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In 2012, the TTC produced a series of
unique posters for a campaign dubbed,
Moving Toward a Better Tomorrow. Fivg
distinct posters were displayed in TTC
subway stations and vehicles to inform
transit riders about the importance of
better transit funding, transit investmen|
how the TTC is improving the customer
experience and the value the TTC has o
an individual’s personal budget. One of
those posters is featured on the cover o
this annual report. The campaign can be
viewed online at www.KnowYourTTC.ca
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LETTER FROM THE CHAIR

2012 — A year of transition

The year 2012 was one of transition at the Toronto Transit Commission.

| am thankful to have been re-appointed Chair of the TTC by Toronto
City Council. We welcomed Andy Byford as the first CEO of the TTC —
a gentleman | was happy to recruit with former Chief General Manager
Gary Webster. | must add that Andy, myself and many in the TTC family
are truly appreciative of the service Gary gave to the TTC and our city.
With new leadership comes new vision. We continue to strive for TTC

customer service excellence, which we have now ingrained in our
team — top to bottom.

City Council added four new citizen members to the Board, including our
new Vice-Chair, Maureen Adamson. They will bring new perspectives
on the needs of our customers.

Toronto caught its first glimpse of our new, spectacular streetcars,
which will start operation in 2014 and will eventually provide over
250,000 daily TTC streetcar customers with their first new vehicles
in over 25 years.

With the signing of a master agreement with Metrolinx in November
2012, | am very happy that the TTC will be the operator of 52 new
kilometres of Light Rail Transit being built by Metrolinx over the next
decade. These LRT lines are long-needed, higher-order of transit
infrastructure investment, which will make our city one. | am truly
thankful to my fellow City Councillors who helped secure these
lines for Toronto.

Finally, | want to thank my fellow Board Members for their continued
service and the entire TTC team for their dedication and hard work
in striving for a transit system that makes Toronto proud.

M St

Karen Stintz
Chair
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TORONTO TRANSIT COMMISSION

LETTER FROM THE CEO

A transit system that
makes Toronto proud

In 2012, | was honoured to be appointed as the first Chief Executive
Officer of the Toronto Transit Commission. Building on the good work
of Chief General Managers before me, | have set out to transform the
TTC top to bottom, in a five-year process that will renew equipment,

processes and company culture.

Last year was the base year in a five-year plan to modernize the TTC
and to put the customer at the centre of everything that we do. Our
focus was on laying the foundations for a more business-like approach
to running the third largest transit system in North America. A key
element of this work was to develop a vision statement for the TTC:
a transit system that makes Toronto proud. A suite of corporate
objectives was then identified to describe what we will deliver to meet
our vision, and key performance indicators were put in place to measure
our progress. Put together, these elements form the inaugural five-year
TTC Corporate Plan.

The year also saw implementation of a major reorganization of the
company to create centres of excellence in front- and back-of-house
activity. Coupled with the creation of a Strategy and Customer
Experience Group to identify what customers want, two new delivery
groups have been set up with a mandate to make our service more
reliable, punctual and pleasant. Key to our success is people performance
so the emerging Corporate Plan lays great emphasis on delivery of
consistently excellent service that makes riders feel valued.

The year was not without its challenges. Subsidy from the City was
frozen at 2011 levels against a backdrop of ever-increasing levels of
ridership, meaning that in real terms, subsidy-per-rider continued to
decrease. Further progress was made to reduce the cost base of the
company to ensure that service levels could be maintained or enhanced,
despite the lack of additional subsidy support. On the capital front,
investment continued to be made in additional capacity and state-of-
good-repair projects. In coming months, | will continue to lobby for more
equitable and predictable funding from all levels of government to allow
the TTC to meet Toronto’s growing transit needs — and keep this great
city moving.
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Last year also saw the TTC deliver a number of “quick-win” projects
to demonstrate intent on the part of the new management team to
improve service to customers. Acting on customer feedback, every
public washroom was refurbished and subjected to more regular cleans;
debit/credit facilities were rolled out to all subway sales points to aid
fare purchases; and end-of-line train cleaning was introduced to provide
cleaner subway cars throughout the day. At the same time, steps were
taken to usher in a culture of greater openness, transparency and
accountability that included the posting of daily performance data

on the TTC website.

In 2013 we will continue to see the TTC focus on safety as its number-
one priority. Customer service will receive a similar level of attention,
and the company will launch its inaugural Customer Charter, committing
the TTC to 31 specific, time-bound improvements to be delivered by
year-end.

The TTC will continue to provide safe, reliable service through the
efforts and professionalism of its 12,500 staff. While there is much to
do to achieve excellence, it is to the credit of our dedicated staff that
we provide 1.7 million customer journeys a day, and growing, mostly
without incident.

There are many new and exciting things happening in transit in
Toronto — new-generation subway trains entering service each month;
accessible low-floor streetcars on the near horizon; a new subway line
under construction — to name just a few. | am convinced that the TTC
will deliver its vision of a transit system that makes Toronto proud and
| am determined to do just that.

babl

Andy Byford
Chief Executive Officer
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Consolidated Financial Statements of
TORONTO TRANSIT COMMISSION
Year ended December 31, 2012
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June 14, 2013
Independent Auditor’s Report

To the Members of the Board of
the Toronto Transit Commission

We have audited the accompanying consolidated financial statements of Toronto Transit Commission,
which comprise the consolidated statement of financial position as at December 31, 2012 and the
consolidated statements of operations and accumulated surplus, net debt and cash flows for the year then
ended, and the related notes, which comprise a summary of significant accounting policies and other
explanatory information.

Management’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Canadian public sector accounting standards, and for such internal control
as management determines is necessary to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

PricewaterhouseCoopers LLP
PwC Tower, 18 York Street, Suite 2600, Toronto, Ontario, Canada M5J 0Bz
T: +1 416 863 1133, F: +1 416 365 8215, www.pwc.com/ea

“PwC’ rafers to PricewaterhouseCoopers LLP, an Cntario limited liability partnership,

Page 2 | 2012 ANNUAL REPORT


http://www.pwc.com/ca

L\

TORONTO TRANSIT COMMISSION

i

pwec

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of Toronto Transit Commission as at December 31, 2012 and the results of its operations, its net
debt and cash flows for the year then ended in accordance with Canadian public sector accounting
standards.

Other matter

The accompanying consolidated financial statements supplementary schedules as at and for the year
ended December 31, 2012 is presented as supplementary information only and is not a required part of the
basic consolidated financial statements. The information in these schedules has been subject to audit
procedures only to the extent necessary to express an opinion on the consolidated financial statements of
the Toronto Transit Commission.

MM@M LLP

Chartered Accountants, Licensed Public Accountants
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TORONTO TRANSIT COMMISSION

Consolidated Statement of Financial Position

As at

December 31, 2012 December 31, 2011

($000s) ($000s)

Financial Assets
Cash and Cash Equivalents (Note 3) 104,271 60,375
Subsidies Receivable (Note 4) 795,351 711,372
Accounts Receivable 84,084 74,692
Portfolio Investments (Note 5) 2,541 2,547
Total Financial Assets 986,247 848,986
Liabilities
Accounts Payable and Accrued Liabilities 512,013 438,817
Deferred Passenger Revenue 77,000 76,150
Unsettled Accident Claims (Note 6) 169,821 157,833
Future Employee Benefits (Note 7) 448,066 399,911
Environmental liabilities (Note 8) 15,275 13,400
Total Liabilities 1,222,175 1,086,111
Net Debt (235,928) (237,125)
Non-Financial Assets
Tangible Capital Assets (Note 9) 6,460,217 5,515,064
Spare Parts and Supplies Inventory 107,803 101,605
Prepaid Expense 2,821 5,021
Accrued Pension Benefit Asset (Note 7) - 84,884
Total Non-Financial Assets 6,570,841 5,706,574
Accumulated Surplus (Note 10) 6,334,913 5,469,449

See accompanying notes to the consolidated financial statements

f— }/Jv AL ,gr\@(

Commissioner

Commissioner
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TORONTO TRANSIT COMMISSION

Consolidated Statement of Operations and Accumulated Surplus
For the year ended December 31

2012 Budget 2012 2011
($000s) ($000s) ($000s)
(Note 14)

Operating Revenue
Passenger Services 1,008,924 1,023,423 976,015
Advertising 25,250 26,097 15,815
Outside City Services 18,784 17,722 17,813
Property Rental 21,677 20,512 19,339
Miscellaneous 6,239 7,758 7,700
Total Operating Revenue 1,080,874 1,095,512 1,036,682
Subsidy Revenue
Operating Subsidies (Note 11) 532,965 480,571 523,436
Capital Subsidies (Note 12) 1,765,240 1,216,022 918,484
Total Subsidy Revenue 2,298,205 1,696,593 1,441,920
Total Revenue 3,379,079 2,792,105 2,478,602
EXPENSES
Conventional Transit Service 1,841,713 1,811,854 1,663,268
Wheel-Trans 113,638 111,524 103,411
Other Functions 4,715 3,263 4,817
Total Expenses (Note 13) 1,960,066 1,926,641 1,771,496
Surplus for the year 1,419,013 865,464 707,106
Accumulated surplus, beginning of the year 5,469,449 4,762,343
Accumulated surplus, end of the year 6,334,913 5,469,449

See accompanying notes to the consolidated financial statements
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TORONTO TRANSIT COMMISSION

Consolidated Statement of Net Debt
For the year ended December 31

2012 Budget 2012 Actual 2011 Actual
(5000s) (5000s) (5000s)
Surplus for the year 1,419,013 865,464 707,106
Change in capital assets
Acquisitions (1,786,652) (1,234,362) (937,945)
Amortization 289,662 289,159 312,265
Loss (Gain) on disposal - (1,907) 6,935
Proceeds on sale - 1,957 485
Total Change in Capital Assets (1,496,990) (945,153) (618,260)
Change in Pension Benefit Asset 84,884 84,884 (84,884)
Change in Spare Parts and Supplies - (6,198) (5,537)
Change in Prepaid Expenses - 2,200 (3,165)
Change in Net Debt 6,907 1,197 (4,740)
Net Debt, beginning of year (228,623) (237,125) (232,385)
Net Debt, end of year (221,716) (235,928) (237,125)

See accompanying notes to the consolidated financial statements
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Consolidated Statement of Cash Flows
For the year ended December 31

