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Report: COR-FSD-15-07

Region of Waterloo
Corporate Services
Financial Services & Development Financing
To: Chair Sean Strickland and Members of the Administration and Finance Committee
Date:

March 24, 2015

File Code: F27-50

Subject: Proposed Amendments to the Development Charges Act, 1997 by Bill 73
– Smart Growth for Our Communities Act, 2015
Recommendation:
That the Regional Municipality of Waterloo request the Province of Ontario to amend Bill
73 – Smart Growth for Our Communities Act, 2015 to allow for the immediate use of a
forward looking service level standard for Rapid Transit projects and to pass the
amended Bill at the earliest possible opportunity.
Summary:
The imposition, collection and administration of development charges (DC) in Ontario
are governed by the “Development Charges Act” (DCA) and associated regulations.
Through Bill 73, the Province has introduced proposed amendments to the DCA which
could have the effect of allowing a greater amount of DC’s to be collected to offset the
cost of growth related capital works. The Region, together with the City of Ottawa, has
been advocating for changes to the DCA since 2010 to allow for the imposition and
collection of DC’s for Rapid Transit projects. While the proposed legislative
amendments are a good step forward, many issues will be addressed in the regulations.
One of the most important is the use of a forward looking service level for Transit
Services. Under the process envisioned by the Province, which includes the creation of
a Working Group, it is likely that the Region would not be able to proceed with a
background study and consideration of a new bylaw to collect Rapid Transit DC’s for
another year or more.
Report:
On March 5, 2015, the Minister of Municipal Affairs and Housing introduced Bill 73 –
1822627

Page 1 of 23

20

March 24, 2015

Report: COR-FSD-15-07

Smart Growth for Our Communities Act, 2015. The bill has received first reading and
would amend the “Development Charges Act” and the “Planning Act”. The Province
indicates that the bill, if passed, will “help municipalities recover more costs, enhance
transparency and accountability, and support higher density development.” This report
provides information on the proposed changes to the DCA.
Staff previously reported on the Ministry of Municipal Affairs and Housing’s consultation
on the Development Charges System in Ontario in Report F-14-004 dated January 7,
2014 (attached as Appendix A to this report.) At that time, Regional Council
recommended that the Province make changes to the DCA to support the Region’s
transition to a higher order light rail transit system, specifically by:



Allowing the use of a 10-year forward looking level of service as the baseline for
calculating development charges for transit; and
Eliminating the 10% mandatory discount on development charges to pay for
transit infrastructure.

Council passed additional recommendations regarding changes to the DCA, consistent
with the principle that “growth pays for growth,” specifically to:




Include all services funded by a municipality;
Remove the 10% discount for all services; and
Replace the 10 year average historic service level limits with a service level that
is forward looking.

Many other municipalities, including the City of Ottawa, made similar recommendations
to the Province. The development community also provided feedback to the Province
through the previous consultation process.
Proposed DCA Amendments
Through Bill 73, the Province has proposed the following changes to the DCA:
1. Ineligible Services:
 Move the definition of Ineligible Services from the Act to the Regulations
 This allows for easier adjustments to add or reduce ineligible services
 The Province has indicated its intent to remove waste diversion from the list
of ineligible services
2. Area Specific Charges:
 New requirements which will prescribe areas and services which must be
undertaken on an area-specific basis
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New powers to allow the Province to prescribe municipalities, services and
criteria so that the prescribed municipality must pass more than one by-law
for prescribed services and criteria
Provisions for area-specific charges are to be set out in regulations

3. Transit Service:
 The 10% mandatory deduction of growth-related costs will be removed
 Transit services would therefore be treated in the same manner as water,
wastewater, storm water, police, fire, and other “hard” services.
 A definition of “transit services” is not included in the Bill
4. Service Standard Calculations:
 The Minister may prescribe services which will not be subject to the 10-year
historic average service restriction
 Restrictions so that a planned 10-year level of service to be achieved over the
10-year forecast is not exceeded
 Methodology for determining the planned level of service will be set out in the
regulations
5. New Development Charge Background Study requirements:
 An examination of the use of area-rating
 Inclusion of an asset management plan related to new infrastructure – the
requirements of the asset management plan, the information to be provided
and the manner in which it is prepared will be prescribed by regulation
 Requirement to demonstrate that all of the new infrastructure in the asset
management plan is financially sustainable over their full life cycle (financially
sustainable is not defined)
6. Payment Timing for Multiple Building Permits:
 when multiple building permits are issued in respect of a single building, the
DC is payable when the first building permit is issued
7. Annual Report of the Treasurer: existing reporting requirements will be
continued and new requirements added to:
 Identify all assets whose capital costs were funded by DCs and, for each
asset, identify costs which were funded by other sources
 Include a statement as to the municipality’s compliance in not imposing,
directly or indirectly, a charge related to a development or a requirement to
construct a service related to development, except as permitted by this Act or
another Act
 Require that the report be made available to the public
1822627
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Submit the report to the Ministry of Municipal Affairs and Housing if requested
by the Minister

