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	REPORT OF STRATEGIC DIRECTOR FOR SUSTAINABLE REGENERATION


	TO THE LEAD MEMBER FOR PLANNING  ON  7 DECEMBER 2010


	TITLE:  COMMUNITY INFRASTRUCTURE LEVY REFORMS 


	RECOMMENDATION: 
That Lead Member for Planning: 

1. Notes the contents of this report. 


	EXECUTIVE SUMMARY:
The Government has confirmed that a Community Infrastructure Levy, introduced by the previous Government in April 2010, will now be continued subject to a number of reforms. Such reforms will include local neighbourhoods sharing the advantages of development by receiving a proportion of the funds councils raise from developers. The use of Section 106 will continue to be scaled back, so they directly relate to the proposed development, in favour of the Community Infrastructure levy by 2014. The Government aims to publish draft Regulations for the reform of the levy for debate in Parliament in the New Year. This would bring the changes into effect on 6 April 2011.


	BACKGROUND DOCUMENTS: None


	KEY DECISION: No


	Details


	  1.0
	Introduction

	
	

	1.1
	The new government’s Community Infrastructure Levy reforms aim to ensure neighbourhoods share the advantages of development by receiving a proportion of the funds councils raise from developers. These will be passed to the local neighbourhood so community groups can spend the money locally on the facilities they want, either by contributing to larger projects funded by the council, or funding smaller local projects like park improvements and cycle paths.


	1.2
	It is anticipated that the new system will be more transparent with levy rates set in consultation with local communities and developers, unlike planning obligations that are often seen to be negotiated behind closed doors. Developers will know upfront exactly how much they will be expected to pay towards infrastructure, enabling them to work out costs earlier.

	
	

	2.0
	Aim of Reforms 


	2.1
	The Government expressed concerned that the Community Infrastructure Levy in its existing form offered too little of the benefits of development to local communities, and now seeks to ensure that a levy under genuine local control is created. 


	2.2
	The Government proposes a number of reforms to the Community Infrastructure Levy to ensure the system is fairer and more transparent, these reforms include;

	
	

	
	· Handing more power to councils and communities to decide what they want the levy to fund; and 

· Ensuring the system is simple and transparent for local communities, providing clarity to the development industry.


	2.3
	The aim of the levy is to give councils the option to raise funds from developers building new projects in their area, and provide a more certain and flexible system for house builders, cutting the costs of lengthy legal negotiations.


	2.4
	The Government wants councils to have more control over the working of the levy. Changes to the existing regulations are proposed to include:


	2.5
	· Freeing up payment arrangements by enabling local authorities to decide their own levy payment deadlines and whether to offer the option of paying by instalments;

· Removing the £50,000 minimum threshold so authorities can accept a payment in kind for any level of contribution, this may permit developers to make payments in kind through the provision of infrastructure, where this can be locally agreed;
· Minor amendments to secondary legislation to close potential loopholes and improve how the levy system works, for example, reducing burdens by scaling back information requirements on the "notice of chargeable development".

	
	

	3.0
	Community Infrastructure Levy 


	3.1

	In line with the current Community Infrastructure Levy regulations, all but the very smallest building projects will contribute to the levy ensuring communities reap the rewards of new development in their area. The levy will not apply to the vast majority of household extensions as they will be less than the threshold of 100 sq m (the average house size in the UK is 76sq m). Affordable and social housing projects as well as charity developments will be exempt from the levy.


	3.2
	Levy rates will be set in consultation with local communities, and developers will know upfront exactly how much they will be expected to pay towards infrastructure, enabling them to work out costs at an earlier stage. Local authorities will be required to work closely with neighbourhood bodies to ensure that the levy can help provide for their infrastructure needs. This could mean working with neighbourhoods to decide what infrastructure is needed, as well as giving levy money to neighbourhoods affected by a new development in their area.


	3.3
	The Government will include provisions in the Localism Bill to limit the binding nature of the examiners' reports on levy rates. Currently, an examiner scrutinises a council's levy rates, and all changes that they request are binding. Examiners will now only be able to ensure councils do not set unreasonable charges. Councils will be required to correct charges that examiners consider to be unreasonable, but they will have more discretion on how this is done. 


