Development Charges (DCs):

Introduction

CANADA Strategic Priorities and Policy Committee
December 17, 2018

Introduction

* General Information regarding DCs
* 2019 DC Study Introduction
* Report Recommendations

* Summary
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 Section 2(1): DCs to pay for increased capital costs for servicing
arising from development

* Section 5: DC Background Study Methodology (“rules”)

* Amount of DCs for particular development not necessarily related to
infrastructure costs for that particular development

* Section 9: DC By-law automatic expiration (5 years)

* Section 33: Separate DC reserve funds
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Who pays DC’s? and where does it go?

RESIDENTIAL COMMERCIAL INSTITUTIONAL INDUSTRIAL
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“DC Reserve Funds”

2019 DC Study
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Development Charges Study Process Overview Policy Decisions
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Rate = $ Projects + Growth

Development Charges Act, Section 5

+ Growth projections (demographic consultant)
+ Estimates of growth at specific locations city-wide (i.e., timing of
Growth build-out for new development areas)

Allocations

~

» Growth allocations used for population and employment of a
given area

Determination
H » Engineering consultants determine project requirements to
of PI’OjeCt Engineering service new growth areas

Costs and Modelling * Infrastructure project timing based on anticipated development )
Timing

* Generally, past experience used to ascribe costs to projects
(e.g., tenders)

» Comparison with other municipalities cost assumptions
Cost * Inclusion of contingencies for unanticipated cost escalations
Estimates (e.g., asphalt prices based on market conditions) ) %
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Rate Calculations

Deductions Impacting Rate Calculations

Gross DC Cost

Less: Federal/Provincial grants

Soft Less: Post period benefit (“future benefit”)

Services

Less: 10% Statutory deduction

 Less: Service standard limitation

Net DCs Recoverable

— Less: Previous funding from past budgets

Less: Benefit to existing development (“non-growth”) ‘
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. Number of projects
. Timing of projects
. Deductions

* Scope of DC recovery
+ Cash flow
» Paid by other sources

381

Rate Net Projects ()

Calculations = DC Rates
Growth
(Population / m?)
. Splits by type of development —) * Recovery for share of costs

. Amount of forecasted units and space mmmp +  Growth triggering projects
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The DC Study Challenge Draft 2019 DC Rates (December 17, 2018)

“ Q g o« .« . . Jan 12019 Indexed Draft 2019 DC Study
MaXImlze neW Mlnlmlze %Change

opportunities for additional costs to Hard Services $25, 724 27,72
homebu ye rs” Soft Services $3649 $5053

UWRF $2638 S0
Base Rate $32,011 $32,725 228
Water Supply S0 S6
Waste Diversion S0 $227
Operations Centres S0 $272
3.8%

“Ensure sufficient “Growth pays for Total Rate $32,011 $33,230

recovery for the growth” % %

. ” London London
capital plan
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DC Rate Comparison: Large Municipal (Single Family) DC Rate Comparison: Local Municipal (Single Family)

Large Cities Local Municipalities

MNotes:

$100,000 1) Includes upper and Iower tier OC rates

London

of up ta §1,550,319/ha
)M

J $35,000
approsimately 99,877 /ha

$BODG - of up ta $3,211/sdu £30,000 + 1
S) Windsor hos sdditionsl sreo-roted chorges U Stormwater Management
o up ta 52,106/ 5du (SWM)
sr0000 + &) Brantfard chages an sdditionnl 52,073 525000
w Major Roads
520000 +
560,000
W Stormwater Management S5m0 o Bae Development
— (5w M) Charge (No SWM or
WEase Development Charge Major Roads)
London (He 5w s10000
$40,000
DC By-law Ensciment $5.000 D€ By-law Enactment Dates:
Dates:
$30.000 Markham: 2007 Thames Centre: 2018

Mississsuga: 2014 5 sarathroy Carsded: 201%
Toronto; 018 ThamesCentre Strathroy Caradioe Muddlesex Cenfre  Woodsiodk  Mrathroy Carsduc Landon Stratford St.Thomas sarathroy Carades

Ontawa: 2014 Mz Brydges) [semmthren] (Propased ) M Brydges: 08
Waterloo: 2017 Middlesex Centre: 2015
Hamilign: 2014 Notes: Wesdstock ELEEY
Windsar: 018 (2 o Caradac (Mt Brydg a-rated Ww charges of upto $2,381/sdu Serattard 1017
Kitchener. 2014 (2} Weodstodk includes DC rates for Oxford County. 5 Thamas 2015

. ) i ; i  beantford: 2014 (3} 58 Th 3 th harge for water i

Markham  Mississaugs  Toronte  Waterkoo (Cy)  Ottaws Kchener Hamiton Windsar London (Proposed) Brantford % (8} St. Tharmas has additional area-rated charges of up to $1,804/sdu %

520,000

$10,000

"
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Non-Residential DC Rate Review Non-Residential DC Rate Review

- Rationale for Non-Residential DC Rate Review: Current Conversion Approach Proposed Conversion Approach
» Concerns regarding commercial DC rate

. . . . ial DCs: ial DCs:
- Concerns regarding non-residential conversions Commercial DCs:  $300/sqm Commercial DCs:  $300/sqm

Industrial DCs: $200/sqm Industrial DCs: $200/sgm

* Examined options:

+ Retain status quo (industrial, commercial, institutional structure and
conversions approach)

* Blended non-residential DC rate 1000 sqm
¢ Industrial and non-industrial DC rates
* Current rate structure and by-law approach

1000 sqgm

*« Recommending:
* Retain current ICI rate structure and by-law exemption for 1-to-1

space conversion (industrial buildings must be 10+ years old) % Net DCs: [(1000 x $300) — (1000 x $200)] + Net DCs: $0 + (150 x $300) %

* No recommendation re: commercial DC rate 5 (150 x $300) = $45,000 o
ondon ondon
CANADA 4 $145’000 TANADA

Timetable Summary

° DCs pay for growth infrastructure projects and past investments in growth.

