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Region of Waterloo 

Corporate Services 

Corporate Finance 
 

To: Chair Helen Jowett and Members of the Administration & Finance 
Committee 

Meeting Date: May 10, 2022 

Report Title: Sustainability of Regional Development Charges 
 

1. Recommendation: 

For Information 

2. Purpose / Issue: 

To present analysis and commentary relating to the Region’s development charge 
(RDC) collections/reserve fund balances to assist in determining the sustainability of the 
RDC rates established under the current Development Charge By-law.  

3. Strategic Plan: 

This report supports strategic objectives found in the Corporate Strategic Plan, and 
particularly section 5.4 Ensure the Region provides value for money and long term 
financial sustainability under Focus Area 5, Responsive and Engaging Public Service. 

4. Key Considerations: 

a) Financing growth-related infrastructure increasingly relies on borrowing. 

There is an increasing reliance on growth-related debt to finance infrastructure, resulting 
in an increasing share of annual RDC collections allocated to fund existing debt 
servicing costs (25% in 2021). The timing of certain growth-related projects relative to 
expected RDC collections will necessitate the issuance of more growth-related debt. 
This is particularly evident in two areas: 

1. Water and wastewater infrastructure where the additional capacity must be 
available in advance of the issuance of building permits and the 
corresponding collection of development charges; and  

2. Transit infrastructure where the costs related to service expansion occur in 
advance of the increase in overall system ridership that ultimately drives the 
amount of eligible RDCs to be recovered under current and future by-laws. 
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Between 2013 and 2021, the Region issued approximately $327 million of growth-
related debt, 90% of which relates to Wastewater (40%), Transit (34%), and Roads 
(16%).  The resulting annual debt servicing costs are $21.5 million. Details by service 
are set out in Appendix B. 

The Region’s 2022-2031 Capital Plan contemplates additional growth-related debt of 
approximately $575 million. The need for additional growth-related debt exposes the 
Region to development charge revenue risk, in that the Region will need to meet the 
contractual obligation to pay debt servicing costs from an uncertain development charge 
revenue stream. This is particularly evident in Water, Wastewater, Transit and Roads 
where an increasing share of RDC collections are required to fund debt servicing costs 
(see Appendix C).  

b) Cost escalation and the acceleration of growth-related infrastructure projects 
since the implementation of the RDC by-law impacts RDC cash flow. 

The RDC rates currently in effect were calculated using estimated costs for projects in 
the 2019-2028 Capital Plan. As projects move into detailed design, amendments to the 
estimated costs may be required for some projects. In addition, new RDC eligible 
projects may be identified that were not included in the current RDC rates.  

Projects that require more RDC funding than originally contemplated in the calculation 
of the rates may require the issuance of additional growth-related debt or interim 
funding from an alternative source as the additional costs will be recovered from future 
RDC rates. Alternatively, some projects may be delayed pending inclusion in a future 
RDC by-law.  

Changes to the timing and cost of growth-related projects have occurred since the 
Region’s RDC by-law came into force, particularly in Transit (ION Stage II land, King-
Victoria Transit Hub, and Vehicles/Electrification), Airport Terminal Expansion and the 
new Police Central Division at 200 Frederick Street Kitchener. These changes put 
increased pressure on the RDC reserves.  

c) The Development Charges Act was amended subsequent to the enactment of 
the RDC by-law. 

The province has amended the DCA by: 

• Removing the mandatory 10% deduction for “soft” services (Airport, Paramedic 
Services, Waste Diversion, Library, and Planning Studies). The current RDC 
rates for the “soft” services reflect the previously required 10% deduction to the 
eligible growth-related costs. The Region may include 100% of the eligible 
growth-related capital costs for these services under future RDC by-laws. 

• Fixing DCs on a particular development at the earlier of site plan or zone change 
application if applicable, rather than at building permit issuance and freezing 
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such DCs for a period of 2 years from the date of approval. This means that DC 
rates are held constant for developments that move through either a site plan or 
a zone change application process despite increases to the DC rates that may 
normally occur through indexing or the implementation of a new RDC by-law.  

• Providing deferred payment plans for institutional and rental housing 
development (6 payments over 5 years starting at occupancy) and for non-profit 
housing (21 payments over 20 years starting at occupancy). Payment for all 
RDCs was made at building permit under the previous legislation. 

The amendments to the DCA that impact when the DC rate is set and payments are 
made (in certain cases) impacts the amount and timing of DCs collected by 
municipalities to fund new infrastructure resulting in potentially delayed construction 
of infrastructure or additional growth-related debt for new infrastructure. In order to 
mitigate these risks, the Region implemented a RDC Interest Rate Policy as set out 
in COR-FSD-20-26 dated September 15, 2020 that applies interest to all 
development subject to the rate freeze or deferrals, with the exception of non-profit 
housing. 

5. Background: 

The Development Charges Act, 1997 (DCA) enables a municipality to, by by-law, 
impose development charges against land to pay for increased capital costs due to the 
increased need for services arising from development of the area to which the by-law 
applies. DC By-laws must be updated at least every five years. 

