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Ms. Kimberley Kitteringham %
City Clerk
City of Markham

101 Town Centre Boulevard
Markham, ON L3R 9W3

Dear Ms. Kitteringham:

Re: Bill 108, More Homes, More Choice Act, 2019:
Implications for the Development Charges Act and the Planning Act

On June 27, 2019 Regional Council received your communications dated May 24, 2019
and May 30, 2019. Council aiso adopted the following recommendations:

1. Council endorse this report and Attachment 1 as the Region’s submission to the
Province in response to the Environmental Registry of Ontario (ERO) postings:
Bill 108 — (Scheduie 3) — the More Homes, More Choice Act: Amendments to the
Development Charges Act, 1997 (ERO # 019-0017) and Bill 108 — (Schedule 12)
- the More Homes, More Choice Act: Amendments to the Planning Act, 119
(ERO # 019-0016).

2. The Regional Clerk circulate this report and Attachment 1 to:

The Clerks of the local municipalities
The local Members of Provincial Parliament
The Minister of Municipal Affairs and Housing

e o0 oo

The Building Industry and Land Development Association — York Chapter
(BILD)

e. The Association of Municipalities of Ontario (AMO) and the Municipal
Finance Officers’ Association of Ontario (MFOA)

The staff report is enclosed for your information.

The Regional Municipality of York | 17250 Yonge Street, Newmarket, Ontario L3Y 671
1-877-464-9675 | Fax: 905-895-3031 | vork.ca



Please contact Edward Hankins, Director, Treasury Office at 1-877-464-9675 ext.
71644 or Sandra Malcic, Director, Long Range Planning at 1-877-464-9675 ext. 75274
if you have any questions with respect to this matter.

Sincerely,

Chri r Raynor
Regional Clerk

Attachmenis



The Regional Municipality of York

Committee of the Whole
Finance and Administration
June 13, 2019

Report of the Commissioner of Finance
and the Chief Planner

Bill 108, More Homes, More Choice Act, 2019:

Implications for the Development Charges Act and the Planning Act

1. Recommendations

1. Council endorse this report and Attachment 1 as the Region's submission to the
Province in response to the Environmental Registry of Ontario (ERO) postings: Bill
108 — (Schedule 3) - the More Homes, More Choice Act: Amendments to the
Development Charges Act, 1997 (ERO # 019-0017) and Bill 108 ~ (Schedule 12) —
the More Homes, More Choice Act: Amendments to the Planning Act, 119 (ERO #
019-0016).

2. The Regional Clerk circulate this report and Attachment 1 to:

o

2. Summary

a. The Clerks of the local municipalities
b.

C.

The local Members of Provincial Parliament
The Minister of Municipal Affairs and Housing

The Building Industry and Land Development Association — York Chapter
(BILD)

The Association of Municipalities of Ontario (AMQ) and the Municipal Finance
Officers' Association of Ontario (MFOA)

This report seeks Council endorsement of staff responses to Schedules 3 and 12 of Bill 108
the More Homes, More Choice Act. 20189 (“Bill 108"). Schedule 3 pertains to the

Pt e B

Development Charges Act, 1997. Schedule 12 pertains to the Planning Act, 1990, Detailed
staff comments are provided in Attachment 1.

Key Paints:

» Bill 108 was tabled on May 2, 2019 and proposed amendments to 13 statutes

» Staff responses to Schedules 3 and 12 were submitted to Ontario’s Environmental
Registry on May 31, 2019 prior to the June 1, 2019 deadline

Bili 108, More Homes, More Choice Act, 2019: Implications for the Development Charges Act and the Planning Act
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= Bill 108 is pending Royal Assent in June

s Bill 108 makes changes to municipal land use planning and how growth-related
infrastructure and community services are funded

» York Region shares the Province’s commitment to ensuring housing supply and
improving affordability. However staff have significant concerns that the Bill could
undermine the Province’s central objective of bringing housing oniine faster, and
restrict the ability for municipalities to pay for vital infrastructure

* The regulatory framework necessary to implement Bill 108 shouid be developed in
partnership with municipalities

3. Background

On May 2, 2019 the Province tabled Bill 108, the cornerstone of its Housing
Supply Action Plan

In November 2018, the Province announced its intention to develop a Housing Supply Action

Flan ("Action Plan”) aimed at addressing challenges and barriers to new home ownership
and rental housing.

On May 2, 2019, the Province tabled Bill 108, as the cornerstone to the Action Pian. The Bill

contains extensive legislative changes to the planning approval process and mechanisms for

funding growth-related infrastructure. Bill 108 amends 13 statutes including those dealing

with conservation authorities, development charges, environmental assessments, the Local

Planning Appeal Tribunal (previously known as the Ontario Municipal Board - OMB), and
land use planning.

Staff comments on changes to the Environmental Assessment Act, 1990 and the
Conservation Authorities Act, 1990, were provided separately and Council is receiving

memoranda on those comments on this agenda. Neither consolidated staff comments, nor a
consolidated report to Council, on Bill 108 was possible as there was no formal consultation
mechanism on the overall Bill. Individual parts and schedules were released for comment on

the Environmental Registry with different commenting periods.

Staff comments on Schedules 3 and 12 of Bill 108 were submitted to the
Province on May 31, 2019 to meet the comment deadline

The Province provided a 30 day commenting period for Schedules 3 and 12 of the Bill, which

dealt with development charges and land use planning respectively. York Region responded
with a joint letter from the Commissioner of Finance and Regional Treasurer and the Chief

Planner (Attachment 1). Due to the short timeframe, it was not possible to bring the staff
response o Regional Council for endorsement prior to submission through the
Environmental Registry on May 31, 2019. Should Council have any additional comments,
staff will forward them to the Province.

