Media Release: Wednesday, November 6, 2019, 4:30 p.m.

Regional Municipality of Waterloo
Budget Committee
Agenda
Wednesday November 13, 2019
Open Session 4:00 p.m.
Regional Council Chambers
150 Frederick Street, 2nd Floor, Kitchener

1. Declarations of Pecuniary Interest under the “Municipal Conflict of Interest Act”
2. Opening Remarks (S. Strickland, M. Murray)
3. 2020 Budget Presentation (C. Dyer)
3.1

COR-FSD-19-52, 2020 Budget Overview (Information)
Page 3

3.2

COR-FSD-19-53, 2020 Public Engagement Strategy
Page 23
Recommendation:
That the Regional Municipality of Waterloo endorse the Public Engagement
Strategy for the 2020 Budget as set out in report COR-FSD-19-53, dated
November 13, 2019.

3.3

COR-FSD-19-54, Funding and Financing of Growth-Related Infrastructure
Page 27
Recommendation:
That the Regional Municipality of Waterloo take the following action with respect to
report COR-FSD-19-54, dated November 13, 2019:

Should you require an alternative format please contact the Regional Clerk at
Tel.: 519-575-4400, TTY: 519-575-4605, or regionalclerk@regionofwaterloo.ca
3144409

Budget Agenda

-2-

November 13, 2019

1. Request the Government of Ontario to not proclaim sections 26.1 and 26.2 of
the Development Charges Act relating to commercial, industrial and institutional
development;
2. Circulate the report to the Minister of Municipal Affairs and Housing, the area
municipalities within Waterloo Region, the Waterloo Region Police Services
Board, the Association of Municipalities of Ontario, and the municipal members
of MARCO and LUMCO; and
3. Direct staff to consult with the development community within Waterloo region
with regard to the funding and financing of growth-related infrastructure.
4. Other Business
5. Next Meetings – November 26, 2019 (Regular Meeting & Public Input Meeting)
6. Adjourn
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Report: COR-FSD-19-52

Region of Waterloo
Corporate Services
Financial Services and Development Financing

To:

Chair Sean Strickland and Members of the Budget Committee

Date:

November 13, 2019

File Code: F05-30

Subject: 2020 Budget Overview
Recommendation:
For Information
Summary:
The purpose of this report is to provide an overview of the Region’s Preliminary 2020
Budget. Subsequent Budget Committee meetings will provide an opportunity for detailed
discussions on the proposed 2020 base budget, budget issue papers, and the proposed
2020-2029 capital program.
The current position of the Regional property tax supported budget (including
recommended budget issue papers) results in a 2020 tax impact for Regional Services
(excluding Police) of 2.58% net of assessment growth. This achieves the direction
provided by Council in August to develop the 2020 operating budget with a targeted tax
impact in the range of 2.5% for direct regional programs (i.e. excluding Police). User rate
budgets are being finalized and both wholesale and retail rate increases are estimated to
be lower than originally projected for 2020 in the 2019 budget. Proposed rate increases
effective January 1, 2020 are 1.9% for Water Supply, 3.9% for Wastewater Treatment,
4.9% for Water Distribution and 3.9% for Wastewater Collection.
As presented to the Waterloo Regional Police Services Board on October 16, 2019, the
estimated 2020 property tax levy for Waterloo Regional Police Service (WRPS) is $182.2
million which represents a 7.5% increase over 2019 and a Regional tax rate impact of
1.77%.
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The preliminary tax impacts above incorporate estimated assessment growth of 1.77%
pro-rated between Regional Services (1.21%) and Police Services (0.56%).
Report:
1. Economic Conditions
Report COR-FSD-19-34 dated June 18, 2019 provided an overview of economic
conditions affecting the Region’s 2020 budget. Updated economic conditions are
outlined below, with graphs for certain indicators included in Appendix A.


The most recent Consumer Price Index figures (September 2019) show consumer
inflation running at 1.7% for Ontario and 1.9% for Canada, year over year.
Federal and provincial governments and most financial institutions are predicting
inflation rates at or around 2.0% for 2020.



The overnight interest rate set by the Bank of Canada has remained at 1.75%
since October, 2018. Long term interest rates continue to be at or near historical
lows. The Region continues to maintain an Aaa credit rating from Moody’s
Investors Service, with a stable outlook.



The unemployment rate in September 2019 was 5.3% in Ontario and 6.2% in
Waterloo Region. Ontario Works (OW) caseload levels have dropped slightly in
2019. The average caseload for January – September 2019 is 9,338 cases per
month, compared to 9,425 cases for the same period last year. Ontario Works
benefits are funded 100% by the Province.

2. 2019 Regional Budget Recap
The approved 2019 Regional Budget included a property tax levy of $540 million, an
average tax rate impact of 2.97% (of which 1.97% related to direct Regional programs
and 1.00% related to Police Services), and wholesale user rate increases of 2.9% for
water and 6.9% for wastewater effective January 1, 2019. The Regional tax levy
comprises approximately 53% of the total average residential property tax bill.
Approximately 69% of the 2019 property tax levy is for direct Regional services and 31%
is for Police Services.
3. Draft 2020 User Rate Operating Budgets and 2020-2029 Capital Plan
Staff is in the final stages of preparing the 2020 Water and Wastewater operating
budgets and 10-year capital program. At this point, the 2020 Water and Wastewater
operating budgets include proposed operating expenditures of $80 million, which is
comprised of $33 million for water supply, $43 million for wastewater and $4 million for
water distribution/wastewater collection in Wellesley and North Dumfries.
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A water rate revenue shortfall of 0.8% or $445,000 is projected to year end for 2019.
Despite a 2% reduction in budgeted flows in the 2019 budget, wastewater rate revenues
are projected to be approximately $2.6 million or 3.4% short by year end. As part of the
budget process, staff review the operating expenditures, revenues, capital program and
flow volume. Adjustments to the flow volumes have been made to best estimate the
flows for 2020-2029.
The proposed water and wastewater budgets include wholesale rate increases of 1.9%
for water and 3.9% for wastewater. Retail water rates are proposed to increase by 4.9%
for water distribution and 3.9% for wastewater collection. All 2020 estimated user rate
increases are lower than 2020 increases projected in the 2019 rate model, and monthly
service charges are unchanged. The lower increases are predominantly due to reduced
operating and capital costs and adjustments to contributions to capital reserves. The
following tables provide a relative comparison to 2019 approved rate increases and
highlights the changes to proposed rate increases for 2020 when comparing 2019 and
2020 water and wastewater rate models.
2019 approved
user rate
increase

2019 Rate Model projected 2020
user rate increase

2020 Rate Model –
current 2020 user
rate increase
(change)

Water supply

2.9%

2.9%

1.9% (-1%)

Wastewater treatment

6.9%

4.9%

3.9% (-1%)

Water distribution

7.9%

6.9%

4.9% (-2%)

Wastewater collection

4.9%

4.9%

3.9% (-1%)