The Region’s DC By-law (19-037) came into force on August 1, 2019 and expires on 
July 31, 2024. The supporting background study utilized information from several 
recently completed master plans. Council implemented the maximum calculated RDC 
rates as set out in the background study and those rates have been in effect since 
August 1, 2019, subject to annual indexing. 

Development charges are collected by the area municipalities on behalf of the Region. 
The funds are remitted to the Region on a monthly basis and allocated to reserve funds, 
which in turn are used to fund approved capital expansion projects in the following 
areas: Roads, Airport, Water & Wastewater, Police, General Government (planning 
studies), Operations/Facilities, Library, Transit, Paramedic Services, and Waste 
Management. 

The 2022 opening cash balance for the DC Reserve Fund is $57.5 million. Contributions 
to the RDC Reserve funds result from RDC collections as well as funded exemptions, 
discounts and community housing grants funded from Regional sources and interest 
allocations. RDCs for certain types of development, namely, institutional, rental 
residential, and non-profit housing are deferred in accordance with the Development 
Charges Act. The Region currently has $27.3 million of RDCs receivable that are 
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expected to be collected over the next 5-7 years. A five-year continuity of the 
consolidated RDC Reserve Fund is set out in Appendix A.  

Under the Planning Act, the Region is required to review the Regional Official Plan 
(ROP) every five years in order to conform to Provincial Plans and policy statements 
(technically known as a Municipal Comprehensive Review). The preferred growth 
scenario is expected to be presented for discussion and consultation with the 
community and stakeholders in June.  Through this process, a Financial Impact 
Assessment (FIA) will be undertaken to provide Council with the financial impacts of 
servicing any of the proposed settlement boundary expansion areas with a mix of 
residential and non-residential development. The final ROP amendment is expected to 
be presented for consideration in August. Amendments to the servicing needs currently 
identified in various master plans will be included in future RDC background studies. 

6. Area Municipality Communication and Public/Stakeholder Engagement: 

The expiry dates of the area municipalities’ and school boards’ current DC by-laws and 
the target dates for those planning an early update are set out in the table below: 
 
Municipality/School 
Board 

Current DC By-law -  
Expiry Date 

Planning to 
Update Early? 

Target for Early 
Update to Be In 

Effect 

Cambridge 17-Jun-2024 Yes April 2022 
Kitchener 1-Jul-2024 Yes July 2022 
North Dumfries 31-Dec-2025 No NA 
Waterloo 13-Dec-2024 No NA 
Wellesley 31-Dec-2024 No NA 
Wilmot 11-Jul-2026 No NA 
Woolwich 7-Jul-2024 No NA 
WRDSB 31-May-2026 Yes June 2022 
WCDSB 31-May-2026 Yes June 2022 

 
The City of Kitchener is currently in the process of updating its DC By-law with expected 
completion in July of this year. The City of Cambridge approved amendments to their 
By-law that will end the Core Areas Exemption effective April 20, 2022. As set out in 
Report COR-CFN-22-03 dated March 8, 2022, this will trigger an end to the Core Areas 
exemption in the Region’s by-law as well. Regional staff will report to Council at a future 
date regarding the impacts of the Cambridge core areas expiry.  

The Waterloo Region District School Board (WRDSB) and the Waterloo Catholic District 
School Board (WCDSB) have been reviewing their existing Education Development 
Charge (EDC) bylaws and rates due to the increasing price of land in the Region. The 
EDC legislation permits school boards to amend their EDC bylaws to reflect certain 
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circumstances, including a change in land values that would increase EDC rates. The 
school boards expect to have new rates in place as of June 1, 2022. 

7. Financial Implications: 

Development charges are used to fund a portion of the cost of growth-related capital 
works.  Existing RDC Fund balances along with future RDC revenues will be utilized to 
fund growth-related debt servicing costs and approved capital projects as set out in 
each year’s capital budget.   

8. Conclusion / Next Steps: 

The Region’s Development Charge By-law was enacted in August of 2019 with the 
maximum calculated rates imposed. The appeal initiated by St. John’s Kilmarnock 
School was withdrawn and no further appeals can be initiated against the current by-
law. As such, it will stand until expiry in July 2024 unless repealed earlier by Council. 
Reasons to consider conducting a new background study in 2022/23 and passing a new 
by-law before the expiry of the current by-law in 2024 include: 

• Aligning the by-law with recent changes to the DCA, in particular, the removal of 
the mandatory 10% discount for soft services; and 

• Including changes to the growth-related capital program that have occurred since 
the current by-law was enacted (various transit projects, airport, police, etc.) 

