City of Richmond Report to Committee

To: Planning Committee , ‘Date:  June 2, 2008

From: Jerry Chong File:
~ Director, Finance

Re: | Proposed DCC Program and Rates Bylaw

' -Staff Recommendation

D) That Development Cost Charges Bylaw No 8024, Amendment Bylaw No. 8396 which
amends the 2008 Development Cost Charge (DCC) Program and is requlred to .
implement the proposed new City Centre Area Plan, be introduced and given first
reading. :

2) That staff be directed to obtain public input regarding the draft 2008 Development Cost

Charge (DCC) Program and Bylaw as per the report from the Director, Finance dated -~
June 24 2008, and report back to Council in July 2008.

v

Jerfy Chong

Director, Finance
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Staff Report
Origin
Introduction

Section 933 of the Local Government Act authonzes municipalities to levy development cost
charges (DCCs) to recover:

. mfrastructure servicing capital costs for roads, dramage water, and sanitary sewer
~ systems, and
¢ parkland acquisition and development costs

‘related directly or indirectly to the developments to be assessed. DCCs must only be used for
- new growth in the City, as opposed to maintaining existing services, The City of Richmond has
levied DCCs since 1979, when they were introduced by provincial government legislation.

Development cost charge' bylaws must be reviewed periodically to ensure consistency with
development and servicing plans and to accurately reflect construction costs. The last review of
the DCC programs and rates was completed in 2006, Subsequent to that review, the City
initiated an update to its long-term land use plan for the City Centre. This new plan refocuses

. the development potential in the City Centre and, consequently, will require additional
investments in infrastructure and parkland. The City must now revise its DCC rates to reflect
these recent changes. '

In 2006, Richmond City Council initiated a strategic update of the City Centre Area Plan
(CCAP) which was approved in principle in February 2007. Over the past year, City staff and
consultants have been refining the CCAP CONCEPT in order to prepare a new CCAP Bylaw,
which will include an Implementation Strategy. As part of the Implementation Strategy, staff
has completed a review of the development cost charge bylaw with the assistance of Urban
Systems Limited (CCAP Implementation Strategy), and has recommended a new set of DCC
rates that reflect the development plan expressed in the CCAP. The proposed DCC Program
itemizes all infrastructure, parkland acquisition, and parkland development projects that are
necessary to support new growth throughout the City and that will be funded (in part) by DCCs.

- DCCs can be implemented City-wide or on an area-specific basis. In a City-wide DCC, the same
DCC rate is applied for each land use deemed to generate the same or similar capital cost burden
regardless of the location of the development. An area-specific DCC typically divides the
community into different arcas according to geographic or. other distinctive arcas based on
technical engineering reasons.

Staff has opted to recommend a City-wide DCC rather than an area-specific DCC for the
following reasons:

= All deveiopment throughout the City is exp‘ected to benefit from DCC works. The
provincial DCC Best Practices Guide recommends that roads, parks, water, sanitary and
dralnage DCCs be established on a municipal wide basis unless there is a significant
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 disparity between those who pay the DCCs and those who benefit. It is expected that the
- proposed DCC program will benefit all areas of growth throughout the City.

More specifically, the City Centre is the location of most, if not all, of the major facilities

that attract residents, and businesses, from all over Richmond. Accordingly, the roads

network is required to provide convenient access and egress to and throughout the City
- Centre. Similarly, the parkland serves not only the area residents and businesses, but also

those who are attracted to the major facilities in the City Centre. For water, sanitary and

storm sewers the DCC program will benefit users in all parts of the City. There are no

significant technical or topographic consiraints that justlfy establishing these utilities on an
. area-specific basis. :

= Clty-w1_de DCCs provide flexibility, The City-wide DCC meodel gives the City the most
flexibility in terms of accumulating and spending DCC revenues. Area-specific DCCs can
. limit the amount of DCCs available to fund works by having multiple DCC reserves with a
small amount in different reserves. This fragmentation may mean that the City and
developers could have to wait a significant time for sufficient DCC revenues to accumulate
~ before any works can be built. Furthermore, collecting City-wide DCCs gives the City the
flexibility to construct DCC works anywhere in the City with accumulated DCC reserves.

n Clty-w1de DCCs reduce admmlstratlve complexity. The -existing DCC bylaw is
applicable thronghout the City. Having a City-wide DCC can réduce the complexity of
collecting the DCC and cost of administering the DCC reserves. A City-wide DCC bylaw is
often simpler for front counter staff to administer and can reduce the staff time required to
assess, collect and expend the DCCs. The reduced administration effort associated with a
City-wide DCC can be significant. '

; Bylaw Adoption Process
The following describes the process for adopting a new DCC Bylaw:

1. Planning Committee recommends 1st reading to DCC Bylaw and public meeting
- Council gives 1st reading to DCC Bylaw and authorizes public meeting
Public meeting re: proposed new DCC Bylaw (including any requested meeting with
UDI, GVHBA, NAIOP)
4.  Staff review public input and prepare any necessary revisions to DCC Bylaw
- 5. Council gives 2nd and 3rd reading to DCC Bylaw (or amends the DCC Bylaw and
gives 2nd and 3rd reading if revisions necessary due to public input)
Bylaw review and approval by provincial Inspector of Municipalities
Council adopts (gives 4th reading) to DCC Bylaw
DCC Bylaw and Program implemented 1 year after adoption

L

g

- A draft DCC Program and Bylaw have been prepared, ready for the review of Planning
Committee in accordance with step (1) above.

2455012 .
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Analysis
The two main inputs necessary to formulate development cost charge rates are:

(1) the development plan as expressed in the Official Community Plan, and specific
neighbourhood plans such as the CCAP, and

(2) the infrastructure servicing and parkland acquisition and development programs
required to adequately service the expected new development.

In keeping with the infrastructure and parks planning that has been completed, the proposed
~development cost charges are based on projected development and servicing for.the 2007 to 2031
-~ time period. In some cases the proposed infrastructure will service new development beyond the
~ 2031 period. :

Development Plan
The development plan used for the proposed DCC bylaw projects development is summarized as

follows:
City- W1de Growth Estimates

Land Use ; ~ Growth
(2007-2031)
Residential 2, 412 single-family residential lots and -
' 34,556 mu1t1p1e -family residential dwellmg units
Commercial 1,327,373 m * building area
Light Industry 3,445,725 m” building area
Major Industry ‘ 429 ha site area -

'_The plan anticipates:

1) almost 120,000 (90,000 by 2031) Richmond residents, in predommantly multi-family
‘housing mainly in the City Centre

2) agrowth of approx1mately 4.8 million square metres of commercial and light 1ndustry floor
space, primarily in the City Centre and north Richmond.

3) considerable new major (or heavy) industry development concentrated in the Fraser Port
lands, and on Mitchell/Twigg Island. S

Because of the CCAP, these growth estimates differ significantly from that used in determining
the DCC rates in 2000. '

'Infrastructure Servicing

Development cost charges may be levied by local governments to recover the capital costs of
providing roads, drainage, water, and sanitary sewer infrastructure systems, and of acquiring and
developing parkland, related directly or indirectly to the developments to be assessed. The total
infrastructure servicing necessary to provide adequately for the expected new development is
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* summarized in the table below. The amounts represent the proposed costs to be recovered
through DCCs: '

Infrastructure Amount*

Transportation (roads) $ 525,740,492
Drainage $ 210,020,330
Water . $ 38,624,892
Sanitary Sewer . $ 122,426,551
Total $ 896,812,265

*amounts shown are City-wide DCC recoverabie costs (i.e. total cost attributed to development less municipal assnst
factor)

The details of fhe infrastructure programs are included in the CCAP Implementation Strategy.