2019 approved
monthly
service charge

2019 Rate Model projected 2020
monthly service
charge

2020 Rate Model current estimate
of 2020 monthly
service charge

Water distribution

$10.00

$10.00

$10.00

Wastewater collection

$8.00

$8.00

$8.00

Total capital spending for water and wastewater, including retail water distribution and
wastewater collection, is projected to be $1.0 billion over 10 years. Staff continue to
review capital plan financing options reflecting anticipated RDC collections and the
expected timing of certain growth related capital projects. On the wastewater side in
particular, there are significant capital costs being incurred in the early years of the
capital program. While these upgrades provide for long term sewage capacity, the
benefitting growth will take place over an extended period of time, and so will the RDC
3136047
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collections.
As outlined in report COR-FSD-19-54 Growth-Related Capital Funding and Financing,
staff have undertaken a review of the development charge reserve funds and the related
growth-related debt requirements projected for 2020-2029. In order to meet the 2051
servicing needs as set out in the Water and Wastewater master plans, the Region will
invest approximately $425 million in growth–related Water infrastructure and $600 million
in growth-related Wastewater infrastructure over the next 30+ years with approximately
50% of these investments occurring in the next 10 years. The timing of these
investments in relation to the collection of the associated RDCs necessitates the
issuance of significant amounts of growth-related debt.
In the case of Water Supply, it is currently estimated that approximately $110 million in
growth-related debt will be required over the 2020-2029 time-frame, resulting in 45% of
projected annual RDC collections being committed to fund debt servicing costs by the
end of the 10-year period. For Wastewater Treatment, it is estimated that $138 million in
growth-related debt could be required over the 2020-2029 capital program, resulting in
70% of projected annual RDC collections being committed to fund existing debt servicing
costs by the end of the 10-year period.
Staff are currently evaluating options for mitigating future financial risk and maintaining
RDC reserves in a sustainable position with an appropriate level of future RDC
collections committed to existing debt servicing costs. For both Water and Wastewater,
the relatively high proportion of RDC collections that will be committed to fund existing
debt servicing costs by the end of the 10-year capital program is concerning and will
inhibit the ability to fund future growth-related projects from the RDC reserves.
The water and wastewater operating and capital budgets, which are scheduled to be
approved on December 11, 2019, will be the subject of a detailed staff presentation at
the Budget Committee meeting on November 26, 2019.
4. 2020 Preliminary Tax Supported Operating Budget
Staff are close to completing the preliminary 2020 base budget for tax supported
services, which reflects the amount of funding required to deliver the current Councilapproved levels of service. Base budgets for 2020 will reflect all collective agreements,
estimates for benefit rates and inflation, annualization of prior years’ approved initiatives,
debt servicing costs, estimated provincial and federal funding and user fee revenue.
Details regarding the 2020 base budget will be provided in the Preliminary Budget Book.
This document, along with a package of budget issue paper requests, will be available
with the November 26 Budget Committee agenda on November 20.
In August, staff provided an update on the major factors impacting the 2020 Budget
through report COR-FSD-19-42. At that time, the Administration & Finance Committee
3136047
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provided direction to staff to develop the 2020 operating budget with a targeted tax
impact in the range of 2.5% for Direct Regional programs (excluding Police).
Current estimates of the preliminary budget position including recommended budget
issue papers, excluding Police Services, would require a property tax levy increase of
approximately $20.7 million which translates to an estimated 2.58% tax rate impact over
2019. The preliminary position, as set out in the table below, incorporates recommended
budget issue papers as adjusted to meet the Council approved target and estimated
assessment growth of 1.77% pro-rated between Regional Services (1.21%) and Police
Services (0.56%).
Status Of Preliminary 2020 Tax Supported Operating Budget
(excluding Police Services)

Tax Rate %
impact

Direct Regional Services – base budget estimate

3.43%

Recommended Budget Issue Papers as adjusted to meet the Council
approved target

0.36%

Less: estimate for Regional share of assessment growth

(1.21%)

Tax impact of Regional programs – current estimate

2.58%

There are a number factors and initiatives impacting the 2020 operating budget, and
these are set out below.
4.1. Annualization of service enhancements approved in the 2019 budget
Cost annualization in 2020 relating to approved 2019 budget issue papers (service
expansions) totals approximately $2.1 million including debt servicing costs. Service
expansions approved in 2019 with significant annualizations include the
Implementation of Paramedic Services Master Plan and the GRT Business Plan.
4.2. Funding for Development Charge exemptions
The recently approved Regional Development Charges By-law 19-037, which came
into force on August 1st, 2019 includes exemptions and discounts for both new and
grandfathered Brownfield sites, the three core areas of Cambridge, as well as
qualifying industrial and office development. Total estimated annual RDC exemption
costs, including the core area exemptions provided under the previous by-law, are
anticipated to reach approximately $14.8 million annually as set out in the table below:
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Projected Annual RDC Funding Requirements ($ millions)
Core Area
Exemptions
(previous bylaw)
User Rates
Tax Levy
Total

Brownfield
Sites RDC
Incentive

Cambridge Industrial
Office
Annual
Core Areas Development Development
Total
Exemptions Discount
Discount

$1.4

$1.9

$1.0

$1.0

$0.2

$5.5

2.7

3.1

1.7

1.5

0.3

9.3

$4.1

$5.0

$2.7

$2.5

$0.5

$14.8

The Region’s approved 2019 Budget includes $4.6 million ($1.6 million user rates and
$3.0 million tax levy) to fund development charge exemptions. Based on current
projections, it is anticipated that an additional $10.2 million ($3.9 million from user rates
and $6.3 million from the tax levy) will be required annually. Through report COR-FSD19-48 Development Charge Exemption Funding Strategy dated October 22, 2019,
Council directed staff to include $1.0 million in the preliminary 2020 user rate budgets
and $2.8 million in the preliminary 2020 tax supported operating budget to fund the
cost of discretionary RDC exemptions.
4.3. Winter Maintenance
The 2020 base budget includes an additional provision for winter maintenance of
approximately $1.3 million. This adjustment reflects an increase in the price of salt and
to reflect current volumes and additional costs relating to the removal and disposal of
built up snow exceeding the on-road storage capacity in Central, Heidelberg and
Philipsburg patrol areas as outlined in report COR-TRY-19-94. Costs associated with
the winter maintenance of separated cycling lane pilot network are also included in this
provision. As noted in report COR-TRY-19-113, this is a pilot project with funding
being utilized from the Tax Stabilization Reserve to offset these costs ($600,000) for
2020.
The cost of snow removal for Regional properties is also increasing in 2020 as outlined
in reports COR-TRY-19-118 (Snowplowing – Waterloo Region Housing – Kitchener,
Waterloo, Cambridge and Township Locations) and COR-TRY-19-120 (Snowplowing –
Operations Centre and Surrounding Properties) dated October 30, 2019. An additional
$400,000 has been included in the 2020 base budget to reflect these increased costs.
4.4. Regional Transportation Master Plan (RTMP)
Regional Council’s approved funding strategy for the RTMP (which funds the Rapid
Transit project through 2020 and GRT service expansion through 2016) includes a final
urban property tax levy increase of 0.4% in 2020 which equates to a levy increase of
3136047
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approximately $1.8 million.
4.5. Employee Compensation
The base budget for 2020 reflects the salary and benefit provisions of collective
agreements where a collective agreement is in place for 2020 and includes an estimate
for those bargaining units that have yet to reach a negotiated settlement for 2020.
Employee compensation costs represent an estimated 30% of total budgeted Regional
spending in 2020.
In February, proposals were called for P2019-01 Group Benefits Provider - Regional
Municipality of Waterloo and Waterloo Regional Police Services to market the Region’s
employee benefits carrier business in order to ensure good value for this service. As
presented to Council through report COR-TRY-19-74, estimated budget savings for the
Region and Police Services of $693,000 for 2020 were anticipated as a result of
reduced rates for life insurance, short term disability, AD&D and claims
handling/administration fees that are applied to employee health and dental claims.
These savings have been incorporated into the 2020 preliminary base budget.
4.6. Non-tax revenues
The 2020 budget estimates for significant non-tax revenues are outlined in the table
below.
Budgeted non-tax revenues ($ millions)
Transit fares

