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	ITEM NO.




REPORT OF THE STRATEGIC DIRECTOR OF HOUSING AND PLANNING



TO LEAD MEMBER FOR  PLANNING AND LEAD MEMBER FOR  PLANNING  


ON  13th FEBRUARY 2006


TITLE : CONSULTATION ON PROPOSED PLANNING – GAIN SUPPLEMENT


RECOMMENDATIONS : That the comments on the consultation on Planning-gain Supplement that are contained in the report be approved as the official response of Salford City Council and communicated to H.M Treasury.


EXECUTIVE SUMMARY :  H.M. Treasury, H.M. Revenue and Customs and the Office of the Deputy Prime Minister issued a consultation paper on Planning–gain Supplement (PGS) in December 2005.  This report outlines the basis of the current proposal for the PGS, its main implications for Salford and a recommended response from the city council.


BACKGROUND DOCUMENTS (Available for public inspection other than published material): 

 Nil.


ASSESSMENT OF RISK: LOW

	


SOURCE OF FUNDING: N/A

	


COMMENTS OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES (or his representative):

1. LEGAL IMPLICATIONS: None



Provided by : Richard Lester

2. FINANCIAL IMPLICATIONS: No comments received
Provided by : Nigel Dickens

PROPERTY (if applicable):

HUMAN RESOURCES (if applicable):

	


CONTACT OFFICER : Amelia Lucas 
0161 793 3657


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


KEY COUNCIL POLICIES: UDP


DETAILS (Continued Overleaf)

1.0
Introduction

1.1
Kate Barker’s Independent Review of Housing Supply published in April 2004 demonstrated that there is a constrained housing supply across the country and argued that without any further action housing affordability and social mobility will decline in the future.  In response to this the government is now seeking to increase housing supply and one of the recommendations in the Barker Review to achieving this growth with the imposition of a new tax on the granting of planning permission; a Planning - gain Supplement, (PGS), together with some changes to the planning obligation system (S106 agreements and undertakings).

1.2
In December 2005, the H.M Treasury, H.M. Revenue and Custons and the ODPM released “Planning-gain Supplement: a Consultation”, to seek the initial views of stakeholders and the public.  If the proposal to introduce PGS is taken forward, then it is likely that there would be further consultation including consultation on draft legislation.

1.3
The consultation has taken the basis of Kate Barker’s original recommendation and proposes a levy or tax which will assist in the provision of infrastructure at the local level which is essential for new development.  The PGS is seen as a mechanism to help finance the investment needed to encourage new development and offer greater housing opportunities for everyone.  It is proposed that PGS would not apply before 2008, though the precise date is not yet confirmed.

1.4 The PGS can be viewed at www.hm-treasure.gov.uk/media/F59/D3/pbr05 planninggain 449.pdf
2.0
What is PGS?

2.1
The PGS is a tax that would be imposed through the planning process to capture some of the land value uplift following the granting of planning permission.  It would be calculated on the basis of the difference in value of the land before and after planning permission has been granted.  The value of the land before planning permission, or “current use value” (CUV), would depend on the value of any development already permitted on the site.  The value after planning permission had been granted, or “Planning Value” (PV), would be determined by the ultimate development value which would be influenced by the nature of the development and its density, its location and on market conditions.

2.2
The tax would apply to all development, both residential and non residential development land but would exclude development for improvements to existing dwellings.  It would take into consideration any contributions secured by a planning obligation or S106 agreement.  Whether the tax should be lower on brownfield land than greenfield land is currently under review.

2.3
It is proposed that PGS would be essentially a local measure with a significant majority of the PGS revenue to be recycled directly to the local level.    However it is also proposed that a “significant proportion” would be used to deliver strategic regional infrastructure with an “overwhelming majority” of funds to be recycled within the region from which they have derived.  Only the broad principles of this element of the proposal have been outlined at this stage.  

2.4
The tax would be payable on the commencement of development.  However, to know when development commences and also to make it a statutory chargeable event, it is proposed that a Development Start Notice (DSN) procedure is created.  Development could not lawfully proceed without a validated DSN and it would be the responsibility of the developer to ensure that this is declared.  The developer would then become the person to which the tax would be charged.

2.5
As the chargeable person, the developer would have to submit a self assessment of their liability using their own valuations which would form part of the PGS return.  This would have to be completed within a specified period of time, afterwhich H. M Revenue and Customs (HMRC) and the Valuation Office Agency (VOA) would then carry out a risk based assessment of the PGS return including the valuations.

2.6
It is proposed that both the DSN and the PGS liability could be registered as a local land charge so that prospective land buyers would be aware of existing liabilities.