2012 2011
(5000s) (5000s)
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from passenger services 1,024,273 988,313
Operating subsidies received 450,089 450,211
Non-passenger revenue received 73,355 63,338
Cash paid for wages, salaries and benefits (1,110,197) (1,088,200)
Cash paid to suppliers (296,461) (348,618)
Cash paid for accident claims (24,578) (34,445)
Cash provided by operating activities 116,481 30,599
CASH FLOWS FROM CAPITAL ACTIVITIES
Capital asset acquisitions (1,138,528) (785,844)
Capital subsidies received 1,065,943 749,384
Cash (used in) capital activities (36,460) (36,460)
Increase (decrease) in cash and cash equivalents during the year 43,896 (5,861)
Cash and cash equivalents, beginning of the year 60,375 66,236
Cash and cash equivalents, end of the year 104,271 60,375

See accompanying notes to the consolidated financial statements
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Notes to the Consolidated Financial Statements

for the Year Ended December 31, 2012
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TORONTO TRANSIT COMMISSION

NATURE OF OPERATIONS

The Toronto Transit Commission (the “TTC” or the "Commission") was established on January 1, 1954 to
consolidate and co-ordinate all forms of local transportation within the City of Toronto (the “City"), except
railways and taxis. As confirmed in the City of Toronto Act (2006), the Commission shall plan for the future
development of local passenger transportation so as to best serve its inhabitants and the City, and City Council is
not entitled to exercise a power related to local transportation, except as it relates to the Toronto Islands.
However, from a funding perspective, the Commission functions as one of the agencies, boards, and
commissions of the City and is dependent upon the City for both operating and capital subsidies (notes 11 and
12). The Commission also operates Wheel-Trans, a transit service for people with disabilities, which is also
subsidized by the City. The Commission’s subsidiaries include the Toronto Transit Infrastructure Limited, Toronto
Coach Terminal Inc. and its subsidiary, the TTC Insurance Company Limited. Since the TTC Sick Benefit
Association is controlled by the Commission, its results are also consolidated. The Commission, which is not
subject to income and capital taxes, receives an 11.24% rebate for the Harmonized Sales Tax, and receives
exemption from certain property taxes.

SIGNIFICANT ACCOUNTING POLICIES
a. Basis of presentation

These consolidated financial statements are prepared by the TTC in accordance with the standards
applicable for other government organizations found in the Canadian Institute of Chartered Accountants
(“CICA”) Public Sector Accounting Handbook.

b. Basis of consolidation

The consolidated financial statements include the operations of Wheel-Trans and the financial results of
the Commission's subsidiaries, Toronto Transit Infrastructure Limited ("TTIL") and Toronto Coach
Terminal Inc. ("TCTI") and TCTI's subsidiary, TTC Insurance Company Limited (the "Insurance Co."). The
results of the TTC Sick Benefit Association (“SBA”), which is controlled by the Commission, have also
been consolidated.

c. Measurement uncertainty

The preparation of the consolidated financial statements in conformity with public sector accounting
standards requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosures of contingent assets and liabilities at the date of the consolidated
financial statements and the reported amounts of revenue and expenses during the reporting period.
Specifically, future employee benefits and the accrued pension benefit asset are subject to the
assumptions described in note 7 and other contingencies are described in note 16a. Depreciation
expense is based on the asset lives described in note 2h and accident claims liabilities are subject to
assumptions on discount rates and amounts reserved for incurred but not reported claims as described
in note 6. Deferred revenue is based on estimated value of fare media sold, but not yet used before year
end. Actual results could differ from the amounts estimated.
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TORONTO TRANSIT COMMISSION

d. Subsidy Revenue

Operating subsidies are authorized by the City after the Commission’s operating budget has been
approved. Operating subsidy revenue is recognized by the Commission in the period to the extent that
net operating costs are incurred. Capital subsidies are recognized in revenue when the City authorizes
the capital subsidy and the eligibility criteria and related stipulations have been met.

e. Operating Revenue and Deferred Passenger Revenue

Revenue is recognized when cash, tickets and tokens are used by the passenger to secure a ride. An
estimate of tickets and tokens sold, which will be used after the year end, is included in deferred
passenger revenue. Revenue from passes is recognized in the period in which the passes are valid. An
estimated value of passes sold, but only valid after year end, is included in deferred passenger revenue.
Other revenue is recognized when the services have been provided.

f. Cash and cash equivalents

Cash and cash equivalents consist of cash on hand and money market instruments, such as bankers'
acceptances, which have original maturities at acquisition of three months or less and are readily
convertible to cash on short notice.

g. Spare parts and supplies inventory
Spare parts are valued at weighted-average cost, net of allowance for obsolete and excess parts.
h. Tangible Capital assets and depreciation

Tangible capital assets are recorded at cost less accumulated depreciation. In addition to direct costs
attributable to capital projects, the Commission capitalizes certain internal costs which are directly
related to the acquisition, construction, betterment, or development of those related capital assets.
Depreciation is calculated using the straight-line method, based on the estimated useful lives of major
assets, as follows:

Asset Years
Subways 20-65
Buildings & Structures 20-40
Rolling Stock 6-30
Buses 6-18
Trackwork 15-30
Other Equipment 4-26
Traction Power Distribution System 24-25

Capital assets are amortized from the date that they enter service. One-half year of the depreciation
expense is recorded in the year of acquisition and assets under construction are not depreciated until
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the asset is substantially complete and available for productive use. Land purchased directly by the City,
for the Commission's use, is accounted for in the City's records.

Portfolio investments

Portfolio investments consist of bonds that are recorded at cost. Discounts or premiums on investments
are amortized on a straight-line basis until maturity of the investment to which this item is related.
Investment income is reported as revenue in the period earned.

Unsettled accident claims

The Commission has a self-insurance program for automobile and general liability claims. Estimated
costs to settle automobile and general liability claims are actuarially determined, based on available loss
information and projections of the present value of estimated future expenditures developed from the
Commission’s historical experience. The provision for estimated future expenditures includes expected
internal and external adjustment expenses, an estimate of claims incurred but not reported and a
provision for adverse deviations.

Employee future benefit plans

The Commission’s employee benefits plans include both post-employment plans (workplace safety and
insurance benefit plan and long term disability benefit plan), post-retirement plans (medical and dental
benefits) and pension plans.

The costs of the post-employment benefit plans are recognized when the event that obligates the
Commission occurs. Costs include projected future income replacement payments, health care
continuation costs, taxes and fees paid to independent administrators, calculated on a present value
basis.

The costs and obligations of the post-retirement benefit plans and pension plans are calculated using
the projected benefits prorated on service method and management’s best estimates of retirement
ages of employees, future salary levels, expected health care cost escalations, and plan investment
performance.

The net asset or liability related to each employee future benefit plan reflects the year-end difference
between the value of the accrued benefit obligation and the value of the plan assets (if funded), net of
unamortized gains and losses and the valuation allowance. Plan assets are valued using year-end fair
market values.

Accrued benefit obligations and costs are determined using discount rates that are consistent with the
City’s long-term borrowing rates for the post-employment and post-retirement plans. For the
Commission’s funded pension plans, the discount rate is the plan’s expected rate of return on plan
assets.

Actuarial gains and losses arise from changes in actuarial assumptions or when actual experience differs
from what was assumed. For post-employment benefit plans, the net actuarial gain or loss is deferred
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and amortized on a straight-line basis over the average expected period during which benefits will be
paid unless there is a related plan amendment or curtailment. For workplace safety insurance benefits,
the amortization period is 10 years (December 31, 2011 — 10 years) and for long-term disability benefits,
the amortization period is 12.25 years (December 31, 2011 — 9.93 years). The amortization of the
gain/loss begins in the year after the actuarial gain/loss arises.

A post-retirement benefit plan actuarial gain or loss is deferred and amortized over the expected
average remaining service life of the employees unless there is a plan amendment or curtailment. The
amortization period for the pension plan, post-retirement medical and post-retirement dental plans,
varies from 10.9 to 12.1 years (December 31, 2011 — 11.7 to 12.7 years) and for the supplemental
funded pension plan, the amortization period is 3 years (December 31, 2011 — 3 years). The amortization
of the actuarial gain or loss begins in the year after the gain or loss arises for all post-retirement plans
except the TTC pension plan. Amortization begins in the year of the actuarial gain or loss for the TTC
pension plan. This policy is expected to reduce the long term expense volatility that results from the
accounting requirement to defer and amortize actuarial losses.

Past service costs arising from a plan amendment or plan initiation are recognized in the period of a plan
amendment. Prior service costs or gains are offset by net actuarial gains or losses, if any, as of the end
of the calendar year in which the prior service costs or gains arise. Unamortized amounts that remain
after offsetting with prior period service costs or gains continue to be amortized in their original
amount. Also, unamortized actuarial gains or losses related to settled or curtailed plans are recognized
in the period of the plan settlement or curtailment.

l. Environmental provision

Those conditions that have been clearly identified as being in non-compliance with environmental
legislation and with costs that can be reasonably determined have been accrued. The estimated
amounts of future remediation costs are reviewed regularly, based on available information and
governing legislation.

3. CASH AND CASH EQUIVALENTS

In connection with the City guarantee referred to in note 6, the TTC Insurance Company Limited, is required to
maintain cash or securities available for payment of accident claims liabilities equal to one month's claims and
operating expenses (all self-insured retention payments are processed through the TTC). The cash and cash
equivalents amount restricted for this purpose is $3.0 million as at December 31, 2012 (December 31, 2011 -
$3.0 million).
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SUBSIDIES RECEIVABLE

Subsidies from the City of Toronto consist of operating subsidies as described in note 11 and capital subsidies as

described in note 12. Subsidies receivable as at December 31 comprise the following amounts, all of which are

due from the City of Toronto:

2012 2011
(5000s)

Subsidies to be collected within one year
Capital Subsidy Receivable 356,241 332,302
Operating Subsidy Receivable 116,329 104,830
Total subsidies to be collected within one year 472,570 437,132

Other recoverable amounts

Employee Benefits 183,994 159,618
Accident Claims Expenses 57,742 63,135
Construction Holdbacks 67,170 39,487
Future Environmental Costs (note 8) 13,875 12,000
Total Other Recoverable amounts 322,781 274,240
Total Subsidies Receivable 795,351 711,372

The Commission expects to collect the capital and operating subsidy receivable within one year.

The amount related to non-cash employee benefits and accident claim expenses represents the delayed

payment of operating subsidy for the non-cash portion of these expenses.

Subsidy related to construction holdbacks will be collected in the year that the holdback is released to the

vendor. Subsidy for future environmental costs will be collected in the year in which the related work is

performed.