8. Voluntary Payments:
 New provisions to prohibit municipalities from imposing voluntary payments or
requiring construction of a service not authorized under the DCA (note that
exceptions may be made for a prescribed class of development, a prescribed
class of services related to development or a prescribed Act or a prescribed
provision of an act)
 Transitional provisions will make exceptions for existing voluntary payment
agreements
 This addresses the Province’s goal to curb municipal charges on new
developments that fall outside what is allowed in current legislation
 Ministry of Municipal Affairs and Housing may investigate a municipality for
compliance, and the cost of all or a portion of the investigation may be
imposed on the municipality
As indicated above, Bill 73 proposes that various provisions be implemented through
regulation. The Ministry has proposed to establish a Development Charges Working
Group to provide additional advice on the following issues:





the use of a planned or forward looking service average for transit and
potentially other services;
potential removal of the 10% discount for services beyond transit;
whether currently ineligible services (in addition to waste diversion) should be
eligible for the collection of development charges;
potential provincial actions to require area rating of development charges to
promote intensification.

The Working Group’s output would be used to inform the regulations to be considered
by the Minister.
Staff Recommendation
Staff has reviewed Bill 73 and the background information and conclude that the
proposed changes are generally favourable to municipalities and meet some of the
recommendations proposed by the Region. That being said, many issues will be
prescribed through regulation and staff are concerned about the amount of time needed
to pass such a regulation.
Since 2010, the Region of Waterloo has been asking the Province to amend the DCA to
allow for its Rapid Transit project to be eligible for DC funding. The Province amended
the DCA in 2006 for the extension of the Spadina subway into York Region. The
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amendment has allowed the City of Toronto and York Region to recover development
charges for the growth related portions of the capital costs of the extension based on
the future service level rather than the historic service level. Waterloo Region requested
similar treatment for the ION project. The City of Ottawa has made similar requests
relating to its Rapid Transit project. Through Bill 73 the Province has indicated its
willingness to meet such requests.
However, the number of issues to be prescribed by regulation means that the Region is
likely at least 18 months away from being in a position to collect such DC’s. Assuming
the Working Group is able to complete its work by the end of 2015, the necessary
regulations may not be in place until the early part of 2016. Consequently, Council
would not be in a position to consider the passing of a by-law to impose development
charges for the Rapid Transit project until mid-2016 at the earliest. Staff recommends
that Regional Council request the Province to amend Bill 73 to allow for the immediate
use of a forward looking service level standard for Rapid Transit projects and to pass
the amended Bill at the earliest possible opportunity.
Corporate Strategic Plan:
This report supports strategic objectives found in the Corporate Strategic Plan, and
particularly Focus Area 2: Growth Management and Prosperity.
Financial Implications:
Potential implications for the Region include the following:
1. Increased development charge funding for Grand River Transit fleet and facility
expansion. The DC Background Study prepared last year sets out $118 million
in development related capital costs, with only $24 million or 20% eligible to be
funded by DCs. The elimination of the 10% deduction and the application of a
forward looking service level could potentially result in $94 million in additional
DC eligible costs.
2. Under the current DCA, the Region’s Rapid Transit project is ineligible for DCs.
Staff completed a DC Background Study for the Rapid Transit project in 2011
and determined that approximately $70 million of the $818 million in capital costs
would be DC eligible through the elimination of the 10% deduction and the
application of a forward looking service level standard. Staff will be updating this
analysis to reflect updated project costs and the growth projections used in the
2014 Background Study. Additional analysis would then be required in order to
determine the potential impact on the balance of the Regional Transportation
Master Plan funding strategy.
3. The Region’s recently approved 10 year Waste Management capital program
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includes $10.2 million in waste diversion related capital costs, some or all of
which may become eligible for DC funding.
4. Depending on the provisions of the regulation(s), additional RDC funding may be
available through currently ineligible services becoming eligible, the elimination of
the mandatory 10% discount for additional services and/or the use of a forward
looking service level for additional services.
5. The requirement for certain services to be area-rated may impact the level of
funding required for non-legislated exemptions, such as the downtown core
exemption.
Other Department Consultations/Concurrence:
Input was provided by Legal Services staff.
Attachments:
Appendix A - Report F-14-004 dated January 7, 2014
Appendix B – Hemson Consulting Ltd. Letter dated March 6, 2015

Prepared By: Calvin Barrett, Director, Financial Services & Development Financing
Approved By: Craig Dyer, Commissioner, Corporate Services/Chief Financial Officer
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