The infrastructure program total has increased over the program (approximately $318.5 million)
included with the last DCC Rates bylaw in 2006. There are two main reasons for this increase:

¢ The increase in the proposed Roads Program is due to significant cost escalation in both
construction and land, and the addition of road works in the City Centre to support the
projected growth based on an updated City Centre Transportation Plan.
e The utility infrastructure programs (water, sanitary, and drainage) have also been subject
to significant construction and land cost escalation, More importantly, however, the City
and its consultants have completed a number of studies as part of the CCAP to identify
mfrastructure needed to support development in the City Centre. The City has: ‘
o updated the City-wide water model for the City Centre area;
o updated the City-wide sanitary model for the Clty Centre, Fraserview, and
Bridgeport sanitary study areas; and
o consolidated the existing dramage models into a new West Richmond dramage
model '

These studies have provided Staff with more accurate supportable programs to service new
development -

Pa'rfkland Acquisiﬁon and Development

The requirement for new parkland is driven primarily by population growth. CCAP parkland
guidelines of 3.25 acres of parkland for every 1,000 residents in the City Centre and 7.66 acres
per 1,000 residents outside the City Centre. Presently there is approximately 189 acres of
existing park and open space in the City Centre, which includes 43 acres that are existing school
sites. The total projected requirement for new parkland in the City Centre by 2031 is 292.5

" acres, of which approximately 54 acres will be acquired through the proposed new DCC
=Pr’_c_»’g_ram. The net City-wide DCC recoverable costs for this new development is $315,962,198.

DCCs for parkland development are permitted to provide fencing, landscaping, drainage and
irrigation, trails, restrooms, changing rooms, playground and playing field equipment on
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parkland. The net City-wide DCC recoverable costs to be recovered as a result of this new
development are $133,388,053.

- A summary of the parkland acquisition and development programs is included in Section 10 of

‘the CCAP Implementation Strategy. The largest increase in the parkland program is the cost of
land in the City Centre. Parkland acquisition and development costs have not been adjusted for
other parts of the community. A large part of the program (about $301 million in parkland
acquisition and development costs) is planned for the City Centre, where park development is
much more intense, and costly. :

Unlike most other municipalities, Richmond has levied DCCs for parkland on commercial and
. industrial categories of development since development cost charges wete introduced. The
rationale is that, even though the requirement for new parkland is primarily population-driven
and therefore should accrue to residential development, the employees of new commercial and
industrial developments do create a new burden on City parkland. That burden is considerably
less than that created by new residents, however, and that difference has been reflected in the
development charge rates levied on commercial and industrial development.

- Benefit Factors and Assist Factor

DCCs may be levied to recover the costs of infrastructure and parkland related directly or
indirectly to the developments to be assessed. All of the infrastructure projects and parkland
"acquisitions and development in the new DCC Program are necessary to service the expected
new development. Nevertheless, it is apparent that some benefits from the new work may accrue
to existing development, and that different works may benefit existing development differently.
In developing DCC rate bylaws, municipalities are expected to recognize the benefits of the
DCC programs to existing residents and businesses, and fund that portion from City sources.

The majority of projects in the new DCC program benefit only new growth. However, some
projects are needed both to support growth and address existing problems. The portion of the
program remedying existing problems has been deducted from the DCC program, and must be
funded by City sources.

Section 933(2) of the Local Government Act specifies that DCCs are to be used “to assist the
local government” to pay for the costs of the infrastructure and parkland programs. Therefore
the local government must contribute a portion of the program costs; this is known as the assist
factor. ‘

The assist factor has traditionally been seen as a measure of the degree to which a municipality
wishes to encourage development. However, most local governments have opted for a minimal
assist factor (the minimum is 1 percent) in favour of making new development pay its way, since
whatever is not levied in DCCs must be funded from City sources: Although UDI has requested
that the benefit factors be increased, Urban Systems and staff do not believe this is appropriate
because the work done on the CCAP has clearly identified who benefits from the required
infrastructure servicing and parkland acquisition and development and that these benefit factors
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- are cdrrectly reflected in the proposed DCC Program. Consistent with previous DCC bylaws, the
-assist factor used to calculate the new rates for all types of servicing is 1 percent.

De';Jelopment Cost Charge Rates

Consistent with the current DCC rates, the new DCC rates proposed are intended for application
in all areas of the City. :

The new DCC rates proposed are summarized as follows:

Development

Proposed

Rate basis Existing %

Category DCC DCC increase
Single family | Per lot $21,457 $28,004 31%
Townhouse = | Per unit (based on 1,350 ft* umt) $16,120 $21,586 34%
| Apartment Per unit (based on 950 ft* unit _ - $11,746 $15,856 35%
Commercial | Per ft* of building area . $9.20 $12.251  33%
Light Industry | Per ft* of building area $7.49 $9.91 32%
| Major Industry | Per acre of gross sile area $83,812 $102,735 23%

The total of the combined infrastructure servicing and parkiand programs has increased
approximately 46 percent over the 2006 DCC program (in DCC recoverable costs). However,
the DCC rates have risen by only 22% to 35% due to increased development estimates.

Consistent with how the City’s current DCC rates were developed, Urban Systems allocated
costs across land uses by estimating the burden that each land use creates for each type of -
program. This methodology is commonly used by many municipalities in British Columbia, and
is recommended for use in the provincial Development Cost Charges Best Practices Guide.

The attached appendices provide a comparison of DCCs in the region. Richmond’s proposed -
'single family and townhouse DCCs (not including regional DCCs) would be one of the highest
in the region. The proposed apartment DCCs would also be among the highest, just behind
Vancouver, Surrey, and Port Coquitlam.

Another way of attaching some perspective to DCC rates is in relation to housing prices.

According to the Real Estate Board of Greater Vancouver, the benchmark price of a detached
single-family dwelling in Richmond in February 2008 was $774,133, and an apariment was

"~ $313,756. Two years prior, about when the current DCCs were introduced, the figure for a

single-family dwelling was $584,449, and for an apartment was $245,065.

2455012

448



June 2, 2008 -8-

Dwelling |- February 2006 February.2-006 % | February 2008 ,Feb-ruary 2008 %
type price DCC price DCC
Detached $584,449 $21,457 3.7% $774,133 $28,004 | 3.6%
Apartment ' $245,065 $11,746 4.8% $313,756 $15,856 | 5.0%

As the table above shows, the percentage of DCCs to housing prices is in line with the adoption
of the new DCC rates. :

Appfication of Development Cost Charges
Implementation

The proposed new DCC rates have increased due to the requirements and increased costs in
order to accommodate development. In reviewing development cost charges it is incumbent on
municipalities to recognize that current and near-term development industry plans are generally
based on known costs. When introducing charges with substantial increases, therefore,
municipalities have often taken the approach of allowmg a 'grace period' to allow the industry to
adapt to the new costs. The City's last DCC increase allowed such a grace period and it has been
requested by UDI again this time. Therefore, it is proposed that the new DCC Bylaw and rates
come into force and effect one year after the bylaw is adopted. This means:

¢ all building permit and subdivision applications are glven a one year (from adoption of

the bylaw) grace period to be completed (e. g the bu1ld1ng permlt is issuable or the
- subdivision application is approved).

e all bu11d1ng permit and subdivision applications which are 1nc0mplete (e.g. the bulldmg
permit is not issuable or the subdivision application is not approved) before the new
bylaw comes into force and effect (one year after adoption) will be subject to the new

~ DCC rates.