PORTFOLIO INVESTMENTS

Portfolio investments as at December 31 consist of two bonds, as follows:

2012 2011

(5000s)

Bank of Nova Scotia Notes (2.25%; May 8, 2015 maturity) 1,995 -
City of Toronto bond (8.65%; June 8, 2015 maturity) 546 546
Province of Ontario bond (5.375%; December 2, 2012 maturity) - 2,001
Total portfolio investments 2,541 2,547

At December 31, 2012, the fair value of the bonds is $2.6 million (December 31, 2011 - $2.7 million).
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6. UNSETTLED ACCIDENT CLAIMS

The TTC Insurance Company Limited (“Insurance Co.”) was established in 1994 in order to provide insurance
coverage for compulsory automobile personal injury and accident benefit claims for the Commission. At
December 31, 2012, $154.7 million (December 31, 2011 - $144.8 million) of the unsettled accident claims
liability is related to the Insurance Co.'s payable for all automobile claims incurred. This portion of the
Commission’s accident claim liability is guaranteed by the City. The Commission has purchased insurance from
third-party insurers to cover tort claims in excess of $5 million on any one accident. The remainder of the
unsettled accident claims liability, $15.1 million, (December 31, 2011 - $13.0 million) relates to general liability
claims, net of expected HST rebates.

The ultimate cost of these liabilities will vary from the best estimate made by management for a variety of
reasons, including additional information with respect to the facts and circumstances of the claims incurred. The
liability includes a reserve established for each file as well as an incurred but not reported (“IBNR”) provision to
account for the fact that full information on case files may not be available at the valuation date, or losses have
been incurred but are not yet reported. Therefore, the Commission relies upon historical information and
statistical models, to estimate the IBNR liability. The Commission also uses reported claims trends, claims
severity, exposure growth and other factors in estimating its IBNR reserve. The time required to learn of and
settle claims is an important consideration in establishing the Commission’s reserves. The Commission revises
these reserves as additional information becomes available.

This provision is discounted to take into account the time value of money and a provision for adverse deviation
["PFAD"] is added, as recommended by standard actuarial practice. Assumptions regarding the anticipated
timing of future payments and an appropriate discount rate are made by management. As uncertainty exists
with respect to the determination of these discounted estimates, an explicit PFAD is made for potential claims
development. A PFAD is selected based on guidance developed by the Canadian Institute of Actuaries.

The following table summarizes the effects of the time value of money and PFAD on the liability for unpaid
claims and claims adjustment costs.

Unpaid claims and claims Undiscounted Time Value PFAD Discounted
adjustment costs: of Money

(5000s)
As at December 31, 2012 164,358 (9,870) 15,333 169,821
As at December 31, 2011 149,649 (6,205) 14,389 157,833

As at December 31, 2012, the interest rate used to determine the time value of money was 1.95% and reflected
the market yield (December 31, 2011 — 1.35%).
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EMPLOYEE FUTURE BENEFITS
Description of benefit plans

The Commission has a number of benefit plans which provide employees with post-employment, post-
retirement and pension benefits.

Post-employment benefit plans

Post-employment benefits are available to active employees in the form of long-term disability (“LTD”) and
workplace safety insurance (“WSI”) plans. The long-term disability plan is self-insured by the Commission and is
administered by an independent insurance carrier. As a Schedule 2 employer under the Ontario Workplace
Safety and Insurance Act, the Commission fully finances its WSI costs.

For the post-employment benefit plans, the effective date of the most recent actuarial valuation was
September 30, 2012 for the WSI plan and November 30, 2012 for the LTD plan. These valuations were used to
project the accrued benefit obligations and costs for the current year end. The next actuarial valuation for the
post-employment benefit plans is expected to be performed as at September 30, 2013 for the WSI plan and
November 30, 2013 for the LTD plan.

Post-retirement, non-pension benefit plans

Post-retirement benefits, consisting of basic health care and dental coverage, are available to employees retiring
from the Commission with at least ten years of service and with a pension from the TTC Pension plan. Dental
benefits are limited to employees retiring on or after January 1, 2003.

For the post-retirement benefit plans, the effective date of the most recent actuarial valuation was

January 1, 2012. This valuation was used to project the accrued benefit obligations and costs for the current
year end. The next actuarial valuation for the post-retirement benefit plans is expected to be performed as at
January 1, 2015.

Supplemental pension plans

The Commission and plan members participate in supplemental pension plans. These plans provide pension
benefits which the TTC pension plan cannot provide because of the limits imposed by the Income Tax Act. These
pension benefits automatically reflect changes that are made to the TTC Pension plan.

The funded supplemental pension plan has been accounted for as a defined benefit plan and the Commission
has recognized 100% of the plan’s pension expense, assets and obligation. The funded supplemental pension
plan’s assets consist of 51% (December 31, 2011 — 50%) cash and equity index pooled funds which are carried at
market and 49% (December 31, 2011 — 50%) deposit in a Canada Revenue Agency non-interest bearing
refundable tax account. The effective date of the most recent actuarial valuation for funding purposes was
January 1, 2012. The next actuarial valuation for funding purposes is expected to be performed as at January 1,
2013. The effective date of the most recent valuation for accounting purposes was December 31, 2012.
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TTC Pension Fund

The Commission participates in a defined benefit pension plan. (“TTC Pension Fund”). The TTC Pension Fund is
administered by the Toronto Transit Commission Pension Fund Society (the “Society”), a separate legal entity.
The Board of Directors of the Society consists of 10 voting members, five of whom are appointed from the
Toronto Transit Commission and five are appointed from the Amalgamated Transit Union Local 113 (ATU).
Pursuant to the Sponsors Agreement between ATU and the Commission, the TTC Pension Fund is registered as a
Jointly Sponsored Pension Plan (JSPP) effective January 1, 2011.

The plan is accounted for as a joint defined benefit plan as the Commission and its employees jointly share the
risks in the plan and share control of decisions related to the plan administration and to the level of benefits and
contributions on an ongoing basis. The Commission is required to account for its portion of the plan (i.e. 50%)
and has therefore, recognized 50% of the pension expense incurred during the year and 50% of the plan’s assets
and obligation.

The plan covers substantially all employees of the TTC who have completed six months of continuous service.
Under the Plan, contributions are made by the Plan members and matched by the Commission. The contribution
rates are set by the Board, subject to the funding requirements determined in the actuarial report and subject to
the limitations in the Sponsors Agreements between the Commission and the ATU.

The TTC Pension plan provides pensions to members, based on a formula that factors in the length of credited
service and best four years of pensionable earnings up to a base year. A formula exists that sets a target for
pensioner increases. Plan improvements may be adopted by the Board depending on the Plan’s funded status.

Effective January 1, 2012, the base year for the TTC pension plan and the funded supplemental pension plans
was updated to December 31, 2008 from December 31, 2007. In addition, a 1% (December 31, 2011 - 2%) ad hoc
increase was granted to all pensioners. The Commission’s share of the prior service cost of these plan
amendments have been reflected in the consolidated statement of operations.

The effective date of the most recent actuarial valuation for funding purposes for the TTC Pension Fund was
January 1, 2012. The next required actuarial valuation for funding purposes will be performed as at January 1,
2015. The effective date of the most recent valuation for accounting purposes was December 31, 2012.
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The continuity of the change in the employee benefit liabilities/(asset) including expenses recognized in 2012 is

as follows:
(S000s) Post- Post- Supplemental Total
Employment Retirement  Pension Plans Employee TTC Pension
Plans  Non-Pension Benefit Fund
Plans Liabilities
Accrued benefit liability (asset)
balance, beginning of the year 181,486 217,687 738 399,911 (84,884)
Current service cost 33,551 14,678 39 48,268 64,485
Interest cost 5,790 11,470 620 17,880 1,153
Amortization of actuarial
(gains)/losses: 1,797 7,276 (1,129)* 7,944" (47,097)
Plan amendments 2,644 - 745 3,389 31,280
Change in valuation
allowance - - - - 133,013
Total Expenses 43,782 33,424 275 77,481 182,834
Benefits paid (22,960) (6,099) (184) (29,243) -
Employer contributions - - (83) (83) (97,950)
Accrued benefit liability (asset)
balance, end of the year 202,308 245,012 746 448,066 -

Includes recognition of net unamortized gain of $745 applied against the cost of the plan amendments.
%Includes recognition of net unamortized gain of $31,280 applied against the cost of the plan amendments.
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The continuity of the change in the employee benefit liabilities/(asset) including expenses recognized in 2011 is

as follows:
(5000s) Post- Post- Supplemental Total
Employment Retirement  Pension Plans Employee TTC Pension
Plans  Non-Pension Benefit Fund
Plans Liabilities
Accrued benefit liability/(asset)
balance, beginning of the year 166,332 202,440 3,082 371,854 0
Current service cost 31,539 9,679 18 41,236 61,171
Interest cost 6,451 10,145 282 16,878 (4,598)
Amortization of actuarial
(gains)/losses: 717 1,284 (4,249)" (2,248)" 7,437
Plan amendments 1,875 1,875 65,701
Change in valuation
allowance (122,540)
Total Expense/(Income) 38,707 21,108 (2,074) 57,741 7,171
Benefits paid (23,553) (5,861) (173) (29,587) -
Employer contributions (97) (97) (92,055)
Accrued benefit liability/(asset)
balance, end of the year 181,486 217,687 738 399,911 (84,884)

YIncludes recognition of net unamortized gain of $1,875 applied against the cost of the plan amendments.
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The following table summarizes the employee benefit costs included in the consolidated Statement of

Operations:

(5000s) 2012 2011
Cost of TTC Pension Fund contributions 97,950 92,055
TTC Pension accounting expense/(income) in excess of 84,884 (84,884)
contributions

Net cost of TTC Pension 182,834 7,171
Cost of other benefit plans 77,481 57,741
Total cost of plans 260,315 64,912
Less: costs allocated to capital assets (18,752) (14,519)
Total costs included in the consolidated Statement of Operations 241,563 50,393

As shown in the table below, the gross cost of the employee benefits in 2012 was $175,431,000 (December 31,
2011 - $149,796,000). Of this amount, $18,752,000 (December 31, 2011 — $14,519,000) was charged to capital
assets in accordance with the Commission’s capitalization policies. The impact of the TTC Pension Fund
accounting expense of $84,884,000 (December 31, 2011 — income of $84,884,000) was added/(deducted) for a
net total employee future benefit cost of $241,563,000 (December 31, 2011 — $50,393,000).

The following table summarizes the employee future benefit costs as included in note 13, expenditure by object.

