Appendix 4

Community Infrastructure Levy
What is Community Infrastructure Levy?

In the Planning Bill currently going through Parliament, the Government has introduced provisions for a new Community Infrastructure Levy (CIL).  The Government have published in August 2008 a document outlining its proposals which will be legislation once the Planning Bill has been enacted.  

“CIL will be a new charge which local authorities will be empowered, but not required, to charge on most types of new development.  The charges will be based on simple formulae which relate the size of the charge to the size and character of the development paying it.  The proceeds of the levy will be spent on local and sub-regional infrastructure to support the development of the area.”

Government advice that CIL:

Spending and Setting CIL 

· S106 Agreements are an effective mechanism and will be retained as (potentially modified) tool alongside CIL.

· Will improve predictability and certainty for developers as to what they will be asked to contribute;

· Will increase fairness by broadening the range of development asked to contribute;

· Will allow the cumulative impact of small developments to be better addresses;

· Will enable important sub-regional infrastructure to be funded;

· Will be used to fund the infrastructure needs of development contemplated by the development plan for the area, not to remedy existing deficiencies;

· Affordable housing provision should continue to be provided through the existing S106 system, not through CIL

· South East England Regional Assembly (SEERA) will provide funding for infrastructure and be reimbursed from CIL by the benefitting local authorities.

· Charging authorities can choose whether or not to implement CIL

· An up to date Development Plan for the area should be in place before CIL can be charged.

· CIL will be levied on most developments, including both residential and commercial.

· CIL will not be payable by householder development by homeowners

· “The Government’s preference is that negotiated planning obligations should continue to be used to enable affordable housing to be delivered on site,……. The Government therefore does not initially intend to include affordable housing within the scope of what may be funded from CIL.  However, affordable housing is included within the definition of infrastructure in the Bill so that affordable housing could receive CIL funding if evidence shows that this is necessary”.
· There will be a de-minimis threshold below which CIL will not be payable.

· It is envisaged that in many areas a substantial proportion of the levy will be spent on transport infrastructure.

· The Government are strongly recommending that authorities put in place monitoring systems so that information is readily available to the public.

Calculation, payment and enforcement of CIL

· The amount due will be calculated with reference to the charging schedule when a planning permission is granted

· Payment would not be due until commencement

· Payment would be required within a fixed time from commencement (suggestion of 28 days)

· The Government is exploring payment by instalments

· The Government is exploring “payment in kind” and recognises that this could present technical and fairness issues in terms of valuing the contributions made

· CIL will be registered as a liability on Local Land Charges, to ensure that subsequent purchasers of developed land and property are aware of the existence of an outstanding liability

· Interest and surcharge on late payments can be imposed

· CIL will be index linked against measures of inflation.

· Charging authorities will have the power to stop development, in a similar way to planning Stop Notice powers, plus other enforcement tools.

· Regulations implementing CIL will not come into force until Spring of 2009

What does it mean to the Borough?

The facility to enter into negotiated planning obligations using S106 Agreements will remain when CIL is introduced.  However, Government is considering whether restrictions on the use of planning obligations should be made once CIL is introduced, with a transitional period.

As the Borough has a robust Supplementary Planning Document for S106 that is based on a formulaic approach, there appears to be only one key benefit to the Borough which would be that CIL can “more easily fund sub-regional infrastructure – that is, larger pieces of infrastructure typically benefiting more than on local authority area.”
Some of the infrastructure needed to support the development of an area is likely to span more than one authority, e.g., hospitals, larger transport projects, waste facilities, which may require more than one authority to contribute, to make it affordable.  Sub-regional infrastructure can often be the most critical part of unlocking significant housing or economic development and is therefore important for CIL to contribute to it. 

These sub-regional pieces of infrastructure would be identified in the Regional Spatial Strategy and authorities individual Local Development Plans.

What would the Borough have to do if we wished to implement CIL?

· Identify funding gaps to arrive at a proposed amount to be raised from CIL

· Prepare a draft charging schedule to be included in the Local Development Framework

· The document will go through the same tests as the Local Development Plan:

· The charging schedule will have the same level of testing as the LDP

· Go through a public inquiry before an independent person

· The report of the independent person will be binding

· The charging authority would not be under an ob ligation to adopt the final schedule but could instead submit revised proposals to a fresh examination if it was unhappy with the independent person’s proposed changes.

Where do we go from here?

The Government will be commissioning a further study to assess the use of planning obligations in 2008-09 and have indicated that contributions towards more strategic types of infrastructure; schools, libraries, medical facilities and transport improvements, may be well suited to collection through CIL and restricting the scope of planning obligations.  “The Government will seek views on whether new policy on the use of planning obligations in light of the introduction of CIL is necessary and if so, what such policy might contain.” 
The Borough has developed a good and effective basis for S106 Contributions with its SPD.  We are in a good position to be able to re-look at our key issues for the authority.  The Boroughs current SPD is however not without some criticisms and some developers believe it not to be readily understood.  Therefore it may be opportune to look at overhauling the SPD to meet the CIL. 

As this Government document has only just been released, time is needed to digest its content and reflect on the options available to the Borough.  Discussions with the other Berkshire Authorities will also be an advantage to identify cross boundary issues and approaches.  

A full report on the implications of CIL will be presented to Cabinet early in 2009 ahead of the Governments proposed timescale for the regulations implementing CIL in the Spring of 2009.
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