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1.  INTRODUCTION 
  
1.1  Background 
 
The City of London presently imposes charges against residential and non-residential (not 
including industrial) development within the City.  These charges are named the Urban Works 
Reserve Fund (UWRF) and the City Services Reserve Fund (CSRF).  Both are deemed 
development charges as per the Development Charge Act; however, their purpose and use are 
somewhat different. 
 
The City Services Reserve Fund (CSRF) was established to recover growth capital costs 
related to eligible City services.  The type of capital works which are provided for generally are 
of a broader city-wide benefit and would include services such as Transportation, Sanitary, 
Storm Drainage, Water, Fire, Police, Library, Transit and Growth Studies.  
  
In regard to the Urban Works Reserve Fund (UWRF), the City of London has historically used a 
unique approach to compensating developing landowners for the cost of oversizing road, 
sanitary and storm water infrastructure to provide service capacity beyond their own 
development requirements.  The Urban Works Reserve Fund (UWRF) was established in 1973 
by by-law under special legislation granted by the City of London Act.  The UWRF provided 
funding for works paid for by a developer related to a specific subdivision or a site development 
where those works are identified as serving a broader but still localized growth area. 
 
The process involved with the UWRF was generally as follows: 
 

• On varying types of development applications, the City would grant planning approvals 
(subject to certain conditions); 

• Financial impact of the development, both in terms of the UWRF and the CSRF (City 
Services Reserve Fund) would be determined by staff and included in information 
provided to Council; 

• Subsequent to the development approvals, the developer would “front-end” construction 
of the works and, through its engineers, submit a claim to the City; 

• City Staff would determine eligibility and approve claim for payment; 
• Payments were on a sequential basis whereby an approved claim would be put into 

sequence for payment.  In order, as funds came available, the claims would be paid out 
up to a maximum of $1 million ($250,000 for storm water management works.).  For 
claim amounts in excess of this, the $1 million (or $250,000) would be paid and the 
landowner would be put back on the list in sequence for further payment; 

• Payments are made only as funds are available in the reserve. 
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The basis for funding the reserve was to have UWRF contributions made at the time of the 
building permit being issued.  In general, as the claims are made in advance of the building 
permits being issued, the fund has experienced significant deficits on several occasions. No 
loans or debt were issued by the City to address the shortfall; the result was that developing 
landowners would need to wait for future UWRF contributions to the reserve before receiving 
payment for their claims. 
 
In the spring of 2006, City Council and the London Development Institute came to an agreement 
that a review of the Urban Works Reserve Fund was necessary given the emergence of a 
number of issues (including a UWRF deficit of $12.6 million which was predicted to increase up 
to $50 million).  Both parties agreed that a “Blue Ribbon Panel” of independent experts should 
conduct this review.    The mandate of the Panel was to consider: 
 

• Liability to the City regarding potential cash flow problems with the fund; 
• Consider the payback projections;  
• Review Development Approvals and determine whether any further guidelines were 

required; 
• Financial Viability of the UWRF and advise whether any change to processes may 

improve the cash balance to the fund; 
• Review Oversight and Administration of the Fund; 
• Review the appropriateness of the rates; 
• Review rules and guidelines related to project eligibility and payments; 
• Review of past claims; 
• Consider other options for practices used by other municipalities for funding localized 

works. 
 
The Blue Ribbon Panel provided its recommendations in October, 2006. Generally, in regard to 
the UWRF, they recommended that it be reduced in scope and that many of the projects 
formerly included in the UWRF be shifted into the CSRF.  This change had an immediate impact 
of reducing the charge for the UWRF and increasing the CSRF.  However, as a result of an 
OMB appeal, the City agreed to maintain the UWRF charge at present levels for four years and 
then to reduce the charge subsequently to a revised calculated rate. 
 
The Panel also observed that “the tool of front-ending agreements for CSRF capital works has 
been underutilized and should be considered as a mechanism under the CSRF for the early 
emplacement of infrastructure”. 
 
Subsequently, in conjunction with the passing of the DC by-law in the latter part of June, 2009, 
Council directed staff as follows: 
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“Civic Administration BE DIRECTED to undertake the following in the months to 
come: 
……… 

c. with respect to development interests who wish to accelerate 
financing of growth projects as contained in the City’s capital budget, that 
Administration be directed TO UNDERTAKE a process to develop an 
appropriate policy and consult with stakeholders, and report to Council 
the results of that process in the coming year”.   

 
Watson & Associates Economists Ltd. has been retained by the City to assist in examining the 
topic of accelerating CSRF (only) related works in the City’s capital plan that serve growth.  
Consideration is also to be given to:  
 

• the circumstances where the timing of works funded from the City Services Reserve 
Fund (CSRF) could be moved forward by the land developer upon entering into a 
municipal services agreement with the City; 

• identify the most appropriate form of municipal services agreement for the City to use; 
• identify policy matters which should be considered in determining their use;  
• identify potential issues to be addressed resulting from the above; and 
• matters related to the UWRF are not to be considered as part of this report.   
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2.  DEVELOPMENT CHARGES 
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2.  DEVELOPMENT CHARGES 
 
2.1  Overview of Development Charges  
 
Development-related charges have been used in Ontario since the 1950’s.  Prior to 1989, these 
charges were referred to as “Lot Levies” as they were imposed under the Planning Act at the 
time a new lot was created (either by severance or subdivision).  Subsequently in 1989, the 
Province of Ontario introduced the Development Charges Act, 1989 which standardized the 
basis on which these charges were calculated and imposed on development.  In 1997 the Act 
was amended to refine the basis for the calculation and introduced a number of deductions, 
reductions, limitations and exemptions. 
 
 Generally, the development charge: 
 

• Provides an ability for a municipality to recover the capital costs associated with 
residential and non-residential growth within the municipality; 

• May not include certain services (Parkland acquisition, City Halls, Tourism/Arts/Culture 
Facilities, Solid Waste Service, Hospitals) and certain capital items (Vehicle & 
Equipment with avg. life of less than 7 yrs., Computer Equipment); 

• Provides a number of exemptions, reductions, deductions and limitations which reduce 
the recoverable portion of eligible costs.  Hence, most often, there is a non-growth 
component to many projects which require the municipality to finance a portion of the 
project at the same time the growth component is funded. 

 
In its simplest form, the DC is equal to all eligible growth costs during the period divided by all 
growth during the period, as follows: 
 

 
As provided above, the calculation of the charge provides that the full cost recovery of the 
eligible growth-related cost would be spread over the growth for the period.  For “hard” services, 
such as roads, water, wastewater, storm water, police and fire, the planning period is most often 
20 years or more. For all other municipal services, the planning period is 10 years. Given that 
the timing for full collection is collectively at the end of the planning period, municipalities often 
experience a cash flow issue.  This necessitates the need to seek a form of bridge funding (i.e. 
debentures, developer agreements, etc.). 
 

Eligible Costs for Period = DC
Total Growth for Period 
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Cash flow issues are also further experienced based on the need to build the infrastructure in 
advance of growth.  Figure 2-1 depicts graphically, the general timing of need for a municipal 
service relative to the timing of the development.  For example: 

 
• Water and sewage treatment capacity needs to be in place prior to a subdivision 

agreement being granted full approval; 
• Prior to the issuance of building permits, storm water management facilities and the 

broader water distribution and waste collections systems need to be constructed and 
accessible to the developing lands; 

• Roads need may occur at various time in the development process based on volume 
capacity needs (i.e. an initial road may be constructed and then expanded as 
development in the area proceeds);  

• Generally the “soft” services tend to follow population (i.e. post occupancy). 
 

As payment of DCs normally occurs at the time of building permit issuance, greater cash flow 
problems can be experienced by the municipality, once again, requiring forms of bridge funding 
(i.e. debentures, developer agreements, etc.) to assist in paying for these works.  
 