(5000s) 2012 2011
Cost of TTC Pension Fund contributions 97,950 92,055
Cost of other benefit plans 77,481 57,741
Gross cost of employee benefits 175,431 149,796
Less: Portion of benefit costs charged to tangible capital assets (18,752) (14,519)
Employee future benefit costs included in Wage, Salaries and 156,679 135,277

Benefits in note 13

Employee future benefit costs/(income) included in Pension Fund 84,884 (84,884)
accounting expense (income) in excess of contributions in note 13

Total costs included in the consolidated Statement of Operations 241,563 50,393

The Commission’s portion of the assets in the TTC Pension Fund is carried at market value. As the Commission
cannot withdraw the surplus to reduce its contributions, the expected benefit of a surplus is nil and therefore, a
valuation allowance is required to reduce the accrued benefit asset to either the value of the net unamortized
actuarial losses (if any) or to fund surplus less net unamortized gains. As shown in the following table, in 2012 a
valuation allowance of $159.8 million (December 31, 2011 - $26.7 million) was required which was equal to the
plan surplus of $219.2 million less net unamortized gains of $59.4 million.
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Reconciliation of funded status to the employee benefit liabilities and asset as at December 31, 2012 is as

follows:
(5000s) Post- Post- Supplemental Total TTC Pension
Employment Retirement Pension Plans Employee Fund
Plans  Non-Pension Benefit
Liabilities
Plans
Fair value of plan assets - - 6,286 6,286 2,135,795
Accrued benefit obligations 179,807 323,377 6,939 510,123 1,916,632
Funded status—(deficit)/ surplus (179,807) (323,377) (653) (503,837) 219,163
Unamortized (gains)/losses (22,501) 78,365 (92) 55,772 (59,405)
Accrued benefit (liability)/ asset ~ (202,308) (245,012) (745) (448,065) 159,758
Valuation Allowance (159,758)
Employee benefit liability (202,308) (245,012) (745) (448,065) -

Reconciliation of funded status to the employee benefit liabilities and asset as at December 31, 2011 is as

follows:

(5000s) Post- Post-  Supplemental Total TTC Pension
Employment Retirement Pension Plans Employee Fund

Plans  Non-Pension Benefit

Liabilities

Plans

Fair value of plan assets - - 6,068 6,068 1,912,489
Accrued benefit obligations 198,261 281,336 6,633 486,230 1,885,744
Funded status—(deficit)/ surplus (198,261) (281,336) (565) (480,162) 26,745
Unamortized (gains)/losses 16,775 63,649 (173) 80,251 84,884
Accrued benefit (liability)/ asset ~ (181,486) (217,687) (738) (399,911) 111,629
Valuation Allowance - - - - (26,745)
Employee benefit (181,486) (217,687) (738) (399,911) 84,884

(liability)/ asset
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The continuity of the change in the accrued benefit obligation including costs recognized in 2012 is

as follows:
(S000s) Post- Post-  Supplemental Total TTC Pension
Employment Retirement Pension Employee Fund
Plans  Non-Pension Plans Benefit
Liabilities
Plans
Balance, beginning of the year 198,261 281,336 6,633 486,230 1,885,744
Current service cost 33,551 14,678 39 48,268 64,485
Interest cost 5,790 11,470 862 18,122 111,230
Loss/(gain) on the obligation (37,479) (1,560) (985) (40,024) (81,947)
Valuation adjustment - 23,552 - 23,552 -
Employee contributions - - 84 84 -
Benefits paid (22,960) (6,099) (439) (29,498) (94,160)
Plan amendments 2,644 - 745 3,389 31,280
Balance, end of the year 179,807 323,377 6,939 510,123 1,916,632

The continuity of the change in the accrued benefit obligation including costs recognized in 2011 is

as follows:

(S000s) Post- Post-  Supplemental Total TTC Pension
Employment Retirement Pension Employee Fund

Plans  Non-Pension Plans Benefit

Liabilities

Plans

Balance, beginning of the year 173,063 218,772 4,463 396,298 1,693,037
Current service cost 31,539 9,679 18 41,236 61,171
Interest cost 6,451 10,145 529 17,125 106,701
Loss/(gain) on the obligation 10,761 48,601 (82) 59,280 42,259
Employee contributions - - 97 97 -
Benefits paid (23,553) (5,861) (267) (29,681) (83,125)
Plan amendments - - 1,875 1,875 65,701
Balance, end of the year 198,261 281,336 6,633 486,230 1,885,744
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The continuity of the plan assets for the pension plans in 2012 is as follows:

(S000s) Supplemental TTC Pension Fund
Pension Plans

Balance, beginning of the year 6,068 1,912,489
Employee contributions 84 -
Employer contributions 84 97,950
Expected return on plan assets 241 110,077
Excess (shortfall) on return on plan assets 64 109,439
Benefits paid (255) (94,160)
Balance, end of the year 6,286 2,135,795

The continuity of the plan assets for the pension plans in 2011 is as follows:

(5000s) Supplemental TTC Pension Fund
Pension Plans

Balance, beginning of the year 6,145 1,850,518
Employee contributions 97 -
Employer contributions 97 92,055
Expected return on plan assets 247 111,299
Excess (shortfall) on return on plan assets (425) (58,258)
Benefits paid (93) (83,125)
Balance, end of the year 6,068 1,912,489
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Significant assumptions used in accounting for employee benefits are as follows:

2012 2011
Accrued benefit obligations as at December 31:
Discount rate for post-employment plans 3.1% 3.1%
Discount rate for post-retirement, non-pension plans 3.8% 3.8%
Discount rate for supplemental pension plans 3.8% t0 4.25% 3.8% to 4.0%
Discount rate for TTC Pension Fund 5.75% 5.75%

Rate of increase in earnings

2.0% to 3.25%

3.0% to 3.75%

Benefit costs for the years ended December 31:

Discount rate for post-employment plans 3.1% 4.0%
Discount rate for post-retirement, non-pension plans 3.8% 4.7%
Discount rate for supplemental pension plans 3.8% to 4.0% 3.8% to 4.0%
Discount rate for TTC Pension Fund 5.75% 6.0%

Rate of increase in earnings

3.0% to 3.75%

3.0% to 3.75%

Expected rate of return on assets, supplemental pension plan 4.0% 4.0%
Actual rate of return on assets, supplemental pension plan 5.1% (2.9%)
Expected rate of return on assets, TTC Pension Fund 5.75% 6.0%
Actual rate of return on assets, TTC Pension Fund 11.5% 2.9%

The Commission’s annual rate of growth for post-retirement drug costs was estimated at 14.4% for males and
12% for females. These rates consist of a drug trend rate of 7% per annum (decreasing to 4.5% per annum over
15 years - 2011 - 3% per annum) and an aging factor of 6.9% for males and 4.7% for females (up to age 65). The
annual rate of growth for post retirement dental costs was estimated at 4.0% per annum.

Total financial status of the TTC Pension Fund as at December 31 is as follows:

(5000s) 2012 2011
Fair value of plan assets 4,271,590 3,824,978
Accrued benefit obligations 3,833,264 3,771,488
Funded status— surplus 438,326 53,490

ENVIRONMENTAL LIABILITIES

As an operator of diesel buses that are refuelled on property and an enterprise that repairs and rebuilds buses
and other rolling stock, the Commission and its subsidiaries are subject to various federal, provincial, and
municipal laws and regulations related to the environment. Environmental advisors and specialists are retained
to support the TTC's investigative and remedial efforts.
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The amount accrued represents the estimated costs of remediating, monitoring and containing sites with known
contamination for which the Commission is responsible. Nevertheless, given that the estimate of environmental
liabilities is based on a number of difficult to determine assumptions, such as the anticipated results of
monitoring, actual costs may vary. The estimated amounts of future remediation costs are reviewed regularly,

based on available information and governing legislation.

TANGIBLE CAPITAL ASSETS

The cost of tangible capital assets is as follows:

(S000s) Cost December 31, 2012

Beginning Additions Disposals Ending
Subways 2,313,731 52,348 - 2,366,079
Buildings & Structures 1,113,437 32,714 - 1,146,151
Rolling Stock 1,518,944 219,028 (41,762) 1,696,210
Buses 1,397,178 67,490 (16,715) 1,447,953
Trackwork 1,499,363 47,624 - 1,546,987
Other Equipment 650,296 53,104 (3,396) 700,004
Traction Power Distribution 340,030 20,317 - 360,347
Land 12,854 - - 12,854
Construction in Progress 1,799,424 741,737 - 2,541,161
Total 10,645,257 1,234,362 (61,873) 11,817,746
(S000s) Cost December 31, 2011

Beginning Additions Disposals Ending
Subways 2,223,046 90,814 (129) 2,313,731
Buildings & Structures 903,965 210,062 (590) 1,113,437
Rolling Stock 1,351,384 170,999 (3,439) 1,518,944
Buses 1,385,776 20,382 (8,980) 1,397,178
Trackwork 1,456,810 42,553 - 1,499,363
Other Equipment 535,000 117,668 (2,372) 650,296
Traction Power Distribution 316,312 23,803 (85) 340,030
Land 20,150 - (7,296) 12,854
Construction in Progress 1,537,760 261,664 - 1,799,424
Total 9,730,203 937,945 (22,891) 10,645,257
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The accumulated amortization for tangible capital assets is:

(S000s) Accumulated Amortization December 31, 2012
Beginning  Amortization Disposals Ending
Subways 1,084,578 43,584 - 1,128,162
Buildings & Structures 409,993 32,676 - 442,669
Rolling Stock 960,758 51,584 (41,762) 970,580
Buses 844,226 62,883 (16,715) 890,394
Trackwork 1,106,143 40,294 - 1,146,437
Other Equipment 471,421 52,990 (3,346) 521,065
Traction Power Distribution 253,074 5,148 - 258,222
Total 5,130,193 289,159 (61,823) 5,357,529
(S000s) Accumulated Amortization December 31, 2011
Beginning  Amortization Disposals Ending
Subways 1,034,831 49,876 (129) 1,084,578
Buildings & Structures 378,264 32,319 (590) 409,993
Rolling Stock 905,717 58,480 (3,439) 960,758
Buses 778,471 74,735 (8,980) 844,226
Trackwork 1,055,970 50,173 - 1,106,143
Other Equipment 433,017 40,653 (2,249) 471,421
Traction Power Distribution 247,129 6,029 (84) 253,074
Total 4,833,399 312,265 (15,471) 5,130,193

Based on above, net book value as at December 31 is:

(S000s) Net Book Value 2012 Net Book Value 2011
Subways 1,237,917 1,229,153
Buildings & Structures 703,482 703,444
Rolling Stock 725,630 558,186
Buses 557,559 552,952
Trackwork 400,550 393,220
Other Equipment 178,939 178,875
Traction Power Distribution 102,125 86,956
Land 12,854 12,854
Construction in Progress 2,541,161 1,799,424
Total 6,460,217 5,515,064
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These costs include the capitalization of certain internal costs as described in note 2h. At June 1, 2012, the
insured value of all of the Commission’s assets, not including land, was approximately $11.4 billion (June 1, 2011
- $10.9 billion).