2019

2020

Change

$39.4

$43.4

$4.0

14.6

15.0

0.4

POA and red light camera fines

8.8

8.9

0.1

Waste Management tipping fees

7.6

7.8

0.2

Sunnyside user fees

5.3

5.4

0.1

Waste Management Resource Productivity
& Recovery Authority (RPRA) funding

4.1

4.2

0.1

Waste Management recycling revenues

3.4

3.1

(0.3)

Airport user fees

2.3

2.4

0.1

Regional Child Care Centre fees

1.4

2.1

0.7

Waste Management methane gas royalties
Total

0.6

0.6

0.0

$87.5

$92.9

$5.4

Housing unit rent
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4.7. Provincial and Federal Government Funding
Provincial and federal funding for cost-shared services in the 2020 budget is projected
to be as follows:
Budgeted Provincial and Federal Subsidy ($ millions)
Program

2019

2020

$116.7

$114.3

($2.4)

Children's Services

60.7

58.3

(2.4)

Public Health

27.4

29.8

2.4

Long Term Care & Community Programs

20.6

20.6

0.0

Paramedic Services

17.5

18.5

1.0

Federal Gas Tax *

16.2

16.2

0.0

Homelessness Programs

11.9

13.0

1.1

Provincial Gas Tax transfer

10.7

10.7

0.0

Community Housing

10.9

8.8

(2.1)

0.9

0.9

0.0

Ontario Works/Social Assistance

Other programs

Change

Total
$293.5
$291.1
($2.4)
* $16.2 in additional one-time Federal Gas Tax funding was received in 2019
A decrease in provincial funding for Children’s Services in the amount of $2.4 million is
a result of funding changes that were anticipated, including the ending of fee
stabilization funding and expansion funding returning to 2018 funding levels (see
reports COR-FSD-19-23 dated April 30, 2019 and CSD-CHS-19-05 dated June 18,
2019).
Although the table above indicates that Public Health funding will increase from 2019 to
2020, it is important to highlight that the provincial cost sharing changes are impacting
the Regional tax levy in 2020 – 2022. Staff have assumed a one-time transition
funding allocation of $1.5 million in 2020. This offsets the loss in funding related to
cost share changes of $2.4 million with a net impact of approximately $0.8 million in
2020. A summary of funding changes for Public Health is as follows:
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Add: One time Transition funding
Sub-total adjustments above

Report: COR-FSD-19-52

($ millions)
$27.4
(2.3)
1.5
(0.8)

Add: Ontario Seniors Dental Program

1.7

Add: Consumption Treatment Site operating funding

1.5

Total Funding Change from 2019 to 2020

2.4

2020 Provincial Funding

$29.8

The property tax impact of changes to provincial funding has evolved significantly over
the course of 2019, with many provincial decisions being reversed and delayed. The
table below provides an update on the budget impacts projected as a result of the
previously announced provincial cost sharing changes.
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The 2020 budget for Children’s’ Services has been developed to reflect the direction
approved by Council through the August 13, 2019 report CSD-CHS-19-06 which
outlines spending reductions to mitigate the provincial cost share changes as known at
that time. A further provincial announcement on August 19 indicated that the
administration cost sharing changes would be delayed and phased in over 2021 and
2022. The table above reflects this timing. Staff are aware the Province is currently
reviewing the Children’s Services funding model with the intent to implement changes
in 2021.
Following provincial announcements in August related to funding for Paramedic
Services and in September related to the High Wage transition funding for Sunnyside,
staff are anticipating 2020 provincial funding for these services to continue based on
the existing funding models. Changes for future years are anticipated, but at this time
details are unknown.
Additionally, as a result of regulatory changes under the Housing Services Act, Rent
Geared to Income rent calculations for tenants will be changing. It is expected the new
calculation will be phased in beginning in July 2020, and that tenant rent payments will
decrease. Staff are working on estimating the financial implications, and more details
on the implementation plan and financial impact will be provided to Council in
December.
4.8. Waste Management Collection and Processing Contracts
The preliminary 2020 Waste Management operating budget reflects increases relating
to service contracts for waste collection, hauling and processing, price inflation, level of
activity, and fuel price as follows:


The waste collection budget has been increased by $871,000 to reflect contract
inflation ($375,000), an increased number of households serviced due to growth
($267,000), as well as a provision for fuel price inflation ($229,000).



The budget for waste hauling has been increased by $37,000 to cover a provision
for inflation and fuel price increases.



The budget for green bin and blue box processing has been increased to cover a
slight increase in sorting hours for the blue box program as well as contract
inflation (green bin $111,000; blue box $36,000).

4.9. Fuel Prices
The price of fuel affects the Region’s budget in a number of areas including public
transit, paramedic services, police services, roads maintenance, waste management,
and support vehicles in other Regional departments. A federal carbon pricing charge
3136047
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which came into effect on April 1, 2019 added 4.4 cents per litre to the price of fuel.
This charge is rising to 6.6 cents in 2020, 8.8 cents in 2021, and 11.1 cents in April
2022.
Graphs comparing 2019 year to date weekly, average and budgeted prices for diesel
and gasoline, the average weekly price per barrel of oil, and the estimated price per
litre of fuel for the 2020 budget are included in Appendix A. The following table
outlines budgeted prices for gasoline and diesel for 2019, and the estimated price per
litre of fuel for the 2020 budget:
2019 budget
price per litre

2020 estimated
price per litre

Diesel

$0.97 / L

$1.01 / L

Gasoline

$0.92 / L

$1.04 / L

Fuel type

The higher prices along with volume adjustments result in an increase in the total fuel
budget of approximately $648,000. Total expenditure on fuel in 2020 is estimated to
be $12.3 million, excluding Police.
4.10. Capital Financing
In June of 2016 Council approved the Capital Financing Principles set out in Report
COR-FSD-16-15. The principles have been used to develop the financing of the 20202029 capital program. Council approved in principle the implementation of a Capital
Asset Renewal Funding Strategy (COR-FSD-18-16) in order to fund asset renewal
projects without relying on debt as a financing source. The strategy provides for
incremental increases of up to one per cent (1%) of the prior year’s tax levy for direct
Regional services and a provision of $3.7 million has been included in the preliminary
2020 base to fund capital asset renewal work, thereby reducing debt issuance and
avoiding future debt servicing costs.
As noted in the Reserve and Reserve Fund Adequacy report (COR-FSD-19-35 dated
June 18, 2019), the current level of contributions to capital reserves falls short of
contribution targets and the Region’s ten-year capital plan currently does not achieve
pay-as-you-go funding for asset renewal and rehabilitation projects. As detailed in the
following table, the annual funding shortfall is in the $42 million range, with a 2019
contribution of $31 million compared to a target of $73 million.

