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DEVELOPMENT CHARGES PREPAYMENT OPTIONS AT TIME OF  
BY-LAW UPDATES AND PHASE-IN OF RATES 

 
The Finance and Administration Committee recommends: 
 

1. Receipt of the communication (April 7, 2010) from Marco Filice, Vice-
President & Counsel, Liberty Development Corporation; and 

2. Adoption of the recommendations contained in the following report 
dated March 15, 2010, from the Commissioner of Finance. 

 
 

1. RECOMMENDATIONS 
 
It is recommended that: 
1. Regional Council approve a process that would provide the option for proponents to 

enter into an agreement to prepay Regional development charges at the time of a by-
law amendment or phase-in of rates, in accordance with terms and conditions set out 
in section 4 of this report. 
 

2. Regional Council delegate the execution and approval of prepaid development charge 
agreements to the Finance Commissioner and Regional Solicitor.  

 
 

2. PURPOSE 
 
The purpose of this report is to establish a process that would provide the option for  
proponents to enter into an agreement to prepay Regional development charges prior to 
changes in development charge rates, subject to conditions detailed within this report. 
This would minimize development charge complaints received from developers who 
require more time to obtain the necessary approvals that would allow for payment of the 
development charge but who will be initiating construction imminently.   
 
 

3. BACKGROUND  
 

On December 16, 2009 Regional Council adopted the Regional Official Plan.  The 
Official Plan includes revisions that emphasize the importance of Economic Vitality and 
balanced growth.  The implementation of financial tools that would assist the Region in 
achieving growth management goals in the Official Plan is consistent with the overall 
objectives of this report.  A prepayment option for Regional development charges is a 
financial tool that is consistent with the Official Plan’s objectives. 
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In addition, each time the development charge By-law is updated or phased-in rates are 
increased, Regional staff received a number of prepayment requests under existing 
policies. Regional staff received a number of requests and complaints from developers 
whose developments are in the approval process to pre-pay their development charges. In 
many cases, these approvals are received within a short time period after the adjustment 
date and as a result, the developers are required to pay the increased rate. Some 
developers have expressed an opinion that municipalities have contributed to the delay 
and this may lead to disagreements and potentially Ontario Municipal Board hearings. 
This situation may result in an unfair advantage or disadvantage amongst developers if 
the increases in costs are significant.  
 
In the case of non-residential developments, Regional development charges are collected 
by the area municipality at the building permit issuance stage.  The pre-qualification for 
the building permit process and requirements are lengthy and require extensive up-front 
work.  The proposed payment option will also relieve some of the strain that the local 
municipality faces during these development charge updates.  Financial certainty will be 
provided regarding Regional development charges during this six month period.  
Therefore, this would allow the developer to focus their attention on achieving final 
approval or building permit issuance in the allotted time.   
 
Based on our research for the 2007 By-law, development charges contribute to 
approximately 11% of the non-residential total project costs.   
 
 

4. ANALYSIS AND OPTIONS 
 
An option to allow prepayment of development charges is proposed for By-
law updates or phase-in of rates 
 
To be consistent with the Official Plan objectives and to eliminate concerns related to 
timing and approvals when the Region undergoes a development charge By-law update, 
or when a rate increase is phased-in staff recommends an option for proponents to enter 
into an agreement to prepay development charges with the Region subject to the 
following requirements:  
 
Residential In-fill subdivisions and High-rise developments  
1. Prepaid development charges will be payable upon execution of the agreement based 

on rates in effect on the payment date, and  
2. In order for this rate to prevail the development must, within six months, meet all 

criteria (as detailed in Attachment 1) presently in place that would allow for the 
development charge payment to be accepted by the Region, and  

3. The payment of said development charges shall be made directly to the Region, and 
4. Any other payment provisions in the By-law shall not apply to the agreement ; and 
5. The Region will provide a “proof of payment” for the developer to present to the 

local municipality at time of building permit issuance, and 
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6. This agreement is valid for six months from the date noted on the “schedule of 
agreement”, and  

7. If condition 2 is not met, the Region will refund the prepaid development charges 
paid without interest, after the “proof of payment” expires, and development charges 
will be payable at the prevailing rate on the effective payment date.   

 
Non-residential developments 
1. Prepaid development charges will be payable upon execution of the agreement based 

on rates in effect on the payment date, and  
2. In order for this rate to prevail, the building permit for the proposed development 

must be issued within six months of the date of execution of the agreement, and 
3. The payment of said development charges shall be made directly to the Region, and 
4. Any other optional payment provisions in the By-law shall not apply to the 

development; and 
5. The Region will provide a “schedule of agreement” for the developer to present to the 

local municipality at time of building permit issuance, and 
6. This agreement is valid for six months from the date noted on the “proof of payment”, 

and 
7. If the building permit for said development is not issued within six months of the date 

of execution, the Region shall refund the prepaid development charges without 
interest, after the “proof of payment” expires.  As a result, development charges will 
be payable at the prevailing rate on the day the building permit is issued. 

 
It is proposed that this prepayment option be made available on all developments.  
Should developers choose not to enter into a prepaid development charge agreement, they 
will be subject to the current provisions within the development charges By-law and will 
be able to take advantage of pre-existing policies specifically the 3 year Retail deferral 
option and the 18 month Condominium deferral option.   
 
 

5. FINANCIAL IMPLICATIONS 
 

This prepayment option would be limited to Development Charge By-law updates and to 
increases related to phased-in rates.  Future development charge rate changes are subject 
to annual indexing adjustments in accordance with Statistics Canada Non-residential 
Construction Price Index as well as DC By-law updates.  It is important to note that this 
option is not available when the Regional development charge By-law undergoes and it’s 
annual indexing   
 
Typically, By-law updates can result in significant rate changes, as the 2007 DC By-law 
increased development charges by approximately 20%.  Therefore, the prepayment 
option can result in significant savings to these types of developments that are in the final 
stage of the approval process and building permit issuance is imminent. 
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To the extent that this prepayment option is chosen by developers, DC revenues may be 
somewhat lower than they would have been if payment had to be made at the higher rate.  
It is difficult to quantify this impact.  The benefit of this proposal is to help developers 
who are very close to completing the approval process and to reduce the possibility of 
requests, complaints and potential Ontario Municipal Board hearings.  This option is 
proposed to be limited to a six month time period, and is intended to achieve a reasonable 
balance between the concerns of developers who are at this stage in the approval process 
and potential DC revenues foregone by the Region. 
 
  

6. LOCAL MUNICIPAL IMPACT 
 
Development charges are the primary funding source for the Region’s growth-related 
infrastructure costs.  The prepayment process that is proposed tries to minimize 
additional requirements for the building permit issuance by the local municipality.  This 
would also relieve some of the increased volume for approval and building permit 
issuance by local municipal staff.  
 
 

7. CONCLUSION 
 
This report proposes a process that would provide the option for proponents to enter into 
an agreement to prepay development charges subject to the terms and conditions as set 
out in section 4 of this report.  In addition, it also authorizes the delegation of execution 
of resulting prepaid development charge agreements. 
 
 
For more information on this report, please contact Kelly Strueby, Director of Business 
Planning and Budgets at ext. 1611 or Beth Kodama, Manager of Capital and 
Development Financing at ext. 1699. 
 
The Senior Management Group has reviewed this report. 
 

(The attachment referred to in this clause was included in the agenda for the April 8, 2010 
Committee meeting.) 

 