10. ACCUMULATED SURPLUS

Accumulated Surplus as at December 31 consists of:

2012 2011
Invested in Tangible Capital Assets 6,324,811 5,373,977
Pension Benefit Asset (Note 7) - 84,884
Accumulated surplus (deficit) from Commission subsidiaries (4,039) (3,553)
Accumulated surplus generated through operating budget 14,141 14,141
Total 6,334,913 5,469,449

The amount reported in the table regarding tangible capital assets represents the net book value of capital
assets, that have been funded through past capital subsidy. The variance between this amount and the amount
reported in note 9, (135,406 (2011 - $141,087)) represents the net book value of capital assets that have been
funded by the Commission. Of this, $130,451 (2011 - $135,518) will be recovered through future operating
subsidies. The remaining $4,955 (2011- $5,569) represents the net book value of capital assets used for the
operation of the Toronto Coach Terminal.

11. OPERATING SUBSIDIES

The sources of operating subsidies for the year ended December 31 are as follows:

2012 2011
Conventional Wheel-Trans Total Total

- Province of Ontario (5000
Gas tax (note 12(b)) 91,600 ) 91,600 91,600
- City of Toronto 293,514 95,457 388,971 431,836
Total operating subsidies 385,114 95,457 480,571 523,436

(for Commission’s consolidated
financial statements)

The total City operating subsidy amount is established as part of the City’s annual budget process. The City
allocated to the Commission’s budget $91.6 million (2011 - $91.6 million) from the provincial gas tax (see note
12(b)).
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12,

City of Toronto subsidy
(for information only)

2012 2011
Conventional Wheel-Trans Total Total
(S000s)

Operating subsidy from the City
of Toronto (see above) 293,514 95,457 388,971 431,836
City special costs 3,474 - 3,474 3,377

Future Recoverable amounts

Accident Claims 4,664 729 5,393 (14,969)
Employee Benefits (23,256) (2,120) (24,376) (13,737)
Total City operating subsidies 278,396 95,066 373,462 406,507

(in accounts of the City of Toronto )

City special costs represent subsidies reflected in the City’s budget that are not included in the Commission’s

operating subsidy but relate to the Commission. They include rents and taxes on commuter parking lots and

costs associated with certain subsidized passengers.

The future recoverable amounts reflect the delayed payment of operating subsidy for the non-cash portion of

certain employee future benefits and accident claims (note 4).
CAPITAL SUBSIDIES

Capital subsidies for the year ended December 31 are as follows:

2012 2011

Source of capital subsidies: (S000s)
- City of Toronto 771,261 527,859

- Province of Ontario 243,467 180,169

- Federal Government of Canada 163,256 178,412

- Other 38,038 32,044
Total capital subsidies 1,216,022 918,484

a. City of Toronto

The City is responsible for ensuring full funding of the Commission’s capital program. In accordance with

the Municipal Act, any funding for the Commission’s capital program from other governments flows

through the City. As such, the Commission has claimed from the City a total 2012 capital subsidy of
$1,178.0 million (2011 - $886.4 million). Amounts claimed from the City do not include a $0.4 million
expenditure (2011 — S1.1 million recovery) for property purchased and owned by the City but for the

jurisdictional use of the Commission. Other funding of $38.0 million (2011 - $27.5 million) includes

specific purpose third-party agreements with organizations such as Waterfront Toronto.
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The following disclosures regarding subsidy claims from the Provincial and Federal governments are
based on the City’s and the Commission’s understanding of the various agreements and commitments.

Toronto York Spadina Extension Project

The City acts as the bank for the Toronto York Spadina Subway Extension (“TYSSE”) project which is
being constructed into York Region under a joint funding relationship with the Province through the
Move Ontario Trust (“MOT”), the Federal Government under the Building Canada Funding program, and
the municipalities of the City of Toronto and the Region of York. In 2012, $422.6 million (2011 - $280.6
million) was recognized as subsidy with respect to this project and the amount is presented in the above
table as a City of Toronto subsidy. The City will recover these funds from the project’s funding partners.

The Province approved funding of $870 million (March 2006 and January 2008) for the TYSSE into York
Region with a project cost of $2.6 billion and this funding was deposited in the MOT. On March 6, 2007,
the Federal Government announced that it would contribute funding for the TYSSE into York Region
with the amount capped at $697 million for the project.

The Commission incurs project expenditures and then submits a capital billing for the full project cost to
the City. Each month the Executive Task Force, which is the joint Toronto/York governing body, submits
a funding request to each of the MOT and the municipalities (City of Toronto and Region of York) to
claim for each party’s appropriate share of project funding. The MOT is also billed for a working capital
draw to ensure that sufficient funds are available to cover ongoing project cash flows. Funding claims
are prepared each month to the Federal Government and payments flow to the City, upon submission
and approval of appropriate contracts and claims prepared by the Commission.

b. Province of Ontario

Capital subsidies claimed under the various provincial programs for the year ended December 31 are as

follows:

2012 2011

Source of capital subsidies: (S000s)
- Metrolinx Quick Wins 106,611 47,422

- Gas Tax 74,988 69,162

- LRT Car Project 36,735 45,687

- Vehicle funding programs 13,180 7.978

- Canada Strategic Infrastructure Fund 8,770 8,811

- Transit Technology Infrastructure Program 3,183 1,109
Total provincial capital subsidies 243,467 180,169
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Metrolinx (Quick Wins)

In its March 2008 budget, the Province confirmed the Quick Wins funding package of projects as
previously approved by Metrolinx in November 2007. Provincial payments totalling $452.5 million were
received by the City in March 2008 and placed in a City reserve to be applied against the approved Quick
Wins projects. Funding of $279.1 million has been recognized by the Commission for the eligible
expenditures to date, including $106.6 million applied to capital projects in 2012 (2011 - $47.4 million),
with the remaining funds attributable to the subway capacity projects.

Metrolinx (Transit Expansion)

On April 1, 2009, the Province of Ontario announced funding for the following Transit Expansion lines:
SRT ($1.4 billion), Finch West LRT (S1.2 billion), and Eglinton Crosstown LRT (S4.6 billion). Subsequently,
on May 15, 2009, the Province of Ontario and the Government of Canada announced $950 million in
funding for the Sheppard East LRT. It was intended that the City would not be required to contribute
toward the cost of these lines. Discussions with Metrolinx had resulted in consensus at the staff level in
mid-2010 with respect to the development of a series of agreements required to confirm the timing,
scope, magnitude, and governance issues associated with each of these lines and to set out the TTC's
responsibilities for program and project management. Full recovery of costs from Metrolinx will
continue to occur through the City of Toronto. Project funding of $66.7 million has been drawn through
the City for 2012 expenditures (2011 - $81.5 million) for costs incurred by the Commission in 2012 and
the eligible expenditures to date are $254.3 million on the approved lines. Since Metrolinx will retain
ownership of the assets, these amounts along with any associated capital assets, have not been
recognized on the consolidated financial statements.

Provincial Gas Tax

In October 2004, the Province introduced gas tax funding to municipalities for public transit.
Commencing at 1¢/litre, the funding is based on a province-wide 70% ridership and 30% population
allocation base, updated annually. The funding rate increased to 1%¢/litre, effective October 2005, and
then to 2¢/litre, effective October 2006. Of the anticipated $162.2 million (2011 - $165.8 million) in
provincial gas tax funding available, the City has directed $91.6 million for 2012 (2011 - $91.6 million)
toward the Commission’s operating needs (note 11) with the remainder of $70.6 million (2011 - $69.2
million) of the approved reserve amount applied to capital needs. In addition, in 2012, the $4.4 million
of unapplied funds in reserve (from 2011 gas tax) was applied to additions in 2012 and recognized as
capital subsidies revenue for the year ended December 31, 2012.

LRT Car Project

On June 19, 2009 the Province of Ontario confirmed that it would provide one-third funding for the 204
LRT Car Project (up to $417 million) and this funding is expected to flow on the basis of contract
milestone payments. In 2012 the Province drafted the Transfer Payment Agreement and is subject to
review and approval. Funding of $124.2 million has been recognized against the project to date
including $36.7 million for 2012 (2011 - $45.7 million).
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Vehicle Funding Programs

In 2007, the Province provided funding of $150 million to address the Commission’s unique rolling stock
requirement which was paid to the City on March 30, 2007. These funds were placed in the Ontario
Rolling Stock Infrastructure Reserve Fund (“ORSIF”) to be drawn for transit vehicle requirements.
Funding of $13.2 million was recognized in 2012 (2011 - $8.0 million).

Canada Strategic Infrastructure Fund

Provincial funding under the Canada Strategic Infrastructure Fund (“CSIF”) was originally $350 million in
total for the years 2004 to 2014 (see note 13(c)). The Provincial share of $303.3 million CSIF
commitment (net of the GTA Farecard Project of $46.7 million) was paid in full to the City. Funds were
placed in the City’s CSIF Reserve Fund to be applied to eligible CSIF expenditures over the term of the
agreement. Funding of $300.9 million has been recognized by the Commission for the eligible
expenditures to date, including $8.8 million for 2012 (2011 - $8.8 million). In 2012, Metrolinx assumed
ownership of the GTA Farecard Project and the GTA Farecard portion of $46.7 million was allocated to
them.

Transit Technology Infrastructure Program

The Province paid out previously announced commitments under the Transit Technology Infrastructure
Program (“TTIP”) in full in March 2007 when the Province provided an unconditional payment to the City
of $31.1 million. These funds were placed in a City reserve fund to be applied to eligible TTIP
expenditures. Funding of $3.2 million was recognized by the Commission for eligible project
expenditures in 2012 (2011 - $1.1 million) thus fully exhausting this reserve as at December 31, 2012.

c. Federal Government of Canada

Capital subsidies claimed under the various federal programs for the year ended December 31 are as

follows:
2012 2011
Source of capital subsidies: (S000s)
- Gas tax funding 154,367 154,367
- Canada Strategic Infrastructure Fund 8,889 12,785
- Infrastructure Stimulus Fund - 11,260
Total federal capital subsidies 163,256 178,412

Federal Gas Tax

In June 2005, a joint announcement by the Federal, Provincial, and City of Toronto governments and the
Association of Municipalities of Ontario was made in connection with the signing of two federal gas tax
funding agreements under the “New Deal for Cities and Communities”. The gas tax funding is allocated
on a per capita basis for environmentally sustainable municipal infrastructure, growing from 2%¢/litre in

Page 32 | 2012 ANNUAL REPORT



TORONTO TRANSIT COMMISSION

13.

