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11.
PRELIMINARY DRAFT COMMUNITY INFRASTRUCTURE LEVY CHARGING SCHEDULE, FOR PUBLIC CONSULTATION

  

     (DCES) 
  
 ASK   \* MERGEFORMAT 
1.
Summary

1.1
  To seek approval to undertake public consultation on the Community Infrastructure Levy Preliminary Draft Charging Schedule.
2.
Details

2.1
On the 6 April 2010 The Community Infrastructure Levy Regulations 2010 (Regulations) came into force which changed the way in which planning obligations can be sought through Section 106 Agreements. Although it is not mandatory to prepare a CIL, these Regulations have deliberately restricted the use of S106 planning obligations from April 2014.
2.2
From the 6 April 2014 (or from the date that the Council adopts a CIL if earlier) a planning obligation under Section 106 Agreement may not provide for further funding or provision of infrastructure that can be paid for by CIL.

2.3
Furthermore, no more than 5 separate planning obligations can be used to provide an infrastructure project or type of infrastructure. This will have significant implications for obligations which are based on cumulative impact and require pooled contributions for their delivery (i.e. schools, libraries, sustainable transport, open spaces etc) and for those obligations which relate to the same type of infrastructure.

2.4
Section 106 Agreements will remain in force and will deliver site specific mitigation and provide for local matters that cannot otherwise be realised through CIL. The principal uses for Section 106 Agreements would be the delivery of Affordable Housing and the mitigation of the direct effects of the proposed development.

2.5
Under the CIL Regulations, the Local Authority is the Charging and Collecting Authority which means that the Council is responsible for setting the CIL amount and the collection and administration associated with it. The Council will also be responsible for deciding where the monies collected are spent. This is a major change to the current system where the Council collects monies on behalf of Hertfordshire County Council for education facilities, libraries etc. Once CIL is adopted it will be up to the Council to decide what monies are distributed to the County and other infrastructure providers.
2.6
Consideration of how the Council distributes the monies collected from the CIL is not detailed here as this will be the subject of a further report informed by the work currently being carried out by the Hertfordshire CIL Reference Group.

What is CIL?

2.7
CIL is a new charging system that can be applied to most forms of development to help fund infrastructure improvements that support the development of the authority area in accordance with the Development Plan and the Infrastructure Delivery Plan. (It should be noted that CIL will not be able to pay for all infrastructure needs that have been identified and that other funding sources will still need to be relied upon). 

2.8
CIL takes the form of a charge per square metre on the net additional increase in floor space and applies to developments of more than 100sqm. 
2.9
It will be a pre set charge agreed up front by the Council and based on the need and costs of infrastructure delivery and viability of developments. Payment of the charge is non-negotiable and will not require further justification to prove that the contribution is necessary in planning terms, as is the case with S106 agreements.

2.10
With this in mind it is important to ensure that the CIL levy is not set at too high a level as to put the viability of development schemes at risk as this will result in contributions towards Affordable Housing being reduced (as this will remain the only negotiable element of developer contributions). This will mean that the Council will be unlikely to achieve Affordable Housing levels set out in the Core Strategy. 

2.11
The combined costs of the CIL and the Core Strategy policy on Affordable Housing have been taken into account in the viability assessments detailed under paragraph 3.

2.12
The level of the charge is set by the Local Authority but it must not undermine the viability of development. Regulation 14 of the CIL Regulations states that a charging authority ‘….must aim to strike what appears…to be an appropriate balance between –

(a) the desirability of funding from CIL (in whole or in part) the actual and expected estimated total cost of infrastructure required to support the development of its area, taking into account other actual and expected sources of funding; and 

(b) the potential effects (taken as a whole) of the imposition of CIL on the economic viability’.

2.13
The CIL must be supported by robust evidence that assesses the impact of CIL on development viability. It is for the Council to decide upon what level of CIL should be charged taking into account the need to strike an appropriate balance between delivering infrastructure and ensuring development viability is not put at risk.

