
Federal Gas Tax Additional Funding 

 
Introduction: 

 

This report has been prepared to provide funding allocation recommendations for 
the additional one-time Federal Gas Tax funding of $10,209,759.96.   This amount is in 

addition to the existing Gas Tax funding identified in the 2019 Capital Budget.  
 
Background: 

 
The one-time Federal Gas Tax funding is in addition to the existing Federal Gas Tax 

funding in the 2019 Capital Budget of $9,800,484 (split between Roads, Water, and 
Wastewater budgets).  Federal Gas Tax is an annual funding source and the 
estimated funds that the City can expect to receive from 2019 to 2023 are 

summarized below: 
 

- $10,209,759.96 (one-time additional funding) 

- $9,800,484 (2019) 
- $9,800,484 (2020) 
- $10,245,960 (2021) 

- $10,245,960 (2022) 
- $10,691,437 (2023) 

 

The funding must be spent in accordance with the existing Federal Gas Tax funding 
agreement.  The funds must be spent on capital construction projects for 
rehabilitation or replacement of roads, must be spent within five years of receiving 

the funds, must be spent on capital projects with capitalized road work on the City’s 
financial statements and the projects need to replace road components which will 

have a useful life of at least five years.  The gas tax funding cannot be used for 
patching, repairs or other work that would be considered operating expenses. 
 

Discussion: 
 

A number of criteria were considered in the selection of the proposed road sections.  
Asset management principles were used to review road sections recommended in 
the pavement management program.  Other factors considered in the road 

selection were to: 
 

- Maximize the benefit to users by selecting roads with high traffic volumes;.  

- Maximize the locations that required pothole repair this spring to lower future 
      maintenance costs, service requests, and claims; 
- Minimize traffic disruptions and create synergies with other proposed 

construction in  
      the 5-year Capital Budget outlook; 

- Minimize traffic disruptions to frequent bus routes identified for improvements in 
2019 
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under the City’s Transit Action Plan; 
- Select treatments to protect and extend the life of existing assets; 

- Maximize number of lane km of road rehabilitation; 
- Manage the risk of replacing asphalt over aging underground infrastructure; 
- Minimize the amount of pre-engineering work to accelerate project schedule; 

- Select locations that extend the rehabilitation corridor of roads recently 
constructed  

or already included in the Capital Budget outlook; 
- Consider the age and condition of road. 
 

Recommendation: 

 

The following road resurfacing locations are recommended:  
 
- Barry Downe Rd (MR66) from Westmount Ave to Hawthorne Dr ($2,000,000) 

- Kingsway (MR55) from Bancroft Dr to Silver Hills Dr ($1,800,000) 
- Regent St (MR46) from Walford Rd to York St ($2,100,000) 
 

Refer to the attached “Table 1 – Proposed Additional Gas Tax Funded Road Project 
Locations” which informed the prioritization of the proposed locations, and 

summarizes the following information for each location: the cost estimate, length, 
traffic volume, pavement condition index, proposed treatment, and typical service 
life of the proposed treatment.  

 
Refer to Appendix A that identifies the location and limits of each proposed 

location. 
 
The proposed work will rehabilitate approximately 13.4 lane kilometers at an 

anticipated cost of $5.9 million.   
 

Some of the proposed projects have aging underground infrastructure, however 
staff have reviewed the proposed treatments, the benefits and risks associated with 
repairing these roads now without repairs or rehabilitation to the underground 

infrastructure.  The proposed asphalt treatments in areas of underground 
infrastructure consist of only asphalt grinding and replacement (1 or 2 lifts of 

asphalt).  This road repair strategy is required at this time to reduce the expected 
extensive road maintenance requirements along these sections. These cost 
effective repairs will extend the useful life of the road until such time we are in a 

position to either replace or rehabilitate the underground infrastructure. 
 
It is expected that emergency repairs will be required to underground infrastructure 

for some of these locations. For example, on average the Kingsway is experiencing 
a water main break every two years, and over the typical service life of the 

proposed asphalt treatment approximately four to five breaks can be expected if 
recent trends continue. The total value of the asphalt removed to fix these breaks 
that would have been part of this contract is less than $10,000 in current dollars.  
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The proposed asphalt treatments minimize the impact to traffic because there is 

minimal excavation required. The major items are milling, tack coat, and asphalt. 
There will be traffic disruptions while these items are occurring, however it will be for 
a short duration. Traffic can be restored soon after these items are completed.  

 
The proposed projects will be completed in 2019 or 2020.  Additional resources will 

be required to complete the projects within the proposed schedule.     Retaining of 
external resources to supplement staff to complete this work will be required.  Due to 
the nature of these projects, experienced City staff will be selected to execute these 

contracts.  Additional temporary staff or consultants will be retained to execute 
other projects. 