Bill 108, More Homes, More Choice Act, 2019: tmplications for the Development Charges Act and the Planning Act

2



An interdepartmental effort was undertaken to provide feedback on those Schedules of the
Bill. In addition, staff consulted with local and neighboring municipalities, the Association of
Municipalities of Ontario (AMO), and the Municipal Finance Officers’ Association of Ontario
(MFOA) and the Regional Planning Commissioners of Ontario (RPCO) in developing the
responses.

York Region has also submitted comments on other schedules of Bill 108

Attachment 2 to this report summarizes staff comments on other sections of the Bill. Staff
are supportive of some changes, such as removing the requirement for low risk projects to
undertake environmental assessments (under the Environmental Assessment Act, 1990).

In other instances the changes have little to no impact on the Region, such as those
amendments to the Education Act, 1990, Environmental Protection Act, 1990 or the
Workplace Safety and Insurance Act, 1997. Some of the changes through Bill 108 directly
impact the Region’s local municipalities, such as those to the Ontario Heritage Act, 1990.
Staff will continue to monitor the progress of these Schedules and any changes that may
anse and update Council as necessary.

Bill 108 is pending Royal Assent following umendments at Standing Committee

At Standing Committee on Bill 108, Schedule 3 (Development Charges Act, 1 887) was
amended so that paramedic services (referred to as ambulance services) can continue to be
an eligible service. In addition, development charge payments for non-profit housing will now
be phased over 21 equal annual payments, beginning at the earlier of occupancy permit or
first occupancy of the development. No further changes were made to Schedule 12 of the Bill
(Planning Act, 1990). The changes at Standing Committee do not alter staff concerns with
the Bill (as outlined in the report and Attachments 1 and 2).

Bill 108 is pending Royal Assent in early June. While some of the Scheduies {(or portions of
the Schedules) will come into effect on the date of Royal Assent, others will come into effect
on a date to be named by proclamation of the Lieutenant Governor.

Much of what Bill 108 changes will be clarified and come into force through
requlations

Many of the changes through Schedules 3 and 12 of Bill 108 will require new or updated
regulations. Through conversations with the Province, these regulations are expected to be
developed over the coming summer months. Staff have asked that the Province provide a
minimum 90 day commenting period once the regulations are released and to work with staff
to develop the content. In the event that the commenting period is shorter than the
requested 90 days, staff will work with these time constraints and report to Council after
comments were submitted.

8ill 108, More Homes, More Choice Act, 2019: Implications for the Development Charges Act and the Planning Act 3



4. Analysis

York Region shares the Province’s commitment to ensuring housing suppiy ond
improving affordability however the proposed chunges could counter the
Province’s central objective of bringing housing online faster

With a five year supply of registered and draft approved housing units and a 20 to 23 year
supply of designated land, York Region has a healthy housing supply to accommodate
growth. Despite this, York Region currently has a shortage of affordable housing options.
increasing housing prices are largely influenced by both supply and demand based
pressures, some of which are beyond a municipality’s control.

While staff are supportive of some of the changes in Bill 108, much of the proposed changes
do not assess and consider all factors that impact housing supply and cause affordability
challenges. It is uncertain how some of the proposed changes will result in achieving the five
main objectives of Ontario’s Housing Supply Action Plan (Speed, Mix, Cost, Rent and
innovation). The Region is committed to working expeditiously with the development
industry, the Province and its affiliated agencies and other partners in order to advance these
objectives.

Regional staff are supportive of positive elements of Bill 108

Bill 108 contains extensive legislative changes focusing on the five themes of speed, cost,
mix, rent and innovation aimed at improving housing supply and affordability.

Regional staff support positive changes within Bill 108 such as:

» removing the requirement for low risk projects to undertake environmental
assessments

» appointing mare Local Planning Appeal Tribunal adjudicators to deal with appeals

* the removal of the 10 per cent discount for determining development charges for
eligible services

Bill 108 repeals significant amendments made to reform the land use planning
and appeals systems

Bill 108 makes changes to the Planning Act, 1990 including reduced approval timelines,
expanded grounds for appeal and reintroduction of de novo hearings at the discretion the
Local Planning and Appeals Tribunal (LPAT). Shorter timelines and proposed LPAT
changes will limit the ability to obtain meaningful pubiic and stakeholder input and reduce the
decision making authority from local councils upon appeal. In addition to staff comments,
Attachment 1 to this report provides previous Council positions on OMB reform.

Bili 108, More Homes, More Choice Act, 2019: implicaticns for the Development Charges Act and the Planning Act 4




Staff also expressed concerns with:

« limiting the application of inclusionary zoning policies to Major Transit Station Areas
("MTSAs") and areas where a development permit system are in place

= whether implementation of a development permit system will expedite approvals
given the amount of detailed up-front work required by municipalities

» the repeal of parkland bylaws and parkland condition to approval of plan of
subdivision

Improved land-use planning processes could have been achieved without the
chunges through Schedule 12 of Bill 108

In the staff response to the Province a number of alternative approaches to streamline the
land-use planning process have been recommended by staff, including:

» consolidating Environmental Assessment Act, 1990 and Planning Act, 1990
approvals

« simplifying/reducing the complexity of the official plan processes

+ respecting local decision making by restricting the basis of appeals to conformity
matters and prohibiting de novo hearings

Changes to the Development Charges Act, 1997 may create significant financial
risks and could delay infrastructure investments

Amendments to the Development Charges Act, 1997 manifestly change the way growth-
related infrastructure is funded. These changes are anticipated to reduce development
charge collections, increase financial risks, and create a greater administrative burden on the
Region. By moving away from the principle of growth paying for growth, these changes could
delay infrastructure investments and slow the delivery of housing supply. Specific concerns
include:

» freezing development charge rates at site plan application or zoning amendment
application could delay the construction of, and increase the debt risks associated
with, growth-related projects not currently in the Region’s Development Charge Bylaw
such as the Yonge Subway Extension

» freezing development charge rates without a deadline to construct does not
encourage the timely delivery of housing supply

¢ delaying and phasing the payment for prescribed classes of development charges
results in cash flow challenges, and creates debt pressure for municipalities

« administration of delayed and phased payments would necessitate additional staff
resources. If municipalities cannot recover these costs from growth, this would be a
direct impact on property taxes

* anumber of Regional services would no longer be eligible for development charge
funding despite being growth related and their importance to building complete
communities

Bill 108, More Homes, More Chaice Act, 2019: implications for the Development Charges Act and the Planning Act 5



Staff response highlighted proposals thet could achieve cost certainty for
stakeholders while proteciing municipai fiscai heaith

In response to the Province’s invitation to comment, staff recommended a number of actions
that could address concerns regarding cost certainty while maintaining municipal fiscal health
and supporting delivery of needed infrastructure.