‘e all building permit and subdivision applications received after the new bylaw comes into
force and effect do not get any additional grace perlod and DCCs must be paid at the new
DCC rates ' :

Council may also consider other measures for allowing the development industry to adjust to the
new rates, such as delaying the effective date of the bylaw to beyond one year. However, based
on current DCC revenue projections, any further delay in implementation will result in a loss of
DCC revenues, with a consequent delay in undertaking necessary works and acquisitions.

Financial Impact

New development cost charge rates are required to provide the funds necessary for anticipated
growth, in accordance with the current Official Community Plan, and at the levels of service and
standards for infrastructure servicing and parkland adopted by Council.

"While DCCs will pay for the majority of infrastructure and ﬁark costs needed to support
development, the City will still be responsible for a share of the costs through the municipal
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assist factor (1% of DCC recoverable costs). The City will also be responsible for the portion of
infrastructure costs allocated to existing development.

Conclusions

~Section 933 of the Local Government Act anthorizes munieipalities to levy development cost -
charges to recover:

» infrastructure servicing capital costs for roads, drainage, water, and sanitary sewer
systems, and ‘

-« parkland acquisition and development costs
related directly or indirectly to the developments to be assessed.

Staff has recently completed a thorough review of the Development Cost Charge Bylaw and has
recommended a new DCC Bylaw in consideration of: '

e the development plan expressed in the Oﬁ‘ cial Community Plén and

o the infrastructure and parkland necessary to adequately setvice the expected new
development. .

Staff believes that the development cost charge rates shown in the attached bylaw are required to
produce the necessary revenue to fund the infrastructure and parkland expected during the 2007
to 2031 period, at the levels of service and standards adopted by Councﬂ

The draft Development Charge Program and Bylaw should now be made avallable to the public
for review.

17 U

Jerty Chong - Holger Burke

Director, Finance : : ' Development Coordinator

(4064) - | (4164)
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Appendix 1
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LIGHT INDUSTRIAL DCC COMPARISON (PER SQUARE FOOT OF BUILDING AREA)}
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Bylaw 8396

var, City of Richmond

Development Cost Charges Bylaw No. 8024,
Amendment Bylaw No. 8396

WHEREAS Council has adopted Develépment Cost Charges for the City, and

WHEREAS amendments to the Development Cost Charges are required to finance expected
servicing in the City,

The Council of the City of Richmond enacts as follows:

1. Bylaw No. 8024 is amended by deleting Schedule “B” and substituting Schedule “B”
attached hereto and forming part of the Bylaw as Schedule “B” to Bylaw No. 8024.

2. Bylaw No. 8024 is amended by deleting Schedule “C” and substituting Schedule “C”
- attached hereto and forming part of the Bylaw as Schedule “C” to Bylaw No. 8024,

3. Bylaw No. 8024 is amended by deleting Schedule “D” and substituting Schedule’ “[y”
attached hereto and forming part of the Bylaw as Schedule “D” to Bylaw No. 8024..

4, Bylaw No. 8024 is amended by deleting Schedule “E” and substituting Schedule “E”
©attached hereto and forming part of the Bylaw as Schedule “E” to Bylaw No. 8024,

5. If any part, section, subsection, clause, or subclause of thxs bylaw is, for any reason,
held to be invalid by a decision of a Court of competent jurisdiction, such decision
does not affect the validity of the remaining portions of this bylaw.

6. This bylaw comes into force and effect one year after adoption.

7. This Bylaw is cited as ‘FDevelopment Cost Charges Bylaw No. 8024, Amendment

Bylaw No. 8396”.

FIRST READING _ ' RHOND
APPROVED

SECOND READING ‘ : - S

dept,

THIRD READING L
= = AFPROVFD
ADOPTED ' _ _ | oy seetior

MAYOR : | CORPO.RATE OFFICER
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SCHEDULE B to BYLAW NO. 8396

SCHEDULE B to BYLAW NO. 8024

DEVELOPMENT CO_S'f CHARGES - RESIDENTIAL-DEVELOPMENT

Single-Family Dwelling
Servicing Type : rate per lot
Road Works - - $6,431.35
Drainage ‘ _ $5,131.99
Water Works : $810.63
Sanitary Sewer ‘ $2,634.91 -
Parks Acquisition ~$9,109.36
Parks Development Ty $3,885.44
TOTAL | $28,003.68

Townhouse

Servicing Type _ rate per square foot of the building area
Road Works : $3.08
Drainage ' $2.20
Water Works ' - . 80.53
Sanitary Sewer : ' $1.72
Parks Acquisition $5.93
Parks Development . $2.53
TOTAL | 81599

 Multi-Family Dwelling

Servicing Type . rate per square foot of the building area
Road Works $4.11

Drainage $1.57

Water Works $0.54

Sanitary Sewer : $1.77

Parks Acquisition $6.10

Parks Development $2.60

TOTAL ‘ $16.69
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SCHEDULE C to BYLAW NO. 8396
SCHEDULE C to BYLAW NO. 8024.

DEVELOPMENT COST CHARGES - C.OMME..RCIAL,DEVELO‘PMEN_T '

' Servicing Type rate per square foot of the building area

Road Works $8.20
Drainage - 8153
Water Works ‘ $0.21
Sanitary Sewer - ' $0.67
Parks Acquisition | ' $1.15
Parks Development $0.49

TOTAL | O $1225

SCHEDULE D to BYLAW NO. 8396
" SCHEDULE D to BYLAW NO. 8024

DEVELOPMENT COST CHARGES - LIGHT INDUSTRIAL DEVELOPMENT

Servicing Tvpe rate per square foot of the buﬂdmg area .
‘Road Wotks - $5.86
- Drainage : = $1453
- Water Works ' ' $0.21
Sanitary Sewer _ : $0.67
Parks Acquisition “$1.15
- Parks Development $0.49
TOTAL : - $9.91°

' SCHEDULE E, to BYLAW NO. 8396
~ SCHEDULE E to BYLAW NO. 8024

' DEVELOPMENT COST CHARGES - MAJOR INDUSTRIAL DEVELOPMENT

Servicing Type rate per acre of gross site area
Road Works N $30,619.11
Drainage _ $46,728.08
Water Works ' $4,473.33
Sanitary Sewer $14,540.33
Parks Acquisition $4,468.31
Parks Development '$1,905.88
TOTAL $102,735.04
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FINAL REPORT

City of Richmond

CCAP Implementation Strategy

This report is prepared for the sole use of the City of
Richmond. No representations of any kind are made by
Urban Systems Ltd. or its employees to any party with
whom Urban Systems Ltd. does not have a contract.
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EXECUTIVE SUMMARY

Introduction

In 2006, Richmond City Council initiated a strategic update of the City Centre Area Plan (CCAP).
This update included a series of public consultation processes and a variety of other studies. In
February 2007, Council approved in principle the CCAP CONCEPT. The CONCEPT uses a capacity
based framework of what the ultimate build out could be for development in Richmond'’s city
centre. Over the past year, City staff and consultants have been refining the CCAP CONCEPT in
order to prepare a new CCAP Bylaw (which would include an Implementation Strategy).

