N\ OWWA

Briefing Note

Development Charges for Water & Wastewater versus Other Utilities

Purpose

To explain why municipalities levy development charges (DCs) for water and wastewater services,
and why these charges are treated differently than connection fees for other utilities such as hydro,
natural gas, and telecommunications.

Background

¢ |n Ontario, municipalities own and operate water and wastewater systems. They are legally
required to provide safe, reliable services under the Safe Drinking Water Act and its
associated regulations.

e To fund new infrastructure required by growth, municipalities rely on development
charges. These ensure that “growth pays for growth” rather than existing taxpayers
subsidizing new development.

e Other utilities (hydro, gas, telecom) are owned and operated by corporations, not
municipalities, and follow different financial models.

Key Differences
1. Ownership & Risk

¢ Water & Wastewater: Municipal responsibility. If growth occurs, the municipality must
expand services. Without DCs, the cost falls on existing property taxpayers and ratepayers.

e Hydro, Gas, Telecom: Corporate responsibility. Companies can delay or decline service
expansion if it is not financially viable. Risk sits with the corporation, not taxpayers.

2. Capital Cost Scale

o Water & Wastewater: Infrastructure costs are large and lumpy (treatment plants, pumping
stations, major mains). A single subdivision may trigger tens of millions of dollars in new
investment.

e Other Utilities: Expansion is incremental (e.g., poles, lines, service boxes). Large costs
(e.g., new substations) are spread across the broader customer base through regulated
rates.
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3. Regulatory & Political Framework

Water & Wastewater: DCs are governed by the Development Charges Act. They are public,
transparent, and politically debated.

Other Utilities: Expansion costs are set through Ontario Energy Board (hydro/gas) rules or
private agreements (telecom). They are treated as business transactions, not political
issues.

4. Housing Affordability Narrative

Recent provincial policies (e.g., Bill 23) have focused on reducing or deferring DCs to lower
housing costs.

Developers argue DCs increase home prices, while municipalities stress that eliminating or
reducing DCs shifts costs to taxpayers and undermines system sustainability.

Why the Fuss About DCs?

Municipalities cannot opt out of providing water and wastewater services.
Costs are significant, upfront, and unavoidable.

If DCs are reduced, municipalities must cover growth-related costs through higher property
taxes or water/wastewater rates.

Other utilities recover expansion costs through connection fees, negotiated arrangements,
or regulated rates — without direct municipal financial exposure.

Key Message

Development charges are not an extra burden — they are the only fair tool municipalities have
to ensure that growth pays for growth in water and wastewater services. Without them,
existing residents shoulder the cost of new development.
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