Some of those key recommendations are:

* ensuring a fairer sharing of risks by providing municipalities with ability to collect full
or partial payment of development charges at site plan or zoning amendment
application

= targeting the delayed and phased payment program to purpose-built rentat and non-
profit housing development, and providing municipalities with the ability to secure
their interests

» addressing the funding mechanisms for the growth-related portion of Yonge Subway
Extension through regulations

e ensuring municipalities have sufficient time to adopt a new development charge
bylaw and community benefits charge bylaw in accordance with Bill 108

Many key detuils regarding Biil 108 will be provided through regulations

While Bill 108 is pending Royal Assent, a number of key issues have yet to be determined. it
is expected that further clarity will be provided in the forthcoming regulations.

Some of the key issues requiring further regulatory clarity include:

« transition provisions

» rules relating to the freezing of development charge rates and phasing in of
development charges for prescribed classes of development

» list of services eligible for development charge recovery
* the implementation and administration of the community benefits charge
» rules relating to development charge exemptions for secondary suites

Comments provided to the Province, under Bill 108, are aligned with o number
of Vision 2051 Goal Areas

Detailed comments provided to the Province in Attachment 1 are aligned with many of the
Region’s Vision 2051 Goal Areas, inciuding:

» open and responsive government
« liveable cities and complete communities

e living sustainably

Bill 108, More Homes, More Cheice Act, 2019: Implications for the Development Charges Act and the Planhing Act g




5.

+ a place where everyone can thrive
« appropriate housing for all ages and stages

Financial

It is expected that Schedules 3 and 12 of Bill 108, once in force, will result in
significant development charge shortfall and debt pressures for the Region

Development charges are a highly variable source of revenue that is dependent on the
housing market and non-residential development. The level of collections is the key driver of
the Region’s capacity to fund growth infrastructure and its overall debt levels. The Region's
current 10 year capital plan is dependent on the assumption that, on average, $380 million of
development charges will be collected annually. Of this amount, approximately $290 million
is needed annually to pay the principal and interest on existing development charges debt.
The remainder of about $90 million would be available annually to construct new growth-
refated projects.

While the impact of Bill 108 cannot be fully assessed until the regulations become available,
early analysis suggests that, once Bill 108 is in force, there could be an estimated
development charge shortfall in the order of $300 million over five years. The impact of this
shortfall could require deferrals of growth-related infrastructure projects to avoid taking on
unsustainable debt levels. This could result in delayed development which would be counter
to the Province’s objective of accelerating housing supply.

Staff will continue to review and assess the fiscal impact of the other changes through Bill

108 and report back to Council as necessary.

Local Impact

Bill 108 affects all of the local municipalities

Bill 108, through its amendments to 13 statutes, impacts all of the Region’s local
municipalities. Specifically, Schedules 3 and 12, dealing with land use planning and
development charges have a direct impact an how local municipalities will continue to grow
and how they are to fund that vital infrastructure required to accommodate that growth.

Conclusion

Staff continue to advocute for a partnership with the Province in developing the
accompunying regulatory framework ussociated with Bill 108

Bill 108 was an omnibus bill that, amongst other areas, changes land use planning and how
growth-related infrastructure is funded. While Bill 108 is pending Royal Assent, much is stjll
left to be determined through the enabling regulations. Staff hope to work with the Province

Biil 108, Mere Homes, More Choice Act, 2019: Implications for the Development Charges Act and the Planning Act 7



in order to develop a regulatory framework that strikes an equitable balance between the
needs of development industry and the concerns of municipalities.

For more information on this report, please contact Edward Hankins, Director, Treasury
Office at 1-877-464-9675 ext. 71644 and/or Sandra Malcic, Director, Long Range Planning at
1-877-464-9675 ext. 75274. Accessible formats or communication supports are available
upon request.

Recommended by:

Laura Mirabella, FCPA, FCA
Commissioner of Finance and Regional Treasurer

Paui Freeman, MCIP, RPP
Chief Planner

Approved for Submission:

Bruce Macgregor
Chief Administrative Officer

June 6, 2019
Attachments (2)
9636628
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Attachment 1

May 31, 2018

. g@ Finance Department

John Ballantine, Manager
Municipal Affairs and Housing
Municipal Finance Policy Branch
13th Floor, 777 Bay St.

Toronto , ON, MG 2E5

And to.

Planning Act Review - ERGC#: 019-0016
Provincial Planning Policy Branch

13" Floor, 777 Bay St.

Toronto, ON M5G 2E5

Dear Mr. Ballantine,

Re:  York Region Staff Comments in Response to Bill 108 - More Homes, More Choice
Act, 2019 - ERO # 019-0017 and ERO # 019-0016

On May 2, 2019 the Province introduced Bill 108, the More Homes, More Choice Act. 2019, Bil
108 proposes amendments fo 13 statutes and forms the cornerstone of the government's
Housing Supply Action Plan. Due to the short 30 day consultation period, it was not possible o
bring the attached staff response to York Region Council for endorsement. Should Council have
any additional comments staff will forward them to the Province at a later date. Detailed staff
comments can be found in the attachments.