0 FEBRUARY MARCH MAY May DCs only pay for the initial capital cost of major growth-related services
E identified in the DC Background Study — not local services, ongoing
operating costs, or lifecycle renewal costs.
9 Development Public Participation Review & Council DCs are determined by an established legislated process that identifies
Charges Meeting at Deliberations of Approval i
o Background Siegk Pricritles the Background the servicing needs and costs for future development.
N Study & By-law & Policy Committee Study & By-law
Available (SPPC) at SPPC o i .
G Multiple internal and external stakeholders are involved in the DC rate
setting process. Each has unique perspectives and goals regarding
DCs.
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Why Have Development Charges Changed
RESERVE

2014 DC vs 2019 DC

RESERVE « There are a number factors that have resulted in changes from the

2014 DC to the 2019 DC. Key factors include:
oUpdated growth projections across the City for the next 20 years

oAdjustments to infrastructure servicing requirements to support
growth demands

oUpdated capital project costing
= Inflationary pressures
= Experience from recently tendered projects
oAddition of new programs in order to facilitate a growing City
= Low Impact Development
= Transportation Intelligent Mobility Management System
o0 UWREF retirement
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Average rate approach vs Area rate approach Our Growing City

City of London

Population Growth Projection Scenarios, 2016 to 2044
Average Rate Approach Area Rate Approach ’
Savg /unit 600,000 -
535,200 554,000
. 550,000 A 510,600
S x /unit 900 J95.200 504,000
£ 500,000 454,900
= 423,800
. S 450,000 4 =
Sy /unit 2 245000 450,600 455200 459.000
o
400.000 413,800
350,000 A
y 300,000 A . . . ; . . . ; ; . .
L 1996 2001 2006 2011 2016 2021 2026 2031 2036 2041 2044
Year
=B-Low Population Growth Scenaric  -B-High Population Growth Scenano -B-Reference Population Growth Scenario
Source: Watson & Associates Economists Lid.
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Our Growing City Our Growing City

City of London
Forecast Households by Structure Type

Reference Employmént Growth Scenario Forecast
Employment Growth by Major Sector, 2001 to 2044

100% = 300,000 100%

90% 256,800 0%

251,400

250,000 241,800 .
80% A 230,400 0% 3
219,700 =
70% 1 )= 193500 195900 197,300  ZLSL0 o £
» 200,000 A i
= 60% A [ 179,300 z
E 60% =
g‘ 50% 4 3 £
E L 150,000 % 8
3 40% A o <
* uEJ ws 5
30% A < 100,000 &
20% k] e
- ] .

10% A 50,000

10%
0% 4
N M o " & LN M 0 0%
,"@' ¢(§§: 'LQ’\ 'LQ\ qpq’ ,155-" ,1555 ,‘ES? ,LQ? ;ﬁ?‘h Mid 2001 Mid 2006 Mid 2011 Mid 2018 Mid 2021 Mid 2026 Mid 2031 Mid 2038 Mid 2041 Mid 2044
& ¥ & 2 N o il ol & Lol Period
A R A R S -
. " —Work at Home = Industrial == Ice o Retail . | nstitutional N EE OV =B=Employment Activity Rate
Historical Forecast Woark at H Industrial offi Retail Institutional N.F.P.O.W Emplay Activity
BLow Density ®Medium Density @High Density Mote: Reference Employment Grouth Scenario.

Source: Statisfics Canada, 2001, 2008, 2011 and 2018 Census. 2021 to 2044 is a forecast by Watson & Associates Economists Lid.
Source: Watson & Associates Economists Ltd.
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Our Growing City

Key Messages Cont’d

e DCs are paid by individuals constructing buildings. Certain
forms/areas of development are exempted (DC paid by taxpayers).
DC rates are charged uniformly throughout the City.

e DC rate setting involves consideration of “affordability” and
“flexibility.” Affordability is about keeping the cost of growth down by
minimizing DC rates. Flexibility is about maximizing development
opportunities by extending municipal services in numerous locations.
The two ideals often conflict.

a Council is ultimately tasked with balancing the desire for development
with the increased investment required to facilitate growth.
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THE CITY OF
OPPORTUNITY

Housing Affordability

City of London is mindful of the
issue associated with housing
affordability and works hard to
ensure that growth costs are
compiled accurately and allocated
equitably

* Reductions to DC rates to aid in the affordability
of new homes do not eliminate growth
costs...but means that costs must be paid for
by someone else

» New homeowners get to choose whether to pay
for growth costs; existing taxpayers do not
Important to be mindful of burden that affordability

would place on the City’s tax base as a whole
29

TOGETHER WE ARE MAKING A DIFFERENCE  wondor




