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Effective Date

The amended Canadian Content for Transit Vehicle Procurement Policy is effective as of
September 21, 2017.




CANADIAN CONTENT FOR TRANSIT VEHICLE PROCUREMENT
POLICY

1. DEFINITIONS

When used in this document, the words set out below that import the singular include the
plural and vice versa:

“Canadian content policy” means this Canadian Content for Transit Vehicle Procurement
Policy, as amended from time to time, issued by the Ministry of Transportation.

“‘component” means any article, subcomponent, material, or supply, whether manufactured or
unmanufactured, that is directly incorporated into the transit vehicle.

“dealer” means an agent who distributes transit vehicles on behalf of a manufacturer.
“eligible cost” means the compensation paid by a manufacturer for:

(a) labour performed in Canada that is directly related to the manufacturing process of
transit vehicles;

(b) work performed in Canada in relation to freight, manuals, special tools, test equipment,
or warranties; or

(c) components, subcomponents and raw materials produced in Canada in respect of
transit vehicles or any of the items listed in (b) above.

“‘engineering” means the application of scientific and technical knowledge to the design,
analysis, or construction of a subcomponent, component or transit vehicle.

“entity” means a person, firm, corporation, municipality, local board of a municipality, or
transit or transportation commission, or authority, acquiring transit vehicles on behalf of a
transit operator.

“freight” means the cost for transportation within Canada or paid to a Canadian carrier, or
both, for a) delivering a subcomponent or component to a manufacturer; or b) delivering a
transit vehicle to a transit operator or an entity.

“GO Transit” means a division of Metrolinx, established pursuant to the Metrolinx Act, 2006,
S.0. 2006, c.16.

“irreversible manufacturing process” means a manufacturing process which transforms
subcomponents into a component which cannot be separated back into the subcomponents
without destroying the subcomponents’ integrity.

“labour” means the compensation paid for work performed by a manufacturer, or a



manufacturer’s supplier of subcomponents or components, that is directly related to the
manufacturing process of transit vehicles, including project management and engineering,
plus any benefits paid or general administration and similar expenses recognized and allowed
by Canadian accounting rules.

‘manual” means a handbook or guidebook, specific to a transit vehicle, that a manufacturer
may provide to a transit operator, or an entity.

“manufacturer” means the manufacturer of a subcomponent, component or transit vehicle
acquired, or that may be acquired, by a transit operator or an entity and, as applicable,
includes a dealer for such manufacturer.

“manufacturing process” means the application of processes to alter the form or function of
components or subcomponents to create a component or a transit vehicle.

“Metrolinx” means the corporation continued pursuant to the Metrolinx Act, 2006, S.O. 2006,
c.16.

“Ministry” means the Ministry of Transportation.

“project management” means the application of knowledge, skills, tools, and techniques to
the manufacturing process, distribution and acquisition of transit vehicles.

“public transportation” means any service for which a fare is charged for transporting the
public by transit vehicles operated by or on behalf of a transit operator, or under an
agreement between a transit operator and an entity, and includes special transportation
facilities for the physically disabled, but does not include transportation by special purpose
facilities such as school buses or ambulance.

“special tools” means an engineered tool that a manufacturer may provide to a transit
operator or an entity to service a transit vehicle after delivery.

“subcomponent” means a part of a component which cannot be further separated into its
constituent parts without destroying its integrity.

“submission” means a response from a manufacturer to a fair, open and transparent
procurement process.

“test equipment” means the diagnostic equipment a manufacturer provides to a transit
operator or an entity.

“transit operator” means a municipality, Metrolinx or GO Transit.
“transit vehicle” refers to a street car, bus, trolley bus, subway car, light rail car, or passenger

locomotive used for public transportation, made up of subcomponents and components, and
acquired by a transit operator, or an entity under a contract with a manufacturer and for which



the Province of Ontario may provide, in whole or in part, funding.

“‘warranty” refers to the promise under a contract between a transit operator, or an entity, and
a manufacturer that the material and workmanship of the transit vehicle is defect-free and will
perform a specified level of performance over a specified period of time.