	3.4
	Local authorities will retain the ability to use the levy when needed to address the cumulative impact on infrastructure that may occur further away from the development, including the funding of sub-regional schemes. Councils will be required to balance funding neighbourhood schemes directly, with wider infrastructure funding needed to support growth. Independent examiners will monitor the levies, but councils will control the detail of what type of levy rate is charged, including what rates are set for specific areas and types of development. 

	
	

	3.5
	It is envisaged that the private development sector may end up paying more but in return it receives greater simplicity, certainty, predictability and transparency. The private sector should also benefit from the public sector’s ability to deliver more funding for infrastructure, thereby reducing one of the significant barriers to development.

	
	

	4.0
	Section 106 

	
	

	4.1
	The Government maintains the position that the use of planning obligations to secure cash contributions to general infrastructure needs had grown in scope and complexity, and often resulted in years of protracted negotiations that delayed development. Therefore no significant changes will be made to the current rules about planning obligations. They will continue to fund affordable housing, and will remain scaled back so they directly relate to the proposed development in favour of the new Community Infrastructure Levy by 2014. 

	
	

	5.0
	Implications

	
	

	5.1
	The report to Lead Member on 6th April 2010 highlighted a number of implications should the council seek to secure Community Infrastructure Levy from new development. These implications continue to be relevant, including;



	
	· If adjoining authorities have different attitudes to Community Infrastructure Levy, development may go where the costs are lower. 
· The two systems of Community Infrastructure Levy and Section 106 (as it is currently operates) will continue to run together for a number of years. This will increase the complexity around the administration of both schemes.


	5.2
	Prior to the publication of further detailed guidance from the Government, a number of key aspects of the reforms to Community Infrastructure Levy remain unclear. The reforms indicate that payment of the levy will no longer be required prior to commencement of development, with councils now able to decide their own levy payment deadlines and whether to offer the option of paying by instalments. However it remains unclear if legal agreement will be required to ensure developers and landowners adhere to the associated installment payments. 



	5.3
	The Governments reforms to Community Infrastructure Levy indicate that the local community’s role will increase. However, provision is also made for local authorities to retain the ability to use the levy to fund schemes of a City-wide and sub-regional importance. The council will therefore need to balance the delivery of neighbourhood schemes with that of wider infrastructure projects. It remains unclear whether the Government will set a target or percentage on the amount of levy that will be required to fund local schemes to ensure local communities are sharing the advantages of development. 

	
	

	6.0
	Next Steps

	
	

	6.1
	Some of the changes to the levy will require amendments to legislation and regulations. The Government will include provisions in the Localism Bill to limit the binding nature of examiners' reports, and amend the Community Infrastructure Levy Regulations 2010 to give local communities more control over the levy, and make it more responsive to local needs.

	
	

	6.2
	The Government aims to publish draft Regulations for the reform of the levy for debate in Parliament in the New Year, bringing the changes into effect on 6 April 2011.

	
	

	7.0
	Recommendation 

	
	

	7.1
	We still await the publication of the Localism Bill and any detailed guidance by Government to inform the application of the Regulations. Once we have considered these, it is proposed to bring a further report outlining our proposed approach to Community Infrastructure Levy Regulations and Section 106 (as amended).

	
	

	EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS: 
This report is unable to determine the impacts of the Governments reforms of the Community Infrastructure Levy as we still await the publication of the Localism Bill and any detailed guidance by Government to inform the application of the Regulations. 


	ASSESSMENT OF RISK: Failure to adopt Community Infrastructure Levy prior to April 2014 may result in a loss of Community Infrastructure Levy income for infrastructure. 


	SOURCE OF FUNDING: Section 106 and Community Infrastructure Levy.


	LEGAL ADVICE OBTAINED: 
Contact Officer and Extension No: 

Date Consulted: 

Comments: No comments required for this report.




	FINANCIAL ADVICE OBTAINED: 

Contact Officer and Extension No: 

Date Consulted: 

Comments: No comments required for this report.


	OTHER DIRECTORATES CONSULTED: No comments required for this report


	CONTACT OFFICER: Tony Melia – 793 2063                                     


	WARD (S) TO WHICH REPORT RELATE (S): 
 All


	KEY COUNCIL POLICIES: Not applicable



Paul Walker
Strategic Director for Sustainable Regeneration
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