2008 to 5¢/litre in 2009. In 2008 the Federal Government announced that gas tax funding had been
made a permanent measure and in 2009 an extended framework agreement for the 4 year period 2010-
2013 was based on updated 2006 Census population. Ontario’s allocation of this to municipalities is
based on population and the City was allocated $154.4 million in 2012 (2011 — $154.4 million) under this
program. This amount was allocated to the Commission.

Canada Strategic Infrastructure Fund

On March 30, 2004, the Federal and Provincial governments and the City of Toronto jointly announced
funding of $1.050 billion ($350 million each) under CSIF, to fund strategic capital project requirements
during the period March 2004 to 2012. This has since been extended to March 31, 2014. To date,
federal funding for the eligible expenditures incurred amounts to $293.3 million, of which $8.9 million
has been accrued but not yet received in 2012 (2011 - $12.8 million). Metrolinx has assumed ownership
of the GTA Farecard project and therefore $46.5 million of the original $350 million will be allocated to
Metrolinx.

Federal Infrastructure Stimulus

On September 11, 2009 the Federal Government announced Federal Infrastructure Stimulus Funding for
the City of Toronto ($190.0 million) of which $60.4 million was approved for 19 specific TTC capital
projects to March 31, 2011. Extensions for 16 projects to October 31, 2011 were subsequently granted.
Funding of $44.2 million was recognized by the Commission for the eligible expenditures incurred during

the program including $11.3 million in 2011.
EXPENDITURES BY OBJECT

Expenditures by object for the year ended December 31 comprise the following:

2012 2011
Wages, salaries and benefits 1,158,352 1,141,026
Materials, services and supplies 178,414 178,047
Vehicle fuel 93,529 92,284
Accident claims 36,566 49,394
Electric traction power 35,286 34,653
Wheel-Trans contract services 32,728 30,557
Utilities 17,723 18,154
Depreciation (Operating Budget) 27,194 20,042
Depreciation (Assets funded through capital subsidy) 261,965 292,223
Pension Fund Society (Income) in excess of employer contributions 84,884 (84,884)
Total Expenditures 1,926,641 1,771,496
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15.

BUDGET DATA

Budget data presented in these consolidated financial statements is based upon the 2012 operating and capital
budgets approved by the Commission and the Board of the Toronto Coach Terminal Inc. Adjustments are
required to provide comparative budget values for the year-end actual results based on an accrual basis of
accounting. The chart below reconciles the approved budget with the budget figures as presented in these
consolidated financial statements.

Conventional Wheel-Trans Other Total
Total expenses, per approved current year 1,477,684 102,148 4,715 1,584,547
budget
Expenses funded through future recovery 27,680 990 - 28,670
TTC Pension Fund 84,884 - 84,884
Depreciation of previously subsidized assets 251,465 10,500 - 261,965
Total budgeted expenses per consolidated 1,841,713 113,638 4,715 1,960,066

financial statements

The expenses funded through the future recoverable are certain non-cash employee benefits and accident claim
expenses (see note 4). The approved current year budgets include the TTC Pension Fund required contributions.
The amount reflected above represents the expense related to the TTC Pension Fund that is in excess of the
required Commission contributions.

CITY OF TORONTO RESERVES AND RESERVE FUNDS

In its accounts, the City maintains interest bearing Reserve Funds, and non-interest bearing Reserves comprised
of funds set aside by City Council for specific purposes. Six of these Reserve Funds and one Reserve have been
established specifically for matters related to the Commission. Contributions to and draws from these Reserves
and Reserve Funds are made by the Commission, or the City, upon approval by City Council. As a result,
contributions to and draws from the Reserves and Reserve Funds do not necessarily correspond to the year in
which the related expenditure was incurred by the Commission. In 2012, the average interest rate applicable to
Reserve Funds was 0.82% (2011 — 0.94%).

In order to facilitate the reconciliation to the City’s balances, only those contributions and withdrawals that had
been approved by City Council as of the date of the consolidated financial statements are reported in the table.

The balances and transactions related to the Reserves and Reserve Funds are presented in the following table.

Reserves and Reserve Fund originating from Commission operating surpluses or operating subsidies

(5000s) 2012 2011

Stabilization  Land Acquisition Total Total
Balance, beginning of the year 24,666 650 25,316 28,281
Draws - - - (2,971)
Interest earned - 6 6 6
Balance, end of the year 24,666 656 25,322 25,316
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Stabilization Reserve

The Stabilization Reserve was created to stabilize the funding of the Commission’s operating expenditures over
time. Any operating deficits, to the limit of the reserve balance and after approval from City Council, may be
covered by a draw from this reserve.

Land Acquisition Reserve Fund

The Land Acquisition Reserve Fund was created to fund future land acquisitions by the City for the Commission’s
use.

Reserve funds for transit capital funding originating through the Province of Ontario

($000s) 2012 2011
CSIF ORSIF PGT  TTIP MO02020 Total Total
Balance, beginning of 27256 13,072 5009 3,157 294903 343397 399745
year
Provincial contributions - - 161,579 - - 161,579 165,771
Draws (8,770)  (13,180) (166,588) (3,183) (106,611) (298,332) (226,081)
Interest earned 230 108 - 26 2,461 2,825 3,962
Balance, end of year 18,716 - - - 190,753 209,469 343,997

Canada Strategic Infrastructure (CSIF) Reserve Fund

A provincial payment of $275.6 million was received in March 2007 for the remaining provincial commitment
under CSIF for funding of Commission strategic capital projects. Of the total payment received, $272.4 million
has been applied to accumulated funding recognized by the Commission to date, of which $8.8 million was
drawn from the reserve fund in 2012 (2011 - $8.8 million).

Ontario Rolling Stock Infrastructure (ORSIF) Reserve Fund

A provincial payment of $150.0 million was received in March 2007 in support of Toronto’s unique rolling stock
requirements. As at December 31, 2012, there was no remaining balance in this reserve fund.

Provincial Gas Tax (PGT) Reserve Fund

In 2012, the $5.0 million of unapplied funds in reserve (from 2011 gas tax) plus the $161,579 provincial
contributions was applied to additions in 2012 and recognized as capital subsidiaries revenue for the year ended
December 31, 2012.

Transit Technology Infrastructure Program (TTIP) Reserve Fund

A provincial payment of $31.1 million was received in March 2007 in support of inter-regional transit
improvements. As at December 31, 2012, there was no remaining balance in this reserve fund.
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MoveOntario 2020 (M02020) Reserve Fund

Provincial payments totalling $452.5 million were received in March 2008 in support of the Metrolinx approved
Quick Wins projects. Of the total payment received, $279.1 million has been applied to accumulated funding
recognized by the Commission to date for capital expenditures, including $106.6 million drawn from the reserve
fund in 2012 (2011 - S47.4 million). Of the amount remaining in the reserve fund, there is also $57.0 million in
Capital Reserve funding which was received for 2009 capital which, based on direction from the City, will be
applied against the cost of capital debt and remains unapplied at the end of 2012.

COMMITMENTS AND CONTINGENCIES

In the normal course of its operations, labour relations, and completion of capital projects, the Commission
and its subsidiaries are subject to various arbitrations, litigations, and claims. Where the potential liability is
determinable, management believes that the ultimate disposition of the matters will not materially exceed
the amounts recorded in the accounts. In other cases, the ultimate outcome of the claims cannot be
determined at this time. Any additional losses related to claims will be recorded in the period during which
the liability is determinable.

In February 2005, December 2007, December 2008 and October 2009 the Commission approved the
awarding of contracts for the purchase of low-floor buses from DaimlerChrysler Commercial Buses North
America Ltd. The delivery requirement is, in total 694 diesel-electric hybrid buses and 395 diesel buses at a
total value of $755.6 million. At December 31, 2012, 694 hybrid and 395 diesel buses had been delivered at
a cost of $716.9 million and no further commitment remains (December 31, 2011 - $71.1 million).

In August 2006, the Commission approved purchasing 234 subway cars or 39 trainsets from Bombardier
Transportation Canada Inc. In September 2006, City Council approved proceeding with this procurement and
the contract was awarded on December 21, 2006. In May 2010, the Commission approved purchasing an
additional 10 subway trainsets for the Toronto-York Spadina Subway line extension and 21 H6 replacement
trainsets for a total contract cost of $1,145.6 million. At December 31, 2012, 28 trainsets had been delivered
at a cost of $960.4 million (included in construction in progress - note 9) and the outstanding commitment is
$185.2 million.

In October 2008 and September 2010, the Commission approved the awarding of contracts to American Bus
Products Inc. for the supply of 198 Wheel-Trans low-floor para-transit buses. In November, 2011, five 2009
chassis buses were added to the order as agreed by American Bus Products Inc. to replace two 2011 buses
bringing the total supply to 201 buses for a total contract cost of $71.1 million. At December 31, 2012, 201
buses had been delivered at a cost of $66.5 million and no further commitment remains.