Regional staff calls upon the Government of Ontario to extend the commenting period for
Bill 108 and to consult municipalities in the development of the regulations

On May 18", 2018, York Region Council carried forward a motion to urge the Government of
Ontario to halt the legislative advancement of Bill 108 to allow the Region and all municipalities
to provide meaningful and constructive feedback. The Region has a long history of warking with
the Province and the development industry to create innovative selutions in the public interest,
We look forward to continuing this productive partnership.

Regional staff request that the Province extend the commenting period until the first Fall sitting
on standing orders of the Provincia! legislature — September 9, 2019. This would allow sufficient
time to conduct a more thorough analysis of the proposed changes, and ensure that objectives
for sound decision making for housing growth that meets local needs will be reasonably
achieved.

Regional staff request that the Province consult municipalities in the development of the
reguiations and provide a minimum 80 day commenting period. In doing so, this may help
mitigate some of the concerns expressed by staff in this letter and the Attachments.

The Regional Municipality of York, 17250 Yonge Streat, Newmarket, Ontario L3Y 871
Tef 905-895-1231, 1-877 464-8675 Fax: 905-855-6079
internet: www york.ca



May 31, 2019 2
York Region Staff Comments in Response ta Biil 108

Regional staff are supportive of positive elements of Bil} 108

Bill 108 contains extensive legislative changes focusing on the five themes of spaed, cost, mix,
rent and innovation aimed at improving housing supply and affordability. Regional staff support
positive changes within Bill 108 such as;
= remaoving the requirement for low risk projects to undertake environmental assessments;
e appointing more Local Planning Appeal Tribunal adjudicators to deal with appeals; and
v the removal of the 10 per cent discount for determining development charges for eligible
services,

There are opportunities to achieve efficiencies within the existing planning and appeals
process

B 108 proposes exiensive changes to the Pianning Act, 1990 including significantly reduced
approval timelines and expanded scope and jurisdiction of the Local Planning and Appeals
Tribunal. Staff have concerns that shorter timelines and proposed Local Planning Appeals
Tribunal changes will limit the ability to obtain meaningful public and stakeholder input.

Staff have identified alternative approaches to streamiine the land-use planning process
including:
o consolidating Environmental Assessment Act, 1990 and Planning Act, 1990 approvals;
« simplifying/reducing the complexity of official planning processes; and
° Tespecting local decision making by restricting the basis of appeals to conformity matters
and prohibiting de novo hearings.

Bill 108 creates a number of significant financial risks and could delay vital infrastructure
invesitments

Bill 108, through its changes to the Development Charges Act, 1997, manifestly changes the
growth funding mechanism. These changes are anticipated to reduce development charge
collections, which place significant financial risks and a greater administrative burden on the
Region. The changes also fail to adequately incent the development industry to do their part. By
moving away from the principle of growth paying for growth, these changes could delay
infrastructure investments and slow the delivery of housing supply. Specific concerns include:

o Freezing development charge rates at site plan application or zoning amendment
application could delay the construction of, and increase the debt risks associated with,
growth-related projects not currently in the Reglon's Development Charge Bylaw such as
the Yonge Subway Extension.

= Freezing development charge rates without a deadline to construct does not encourage
the timely delivery of housing supply.

o Delaying and phasing the payment for prescribed classes of development results in a
significant cash flow challenge and creates debt pressure for the Region.

* Administration of the delayed and phased payments would necessitate additiona!
staffing needs. If municipalities cannot recaver these costs from growth, this would be a
direct impact on propenty taxes.

¢ A number of Regional services would no longer be elfigible for development charge
funding despite their importance to building compiste communities.



May 31, 2019 k!
York Region Staff Comments in Response to Bilt 108

Early analysis shows that Bill 108, if passed, could reduce the Region's development charge
collections by the order of $300 million over the next five years. Ultimately, the cost to the
Region in terms of higher development charge debt and borrowing costs would be passed onto
future development through upward pressure on rates. Any project with funding needs not
recovered through development charges or the Community Benefits Charge would need to be
reconsidered or addressed through the Region's tax levy, which has an impact on housing
affordability.

Region Staff are proposing specific and balanced recommendations atmed to increase
development cost certainty while protecting municipal fiscal health

There are opportunities to address concerns regarding cost certainty while also maintaining
municipal fiscal health and supporting the delivery of needed infrastructure. Key staff
recommendations are highlighted below:
® ensuring a fairer sharing of risks by providing municipalities with the ability collect full or
partial payment of development charges at site ptan or zoning amendment application;

e targeting the delayed and phased payment program to purpose-built rental and non-
profit housing development, and providing municipalities with the ability to secure their
interests:

© addressing the funding mechanisms for the growth-related portion of Yonge Subway
Extension through regulations; and

= ensuring municipalities have sufficient time to adopt a new development charge bylaw
and community benefits charge bylaw consistent with Bill 108.

With a five year supply of registered and drait approved housing units, York Region has a
healthy housing supply to accommodate growth. Regional staff are committed to working
expeditiously with the development industry, the Province, agency and other pariners to
advance development approvals that are in the public interest. York Region staff would be
happy to discuss these comments further with Provincial staff.

For questions regarding the above and attached comments, please contact Laura Mirabella
Laura Mirabella@vork.ca. or Pau!l Freeman Paul Freeman@york.ca.

Laura Mirabella, FCPA, FCA Paul Freeman, MCIP, RPP,
Commissioner of Finance and Regional Chief Planner

Treasurer Planning and Economic Development
The Regional Municipality of York The Regional Municipality of York

Attachments (2)



Attachment |
York Region Staff Comments on Schedule 3 and Schedule
12 (as it relates to the new Section 37 of the Planning Act,
1990) of Bill 108, the More Homes, More Choice Act, 2019

General Comments

York Region is a responsible and accountable order of government

York Region is a responsible and accountable order of government. With a five year
supply of registerad and draft approved housing units and 20 to 23 year supply of
designated land, York Region has a healthy housing supply to accommodate growth.
The Region is committed to working expeditiously with the development industry, the
Province and its affiliated agencies and other partners in order to advance development
approvals that are in the public interest.

