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[ Region o Peel REPORT

Meeting Date: 2016-10-13
Regional Council

Workiwg for you

For Information

DATE: September 29, 2016

REPORT TITLE: STATEMENT OF DEVELOPMENT CHARGE RESERVE FUNDS -
FISCAL 2015

FROM: Stephen VanOfwegen, Commissioner of Finance and Chief Financial
Officer

OBJECTIVE

To provide the statement of development charge reserve funds for fiscal 2015.

REPORT HIGHLIGHTS

Section 43 of the Development Charges Act, 1997 requires that the Treasurer of the
municipality provide to Council annually a financial statement of development charges (DC)
related transactions and balances.

Appendix | of the subject report — Regional Treasurer’'s Statement of Development Charges
Reserve Funds - 2015 summarizes the development charges reserve transactions and
activities for the year ended December 31, 2015, which resulted in a net decrease of $146.8
million (from $110.5 million to a shortfall of $36.3 million).

Investments in infrastructure (primarily water, roads and wastewater) to support growth were
$28.5 million higher than forecast, or a 9.1 percent increase.

The Region of Peel (“Region”) did not issue external debt for Regional purposes as there
were sufficient non-DC funds to meet 2015 capital funding requirements.

A new DC By-law was passed by Regional Council on October 5, 2015 to maintain the
financial sustainability of the DC program.

DISCUSSION

Background

The attached statements of Development Charges Reserve Funds — Fiscal 2015 are
presented to Council in compliance with the Development Charges Act, 1997 (the Act). The
Act requires that the Treasurer of the municipality provide to Council an annual financial
statement in respect of each Reserve Fund created under the mandate of the Act. Changes
to the development charges legislation (which took effect on January 1, 2016) introduced
new requirements under Section 43 of the Act for information included in the annual
Treasurer's statement. Section 43 of the Act now also includes revised reporting
requirements for municipalities including the Region of Peel.
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Development Charges Reserve Fund Statement — Requirements

In accordance with Section 33 of the Act, the Region maintains separate reserve funds for
each program that a development charge relates to (e.g. Water, Roads, Wastewater). The
monies collected from Development Charges By-law 46-2015, as well as GO Transit By-law
45-2001 have been distributed to the appropriate development charges reserve fund.

Prior to the recent legislative changes, Section 43 of the Act required the Regional
Treasurer to provide annually to Council a financial statement relating to the development
charges reserve funds further described in O.Reg. 82/98 Section 12 and 13, including:
opening and closing balances, disclosure of all development charges credits issued that
may affect reserve balances, and a list of projects that have been financed from
development charges reserves. Due to the new legislative changes, Section 43 of the Act
now requires in addition to the above that the financial statement includes: information on
the manner in which any non-DC portion of the above-listed capital projects were funded or
will be funded, and a statement that no charges for development or a requirement to
construct a service related to development were imposed, except as permitted by the Act.

This required information is provided in the schedules contained in Appendix |.

The new legislation also requires that Council ensure that the financial statement is made
available to the public.

Section 14 of the 1989 Development Charges Act stipulates that current or former owners of
land who paid a lot levy are entitled to a credit for those payments. The Act required owners
and former owners to apply for credit by October 31, 1999. The Region of Peel is obligated
to fund the total credit claims applied for within the prescribed period.

In accordance with the Act, Appendix I, Statement of Development Charges (DC) Reserve
Funds for the year ended December 31, 2015, is structured into the following four sections:
a) Summary of the Statement of Development Charges Reserve Funds
b) Details of Project Funding by Program
c) Section 14 Credit Holders
d) Glossary of Terms

Upon receipt of the report, this information will be posted on the Region of Peel website:
http.//www.peelregion.ca/finance/

Development Charges Reserve Fund Statement — 2015 Financial Implications

The DC Reserve experienced an increase in revenues by 6.2 per cent during 2015 with DC
collections reaching $281.8 million, up from $265.4 million collected in 2014. The revenue
increase could be attributed in part to the DC By-law update and the corresponding 13.5 per
cent DC rate increase which was passed by Council in October 2015.

