	Part 1
	ITEM NO.




REPORT OF THE STRATEGIC DIRECTOR FOR SUSTAINABLE REGENERATION
TO THE LEAD MEMBER FOR PLANNING

ON 15th NOVEMBER 2011
TITLE: SECTION 106 UPDATE
RECOMMENDATION:
That the Lead Member for Planning notes the contents of this report. 
EXECUTIVE SUMMARY:
During the period 1st April 2011 to 30th September 2011 the City Council has:

· received £192,636 in Section 106 contributions, taking the total amount of Section 106 contributions received since 1997/98 to £8,793,401;
· approved spend of £193,000 of Section 106 contributions to enable the delivery of schemes that will reduce the negative impacts of the development that paid those contributions;
· spent a total of £40,202 on mitigation works. This takes the total amount of Section 106 contributions spent since 1997/98 to £3,824,718.
This report also provides further information on the challenges that surround the receipt of Section 106 contributions and how contributions are sought when parties responsible do not pay promptly.   
BACKGROUND DOCUMENTS: None 
KEY DECISION:
NO
DETAILS:
1.0      Introduction 


This report seeks to provide a summary of Section 106 activities for the Lead Member for Planning over the period 1st April 2011 to 30th September 2011. At the request of the Lead Member for Planning this report will also provide further information on the challenges that surround the receipt of Section 106 contributions.
2.0 Section 106 Highlights 
2.1 An overview of the total amount of Section 106 contributions received and spent from 1997/98 is shown in table 1.
	Section 106 Summary 

	Total Received 
	£8,793,401

	Total Spent

	£3,824,718

	Balance
	£4,968,683


	


Table 1: Section 106 Summary
3.0 Section 106 Activities 
3.1
During the period 1st April 2011 to 30th September 2011 £192,636 in Section 106 contributions were received. Table 2 below gives details of the developments that provided these contributions.  
3.2
Table 2: Section 106 Contributions Received (April 2011 to September 2011)
	Application 
Number
	Development
	S.106 
Received
(£)
	Purpose of Commuted Sum

	09/58247/FUL
(226)
	Ellesmere Centre, Walkden
	43,853
	Mitigation of climate change, Construction Training contributions, Improvements to public realm. Section 106 administration charge.

	10/59675/FUL 
(227)
	Former Kersal High School, Kersal
	18,670
	To provide improvements to open space and local sports pitch provision. Section 106 administration charge. 

	08/56907/FUL 
(225)
	Virdor Waste Centre, Cadishead Way, Irlam
	130,113
	To provide pathways along the side of the application site and old river Irwell and to maintain them over 20 years. Section 106 administration charge.

	
	TOTAL
	192,636
	


4.0
Section 106 Allocations 

4.1
Within the period 1st April 2011 to 30th September 2011 a total of £193,000 of Section 106 contributions have been approved to deliver schemes that will mitigate the impacts of the development that provided them. A list of these schemes is shown below within Table 3.
Table 3: Section 106 schemes approved (April 2011 to September 2011)
	Scheme
	Description

	Buile Hill Park
	£20,000 has been approved to enable the renovation of the derelict tennis courts at Buile Hill Park to provide a multi-use games area and tennis courts.  

	Ordsall Park 
	£70,000 has been approved to provide a new adventure play area at Ordsall Park.

	Irwell River Park 
	£80,000 has been approved to part fund route way improvements along the Anaconda Stretch of River Irwell. 

	Additional Bus Journeys -
	£23,000 has been approved to provide additional bus journeys along 74/75 route. In accordance with the relevant planning obligations, the additional bus journeys will serve Agecroft Business Park.


5.0
Outstanding Invoices
5.1
Two invoices had been raised within the period 1st April 2011 to 30th September 2011 that remain outstanding at the time of this report. Further details regarding these invoices is set out in Table 4 below.
5.2
Table 4: Outstanding Section S106 Invoices Raised (April 2011 to September 2011)
	Application Number
	Development
	Amount

(£)
	Obligation
	Comments

	04/47899/FUL (98)
	The Coppice, off Chatsworth Road
	1,000
	Maintenance of Chatsworth Road
	Invoice continues to be pursed by Creditors and Debtors Section. Both developer and current land owner are disputing the charge.

	05/50385/FUL (202)
	Greengate West/Blackfriars Road
	77,623
	Mitigation of climate change, Construction Training contributions, Improvements to public realm.
	Further details below

	
	TOTAL
	78,623
	
	


5.3
Under Section 106, a new development on the corner of Greengate West was required to pay £77,623 as the development had completed 50% of unit’s on site. The developer has now requested that the outstanding amount be paid over a six month period. The developer had made this request as many of the units have failed to sell due to the inability of potential buyers to obtain mortgages. In considering the current development/residential market, on this occasion the developers revised payment plan has been accepted. 
6.0
Challenges around the receipt of Section 106 Contributions
6.1
There have historically been and continue to be situations when Section 106 contributions are not paid promptly by the appropriate developer or land owner.  One of the main reasons being cited as a contributing factor is the economic downturn. The economic down-turn has had an impact on development in two ways. One is the difficultly that potential buyers can have in obtaining mortgages to buy a property. The second is that the price achieved for property has reduced, this has in turn reduced the profit that developers were anticipating when initially planning and building such developments. 
6.2
When Section 106 contributions have not been peen paid promptly by a developer, they largely fall into three categories, these include;
· Extended Payments – When developers request to pay outstanding Section 106 contributions over a longer period, for example a period of 6 months. 