2. INTRODUCTION

On March 20, 2008, the Government of Ontario announced that all transit vehicles procured
with provincial funding must have at least 25% Canadian content. The Canadian content
policy came into effect on September 1, 2008, and is a mandatory requirement for provincial
funding of transit vehicles. The objectives of the policy are to promote job retention and
creation, foster economic development, protect skilled manufacturing jobs and continue to
promote a fair, open and transparent procurement process that ensures value for taxpayers’
dollars.

The Ministry of Transportation conducted extensive stakeholder consultations with
municipalities, transit industry manufacturers, suppliers, dealers, as well as its own transit
agencies. As a result of the stakeholder consultations, the 25% Canadian content policy
includes exemptions and waivers as laid out in this document.

As of June 15, 2017, the Canadian content policy has been amended to comply with required
government procurement commitments under the Comprehensive Economic and Trade
Agreement (CETA) between Canada and the European Union and its Member States. Under
the amended Canadian content policy, 25% is the maximum level of Canadian content that
can be required by transit operators and entities for the procurement of transit vehicles with
provincial funding. For greater clarity, the province will not be able to increase the required
level beyond 25%, nor will transit operators and entities have the discretion to require a
higher percentage of Canadian content beyond 25%.

Procurements issued publicly, on or after June 15, 2017, to solicit submissions from
manufacturers, must comply with the terms and conditions of the Canadian content policy, as
amended in June 2017. Transit vehicle procurements issued publicly, prior to June 15, 2017
are subject to the terms and conditions of the Canadian content policy, as amended in
November 2010.

As outlined above, the Ontario government is committed to a transparent, fair and open
process for transit vehicle procurement that ensures value for taxpayers’ dollars. The
Canadian content policy will apply to the procurement of transit vehicles acquired with funds
received from the Province.



3. CALCULATING CANADIAN CONTENT

Under the Canadian content policy, the overall Canadian content of a transit vehicle is
calculated as a percentage of the total final costs to the manufacturer, less any applicable
taxes.

The Ministry will only consider, as Canadian content, expenditures for eligible costs in respect
of transit vehicles for the items listed below and which are directly related to transit vehicles
manufacturing process, distribution and acquisition:

» |abour;

= subcomponents and components;

» project management;

* engineering;

* manuals;

= gspecial tools;

» test equipment;

= freight; and

= warranty.

In addition, the percentage of Canadian content for expenditures (see above list of items for
which expenditures may be considered eligible) related to transit vehicles, components or
subcomponents will be calculated as follows:

1. 100% Canadian for a component that has undergone an irreversible manufacturing
process in Canada.

2. 100% Canadian for a component that contains 60% or more Canadian content
through any combination of expenditures that may be considered eligible, as described
above, if such expenditures are made in Canada.

3. The exact Canadian percentage for a component that contains between 0% and 59%
Canadian content through any combination of expenditures that may be considered
eligible, as described above, if such expenditures are made in Canada.

4. Where a component or subcomponent is procured from a Canadian supplier, a
minimum Canadian content of 15% will be assumed, without the requirement of
certifying the percentage of Canadian content of the component or subcomponent in a
manufacturer’s declaration of compliance with the Canadian content policy. Simply
handling the component or subcomponent is not sufficient to qualify. The Canadian
supplier must provide added value through the procuring, manufacturing or-after sales
support of the component or subcomponent.

4. CANADIAN CONTENT DECLARATION & CONSENT FORM

Transit operators, and entities, must ensure that each manufacturer demonstrates how it will



comply with the Canadian content policy requirements, and obtain a written declaration from
the manufacturer:

= certifying the percentage of Canadian content of the transit vehicles described in the
manufacturer’'s submission, calculated in accordance with this policy; and

= providing the manufacturer’s consent to the disclosure, verification and audit of the
information forming the basis of the declaration, both before the contract award and,
for the successful manufacturer, during and after the term of the contract. (See Part 9
below for additional details regarding disclosure, verification and audit.)

In addition, transit operators, and entities, must ensure that manufacturers provide such
progress reports, during the term of the contract, as they or the Ministry or the Auditor
General, or any of their designates, may require, and written declarations of ongoing
compliance with the Canadian content requirement. As such, 25% is the maximum threshold
level of Canadian content that could be required for the procurement of transit vehicles with
provincial funding.

Should it appear at any time that a manufacturer might not meet the Canadian content
requirement, a transit operator or entity may require the manufacturer to submit a revised
plan indicating how it will achieve compliance.