Capital expenditures in 2015 reached $341.5 million, an increase of 14.1 per cent compared
to 2014 expenditures of $299.3 million. Approximately 60 per cent of 2015 capital
expenditures was for water infrastructure projects, of which $93 million was directly
attributed to Hanlan Transmission Main. In addition to the capital expenditure of $341.5
million, principal and interest payments of $89.3 million resulted in total program expenditure

2.
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of $430.8 for the year. This amount was offset by the $281.8 million in DC revenue, resulting
in a $146.8 million reduction in the DC reserves. Of this amount, $36.3 million was borrowed
from non-DC reserves. The Region continues to make several key investments to deliver
strategic infrastructure namely, the expansion of roads, water and wastewater treatment
plants and systems to accommodate growth to 2031. Accordingly, DC related expenditures
will be closely monitored against incoming revenues and annual assessments will determine
how to address any ‘DC funding gap’ or deficit over the next several years.

As permitted in the Development Charges Act, planned borrowing was incorporated into the
updated DC by-law. In order to finance the funding gap in DC related projects, the Region
issued debentures of $254.6 million in 2010, $468.6 million in 2011, $300 million in 2012,
and $250 million in 2013. There was no new external debt issuance for DC purposes in
2015. The net outstanding DC debt balance after sinking fund and principal payments have
been applied is $1,149 million. The Region will continue to use debt when needed to fund
the gap, which will be reported in future annual DC Reserve statements. DC revenues are
projected to offset the debt during the course of the planning horizon which extends to the
year 2031.

The following table presents information reported in Section A of Appendix I, which outlines
the 2015 Status Summary of DC Reserve Funds, in which the year’s beginning balance
includes total gross debt outstanding at the time of $1,273 million.

As a result of the transfer of Coleraine Drive road in Caledon to the Region in 2014, the
Region assumed responsibility to pay $2.3 million in Caledon’s DC debt, and included that
amount in the 2015 DC Background Study. Consequently, the Regional DC program
currently has $1,273 million in gross outstanding DC debt at the end of 2015.
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2015 Status Summary of DC Reserve Funds

($ Millions)
Beginning Balance as at January 1, 2015 ® 110.5
Add: Developer Contributions 281.8
Internal Interest Income 23 2841
Less: Capital Spending (341.5)
External Debt Repayment Charges

Sinking Fund Contribution (31.7)

Principal (2.6)

Interest Expense (55.0) (89.3) (430.8)
Available Funds for Capital Projects (36.2)
Less: Outstanding Section 14 Credits (3.7)

Balance Committed to Active Capital Works Projects
(Encumbrance) (1,158.6) (1,162.3)

Overcommitted Development Charges Reserve
Fund as at December 31, 2015 (1,198.5)

The reserve balance has been credited with total gross debt issued for DC purposes of $1,273.3 million. To
date $124.1 million in cumulative sinking fund and principal payments have been made.

Proposed Direction

The Region has demonstrated strong financial management through long-term financial
planning and prudent use of reserves which are aligned to our overall debt plan and Council-
adopted Long Term Financial Planning Strategy to ensure the long term financial
sustainability of Peel's services and to maintain a high credit rating. Staff will be providing
Council with a full status update of Regional reserves and capital financing prior to the 2017
budget. The passing of the new by-law in October 2015 and the implementation of policy to
start collecting hard service DC at subdivision agreement execution have been contributing
to improved DC cash flow, thereby deferring the need to issue DC debt.