It is noted that municipalities need to establish a policy of what forms of works are considered a 
local service and what works would be included as part of the DC.  This has the affect of 
including very localized works within individual subdivision agreements.  In regard to storm 
water management, over 90% of Ontario municipalities do not include this service in the DC 
charge and require the storm water to be addressed in the development agreement.  
 

2.2 Forecast of Growth Expenditure and Revenues  
 
The Growth Management Implementation Strategy (GMIS) process was introduced by the City 
in 2009 in conjunction with the 2009 DC Background study to help align identified growth 
infrastructure with the City’s Growth Management policies.  The GMIS was created to guide 
London’s growth in an orderly manner by balancing the needs of growth with the costs of 
extending major new servicing.  This process allows for an increased level of financial 
management of liabilities related to development.   
 
The GMIS is to be reviewed annually and would generally entail: 
 

• review of projected growth forecasts (demand by unit type);  
• review of existing applications in the development approval process and market supply 

of lots in registered subdivisions;  
• orderly progression of development to contiguous areas of the City; 
• availability of existing municipal servicing;  
• ability of the City to offer cost effective servicing; and 
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• timely extension of new servicing necessary to support progression of development. 
 
To the extent possible, the scheduled works are distributed over several growth areas to also 
provide for a variety in locations to meet the preferences of home buyers and builders. 
 
As part of the GMIS annual review, consultation is undertaken with the development community.  
Through this process, capital budgets may be adjusted where it is financially feasible to do so, 
to ensure adequate provision for areas of growth.  Substantial changes to the capital plan (in 
terms of timing or cost estimates) may have implications on the DC cash flow and possibly the 
DC rate, so this is carefully monitored. 
 
The most available GMIS is the June 14, 2010 document which provides for the 2011-2028 
planning period (note that the next document is expected in the near future).  The 10 year 
forecast of expenditures provided therein for Roads, Sanitary Sewers, Water and Major Storm 
Water Management totalled $689 million in total capital works.  However, this forecast has been 
revised downward in the interim to $478 million (due in part to Roads expenditures which were 
delayed to provide for the UWRF charge transitional phase-in).   
 
Table 2-1 provides for the revised updated cash flow providing for anticipated CSRF DC 
revenues and expenditures for the noted services over the period (note that this table provides 
only for CSRF projects and does not include UWRF projects).  Based on this table, the following 
observations are provided: 
    

• Section A) provides for the consolidated total revenues and spending for the Roads, 
Sanitary Sewers, Water and Major Storm Water Management services. Total spending 
for the 10 years, including current work in progress and unfunded debt, is $556.3 million.  
Of this $143.8 million is non-DC/non-growth funded and must be funded by property 
taxes and rates.  The residual $412.4 million is growth-related expenditures.  During the 
period, $275.6 million in DC revenue is expected to be collected.  With an opening DC 
Reserve fund deficit of $16.8 million and interest revenue of $2.1 million, the total 
program provides for a $66 million shortfall in funding the DC funded expenditures.  
During the entire forecast period the reserve fund is in a deficit balance with $80 million 
being the highest deficit achieved (in 2017). 

• Section B) provides for the overall Roads cash flow.  The DC funded expenditures 
exceed the DC revenues plus opening balance for the period producing deficits of up to 
$13.9 million during the last half of the forecast period.  

• Section C) provides for the overall Sanitary Sewers cash flow.  The DC revenues plus 
opening balance for the period provide a deficit balance for this service over the entire 
forecast period, peaking at a deficit of $27.4 million in 2013. 

• Section D) provides for the overall Water cash flow.  The DC funded expenditures 
exceed the DC revenues plus opening balance for the period producing deficits of up to 
$7.7 million during the last half of the forecast period.  
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A) Total Roads, Sanitary Sewers, Water and Major SWM Program

Prior Yrs 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 Total
DC Reserve Opening Balance 68,722 (16,846) (37,255) (31,815) (49,937) (53,082) (61,179) (76,313) (80,522) (73,605) (62,330)

DC Collections 19,284 20,914 23,379 29,540 30,417 30,417 30,417 30,417 30,417 30,417 275,619
Interest 946 511 410 230 95 (41) (78) (30) 29 (6) 2,066

DC Revenue Available 68,722 3,384 (15,830) (8,026) (20,167) (22,570) (30,803) (45,974) (50,135) (43,159) (31,919)
DC Funded Expenditures 85,568 40,639 15,984 41,911 32,916 38,609 45,510 34,547 23,470 19,171 34,089 412,415
DC Shortfall (16,846) (37,255) (31,815) (49,937) (53,082) (61,179) (76,313) (80,522) (73,605) (62,330) (66,008)

Growth Related Expenditures
DC Funded 85,568 40,639 15,984 41,911 32,916 38,609 45,510 34,547 23,470 19,171 34,089 412,415
Non-DC Funded (exemptions) 13,616 3,358 1,682 5,572 6,289 6,634 5,888 3,745 3,486 5,298 10,055 65,623
Non-Growth Funded 16,229 9,071 5,056 5,666 6,292 4,187 6,921 5,883 14,816 1,798 2,298 78,217
Total Annual Expenditures 115,412 53,069 22,723 53,149 45,497 49,430 58,320 44,175 41,772 26,267 46,442 556,255

B) Roads
Prior Yrs 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 Total

DC Reserve Opening Balance 40,951 22,427 14,495 18,721 7,940 9,551 280 (10,066) (13,931) (8,851) (9,067)
DC Collections 8,393 9,091 10,309 16,063 16,532 16,532 16,532 16,532 16,532 16,532 143,048

Interest 581 324 253 144 51 (46) (50) 1 38 2 1,298
DC Revenue Available 40,951 31,401 23,910 29,283 24,147 26,134 16,766 6,416 2,602 7,719 7,467
DC Funded Expenditures 18,524 16,906 5,189 21,342 14,596 25,854 26,831 20,347 11,453 16,786 20,668 198,498
DC Shortfall 22,427 14,495 18,721 7,940 9,551 280 (10,066) (13,931) (8,851) (9,067) (13,201)

Growth Related Expenditures
DC Funded 18,524 16,906 5,189 21,342 14,596 25,854 26,831 20,347 11,453 16,786 20,668 198,498
Non-DC Funded (exemptions) 2,872 2,622 805 3,310 2,263 4,009 4,161 3,155 1,776 2,603 3,205 30,781
Non-Growth Funded 1,702 2,764 355 1,254 1,568 3,617 2,039 1,564 1,273 1,115 985 18,235
Total Annual Expenditures 23,098 22,292 6,349 25,906 18,427 33,481 33,031 25,066 14,502 20,504 24,858 247,514

C) Sanitary Sewers (incl PCP)
Prior Yrs 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 Total

DC Reserve Opening Balance 13,104 (19,516) (23,202) (18,846) (27,367) (24,576) (19,107) (20,059) (18,527) (18,943) (14,295)
DC Collections 4,751 5,181 5,748 5,936 6,124 6,124 6,124 6,124 6,124 6,124 58,360

Interest 149 61 44 7 22 18 (13) (29) (10) (8) 241
DC Revenue Available 13,104 (14,616) (17,960) (13,054) (21,424) (18,430) (12,965) (13,948) (12,432) (12,829) (8,179)
DC Funded Expenditures 32,620 8,586 886 14,313 3,152 677 7,093 4,579 6,511 1,467 7,192 87,076
DC Shortfall (19,516) (23,202) (18,846) (27,367) (24,576) (19,107) (20,059) (18,527) (18,943) (14,295) (15,371)