3136047
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2019
contribution

Contribution
target

Shortfall

$1,432

$2,274

($842)

Facilities lifecycle

5,714

28,235

(22,521)

GRT bus replacement

4,645

$10,745

(6,100)

GRT capital

1,900

2,200

(300)

16,062

23,522

(7,460)

1,400

6,500

(5,100)

$31,153

$73,476

($42,323)

Airport

Transportation
Waste Management
Subtotal

4.11. Assessment Growth
The following graph provides a history of assessment growth since 2010.

Assessment growth is a net position after accounting for the various factors that impact
the assesment base. Based on the assessment roll figures as of November 4th,
assessment growth in 2019 is currenty at 1.77%. The 2019 assessment roll will be
returned in early December and a full update will be provided at the December 11,
2019 Budget Committee meeting.
4.12. Base Budget Reductions
3136047
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On an annual basis, staff review operating budgets in an effort to identify efficiencies
and budget reductions which do not affect service levels. This year’s review has
resulted in tax supported base budget reductions of $1.6 million and base budget
reductions in the user rate budgets of a further $1.7 million. The base budget
reductions include implementing energy saving retrofits, reviewing and adjusting
staffing levels and overtime requirements and new user fee revenues.
Significant reductions in energy consumption have been incorporated into the 2020
user rate budgets as a result of ongoing hydro efficiency measures, co-generation and
participation in the Class A/B program. The greatest impact is in Wastewater where
participation in the Class A/B Program has benefitted the three largest wastewater
treatment plants with annual cost savings of $600,000. Participation in this program
allows the Region to achieve cost savings by reducing demand during peak periods.
Co-generation is expected to be operational in the fall of 2020 and should result in
further savings of approximately $400,000. The table below identifies base budget
reductions over the last five years in both the tax supported and user rates budgets:
2016

2017

2018

2019

2020

Total

Tax supported

$1.7

$2.6

$1.7

$1.1

$1.6

$8.7

User rates

0.9

0.8

0.4

1.1

1.7

4.9

Subtotal

$2.6

$3.4

$2.1

$2.2

$3.3

$13.6

5. Draft 2020-2029 Tax Supported Capital Program
The Region of Waterloo’s ten-year capital program sets out planned investments in
infrastructure, facilities, equipment, vehicles and related studies, along with the proposed
sources of financing for such investments. Staff undertook a detailed review of capital
programs with all departments in July and August. This process included reviewing the
need, scope, cost and timing of projects. One result of these discussions is that overall
debt servicing costs funded by the tax levy, originally estimated to be $1.0 million higher
in the 2020 budget than in the 2019 budget, will now be approximately $1.1 million lower.
Major capital works which will continue or which will be undertaken in 2020 include:






GRT Northfield Drive operations & maintenance facility construction
Police 200 Frederick St renovations
Numerous road expansion and rehabilitation projects
Building lifecycle work at various facilities and housing units
Landfill cell development

As noted previously, staff have undertaken a review of the Development Charge
reserves and the related anticipated-growth related debt requirements for 2020-2029
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(report COR-FSD-19-54 Growth-Related Capital Funding and Financing). There are
several factors influencing the Region’s ability to fund growth-related capital projects and
the associated financing mix between RDC reserves and growth-related debt. Staff are
continuing to work towards a more appropriate mix of funding sources (property taxes,
development charges, and user rate revenues) and financing mechanisms (current year
revenues, reserve and reserve funds, and long term borrowing) in order to enhance the
long term sustainability of the Region’s capital program.
Full details of the capital program and associated financing strategies will be included in
the Preliminary 2020 Budget Book and presented at the November 26, 2019 Budget
Committee meeting.
6. Budget Issue Papers
The budget issue papers being finalized for 2020 are summarized below:
2020 budget
impact

Adjusted impact
to meet Council
budget target

$1,019

$433

2,166

928

194

194

Route 77 Wilmot Township Service enhancements

59

59

Implementation of the WRH Master Plan (subject to
council approval of report CSD-HOU-19-18 dated
November 5, 2019)

99

99

Personal Support Workers at Sunnyside

146

146

Public Health program funding for substance use,
harm reduction and sharps disposal

122

122

$3,805

$1,981

59.7

31.7

0.69%

0.36%

Budget Issue Paper ($ thousands)
Paramedic Services master plan implementation
GRT business plan implementation
Mobility PLUS business plan implementation

Total 2020 Budget Impact
FTE Impact
2020 Tax Impact

A complete package of budget issue papers will be presented at the November 26, 2019
Budget Committee meeting.
7. 2020 Police Services Budget
As presented to the Waterloo Regional Police Services Board on October 16, 2019
through report 2019-165, the estimated 2020 operating budget for Waterloo Regional
3136047
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Police Service (WRPS) is $182.2 million which represents a 7.5% increase over 2019.
Taking into account assessment growth, this results in an estimated net tax impact of
1.77% which equates to an increase of approximately $36 per average household. The
current ten-year capital forecast was also provided for review which includes a proposed
capital budget of $30.2 million in 2020.

($millions)
Expenditure

WRPS Operating Budget Estimates
2019
2020
$ Change % Change
Approved
Preliminary
$187.0
$12.8
6.85%
$199.8

Revenue

($17.5)

($17.6)

($0.1)

0.61%

Property Tax Requirement

$169.5

$182.2

$12.7

7.49%

Tax Rate Impact

1.00%

1.77%

--

--

8. Public Engagement
Staff has developed a public engagement strategy as outlined in staff report COR-FSD19-53 2020 Budget Public Engagement Strategy, dated November 13, 2019. The
strategy will focus on gathering public feedback on the value of existing services and
enhancements being proposed for 2020.
9. Budget Schedule
Future budget meetings are scheduled as shown in Appendix B. This schedule reflects
the approved budget timetable as set out in staff report COR-FSD-19-42 2020 Budget
Guideline and Timetable, dated August 13, 2019.
Corporate Strategic Plan:
The annual budget incorporates numerous initiatives set out in the Corporate Strategic
Plan.
Financial Implications:
1. User Rate Budgets
The following table outlines the impact to the average household of user rate increases
as provided for in user rate models:
User Rate Budget
Water Supply
Wastewater Treatment
3136047

2020 Estimated
Rate Increase
1.9%
3.9%

2020 Annual Household Impact *
$4
$10
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2020 Estimated
Rate Increase

2020 Annual Household Impact *

Retail Water Distribution

4.9%

$31 (includes Water Supply increase)

Retail Wastewater Collection

3.9%

$18 (includes Wastewater Treatment increase)

User Rate Budget

* Assumes annual household consumption of 204 cubic metres.
2. Tax Supported Budget
A 1% change in the tax rate results in a $20 annual change to the average residential
property owner, based on a residential property assessed at $344,200 in 2019. A 1%
tax rate increase generates an additional $5.5 million in tax revenue. The following table
outlines the impact to the average household of the current property tax supported
operating budgets based on current Regional and Police budget positions.
Average Regional Taxes for typical residence ($344,200 CVA)
Region
Police
Total
2019