The prescriptive nature of the changes under Bill 108 does not distinguish between
municipalities; however each municipality in the Province is different. To treat all 444
Ontario municipalities the same does not recognize the significant strides and efforts
some municipalities, like the Region, have made in increasing housing supply, creating
an environment conducive to development and cultivating a culture of engagement and
transparency with the development industry.

The Region continues to welcome a dialogue with the Province to ensure the benefits
and risks associated with increasing housing supply are fairly shared between
municipalities and the development industry.

While the Region is supportive of efforts to improve housing affordability, Bill 108
could create unintended consequences that are counterproductive
The Region of York supports the positive changes within Bill 108 such as:
1. removing the requirement for low risk projects to undertake environmental
assessments;
2. appointing more Local Planning Appeal Tribunal adjudicators to deal with
appeals;
3. streamlining the planning process provided that the planning processes are
streamiined at both the provincial and local levels:
4. the removai of the 10% discount for determining development charges for hard
services.



However, proposed changes to the growth funding mechanism could place significant
financial risks and administrative burden on the Region. The Reglon is making
significant infrastructure investments to support growth. In February of this year, York
Region Council approved a 10-year $6.8 billion capital plan, of which $3.76 billion is for
growth-related infrastructure. This includes $705 miliion on road widening and
approximately §1.4 billion in water and wastewater projects over the 2019 to 2028
period. These investments are substantially funded through development charges. The
Bill, If it becomes law, will create a structural disconnect between costs incurred by the
Region and revenues received. This could result in:

= Approximately $300 million in reduced development charge collections over the
next five years (2018 to 2023)

¢ Delays in the construction of vital growth-related infrastructure such as Upper
York Sewage Solutions, North East Vaughan Water and Sewage Servicing, and
West Vaughan Water and Sewage Servicing (Phases 1 and 2), that could
ultimately slow housing development

« Significant challenges to fund the Region share of the Yonge Subway Extension,
a priority rapid transit project of Region-wide importance.

Development charges are an important funding source premised upon the principle of
growth paying for growth. Regional development charges represent approximately five
per cent of new housing prices. Limiting the ability of municipalities to recover growth-
related infrastructure costs through development charges would not substantially
address the issue of housing affordability.

The 30 day commenting period on Bill 108 should be extended so that
municipalities may conduct a thorough analysis on its impact

Bili 108, the More Homes, More Choice Act, 2019 ("Bill 108") was tabled on May 2,
2019 and municipalities were provided with a commenting period that ended on June 1
2018 (which is a Saturday). The omnibus Bill proposes to amend 13 statutes including
making fundamental changes to the planning and development charges regime in the
Province.

£

In order to fully appreciate the implications of the changes and provide constructive
feedback that is emblematic of our partnership with the Province, additional commenting
time is necessary. In addition, many key details regarding the mechanics of Bill 108 will
be provided in regulations. Municipalities should be consulted on the development of
these regulations.



In order to address these concerns, staff recommend the following:

« The commenting period be extended until the first fall sitting on standing
orders of the Provincial legisiature - September 9, 2019
» Inthe altemative, the deadline be extended an additional 60 days,
for a total commenting period of 90 days

»  The Province consult with municipalities, and other interested
stakeholders, in the development of related regulations and provide a
minimum 90 day commenting period

Staff Comments on Schedule 3 and Schedule 12 (as it relates to the
new Section 37 of the Planning Act, 1990}

The freezing of development charge rates could constrain the Region’s ability to
fund vital growth-related projects and increase the Region’s debt risk

Currently, development charges are calculated at the prevailing rate as at date of
building permit issuance, unless the development proceeds by plan of subdivision or an
agreement is entered into stipulating an earlier or later date.

Under Bill 108, development charge rates would be ‘frozen’ at an earlier point in the
development process, that being when an application for a site plan or zoning approval
is made. This provision severs the connection between the cost of infrastructure needed
to service growth and the rates charged. This proposed change could impact virtually all
development in the Region. As a minor zoning change could activate the ability to lock-
in rates, there is the potential for abuse.

The ‘freeze’ to development charge rates is intended as a measure to provide more cost
certainty to developers. However, freezing development charges, potentially many
years before development occurs, means that the development charge rates paid would
not reflect the actual costs incurred and the projected needs of growth. This could limit
the Region's ability to fund vital growth-related projects identified in the Region's 2041
Master Pian, which was developed in consultation with the development ind ustry. The
Region’'s current development charge bytaw has a forecast horizon of 2031, and does
not capture the numerous projects needed to support growth beyond that horizon,



The Region has entered into agreements to have the developing landowners fund
certain infrastructure and provide development charge credits as the lands are
developed. It is unclear how the Region can honor these commitments given the new
rate structure,

There are other ways of increasing cost certainty to developers while also ensuring that
municipalities do not bear all of the risks. For example, in order to secure a rate at site
plan application, developers could provide full or partial payment. This affords
municipalities with greater financial certainly to implement its capital plans. [t wili also
discourage frivolous applications which add administrative burden and could slow down
the approval process.

In order to address these concerns, staff recommend the folfowing:

= That the Province further amend section 26 of the Development Charges
Act, 1997 such that for those developments requiring site plan or zoning
application, payment, or partial payment, be required at that application
o That this full, or partial, payment, due at site plan or zoning
application, is a condition of registration or site plan approval

The funding mechanism for the Yonge Subway Extension may need to be
addressed separately through regulations

Yonge Subway Extension, for which the Province recently announced partial funding, is
not in the Region’s Development Charge Bylaw. Allowing developers to lock in current
development charge rates would mean that many of those benefiting from the Yonge
Subway Extension could evade rate increases to pay for it. In other words, growth is not
paying for growth, and funding the Region's share of this priority project would be a
much greater challenge. This could have the unintended consequence of limiting future
housing supply, and increase the Region’s debt risks. Staff recommend that regulfations
be developed for the Yonge Subway Extension such that growth-related costs
associated with this project can be appropriately recovered from growth.