To ensure that the City Centre Area Plan develops in an orderly, sustainable and financially sound
manner, the City requires an Implementation Strategy. The Implementation Strategy is a
comprehensive financing and phasing strategy that:

¢ Identifies which transportation, utilities, parks and community facilities are needed to
support development in the City Centre

¢ Determines how the transportation, utilities and parkland acquisition & improvements
should be financed (the financing of new community facilities will be the subject of a
separate process)

¢ Establishes a financing and phasing strategy for development in the City Centre to the
year 2031

Guiding Principles

In order to determine the most appropriate financing strategy for development in the City Centre,
the City has identified 14 guiding principles, which form the basis of the Implementation
Strategy. The guiding principles are as follows (these guiding principles are not listed in any

priority):

The CCAP financing strategy should:

1. Be based on applicable legislation

2. Distinguish between costs to service existing development and new growth

3. Meet the City’s triple bottom line policy of financial, environmental and social
sustainability

4. Strive for equity
Allocate costs according to the “benefiter pay” principle

6. Balance equity and administrative efficiency
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Limit financial risk to the City and its residents
Be based on a “pay as you go” approach
Foster certainty and clarity for development/investment in the community
10. Create accountability to residents, taxpayers and investors
11. Provide for flexibility
12. Support the development of complete communities and encourage the early
implementation of transit oriented development
13. Be based on current costs and should ensure no double counting or charges

14. Focus on developing a financing and cost recovery strategy to the year 2031 (the costs
to the ultimate build out year of 2100 will be the subject of future reviews)

Recommended Improvements

The City and its consultants have recently completed several engineering studies to identify
infrastructure upgrades as well as parkland and improvements that will be required to service the
future CCAP population. The City commissioned the following studies as part of the CCAP:

¢ City Centre Transportation Plan Update — Implementation Plan (IBI, 2007)
¢ Water Model Update (Earth Tech, 2007)

¢ Drainage Model Update (Earth Tech, 2007)

¢ Sanitary Model Update (Earth Tech, 2007)

¢ Park cost estimates prepared by the City of Richmond (2007)

¢ PRCS Facilities Strategic Plan (PERC, June 2007)

¢ Library Facilities Plan (Richmond Public Library, 2007)

These studies have determined what transportation, utilities, parks and new community facilities
are needed for a total population of 120,000 residents by the year 2100 or earlier.
Recommended transportation and utility upgrades, and parkland acquisition and development
costs total over $1 billion. Costs for community facilities will be finalized by the City in upcoming
reports on the Corporate Facilities Implementation Plan, but have been estimated to be
approximately $235 million (excluding land and parking).

It should be noted that when the City builds new infrastructure, DCC related or not, there are on-
going operation and maintenance (O&M) costs. These O&M costs and ultimately the
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replacement cost of these works will be the responsibility of the City. The on-going costs are
typically funded through utility fees and general revenue funds.

Table E.1: Total Costs for the CCAP Area (2031)

INFRASTRUCTURE TYPE TOTAL COST

Transportation $562,076,000

Water $16,771,000

Sanitary $62,691,000

Drainage $84,085,000

Parkland Acquisition (2031) $237,698,000

Parkland Development (2031) $82,325,000
Sub Total $1,045,646,000

Community Facilities :

. o $235,000,000
PRCS Community Amenities (estimated)
To be confirmed through future

Community Safety Building and Fire Hall #1 staff reports.

TOTAL COST TBD

Financing Options

Based on the guiding principles, the City plans to finance CCAP related costs through
development cost charges (DCCs) as well as through other funding sources such as works and
services, utility charges and reserves, density bonusing, and general revenues. The following
table summarizes how the various costs will be recovered (the financing of new community
facilities will be the subject of a separate process). Each of these approaches is consistent with
past practices in Richmond and is common among B.C. municipalities.
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Table E.2: CCAP Financing Strategy (2031)

CCAP COSTS TO BE
CCAP COSTS TO BE FINANCED
FINANCED THROUGH  THROUGH OTHER
INFRASTRUCTURE MEANS TOTAL COST
TYPE CITY-WIDE DCCS (e.g., Works and
(DCC recoverable Services, Utility
costs) Charges, General
Revenues, etc.)
Transportation $247,396,000 $314,680,000 $562,076,000
Water $8,197,000 $8,574,000 $16,771,000
Sanitary $57,385,000 $5,306,000 $62,691,000
Drainage $41,786,000 $42,299,000 $84,085,000
Parkland Acquisition $223,555,000 $14,143,000 $237,698,000
(2031)
Parkland Development $77,427,000 $4,898,000 $82,325,000
(2031)
Sub Total $655,746,000 $389,900,000 $1,045,646,000
To be confirmed throuah To be confirmed To be confirmed
Community Facilities 9 through future staff  through future staff
future staff reports
reports reports
TOTAL COST TBD TBD TBD

The applicable CCAP costs will be added to the DCC program. The DCC program will be based on
a new time horizon to 2031. A specific, City Centre DCC program is not contemplated.

The approximate proposed impact on City-Wide DCCs is summarized in the following table.
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The following financing options were not considered as principal means to finance transportation,
utility and parkland acquisition and improvements. Relying on these options other than in limited
circumstances is inappropriate because it places the burden of financing growth on the existing
tax base or involves funding sources that are too insecure.

Where the City (Residents/Businesses) pay through:

¢ Local service taxes under the Community Charter (taxes from a specific area of the City
Centre)

¢ Community user fees under the Community Charter (paid by the users for services and
amenities)

¢ Short or long-term borrowing (which typically involves a public referendum and can be
paid back in a variety of ways including through municipal taxes)

Where others help pay through:
¢ Grants (e.g., from the Federal and Provincial governments)
¢ Public-private partnerships (cooperative or joint ventures between the private and public
sectors)

Phasing Approach

The vision of growth presented at various CCAP open houses over the past two years included a
varied density and included new parks and open space, high rise residential development, mixed-
use development (high rise) and mixed-use development (mid-rise) development. This growth is
projected to ultimately reach a population of 120,000 people, 36,000 jobs and 390 acres of
parkland. Growth is to occur through a set of high density urban villages. To achieve the village
concept the City Centre should develop based on the principles of transit-oriented development
(TOD). To reach this vision the growth will be phased.

The most rapid growth in the City Centre is to occur between 2008 and 2021. The next period
from 2022 to 2031 and beyond will see the composition of the population grow significantly in
older adults. Beyond 2031, the growth will continue but at a slower pace. By 2031, 50,000 of
the projected 80,000 additional people will be part of the City Centre population. This significant
growth in the 2008 to 2031 period will drive the need for the majority of the infrastructure,
parkland and many of the new amenities.
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The fundamental planning and development priorities for the City Centre, as stated in the CCAP
CONCEPT, include:

¢ Establishment of high-density transit villages
¢ Enhancement of the waterfront

¢ Acquisition of well-located, high amenity public parks and amenities

The following policies are based on the suggested preferred development areas and the need for
immediate policies to help facilitate growth over the next five to ten years. New policies to
support the completion of the City Centre plan beyond the next ten years will be developed as
the CCAP evolves.