2.7
PGS would be enforced through a combination of interest charges, penalties and other compliance measures.  In cases where  PGS was not complied with, a Development Stop Notice would be served.  For example, this could be issued where a PGS had not been returned or where a DSN had not been submitted or validated.  Where a Development Stop Notice was not complied with an application for a court injunction would be issued.

2.8
The government is currently proposing that the LPA and the HMRC will administer the DSN and enforce PGS.

3.0
Changes to the Planning Obligation System

3.1
Alongside the introduction of the PGS it is proposed that the scope of planning obligations under section 106 of the Town and Country Planning Act 1990 (as substituted by the Planning and Compensation Act 1991) be reduced.  Currently, S106 allows a wide range of agreements between developers and LPAs but it is proposed that with the PGS the scope of planning obligations would be reduced to matters that relate specifically to the environment of the development site and affordable housing.  The exact nature and scale of the obligation requirements could still be governed by tests of relevance to planning as outlined in ODPM Circular 5/05; direct relationship to the development, reasonableness and proportionality.

3.2
The principles for matters that would be included in the “site environment” fall into 3 areas:

1) The provision of affordable housing, making it necessary to contribute to securing of the relevant proportion of affordable housing in a residential or mixed use development as required by the LDF policy to the site.

2) The direct replacement/substitution for the loss or damage to a facility or amenity caused by the development.

3) Any measures that are necessary to ensure that the development is acceptable in terms of such things as connectivity to access points, physical safety, environmental quality, biodiversity, design or landscaping, mix of uses, operational effectiveness, archaeological protection. 

3.3
Included in the new scope would be: on-site landscaping, roads and traffic calming, access roads, open space, mix of uses and house types, flood defence, street lighting, phasing and timing of development, landscaping and environmental improvements.

3.4
Outside the scope would include: education and health provision, community centres, bus services, fire stations, employment and training. 

4.0
COMMENTS TO H.M TREASURY, H.M REVENUE AND CUSTOMS AND ODPM

4.1
Salford City Council recognises the implications of the Barker Review and the requirement to ensure housing supply is increased in future years.  The current system of negotiated planning obligations does not work effectively to provide and meet infrastructure needs and therefore the city council very much supports the underlying principle of the PGS and what is trying to be achieved.  The consultation seeks the views from stakeholders about a number of detailed issues relating to the proposal.  However, there are a number of general concerns that are of relevance to Salford that will need to be satisfactorily addressed in the first instance if the PGS is to be successful and it is these that are outlined below.


Safeguarding of Spending at the Local Level
4.2
It is proposed that the tax is collected centrally but there is no indication of how much of the PGS would be recycled back to the local level or indeed how this would be safeguarded for use within the local area.  This gives rise to concern that this tax is in fact another revenue generator for central government and will not be used for its intended purpose but rather be used to fund other competing development elsewhere across the country, for example funding development associated with the Olympics which are to be held in London in 2012.  This is not possible under the current system because the money is collected locally and also the legal agreements detail where the monies are to be spent.

4.3
In addition there is also concern that the amount of money that is recycled back to the local level may not be appropriate to the development that is taking place within the local authority area.  This is especially of concern where major applications cross administrative boundaries or where an application proposal can have infrastructure implications on nearby facilities within a neighbouring authority.

4.4
It will be imperative therefore that the details of the PGS, the procedures, timescales and amounts to be received in the local authority area are set out clearly.  This will enable LAs to be aware of forthcoming monies for infrastructure enabling them to define a clear infrastructure works programme.  It will also enable developers to be aware of the costs of development.


Additional Funding Requirements
4.5
The overarching aim of the planning system is the promotion of sustainable development and in association with this is the aim to create sustainable communities and provide affordable and decent homes for everyone across the country.  It has been recognised that there are considerable disparities across the country,  particularly within the north of England and this has led to the establishment of the Northern Way and the HMR Pathfinder Initiative, including the Manchester/Salford Initiative and also the establishment of the Urban Regeneration Companies including the Central Salford URC.  However, if these programmes are to be fully successful and deliver the economic regeneration that is required, it is essential that the infrastructure provision is sufficient to support the anticipated future growth that these initiatives will generate.  There is concern that the PGS is not a sufficient mechanism to provide this level of infrastructure.  If these initiatives are to be a success there will have to be additional monetary funding from central government to ensure that these are delivered and in a timely manner. 



Redistribution of Resources

4.5
It has been indicated that the percentage of the PGS attained would derive from the land value uplift following the granting of planning permission and is likely to be the same across the country.  Similarly, the cost of infrastructure provision is the same across the country.  However, land value uplift is significantly greater in the south than the north thus the PGS will benefit the southern regions and their ability to provide the necessary infrastructure.  This will result in an even greater differentiation between the north and south of the country unless the revenues obtained are redistributed to areas in greatest need.  