In order to address these concemns, staff recommend the following:

That the Province prescribe that the Yonge Subway Extension be an
eligible service for which development charges may be imposed
= That, as it relates to the Yonge Subway Extension, provisions
related to the development charge rate calculation, amount of
charge, and payment be prescribed through regulations

That the Province further amend the new section 26.1 and 26.2 such that
they do not apply to development charges imposed to pay for r the growth-
refated portion of the Yonge Subway Extension and that full payment of
those charges be payable in accordance with section 26

Freezing development charge rates without a deadiine to construct will not

incentivize the speedy delivery of housing supply

Aliowing developers lo jock in rates without making a financial contribution does nothing
to promote the speedy delivery of housing supply. Bil! 108 could be strengihened by
setting a clear deadline for when developers must commence construction after jocking
in rates. The prescribed interest rate should also be set high enough to incentivize

speedy delivery of housing.

In order to address these concems, staff recommend the following:

» That, as it relates to the new subsection 26.2(1)(a) and (b), the Province
prescribe a time period not greater than five years between the
applications referred to in subsection 26.2(1)(a) and (b) and building
permit issuance

= That, when that five year time period is not met, development
charges be payable in accordance with section 26

s That, as it relates to the new subsection 26.2(5)(a) and (b), the Province
prescribe that the time period between application approval and building
permit/date the development charge is payable be no more than two years

o That, for the purposes of the new subsection 26.1(7) and 26.2(3), the
Province prescribe an interest rate that is greater than that which is
charged by the Bank of Canada, such as the Prime rate




Delayed and phased payments will create significant cash flow challenges, and
debt pressures burden for the Region

Bili 108 proposes fo allow non-residential development, rental housing and non-profit
housing to delay and phase payments. For these classes of development, development
charges would be paid in equal annual instaliments, beginning at the earlier of
accupancy permit or first occupancy of the development, and continuing for the ensuing
five years (in the case of first occupancy, it is the developer who must notify the
municipality of occupancy within five days of first occupancy).

Development charges are a highly variable source of revenue that is dependent on the
housing market and non-residential development. The leve! of collections is the key
driver of the Region’s capacity to fund growth infrastructure and its overall debt levels.

Non-residential development historically accounts for 18 per cent of development
charge collections. The delayed and phased payments could create a cash flow
challenge on the order of $300 million over the next five years.

The Region’s current 10 year capital plan is dependent on the assumption that $380
million in average annual development charges can be achieved. Of this amount,
approximately $290 million annually is needed to pay for principle and interest on
existing development charges debt. The remainder is available to construct new growth-
related projects. The cash flow challenge created by the delayed and phased payments
translates directly to delays in funding for growth-related projects, if the Region is fo
continue its prudent efforts to reduce debt.

Deferred and phased payments should be targeted to purpose-built rental and
non-profit housing development

While the Region has a healthy housing supply, it is facing shortages in rental housing
supply. Encouraging rental and non-profit housing supply has the best apperunity to
help address housing affordability in the Region. Bill 108 could be clarified to ensure
that only developments that are registered as rental developments can qualify for
deferred and phased payments. This is to ensure that rental buildings stay as rental
over the long term, rather than converting into condominiums.

Itis unclear why a housing plan, and its enabling Bill, premised upon improving housing
affordability and increasing housing supply, would address non-residential development.
Municipalities should retain the flexibility to devise incentives to promote non-residential
development that suit their local circumstances. York Region has the mandate to
advance such economic development strategies and has worked with its local
municipalities and stakeholders to do s0. York Region offers various development
charge deferral programs to eligible non-residential developments.



The Bill should also be clarified to ensure that a mixed-use development, may only
defer and phase development charges payable for the portion of development that is in
the prescribed class (e.g., rental, nen-profit housing).

in order to address these concerns, staff recommend the following:

» The Province strike institutional, industrial and commercial development as
permitted classes under subsection 26.1(2)

 That the Province amend the new section 26.1 defining rental to be a
registered rental development and that it be operated as a rental for a
minimum of 25 years

¢ That the Province amend the new section 26.1 to permit municipalities fo
register a restrictive covenant on title, requiring the development be
aperated as a rental

= That the Province amend the new section 26.1 and clarify that a mixed-
use development, a portion of which is not a prescribed class, not be
permitted to avall itself of this deferral for the portion of the development
that is not a prescribed, eligible class

The Bill should ensure that in cases of delayed payments, municipalities could
secure its interests

Currently, a condition of building permit issuance is the payment of development
charges. Bill 108 proposes to permit developers, in prescribed classes {section 26.1), to
build and then phase in their payment beginning at occupancy permit or first occupancy.

This presents municipalities with potential challenges when it comes to recovering
development charges in instances where the development is sold/transferred (or the
developer ceases operations). it is possible that a development could build and then se!l
to another entity, prior to occupancy. The new owner/purchaser may be unaware of the
outstanding development charge obligation without a registered agreement. Under this
scenario, while the Region could put the development charges on the tax roll, there is
no guarantee they would be collected. This represents a financial risk to the Region
whereupon development charges are not collected, which puts additional pressures on
the tax levy and user rate. In addition, the administration requirements of this process
would be significant.



it remains unclear if the phased payment plan (akin to a deferral) can be secured orif a
cendominium operating as a rental can qualify. It is also unclear if this phased payment
can apply to mixed-use development (e.g., condo and office). Under Bili 108
municipalities can charge interest, however again the raie has yet to be prescribed.