· Legal Action – When no payments have been received and no payment plan has been entered into by the developer, outstanding Section 106 contributions are sought through the legal process. 
· Land Charge – When a development with outstanding Section 106 obligations has gone into administration, the ability to secure outstanding payment via the administrator is unlikely as the developer/landowner will have limited assets. In these situations the Section 106 obligation will pass to any subsequent owner of the development’s freehold. The City Council would then seek any outstanding contributions from the new owner. 
7.0
Legal Action

7.1
Legal action is currently being taken by the City Council’s legal section to recover non-payment of Section 106 contributions totalling £293,245 from two residential developments. These developments are located at the former Weaste Quarry site and the former Albert Mill Site on Oldfield Road. 
7.2
The City Council has been successful in retrieving unpaid Section 106 contributions through the legal process. One example of this is the recent receipt of £29,120.80 of unpaid Section 106 contributions from a development at Lupton Street. The developer paid the contributions prior to the case being heard at court. The contributions received also include the payment of accumulated interest by the developer at a rate of 8%.
8.0
Land Charge 
8.1
There are three residential developments that have had gone into administration that also had a requirement to pay Section 106 contributions totalling £222,573. The developments include;

· Site of former British Legion, Chadwick Road, Eccles
· Land at junction of Taylorson Street South and Ordsall Lane, Ordsall
· Land bounded by Bury Street, Garden Lane, John Street and Cross Street, Ordsall.
8.2
As obligations under Section 106 run with the land, the outstanding contributions remain active. Such contributions are anticipated to be received when the freehold of the development is purchased. When the site is purchased the City Council would seek payment of any outstanding Section 106 contributions from the new owner. 

9.0     Conclusion 
9.1    That the Lead Member for Planning notes the contents of this report.
KEY COUNCIL POLICIES: 
Planning Obligations Supplementary Planning Document 2007;
Salford City Council Unitary Development Plan 2004-16; and
Salford Greenspace Strategy Supplementary Planning Document.
EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS:  
The Section 106 contributions received will enable the delivery of an increase in the provision of improvements to local neighbourhoods within Salford. Any adverse impacts from any future schemes delivered with Section 106 contributions will be identified at the consultation stage of the scheme and will subsequently be addressed during the design process. 

ASSESSMENT OF RISK: Low 
Developers can seek to legally challenge the city council to claim back Section 106 monies under the following circumstances:

· If not used on a scheme that mitigates the impacts of that development;
· If not spent in line with the requirements of the Section 106 agreement; and
· If not spent within the agreed timescale.
SOURCE OF FUNDING:  Section 106
LEGAL IMPLICATIONS 
Contact Officer and Extension No: Nicky Smith, Solicitor    793 3083
Date Consulted: 16th September 2011
Comments: In the current economic climate it has been difficult to seek recovery of section 106 payments by means of legal action due to the number of developers going into administration/liquidation, which precludes the issuing of legal proceedings. As stated above, though, the debt remains a charge on the property which will be recoverable from the subsequent purchaser of the land. To date, when proceedings have been issued, payments have been received before the matter has progressed to trial, and it is hoped that this will be the case in the two examples referred to earlier, thus saving the time and expense involved in a defended court case.        
FINANCIAL IMPLICATIONS 
Contact Officer and Extension No: Duncan Hayward x2667
Date consulted: 26th September 2011
Comments: There are no financial implications in respect of this report as it is for noting only. Section 106 funds are collected and held on a balance sheet, where the funds are then used to fund approved schemes. The figures in this report are consistent with the financial management system (SAP).
OTHER DIRECTORATES CONSULTED: None 
CONTACT OFFICER:
Tony Melia
TEL. NO.
793 2063
WARD(S) TO WHICH REPORT RELATE(S): All
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Press Release – 

Section 106 Activities 1st April 2011 to 30th September 2011

During the period 1st April 2011 to 30th September 2011 the City Council approved the allocation of £193,000 of Section 106 Contributions towards local services and amenities, to help reduce the impact of new developments. 

The majority of this investment will enable the delivery of improvements to local parks including the provision of new children’s play areas.  

Examples include: 

· £20,000 has been approved to enable the renovation of the derelict tennis courts at Buile Hill Park to provide a multi-use games area and tennis courts.  

· £70,000 has been approved to provide a new adventure play area at Ordsall Park.


· £80,000 has been approved to part fund route way improvements along the Anaconda Stretch of River Irwell.


· £23,000 has been approved to provide additional bus journeys along 74/75 route.


In 2010/11 a further £192,636 has been paid under Section 106 of the Town and Country Planning Act to enable the delivery schemes that will mitigate the impacts of new development. 

Draft Quote – Lead Member for Planning  

” Salford City Council continues to invest into infrastructure and local amenities within the city. One example of this the successful investment of over £193,000 of Section 106 contributions received from new development into local services and amenities represents a real commitment by the city to ensure development is sustainable and does not have a negative impact on our local communities”.  

Tony Melia

Section 106 Officer


x2063


Note to Editor


Section 106 relates to a legal agreement that is signed between the Local Planning Authority and a developer in association with the granting of planning permission. If it is considered that a development will have a negative impact, a financial payment may be required from the developer, payable to the Council. For example if a development does not provide adequate and usable green space on their development, they would be required to pay the Council a set amount in accordance with the Councils adopted Planning Obligations Supplementary Planning Document. The Council in turn would invest those monies into green spaces in the locality of the development.


Further information is available via the website http://www.salford.gov.uk/living/planning/planning-section106intro.htm