¢ Phasing Policy #1: Focus the investment of City Centre monies on infrastructure,
parkland and development and amenities that promote development within 200m of the
six village centres.

¢ Phasing Policy #2: Purchasing significant parkland and future facility lands within the
next 10 — 15 years to reduce the impact of rising land costs in the City Centre. This may
require an aggressive monetary borrowing plan to achieve any significant results.

¢ Phasing Policy #3: Prioritize the DCC program to focus attention on ensuring that any
municipal funding in support of City Centre DCC projects is in place as development
occurs.

¢ Phasing Policy #4: Encourage subdivision, rezoning, DP and building permit
applications to facilitate development within 200m of the village centres.

¢ Phasing Policy #5: If a developer wishes to develop outside of the above priority
phasing areas and policies, the City will require that the developer assume all
infrastructure costs related to the development. The City will not allocate City resources
to support development that occurs outside of this phasing framework; however, if the
developer will cover all infrastructure costs, the City will consider development outside of
this phasing framework and give DCC credits for items on the DCC program.

Next Steps
To complete the CCAP and begin implementing this strategy, the City will:

1. Prepare the City Centre Area Plan (CCAP) Bylaw (which would include the CCAP
Implementation Strategy);
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2. Prepare a new Development Cost Charge (DCC) Bylaw, with the proposed new DCC rates to
partially pay for the costs associated with the CCAP;

3. Prepare the Off-Street Parking and Loading Bylaw (these provisions are in the Zoning and
Development Bylaw) to reduce the parking requirements within transit village areas;

4. Present the CCAP Bylaw (including the Implementation Strategy), the amended Off-Street
Parking and Loading Bylaw, and new DCC Bylaw to Planning Committee (a subcommittee of
Council) and Council for first reading (the public and interested stakeholders can appear as a
delegation to these meetings);

5. Have a public meeting on the proposed new DCC Bylaw;

6. Hold a Public Hearing for the public and interested stakeholders to comment on the new
CCAP Bylaw (including the Implementation Strategy) and the proposed Off-Street Parking
and Loading Bylaw (which is an amendment to the Zoning and Development Bylaw);

7. Give second and third reading to the CCAP Bylaw (including the Implementation Strategy),
the amended Off-Street Parking and Loading Bylaw and the new DCC Bylaw;

8. Send the new DCC Bylaw to the Province for approval; and

9. Once the Province has approved the new DCC Bylaw, Council will adopt the CCAP Bylaw
(including the Implementation Strategy), the amended Off-Street Parking and Loading Bylaw
and the new DCC Bylaw.
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1.0 INTRODUCTION

In 2006, Richmond City Council initiated a strategic update of the City Centre Area Plan (CCAP).
This update included a series of public consultation processes and a variety of other studies.

In February 2007, Council approved in principle the CCAP CONCEPT. The CONCEPT identified a
capacity based framework for development for downtown Richmond.

Over the past year, City staff and consultants have been refining the CCAP CONCEPT in order to
prepare a new City Centre Area Plan Bylaw (which would include an Implementation Strategy).

The purpose of the CCAP Implementation Strategy is to ensure that the City Centre develops in
an orderly, sustainable and financially sound manner.

Urban Systems has been retained to assist with the preparation of the CCAP Implementation
Strategy.
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2.0 GUIDING PRINCIPLES FOR FINANCING GROWTH

The development of guiding principles and a clear philosophical approach to managing growth
financing are both key elements of the development of a solid fiscal approach. The guiding
principles outlined below are the basis of selected financing and cost recovery methods for the
City Centre Area Plan Implementation Strategy (hereafter referred to as the '"Implementation
Strategy”). Council and City staff should consider the guiding principles in the preparation of
each approach to financing for infrastructure, open space and amenities.

The guiding principles for the Implementation Strategy are as follows:

1. The Implementation Strategy be based on applicable legislation.

The Implementation Strategy is based on the legal framework available to BC municipalities
as per the Local Government Act and Community Charter.

2. The Implementation Strategy distinguishes between costs to service existing
development and costs to service new growth.

This is an important consideration in determining who pays for improvements in the City
Centre and how these costs are paid for (e.g., utility upgrades to service existing
development only cannot be incorporated into the DCC Bylaw).

3. The Implementation Strategy meets the City’s triple bottom line policy of
financial, environmental and social sustainability.

The City has established a City Centre vision that is based on Smart Growth goals.
Accordingly, fiscal responsibility is a key goal that must guide the development of an
Implementation Strategy for the City Centre. More specifically, this means that the
Implementation Strategy should take into consideration both short- and long-term
considerations to ensure the financial health of the City for future generations. In turn,
financial sustainability will provide the City with the resources to ensure that environmental
and social sustainability objectives are also met. Furthermore, the Implementation Strategy
will ensure, through its phasing plan, that community facilities, parks and other amenities
are provided in a timely fashion to support the creation of socially sustainable communities.

4. The Implementation Strategy is based on the achievement of equity.

The Implementation Strategy should support and promote equity. Equity results in
approaches that reinforce fairness in cost allocation — it does not, however, mean that all
situations will be addressed in exactly the same manner (equality). Instead, Council and
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staff will need to consider the guiding principles collectively to choose an appropriate
funding strategy for each project and service required as a result of future development.

The “benefitter pay” principle is in effect.

The Implementation Strategy and selected financing/cost recovery methods will be
developed based on the “benefitter pay” principle, which is closely related to notions of
equity. Where a service, amenity or infrastructure beneficiary can be clearly established, a
cost recovery strategy that allocates some or all of the cost to the service beneficiary will be
employed. For example, if a trunk water main requires extension solely to service a new
development area, it is reasonable for the City to require those who benefit from the
extension to pay for that extension. This practice is consistent with the approach recently
used in the implementation of certain West Cambie works.

Where a service provides benefits to new development as well as a broader based benefit to
the community as a whole, the costs of the project would be allocated accordingly. For
example, if the water trunk main discussed above provides increased service to 30% of the
existing community while also servicing the future growth area, then 70% of the project
cost would be allocated to the growth area and 30% would be allocated to the wider
community, which would pay its share through utility fees, local service taxes, reserve
funds, or other innovative funding sources.

Defining which user groups or areas of the City benefit from community amenities is
somewhat different than determining who benefits from infrastructure works. Those who
participate in community programs or make use of community recreational facilities clearly
benefit directly from community amenities. The benefit, however, of community facilities is
not necessarily limited to user groups — benefits are enjoyed by all community members as
everyone benefits, directly or indirectly, from programs and services that make the City
more culturally, physically and socially healthy.

The Implementation Strategy will ensure a balance between the principle of
equity and the principle of administrative efficiency.

If the principle of equity was the only consideration in the development of the
Implementation Strategy, complex financial management and cost recovery procedures
would result. This would require either dedicated staff or a significant increase in legal and
consulting fees for the City on an annual basis. Therefore, equity must be balanced with
administrative efficiency to ensure that cost recovery strategies are cost effective to
administer and can be implemented efficiently.
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7. Financing and cost recovery strategies should be developed to limit financial risk
to the City and its taxpayers.

