REGIONAL MUNICIPALITY OF OTTAWA CARLETON REPORT

MUNICIPALITE REGIONALE D’OTTAWA CARLETON RAPPORT
DATE 23 May 1996

TO/DEST. Corporate Services and Economic Development Committee
FROM/EXP. Co-ordinator

Corporate Services and Economic Development Committee

SUBJECT/OBJET REGIONAL DEVELOPMENT CHARGE (RDC) POLICY
REPORT - RECOMMENDED APPROACH

COMMITTEE RECOMMENDATIONS

That the Corporate Services and Economic Development Committee and Council approve

the following:
1. The schedule for completion othe RDC policy report and Bylaw as indicated on
Annex B;

2. Amending Bylaw 210 of 1991 to delete thexpiry date and introduce the schedule of
rates identified on Annex C effective 26 June 1996;

3. The appointment of C.N. Watson and Associates, Mississauga, Ont.camplete the
RDC policy report at a cost of $55,000 including all applicable taxes;

4, The new schedule of rates in Annex C apply uniformly on a service area basis across
the Region.
BACKGROUND

At the 7 May 1996 CorporateServices and Economic Development Committee meeting, the

above notedeportwas received and tabled by the Committeealtow for advertising of the
Public Meeting to be held on 4 June 1996.

Attached immediately followingthe staff report is an extract ominute fromthe Corporate
Services and Economic Development Committee meeting of 07 May 96.

Approved by
Cheryle Watson

Attach. (2)



REGIONAL MUNICIPALITY OF OTTAWA-CARLETON REPORT
MUNICIPALITE REGIONALE D'OTTAWA-CARLETON RAPPORT

Our File/N/Réf.
Your File/V/Réf.

DATE 1 May 1996

TO/DEST. Co-ordinator
Corporate Services and Economic Development Committee

FROM/EXP. Finance Commissioner

SUBJECT/OBJET REGIONAL DEVELOPMENT CHARGE (RDC) POLICY
REPORT - RECOMMENDED APPROACH

DEPARTMENTAL RECOMMENDATION

That the Corporate Services and Economic Development Committee receive and table the
report with the following recommendations to be considered by the Corporate Services and
Economic Development Committee at the Public Meeting scheduled for 4 June 96:

That the Corporate Services and Economic Development Committee and
Council approve the following:

1. The schedule for completion ofthe RDC policy report and Bylaw as
indicated on Annex B;

2. Amending Bylaw 210 of 1991 to delete thexpiry date and introduce
the schedule of rates identified on Annex C effective 26 June 1996;

3. The appointment of C.N. Watson and Associates, Mississauga, Ont.,
to complete the RDC policyreport at a cost of $55,000 including all
applicable taxes.

PURPOSE

The currentRegional Development ChargBglaw (No. 210 of 1991)was enacted biRegional
Council on 25Sept 91. Thdylaw contains an expiry provisicinat would see thBylaw expire
on 24 Sept 9@nd with it the RMOC’sability to impose development charges. Staff haeen
planningthe necessary policyeportrequired to develop a succes&ylaw. Thepurpose ofthis
report is to outline a recommended strategy and timetable for that report.



BACKGROUND

Bylaw 210 of 1991 is based on &egional Development ChargBDC) policy report prepared
by C.N. Watson and Associates in 8ping 0f1991. Thereportcalculated valuefor residential
and non-residential development charges basedhengrowth-relatedcapital infrastructure
requirements necessary to service projegtedvth at theservice levektandards expressed in the
RegionalOfficial Plan (ROP) over a twenty-yegslanningperiod (1991 to 2011). Theeport
identified a calculated residentiaharge of $12,443 (per singlesidential unit) and a non-
residential charge of $10.76 (per square foot).