Growth Related Expenditures
DC Funded 32,620 8,586 886 14,313 3,152 677 7,093 4,579 6,511 1,467 7,192 87,076
Non-DC Funded (exemptions) 7,424 38 208 1,667 101 3 1,236 0 943 1,633 6,563 19,817
Non-Growth Funded 8,488 1,870 145 2,226 2,947 570 1,341 331 4,740 0 0 22,657
Total Annual Expenditures 48,531 10,495 1,239 18,206 6,200 1,250 9,671 4,910 12,194 3,100 13,755 129,550

D) Water
Prior Yrs 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 Total

DC Reserve Opening Balance 10,318 7,370 5,357 6,015 3,619 (3,569) (7,713) (6,281) (5,839) (4,486) (3,826)
DC Collections 1,197 1,305 1,448 1,495 1,543 1,543 1,543 1,543 1,543 1,543 14,703

Interest 155 111 94 50 10 6 25 33 35 26 545
DC Revenue Available 10,318 8,722 6,773 7,557 5,164 (2,016) (6,164) (4,713) (4,263) (2,908) (2,257)
DC Funded Expenditures 2,948 3,365 757 3,938 8,733 5,697 117 1,127 223 918 1,216 29,039
DC Shortfall 7,370 5,357 6,015 3,619 (3,569) (7,713) (6,281) (5,839) (4,486) (3,826) (3,473)

Growth Related Expenditures
DC Funded 2,948 3,365 757 3,938 8,733 5,697 117 1,127 223 918 1,216 29,039
Non-DC Funded (exemptions) 1,001 193 277 496 3,649 2,348 0 226 540 1,062 71 9,865
Non-Growth Funded 1,024 593 1,306 2,186 1,329 0 0 553 1,097 683 1,314 10,083
Total Annual Expenditures 4,973 4,151 2,340 6,620 13,712 8,045 117 1,905 1,860 2,663 2,601 48,987

E) Major Storm Water Mgmt
Prior Yrs 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 Total

DC Reserve Opening Balance 4,349 (27,127) (33,905) (37,705) (34,129) (34,488) (34,639) (39,909) (42,225) (41,325) (35,141)
DC Collections 4,943 5,337 5,874 6,046 6,218 6,218 6,218 6,218 6,218 6,218 59,508

Interest 61 15 19 29 12 (19) (40) (35) (34) (26) (18)
DC Revenue Available 4,349 (22,123) (28,553) (31,812) (28,054) (28,258) (28,440) (33,731) (36,042) (35,141) (28,949)
DC Funded Expenditures 31,476 11,782 9,152 2,317 6,434 6,381 11,469 8,494 5,283 0 5,013 97,801
DC Shortfall (27,127) (33,905) (37,705) (34,129) (34,488) (34,639) (39,909) (42,225) (41,325) (35,141) (33,962)

Growth Related Expenditures
DC Funded 31,476 11,782 9,152 2,317 6,434 6,381 11,469 8,494 5,283 0 5,013 97,801
Non-DC Funded (exemptions) 1,349 505 392 99 276 273 492 364 226 0 215 4,192
Non-Growth Funded 10,548 3,844 3,250 0 448 0 3,541 3,436 7,707 0 0 32,774
Total Annual Expenditures 43,373 16,131 12,795 2,417 7,158 6,654 15,501 12,294 13,217 0 5,228 134,768

Forecast of Expenditures and DC Revenue
Table 2-1
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• Section E) provides for the overall Major Storm Water Management cash flow.  The DC 
funded expenditures exceed the DC revenues plus opening balance for the total forecast 
period producing deficits of up to $42.2 million.  

 
Based on the foregoing, it is anticipated that the DC funded expenditures will experience 
financing shortfalls over the forecast period.  In these instances, either the capital program 
needs to be refined to keep DC funded spending within the DC revenue available range 
otherwise debt financing or some form of municipal service financing agreement would need to 
be entered into. 
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3.  DEVELOPMENT CHARGE AGREEMENTS 
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3.  DEVELOPMENT CHARGE AGREEMENTS 
 
3.1  DC Collection Timing 
 
The Development Charges Act (DCA) provides for two points in time where a municipality can, 
by by-law, mandate the collection of the development charge: 
 

• Section 26(1) provides the charge shall be payable at the time the building permit is 
issued 

• Section 26(2) provides that for Water, Wastewater, Storm Water and Roads services, a 
municipality may provide that the development charge be payable immediately upon the 
parties entering into a subdivision agreement or consent agreement  

 
The Act also provides that the municipality may enter into different forms of municipal servicing 
agreements; however, these agreements are ad hoc and are based on negotiated terms.  The 
Act provides for three types of agreements, as provided below.  Appendices E, F and G to this 
report provide examples for each type of agreement.  Appendix D provides further insight into 
the mechanics of these agreements.  
 
3.1.1 Front-Ending Agreements (s. 44 and 45) 
 
Section 44 and 45 of the DCA provides a municipality with the ability to enter into an agreement 
with parties to upfront the costs of a project which will benefit an area in the municipality to 
which the DC By-law applies.  Such an agreement can provide for the upfront costs to be borne 
by one or more parties to the agreement who are, in turn, reimbursed in future, by persons who 
develop land within an area defined in the agreement.  The services for which an agreement 
may be entered into are limited to Water, Wastewater, Storm Water and Roads services.  The 
agreement may allow for “tiering” which provides for sharing the burden of the upfront costs by 
prorating the upfront costs (which is initially paid by one or more landowners) and then 
recovering these costs on a prorated sharing basis (i.e. as more landowners within the defined 
benefiting area come on-stream they shoulder a portion of the upfront costs).  A front-ending 
agreement must be advertised and an opportunity is provided for a land owner within the 
defined benefiting area to object to the agreement.  A front-ending agreement may provide for 
the following costs to be included in the cost of the work: 
 
1. The reasonable costs of administering the agreement. 
2. The reasonable costs of consultants and studies required to prepare the agreement 
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3.1.2 Accelerated Payment Agreements (s. 27(1)) 
 
Section 27(1) of the DCA provides that a municipality may enter into an agreement with a 
person who is required to pay a development charge providing for all or any part of a 
development charge to be paid before or after it would otherwise be payable.  The total amount 
of a development charge payable through an agreement under this section is the amount of the 
development charge that would be determined under the by-law on the day specified in the 
agreement.  If no day is specified, at the earlier of: 
 

a) the time the development charge or any part of it is payable under the agreement; 
b) the time the development charge would have been payable in the absence of the 

agreement. 
 

Accelerated agreements most often assist municipalities with cash flow to build specific smaller 
projects and most often applies to water, wastewater and road improvements.  Usually involves 
the prepayment of all or a portion of the DC with a credit provided at the time the DC is payable 
(i.e. building permit issuance). 
 
3.1.3 Service Emplacement Agreements (s. 38) 
 
Section 38 of the DCA provides that a developing landowner may construct or provide a service 
which relates to a service in the DC by-law.  If a municipality allows this work to be provided 
then the municipality shall give the person a credit towards the development charge in 
accordance with the agreement.  The amount of the credit is the reasonable cost of doing the 
work as agreed by the municipality and the person who is to be given the credit.  A credit given 
in exchange for work done is a credit only in relation to the service to which the work relates (i.e. 
an agreement to build a park will provide that the credit is against the parkland component of 
the Development Charge).  Service emplacement agreements most often apply to smaller 
water, wastewater and road improvements projects and to parkland development projects. 
 
Of the three types of agreements described above, the Service Emplacement Agreement is the 
most often used by Ontario municipalities followed by the Accelerated Payment Agreement. The 
Front-ending agreement appears be to the least used either because it is the most complex, 
requires the most administration, is appealable by other landowners or is best used for very 
large capital works which generally require a significant investment and have a long term for 
recovery. 
 
Accelerating project construction involves an increased risk to the City in that no new net 
revenues accrue to the DC reserve funds, but new liabilities arise for the accelerated 
infrastructure.  In instances where repayments are based on set timing schedules, the 
municipality assumes a risk that revenues may not be available to make the repayment. This 
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risk could be counterbalanced by agreements with the developer with respect to providing timely 
DC revenue payments.  In effect, the developer would be required to assume some or all of the 
risk of a slowdown in the housing market and correspondingly, the slowdown in DC revenues to 
be collected.   
 