$1,388

$635

$2,023

2020

$1,440

$671

$2,111

$ change

$52

$36

$88

% change

3.79%

5.63%

4.34%

2020 tax rate impact *

2.58%

1.77%

4.34%

* net of estimated assessment growth of 1.77%.
Other Department Consultations/Concurrence:
All departments and the Waterloo Regional Police Service are involved in the
development of the Region of Waterloo Budget.
Attachments:
Appendix A – Economic Indicators
Appendix B – 2020 Budget Schedule
Prepared By: Chris Wilson, Manager of Corporate Budgets
Craig Dyer, Commissioner, Corporate Services/Chief Financial Officer
Approved By: Mike Murray, Chief Administrative Officer

3136047
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Appendix A – Economic Indicators
Consumer Price Index - Year-Over-Year Change
3.5%
3.0%
2.5%
2.0%
1.5%
1.0%
0.5%

Ontario

Jul-19

Apr-19

Jan-19

Oct-18

Jul-18

Apr-18

Jan-18

0.0%

Canada

Source: Statistics Canada

Consumer Price Index - Outlook for 2020
Inflation (CPI) Projections

2020 forecast (%)

Canada

2.0

Ontario

2.0

Bank of Canada

2.0

National Bank Financial

2.2

CIBC

2.0

RBC

1.7

Scotiabank

1.9

Sources: 2019/20 Government of Canada Budget, 2019/20
Government of Ontario Budget, Bank of Canada, National Bank
Financial, Canadian Imperial Bank of Commerce, Royal Bank of
Canada, Scotiabank

3136047
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Interest Rates – Government of Canada Bond Yields
3.0%

2.5%

2.0%

1.5%

10 Year Bond%

Jul-19

Apr-19

Jan-19

Oct-18

Jul-18

Apr-18

Jan-18

1.0%

30 Year Bond %

Source: Bank of Canada
Monthly Unemployment Rate
6.5%
6.0%
5.5%
5.0%
4.5%

Kitchener

Jul-19

Ontario

Apr-19

Jan-19

Canada

Oct-18

Jul-18

Apr-18

Jan-18

4.0%

Source: Statistics Canada
Fuel Prices - Diesel
3136047
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Diesel 2019 YTD
$65

Price per litre

$1.05
$60

$1.00
$0.95

$55

$0.90
$0.85

$50

$0.80
$0.75

Pricer per barrel (WTI)

$1.10

$45

Weekly price

2019 average price

2020 budget

Crude Oil

2019 budget

Fuel Prices - Gasoline

$1.20
$1.15
$1.10
$1.05
$1.00
$0.95
$0.90
$0.85
$0.80
$0.75

$65
$60
$55
$50
$45

Weekly price

YTD average price

2020 budget

Crude Oil

2019 budget

Appendix B – 2020 Budget Schedule
3136047
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PLANNED

PURPOSE OF THE BUDGET COMMITTEE SESSION
DATE and TIME

2020 Budget Overview
Preliminary Operating Budget and Capital Program
Detailed Budget Review Day 1
 User Rate Operating Budget and Capital Program
 Tax Supported Operating Budget and Capital Program
 Budget issue papers
GRCA presentation

November 13, 2019
(before Council)

November 26, 2019
(Special Committee afternoon)

November 26, 2019
Public Input Session #1

Detailed Budget Review Day 2
 Tax Supported Budget update
 Police Services presentation
Approval of User Rate Budgets

(evening)

December 11, 2019
(before Council)

December 11, 2019
Public Input Session #2

Final Budget Day
 Approval of 2020 Operating budgets and Capital Programs
for Tax Supported Programs
 Approval of 2020 User Fees and Charges

3136047

(evening)

January 22, 2020
(before Council)
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Region of Waterloo
Corporate Services
Financial Services and Development Financing

To:

Chair Sean Strickland and Members of the Budget Committee

Date:

November 13, 2019

File Code: F05-20

Subject: 2020 Budget Public Engagement Strategy
Recommendation:
That the Regional Municipality of Waterloo endorse the Public Engagement Strategy for
the 2020 Budget as set out in report COR-FSD-19-53, dated November 13, 2019.
Summary:
The proposed public engagement strategy to be undertaken during the 2020 budget
process has been developed in accordance with the Region of Waterloo’s Public
Engagement Guidelines. The level of public engagement sought in this initiative is to:
1) Inform the public of the costs and associated benefits regarding current service
levels and proposed service enhancements being considered during the 2020
budget process, and
2) To seek input from the public on where future investments should be made in the
community.
An aggregated analysis of feedback gathered will be provided to Budget Committee in
early January 2020 in order to inform its deliberation of the 2020 budget.
Report:
1. Public Engagement Guidelines
The public engagement strategy to be undertaken during the 2020 budget process has
been developed in accordance with the Region of Waterloo’s Public Engagement
Guidelines (HRC-CIT-16-02). These guidelines ensure that public engagement occurs
3129723
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in a way that enables a consistent approach to citizen involvement and is done in
accordance with the principles of Accountability, Transparency, Respect, Inclusivity and
Responsiveness.
2. Previous Budget Years
The Region has always provided opportunities for public engagement in the budget
process through Public Input meetings which typically follow the second and third of four
Budget Committee meetings. During the 2017 budget process, the use of an online
public engagement tool was added to seek input from the public about service
enhancements being proposed through Budget Issue Papers.
The public engagement strategy for the 2018 budget consisted of providing information
regarding current service levels and the relative cost of those services, in order to
gather public feedback on where future investments should be made in the community.
The strategy for the 2019 budget was to inform the public of the costs and associated
benefits of proposed service enhancements being considered during the 2019 budget
process (as presented through 2019 Budget Issue Papers), and to seek input from the
public regarding these proposed service enhancements.
3. Scope of 2020 Public Engagement Strategy
The proposed 2020 strategy will focus on the value of current service levels and
proposed service enhancements to the community for public-facing Regional services.
The level of public engagement sought in this initiative is to inform the public of the
costs and associated benefits regarding current service levels and proposed service
enhancements being considered during the 2020 budget process, and to seek input
from the public on where future investments should be made in the community. Staff
will gather this input and report back to Budget Committee in early January 2020 in
order to assist the Committee with its 2020 budget deliberations.
Using an online public engagement tool provides an opportunity for the entire
community to be engaged in issues as well as remove barriers that could be faced by
traditional engagement approaches (e.g. in person meetings). “Engage Region of
Waterloo,” the Region’s online public engagement tool, has over 2,500 registered users
on its new platform. Aside from public engagement on the Regional budget, the online
engagement has been used in a number of other public engagement initiatives (e.g.
Stage 2 Ion, Development Charges, Bike Share pilot, road improvements).
The Region’s platform, “Bang the Table”, is visible to all registered users in all seven
areas municipalities and can include enhanced project information such as videos. This
tool is well equipped to both solicit feedback from participants and provide analysis of
responses in a relatively short timeframe, facilitating the reporting of results to
Committee very quickly after the input phase closes. It should be noted that this

3129723
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strategy will not attempt to obtain a representative sample of the population; however
demographic data, if provided by respondents, will be aggregated and reported as part
of the results in order to determine which sectors of the population were reached
through this strategy.
4. Strategy Promotion
A number of different methods will be used to promote public participation in the 2020
budget process including:








Region of Waterloo website banner
News releases
Social media posts
Group emails to stakeholders and citizen groups
A promotional/educational video
Rural library websites and Regional digital displays
Leverage functionality in engagement platform to reach residents and
registered users