Flexibility of PGS Payment

4.6
If a developer has to pay the PGS and also contribute to the environment of the development site through a S106 agreement, as well as having to provide some affordable housing within the development, this may effect the viability of some sites across the city.  It will therefore be essential that there is a level of flexibility to the payment of PGS which will enable it to be reduced or waived in certain circumstances.  More importantly from a housing needs perspective if this issue isn’t addressed, it may result in a significant reduction in the ability to provide affordable housing across the city if developers have pay PGS and for site treatment works associated with the development as well.

Meeting Housing Needs
4.7
The housing market is known to be volatile and can change rapidly over a short period of time.  Therefore there may be implications from situations where flats or one/two bed houses may be appropriate now but in five years time the demand may have changed to family housing.  This would have very different infrastructure implications with additional costs which will not be reflected in the PGS payment. 

Generation of a Landbank

4.8
It has been clarified that the PGS would be paid on the commencement of development – anytime within 5 years of the granting of the permission.  There is some concern that developers will gain their permission and then sit on the land for as long as possible or until the PGS is scrapped or a new government elected which may rescind the proposal.  If this were to happen this could have implications for development across any part of the city but it may impact particularly in the regional centre which forms the main focus for investment, economic development and leisure and tourism activity within the wider Greater Manchester Conurbation.  

Self Assessment Valuation

4.9
There is concern that valuation of a PGS is by way of a self assessment regime with the person, often the developer, who is liable to pay the tax actually determining the increase in value.   It is in the developer’s interest that this figure is as low as possible and therefore if this issue of valuation is not carefully monitored, checked and administered then local authorities will lose vital capital for infrastructure works in their area.  However, local authorities will not have the capacity to fulfil this administrative role.

PGS Greenfield/Brownfield and Allocated Sites

4.10
The issue of the proportion of PGS for greenfield and brownfield sites should be clarified but it is considered that this should be lower for brownfield sites to ensure that developers are not deterred from developing a site. However, the implications of a site being allocated within a development plan also needs to be taken into consideration.  The site may currently be in a low value use but an allocation within a development plan may increase its value thus impacting upon the final PGS paid which would be less than if the site had not been allocated.  Therefore a site allocation should not be factored into the existing use value for a site.  In relation to this, draft PPS3 Housing which is currently out for consultation is promoting the allocation of a greater number of sites for housing provision, and if this issue is not addressed it could result in local authorities receiving very little PGS from housing development which can generate significant infrastrucuture provision.

Phased Applications

4.11
PGS would be payable on commencement of a development but there is no mechanism to address planning permissions on larger sites.  These developments are often developed in a phased approach over a number of years and often in these circumstances amended applications are submitted and approved.  In these instances, the nature and density of the development may change and may even increase.  This would result in an increase in the final PV but would not have been reflected in the original PGS payment.  This matter must be addressed if local authorities are not to lose out on their resources.  The issue of whether there would be any rebate should land values fall also needs to be addressed.

PGS/Planning Obligations
4.12
The proposed split between the PGS and the planning obligation would appear initially to be sensible.  However, further clarification through additional guidance on this should be produced to avoid confusion.   Furthermore, the local authority currently have a transparent and accountable method of determining where monies are spent through the S106 agreements which details exactly what monies received and what they should be spent on.  This accountability must be maintained through the new system and therefore the mechanics of the PGS must be clearly set out.

Reduced Negotiations
4.13
It is proposed that the PGS would be a set proportion of the land uplift value – a figure of 20% of this final value has been suggested.  This would apply nationally and as it would be a set amount this would be of benefit to both developers and the city.  Developers would know exactly what  they would have to pay by way of the PGS and would therefore be able to incorporate this into their costings and budget.  This knowledge and certainty would in turn benefit Salford through the requirement for fewer negotiations in relation to planning obligations and thus there would be a resource saving made owing to less demand on staff time and resources.

Resources

4.14
It will be important for the Government to recognise the increase in resources that will be required from local authorities through the introduction, management and enforcement of the PGS including the DSN.  Appropriate provision should be made available to cover these increased costs  that will have to be met.

Increase in Applications up to 2008

4.15
It is proposed that the tax is not imposed before 2008.  As it could be considered that the PGS is an additional burden on the developer, this may result in a large influx of applications prior to this date in an attempt to avoid payment of the PGS.  This could place an additional burden on existing staff resources in subsequent years up to 2008.
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