In approvingBylaw 210 of 1991 Council set aschedule ofates to be phased in ov@me that
weresignificantly lesghan the rates calculated by thaicy report. Several appeals wefied to

the OMB against Bylaw 210 of 1991. One of the concerns expressed by both the Ottawa-Carleton
Home Builders Association antthe Building Owners and Managers Association ©ftawa-
Carleton was that thannual increases tihe development chargates would hve a negative
impact onthe recovery of the construction industry in Ottawa-Carleton. retolving these
appeals, Councigreed to freeze RDC rates at $8,@f¥kidential) ands1.50 per square foot
(non-residential). These rates were to remain in effect subject to a revieerRDCpolicy to be
conducted prior to 30 Nov 94.

The RDCpolicy review,completed in May 01994, confirmedthe RDC rates calculated by the
initial policy report.The reviewhighlighted aconcern, however, related to thiordability of the
growth assumptions, serviclevel standards and development strategy prescribed by the ROP
when subjected to current economaalities and revenusources. The review concluded with the
following statement:

“The process of reviewing tl@fficial Plan is currentlyunderway. A major part

of this review will centre on examining growth forecasts, service standards and
developing an overall strategy for regional development. Thisgew will
incorporate and link the findings from several initiatives such as the
Transportation Master Plan, the Environmental Review, the Development
Strategy revievand the Water and Wastewater Master Plan studies. The issue of
“affordability” will be addressed as part tiie Official PlanReview andwill be
integrated into the review of the Regional Development Charges Byiah will

be required prior to the expiry of the current Bylaw 210 of 1991 on September 25,
1996”

After consideringthe conclusions and recommendationstioé review,Council amendedylaw

210 of 1991 to extend the rate freeze for the remaining term of the Bylaw (until 24 Sept 96). This
action was based on the expectatioat theRegional Developmer&trategy (RDS) wouldlkely

identify a muchreduced requirement fgrowth relatectapital infrastructurevhich inturn would
provide for lower development charges.



DISCUSSION

The draft Regional Developme8trategy (RDS) is noweing completed by staff. It is scheduled
to be submitted to Council this coming June. Followingeaiod for public consultation, it is
expected thaapproval of the RDS will benade by Council at its meeting of@ct 96. The
schedule for completion dhe RDS and OfficiaPlan Reviem(OPR) is attached a&nnex A.
This schedule does natllow for the completion of an RDC policyreport that is based on a
Council-approved RDS prior to the expiry of the current Bylaw.

Deferral Strategy

On April 3, 1996, royal assent wagiven tothe Land Use Planning and Protection Act, 1995
(LUPPA). This omnibusAct changed aaumber of statutesincluding the Planning Act the
Municipal Actandthe Development Charges AEICA). The LUPPA amendedhe DCA most
significantly by:

1. Providing that a development chargdéylaw or amendmenthereto, except an
amendment whiclheduces the amount of a chargeebminates aerm of abylaw,
does not come into force until it is approved by the Minister;

2. Eliminating the right to appeal a bylaw to the Ontario Municipal Board, and;
3. Eliminating the maximum term of a bylaw.

As a consequencthe DCA,as recently amended, provides Council whte ability to delete the
currentexpiry provision of Bylaw210 of 1991.This would allow Council the alternative of
extending Bylaw 210 of 1991 until a successor Bylaw supported by an RDC poligport
based on a Council-approved RDS can be completed.

This deferral strategy possesses otmeerits. On 22 Jun@4, Council, directed staff tenclude

in the next RDQpolicy report anexamination ofthe use ofarea-specific development charges.
This is a significantly differenapproach fronBylaw 210 of 1991which employs a schedule of
uniform region-widecharges. The decision to useiform region-wide charges Bylaw 210 of
1991 was made with due consideration given to:

a) the Region’s fundamentapurpose inproviding a standardevel of services
throughoutits jurisdiction and encouragirgrowth inall designated areas, based
on uniform sanitary sewer and water rates and other averaged cost shares;

b) the widespread acceptanceuafform development chargésroughout Ontario by
municipalities.



Area-specific development charges focustommservicingcosts of eaclidlevelopment area versus
the region as a whol&Vhile this approachmay beseen to be more equitable conceptually, in
practice it is venydifficult to implement.The mostsignificant problem involves identifying an
equitable basis of allocatirige costs of infrastructure projects that aredéfnition, regional in
nature. The process chlculating area-specific development charges reqtheesise ofmany

more assumptions and allocations tla@uniform chargeapproachMany of these assumptions
flow from the development scenario in the curr®®@P. Sincethe RDShasthe potential to
fundamentally change the development scenario, an RDC policy report is premature at this time.