These methods were chosen as they incur minimal cost and still reach a large number
of people in the target audience of tax payers and service users. It is noted that certain
members of the public may have less awareness of online communication channels (for
example, some seniors). Additional efforts will be used to create awareness of the
initiative such as targeted emails to related stakeholder groups.
5. Timeline
An overview of the timeline for this strategy is as follows:
Date

Action

Oct – Nov 2019

Develop feedback questions for online public engagement tool

Nov 13, 2019

Present report to Budget Committee on proposed strategy
Launch online public engagement tool

Nov 20, 2019
Extensively promote initiative
Dec 20, 2019

Close online public engagement tool

January 2020

Provide final analysis to Budget Committee of results

3129723
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Corporate Strategic Plan:
The budget process enables Council to achieve its Corporate Strategic Plan objectives
by allocating appropriate resources to each focus area.
Financial Implications:
The scope of work planned to be undertaken in this strategy has been kept to a level so
as to minimize additional cost. Existing tools and staffing resources will be utilized
throughout this engagement strategy and promotional efforts will generally be limited to
cost free forms of social media, website postings, digital displays at Regional buildings,
and inexpensive online advertising that can be accommodated in current budgets.
Other Department Consultations/Concurrence:
The Citizen Service and Corporate Communications divisions have contributed to the
development of this public engagement strategy.
Attachments: Nil
Prepared By: Chris Wilson, Manager of Corporate Budgets
Approved By: Craig Dyer, Commissioner, Corporate Services/Chief Financial Officer
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Region of Waterloo
Corporate Services
Financial Services and Development Financing

To:

Chair Sean Strickland and Members of Budget Committee

Date: November 13, 2019

File Code: A01-01(A)

Subject: Funding and Financing of Growth-Related Infrastructure
Recommendation:
That the Regional Municipality of Waterloo take the following action with respect to
report COR-FSD-19-54, dated November 13, 2019:
1. Request the Government of Ontario to not proclaim sections 26.1 and 26.2 of the
Development Charges Act relating to commercial, industrial and institutional
development;
2. Circulate the report to the Minister of Municipal Affairs and Housing, the area
municipalities within Waterloo Region, the Waterloo Region Police Services
Board, the Association of Municipalities of Ontario, and the municipal members
of MARCO and LUMCO; and
3. Direct staff to consult with the development community within Waterloo region
with regard to the funding and financing of growth-related infrastructure.
Summary:
There are several factors influencing the Region’s ability to fund growth-related
infrastructure, with the most significant being the freezing of RDC calculations for a
particular development, delayed non-residential RDC collections and secondary unit
exemptions under Bill 108. Staff estimate the impact of the delayed RDC collection
receipts due to deferred payment plans and the proposed delay in the first installment
payment of development charges to the time of occupancy (one to two years from
building permit) to be in the range of $125 million over the five-year term of the by-law.
3130528
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Approximately $80-$95 million relates to commercial, industrial and institutional
development as originally estimated in report COR-FSD-19-41 dated August 13, 2019.
The delayed RDC collections will have a significant impact on the Region’s ability to
implement and fund growth-related infrastructure over the next several years and will
require the issuance of a significant amount of growth-related debt. The yet-to-be
proclaimed provisions of Bill 108 expose municipalities to financial risks associated with
an over-reliance on long term debt that could lead to an unsustainable level of fixed
debt servicing costs to be funded by variable development charge collections. This risk
could be further exacerbated by an economic downturn resulting in lower than expected
RDC collections, and potentially creates a risk to the Region’s “triple A” credit rating
should the amount of long term borrowing increase materially.
Options under consideration to mitigate the impacts noted above include the following:








Prepare an updated Development Charge Background Study (DCBS) and
increase the RDC rates in order to recover the additional interest costs
associated with an increase in growth-related debt;
Delay or defer capital projects, potentially impacting the amount, timing and
location of growth in the Region;
Review the structure and term of future long-term financing;
Implement a front-end agreement financing regime where applicable;
Negotiate with developers to pre-pay certain development charges; and
Identify alternative, interim funding sources until DCs are available.

In an effort to work towards a fiscally sustainable infrastructure funding strategy, staff
will be proposing to defer the timing of certain growth-related roads projects. The
proposed project deferrals set out in this report will be reflected in the preliminary 20202029 Transportation Capital Program to be presented to Budget Committee on
November 26, 2019.
Staff recommend that Council request the Government of Ontario to not proclaim
sections 26.1 and 26.2 of the Development Changes Act relating to commercial,
industrial and institutional development. These sections provide for the calculation of
DCs for a particular development to be frozen at the later of site plan application date or
zoning application date and establish a “6 payments over 5 years starting at occupancy”
DC payment plan. These amendments have no policy basis, are unrelated to Provincial
housing supply objectives, and materially impact the ability of municipalities to finance
the infrastructure needed for development to occur.

3130528
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Report
Background:
Staff are preparing the preliminary 2020-2029 Capital Program. The sources of funding
available for the capital program are limited to property taxes, user rates, regional
development charges (RDC) and grants/subsidies (when available). Financing of
Regional funding sources can be from current year revenues, reserves/reserve funds,
and long term borrowing. Staff continue to work towards a more appropriate mix of
funding sources and financing mechanisms in order to enhance the long term financial
sustainability of the Region’s capital program. This is a long term, continuous
improvement exercise, and staff will report back periodically with recommendations and
updates to Council.
With the implementation of the new Regional Development Charge By-law on August 1,
2019, pending changes to the timing of RDC collections under Bill 108 and updating of
the preliminary 2020-2029 Capital Program, staff have been updating development
charge reserve projections and the anticipated growth-related debt requirements over
the next 10 years.
Bill 108, More Homes, More Choice Act, 2019
RDCs for a particular development have historically been determined and collected at
the issuance of the building permit. Under Bill 108, “More Homes, More Choice Act,
2019” the Development Charges Act (DCA) is amended to:
•
•
•

“freeze” the determination of DCs for a particular development at the later of site
plan application date or zoning application date;
establish a “6 payments over 5 years starting at occupancy” payment plan for
new rental housing, commercial, industrial, and institutional development; and
establish a “21 payments over 20 years starting at occupancy” payment plan for
new non-profit housing development.

While Bill 108 received Royal Assent on June 6th 2019, the majority of the proposed
changes to the DCA have not yet been proclaimed while the Province writes the related
regulations. As set out in the Region of Waterloo’s response to the Bill (COR-FSD-1925 dated May 28, 2019), the Region recommended that the province not change the
date at which point the DC is determined for a particular development, and not change
the timing of DC payment for commercial, industrial and institutional development (as
this is not relevant to the Province’s housing supply objectives).
Staff estimate the impact of the delayed DC collection receipts due to deferred payment
plans and the proposed delay in the first installment payment of development charges at
the time of occupancy (one to two years from building permit) to be in the range of $125
3130528
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million over the five-year term of the by-law. Approximately $80-$95 million relates to
commercial, industrial and institutional development as described in report COR-FSD19-41 dated August 13, 2019. The delayed RDC collections will have a significant
impact on the Region’s ability to implement and fund growth-related capital projects
over the next several years.
Freezing the calculation of DCs for a particular development at the later of site plan
application date or zoning application date will also impact development charge
collections as DCs have historically been assessed at the building permit stage. This
means that certain developments will not be subject to RDC rate increases that would
normally occur through indexing or by-law updates. The impact of this amendment is
difficult to estimate at this point.
In addition to the deferred payment plans, amendments to the DCA under Bill 108 will
allow for the creation of additional dwelling units in new residential buildings as well as
in ancillary buildings on a residential site, allowing a developer to build a single/semi or
row dwelling with an additional apartment that is DC exempt. The amendment also
provides for the creation of additional multi-residential units comprising 1% of existing
units exempt from DCs, although it is unclear how this will be calculated and
administered. The impact of the new secondary unit exemption is difficult to estimate
without further clarification but assuming that secondary dwelling units account for 5%10% of the total apartment units created in a given year, this could reduce the annual
residential development charge collections by approximately $1.5 to $3.0 million.