The updated development charges legislation which took effect on January 1, 2016 also
includes changes such as the need for municipalities to consider area rating. If
implemented, this policy will have implications for the Region’s Long Term Financial
Planning Strategy. Other changes such as the recognition of waste diversion as a DC
eligible service and the adoption of a forward-looking approach to modelling transit, will
improve the Region’s level of capital cost recovery through DCs. Regional staff are currently
undertaking work to ensure the next DCs background study can proceed in accordance with
legislative changes and help the Region to better model factors that are increasing risks to
the Region’s growth infrastructure investments, such as the changing nature of employment.
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CONCLUSION

This report complies with the Region of Peel's reporting obligation under Section 43 of the
Development Charges Act, 1997. Regional staff will provide an update on the status of the
DC reserves and capital financing in the next triannual report to Council.

/M /{Nuf“\-
Stephen VanOfwegen, Commissioner of Finance and Chief Financial Officer

Approved for Submission:

w S.Mc.

D. Szwarc, Chief Administrative Officer

APPENDICES

1. Statement of Development Charge Reserve Funds (Sections A-D)

For further information regarding this report, please contact Dave Bingham at extension 4292 or
via email at binghamd@peelregion.ca.

Authored By: Junior Higgins
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REGIONAL MUNICIPALITY OF PEEL

STATEMENT OF DEVELOPMENT CHARGE
RESERVE FUNDS

FOR THE YEAR ENDED

DECEMBER 31, 2015

Dave Bingham
Treasurer & Director of Corporate Finance
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TABLE OF CONTENTS

A. Summary of the Statement of Development Charge Reserve Funds
B. Details of Project Funding by Program
C. Section 14 Credit Holders

D. Glossary of Terms
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SECTION A

2015 SUMMARY OF THE
STATEMENT OF
DEVELOPMENT CHARGE
RESERVE FUNDS
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SECTION B

DETAILS OF PROJECT FUNDING
BY PROGRAM
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Legend for Funding Account Information

NonDC Reserves Description
R0025 Federal Gas Tax Funds
R0210 Capital Finance Stabilization - Roads
R0235 Capital Finance Stabilization - Ambulance
R0241 Capital Finance Stabilization - Water
R0242 Capital Finance Stabilization - Wastewater
R0252 Capital Finance Stabilization - Planning
R1060 Capital Construction Reserve - Housing New Development
R1175 Capital Construction Reserve - Public Health
R1288 Capital Finance Stabilization - Energy Conservation
R1615 Social Services - TransHelp Vehicle
R1617 Ambulance Vehicle
R2220 Peel Region Police - Communication Equipment
R2221 Peel Region Police - Facilities Reserves
R2322 Ambulance Equipment

Government & Other

Funded Accounts Description
85525 Ministry of the Environment
Ministry of Municipal Affairs and Housing for Investment in Affordable Housing
85543 (for administration)
85560 Prior Year Subsidy Adjustments
86280 Developer Contributions/Recoveries
86299 Revenue from outside sources
86311 Revenue from Provincial Government
86412 Revenue from Halton Region
86414 Revenue from York Region
86482 Revenue from City of Brampton
86648 Rents derived from Regional properties
86694 Revenue from sale of Regional real estate