3.
Viability Assessments

3.1
A Stage 1 Economic Viability Assessment (EVA) was commissioned by 8 Hertfordshire Authorities to enable a consistent approach to be adopted towards a standard assessment of the key factors and parameters that will influence development viability and therefore potential CIL rates across Hertfordshire. 
3.2
The Stage 1 EVA identified that CIL value results ranged from £84/sqm to £207/sqm for Three Rivers and proposed the following rates across the District:

	Type of Development
	CIL Rate per sqm

	Residential
	£150

	Retail
	£125

	Hotels
	£145

	Care Homes
	£163

	Office, Industrial
	£0


3.3
However, the Stage 1 EVA did not consider the geographical distribution of anticipated development nor did it take account of geographical variations in sales values of properties within a single post code area. It was therefore considered necessary to commission a further EVA to test viability issues further.

3.4
The Stage 2 EVA took account of the geographical distribution and density of development over the plan period and reviewed the sales values within the post code areas to provide a more detailed analysis.

3.5
The results of the Stage 2 EVA show CIL rates for residential development (new build houses/flats) to be slightly lower than those identified in the Stage 1 EVA. In particular they show that:
· anticipated schemes in the WD18 and WD19 appear to be unable to support a CIL

· WD3 and HA6 appear to be able to support a higher CIL than the other postcode areas
· The recommended CIL rates of the Stage 1 EVA regarding Retail, Office, Industrial, Hotels and Care Homes remain reasonable
3.6
In considering the findings and the recommendations from the EVAs it is proposed that the following CIL rates be consulted on in the Preliminary Draft Charging Schedule in Appendix 1: (Appendix 2 details the CIL Band areas for Residential Development)
	Residential Developments

	Post Code
	CIL Band
	£ per m2

	WD3, HA6
	A
	180

	WD4, WD5, WD25
	B
	120

	WD18, WD19
	C
	0


	Other Developments

	Area
	Type
	£ per m2

	District
	Retail
	120

	District
	Hotels
	120

	District
	Care Homes
	120

	District
	Other non residential
	0


3.7
It is important to note that these are only preliminary rates and these may need to be revised following consultation. 

3.8
Due to the current economic climate, an Instalment Policy which allows developers to pay the CIL in instalments (if the total CIL liability is greater than £35,000) has also been included in the Draft Preliminary Charging Schedule. The draft policy is detailed in Appendix 3.

3.9
There are very few Local Authorities which have published a CIL Charging Schedule and none in Hertfordshire. However, both the London Boroughs of Hillingdon and Harrow (who are our neighbouring authorities) have. The table below summarises their requirements for information only. Please note that the Mayoral CIL of £35 also has to be paid in addition to their CIL.

	London Borough
	Residential
	Retail
	Hotel
	Other

	Hillingdon
	£95
	£215
	£40
	Offices £35

	Harrow
	£110
	£100
	£55
	NIL


4.
Next Steps
4.1
The Preliminary Draft Charging Schedule (Appendix 1) will be subject to six weeks consultation after which a revised draft will be brought back to the Executive Committee and Full Council to approve the publication stage (a statutory 4 week consultation) and submission for examination.
4.2
A further report detailing how the CIL monies are spent will be presented to the Executive and Full Council prior to the adoption of CIL.
4.3
In addition to setting the charging rates there are a number of other implications for the Council in terms of actual implementation of a CIL. These include the need to have supporting policies, a robust monitoring scheme and potentially additional staffing resources to administer the scheme. 

4.4
Management of CIL is a relatively complex process initially and will require additional resources, both in terms of staff and systems. It is possible to fund the administration from the CIL Receipts. Appendix 4 sets out an indicative list of key tasks that are required for the implementation of CIL which will be subject to further reports to the Executive Committee and Full Council prior to the Council considering submission of the CIL Charging Schedule for independent examination. 
5.
Options/Reasons for Recommendation
5.1
  Option 1 – Executive/Council does not agree to progress CIL
5.2
This would mean that the Council would be unlikely to be able to continue to collect sufficient developer contributions for playspace, education facilities, and transport or road improvements etc. after April 2014 as the Regulations only allow for the pooling of contributions from up to 5 individual developments after that date.

5.3
Option 2 – Executive/Council agree to consult on the Preliminary Draft Charging Schedule as set out in Appendix 1.

5.4
As stated above there will be a further opportunity to review the rates before formally submitting the CIL Charging Schedule. The rates suggested are based upon robust evidence and an appropriate balance.