Risks to the Region
In addition to the significant impacts of Bill 108 described above, there are other factors
impacting the funding and financing of growth-related infrastructure including:





The timing of the construction of growth-related infrastructure in relation to the
timing of the RDC collections
As the scope of infrastructure projects is further defined, capital costs may
change from the amount that was originally included in the DCBS and RDC rate
calculation
The extent of existing growth-related debt servicing costs in relation to RDC
collections.

Together, these factors impose risks to the Region’s long term financial sustainability
that must be managed and mitigated. These risks include:

3130528
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A potential over-reliance on long term debt that could lead to an unsustainable
level of fixed debt servicing costs to be funded by variable development charge
collections;
An economic downturn resulting in lower than expected RDC collections - the
current sustained period of economic growth can not continue indefinitely and
seems likely to end within the term of the RDC by-law, and again this would
require a fixed amount of existing growth-related debt servicing costs to be
funded by a lower amount of RDC collections;
Risk to the Region’s “triple A” credit rating should the amount of long term
borrowing increase materially.

RDC collections are subject to fluctuations in development activity and have the
potential to vary substantially over time, as indicated in the following chart:

As additional growth-related debt is issued for a particular service, an increasing share
of the annual RDC collections are dedicated to fund the existing debt servicing costs
associated with previously completed projects. As the proportion of collections
dedicated to existing debt servicing costs increases, the ability to fund future projects is
constrained (particularly in a period of low development activity) as the debt servicing
costs are fixed over the term of the debt, which is generally 20 years for major growthrelated infrastructure projects.
Service-specific RDC Reserve Fund Analysis
Staff have reviewed the impact of Bill 108 and other factors affecting the funding and
financing of growth-related infrastructure, and a preliminary analysis by service follows.
The Airport and Library services have been omitted as these services will transition to
the new Community Benefits Authority under Bill 108 (currently anticipated to be
effective Jan 1, 2021).
3130528
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1. Water and Wastewater
Water and Wastewater infrastructure is unique relative to other RDC funded services in
that the infrastructure generally must be constructed in order for growth to occur, and
often requires significant investments at a point in time. The Region currently funds
these costs upfront and then collects the related development charges over a period of
time as the growth occurs.
In order to implement the required infrastructure necessary to meet the 2051 servicing
needs as set out in the Water and Wastewater master plans, the Region will invest
approximately $425 million in growth–related Water and $600 million in growth-related
Wastewater infrastructure over the next 30+ years with approximately 50% of these
investments occurring in the next 10 years. The timing of these investments in relation
to the collection of the associated RDCs necessitates the issuance of significant
amounts of growth-related debt.
This timing issue is further exacerbated by the deferred DC payment plans and statutory
exemptions imposed under Bill 108 which will reduce the RDC cash-flow by an
estimated $20-$25 million in Water and $30-$35 million in Wastewater over the 20202029 time-frame. This results in a significant increase in growth-related debt
requirements over the 10-year capital program. Specifically:


In the case of Water services, although no growth-related debt has been issued
to date, it is currently estimated that approximately $110 million will be required
over the 2020-2029 time-frame, resulting in 45% of projected annual RDC
collections being committed to fund debt servicing costs by the end of the 10year period.



For Wastewater, $119 million of 20-year growth-related debt has been issued
since 2013 primarily to fund expansions in Kitchener and Waterloo, resulting in
the first $8.5 million in annual RDC collections being committed to fund existing
debt servicing costs. In addition to this, it is estimated that an additional $138
million could be required over the 2020-2029 capital program resulting in 70% of
projected annual RDC collections being committed to fund existing debt servicing
costs by the end of the 10-year period.

For both Water and Wastewater, the relatively high proportion of RDC collections that
will be committed to fund existing debt servicing costs by the end of the 10-year capital
program is concerning and will inhibit the ability to fund future growth-related projects
from the RDC reserves.

3130528
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2. Transportation
The completion of several major expansion projects over the past few years has drawn
down available funds in the Transportation RDC Reserve. As a result, $30.6 million in
20-year growth-related debentures was issued in 2019 for various transportation
projects. The annual debt servicing costs associated with the debentures above
commits the first $2 million of annual Transportation Development Charge collections to
fund existing debt over the next 20 years. This currently represents 6.5% of the average
annual transportation RDC collections over the last 5 years.
The deferred DC payment plans imposed under Bill 108 will have a significant cash flow
impact on the Transportation Development Charge Reserve with an estimated $55-$65
million reduction in DC revenue over the 2020-2029 period, materially impacting the
funding available for growth-related Transportation projects particularly in the first half of
the capital program. This, combined with a number of significant projects scheduled to
proceed in the next five years, results in an estimated $190 million of additional growthrelated debt to be required over the next 10 years, resulting in approximately 35% of
annual RDC collections being committed to fund existing debt servicing costs by the
end of the 10-year period.
In an effort to work towards a fiscally sustainable funding strategy by mitigating the
amount of future DC collections that are committed to debt servicing costs and providing
a more balanced spending profile over the 10-year capital program, staff will be
proposing to defer the timing of six growth-related Transportation projects as set out in
the table below:
Proposed Transportation Project Deferrals
Project
River Rd.

Maple Grove
Rd. – Hespeler
Rd. to Fountain
St.

3130528

Budget
($M)
$55.9

$36.0

Original
Timing
2020 &
2023

Proposed
Timing
2025 &
2027

2021/22 &
2024-27

2022/23 &
2025-27

Potential Impacts of Deferral
Minor development impact;
increased congestion on Fairway
Rd; defers improved ramp access
to Hwy 8; Active transportation
component delayed
Minor development impact;
increased spill-over of traffic from
Hwy 401 should subside once Hwy
401 completed fall 2019; Active
transportation component delayed
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Budget
($M)
$16.5

Original
Timing
2022/23

Proposed
Timing
2025/26

Fountain St.
Maple Grove
Rd. to Kossuth
Rd.

$11.5

2023/24

2025/26

Minor potential for development
impact and increased traffic
congestion on Fountain St.

Franklin Blvd,
200M N of
Avenue Rd. to
325 M South of
Bishop St.

$9.3

2022/23

2024/25

Defers solution to current traffic
bottleneck at the intersection of
Can-Amera Pkwy. and Franklin
Blvd. and at Saginaw Pkwy and
Franklin Blvd.

Fischer
Hallman Rd./
Bearinger Rd.,
Columbia St. to
Westmount Rd.

$17.7

2020/22

2023/25

Minor potential for development
impact; increased congestion on
Westmount Rd., Bearinger Rd.
Fischer Hallman Rd. and
Laurelwood Dr.