It is noted that in order to facilitate municipal service financial agreements, additional 
preparation and administration is required to oversee the credits and repayments. Additions to 
current DC administration systems and processes used by Finance and the Building Division to 
accommodate the credit/repayment system would most likely be necessary.   
 

3.2  DC Credits vs. Cash Repayments 
 
Based on the three municipal servicing agreement discussed in the prior section, the value of 
the project or cash contribution provided may be recognized in different ways, i.e. either by a 
credit or repayment.  A “credit” is a deduction at the time the DC is to be paid (i.e. at the time the 
DC is paid at building permit, the credit will be deducted in order to reduce the charge payable).  
It is generally restricted to the lands and/or developer who has undertaken the work or prepaid 
their DCs.  A “repayment” is a collection from others which is given to the person who did the 
work or made the initial contribution (i.e. the repayment for a front-ending agreement would 
collect from other benefitting landowners to pay the front-ender).   
 
Under a DC credit system, a credit would be available against development charges otherwise 
payable (i.e. it is recognised at the time the building permit is issued).  The credit would be 
limited in its application to the service component that was accelerated.  For example, if a storm 
water management (SWM) pond was accelerated, credit would be applied to the SWM pond 
component of the DC upon application for building permit in that developer’s subdivision.  In this 
way, the credits for the construction of growth-related infrastructure would only be recovered 
upon development of the property facilitated by the accelerated infrastructure.  The developer 
bears the risk and rewards of either slow or fast build out of the accelerated development.   
 
If a credit system is used, all three types of agreements may be used to accelerate the project 
timing.  If a repayment system is to be used then only the front-ending agreement would be 
used as the two other types of agreements relate to credit recoveries not repayments. 
 
Both credits and repayments can impact a municipality’s DC revenue stream.  Repayments 
generally impact cash flow sooner as the payment has a stipulated date whereas credits 
generally impact later and are recognised when the development actually proceeds and the 
development charges are paid.  Based on the ability to align the liability and collection directly 
with the specific development, agreements providing credits are the preferred alternative. 
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3.3  Potential Impact of Municipal Service Agreements 
 
As presented in Table 2-1 (Cash Flow of City Services Reserve Fund), based on the City’s 
revised timing of project construction and anticipated DC revenues arising at the building permit 
stage, the City is forecast to experience funding deficits for the DC funded expenditures (deficits 
are experienced in all services however the sanitary service is the least impacted). On the 
assumption that the CSRF projects were allowed to be accelerated earlier in the forecast period, 
an increased liability to fund would be experienced earlier and, depending on the terms and 
conditions of the MSFA, the City’s cash flow could be worsened.   
 
A potential concern is raised regarding the shift in definition for the UWRF fund.  Under the 
“new” 2009 DC rules, many projects (formerly built and cash flowed by the developers) were 
shifted from the UWRF to CSRF.  Prior to this change, the construction of these projects was 
undertaken by developers and repayment was limited to only the balances in the Urban Works 
reserves.  With the new rules changes, should developers wish to continue the past practice for 
these projects and use the MSFA to facilitate this undertaking; this would have the affect of: 
 

• Broadening the revenue pool available to developers (i.e. giving access to the City’s DC 
revenues) thus accelerating payback to developers; 

• Potentially placing a higher priority on “old rule” projects ahead of City priority projects; 
• Limit the funds available to the City to build large treatment facilities, trunks, roads and 

major storm ponds.  The impact of this is to either limit overall capacity in the system or 
increase the amount of debt the City would need to issue to make up for reduced cash 
flow. 
 

A further area of concern relates to the City’s ability to meet repayment requirements.  Based on 
initial discussions with the developer representatives, their preferred approach to using the 
MSFA’s is to accelerate the construction of the project from the timing identified in the Growth 
Management Implementation Strategy (GMIS) (and capital budget) and for the full repayment to 
be made back to the developer in the year the GMIS had originally identified it for construction. 
Given that the cash flow is already anticipated to be in a deficit position, the City will need to 
assist the cash flow (and to make the repayment) by using debt.  Two potential problems arise 
as a result: 
 
1. Long term debt may only be issued against a capital project.  If the project is accelerated 

by a landowner and repayment is expected at a later date, it is unclear whether the City 
would still have the ability to raise funding via debt as the debt (at that point) would be 
raised to pay off another liability.  This matter would need to be further clarified with 
Municipal Affairs and/or the OMB. 

2. If the above was approved, the mandatory repayment timing requirements would label 
this form of agreement as a liability for the purposes of the City’s debt capacity.  The 
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debt capacity would be impact immediately vs. later on in the forecast when the project 
was originally planned. 

3. The non-growth component of individual projects is funded from City financial resources 
(e.g. Taxes, rates, reserves, etc.).  Who pays the non-growth share and when would 
need to be addressed.  

 
Based on the discussions above, the key area of concern relates to cash flow.  Based on the 
GMIS, the City establishes the project timing and the capital financing for those works.  If 
developers are to be granted the ability to determine timing based on providing MSFA’s then the 
City loses control of cash flow.  The largest concern is that the MSFA could receive first priority 
on the City Service Reserve Funds (CSRF) resulting in the City not having the funds to build the 
broader benefit projects.  If the City ultimately wishes to move in this direction (and it is not 
recommended), then it should consider adjusting the development charges in one of the two 
ways noted below: 
1. The CSRF for Water, Wastewater, Roads and Storm Water should be split into a “City” 

related category and a “developer” related category.  This is basically the same 
distinction the City had with the CSRF vs. UWRF. This would allow the City to retain 
funds for its purposes and allow funds related to the developer projects to be built via the 
MSFA’s.  Note however that there would have to be limits on the potential paybacks 
within the developer related category hence, credit agreements would be recommended 
to limit the liability and cash flow.  In regard to the non-growth portion of individual 
projects, the developing landowner would need to cash flow this until the time the project 
was expected to be built. 

2. Municipalities such as Richmond Hill and Markham, facilitate the more localized works 
(which the developers would be interested in building) in area specific by-laws.  The 
broader City-wide projects area included in a City-wide by-law.  The area specific by-law 
spreads the costs for the immediate benefiting area across the growth which benefits 
from the works.  This also facilitates MSFA agreements (such as a front-ending 
agreement) which provide for recovery within the benefiting area.   
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4.  POLICY PRINCIPLES 
 
4.1  General Principles 
 
At the onset, the need and use of municipal finance servicing agreements for CSRF projects 
requires discussion to establish framework for its potential use.  Generally, the Growth 
Management Implementation Strategy (GMIS) is the City’s growth plan for coordinating the 
phasing of development and scheduling the construction of works through the capital budgeting 
process.  As defined in the 2010 GMIS report “the purpose of the GMIS is to coordinate 
infrastructure with development approvals and guide the pace of growth across the City.”  As 
the GMIS considers the pace and timing of development within the City and aligns the CSRF 
capital construction requirements to facilitate that development, it is expected that the 20 year 
capital plan developed therein meets the direct servicing needs of the development community.  
From a financial perspective, the 20 year capital budget is developed with direct consideration 
given to the DC revenues available to fund the DC fundable works and seeks to establish a 
level of affordability.  The question is then raised as to whether these agreements are to be 
used to finance the City’s growth related projects (for Water, Wastewater, Storm Water and 
Roads services) as a general funding tool or whether they are to be used on an exception basis 
to advance works which the GMIS may have been “under prioritized” during the most recent 
review. As well, under either scenario, should the City consider agreements which involve cash 
payments or service emplacement or both?   
 