 

In developing the recommended list of projects, other roads were considered. These 
roads include: 
 

- Frood Rd (MR42) from Elm St to College St ($900,000) 
- Old Hwy 17 (MR55) from Horizon Dr to Koti Rd ($800,000) 

- Old Hwy 69 (MR80) from North of Maley Drive to McCrea Heights ($2,000,000) 
- Ramsey Lake Road (MR39) from Paris Street to South Bay Road ($1,600,000) 
- Skead Rd (MR86) from MR85 to Airport Terminal Dr ($1,900,000) 

 
These roads will be submitted into the Capital Prioritization Process for consideration 
in future Capital Budgets.  

 
Funding Shortfall in 2019 Roads and W/WW Capital Program 

 
To date construction tenders for road and water/wastewater linear projects have 
been closing approximately 10% to 20% higher than estimated.  This results in a 

requirement for council approval prior to award of the construction projects.  It is 
recommended that $3.6M of the Gas Tax Funding be allocated to the existing road 

capital program to cover the funding needs and allow the 2019 roads capital 
program to be completed.  It is recommended that $800,000 be transferred from 
the W/WW capital financing reserve funds to be used to complete the 2019 W/WW 

capital program. 
 

For example, the local road rehabilitation contracts closed at a cost of $5.2M and 
the budget for this program is $4.0M. The contract for Elm Street and Beatty Street 
closed at a cost of $5.1M and the budget is $3.8M. These are the extreme examples. 

While some of the tenders have closed at or below budget, the majority are closing 
over budget.  

 
Staff have reviewed the details of each of the tenders and there is not one specific 
item that is causing the cost increase. Some of the major items in road tenders that 

have seen price increases are asphalt and concrete. For asphalt, the price of 
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asphalt cement (the glue in asphalt that represents approximately 5% of the 
volume) has risen from $588/t in January 2018 to $850/t in April 2019. This represents 

an increase of 45%, and historically the price has seasonally spiked in August and 
September. For concrete, the prices have significantly increased, with some 
contracts seeing prices doubled from the estimate. Explanations for these increases 

include general increases in fuel, material, and equipment costs, which have 
increased due to tariffs and the low Canadian Dollar.  

 
The estimates that were prepared for the 2019 Capital Budget did include increases 
from the unit prices received on City tenders from 2018, however the unit price 

increases seen to date were not expected. Staff have reviewed the existing tenders 
that have closed and have revised the estimates for contracts that are yet to be 

tendered. From this review, it is estimated that if $3.6M is allocated from the Gas Tax 
Funding to the 2019 Roads Capital Budget and $800,000 be transferred from the 
capital financing reserve fund - water to the 2019 Water Capital Budget that all of 

the projects can be completed as outlined in the approved capital program.  
 
Other Considerations: 

 
The City has historically been an early adopter of asphalt recycling technology. 

From the late 1990’s to date the City has continued to use asphalt recycling as a 
cost effective asphalt treatment to stretch the capital budget with success. 
Contracts have been structured to allow different types of asphalt recycling to 

promote competition and, where possible, allow local contractors to bid.  
 

Recently, a contractor approached the City promoting Hot In-place Recycling (HIR) 
as an alternative for the asphalt recycling already undertaken by the City. HIR is not 
a new process, it has been used by the MTO since 1990, however it has not been 

extensively used in Ontario in the recent past. As the City was not aware of many 
contractors offering this service, this type of asphalt recycling was not considered. In 

general terms, HIR is the recycling of existing asphalt with a rejuvenator. This process 
reworks the top 40 to 50 mm of the asphalt, and it is appropriate for roads that do 
not have significant cracking or structural deficiencies. The MTO Pavement Design 

and Rehabilitation Manual states that a typical service life for HIR, under freeway 
conditions, is seven years and under non-freeway conditions is nine years.  

 
 
With the understanding that the HIR technology is making resurgence in Ontario, 

and that the MTO has received competitive bids on projects in their Northwestern 
Region in the last two years, staff will be undertaking a detailed review of recent 
projects using HIR. To allow staff time to review the HIR technology, It is 

recommended that the remaining $700,000 of the Gas Tax Funding not be 
allocated to a specific location at this time. Staff will report back to Operations 

Committee with a suggested location or locations where a pilot project can be 
tendered with HIR option with the intent to utilize the remaining $700,000 Gas Tax 
Funding.  
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Summary 

 
The following is a summary of the recommendations for the allocation of the one-
time Federal Gas Tax funding: 

 
- $1,800,000 for Kingsway (MR 55) from Bancroft Drive to Silver Hills Drive 

- $2,000,000 for Barry Downe Road (MR 66) from Westmont Avenue to Hawthorne 
Drive 
- $2,100,000 for Regent Street (MR 46) from Walford Road to York Street 

- $3,609,759.96 for the 2019 Roads and W/WW Capital Budget to fully fund projects 
that        have been tendered or are in the process of being tendered.  

- $700,000 for an asphalt recycling pilot project.  
 
The proposed allocation above totals the one-time Federal Gas Tax funding 

allotment of $10,209,759.96. 
 
It is also recommended to transfer $800,000 from the capital financing reserve fund - 

water to the 2019 Water Capital Budget.  
 

 


