Public Report

To: City Council

From: Anthony Ambra, P.Eng, Commissioner,
Economic and Development Services Department

Report Number: CNCL-24-68

Date of Report: June 19, 2024

Date of Meeting: June 24, 2024

Subject: Application Under the Urban Growth Centre Community
Improvement Plan, the Brownfields Renaissance
Community Improvement Plan and Other Requested
Incentives, 35 Division Street, HVJ Properties Inc.

Ward: Ward 4

File: 12-04-2118

1.0 Purpose

The purpose of this Report is to obtain City Council direction with respect to:

1.

An application submitted by Atria Development Corp. on behalf of HVJ Properties Inc.
(hereinafter referred to as “Atria”) for a Brownfields Study Grant and Brownfields
Property Tax Cancellation under the Brownfields Renaissance Community
Improvement Plan (“C.1.P.”);

An application submitted by Atria for an Increased Assessment Grant under the City’s
Urban Growth Centre C.I.P. and other incentives related to Development Charges and
Parkland Dedication to facilitate its proposed development at 35 Division Street
(municipally known as 35, 40 and 45 Division Street, 46 Kenneth Avenue, 196, 200 and
204 Bond Street East — the “Subject Site”); and,

A request from Atria for the City’s cooperation to work with the Region of Durham and
Atria to provide a full waiver of Regional development charges for its proposed
development.

The proposed development is comprised of a 12-storey, 233-unit purpose-built rental
apartment building with approximately 204.4 square metres (2,200 sq. ft.) of retail floor
space and associated underground parking.

Attachment 1 is a map showing the location of the Subject Site and the existing zoning for
the area.
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Attachment 2 is a copy of the proposed site plan submitted by Atria that is currently
advancing through the site plan approval process.

Attachment 3 is a copy of two (2) letters dated May 1, 2024 and May 21, 2024,
respectively, from Atria requesting certain incentives.

2.0 Recommendation
It is recommended to City Council:

That City Council provide direction in respect to the request by Atria Development Corp. on
behalf of HVJ Properties Inc. for certain City-level development incentives and for the
City’s support in working with Atria Development Corp. on behalf of HVJ Properties Inc. to
secure other development incentives at the Regional level, as set out in their letters to the
City dated May 1, 2024 and May 21, 2024, respectively.

3.0 Executive Summary

Not applicable.

4.0 Input From Other Sources

The following have been consulted in the preparation of this Report:

Chief Administrative Officer

Commissioner, Corporate and Finance Services Department
City Solicitor

The Region of Durham

5.0 Analysis
5.1 Proposed Development

The Subject Site is currently vacant and is located within the Downtown Oshawa Urban
Growth Centre. The proposed development is comprised of a 12-storey, 233-unit purpose-
built rental apartment building with approximately 204.4 square metres (2,200 sq. ft.) of
retail floor space and 207 subsurface parking spaces on three (3) levels.

An application to amend the Zoning By-law 60-94, as amended (“Zoning By-law 60-94")
was submitted by Atria to permit the proposed development. The application was
approved by Council in 2022 and the associated by-law was passed and is now in effect.
Subsequent to receiving approval for their Zoning By-law Amendment, Atria submitted an
application to the Committee of Adjustment for a minor variance to permit additional height
and density (i.e. from 43 metres in height to 43.7 metres in height, and from 773 units per
hectare to 847 units per hectare). The Committee of Adjustment application was approved
and no appeals were submitted.
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The Subject Site is designated as Downtown Oshawa Urban Growth Centre in the Oshawa
Official Plan, and is zoned CBD-B(2) (Central Business District) as per the Zoning By-law
60-94.

The proposed development is currently advancing through the site plan approval process.
5.2 Brownfields Renaissance Community Improvement Plan

On December 5, 2005, the Brownfields Renaissance C.I.P. was adopted by City Council.
The Brownfields Renaissance C.I.P. was prepared for lands that:

= may be underused or abandoned;

= may or may not have soil or water contamination because of chemicals or other
pollutants; and,

= are often located in prime locations.

The high cost of remediation, the uncertainty about the level of contamination and the
liability associated with the clean-up creates a barrier for municipalities to encourage the
redevelopment of brownfield sites. The Brownfield Renaissance C.I.P. was prepared to
aid in cleaning up and developing these contaminated sites by offering financial incentives
through a variety of programs, including a Brownfields Property Tax Cancellation and a
Brownfields Study Grant.

The Brownfields Property Tax Cancellation Program provides financial relief in the form of
cancelled property taxes to property owners who undertake the rehabilitation of
contaminated lands. Properties are only eligible for the Brownfields Property Tax
Cancellation Program when the necessity for site remediation is confirmed through a
Phase Il Environmental Site Assessment, and where an application for the tax cancellation
is submitted before commencing any eligible works.