In regard to the first issue (i.e. should this be used as a capital budget general funding tool), 
based on discussions with the City’s Finance Department, an MSFA is not perceived as being 
needed as the key financing tool.  It is observed however that any method which assists overall 
in the City’s cash flow would be of assistance (however, this would be dependent upon the 
terms of the agreement). If the agreement is to be used on an exception basis to advance a 
project to assist an individual landowner, then there would be a need to rationalize the basis for 
advancing the project.  As noted, the GMIS is an extensive process which prioritises the capital 
works based on a number of criteria considered in a City wide evaluation which is updated on 
an annual basis.  Some form of criteria and framework would need to be established to allow 
capital works to be advanced ahead of other works, if at all.  Section 4.2 provides a basis for 
evaluating requests on an exception basis. 
  
In regard to the question of using service emplacement agreements (vs. cash payments to the 
City and the City undertakes the project), there are different perspectives as to the pros and 
cons of this process.  Historically, under the UWRF funding, agreements with owners have long 
provided for them to construct minor works and claim back from the fund for those works 
identified in the agreement that were deemed to be cost sharable through development charge 
funding.  With CSRF funded works, upon approval of the budget, City staff has historically 
executed the project delivery.  
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The benefits that have been cited in the past in favour of developer lead construction include: 
 

1. ability to mobilize construction equipment and manpower for completing both “local” and 
development charge funded works simultaneously (i.e.  avoid duplication of effort); 

2. better coordination of resources to minimise disruption to the general public during 
construction in high traffic areas; 

3. minimize construction adjustments or added cost for reconstructing components of 
assets.   
 

Arguments in favour of the City maintaining the responsibility for timing and construction of 
major works include: 
 
1. in the case of localized works, less likelihood that one developer could control the 

intentions of others by controlling service location and/or timing of construction; 
2. ability for the City to construct a substantial number of projects all at once, as opposed to 

a number of lesser projects (i.e. efficiency); 
3. ability to expropriate land if necessary; 
4. ability (perceived or real) to better manage the public interest when working in 

environmentally sensitive areas; 
5. clarity as to scope of works being financed by City administered funds; 
6. projects are awarded based on a transparent and open bidding process. 
 
In instances where the City would allow the developer to construct the works, a number of 
matters would need to be addressed.  These include: 
 
1. responsibility and execution for project management; 
2. ensuring projects are undertaken to minimize impacts on local traffic and 

neighbourhoods;  
3. ensuring timing of infrastructure construction in a predictable manner; 
4. procurement practices consistent with City’s Purchasing policy (clear scope definition, 

transparency, accountability, competitive bids); 
5. appropriate sharing of any cost efficiencies achieved by simultaneous completion of DC 

funded works and local servicing undertaken by the developer; 
6. formalized administrative practice for recognizing financial obligations under these 

agreements; 
7. establishing basis for determining a fair and equitable cost of works provided and, in 

some cases, allocation between CSRF and local works. 
 
In summary, there are both potential issues and opportunities associated with developer lead 
construction for CSRF funded works.  Generally, this decision may be considered on an 
individual basis; however, a framework for evaluation would need to be established in order to 
do so. 
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Based on discussion with City staff, a general framework of principles has been established and 
is provided in the following section. A draft listing of principles was released to the development 
community in mid-May and meeting to discuss these matters was undertaken in early June.  
Comments were provided by the London Development Institute, London Home Builders’ 
Association and Urban League of London which are attached in Appendices A to C. 
 

4.2  Consideration of a Request to Advance the Timing of a CSRF 
Project 

 
It is recognised that, on a select basis, the need may arise to allow a project to be advanced 
and potentially be funded via a MSFA.  If a request is made to the City to advance the timing of 
a CSRF project and to facilitate that advanced timing vis-à-vis an MSFA, a process needs to be 
put into place to evaluate that request.  As has been discussed, the GMIS is an extensive 
process which prioritises the capital works based on a number of criteria considered in a City 
wide evaluation which is updated on an annual basis.  To consider an individual request, similar 
considerations should be used as in the GMIS update including: 
 

• Review of projected growth forecasts; 
• Consider existing applications and market supply of lots in registered subdivisions;  
• Consider logical progression of development to contiguous areas of the City - 

development proposal does not constitute blatant “leap frog” development; 
• Availability of existing municipal servicing, and extent of accelerated servicing required;  
• The development advanced has a compelling advantage to the City; 
• EA/EIS are completed; 
• For acceleration of services for non-residential development, consider business case 

analysis for acceleration and process required to facilitate acceleration; 
• Projects to be advanced are within the five year capital budget timeframe and are 

included within the existing DC Background Study; 
• In addition, Council should consider: 

o whether the acceleration will unreasonably hamper or remove the discretion of 
future Councils to apply evolving standards to development; 

o where there is an emergent economic development opportunity involving 
significant job creation (other than construction) that makes accelerating longer 
term capital works desirable;  

o if it may facilitate the development of a major facility that is needed by the 
adjacent development servicing area or localized community (e.g. new school or 
community centre). 

 
It is noted, based on comments made by the development community, that the ability to 
advance the timing of EA/EIS’s would assist greatly in shortening the time needed to bring 
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projects on-stream. This should be considered as desirable as long as the potential timing of the 
work is within five years. 
As part of this overall process, consideration of an application to accelerate a project and 
consider an MSFA, would include the following: 
 
1. Through the initial stages of the development application process, servicing 

requirements are determined. (subdivision, site plan or consent process administered by 
DABU). 

2. In the course of reviewing the application, the City staff identify infrastructure or other 
servicing needs that it believes need to be addressed prior to development occurring.   If 
the identified capital needs are more than five years away (in terms of the timing of 
infrastructure in question as assigned in the most recently approved capital budget) the 
City may decline the application on the grounds of prematurity.     

3. At this time, the developer may request the City consider a Municipal Servicing and 
Financing Agreement to accelerate the construction of the works that would allow their 
development to proceed further along the development approval process.  The owner’s 
request should include an explanation of how the proposed acceleration of the capital 
works are in the public interest and review of the merits of either the developer or the 
City undertaking the lead on the project.  Any other elements of the agreement the 
developer would wish to advance as part of the application (concessions on financing 
other elements of the work, assurances of project viability, elements of agreement and 
risk allocation) should be identified with their submission. 

4. City Administration  will review merits of acceleration, consistent with the principles of 
MSFA’s (as adopted by Council) including consideration of economic climate, an impact 
assessment provided by the City’s Financial Planning and Policy division (see below), 
and other elements of the adopted MSFA policy, and compile a recommendation report.  
City administration will report back to Finance and Administration Committee with its 
review and recommendations on the MSFA.  Managing Director, Development 
Approvals Business Unit, Executive Director of Planning, Environmental and 
Engineering Services, and City Treasurer will collectively make a final recommendation 
on the disposition of the request to accelerate a development proposal.  If the staff 
recommendation is to proceed to an agreement, the report will also include discussion of 
key elements of the proposed agreement, all in accordance with the adopted principles 
of Council.   

5. Pending Council approval “in principle,” staff will be charged with responsibility to work 
out agreement details in accordance with the staff report and any further direction arising 
from Council’s consideration of the report.  The provisions of the agreement will normally 
include: 

a. Scope of CSRF funded capital works that will be subject of the agreement 
(UWRF claimable works will remain as part of the City’s standard subdivision 
agreement for the time being); 
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b. Terms of developer financing and repayment/recovery (note that this would 
include the growth and potential non-growth portions of the project); 

c. Terms of developer construction (if applicable); 
d. Terms related to developer assurances with respect to Development Charge 

revenues flows or terms of administration of development charge credits; 
e. Security requirements related to the MSFA; 
f. Responsibilities related to administration of the proposed agreement. 

6. After negotiation and preparation of the municipal service finance agreement, return to 
Council for final approval of that agreement.   

