Agenda Item # 9.6

Town of Whitby
Staff Report

whitby.civicweb.net

Report Title:  Annual Statement of Development Charge and

Parkland Reserve Funds as at December 31, 2018

Report to: Committee of the Whole Submitted by:
Date of meeting: June 17, 2019 Services / Treasurer x 2700

Report Number: ~ CS 34-19 Acknowledged by M. Gaskell, Chief

Department(s) Responsible:
Corporate Services Department

Ken Nix, Commissioner of Corporate

Administrative Officer

For additional information, contact:

Nelson Tellis, Manager Treasury
Services, x 2231

Jennifer Hess, Senior Financial Analyst,
x 2700

1. Recommendation:

1. That the annual statement of Development Charge and Parkland
Reserve Funds as at December 31, 2018 be received as information.
2. That the annual update on the Non-Statutory and Statutory
Development Charge exemptions and the total Development Charge
collections be received as information.
2. Highlights:

Pursuant to sections 59.1(1) and (2) of the Development Charges Act, S.O.
1997, (DCA), it is affirmed that the Town of Whitby has not imposed directly
or indirectly a charge related to a development or a requirement to
construct a service related to a development except as permitted under the
DCA or another Act.

In 2018, the Town of Whitby incurred $1.65 million of non-statutory
development charge exemption.
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e The total development charge collection for 2017-2018 is $6.67 million
below the Development Charge Background Study projection.

e For 2017-2018 (DC By-Law life to date) the non-statutory development
charges total $1.72 million.

3. Background:

e Section 43(1) of the DCA states that “The treasurer of a municipality shall
each year on or before such date as the Council of the municipality may
direct, give the Council a financial statement relating to development charge
by-laws and reserve funds established under section 33.”

e Section 42 of the Planning Act requires the Treasurer to provide a financial
statement to Council relating to the special account for cash-in-lieu of
parkland monies.

4. Discussion:

Annual Statement of Development Charge Reserve Funds and Parkland
Reserve

This report addresses required reporting for Development Charges collected and
spent in 2018.

On March 20, 2017, Council replaced the Development Charge By-Law 6652-12
with By-Law 7255-17. By-Law 7255-17 was further amended on September 18,
2017 with By-Law 7319-17. This reflects the timing and volume of development
anticipated over the 10 to 20 year planning horizon; the expected cost and timing
of capital expenditures which are forecasted to be required to support the planned
level of development.

Attachment 1 shows the opening and closing balances of the Development
Charge reserve funds, and also provides information on the revenues received
and expenditures made from the development charges reserve funds during 2018.

Attachment 2 provides information pursuant to section 43 of the DCA that requires
in addition to capital costs funded by development charges, any other sources of
funding for the project should also be identified.

Update on the Non-Statutory Reductions / Exemptions Included in the DC
By-Law

Under the DCA the Town is permitted to offer development charge reductions /
exemptions in its by-law beyond the statutory exemptions in the Act. The DCA
also requires that if a by-law provides for a discretionary exemption that any
resulting revenue shortfall cannot be recovered by way of higher rates applied to
other development. The Town must reimburse, from the tax base on an annual
basis for the loss in revenue that would have been collected but was waived under
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the application of voluntary exemptions listed in the by-law. The table below
summarizes the costs incurred in 2018.
Non-Statutory Applicable Area Foregone DC By-Law
Exemptions (Full and Revenue 2018 Life to Date
Partial)
High Density Residential CIP Area (1) $0 $0
and Residential Mixed Use
Retail Commercial and CIP Areas — $1,762 $1,762
Office Expansion Whitby & Brooklin
(1)
New Office Development CIP Area $0 $0
Hospital Townwide $0 $0
New Industrial > 25,000 sqg. | Townwide $527,771 $527,771
ft.
New Office > 25,000 sq. ft. | Townwide $0 $0
New Office > 969 sq. ft. Commercial $0 $0
Zones C3-DT or
C1-vB
Non-Profit Special Care / Townwide $1,077,888 $1,077,888
Special Needs Dwelling
Unit
Non-Residential Bona Fide | Townwide $39,133 $121,237
Farm Building
Parking Structure Townwide $0 $0
Place of Worship Townwide $0 $0
Public Post-Secondary Townwide $0 $0
Institution (owned and
operated buildings)
Total $1,646,554 $1,728,658
Note (1) — This does not reflect the application approval / pre-commitment of the
available incentives under the Downtown Whitby Community Improvement
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Program. Costs will be included once the building permit is issued. The amount
incurred in 2018 reflects a property in the Brooklin CIP area.

For the 2018 fiscal year end, $1,646,554 was transferred from the One-Time
Reserve Fund (LTFR) into the various Development Charge Reserve Funds for
the revenue shortfall realized from the application of non-statutory development
charge exemptions. The use of the One-Time Reserve Fund (LTFR) for non-
statutory exemptions was approved by Council in report CS 34-18.