Finally, the deferral strateglygas become more relevagiventhat theprovincial government has
announced plans timtroduce a new DCA thifall that may substantially changthe framework
for development charges in Ontario.

The deferral strategy would lead to a proposed schedule for arpBIRZreportand successor

Bylaw to beapproved byCouncil in June oll997. Adetailed workplan and schedule is attached
as Annex B.

Consultant Appointment

The schedule fothe completion of the RD@olicy reportand Bylaw assumes involvement of a
development charge consultant to assist stafiendevelopment of thgolicy report. This is due
primarily to the requirement for the policy report to consider apegificversus uniform charges.
This requiremensignificantlyexpands the scope of tpelicy development exercise and staii
require the assistance of a consult&aff recommendthe appointment of C.N. Watson and
Associates This firm produced the first RDC policy report in 1991 and virrelved inthe 1994
review. Thefirm has also been involved in seveaaéamunicipality development charge studies
within the Regional Municipality ofOttawa-Carleton (RMOC). Thigm is very familiarwith the
issues at RMOC as well as development, and planning issues around the Province.



Interim RDC Rates

Councilmay consider setting amterim schedule oflevelopment chargeates to be in forcentl
the enactment of the neBylaw in June o0fL997. The RDS ibeing developed with a number of
set funding parameters to measurnancial impact. Amongthese, a thresholdevel for
development charges has besst at $7,000 per singlenit and $1.30 per square foot for
residential and non-residential development, respectively. Tress approximate a 12.5%
reduction from the charges currently imposed.

Effective with the 1996 Budget year, the Province introduced a new Hiaodting program
(MSP) which effectively eliminated provinciatoad subsidy on capitainfrastructure. As a
consequence, statfbnducted aensitivity analysis othe calculations made ithe 1994review of
the RDCpolicy report tomodelthe effects ofthe loss othis provincialroadsubsidy which in the
1994 reporthad generallyrepresented an average revenue of approxima&@¥ of eligible
infrastructure expendituresThat revenue will no longer be available to support growth
infrastructure requirements. In addition, staff analyzetthe additional capital spendinguts that
would be necessary to redutbe calculatedesidential charge frorf12,398 to $7,000 pesingle
unit. That high-levelnalysis identifiedhat a significant reduction in infrastructuraspending
would be required foall service components. The 1994 review providedsfoR billion ($1994)
in total infrastructurespendingfor projects with agrowth component.This would have to be
reduced by 51% to reach a calculatedidential charge d#7,000 per single unit.This is an
average figure based on tosgplending. More specifically, (assuminthe same service component
ratios of the total charge), transportatigpending would need to veduced by 61%vith all
other service components requiring a 44% reduction.

These required reductions in the infrastructpending plamepresent a majarhallengefor the
RDS. As a consequencgtaff would not recommenahe consideration oihterim RDC rates
below these threshold levels.

A complete schedule of proped RDC rates is attachedAmex C. Implementing interimates

at theselevels effectiveJune of 1996 would result in an estimated reduced RDC revenue of
approximately$1.5million from the current rates over the twelve month pegading in June of
1997. This reduction is not significant enough to require adjustments to the growtheajataid
spending authorities approved by Council to date.

These loweinterim rates would assist thrgevelopment industry in recovering fronpaor 1995
season that saw a 27% reduction in residential building starts over the previolissyeald be
emphasized however that this strategy would see thesates as interim only. With the
completion of the RDS and the subsequent RDC poliagport in early 1997, Council would
be provided with the long term planning context with which longer term decisions
regarding the setting of development charge rates can be made.