The Brownfields Study Grant Program provides financial relief in the form of a grant to pay
for a portion of the costs associated with undertaking environmental studies of brownfield
sites. Brownfields Study Grants are based on 50% of the actual cost of the eligible study
to a maximum of $10,000 for each individual study, for a maximum of two (2)
environmental studies, and must be approved by the City before commencing work on any
environmental study for which a grant is being requested.

5.3 Urban Growth Centre Community Improvement Plan
On May 2, 2016, the Urban Growth Centre C.I.P. was adopted by City Council.

The Urban Growth Centre C.I.P. is intended to encourage economic development in the
Downtown Oshawa Urban Growth Centre through a variety of grant programs.

The Urban Growth Centre C.I.P. specifies that an Increased Assessment Grant may be
provided on a sliding scale for part or all of the increase in City taxes attributable to the
improvement of a property located within the Urban Growth Centre Community
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Improvement Project Area. Specifically, an Increased Assessment Grant can be used to
reimburse the owner a portion of the increased property taxes resulting from the
successful development of a site, on a declining basis over a 9-year period (e.g. 90% in
Year 1, 80% in Year 2, 70% in Year 3, etc.). A grant is only paid following the completion
of work, a final successful building inspection and the payment in full of property taxes for
each year.

An Increased Assessment Grant is provided to the registered owner of the property or the
declarant of a condominium on an annual basis. The declarant is the original developer
that constructed the development.

The Urban Growth Centre C.1.P. also specifies that the terms and conditions of any grant
program and administrative procedures may be changed, altered, amended or modified by
the City on a case by case basis.

5.4 The Requested Incentives and Staff Comments

On May 1, 2024 and May 21, 2024, respectively, Atria submitted correspondence (see
Attachment 3) requesting the following incentives with respect to their proposed
development on the Subject Site:

= Waive the payment of all City development charges;
= Waive all City parkland dedication requirements;

= Provide an Increased Assessment Grant of 50% of the applicable City taxes every year
for 16 years;

=  Work with the Region of Durham and Atria to provide a full waiver of Regional
development charges;

= Work with the Region of Durham to initiate the Regional Revitalization Program
(“R.R.P.”) process; and,

= Retroactively apply the City’s Brownfields Renaissance C.I.P. to provide both a
Brownfields Property Tax Cancellation and a Brownfields Study Grant.

5.4.1 City Development Charges

Atria has requested that the City agree to waive the payment of all City development
charges for the subject development.

5411 Staff Comments

The City’s current Development Charge By-law 60-2019 expires on July 1, 2024. It
specifies that that no development charge shall be imposed with respect to any
development “on lands wholly within that part of Oshawa partially known as the Urban
Growth Centre and as depicted in Schedule ‘D’ to this By-law.”
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A new Development Charge By-law is anticipated to be passed by Council on

June 24, 2024. Within this new Development Charge By-law, exemptions for Development
Charges will continue for lands located within the Downtown Oshawa Urban Growth
Centre. Accordingly, this request by Atria is addressed.

5.4.2 City Cash-in-lieu of Parkland Dedication Fees

Atria has requested that the City agree to waive all parkland dedication requirements,
including the payment of all cash-in-lieu of parkland dedication fees, for their proposed
development.

5421 Staff Comments

The City’s Parkland Dedication By-law 63-2022, as amended, specifies that it does not
apply to development on lands “wholly within that part of Oshawa known as the Central
Business District Renaissance Community Improvement Area.” The Subject Site is
located in this area.

Accordingly, this request by Atria is addressed.
5.4.3 Increased Assessment Grant

Atria has requested that the City provide an Increased Assessment Grant of 50% of the
applicable City taxes for a 16-year period based upon a post development assessed value
of $90.47 million for the project. The estimated value of an Increased Assessment Grant
at 50% of the City taxes for a 16-year period is $4,895,848.

Atria has requested a 16-year term in order to offset the costs of constructing
approximately 207 subsurface parking stalls on three (3) levels. According to Atria, the
estimated cost of this work is approximately $24.84 million based on $120,000 per parking
stall. Atria also indicated that their lenders prefer a flat rate incentive (e.g. 50% per year
for 16 years) rather than a declining rate methodology (e.g. 90% in Year 1, 80% in Year 2,
70% in Year 3, etc.). Atria is up-to-date on the payment of all property taxes for the
proposed development.

5.43.1 Staff Comments
The Urban Growth Centre C.1.P. includes an Increased Assessment Grant program which:

= Reimburses the property owner a portion of the City taxes attributable to the
improvement and/or redevelopment of a property.

» Financially assists the property owner and serves to phase-in the impact of tax
increases which would be experienced after a project opens.