Transit operators, and entities, must ensure that the successful manufacturer demonstrates,
upon final delivery of the transit vehicle(s), how it complied with the Canadian content policy
requirement, and obtain a written declaration from the manufacturer, certifying the
percentage of Canadian content of the transit vehicles, calculated in accordance with this

policy.

5. EXEMPTIONS

Through the consultation process, concerns were raised regarding the continued availability
of certain types of transit vehicles and the ability to procure transit vehicles in an open and
fair and fair procurement process in compliance with the 25% Canadian content requirement.

In consideration of the transit operator’s efforts to comply with the Accessibility for Ontarians
with Disabilities Act, 2005, S.0O. 2005, c. 11 and to procure specific transit vehicles to meet
their individual strategic requirements to improve transit services, the following five vehicle
types will be exempted from the 25% Canadian content requirement:

= specialized transit buses;

= conventional transit buses under 40 feet in length;
= diesel multiple units (DMUS);

= double decker buses; and

» passenger locomotives.



6. WAIVERS

In the event that no Canadian content compliant submissions are received as part of a fair,
open and transparent procurement process for non-exempted vehicles, a transit operator
may, if the Ministry agrees to appoint a fairness monitor, formally request a waiver to comply
with the Canadian content policy from the Ministry by providing:

= a letter from the Chief Administrative Officer or Chief Executive Office to the Deputy
Minister of Transportation supporting the request for a waiver;

= aresolution from the transit operator (e.g., municipal Council or Metrolinx Board
resolution) requesting a waiver; and

= a detailed report outlining the procurement process that was used.

Upon receipt of the waiver request, the Ministry will have the above-noted documents
reviewed by the Ministry-appointed fairness monitor to determine whether a fair, open and
transparent procurement process was used. If the procurement process was determined to
be fair, open and transparent, the Ministry may waive the requirement for compliance with the
Canadian content policy for that specific procurement. The Ministry intends to communicate
its decision in writing and within 20 business days upon receipt of the fairness monitor’'s
determination on whether it will provide a waiver. If the Ministry decides that the procurement
process is not fair, open and transparent, the transit operator will have to decide to either
initiate, or have the entity initiate, a new procurement process or proceed without provincial
funding.

7. PROVINCIAL ENFORCEMENT

If, in the opinion of the Ministry, a transit operator, or an entity, fails either to comply with or to
ensure manufacturers’ compliance with any of the Canadian content policy requirements, the
Ministry may avail itself of any remedies it may have under the terms of the program or
arrangement under which the transit vehicle may be funded, or any other remedies it may
have at law or in equity.

8. MUNICIPAL ENFORCEMENT

Transit operators, and entities procuring transit vehicles on their behalf, are responsible for
ensuring the manufacturers’ compliance with the Canadian content policy. As such, transit
operators and entities are expected to include, in their contract documents, provisions that
set out the manufacturers’ obligations to comply with the Canadian content policy and
remedies should a selected manufacturer default in meeting these obligations. Such
remedies may include termination for breach of such requirement. In addition, transit
operators and entities may require an indemnity from the selected manufacturer for any
liability the transit operator and/or entity might incur in the event of such breach. Transit
operators and entities should obtain independent legal advice in order to adequately address
related issues.



The Province shall not incur any liability whatsoever, expressed or implied, resulting from a
transit operator’s or entity’s implementation of this Canadian content policy.

9. DISCLOSURE, VERIFICATION AND AUDIT

Transit operators and entities are required to ensure manufacturers from whom they acquire
transit vehicles are in compliance with this Canadian content policy. Despite the above, and
unless provided otherwise under the terms of a program or arrangement under which
provincial funds are provided for a transit vehicle, the Province and/or the Auditor General, or
any of their designates, may also perform a verification or compliance audit to ensure
manufacturers from whom transit operators and entities procure transit vehicles comply with
this Canadian content policy, the costs of which the Province will assume.

10. WHERE TO REQUEST OR PROVIDE INFORMATION

Any guestions from transit operators regarding the Canadian content policy are to be directed
to the Ministry’s Transit Policy Branch at telephone (416) 585-7359.

Any questions from manufacturers regarding the Canadian content policy for a specific transit
operators’ procurement should be directed to the transit operator, or entity, responsible for
the procurement.