PUBLIC CONSULTATION

The DCArequiresthat public notice begiven at least 20 daywior to thescheduling of a public
meeting to consideainy amendment to Byla®10 of 1991. Thdollowing timetable isproposed
for the review and consideration of the recommended bylaw amendments made by this report:

Notice of Public Meeting in Newspapers 11 May 96

Corporate Services and Economic Development Committee 04 June 96
(Public Meeting)

Council Meeting 12 June 96
(Review of Recommendations)

Council Meeting 26 June 96
(passing of amending Bylaw)

It is recommendedthat this report be tabled to be considered bythe Corporate Services

and Economic Development Committee at itsegular meeting of 04 June 96which will
serve as the public meeting for the purposes die Development Charges Act

FINANCIAL CONSIDERATIONS

Funds areavailable inthe Development Charge Reserve Funddutal the cost of the C.N.
Watson appointment. The use of these funds for this purpose is in accordartbe RICA

Approved by J.C. LeBelle
Finance Commissioner



ANNEX A

OFFICIAL PLAN REVIEW AND MASTER PLANS
PROPOSED TIMING

June 6, 9:00 a.m. Briefing for Regional Council on proposed RDS. Release of
Colonel By Room background reports and draft Planning and Environment Committee
(PEC) and Transportation Committee report.

June 10-21 Briefings of local Councils

June 20, 3:00-9:00 p.m. Open House/Public Meeting. The Open House will take place

Council Chambers from 3:00-7:00 p.m. following by the public Meeting
September 3 Deadline for comments to be included in report
September 24 PEC and Transportation joint public meeting and discussion on

proposed RDS and phasing - recommend to Council

October 9 Council decision on RDS and phasing

January 1997 Release of draft Official Plan

June 1997 Adoption of Official Plan by Council



ANNEX B

PROPOSED DEVELOPMENT SCHEDULE FOR NEW RDC BYLAW

October 1996
December 1996
February 1997

March 1997

April 1997
May 1997

June 1997

Council Approval of RDS
Develop and Report to Council on Area Specific Methodology
Completion of Policy Report

Public Meeting and Meetings with Area Municipalities and Development
Industry

Receipt and Consideration of Public Responses
Finalization of Policy Report and Circulation to Staff and Council

Bylaw Adoption by Council



ANNEX C

REGIONAL DEVELOPMENT CHARGE RATES
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Extract of Minute
Corporate Services and

Economic Development Committee
07 May 1996

REGIONAL DEVELOPMENT CHARGE (RDC) POLICY
REPORT - RECOMMENDED APPROACH
- Finance Commissioner’s report dated 1 May 96

Councillor van den Ham concurred witie deferral of théy-law for one year irorder to
allow conjunction withthe Regional Developmerftrategy. TheCouncillor inquired if
staff had considered any reduction or change in standards requiring such tihoags ras
construction andight standards, therefore reducing tbeerall cost. K. Kirkpatrick,
Deputy Treasurerconfirmed this would be possible when reviewitite Regional
Development Chargpolicy reportand added it was currently under revidwough the
development of th&egional Developmerftrategy. Mr.Kirkpatrick added one of the
main focuses of thRegional Developmer$trategy was to review the forecasted growth
and the infrastructure works that would be requireth&intainthe currentevel standards
as expressed in the Officilan, the costs of the workand howthey fit in the total
financial affordability.

Councillor van den Ham inquired if staff had considered a further reductite taterim

charges of more than 12%. Mirkpatrick explained staff dighot believe itwould be

prudent forCouncil toset aseries of interintharges that would b&gnificantly lesghan

whatmay be achievable iterms of what Councihay wish to dowith regard to thenany

issuesaround theRegional Developmen$trategy and théfficial Plan Review. In

addition, Mr.Kirkpatrick noted the proposed reductiaiready represented sagnificant

challengefor the planning priorities, and staff could thereforeot recommendation
anything less. In closing, Councillor van den Ham acknowledgedupport for the
report in light of the economic times.

In review, Chair Clark pointedut the original Regional Development Chargeport
indicated the charge today would be at $11,500, but was froze fourageaes $8,000 as

the growth wasot present tojustified the charge and theapital planwastoo large.
However, the Chair noted the Provincial withdrawal of its 30% share of all capital projects
put pressure on keeping the charge at a realistic level. Ther@hbedt it wasot possible

to make an intelligent decision dime Regional Development Charge uritie completion

of the Transportation Master Plan and Water and Sewer Master Plan.