7. Other elements of the development application process would continue and the staff 
report on the merits of the application may be dovetailed with step 6) above. 

 
In regard to the impact assessment (noted above in item 4) to be undertaken by the City’s 
Financial Planning and Policy Division, issues to be addressed include: 

• the implications of accelerating works on debt and DC revenues – may need to 
establish benchmarks as part of the capital budget policies;  

• effects on future DC cash flow projections;  
• effects of acceleration of non-growth share of works on tax and user rates – 

consideration of the non-growth share being non-reimbursable if the project is 
accelerated by more than five years. 

 
In regards to the form of the MSFA to be considered, the main issue is that of using credits to 
recognise the value of the work (vs.  cash reimbursement). A credit system would provide for 
the development proponent to receive credits against future development charges payable as a 
repayment for financing accelerated infrastructure.  The credit would be available only against 
the service component in which the work was completed. Until all the credits are used, the 
developer underwrites all costs associated with financing the works.  Where the credits 
available within a development do not fully reimburse the front ending developer, alternatives 
will be negotiated and incorporated into an MSFA that might include: 
 

• DC credits available for accelerating developer for each DC paid within the area that 
benefits from the accelerated works; 

• Tiered financing schemes that involve participation in financing by adjoining developers.  
 

4.3  Assessment of Risk 
 
During the meetings with representatives of the development community, the discussion of risk 
was undertaken on several occasions.  From the developers’ perspective, if a project proceeds 
through the evaluation process and is deemed acceptable to be advanced using Municipal 
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Services Finance Agreements, then there are benefits derived by both the developing 
landowner as well as the City.  The developing landowner would seek to assume the financial 
risk for the period of time the project was advanced and would expect full repayment at the time 
the city expected to undertake the project.  In this way, the risk is shared between the 
landowner and City.  Repayment via credits would extend the period for the landowner to 
receive financial recovery, hence their expectation to receive full repayment from the City. 
 
Clearly, both the developing landowners as well as the City are seeking to manage their risk.  
Conceptually, Risk Management is the process of measuring or assessing risk and then 
developing strategies to manage it.  Strategies would include avoiding the risk, reducing the risk 
or transferring the risk. 
 
From a broad perspective, the GMIS/capital budget process is a form of risk management for 
the City.  This process seeks to manage the City’s financial investment in infrastructure by 
emplacing works which would foster growth in the residential and non-residential sectors with 
the hope of receiving various social, economic and financial benefits in return.  This policy paper 
(i.e. Master Servicing and Financing Policy) further refines this process by limiting changes to 
the GMIS process to deal only with exception situations which cannot wait for the next annual 
update to be reprioritized. 
 
As provided in Table 2-1, the 2010 GMIS study provided an infrastructure spending plan which 
has more growth-related expenditures than DC revenues, hence, this plan already provides the 
City with a level of financial risk.  If the policies provided herein are adopted by Council which 
limit changes to the GMIS prioritization of projects to an ad hoc basis, then these policies assist 
in managing risk at the level anticipated in the GMIS.  If these policies don’t limit the number of 
charges on the total quantum of the agreements being entered into, than the City’s financial risk 
is increased. 
 
If the development community would wish to move towards guaranteed repayment timing, then 
there should be a “ceiling” on the total value of agreements entered into, at least in the early 
years of the policy.  This ceiling would preserve the City’s flexibility to reprioritize projects in the 
future, while still allowing for some flexibility to address ad hoc situations. 
 
Table 2-1 identifies that the total DC collections expected for the next 10 years for water, roads, 
sanitary and storm purposes is $275 million.  The projected collections vary between a low of 
$19 million to a high of $30 million.  Based on this annual revenue collection level, it is 
recommended that the total value of all agreements entered into not exceed $5 million at any 
point in time.  This amount represents up to 25% of the collections anticipated in the “low” 
revenue years.  This ceiling is intended to preserve the City’s flexibility to continue the GMIS 
process with minimum constraints while allowing for some level of agreements to be entered 
into.  It is recommended that this ceiling be maintained for the first three to five years and be 
reviewed based on how the policies provided herein are functioning. 
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It should be further clarified that the timing of project construction provided in the GMIS is 
predicated on an assumed forecast of annual building permits.  Hence, assuming the level of 
annual building permit issuance slows, the corresponding need for project construction would 
also slow.  As well, DC revenue collection will slow at the same pace.  It is therefore 
recommended that the potential repayment timing (if this system is used instead of credits) be 
aligned with cumulative building permit issuance vs. calendar timing. That is to say, if certain 
projects were expected to be constructed after the issuance of say 6,000 units, the 6,000 unit 
trigger should be used as the timing to trigger the repayment. 
 
Lastly, as noted in section 3.2, a front-ending agreement would have to be used in order to 
implement the repayment system as accelerated payment agreements and service 
emplacement agreements provide for credits not repayments.   
 

4.4 Other Matters to Be Considered 
 
In other municipalities, fees are normally charged for processing these types of requests. These 
fees can be in the $5,000-$10,000 range per request.  These fees may vary depending on 
anticipated complexity of the accelerating request and/or may be established in relation to 
additional resources required to assess the MSFA request.  Lastly, if the use of front-end 
agreements is used, consideration of fees which provide for the annual administration and 
reporting should be considered. 
 



 



 
 

Watson & Associates Economists Ltd. H:\London\UWRF\Municipal Service & Financial Report November 7 2011.docx 

5.  OBSERVATIONS, CONCLUSIONS AND 
RECOMMENDATIONS 



 



 
5-1 

 

Watson & Associates Economists Ltd. H:\London\UWRF\Municipal Service & Financial Report November 7 2011.docx 

5. OBSERVATIONS, CONCLUSIONS AND 
RECOMMENDATIONS 

 
The foregoing has provided a review of the issues surrounding Municipal Service Finance 
Agreements (MSFA) and their potential use in funding City Services Reserve Fund (CSRF) 
projects.  Based on this review, it is anticipated that the need to accelerate CSRF project timing 
using these agreements is limited.  This conclusion is based upon the current process which the 
City has for reviewing development needs and coordinating the City’s capital spending plan 
accordingly.   Generally, the Growth Management Implementation Strategy (GMIS) is the City’s 
growth plan for coordinating the phasing of development and scheduling the construction of 
works through the capital budgeting process.  As defined in the 2010 GMIS report “the purpose 
of the GMIS is to coordinate infrastructure with development approvals and guide the pace of 
growth across the City.”  As the GMIS considers the pace and timing of development within the 
City and aligns the CSRF capital construction requirements to facilitate that development, it is 
expected that the 20 year capital plan developed therein meets the direct servicing needs of the 
development community.  As the GMIS process is in place and reviewed annually, it is not 
anticipated that a significant number of project priority changes is warranted in the intervening 
months between GMIS updates.  
 
From a financial perspective, the GMIS process develops a 20 year capital budget with direct 
consideration given to the DC revenues available to fund the DC fundable works and seeks to 
establish a level of affordability.  As provided in Table 2-1, the City’s CSRF capital plan for the 
next 10 years, including present work in progress and unfunded debt, provides total spending of 
$556.3 million.  Of this $143.8 million is non-DC/non-growth funded and must be funded by 
property taxes and rates.  For the residual $412.4 million, the DC expenditures will exceed the 
DC revenue thus resulting in a CSRF deficit of up to $80.5 million within six years. Should a 
process be put in place which allows further acceleration in the construction of CSRF capital 
projects, it would be expected that this deficit would increase sooner.  Further, based on the 
form of MSFA used and the terms provided therein, the City’s debt capacity is anticipated to be 
impacted upon negatively.   
 