Although these are compelling reasons to consider opening the by-law early, staff 
recommend that the Region continue under the current by-law for the following reasons: 

• The Region’s current by-law utilizes recently completed master plans and 
imposes the maximum permissible rate; 

• The current by-law provides certainty as the successful defense of the appeal 
maintains the methodologies utilized to calculate the rates until the by-law is 
repealed by Council (no further appeals are possible); 

• ROP update is currently underway which will set out where and when growth will 
occur potentially impacting the growth-related infrastructure capital program that 
sets the development charge rates; 

The RDC background study and by-law review process generally takes 18 months to 
complete. The process will be initiated in Q3 of this year with approval of the new by-law 
planned for Q2 of 2024. The percentage of RDC collections required to fund growth-
related debt servicing costs is monitored as a Key Performance Indicator under section 
5.4 of the Strategic Plan to “Ensure the Region provides value for money and long term 
financial sustainability”. Staff will continue to monitor the growth-related infrastructure 
funding and financing requirements and report to Council through Periodic Financial 
Reports, the annual budget process, and future annual RDC Adequacy reports. 
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Attachments / Links: 

Appendix A: Five-Year Continuity of RDC Reserve Fund 

Appendix B: Total Growth-Related Debt Issued to Date and 2021 Debt Servicing 
Costs ($000’s) 

Appendix C: Growth related debt servicing costs as a % of collections by year 
(Roads, Water, Wastewater, Transit) 

Prepared By:  Shane Fedy, Manager, Infrastructure Financing 

Reviewed By: Cheryl Braan, Director, Corporate Finance 

Approved By: Craig Dyer, Commissioner, Corporate Services/Chief Financial Officer  



May 10, 2022  Report:  COR-CFN-22-12 

3995510  Page 7 of 9 

Appendix A 

Five Year Continuity of RDC Reserve Fund ($ Thousands) 

 2017 2018 2019 2020 2021 

Opening balance $66,409 $45,383 $36,808 $60,229 $60,575 

Add cash 
contributions 

58,618 57,706 90,210 86,737  87,354 

Add deferred 
collections receivable* 

n/a n/a n/a 0  27,262 

Less: appropriations (79,643) (66,281) (66,788) (86,391) (90,386) 

Closing balance $45,383 $36,808 $60,229 $60,575 $84,805 

Less Deferred 
collections receivable* 

n/a n/a n/a 0 (27,262) 

Closing Cash Balance  $45,383 $36,808 $60,229 $60,575 $57,543  

 

*RDC collections deferred in accordance with the Development Charges Act; collections 
expected to occur over the next 5 to 7 years 
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Appendix B 

Total Growth-Related Debt Issued to Date and 2021 Debt Servicing Costs ($000’s) 

Service  

Total 
Growth 
Related 

Debt 
Issued 
to Date 

2021 
Debt 

Servicing 
Costs Project Description 

Wastewater $130,030 $9,199 Wastewater Treatment Plant upgrades for Kitchener, 
Waterloo, Galt and Ayr.  Influent channel twinning in 
Kitchener Baden New Hamburg Expansion, 
Cogeneration & Other Bio solids Upgrades. 

Transit 111,302 8,064 Stage 1 ION, King-Victoria Transit Hub, Northfield 
Drive Operations & Maintenance Facility, Fairview 
Mall terminal. 

Roads 56,251 2,977 River Rd., Homer Watson Blvd., Northfield Dr., 
Franklin Blvd., South Boundary Rd., Highland Rd., 
Bleams Rd. 

Airport 11,462 598 Property Acquisition and Terminal Expansion 

Paramedic 2,580 205 EMS Stations: HQ/North Fleet Centre, Breslau and 
Kitchener 

Police 15,357 415 New Central Division 

Library 172 20 Library Headquarters Expansion 

Total All 
Services 

$327,154 $21,478  
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Appendix C – Growth-related debt servicing costs as a % of RDC collections 
(Roads, Water, Wastewater and Transit) 

The following table outlines the historical, current and projected level of this measure 
in ten years, i.e., 2031 based on the 2022-2031 capital program: 

Growth-related debt servicing costs as a % of RDC collections 

        Projected 

  Actuals 2022-2031 Capital Plan 

Program 2019 2020 2021 2022 2026 2031 

Wastewater 59% 38% 46% 45% 45% 46% 

Water 0% 0% 0% 0% 24% 40% 

Roads 0% 1% 5% 9% 22% 24% 

Transit 56% 48% 91% 90% 100% 100% 

 

Generally speaking, infrastructure that must be in place for growth to occur will 
require higher levels of debt financing (e.g. water & wastewater). In the case of road 
infrastructure, growth can be more easily absorbed in the existing road network and 
road expansions can occur more incrementally as development occurs and 
development charges are collected.  As a result, a slightly higher risk and a higher 
percentage for growth related debt servicing costs as a percentage of RDC 
collections may need to be accepted in the case of wastewater versus roads. 

Transit percentages will generally be higher given that the Region’s share of the ION 
project was almost entirely debt financed. In addition, the Transit figures projected in 
the 2022-2031 Capital Plan include debt servicing costs for projects that were not 
included in the current background study and DC rates. These projects will be added 
to the DC rate when the by-law is next updated (currently planned for 2024).  

The volatility of actual figures in 2019 to 2021 in the above table results from 
fluctuating RDC collections.  In years when collections are higher than average, 
such as when the previous RDC by-law expired in 2019, growth-related debt 
servicing costs as a percentage of these collections will generally be lower.  
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