5.5
It is recommended that Option 2 is agreed. This option enables formal consultation with the development industry, infrastructure providers and the public at the earliest opportunity.
6.
Policy/Budget Reference and Implications
6.1
The recommendations in this report are within the Council’s agreed policy as set down in the Strategic Plan to prepare the Local Plan (LDF) to promote the theme of Sustainable Development.
7.
Financial Implications
7.1
None specific. The preparation of the Community Infrastructure Charging Schedule will be met by the existing revenue budget for Economic and Sustainable Development.
8.
Legal Implications
8.1
  The Community Infrastructure Levy process being followed is entirely consistent 
with the Community Infrastructure Levy (Amendment) Regulations 2011.

9.
Equal Opportunities Implications

9.1
Relevance Test

	Has a relevance test been completed for Equality Impact?


	Yes 

	Did the relevance test conclude a full impact assessment was required?


	No


9.2
Impact Assessment

9.3
What actions were identified to address any detrimental impact or unmet need?


 ASK   \* MERGEFORMAT None required.

10.
Staffing Implications
10.1
  The consultations on the Preliminary Draft Charging Schedule will be 
undertaken by staff in the Economic and Sustainable Development Team.
10.2
It is likely that dedicated staff resources will be needed to support CIL although 
the Council is allowed to use 5% of receipts for the purposes of administering 
the process. There is also likely to be a need for other staff to be trained to 
understand and administer the CIL process. (See Appendix 4).
11.
Environmental Implications
11.1
  CIL will provide a mechanism for continuing to ‘pool’ contributions for infrastructure that includes provision of open space and will therefore enable some environmental objectives to be funded. 
12.
Community Safety Implications
12.1
  There are no direct community safety implications. However securing CIL to address infrastructure priorities will be important to the community and its safety, for example, securing funds for additional police facilities in the District.
13.
Customer Services Centre Implications
13.1
  The CSC has been briefed to respond to requests for information on the Local Plan (LDF) generally.

14.
Communications and Website Implications

14.1
  Information about the Community Infrastructure Levy is included on the Council’s website. All consultation documents will be made available on the website.  
15.
Risk Management and Health & Safety Implications

15.1
The Council has agreed its risk management strategy which can be found on the website at http://www.threerivers.gov.uk.  In addition, the risks of the proposals in the report have also been assessed against the Council’s duties under Health and Safety legislation relating to employees, visitors and persons affected by our operations.  The risk management implications of this report are detailed below.

15.2
The subject of this report is covered by the  ASK   \* MERGEFORMAT Economic and Sustainable Development service plan.  Any risks resulting from this report will be included in the risk register and, if necessary, managed within this plan.
15.3
There are no risks to the Council in agreeing the recommendation.
15.4
The following table gives the risks that would exist if the recommendation is rejected, together with a scored assessment of their impact and likelihood:

	Description of Risk
	Impact
	Likelihood

	1
	If the consultation on the Preliminary Draft Charging Schedule is not agreed there will be a delay in the adoption of a CIL. This will result in the Council not having a CIL in place prior to April 2014 when the restrictions on Section 106 Obligations come in to force. This will result in the Council not being able to ‘pool’ contributions from S106s and  thus impacting on the delivery of infrastructure such as education provision, play space etc   
	II
	D


15.5
Of the risks above the following are already included in service plans:

	Description of Risk
	Service Plan

	1
	Failure/Delay in delivery of LDF/Local Plan
	Development Plans


15.6
The above risks are plotted on the matrix below depending on the scored assessments of impact and likelihood, detailed definitions of which are included in the risk management strategy. The Council has determined its aversion to risk and is prepared to tolerate risks where the combination of impact and likelihood are plotted in the shaded area of the matrix. The remaining risks require a treatment plan. 
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15.7
In the officers’ opinion none of the new risks above, were they to come about, would seriously prejudice the achievement of the Strategic Plan and are therefore operational risks.  The effectiveness of treatment plans are reviewed by the Audit Committee annually.

16.  
Recommendation
16.1
That the Executive Committee approves the Preliminary Draft Charging 
Schedule set out in Appendix 1 for consultation.   

  

  Report prepared by: Claire May, Principal Planning Officer  
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The recommendations contained in this report DO NOT constitute a KEY DECISION. 
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