The discussion above does not preclude accelerating the timing of a CSRF project but to limit its 
use to an exception basis.  There may be instances where City project priorities need to 
reviewed prior to a GMIS update.  These instances would normally relate to potential economic 
development opportunities to facilitate new businesses and jobs (other than construction) and/or 
where it may facilitate a community use facility (e.g. new school, City facility, etc.).  An 
evaluation process is provided in section 4.2 to assist in this review which includes the need for 
Council to consider the merits of the proposal.    
 
If the review process provides for the acceleration of construction of a CSRF project, then the 
City should consider the use of the one of the three MSFA’s discussed in Chapter 3.  For 
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Accelerated Payment Agreements and Service Emplacement Agreements, credits would be 
used to recognise the financial value provide by the CSRF project (note that if a Service 
Emplacement Agreement is used, a process is provided in section 4.1). Front-ending 
agreements may also be used which would provide for either a credit system of recovery or a 
repayment system of recovery. 
 
Based upon the above, the following recommendations are provided: 
 
1. That the Growth Management Implementation Strategy (GMIS) be the primary basis for 

determining City priorities for construction of City Service Reserve Fund (CSRF) 
projects. 

2. That consideration be given to the benefit of accelerating CSRF projects on an exception 
basis where the individual project provides economic opportunities for new business and 
jobs and/or where it may facilitate a community use facility.  In considering the merits of 
an application to accelerate a CSRF project, the evaluation process provided in section 
4.2 of this report be used and a report be prepared for Council consideration.  The report 
should also include an assessment of risk and the financial implications of accelerating 
the timing of the project. 

3.  That the following forms of MSFA agreements be provided to facilitate 
Recommendation #2 based upon the identified reimbursement method: 
a. Accelerated Payment Agreements would facilitate construction of the CSRF 

project by the City with reimbursement provided by credits. 
b. Service Emplacement Agreements would facilitate construction of the CSRF 

project by the landowner subject to the process set out in section 4.1 with 
reimbursement provided by credits. 

c. Front-ending Agreements would facilitate construction of the CSRF project by the 
City with reimbursement provided by either a credit or repayment.  If a repayment 
is considered, then the repayment should occur no earlier than the cumulative 
growth amount anticipated in the GMIS forecast. 

4. That the non-growth share of projects undertaken with the MSFA be cashflowed by the 
developers and repaid by the City no earlier than the cumulative growth amount 
anticipated in the GMIS forecast. 

5. That the total amount of all agreements entered into, not exceed $5 million and further, 
that the adequacy of this ceiling be reviewed within five years. 
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Response to matters raised by London Development Institute – June 9, 2011 

 

1. Page 1 – General Principles 

The intent of the general principle is to balance the interest of all the public, not specific 

interest groups. 

 

2. Page 1 – Temporary Infrastructure 

The intent of the policy is to acknowledge that the City prefers to build the planned 

permanent infrastructure vs. smaller, localized infrastructure which services smaller areas or 

specific developments.  There may be instances where a temporary or interim infrastructure 

can assist in the long term servicing plan; however, this may only be defined on a case by 

case basis. 

 

3. Page 2 – Consideration by City – Administrative Review 

The concern raised is focused on ensuring that the EA’s and EIS’s are undertaken enough 

in advance of the infrastructure project to ensure that the servicing project is not delayed.  

This is a valid point and should be identified as part of the GMIS process.  (This is identified 

in section 4.2). 

 

4. Page 2 – Acceleration of services for non-residential development – reference to business 

case 

The purpose of the GMIS (as acknowledged in Section 4.1 of this report) is to coordinate 

infrastructure with development approvals and guide the pace of growth across the City.  

Hence, the GMIS process is meant to facilitate growth to achieve additional employment 

and expansion of the tax base.  As the GMIS is updated annually, it is anticipated that it will 

include all known opportunities at the time of review.  The policy provided is to acknowledge 

unexpected employment opportunities through Commercial, Industrial or Institutional 

developments which require a process which would respond more quickly than the GMIS 

update process. 
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5. Page 2 – What is meant by adjacent community 

This definition has been expanded in section 4.2 to identify an adjacent development 

servicing area or localized community. 

 

6. Page 2 – Timing of services to be considered for MSFA 

As discussed in Chapter 4 (and 5) the GMIS is meant to provide the process to prioritize 

infrastructure to facilitate development.  Accelerating infrastructure beyond a five year 

planning horizon should be dealt with as part of the GMIS process, not in isolation of it. 

 

7. Page 3 – Review of Debt position in DC Reserve Funds 

As part of the GMIS process, the Finance department will monitor debt levels and reserve 

balances.  This information would be provided to Council and to the public.  Hence the 

information will be made available to everyone; however, a separate monitoring committee 

is not expected to be warranted to prepare this information. 

 

8. Page 3 – More discussion needed on credits 

This has been discussed in detail in Chapter 3, Chapter 4 and Appendix D. 

 

9. Page 3 – Benchmarks needed for DC funded debt levels 

This is acknowledged.  However, as discussed in chapter 2, the level of debt issued cannot 

require annual debt charge payments which exceed the anticipated DC collections for that 

year (by service).  Hence, the potential benchmark may be set at the level of debt charge 

payments which equal the DC revenue generated during an economic downturn; otherwise 

the City would incur a payment liability which must be met with either tax / rate increases or 

use of other reserves. 

 

10. Page 3 – Credits vs. Cash reimbursements 

More discussion is provided in Chapter 3 and Appendix D 
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11. Non-Growth share of works to be financed by developer 

This matter is discussed in Chapter 4. 

 

12. Page 4 – Merits of City constructed accelerated works vs. developer constructed 

accelerated works. 

This is discussed in Chapter 4 of this report. 

 

13. Page 4 – Security requirements for developer obligations 

This will be dependent upon the type of agreement undertaken. 

 

14. Page 4 – Timing of Capital Expenditures 

This is discussed in Chapter 2 to this report. 

 

15. Page 4 – Financing presented in Ontario 

How these rules are developed is generally specific to the municipality, however, the area  

specific charges normally include the localized studies (engineering and infrastructure). 

 

16. Page 5 – DC Cash flow 

DC Cash flow is presented in Chapter 2 to this report. 

 

17. Page 5 – Question regarding funding CSRF projects 

The City would prefer for the developer to pay for the work and be managed by the City.  

Repayment would be dependent upon the type of agreement. 

 

18. Page 5 – Expenditure Forecasts by Service 

See Chapter 2 to this report. 
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19. Page 5 – General Comments 

• What happens to GMIS project when front ended – as noted in this report, it is 

recommended that this practise be minimized and that a credit method is preferred.  

This would then have the “repayment” recognized as the building permits are taken 

out within that specific development. 

• DC appeal – outside the scope of this study. 

• The relationship between the GMIS study, infrastructure requirements and the 

potential for MSFA’s is discussed in detail in this report.  It is expected that the GMIS 

will define an annual payment program for the City and that agreements with 

developers would be minimized. 

• Reserve fund debt – this is discussed in Chapter 2 to this report. 

• Potential missed projects in CSRF/UWRF and GMIS – these works should be 

identified to staff during the GMIS process and the appropriate response will be 

provided. 
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Response to matters raised by London Homebuilders Association – June 9, 2011 
Correspondence 

 

1. The Development Cash flow for the hard services has been presented in Chapter 2 to this 

report.  As is presented, there are presently negative balances in the reserve and this is 

anticipated to grow over the next 10 years.  This does result from having to build services in 

advance of development.  The capital spending and financing plan will be updated annually 

as part of the GMIS process and capital budget process. 

 

2. Discussion on financial agreements and credits is provided in Chapter 3 and Appendix D 

 

3. The City recognizes the importance of having an adequate supply of serviced lots across 

the City.  The GMIS has been put in place to ensure that infrastructure servicing is 

constructed at the proper time in the right areas, to ensure that this continues into the future. 