South
Boundary Rd.,
Franklin Blvd.
to Dundas St.

Potential Impacts of Deferral
Minor potential for development
impact pending MTO approvals for
servicing on Dundas St.; Active
transportation component delayed

The deferrals above will be reflected in the preliminary 2020-2029 Transportation
Capital Program that is to be presented to Budget Committee on November 26, 2019.
With these changes, the growth-related transportation debt requirements decrease from
$190 million to approximately $149 million over the 10-year period, thereby reducing the
portion of annual RDC collections committed to funding debt servicing costs by the end
of the 10-year period from 35% to just under 30%.
3. Public Transit
The preliminary 2020-2029 Public Transit RDC reserve projection is indicating that the
reserve will fall into a deficit position in the short term before recovering to a positive
position by 2027 due to a combination of the following:



The deferred DC payment plans imposed under Bill 108 will impact RDC cashflow by an estimated $13-$16 million over the 2020-2029 period.
The preliminary 2020-2029 Transit capital program is front-end weighted with
approximately 75% of the expenditures planned in the first five years, primarily
due to the timing of the GRT Northfield Drive Facility project.

3130528
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A significant component (50-60%) of annual Transit RDC collections is
committed to fund existing debt servicing costs related to ION, with additional
debt planned for the Northfield Drive facility construction in 2020-2022.

Staff will continue to monitor the Transit RDC reserve with a view to manage the
quantum and duration of any potential deficits as well as targeting an appropriate level
of annual RDC collections committed to funding existing debt servicing costs.
4. Other Services
The remaining RDC services are impacted to varying degrees, as described below.


Waste Management: projections currently indicate that the reserve will fall into a
deficit position of approximately $1 million over the 2020-2029 period primarily
due to the timing of expenditures in the preliminary 2020-2029 Capital Program
(70% of expenditures planned in the first five years).



Paramedic Services: The reserve will likely fall into a deficit position during the
10-year period primarily due to the addition of ambulances and equipment to the
capital program as set out in the recently approved Paramedic Services Master
Plan that were not contemplated in the DCBS. For Paramedic Services, a
significant portion of the annual RDC collections (50-60%) are committed to fund
existing debt servicing costs relating to the construction of the Kitchener, Breslau
and HQ North facilities.



Facilities: The Facilities RDC reserve fund is anticipated to remain in a positive
position throughout the 2020-2029 forecast.



General Government (Planning Studies): The preliminary reserve projection is
currently indicating that the reserve will remain in a deficit position over the 10
year forecast.



Police Services: The reserve projection is currently indicating that the reserve
will fall into a deficit position of approximately $5 million over the 2020-2029
period with a significant portion of future DC collections committed to fund debt
servicing costs related to facility expansions in 2020-2025. The deferred DC
payment plans contemplated under Bill 108 will impact the RDC cash-flow by an
estimated $3.5-$4.5 million over the 10-year capital program.

Options under consideration

3130528
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In order to mitigate the risks to the Region and develop a sustainable financing strategy
moving forward, staff are evaluating a number of options, including:


Undertaking another Development Charge Background Study: If the
calculation freeze and payment deferral sections of Bill 108 are proclaimed in
early 2020, municipalities including the Region will experience a material
reduction in development charges collected in the short and medium terms. It
would be possible for a new DCBS to be prepared that reflects the amended
DCA. The calculation would include significantly higher interest costs due to the
additional long term borrowing required, thereby increasing the development
charge rate.



Deferring capital projects, potentially impacting the amount, timing and
location of growth: The work being completed under the Municipal
Comprehensive Review over the next year will help inform the evaluation and
potential implications of this option;



Reviewing the structure and term of future long-term financing: Growth
related debt issued to date has been for a 30-year term for LRT and primarily a
20-year term (with some limited 10 year issues) for all other services
(Wastewater, Transportation, Paramedic Services, GRT, Airport, and Library);



Implementing a front-end agreement financing regime: With this option
developers would fund the upfront costs of certain infrastructure (predominantly
water and wastewater) in order for it to be constructed and the Region would
credit the development charges to repay the developer as development occurs;



Negotiating with developers to pre-pay certain development charges: This
would advance certain RDC collections and potentially reduce the amount of
growth-related debt required;



Identifying alternative, interim funding sources until the DCs are available:
Growth-related projects could be funded from user rate or tax levy sources (if
available) to be repaid from future development charges.

Staff will continue to investigate and evaluate the options available to maintain the RDC
reserve funds in a sustainable position with an appropriate level of future RDC
collections committed to existing debt servicing costs, and report back to Committee as
required.

Staff Recommendations
3130528

Page 10 of 12

37

37
November 13, 2019

Report: COR-FSD-19-54

Staff recommend that Council request the Government of Ontario to not proclaim
sections 26.1 and 26.2 of the Development Changes Act relating to commercial,
industrial and institutional development. These sections provide for the calculation of
DCs for a particular development to be frozen at the later of site plan application date or
zoning application date and establish a “6 payments over 5 years starting at occupancy”
payment plan. These amendments have no policy basis when applied to non-residential
development, are unrelated to Provincial housing supply objectives, and materially
impact the ability of municipalities to finance the infrastructure needed for development
to occur.
Staff recommend circulating this report to the Minister of Municipal Affairs and Housing,
the area municipalities within Waterloo Region, the Waterloo Region Police Services
Board, the Association of Municipalities of Ontario, and the municipal members of
MARCO and LUMCO. In addition, staff recommend engaging the local development
community to gather input and to communicate the scope and magnitude of this
financial challenge.
The options under consideration may impact the amount, timing and location of growth
in the Region. This matter continues to be a significant discussion topic at major growth
municipalities across the Province.
Corporate Strategic Plan:
This report supports strategic objectives found in the Corporate Strategic Plan, and
particularly Focus Area 1.2 - Plan for and provide the infrastructure and services
necessary to create the foundation for economic success under Focus Area 1, Thriving
Economy.

Financial Implications:
Although several unknowns remain, staff have estimated the impact of timing
differences in RDC collection receipts due to deferred payment plans and additional
statutory exemptions contemplated under Bill 108 to be in the range of $125 million to
$150 million over the 2020-2029 period as set out in the table below:
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Bill 108 – Potential Impact on RDC Collections over the 2020-2029 period
Service

$Million

Transportation

$55 - $65

Water

$20 - $25

Wastewater

$30 - $35

Transit

$13 - $16

Police

$3.5 - $4.5

General Government

$1.3 - $1.7

Facilities

$0.7 - $0.9

Waste Management

$0.5 - $0.7

Paramedic Services

$0.5 - $0.7

Total

$124.5 – $149.5

These legislative amendments, combined with the relative timing of capital expenditures
and RDC collections will have a significant impact on the Region’s ability to fund growthrelated capital projects. Staff continue to work towards a more appropriate mix of
funding sources (property taxes, development charges, and user rate revenues) and
financing mechanisms (current year revenues, reserve and reserve funds, and long
term borrowing) in order to enhance the long term sustainability of the Region’s capital
program.
Other Department Consultations/Concurrence:
Staff from Transportation and Environmental Services and Planning, Development and
Legislative Services were consulted.
Attachments
Nil
Prepared By: Shane Fedy, Manager, Infrastructure Financing
Approved By: Craig Dyer, Commissioner, Corporate Services/Chief Financial Officer
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