On June 26, 2009 the Commission approved funding for the design and supply of 204 Light Rail Vehicles
(LRV) and the contract was awarded to Bombardier Transportation Canada Inc., as of December 2012 the
total cost of this contract is $992.6 million. Delivery of LRV’s has been rescheduled to 2013 with all 204 cars
expected to be delivered by 2018. One LRV prototype was delivered for testing in 2012. At December 31,
2012, the Commission had incurred costs of $396.6 million (included in construction in progress — note 9)
and the outstanding commitment is $596.0 million.
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f.  OnlJanuary 17, 2012 the Commission approved the award of a contract to Nova Bus, a Division of Volvo
Group Canada in the amount of $24.4M for the purchase of 27 60-foot Articulated Low Floor Clean Diesel
Buses for delivery in 2013.

g. The Commission has contracts for the construction and implementation of various capital projects. At
December 31, 2012, these contractual commitments are approximately $1,375.6 million (2011- $1,353.6
million). Of this amount, contractual commitments of $924.9 million (2011 — $1,048.2 million) relate to the
Toronto York Spadina Subway Extension project, $51.8 million relate to the Toronto Water Front projects
and $398.9 million relate to various TTC construction projects.

h. The Commission could be exposed to significant or material contractual cancellation penalties if any of its
commenced capital projects do not continue as planned.

i. The Commission leases certain premises under operating lease agreements. The approximate future
minimum annual lease payments are as follows:

(S000s)
2013 14,274
2014 12,623
2015 10,789
2016 8,760
2017 and thereafter 8,085

17. COMPARATIVE AMOUNTS

The comparative consolidated financial statements have been regrouped from statements previously presented
to conform with the presentation adopted in 2012.
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CONSOLIDATED FINANCIAL STATEMENTS — As at and for the Year ended December 31, 2012

TORONTO TRANSIT COMMISSION

TORONTO TORONTO TORONTO COACH SICK TOTAL CONSOLIDATED
($000s) TRANSIT TRANSIT TERMINAL INC. BENEFIT BEFORE INTERCOMPANY FINANCIAL
COMMISSION WHEEL-TRANS INFRASTRUCTURE LIMITED CONSOLIDATED ASSOCIATION INTERCOMPANY ELIMINATIONS STATEMENTS
(TTC) (WT) (TTIL) (TCTI) (SBA) ELIMINATIONS
STATEMENT OF OPERATIONS
REVENUE
Passenger services 1,017,856 5,567 - - 1,023,423 - 1,023,423
Advertising 26,097 - - - 26,097 26,097
Outside City Services 17,722 - - - 17,722 - 17,722
Property rental 19,310 - - 1,269 - 20,579 (67) 20,512
Miscellaneous 6,278 - 1 2,003 28,910 37,192 (29,434) 7,758
Total Operating Revenue 1,087,263 5,567 1 3,272 28,910 1,125,013 (29,501) 1,095,512
SUBSIDIES
Operating Subsidy 385,114 95,457 - - 480,571 - 480,571
Capital Subsidy 1,216,022 - - 1,216,022 - 1,216,022
Total Subsidy Revenue 1,601,136 95,457 - - 1,696,593 1,696,593
EXPENSES
Wages, salaries and benefits 1,102,986 53,293 2,159 28,910 1,187,348 (28,996) 1,158,352
Materials, services and supplies 167,822 10,107 - 1,029 - 178,958 (544) 178,414
Vehicle fuel 89,815 3,714 - - 93,529 - 93,529
Accident Claims 35,766 761 - - 36,527 39 36,566
Electric traction power 35,286 - - - 35,286 - 35,286
Wheel-Trans contract services - 32,728 32,728 32,728
Utilities 17,302 421 - - 17,723 17,723
Depreciation (Operating Budget) 26,623 - - 571 27,194 27,194
Depreciation subsidized assets 261,965 - - 261,965 261,965
PFS in excess of employer contributions 84,884 - - - - 84,884 - 84,884
Total Expenses 1,822,449 101,024 - 3,759 28,910 1,956,142 (29,501) 1,926,641
Surplus (deficit) for the year 865,950 - 1 (487) - 865,464 865,464
Accumulated surplus (deficit), beginning of the year 5,473,001 - 1 (3,645) 92 5,469,449 - 5,469,449
Accumulated Surplus (deficit), end of the Year 6,338,951 - 1 (4,132) 92 6,334,913 6,334,913
Not on TTC Financial Statements
Operating subsidies from the City (as above) 385,114 95,457 - - 480,571
Operating subsidy - long-term payable for accident claims 4,664 729 - - 5,393
Operating subsidy - long-term payable for employee (23,256) (1,120) - - (24,376)
City special costs 3,474 - - - - 3,474 - -
Total City Operating Subsidy - Current 369,996 95,066 - - 465,062
Statement of Financial Position
Financial Assets
Cash and cash equivalents 100,158 - 1 4,249 (137) 104,271 104,271
Subsidies Receivable 795,351 - - - 795,351 - 795,351
Accounts Receivable 83,979 5 3,275 87,259 (3,176) 84,084
Portfolio Investments 2,541 - - - - 2,541 - 2,541
Advances to and investment in subsidiary 13,055 - - - 13,055 (13,055) -
Indemnity receivable from the TTC - - - 154,746 - 154,746 (154,746) -
Total Financial Assets 995,084 - 1 159,000 3,138 1,157,223 (170,977) 986,247
Liabilities
Accounts payable and accrued liabilities 511,857 377 3,046 515,280 (3,267) 512,013
Deferred passenger revenue 77,000 - - - - 77,000 - 77,000
Future Employee Benefit Liabilities 448,066 - 448,066 - 448,066
Unsettled accident claims 169,821 154,746 - 324,567 (154,746) 169,821
Environmental Liabilities 15,275 - - - 15,275 - 15,275
Due to parent - - - 11,964 - 11,964 (11,964) -
Total Liabilities 1,222,019 - - 167,087 3,046 1,392,152 (169,977) 1,222,175
Net Debt (226,935) - 1 (8,087) 92 (234,929) (1,000) (235,928)
Non-Financial Assets
Tangible Capital Assets 6,455,262 - - 4,955 - 6,460,217 - 6,460,217
Spare parts and supplies inventory 107,803 - - - 107,803 107,803
Prepaid Expenses 2,821 - - - 2,821 2,821
Accrued Pension Benefit Asset - - - - - - - -
Total Non-Financial Assets 6,565,886 - - 4,955 6,570,841 6,570,841
Capital Stock 1,000 1,000 (1,000)
Accumulated Surplus (deficit) 6.338.951 - 1 (4.132) 92 6.334.913 - 6,334,913
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CONVENTIONAL SYSTEM — 10 YEAR NON-CONSOLIDATED FINANCIAL & OPERATING STATISTICS (UNAUDITED)

2012 2011 2010 2009 2008 2007 2006 2005 2004 2003
OPERATING STATISTICS (regular service inside the City)
Passenger Trips (Millions) 514.0 500.2 477.4 471.2 466.7 459.8 4445 431.2 418.1 405.4
Basic Adult Ticket Fare (at December 31) ($) 2.60 2.50 2.50 2.25 2.25 2.25 2.10 2.00 1.90 1.90
Average Number of Employees (including TCTI) 12,739 12,674 12,553 12,324 11,679 11,233 10,905 10,669 10,553 10,450
Average Hourly Wages & Benefits per Operator ($) 47.35 46.07" 44.74* 43.27 41.46 39.60 38.39 37.02 35.79 34.79
Kilometres Operated (Millions)
Bus 125.0 123.6 124.0 123.7 114.2 107.6 105.9 102.9 100.7 99.8
Subway Car 78.6 76.1 75.7 75.5 74.9 74.5 77.7 777 78.4 775
Streetcar 12.6 131 12.7 12.3 121 11.8 11.6 11.7 12.2 11.8
Scarborough RT 3.1 3.3 3.3 3.3 3.3 3.7 4.1 4.3 44 4.1
Total Kilometres Operated 219.3 216.1 215.7 214.8 204.5 197.6 199.3 196.6 195.7 193.2
OPERATING REVENUE STATISTICS
Operating Revenue — including property rental, etc. ($ Millions) 1,087.3 1,026.4 987.5 886.4 891.8 825.8 782.6 753.4 731.2 703.0
Operating Revenue per Passenger Trip (3$) 211 2.05 2.07 1.88 1.91 1.80 1.76 1.75 1.75 1.73
Operating Revenue per Kilometre ($) 4.96 4.75 4.58 4.13 4.36 4.18 3.93 3.83 3.74 3.64
OPERATING EXPENSE STATISTICS *
Operating Expenses ($ Millions) 1,472.4 1,460.0 1,385.9 1,328.7 1,208.7 1,1254 1,042.3 960.2 932.7 899.0
Operating Expense per Passenger Trip ($) 2.86 2.92 2.90 2.82 2.59 2.45 2.34 2.23 2.23 2.22
Operating Expense per Kilometre ($) 6.71 6.76 6.43 6.19 5.91 5.70 5.23 4.88 4.77 4.65
OPERATING SUBSIDY STATISTICS
Operating Subsidy ($ Millions) 385.1" 433.6" 398.4° 442.3° 316.9 299.6° 259.7° 206.8" 201.5° 179.22
Operating Subsidy per Passenger Trip ($) 0.75 0.87 0.83 0.94 0.68 0.65 0.58 0.48 0.48 0.44
Operating Subsidy per Kilometre ($) 1.76 2.01 1.85 2.06 1.55 1.52 1.30 1.05 1.03 0.93
OPERATING DEFICIT/(SURPLUS) STATISTICS (see Notes for details)
Operating Deficit/(Surplus) ($ Millions) - - - - - - - - - 16.8°
Operating Deficit/(Surplus) per Passenger Trip ($) - - - - - - - - - 0.04
Operating Deficit/(Surplus) per Kilometre ($) - - - - - - - - - 0.09
REVENUE/COST RATIO 73.8% 70.3% 71.3% 66.7% 73.8% 73.4% 75.1% 78.5% 78.4% 78.2%
PASSENGER VEHICLE FLEET
(Conventional & Wheel-Trans, owned or leased and in service at December 31)
Buses 1,857 1,819 1,811 1,782 1,737 1,545 1,543 1,491 1,502 1,489
Subway Cars 708 712 676 678 678 678 678 678 684 684
Streetcars 247 247 247 248 248 248 248 248 248 248
Scarborough RT Cars 28 28 28 28 28 28 28 28 28 28
Wheel-Trans Buses 246 217 227 188 147 145 144 145 145 144
Total Vehicle Fleet 3,086 3,023 2,989 2,924 2,838 2,644 2,641 2,590 2,607 2,593
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NOTES for CONVENTIONAL SYSTEM — 10 Year Non-Consolidated Financial & Operating Statistics (Unaudited)

1.

10.

11.

12.

In 2011, the Commission adopted Public Sector Accounting Standards (PSAS) for its financial reporting. Prior to the adoption of PSAS,
depreciation expense on subsidized assets was completely offset by the related capital subsidy and the accounting expense for the TTC
Pension Fund was equal to the Commission’s cash contributions. To maintain consistency with both the pre-2011 presentation in this
schedule and the Commission’s operating budget, beginning in 2011, the operating expenses exclude the depreciation on subsidized assets,
environmental and other expenses funded through capital subsidy and the TTC Pension Fund expense or income that is in excess of the
Commission’s cash contributions.