Communities assume financial risk when they undertake capital or other projects necessary
to accommodate future development. This is especially true when long-term borrowing (by
the City) is employed as a means to finance capital projects that are required by new
development prior to having collected the necessary funds from developers to pay for these
projects. If development activity falls unexpectedly, the community may not be able to rely
on developer contributions (typically through DCCs) to repay the capital costs and interest
associated with borrowing. In these cases, the City may have to supplement developer
contributions with revenues from other sources such as general property taxes, even if the
new service does not provide existing taxpayers with any benefit. It is therefore critical that
the Implementation Strategy minimize the City’s exposure to financial risk.

8. Financing strategies will be developed to reflect a “pay as you go approach” to
financing capital projects.

Recommended financing strategies will be based primarily on a “pay as you go” financing
strategy that will limit the City’s need to incur long-term debt all at once for capital projects,
particularly in cases where the projects are required exclusively to service future
development. Where long-term debt is required, the term of the debt will be matched
closely to the need, development phasing, and anticipated lifecycle of the capital project
open space or amenity for which debt is being considered.

9. The Implementation Strategy will foster certainty and clarity for development
and investment in the community.

One of the City's Smart Growth goals is to build economic vitality in the community.
Investment in a community is encouraged when certainty and clarity are built into the
community’s subdivision and development approval processes, as well as in financing, cost
recovery and infrastructure implementation strategies. Stability builds confidence in the
development industry and enables clear and rational long-term planning of investment in
the community. Inadequate planning, delays in infrastructure development, and uncertainty
in municipal processes can result in the delay or cancellation of developments in the
community and can reduce community support for growth. It is therefore important that
the Implementation Strategy foster certainly and clarity for development and investment in
the community.
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10. The Implementation Strategy will serve to create accountability to residents,
taxpayers and investors.

The City of Richmond, through the creation of a transparent Implementation Strategy, will
enhance accountability to residents, taxpayers and investors. The Implementation Strategy,
and in particular the information on how costs are allocated, will be accessible and
understandable by the various stakeholders.

11. The Implementation Strategy will provide for flexibility.

The priorities of a community evolve over time. Growth may also occur more slowly or
quickly than anticipated in the Implementation Strategy. As a consequence, the approach
to financing must be flexible enough to allow the City to take advantage of opportunities
(e.g., new development proposals) or to remedy situations (e.g. rising costs, changes to
community facility phasing) as they arise.

12. The Implementation Strategy will support the development of Complete
Communities and encourage early implementation of transit oriented
development.

The Implementation Strategy will provide a framework to ensure the development of
Complete Communities as defined in the CCAP. It is important that as development occurs,
the planning objectives, facilities and infrastructure that define Complete Communities are
achieved. Therefore, the Implementation Strategy may first allocate City resources to
support the construction of infrastructure and amenities that help create high density urban
villages (transit oriented development) before promoting growth in other areas.

13. The Implementation Strategy will be based on current costs and will ensure no
double counting or charges.

The costs in this Implementation Strategy are based on current land acquisitions, materials
and construction costs. It is assumed that the Implementation Strategy will be amended as
needed as costs change or new information becomes available.

14. The Implementation Strategy will focus on providing a detailed implementation
plan for development to 2031. Implementation steps for development beyond
2031 will be determined in the future.

While costs to the full 100 year (2100) build-out of the City Centre will be acknowledged,
the Implementation Strategy will focus on developing a financing and cost recovery strategy
for those costs that are expected to occur before 2031 because the next 25 years will see
the increase of approximately 45,000 people. Since conditions can change quite significantly
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in the future (e.g., legislation may be amended to give municipalities additional cost-
recovery tools, markets fluctuate, etc.), it is reasonable to focus on the relatively near future
for the development of the Implementation Strategy.
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FINANCING OPTIONS

A wide variety of financing tools are available to British Columbia municipalities in accordance
with the Community Charter and the Local Government Act. These financing tools and related
implementation tools include those listed in Table 1:

Table 1: Financing Options and Implementation Tools

FINANCING OPTIONS IMPLEMENTATION TOOLS

¢ General revenue (e.g., general ¢ DCC front ender agreements
property taxes; gaming revenues) ¢ Latecomer charges
. .
Local service taxes ¢ Development works agreements
¢ Works and services -

Phased development agreements
¢ (City-wide development cost charges .

(DCCs)

¢ Area specific development cost
charges (DCCs)

Community amenity fees
Utility charges
Gifts (e.g., developer contributions)

DCC credits or rebates

Density bonusing
Short and long-term borrowing

® 6 6 o o o

Public-private partnerships/joint
ventures

¢ 5% parkland dedication

¢ Grants

This section provides a brief description of each financing tool as well as an evaluation of the
pros and cons associated with each tool. Section 4 provides information on related
implementation tools such as DCC front-ender agreements, latecomer charges, development
works agreements, phased development agreements, and DCC credits and rebates.

3.1 General Revenue

The City currently uses general revenue funds collected through municipal taxes and gaming
receipts to fund various expenses including those related to roads and community amenities.
Because the use of general revenues is not typically consistent with the “benefitter pay” principle,
general revenues may not be the most appropriate funding source for growth-related
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infrastructure and services, but may be acceptable for community recreation/culture facilities that
benefit all through enhancing liveability. However, the City may choose to use general revenues
to accelerate the construction of municipal facilities to service growth in the City Centre. This
approach would likely involve long-term borrowing and commensurate tax increases, which
would have to be approved by City residents by referendum (a referendum may not be
technically required, but is politically preferable to elector assent via counter petition).

Table 2: General Revenue — Pros and Cons

PROS CONS

* Priorities are set by Council within the ¢ Difficult to find monies when competing
framework of all City needs. with City wide needs.
¢ (Can help accelerate the provision of ¢ May not be financially feasible for the
services to make the City Centre a City to borrow to advance services in
complete community. the City Centre.
¢ Relatively stable revenue source (via ¢ May require a referendum to seek new
property taxation). tax dollars to fund the works (if a
referendum is deemed politically
necessary).
¢ Increases in taxation are not favourably
received.

3.2 Local Service Taxes for Local Area Services

Under Sections 210 to 219 of the Community Charter, municipalities are authorized to impose
local services taxes! for local area services. A local area service is a municipal service that is
provided to a specific area within the community and that is to be paid for (in whole or in part)
by a local service tax. Projects funded through local service taxes often include localized street
or utility improvements as well as local park acquisitions and development. Local service taxes
are levied only within the area of the community that receives the local area service — in this
way, local area services are consistent with the “benefitter pay” principle. Local service taxes
may be levied as a single amount per parcel or may be based on property assessment. Local area
services may be proposed by Council or undertaken in response to a petition from property
owners.

Local service taxes are typically used by municipalities to provide additional services to
established areas, and are not generally used to fund growth-related infrastructure. Local service
taxes are most useful in cases where a specific area in the community desires a higher level of

! Local improvement area and specified area taxes are the predecessors of local service taxes.
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service (e.g. improved parks maintenance or additional street lighting) than is typically provided.
In these cases, the costs of the enhanced service could be charged back to those benefiting
through the local service tax.

Table 3: Local Service Taxes for Local Area Services — Pros and Cons

PROS CONS

¢ Adds services to established areas. ¢ Requires elector assent.
¢ As local service taxes are not ¢ Increases in taxation are not favourably
dependant on development, the use of received.

local services taxes could enable the
City to accelerate construction of
needed infrastructure, amenities, or
parks to make the City Centre a
complete community.

¢ Relatively stable revenue source (via
property taxation).

¢ Consistent with the benefitter pay
principle.