In order to address these concerns, staff propose the following:

= Noted previously: The Province strike institutional, industrial and
commercial development as permittad classes under subsection 26.1(2)

= That the Province amend the new section 26.1 such that any phased
payment/deferral under this section require an agreement, stipulating an
agreed upon interest rate (not prescribed) and that the municipality can
take security
= That the Province amend the new section 26.1 to permit these
agreements be registered on title

« That the Province strike the following from the new subsection 26.1(3) "the
earlier of" and, "and the date the building is first occupied”
» That the Province strike the new subsection 26.2(5)(6) — notice of
occupation and failure to provide notice

+ That the Province amend subsection 5(3) of the Development Charges
Act, 1997, adding a new paragraph: Costs to manage the processing and
collection of the payments under the new section 26.1

Schedule 3 of Bill 108 should be amended to ensure that municipalities have
sufficient time to adopt a new development charge bylaw and Community
Benefits Charge Bylaw consistent with the bill

Bill 108 proposes changes to when development charge rates are determined, when
development charges are payable, what growth-related costs can be funded, and how.
In addition, the Community Benefits Charge must be implemented through a new
process. These are fundamental changes to the development charge regime.

The Bill should be amended to ensure that municipalities have sufficient time to adopt
the needed bylaws. If the ‘freezing’ of development charges and delayed and phased
payments are permitted at a time prior to a community benefits charge and new
development charge bylaw being in place, municipalities could suffer financially. In
York Region, the typical development charge bylaw update takes 18 months to two
years to complete,



In addition, Bill 108, as tabled, has transition provisions that could result in different
sactions coming into force on different dates. The More Homes, More Choice: Ontario’s
Housing Supply Action Plan speaks to “excessive red tape and administrative burdens
that make no sense”. Having the potential for multiple transition periods creates an
administrative burden for municipalities and increases the complexity of the
development process.

In order to address these concerns, staff propose the following:

= The transition period for all paris of Schedule 3 to the More Homes, More
Choice Act, 2019 be on the date a municipality’s next development
charge bylaw comes into force

= inthe aiternative, all parts of Schedule 3 to the More Homes, More
Choice Act, 2019 not be in effect until June 2, 2021 (two years after
the proposed commenting period ends)

Services that are currently eligible for development charge recovery should
continue to be eligibie

The Development Charges Act, 1997 through Ontaric Regulation 82/98 note which
services are ineligible for development charge funding. Bill 108 proposes to amend
Subsection 2(4) of the Development Charges Act, 1997 and prescribe those services
eligible for development charge funding. Those Regional services still eligible for
development charges include, water and wastewater, roads, policing, Toronto York
Spadina Subway, transit, GO Transit, and waste diversion {which is no longer subject to
the 10 per cent statutory deduction).

As z result of the proposed change, Regional services that would no longer be eligible
for development charge funding would be: paramedic services, public health, senior
services-capital component, social housing, and court services. These services, and the
funding that helps facilitate them, are vital to building a vibrant and growing Region.
These services should continue to be eligible for deveiopment charges. It is unclear
whether if and to what exient, these services are eligible for the proposed community
benefits charge. '

While the Region is supportive of removing the statutory deduction, prescribing services
eligible for development charges within the Development Charges Act, 1997 is more
restrictive than if that list resided in the reguiations. At some point a municipality may
need to add services and it is more difficult to do so through legislative change than it
would be through reguiatory change. Provincial legistation related to municipal
governance should be enabling and permissive.



To address these concerns, staff propose the following;

» That the Province strike the new subsection 2(4)
= Inthe alternative, that the Province amend the wording in the new
subsection 2(4) and replace it with: “a development charge by-law
may impose development charges to pay for increased capital cosis
required because of increased needs for a service that is prescribed
as an eligible service for the purposes of this subsection®

» That the Province amend subsection 60(1) such that: “The
Lieutenant Governor in Council may make regulations, orescribing
services as eligible services for the purposes of subsection 2 {4}

= That the Province prescribe, through regulation, those services
eligible for development charges to pay for increased capital costs
required because of increased needs and that Yonge Subway
Extension, social housing, court services, public services, senior
services, paramedic services be added to that list (the list of which
is currently prescribed in subsection 2(4) of Schedule 3 to the More
Homes, More Choice Act, 2019)

The Community Benefits Charge should mirror that of development charges
Bili 108 proposes that a community benefits charge, through a Community Benefits
Charge Bylaw, is proposed as a new provision that could be used to recover costs no
longer eligible for development charges. This new tool also replaces existing density

bonusing provisions in exchange for community benefits under Section 37 of the
Planning Act, 1990.

The Development Charges Act, 1997 established a methodology and process for
attributing and recovering growth-related costs from growth. Key elements of the
Community Benefits Charge should mirror that of development charges.

Uniike development charges, Bill 108 prescribes that the maximum quantumof a
community benefits charge payable, on a development, shall not exceed an amount
equal to the prescribed percentage of the value of the land as of the day before the day
the building permit is issued in respect of the development.
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The community benefits charge should not be linked to land value. The recovery of
growth-related costs should be based on the best estimate of the draw on services due
to growth. Land value can change significantly over time, and has no relation to draw on
services, or the cost of providing those services. Capping the charge could result in
funding shortfalls, In addition, it is unclear how would the cap be implemented in a two-
tier jurisdiction such as the Region, where land values vary significantly among its nine
tocal municipalities. Any casts that are not recaovered from growth would create
additional pressures on the tax levy and would represent a shift from the premise that
growth pay for growth.

Bilt 108 also proposes that all monies received under a Community Benefits Charge
Bylaw must be paid into a special account and the municipality must spend, or allocate,
80 per cent of the monies in the special account each year. Unlike operating
expenditure, capital expenditures could vary significantly from year to year.
Municipalities should have the flexibility to allocate (or spend) monies in the special
account based on sensible capital budgeting practices. In addition, it is unclear what the
impact of non-conformity with this clause will be.