 

4. Please review the updated DC cash flow provided in Chapter 2 for the updated information. 
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APPENDIX C 
CORRESPONDENCE FROM THE URBAN LEAGUE 

OF LONDON
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Response to matters raised by Urban League of London – June 7, 2011 Correspondence 

 

1. Page 1 – City needs to have a good handle on costs 

This is addressed in Chapter 2. 

 

2. Page 1 – Concerned that advancing projects creates commitments that may be difficult to 

pay if revenues don’t materialize. 

This is discussed in Chapter 2.  The policies provided in Chapter 4 are meant to ensure that 

projects are advanced on an ad hoc basis and must provide defined benefits to the City.  As 

well, Section 4.3 seeks to limit the total value of these agreements to $4 million. 

 

3. Page 2 – Possible criteria for “interest of the public materialize. 

These points are acknowledged and would form part of the broad evaluation undertaken by 

staff 

 

4. Page 3 – Questions which didn’t get asked 

• Whether credits are returned at their uninflated value or increased over time is 

dependent upon the specific agreement.  However, most often credits are indexed 

with the DC. 

• Credits are expensed as the developments are built. 

• The recommended charge is meant to be the averaged charge.  Obviously the cost 

will be higher for the first agreement but will average over time.  As well, the type of 

agreement entered into may affect the cost. 

• As this policy is expected to be on an ad hoc basis, numerous agreements are not 

expected and hence, may be accommodated using existing staff.  
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APPENDIX D 
HYPOTHETICAL SERVICING EXAMPLES
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APPENDIX D - Hypothetical Servicing Examples 
 

As noted in Chapter 3, an example would be provided to demonstrate how each of the 

agreements would be developed for a specific example.  These agreements are discussed in 

sections 3.1.1 to 3.1.3 and sample agreements are provided in the following Appendices.  

 

1. Example #1 

The first subdivision within a development area requires a trunk sanitary sewer extension to 

extend the servicing to the area.  The first subdivision will build 300 single detached units, of 

which 1,000 will be built in total (by this landowner and others) for the area.  Cost of the Sanitary 

Sewer extension is $500,000.  The total development charge is $14,000/unit of which this 

service component is $2,600/unit.  

 

1(a) Accelerated Payment Agreement 
 

Section 27(1) of the Act provides that a municipality may enter into an agreement with a person 

who is required to pay a development charge providing for all or any part of a development 

charge to be paid before or after it would otherwise be payable.  In this example, the subdivision 

would ultimately provide for $780,000 towards sanitary sewer services (300 units x $2,600/unit 

= $780,000) in general.  The future total amount payable for this service exceeds the amount 

needed to fund the project so this form of agreement would be well suited to fund this project.  

Under this agreement, the subdivision would contribute the $500,000 project cost to the City 

and the project would be built.  The value of the contribution ($500,000) would be recognised as 

a credit or reduction to the DC payable at the time the building permits are taken out for this 

subdivision.   

 

The credit (or reduction of the DC payable at building permit) may be handled in two ways: 

1. The credit may be spread equally across all units within that subdivision (i.e. $500,000 

funding divided by 300 units equals a $1,667.67 credit per unit), or 

2. The credit may be equal to the DC service component ($2,600/unit) and would be 

granted for the number of units needs to use up the credit (i.e. $500,000 in credit divided 

by $2,600 per unit for sanitary sewers = 192.3 units)  
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Under both options, the $500,000 is repaid by a reduction (or credit) in the DC payable at the 

time the building permits are taken out for this subdivision.  In the first instance, all 300 units 

within the subdivision receive a reduction of $1,667.67 whereas in the second instance, 192.3 

units receive a reduction of $2,600 per unit). 

 

1(b) Service Emplacement Agreement 
 

Section 38 of the Act provides that a developing landowner may construct or provide a service 

which relates to a service in the DC by-law.  If a municipality allows this work to be provided 

then the municipality shall give the person a credit towards the development charge in 

accordance with the agreement.  Hence this agreement functions in a very similar manner as 

the Accelerated Payment Agreement however instead of paying the $500,000 to the City, the 

subdivider builds the project and receives a credit (or reduction) against the DC payable at the 

time of building permit issuance.  Note that approving the subdivider to construct these works 

would be subject to process described in section 4.1 of this report. 

 

1(c) Front-ending Agreement 
 

Section 44 and 45 of the DCA provides a municipality with the ability to enter into an agreement 

with parties to upfront the costs of a project which will benefit an area in the municipality to 

which the DC By-law applies.  Such an agreement can provide for the upfront costs to be borne 

by one or more parties to the agreement who are, in turn, reimbursed in future, by persons who 

develop land within an area defined in the agreement. As noted in Chapter 3, front-ending 

agreements are often used for very large projects where the cost recovery exceeds what can be 

recognised as a reduction (or credit) at the time the DC is paid at building permit issuance.  For 

this particular example, a front-ending agreement would not be used. 

 
2. Example #2 

The first subdivision within a development area requires a SWM pond to provide stormwater 

servicing to the area.  The first subdivision will build 300 single detached units of which 1,000 

will be built in total (by this landowner and others) for the area.  Cost of the SWM pond is 

extension is $2,000,000.  The total development charge is $14,000/unit of which this service 

component is $2,400/unit.  
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2(a) Accelerated Payment Agreement 
 

As noted earlier, Section 27(1) of the Act provides that a municipality may enter into an 

agreement with a person who is required to pay a development charge providing for all or any 

part of a development charge to be paid before or after it would otherwise be payable.  In this 

example, the subdivision would ultimately provide for $720,000 towards sanitary sewer services 

(300 units x $2,400/unit = $720,000).  The total cost for this project ($2 million) in excess of the 

DC payable for this service for the entire subdivision ($720,000) and therefore a credit for this 

service against the DC is not possible.  Although the total DC’s for all services (300 units x 

$14,000/unit = $4,200,000) to be paid for the subdivision exceed the project costs, granting a 

credit against the full DC would in effect be borrowing money from all other services.  This may 

cause cash flow issues for the other services and is not recommended.  This form of agreement 

would not function well for this example. 

 

2(b) Service Emplacement Agreement 
 

As noted earlier, this form of agreement functions similar to Accelerated Payment Agreements 

except the subdivider would build the service.  For the reasons noted in 2(a), this form of 

agreement would not function well for this example. 

 

 2(c) Front-ending Agreement 
 

As noted, the DCA provides a municipality with the ability to enter into an agreement with 

parties to upfront the costs of a project which will benefit an area in the municipality to which the 

DC By-law applies.  This form of agreement would provide for the upfront costs to be borne by 

the initial subdivider and would provide them to be reimbursed in future by development within 

the area defined in the agreement.  In this example, there are 1,000 units within the defined 

area.  The amount of DC’s to be paid for the storm water services within this area is $2.4 million 

(1,000 units x $2,400/unit = $2,400,000) which is sufficient to recover the full project costs ($2 

million).  A front-ending agreement would provide for the following: 

 

• Developer provides the City with $2 million to construct the SWM ponds 

• Agreement would provide that the costs for this project would be recovered from the 

benefiting area 
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• The subdivider would receive a credit for their portion of the DC’s payable for this 

service  (300 units x $2,400/unit = $720,000) 

• The remaining $1,280,000 would be recoverable from development within the area (i.e. 

the remaining 700 units). The City would flow back the $2,400 per unit (the storm sewer 

portion of the charge) for each of the next 533 units to develop in the area (i.e. 533 units 

at $2,400 per unit = $1,280,000).  Depending upon the conditions established in the 

agreement, this could be collected at building permit issuance or the charges could be 

paid when other subdivisions in the area are approved. 
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APPENDIX E 
SAMPLE ACCELERATED PAYMENT AGREEMENT 
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APPENDIX F 
SAMPLE SERVICE EMPLACEMENT AGREEMENT 
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APPENDIX G 
SAMPLE FRONT-ENDING AGREEMENT 
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