86805 Revenue collected through means not specified above
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SECTION C

SECTION 14 CREDIT HOLDERS



APPENDIX |
Development Charges Reserve Funds 6.2-22

Regional Municipality of Peel
Section C - Section 14 Credit Holders

As at December 31, 2015

Current Credit Holder 2014 Balance 2015 Balance

1029629 Ontario Inc. 103,306.30 103,306.30
1181482 Ontario Ltd. 107,890.11 107,890.11
1215918 Ontario Limited/ Karshel Holdings Inc. 34,515.26 34,515.26
1234778 Ontario Inc. and 835702 Ontario Inc. 66,629.19 66,629.19
1236236 Ontario Inc. 33,457.00 33,457.00
1238010 Ontario Inc. 91,467.00 91,467.00
1280980 Ontario Inc. 107,471.26 107,471.26
744817 Ontario Ltd. 53,932.00 53,932.00
768726 Ontario Inc. 22,379.06 22,379.06
778334 Ontario Inc. 49,838.94 49,838.94
982098 Ontario Limited 12,355.64 12,355.64
Annovator Investments Inc. 265,084.00 265,084.00
Atir Investments Limited 565,141.68 565,141.68
Austin Steel Group Inc. 1,809.63 1,809.63
Bayview Hospitality 56,928.00 56,928.00
Bohler-Uddeholm Thermo Tech Inc. 438,617.00 438,617.00
Boldco Group Inc. 218,714.00 218,714.00
C.M. Capital Leasing 102,591.00 102,591.00
Canada Life Assurance Company 135,343.82 135,343.82
Courtney Square Ltd. 219,410.96 219,410.96
Dariusz Krowiak 4,665.33 4,665.33
Davpart Inc. 15,342.12 15,342.12
Eric George Robbins 6,679.00 6,679.00
F&A Alfonso Developments Ltd. 79,878.25 79,878.25
Giffels Enterprises Inc. 149,251.00 149,251.00
Griffcan Properties Limited 1,150.00 1,150.00
Impulse Technologies Ltd. 10,048.11 10,048.11
JMAR Developments Limited 37,612.88 37,612.88
Marcel Czarnik 13,806.45 13,806.45
Menkes Industrial Parks Ltd. 172,106.00 172,106.00
Metropolitan Industrial & Commercial Masonry 42,607.00 42,607.00
Contractors Association Inc.

Mid-Airport Developments Ltd. 117,166.38 117,166.38
Muzzo Brothers Group Inc. 33,388.58 33,388.58
OMERS Realty Management Corporation 51,318.00 51,318.00
Royal Canadian Steel Inc. 15,105.54 15,105.54
Slough Estates Canada 220,094.77 220,094.77
Stellarbridge Management Inc. 16,298.03 16,298.03
Vensil Construction Limited 6,679.00 6,679.00

Total: 3,680,078.28 3,680,078.28
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SECTION D

GLOSSARY OF TERMS
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Regional Municipality of Peel
Section D - Glossary of Terms

6.2-24

Terminology

Related Services for Growth/ Definition

Ambulance Reserve Funds
R3570

GO Transit Reserve Funds
R3510

Health Reserve Funds
R3550

Long-Term Care Reserve Funds
R3560

Planning and Growth Studies
R3580, R3680

Police Reserve Funds
R3540, R3575, R3640

Regional Roads Reserve Funds
R3505, R3506, R3605

Transhelp Reserve Funds
R3565

Wastewater Reserve Funds
R3515, R3525, R3615, R3625

Water Reserve Funds
R3520, R3530, R3620, R3630

Children Services Reserve Funds
R3516

Shelters Reserve Fund
R3531

Social Housing Reserve Fund
R3526

Ambulance services capital infrastructure including
vehicles, equipment, and facilities

Peel’s share of GO Transit costs related to rolling
stock, facilities, grade separations, and rail corridors.

Health services such as new clinics.

Seniors services such as new long term care facilities.

Planning studies related to growth.

Peel Regional Police Services in Brampton and
Mississauga including facilities, vehicles, field
communication equipment and Caledon OPP facilities.

Road services including studies, design, construction,
widening, signals, and landscaping.

Purchase of growth related buses for Para-transit
system which services urban areas of Mississauga,
Brampton and Caledon.

Wastewater services including studies, design, and
construction of treatment facilities, trunk and sanitary
sewers for both South Peel and Regional systems.

Water services including studies, design, construction
of treatment facilities, reservoirs, feedermains, and
pumps for both South Peel and Regional systems.

Children Services capital infrastructure includes new
buildings in order to expand the inventory of childcare
spaces

Shelters capital infrastructure includes new buildings in
order to address the immediate need for future
residents within Peel

Social Housing capital infrastructure includes new
buildings in order to maintain the quality of life for future
residents within Peel