»= Recognizes that the project might not occur save and except for the Increased
Assessment Grant and that the City and community ultimately benefit from the project
and its increased assessment/tax base in later years, on-going spin-offs, etc.
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= Specifies that following completion of the work, a final building inspection and the
payment of all property taxes for each year, the Increased Assessment Grant would be
provided on a declining basis over a nine year period: 90% in Year 1, 80% in Year 2,
70% in Year 3, etc.

The 2024 assessment of the Subject Site is $1,994,000, equating to City taxes of
approximately $22,431 per year, based on the 2024 tax rates.

Atria estimates that the post development assessed value of the proposed development
will be $90.47 million.

It is estimated that the City will realize taxes of $634,412 per year upon completion of the
proposed development based on the 2024 new multi-residential and commercial tax rates
and the assumption that the residential units will be assigned to the new multi-residential

tax class by the Municipal Property Assessment Corporation (“M.P.A.C.").

Finance Services estimates that the value of the Increased Assessment Grant using the
standard Table 1 contained in Appendix 1 of the Urban Growth Centre C.I.P. (i.e. increase
in pre- and post-development taxes returned to property owner on a declining basis over a
9 year period — 90% Year 1, 80% Year 2, etc.) is $2,753,914 over a 9-year period based
on an estimated assessed value (post-development) of approximately $90.47 million using
the 2024 new multi-residential and commercial tax rates. This means that over the 9-year
period there is a “balance”: Atria receives a grant of $2,753,914 and the City retains
$2,753,914 of the property taxes attributable to the increased assessed value resulting
from the development.

Finance Services further estimates that the value of the Increased Assessment Grant
using the terms requested by Atria for the Subject Site under the Urban Growth Centre
C.I.P. is approximately $4,895,848 over a 16-year period again based on an estimated
assessed value of approximately $90.47 million and the 2024 new multi-residential and
commercial tax rates. In this scenario, Atria would receive a grant of $4,895,848 over the
16 years while the City would retain $4,895,848 over the same period. Under this request,
there will be a consistent amount of taxes paid over the grant period. Compared to the
declining rate methodology, the City will retain more taxes in the earlier years of the 16-
year period and less taxes in the later years.

If Council agrees to the request for an Increased Assessment Grant of 50% of the
applicable City taxes for a 16-year period, it is recommended that all applicable taxes in
any year be fully paid prior to the grant being paid back and that the performance criteria
as set out in Section 5.5 of this Report be applied.

5.4.4 Region of Durham Development Charges Relief

Atria has requested that the City work with the Region of Durham and Atria to provide a full
waiver of Regional development charges for its proposed development.

5441 Staff Comments

The City receives these types of requests regularly.



Report to City Council Item: CNCL-24-68
Meeting Date: June 24, 2024 Page 7

In staff's experience, the Region of Durham is consistent in applying its applicable
Development Charges at building permit issuance.

Nonetheless, a letter from the Mayor and the Chair of the Economic and Development
Services Committee could be authorized by Council in support of Atria’s request.

5.4.5 Regional Revitalization Program

The Region of Durham’s R.R.P. is a partnership between the Region of Durham and
participating area municipalities and aims to strategically target Regional investment
towards key areas of Durham Region’s area municipalities in order to advance the goals of
the Regional Official Plan and achieve positive economic and community objectives.
Successful applicants under the R.R.P. would receive Regional financial assistance in an
amount not exceeding that of the area municipality’s financial contribution.

Atria has requested that the City work with the Region of Durham to initiate the R.R.P.
process in order to receive financial assistance from the Region of Durham.

5.45.1 Staff Comments

Council could authorize the Mayor and the Chair of the Economic and Development
Services Committee to prepare a letter of support to the Region of Durham requesting that
the proposed development receive funding under the R.R.P.

5.4.5.2 Requested Incentives under the Brownfields Renaissance C.I.P.

Atria has advised that Environmental Site Assessments were conducted from 2020 to
2021 and a remediation plan was developed and executed in 2022. Atria is requesting
that the City retroactively apply the City’s Brownfields Renaissance C.I.P. to provide both a
Brownfields Property Tax Cancellation and a Brownfields Study Grant.

5.45.3 Staff Comments

As environmental works were already completed, the proposed development does not
qualify for the Brownfields Property Tax Cancellation or the Brownfields Study Grant
Programs. Applications are required to be submitted prior to commencing environmental
studies and clean-up.

Additionally, granting a C.1.P. tax cancellation rebate retroactively for the Subject Site is
not sound financial stewardship from a property tax perspective due to the fact that there is
no approved budget in place to cover the tax cancellation and it would set a precedent for
granting tax cancellations retroactively.