To address these concerns, staff recommend the fallowing:

= That the Province strike subsection 37(12) — maximum amount of community
benefits charge and then strike the associated subsections that follow

+ That the Province strike subsection 37(27) pertaining ta the requirement to
spend or allocate at least 60 per cent of the monies in the special account at
the beginning of the year

The proposed process to levy a Community Benefits Charge could create
additional administrative burden on municipalities

Bill 108 prescribes that, prior to passing a Community Benefits Charge Bylaw, the
municipality shall prepare a Community Benefits Charge Strategy that identifies the
facilities, services and matters that will be funded by the charges and complies with any
prescribed requirements. Municipalities are also required to consult with appropriate
stakehaolders in the development of the Strategy. These additional requirements create
an administrative burden, and add additional costs to municipalities. Currently it is
unclear if the costs associated with the development of a community benefits charge
bylaw will be eligible for recovery under these charges. If not, this creates additional
pressures on a municipality’s tax levy.

11



A rigorous and transparent reporting process already exists for development
charges

An underlying premise for the creation of the community benefits charge is increased
transparency for stakeholders. It should be remembered that the development charge
calculation and reporting process is already rigorous and was made even more rigorous
through Bill 73, Smart Growth Smart Growth for Our Communifies Act, 2015,

Requirements under the Development Chares Act, 1997 premised on transparency,
inciude:

« Reguirement to complete a development charge background study that includes
the costs, methodologies and assumption used to establish the development
charge raies

* Requirement to inform stakeholders and consult

* Rigorous reporting requirements under section 43 of the Development Charges
Act, 1997

* A new requirement under Bill 73 that the municipality has is in compliance with
section 59.1(1) (a municipality shall not impose additional levies)

» A new requirement under Bill 73 to table the development charge background
study 60 days prior to passage

* A new requirement under Biil 73 fo include an asset management plan showing
assets proposed to be funded with development charges are financially
sustainable

To address these concems, staff propose the following;

* That the information and reports, required under the new subsection
37(28) be similar to those required under section 43 of the Development
Charges Act, 1997

The Region should be permitted to fund other growth-related costs for 'soft’
services through a Community Benefits Charge {under the Planning Act, 1990)
Under Bill 108, the recovery of growth-related capital costs, for those services not listed
in the Act, will be through a mechanism referred to as a Community Benefits Charge
Bylaw under the Planning Act, 1990°. A community benefits charge bylaw will permit a
municipality to impose community benefits charges against land to pay for capital costs
to which the bylaw applies. The trigger of these charges includes the issuance of a
building permit and the approval of a plan of subdivision.

" Note: At a Regicnal level, these services include paramedics, court services, social housing and senior
sarvices

12



There are also a number of areas surrounding a community benefits charge that remain

unknown, including:
o Whether or not upper-tier municipalities will be permitted to lavy this
» Wi the eligible services be limited
= What will the deductions be

To address these concermns, staff propose the following:

¢ The Province clarify that upper-tier municipalities and lower tier
municipalities both be permitted to levy a community benefits charge

= That the Province, through regulation, clarify which services are ineligible

= That the Province clarify what development or redevelopment is excluded
from a community benefits charge and how costs attributed to excluded
development can be recovered through these charges

» That the Province permit municipalities to index a community benefits
charge in a manner consistent with that which is permitted under the
Development Charges Act, 1997 and Ontaric Regulation 82/98

e That the Province prescribe the requirements for Strategy required under
subsection 37(9)b and that it be made clear that costs associated with the
development and consuitation of that Strategy be eligible for a community
benefits charge

Municipalities should have the flexibility to determine the development charge
treatment of second units

Staff are supportive of measures to encourage a mix of affordable housing, including

secondary suites. More clarity is needed to ensure that the new development charge
treatment proposed in the Bill is targeted at true secondary suites.

Bilt 108 provides that a purpose-built secondary suite, in prescribed classes of new
residential buildings, or in ancillary structures, would be exempt from development
charges {subject to prescribed restrictions). Additional analysis is needed to better
understand the number and location of secondary units to assess its impact on
infrastructure. Providing municipalities with flexibility to determine what constitutes a
true second unit, and design the development charge program can help municipalities

to manage the built form and densities being developed, while still accommodating this

gentie intensification.
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If further clarification is not provided, or municipalities are not permitted to ensure,
through security, that these units are in fact second suites, municipalities could lose out
on vital development charges required to pay for infrastructure. Additional dwelling units
could be built, be exempted from development charges and then draw on municipal
services.

Bill 108 also addresses secondary suites in existing buildings. Currently the Act
provides for an exemption for the creation of up to two additional dwelling units in
prescribed classes of existing residential buildings. Bill 108 proposes to change this by
removing the wording ‘up to two' and replacing it with ‘additional’. The proposed
amendment also notes that those ‘additional dwelling units may now be in structures
ancillary to existing residential buildings. Without a restriction on the number of second
suites a municipality could be faced with densities it cannot sustain and a form of
development it does not want.

To address these concermns, staff propose the following:

» That the Pravince further amend subsection 2(3)b and prescribe/restrict
the maximum number of additional dwelling units, in prescribed classes of
existing buildings, be two

o That the Province strike the new subsection 2(3.1), thereby removing the
exemption for second dwelling units in new residential buildings
« Inthe alternative, the Province exclude row dwellings from the
prescribed class of new residential buildings for which this
exemption applies
* Thatthe Province clarify that the second dwelling unit be
subordinate, in gross floor area, to that primary dwelling unit,
and that it be up to a municipality to determine this threshold.
And that this threshold be established as part of a
municipality’s development charge bylaw
* Inthe alternative, the Province provide municipalities with the ability
to ensure, through security/agreement, that these units are in fact
second suites

14
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