Mr. Kirkpatrick emphasized he believedwis pre-mature o€ouncil toapprove a new
Regional Development Chargelicy reportuntil the Regional Developmergtrategy was
approved byCouncil andthe new Development Act was introduced by the Province, as
expected in the fall of 1996.



Extract of Minute
Corporate Services and

Economic Development Committee
07 May 1996

In response to a question from Councillditl, Mr. Kirkpatrick pointedout the study
would also focus on aregpecific developmentharges, as directed by Counailhich
represented @olicy areawhich was not well explored in Ontario and was new for the
Regional Municipality of Ottawa-Carleton.

In response to a question from Councilldunter regarding the currenhiform charges,
Mr. Kirkpatrick confirmed itcreated a furthecomplication to impose aareaspecific
charge.

Councillor Hunter expressed concern with the appointment of a consultasiatas in
recommendatiorNo. 3, to eview areaspecific darge policy prior to the Province’s
legislation comingorward. Mr.Kirkpatrick explainedhe appointment of the consultant
was based on the assumpttbat thenew Development Charges Act wouldt preclude
area specific developmentharges. Mr.Kirkpatrick added thendications from the
Province included focusing onhatkind of services could be included in a Development
Charge regarding hard and soft infrastructure. In closing, Counkillater believed it
would be best if the Region develop the new Development Ch&gésvy that was
specific to the service areas.

Moved by G. Hunter

That the new schedule of rates identified in Annex C applyniformly on a service
area basis across the Region.

The Committee agreed that Councillor Hunter’'s motion would be received and tabled with
the report and other staff recommendations to be debated at the 4 June Public Meeting.

T. Marc, Solicitor, pointedout if the Region lowered the Development Charge or
extended théength ofthe by-law, Council hadhe ability to do sowithout any external
approvals. However, he addedCibuncil decided to re-impose development charges in
centretown, it would require the approval of the Minister of Municipal Affairs.

Mr. Kirkpatrick added there were mumber of important issues the lastRegional
Development Charggolicy report thatresulted in staff recommending to Courtbiht the
use of uniform region wide charges was the most appropriate basis for Ottawa-Carleton.



Extract of Minute
Corporate Services and

Economic Development Committee
07 May 1996

In response to a question from Councilullen,Mr. Kirkpatrick pointedout an error in
the report on page 4@st paragraph. In reference to the “27% reductioresidential
building starts over th@revious year”, MrKirkpatrick confirmedthe 27% reduction was
for all building permits issued and staffere currentlytrying to identify what the
percentage reduction was in thember of buildingpermits fornew home construction.
He added he expected it would be more than Bikfn there was a 42% reduction in
actual revenues from regional development charges in 1995 over 1996.

Councillor Cullen pointed out that with the appointment of the consultant and the
production of theireport, Council would then havéhe option to review theolicy of
Regional Development Charges on an area specific methodology and on an uniform region
wide methodology.

The Committee then received and tabledréport,including CouncillotHunter’'s motion,
as follows:

That the Corporate Services and Economic Development Committee receive and
table the report with the following recommendations to be considered by the
Corporate Services and Economic Development Committee at the Public Meeting
scheduled for 4 June 96:

That the Corporate Services and Economic Development Committee and
Council approve the following:

1. The schedule for completion othe RDC policy
report and Bylaw as indicated on Annex B;

2. Amending Bylaw 210 of 1991 to delete the
expiry date and introduce the schedule ofates
identified on Annex C effective 26 June 1996;

3. The appointment of C.N. Watson and Associates,
Mississauga, Ont., tocomplete the RDC policy
report at a cost of $55,000 including all
applicable taxes;



Extract of Minute
Corporate Services and

Economic Development Committee
07 May 1996

|

The new schedule of rates in Annex C apply
uniformly on a service area basis across the

Region.

CARRIED
(Recommendations 1 - 4
were tabled until the
4 Jun Public Meeting)

(B. Hill dissented on
Recommendation No. 3)