In 2003, the total subsidy paid by the City was $182.2 million, consisting of $179.2 million for the operating subsidy and $3.0 million for the
City special costs. The $16.8 million net operating deficit reduced the Commission’s accumulated equity.

In 2004, the total subsidy paid by the City was $114.2 million, consisting of $111.2 million for the operating subsidy and $3.0 million for the
City special costs. The City allocated $90.3 million of Provincial subsidy to the operating budget — amount revised in 2006. In lieu of capital
from current, $6.3 million was placed by the City in a Capital Financing Reserve Fund, to fund capital purchases in 2005.

In 2005, the total subsidy paid by the City was $137.5 million, consisting of $115.8 million for the operating subsidy, $2.0 million for the City
special costs, $1.7 million for the TTC Land Acquisition Reserve Fund and $24.4 million for the TTC Stabilization Reserve Fund, less a $6.4
million long-term payable for employee benefits. The City allocated $91.0 million of Provincial subsidy to the operating budget.

In 2006, the total subsidy paid by the City was $272.5 million, consisting of $168.1 million for the operating subsidy, $2.7 million for the City
special costs, $1.7 million for the TTC Land Acquisition Reserve Fund (reported by the Commission in 2005) and $116.6 million for the TTC
Stabilization Reserve Fund (including the $24.4 million reported by the Commission in 2005) less a $16.6 million long-term payable for
employee benefits. The City allocated $91.6 million of Provincial subsidy to the operating budget.

In 2007, the total subsidy paid by the City was $98.3 million, consisting of $208 million for the operating subsidy, $2.8 million for the City
special costs, less a $96 million draw from the TTC Stabilization Reserve Fund, and a $16.5 million long-term payable for employee benefits.
The City allocated $91.6 million of Provincial subsidy to the operating budget.

In 2008, the total subsidy paid by the City was $131.4 million, consisting of $145.1 million for the operating subsidy, $2.8 million for the City
special costs, less a $16.5 million long-term payable for employee benefits. The City allocated $171.8 million of Provincial subsidy to the
operating budget.

In 2009, the total subsidy paid by the City was $302.7 million, consisting of $350.7 million for the operating subsidy, $3.0 million for the City
special costs, less a $30.4 million long-term payable for accident claims and a $20.6 million long-term payable for employee benefits. The
City allocated $91.6 million of Provincial subsidy to the operating budget.

In 2010, the total subsidy paid by the City was $278.2 million, consisting of $306.8 million for the operating subsidy, $3.0 million for the City
special costs, less a $17.3 million long-term payable for accident claims and a $14.3 million long-term payable for employee benefits. The
City allocated $91.6 million of Provincial subsidy to the operating budget.

In 2011, the total subsidy paid by the City was $317.7 million, consisting of $342.0 million for the operating subsidy, $3.4 million for the City
special costs, less a $14.6 million long-term payable for accident claims and a $13.1 million long-term payable for employee benefits. The
City allocated $91.6 million of Provincial subsidy to the operating budget.

In 2012, the total subsidy paid by the City was $278.4 million, consisting of $293.5 million for the operating subsidy, $3.5 million for the City
special costs, less $18.6 million long-term payable (employee benefits of $23.3 million less accident claims of $4.7 million). The City allocated
$91.6 million of Provincial subsidy to the operating budget.

The 2011 and 2010 average hourly wages & benefits per operator amounts previously reported (2011 - $45.05 and 2010 - $44.50) have been
updated to reflect negotiated improvements that were applied retroactively.
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A new subway line

The TTC officially marked the completion of the first leg of tunnelling
on the Toronto-York Spadina Subway Extension on June 11. The first
tunnel boring machine (TBM), Holey, broke through its extraction shaft
near Keele Street and Finch Avenue on May 1. The second TBM, Moley,
broke through its extraction shaft on June 4. The subway line is a six-
station, 8.6-km extension of the Yonge-University-Spadina Subway
from the current Downsview Station (to be renamed Sheppard West
Station), northwest through York University, and north into York Region.
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A new streetcar

The TTC's first low-floor streetcar test vehicle arrived in
Toronto by rail from Bombardier’s Thunder Bay plant on
September 25. The TTC will receive 204 accessible, low-
floor streetcars to replace the aging fleet of CLRVs and
ALRVs, and provide for ridership growth and congestion
relief efforts. The new vehicles are 100-per-cent low-floor,
wheelchair accessible, and have many user friendly features,
including a Presto farecard system, large windows, airy
interior design, air conditioning and interior bike racks.
These streetcars are scheduled to start entering revenue
service in 2014, over a four-year period.

A new carhouse

The TTC Board unanimously approved a contract award
for the construction of the Ashbridges Maintenance and
Storage Facility (renamed in 2012 to The Leslie Barns) on
January 31. The TTC's future streetcar carhouse, being
built at Leslie Street and Lakeshore Boulevard, has been
developed with extensive input from the local community,
and is scheduled for completion by the end of 2014.
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A new CEO

Andy Byford became the new Chief Executive Officer of the TTC on
March 13. Mr. Byford, formerly Chief Operating Officer and Deputy Chief
General Manager, replaced former Chief General Manager Gary Webster
on an interim basis on Feb. 21. He came to the TTC in November 2011
from Sydney, Australia where, as COO, he ran train service for RailCorp

— a large network criss-crossing New South Wales.
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New Board Members

On October 30, Toronto City Council approved four citizen
members to serve as Board Members, increasing the TTC
Board to 11 members. On March 5, City Council dissolved
the sitting nine-member Board and created a new governing
Board comprising of seven elected Councillors and four
private citizens: Maureen Adamson, Anju Virmani, Alan
Heisey and Nick Di Donato.

New master agreements

The TTC and Metrolinx signed two master agreements on
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November 28. The first agreement enables the TTC

to operate Toronto’s four future LRT lines. The second
agreement adopts the Presto farecard system across the
transit system. On October 3, the TTC and Metrolinx had
reached an agreement that would see the TTC operate
the four new Light Rail Transit (LRT) lines being built and
financed by the Province of Ontario. The Province has
committed $8.4 billion to deliver 52 kilometres of light-
rail transit expansion in Toronto: Eglinton Crosstown LRT,
Finch West LRT, Sheppard East LRT and the conversion of
the Scarborough RT to LRT.




A new customer approach

The TTC heard from its customers contacting the Customer Centre

that they wouldn’t hear back, or they heard back too slow or too late.
Part of that was because of the hours the TTC kept —8 a.m. to 5 p.m.,
five days a week. So the hours of operation were doubled. The Customer
Service Centre is now open from 7 a.m. to 10 p.m. The Customer Centre
is also taking comments in new ways: through Twitter and online.

The TTC is committed to getting back to everybody. It’s getting back to
more than 90 per cent of people in five days or less. The TTC has also
started producing explainer videos on YouTube when there is a need

to communicate major service diversions.
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New washroom facilities

The TTC showcased its refurbished washroom facilities at
Finch Station to the delight of subway riders on March 14.
Kennedy Station washrooms re-opened in April. The TTC
completely gutted and re-modeled all of its subway
bathrooms in 2012. The Plant Maintenance Department
also introduced a more intense effort to keep the facilities
spic-and-span with a pilot clean every 90 minutes and a
power wash five times a week. At the TTC's first town hall
meeting in 2011, the public shared its concerns about the
state of the TTC’s washroom facilities. The TTC listened
and took action, which includes significant upgrades to
finishes, equipment and cleaning schedules for each of
its 10 public washrooms.

New end-of-line train cleaning

The TTC introduced end-of-line train cleaning at Kennedy

and Finch terminal stations in the off-peak hours on March 2.

End-of-line cleaning crews are deployed at one terminal
station on both the Bloor-Danforth and Yonge-University-
Spadina Subways. The teams have less than four minutes

to get through each train that comes in. The TTC also started

an in-service litter pick between College and Osgoode
Stations between the rush periods. A small crew conducts
a mid-trip clean, and will go as far as to ask customers if
they are finished with their garbage. This will guarantee

that on every trip each train gets cleared of debris.
Apart from a cleaner commute and improved customer
satisfaction, the TTC expects less trash being blown to
track level and into the tunnels where it creates a fire
hazard, and ultimately lengthy delays to subway service.




i/

TORONTO TRANSIT COMMISSION

MANAGEMENT DIRECTORY — DECEMBER 31, 2012

Senior Management

Andy Byford
Chief Executive Officer

Dave Dixon
Chief Operating Officer

Sameh Ghaly
Chief Capital Officer

John P. O’Grady
Head of Safety and Environment

Gemma Piemontese
Head of Human Resources

Vincent Rodo
Chief Financial and Administration Officer

Brad Ross
Executive Director of Corporate
Communications

Jim Teeple
Deputy Chief Operating Officer

Chris Upfold
Chief Customer Service Officer

Department Heads

Tony Baik
Chief Project Manager
Construction

Andy G. Bertolo
Chief Project Manager
Spadina Subway Extension

John Chamberlain
Head of Rail Transportation

Anthony Creazzo
Head of Operations Control

Mary Darakjian
Head of Pensions

Joanne DiBiase
Head of Training and Development

Jim Fraser
Head of Capital Programming

Domenic Garisto
Head of Property Development

Bob Hughes
Head of Farecard Team

Anthony lannucci
Head of Information Technology Services

Joseph Kennelly
Head of Audit (Acting)

Orest Z. Kobylansky
Head of Bus Transportation

Karen Kuzmowich
Head of Human Rights (Acting)

Brian M. Leck
Head of Legal and General Counsel

Jim Lee
Head of Materials and Procurement

Kevin Lee
Head of Commission Services

Roman Muetz
Head of Customer Service Centre

Anna Pace
Head of Strategic Partnerships

Michael A. Roche
Head of Finance and Treasurer

Valentina Rodriguez
Head of Rail Infrastructure

Gary A. Shortt
Head of Plant Maintenance

Alice E. Smith
Head of Customer Communications

Susan Reed Tanaka
Head of Engineering

Raffaele Trentadue
Head of Rail Cars and Shops (Acting)

Mitch Stambler
Head of Strategy and Service Planning

Subsidiary Companies

Toronto Coach Terminal Inc.
Vincent Rodo
President

Toronto Transit Infrastructure Limited
Vincent Rodo
Comptroller

TTC Insurance Company Limited
Vincent Rodo
President

For further information, please contact:
Toronto Transit Commission

1900 Yonge Street, Toronto,

Ontario, M4S 172

Telephone: (416) 393-4000

Fax: (416) 485-9394

Website: www.ttc.ca



http://www.ttc.ca
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