For the 2019 fiscal year, the uncommitted reserve fund projection (CS 27-19)
assumes an additional $1.15M will be required this year for non-statutory
exemptions. That amount has been pre-committed, although any amount above
that value will impact the next reserve projection. Likewise, at the end of the year,
if the amount is not needed, the commitment will be released.

Update on Legislated Exemptions

In addition, municipalities have no option when it comes to providing statutory
exemptions included in the legislation, which creates a structural capital funding
gap in the recovery of eligible growth-related costs. Any statutory exemptions do
not need to be paid by the Town on behalf of the developers.

Legislated Exemption Foregone Revenue 2018 DC By-Law Life to
Date

Municipality or a Local $137,419 $188,877

Board

Expansion of existing $204,445 $204,703

Industrial up to 50% of the
gross floor area

Creation of additional $378,945 $697,809
dwelling units (i.e.

basement apartments etc.)
in an existing dwelling unit.

Public Post-Secondary $427,218 $427,218
Institution (owned and
operated buildings) exempt
under the school charter.

Total $1,148,027 $1,518,607
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Update on Development Charge Collections (2017-2018)

The table below summarizes the total development charge collections in 2018
(including non-statutory exemptions), compared to the Development Charge
Background Study growth forecast.

Description 2018 DC Study | 2018 Surplus
Actuals Growth | or (Shortfall)

Forecast for

2018
Units — Single or Semi- 431 357 74

Detached Houses

Units — Row Townhomes with 3 121 220 (99)
or more bedrooms & Other
Dwelling Types

Units — Apartments with 2 or 27 87 (60)
more bedrooms, Row
Townhomes with 2 or less
bedrooms & Mobile Homes

Units — Apartments with 1 or 326 224 102
less bedrooms, Garden Suites,
Special Care / Special Needs

Dwelling Units

# Sq Metres — Retail 10,285 5,347 4,938
Commercial

# Sq Metres — Other Non- 20,311 47 147 (26,836)
Residential

Total Development Charges $16,761,562 $17,691,018 ($929,456)

Collected ($)

The total actual development charges collected in 2018 of $16,761,562 differs
from the $17,472,673 reported in Attachment 1 due to three accounting related
adjustments. The internal loan to DC Fire Reserve Fund in the amount of
$650,110 and two external recoveries for past/current projects that were deposited
into the DC Reserve Funds totaling $111,701.

The current collection shortfall of $929,456 is a combination of the amount and
type of residential development occurring, and the shortfall in non-residential
development. The cumulative shortfall for 2017-2018 is also shown below.
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Variance 2018 2017 Amount Cumulative 2017-2018
Description Amount (CS 34-18) | Amount (DC By-Law Term

to Date)
Residential ($33,831) ($3,844,676) ($3,878,507)

Development

Non-Residential ($895,624) ($1,897,687) ($2,793,311)
Development

Total Variance ($929,455) ($5,742,363) ($6,671,818)

As part of the capital budget process, Financial Planning will continue to monitor
the development charge collections versus projection and work with staff form
across the organization to realign the growth related capital projects brought
forward in the 2020 budget and nine year forecast to match available funding and
mitigate the financial risk to the Town.

5. Financial Considerations:

Due to legislation, development charges pay for a portion, not the full cost of
growth related capital costs. The remaining capital costs, costs of services to
address the growing population and the cost of maintaining the new capital
infrastructure are primarily tax based. In addition, any voluntary exemptions must
be reimbursed from the tax base. The cost of growth study accompanying the
2017 DC Study estimated the annual tax impact to be 1.5%.

A transfer of $1,646,554 from the One Time Reserve Fund (LTFR) to the
applicable Development Charge Reserve Fund(s) was made in 2018 to account
for the 2018 Non-Statutory Development Charge exemptions included in the
Town’s DC By-Law(s).

The shortage of development charge collections will impact the Town’s ability to
fund growth related projects. Projects will be prioritized during the 2020 Capital
budget process and where necessary deferred until financing is available to
mitigate financial risk to the Town.

The 2018 year end balances have been incorporated into the most recent
uncommitted reserve and reserve fund projection (CS 27-19). The forecasted
2019 Development Charge collections will continue to be monitored and
incorporated into the updated Long Range Financial Plan included in the Business
Plan expected in the fall of 2019 and the subsequent development of the 2020
Capital Budget and nine-year forecast.
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6. Communication and Public Engagement:
Not Applicable

7. Input from Departments/Sources:
Not Applicable

8. Strategic Priorities:
a. Council Goals
This legislated report continues Whitby’s tradition of responsible financial
management and respect for the taxpayers.
b. Corporate Strategic Plan and Strategic Priorities
This report aligns with the Corporate Strategic Plan goal under Organization to
develop and utilize comprehensive business and financial planning processes.
9. Attachments:

Attachment 1 — Statement of Development Charge and Parkland Reserve Funds,
December 31, 2018

Attachment 2 — Expenditures from Development Charges and Other Sources
December 31, 2018
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