3.3 Works and Services

As per Section 938 of the Local Government Act, the City can require developers to build
infrastructure improvements such as utilities and roads as part of the subdivision or building
permit process. These improvements are called “works and services” and are secured by the City
by means of a servicing agreement. The City can require developers to provide works and
services both within a subdivision and on that portion of a highway immediately adjacent to the
development site up to the centre line of the highway. The City can also ask for other off-site
infrastructure necessary to service specific developments. The City sets infrastructure servicing
standards and design criteria in its Subdivision Bylaw and can establish different standards and
requirements for different areas of the City. For example, the City could require developers in
the City Centre to dedicate and build all roads (i.e. from minor streets to major thoroughfares).
This would be a departure from the current practice of including many of the major
thoroughfares (arterial roads) in the development cost charge program.

Many communities find it difficult to not only acquire land for trails, but also to secure funding to
develop trails. One of the ways that the City can obtain and develop trails is through works and
services. Trails fall within the definition of “highway”, and can therefore be required through the
City’s Subdivision Bylaw. For example, the City could amend its Subdivision Bylaw to require
developers to dedicate and construct waterfront trails to the City’s standards as part of their
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development (with no compensation). This may have limited application but is worth
consideration.

Table 4: Works and Services — Pros and Cons

PROS CONS

¢ No cost to the City as the developer ¢ Provision of infrastructure is dependant
finances the costs. on adjacent development — therefore
infrastructure may not always be

. N
Infrastructure is built by the developer. provided in a timely fashion.

¢ May be perceived as unfair by
developers who feel that other
landowners benefit from the works and
services, but do not pay.

34 City-Wide Development Cost Charges

The statutory provisions related to development cost charges (DCCs) are included in Sections 933
to 937 of the Local Government Act. B.C. Reg. 166/84 also provides guidance with respect to
payment of DCCs by instalment.

DCCs are charges levied on new development to assist local governments with financing the cost
of upgrading or providing engineering infrastructure, and acquiring and developing parkland
needed to support new development. The City has successfully used DCCs in the past and plans
to continue to use this tool to fund growth-related infrastructure and park requirements.

The City currently uses DCCs as a source of capital, which means that the City allows DCC
revenues to accumulate in a reserve fund before the infrastructure work is necessary (i.e. the
City does not front-end DCC projects). This approach limits the City’s need to borrow funds to
complete DCC projects. This approach is preferred because interest on long term debt (other
than “eligible interest” on major community infrastructure with community wide benefits such as
water or sewer treatment facilities) cannot be incorporated into the DCC calculation. If the City
were to borrow for a DCC project, the interest costs would, therefore, be borne by existing
taxpayers in the community even if the service upgrades and the long term borrowing would
provide existing taxpayers with little or no benefit, which is often the case.
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Table 5: City-Wide Development Cost Charges — Pros and Cons

PROS CONS

¢ Little cost to the City. ¢ Dependant on development.

¢ Consistent with the benefitter pay ¢ In general, interest costs are not
principle as growth pays for growth. eligible DCC costs.

¢ Common financing strategy that is ¢ Applicable only for water, sanitary
already used by the City. sewer, storm drainage, and

transportation infrastructure as well as
for parkland acquisition and
development.

¢ (Can be used only to pay for the
infrastructure and park-related needs of
growth — cannot be used to finance
works needed for existing development.

3.5 Area Specific Development Cost Charges

If the City feels that certain infrastructure upgrades or parks benefit only the City Centre area,
then an area specific DCC for the City Centre may be appropriate. The City may choose to use a
combination of City-wide and sector specific DCCs to recover infrastructure and park costs
associated with growth.

Table 6: Area Specific Development Cost Charges — Pros and Cons

PROS CONS

¢ Little cost to the City. ¢ May pose cash flow issues for the City
as revenues cannot be shifted from
City-wide DCC reserves to area specific
DCC reserves.

¢ Consistent with the benefiter pay
principle as growth pays for growth.

¢ DCCs are a common financing strategy | o

that is already used by the City. In general, interest costs are not

eligible DCC costs.

¢ Applicable only for water, sanitary
sewer, storm drainage, and
transportation infrastructure as well as
for parkland acquisition and
development.

¢ (Can be used only to pay for the
infrastructure and park-related needs of
growth — cannot be used to finance
works needed for existing development.
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3.6 Community User Fees

Sections 194 to 196 of the Community Charter give municipalities the authority to collect fees
(from anyone who benefits from the municipal service, including existing property owners, user
groups, etc.) in relation to services provided (including amenities). Local governments are
therefore authorized to collect user fees for a range of community amenities such as recreation
centres, daycares and libraries. Fees must be established by bylaw and must be clearly related
to the cost of providing the service. Fees may vary by category of persons, property, business
and activity to reflect the different impacts on a service that different users may have. Local
governments must be able to support their fee structure through the provision of a report which
outlines how the fee was established.

While user fees may provide the City with a method of recovering costs associated with new
community amenities, user fees may not be a suitable strategy for financing the initial
construction of community amenities. If community amenities need to be built before the City
has collected sufficient fees to finance the project, then these costs must be front-ended by the
City, typically through borrowing.

Table 7: Community User Fees — Pros and Cons

PROS CONS

¢ Possibly no direct cost to the City. ¢ Decreases flexibility for the City, as the
provision of amenities is not

. . .
May be perceived as more equitable determined on a case by case basis.

than a contribution as the rationale for

the fee must show how the fee was ¢ Requires City time and resources to
calculated. develop the fee.

¢ Increases certainty for both the ¢ May not be a suitable method of
developer and the City, as the financing community amenities (i.e.
imposition of fees is not determined on borrowing may be required to build the
a case by case basis. amenities).

3.7 Utility Charges

Sections 194 to 196 of the Community Charter outline a municipality’s ability to collect fees,
including utility charges, in relation to services provided. Utility charges must be established by
bylaw and must be clearly related to the cost of providing the service (e.g., water, sanitary
sewer, storm drainage). Utility charges may vary by category of persons, property, business and
activity to reflect the different impacts on a service that different users may have. User fees are
typically collected to cover the operating costs associated with the provision of municipal services
as well as the financing of growth-related infrastructure. Municipalities must be able to support
their fee structure through the provision of a report which outlines how a fee was established.
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The one caveat on this broad power is that municipalities cannot impose a highway toll unless
specifically provided for through a Provincial or Federal Enactment.

Table 8: Utility Charges— Pros and Cons

PROS CONS

¢ May be perceived as more equitable ¢ Utility rate increases are not favourably
than general taxation as the rationale received.
for the fee must show how the fee was
calculated.

¢ Can be designed to be consistent with
the benefiter pay principle (those who
use the service, pay for the service
according to benefit).

3.8 Gifts (Developer Contributions)

Through the development approval process, developer may grant gifts to the City. Typically, this
takes the form of land (e.g., for parks or open space) or a monetary contribution (e.g., cash
towards the leisure statutory reserves fund for leisure facilities throughout the City or facilities in
the City Centre rather than building an on-site indoor amenity area).

Gifts such as land or community amenities are often negotiated as part of a Comprehensive
Development Agreement (CDA). The legislative authority enabling municipalities to enter into
CDAs is included in Section 8 of the Community Charter.