Furthermore, Section 365.1 of the Municipal Act, 2001, S.0. 2001, c. 25 (“Municipal Act,
2001") provides clarity concerning the municipal treatment of cancellation of taxes. A
specific by-law must be passed providing significant details of the criteria that must be met
to be eligible for tax cancellation with detailed conditions set by the municipality that must
be met prior to the cancellation. There are several further provisions within the legislation
that must be met with respect to this type of cancellation of taxes, such as the requirement
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to remit a copy of the fully executed by-law to the Minister of Finance within 30 days of its
passing. For these reasons, staff are recommending that Atria’s request for retroactive
Brownfields Property Tax Cancellation and Brownfields Study Grants be denied.

55 Considerations and Format for Council Resolution

In making its decision on the requested incentives, Council should consider, amongst other
matters, the following:

= That a retroactive cancellation of taxes and issuance of a Brownfields Study Grant,
where remediation has already concluded, is not sound financial stewardship.

= The affordability of the requested incentives.

» That, as a prerequisite, Atria be required to enter into an agreement with the City to
ensure certain performance criteria are met (e.g. no incentives provided or paid unless
and until the project is initiated and finished to the City’s satisfaction, accessibility plan,
completion date, etc.).

In the event that Council wishes to approve the requests made by Atria for certain City-
level development incentives and for the City’s support in working with Atria to secure
other Regional-level development incentives for the Subject Site, the following format can
be used by Council in preparing its motion:

1. That, pursuant to Report CNCL-24-68 dated June 19, 2024, HVJ Properties Inc. be
provided the following in respect to its proposed development of a mixed-use building
at 35 Division Street under the City’s Urban Growth Centre Community Improvement
Plan:

(a) An Increased Assessment Grant of 50% per year for 16 years totaling $4,895,848
over the 16 year period. This percentage may change over the 16-year grant period
to ensure the grant total is achieved based on M.P.A.C.’s final assessment.

2. That HVJ Properties Inc. enter into an agreement with the City setting out performance
criteria related to the approval of the Increased Assessment Grant under the City’s
Urban Growth Centre Community Improvement Plan generally including, but not limited
to:

= A building permit for the foundation must be issued by September 1, 2024 and that
construction activity commence within six (6) months of permit issuance;

» The building must have the foundation completed by March 31, 2025 to the
satisfaction of the Chief Building Official;

= The project must be completed and available for first occupancy by
October 31, 2026 to the satisfaction of the Chief Building Official;

= The Director of Planning Services must approve an Accessibility Plan, with input
from the Oshawa Accessibility Advisory Committee, and this Plan must be
implemented and maintained;
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= The property, including any building, must be maintained in accordance with the
Property Standards By-law and the Ontario Building Code during the period of the
Grant;

= HVJ Properties Inc. shall continuously comply with any City agreement and City By-
laws;

= That any Increased Assessment Grant will only be provided to HVJ Properties Inc.
after all applicable City taxes have been paid by the property owner;

= The building architecture is to be designed to the satisfaction of the Director of
Planning Services;

= Where possible, the owner shall use local trades and suppliers. The owner agrees
to establish an appropriate notification program to the satisfaction of the Director,
Planning Services, to make local trades and suppliers aware of the proposed
development and allow them an opportunity to bid on the proposal; and,

= Any other appropriate criteria considered advisable by the City Solicitor and
Commissioner, Economic and Development Services Department.

3. That the request to receive Brownfields Property Tax Cancellation and Brownfields
Study Grants retroactively be denied as environmental works and studies have already
been completed.

4. That the Commissioner, Economic and Development Services Department, be
authorized to execute any agreement(s) with the owner to implement Parts 1 and 2
above in a form and content satisfactory to the Commissioner, Economic and
Development Services Department, and the City Solicitor.

5. That the Mayor and Chair of Economic and Development Services Committee be
authorized to write a letter to the Region of Durham in respect to HVJ Properties Inc.’s
request to waive all Regional development charges for the proposed mixed-use
development at 35 Division Street.

6. That the Mayor and Chair of Economic and Development Services Committee be
authorized to write a letter to the Region of Durham to request support for
HVJ Properties Inc.’s proposed development at 35 Division Street under the Regional
Revitalization Program and that the Mayor and Clerk be authorized to execute an
agreement with the Region of Durham, as appropriate, in a form and content
acceptable to the Commissioner, Economic and Development Services Department,
and the City Solicitor.

6.0 Financial Implications

If approved by Council, and once the Increased Assessment Grant is complete, the City
will realize increased taxation revenue, where approximately $634,412 per year in tax
revenue for the City will be realized for the project based on the 2024 new multi-residential
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and commercial tax rates. This is an increase of approximately $611,981 in taxes per
year.

7.0 Relationship to the Oshawa Strategic Plan

This Report advances the Economic Prosperity and Financial Stewardship goal of the
Oshawa Strategic Plan.

T

Tom Goodeve, M.Sc.Pl., MCIP, RPP, Director,
Planning Services

/L.

Anthony Ambra, P.Eng., Commissioner,
Economic and Development Services Department
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