1-million break fee for each proponent in order to encourage
continued participation by the proponents.

Oct 21, 2019 Turner & Townsend, engaged by Infrastructure Ontario in June 2019, * Metrolinx and Infrastructure
completes Class D cost estimate report using data from Infrastructure Ontario updated the Turner
Ontario and Metrolinx. The class D cost estimate is $2.32 billion for and Townsend estimate
the capital cost of the project, and $1.33 billion for the operations, by including the costs
maintenance and lifecycle costs. Metrolinx and Infrastructure associated with financing,
Ontario provide updates to Ministry of Transportation and Ministry of professional services, land
Infrastructure’s Minister’s offices that the project “faces an affordability acquisitions, and contract
issue” based on Turner & Townsend’s estimate, internal benchmarking contingencies. These costs

exercise based on Hurontario and Finch West LRT projects, and feedback totalled $1.85 billion.
from the short-listed proponents (CityLine Transit Group, Ei8ht Transit « Total estimate $5.5 billion.
and Mobilinx). Metrolinx and Infrastructure Ontario present the following

options: return to TB/MBC for budget increase, request federal and

municipal contributions, continue with procurement to receive actual

bids, or immediately cancel procurement.

Nov 22, 2019 Metrolinx Board of Directors receives an update of the Hamilton LRT
project; however, no procurement or affordability issues were brought to
their attention.

Nov 26, 2019 Ministry of Transportation submits request to TB/MBC to authorize the
cancellation of the Hamilton LRT Project. The request was approved.

Nov 29, 2019 Ei8ht Transit formally withdraws from the procurement process.

Dec 4-11, 2019 Ministry of Transportation, Infrastructure Ontario, and Metrolinx prepares
communication strategies.

Dec 12,2019 Ministry of Transportation provides Turner & Townsend cost summaries

to City of Hamilton. Infrastructure Ontario and Metrolinx meet with the
remaining bidders. Mobilinx and CityLine are entitled to break fees of
$4.1 million each.

Dec 16, 2019 Minister meet with Hamilton’s mayor before the province announces e $5.5 hillion
the cancellation of the Hamilton LRT project, quoting a cost estimate o 14 kms from McMaster
of $5.5 billion. Internal Metrolinx team and consultants are notified of to Eastgate

the cancellation.

Mayor Eisenberger states in an interview that he was not informed of the
Minister's decision prior to this date, and posts an open letter asking for
details and support to the $5.5 billion estimate.

Jan 23, 2020 Province announces the creation of Hamilton Transportation Task Force
to look into how to invest the $1 billion that remains committed to the
City of Hamilton transportation projects.
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Mar 16, 2020 The Hamilton Transportation Task Force submits its report to the Minister
of Transportation recommending to invest the $1 billion in an LRT or BRT
as originally planned, pending further analysis required to assess the
cost benefit of each option given the need to decrease the project scope
in order to fit within the limited funding.

May 27, 2020 Metrolinx’s Board Chair receives a directive from the Minister of
Transportation to work with Infrastructure Ontario to undertake further
analyses.
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