CDAs are agreements between a municipality and a developer under which the developer, in
exchange for development approval, agrees to provide works and amenities over-and-above the
services that would be required to facilitate site development and that would be secured through
other development finance tools. Examples include affordable housing, libraries, fire halls, transit
stations, community recreation space, and various types of “hard” infrastructure. CDAs are used
to secure works and amenities that benefit both the project and the surrounding community,
and, in essence, attempt to neutralize the development’s financial impact on the municipality.

Arranged during the zoning approval process, CDAs are normally considered only for large
development — or redevelopment — projects, which mean that CDAs may not be suitable for use
within the CCAP as no one developer may have a significant amount of land. Since the costs of
works and amenities provided under a CDA are negotiated on a case-by-case basis, the use of
CDAs would give the City and the developer a high degree of flexibility. However, this flexibility
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also means that the City cannot be certain that the required community amenities will be
obtained. Furthermore, CDA costs are not recoverable. Since the front-ending developer would
not have a means of recouping its costs from subsequent development, the use of CDAs to
finance community amenities that benefit not only the City Centre but also the wider Richmond
community may not be appropriate.

Table 9: Gifts (Developer Contributions) — Pros and Cons

PROS CONS

¢ No direct cost to the City. ¢ Comprehensive Development

. I . Agreements (CDAs) are normally only
.
Provides flexibility to the_ C't.y ar_1d considered for large developments or
developer as each contribution is

. . redevelopments.
provided on a case-by-case basis. P

. . . .
* May be used to partially fund Typically requires consultation efforts at

community amenities if cash rezoning.
contributions are made in lieu of ¢ Consultations with developer take time
providing facilities (e.g., build up a and resources.

community recreation reserve). . L . .
ty ) * Since this is a site specific process,

¢ City Centre Facilities Fund already in outcomes are not certain for either the
place and utilized by the City. developer or the municipality.

¢ May not be able to obtain the full cost
of amenities.

¢ May be perceived as inequitable as
contribution may not always reflect
benefit (from the amenity).

¢ Does not allow the front-ending
developer to collect amenity costs from
subsequent developers.

3.9 Density Bonusing

Municipalities may employ density bonusing in accordance with Section 904 of the Loca/
Government Act. Density bonusing is an arrangement under which a local government allows a
developer to exceed basic density levels in a zoning bylaw in exchange for the provision of a
specific public amenity that benefits the community. Local governments can grant bonus
densities in exchange for contributions toward amenities, such as walkways, plazas and open
spaces, child care facilities, landscaping and off-street parking. Density bonusing is voluntary, in
that the developer can proceed with the base density and not take advantage of a density bonus.

Density bonusing may provide the City with leverage necessary to obtain public facilities while
providing developers with the benefit of obtaining increased densities for their projects. The

1123.0027.01/ June 12, 2008 UR B.I\\./N SYSTE M S®

CITYHALL-#2465049-v1-Final_CCAP_Implementation_Strategy.DOC
REDMS 2465049



Page 15

City of Richmond CCAP Implementation Strategy
Final Report

increased density helps pay for the amenity and also provides for a reasonable profit to do so.
However, density bonusing is feasible only if market conditions are favourable. If market
conditions do not support increased density, then the developer may not choose to accept
increased densities in exchange for the provision of community amenities. Therefore, if the City
relies on density bonusing as the primary means to acquire community amenities, there is a
significant risk that community amenities will not be obtained.

There is also a large portion of the City Centre that is already zoned. This would limit the overall
usefulness of bonus density as a cost recovery tool. In addition, within the City Centre there are
building height limits (e.g., 45m). The City has recently approved an Affordable Housing
Strategy that utilizes density bonusing as the primary mechanism to obtain built affordable
housing or cash contributions in lieu of affordable housing.

Table 10: Density Bonusing — Pros and Cons

PROS CONS

¢ Little cost to the City. ¢ Effective strategy only if the developer
wishes to have higher densities and if
market conditions support density
bonus.

¢ Can benefit developers who wish to
build at higher densities.

¢ In the City Centre, higher densities are | ,

generally encouraged Part of the City Centre is already zoned

and does not require rezoning to meet
¢ Density bonusing is being used to the CCAP objectives.

secure affordable housing. ¢ The existing building height limit (e.g.

45m) may not enable increased
density.

¢ May increase uncertainty for the City as
density bonusing may not yield the
required community amenities.

3.10 Short and Long-Term Borrowing

The statutory provisions providing local governments with authority to undertake short and long-
term borrowing are included in Sections 179 and 180 of the Community Charter. Borrowing is a
tool used by local governments to front-end the cost of all types of new infrastructure. Initiated
by bylaw, long-term borrowing’s maximum term is the lesser of 30 years and the reasonable life
expectancy of the capital asset for which the debt is incurred. In most cases, monies are raised
through the sale of debentures by the Municipal Finance Authority (MFA). This tool allows the
City to build larger capital projects (e.g., the No. 2 Road Bridge and acquisition of land for the
Terra Nova Natural/Rural Park) that are not feasible to finance solely out of reserves or current
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revenues. Borrowing is a financing tool — the City would still need to determine how to repay the
debt (e.g., through taxes, utility charges, DCCs, etc.).

Financial risks are inherent in the use of long-term borrowing. When used with local service
areas, the risks are minimal as the recovery of monies is assured through the parcel tax.
However, when long-term borrowing is used with DCCs, risks can be significant as monies may
not be recovered if development does not occur as projected. In order to limit the municipality’s
financing risk, the use of long-term debt, front ended by the community, will need to be
considered relatively carefully within the context of the Implementation Strategy.

While the City has had limited interest in borrowing for new parkland acquisition, it may be
advantageous for the City to borrow funds to acquire parks in advance of development taking
place. Acquiring key parcels of land early in the development process should help ensure that
the City buys land in an attempt to keep pace with the rising cost of land in the City Centre. The
City can borrow to front-end parkland acquisition or development and then recover these costs
through DCCs; however interest costs cannot typically be recovered through DCCs.

Table 11: Short and Long-Term Borrowing — Pros and Cons

PROS CONS

¢ Allows the City to obtain necessary ¢ The City incurs interest costs.
funds in a timely fashion for projects + Borrowing capacity is limited
the City could otherwise not afford. g capacity ’
. .

¢ Allows the City to amortize costs over a May require a referendum.
relatively long time period (e.g., 20 ¢ The City exposes itself to the risk that it

years), which may reflect benefit. will not be able to repay the debt.

3.11 Public-Private Partnerships and Joint Ventures

Partnering arrangements are included in sections 21 and 22 of the Community Charter.

Public-private partnerships (P3s) are defined as co-operative ventures in which local governments
and private sector entities combine strengths and share risks and rewards, to develop local
infrastructure and community facilities. Establishing public-private partnerships is a complex
undertaking requiring local governments to assess their organizational capabilities, adopt a P3
policy and procedures and secure trusted advisors from outside of the organizations prior to
proceeding with these ventures.
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P3s are well suited to sizable infrastructure projects that benefit a large number of people over
wide areas, such as waste treatment plants and recreation and entertainment centres. P3s are
not well-suited to smaller projects that only benefit specific areas as the resources required to
enter and implement a P3 may outweigh the benefits. A construction value of $5 million is a
minimum benchmark for P3 projects.

As a result of the legal and financial complexity associated with P3 arrangements, P3s are likely
not appropriate for funding the required transportation improvements, utility upgrades, and
parks; however, P3s are being considered for PRCS projects.

Table 1