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2.
WHAT IS CIL AND HOW DOES IT WORK? 
2.1 
The Community Infrastructure Levy (CIL) became effective as a tool for securing developer contributions from new development in April 2012. It is intended to replace most S106 agreements. Essentially, it is a pre-set charge on all new developments over a minimum size, and will apply to all new housing, and potentially to all new commercial and industrial premises, including extensions to existing buildings. 
2.2 The developer pays over a sum of money for each new development, according to a charging schedule set by the local authority. The charging schedule is set only after a formal process, concluding in an examination in public, and cannot be revised without going through that process again.
2.3 The process of setting and revising a charging schedule requires the local authority to monitor sales values, build costs and developer activity (i.e. planning applications, site purchases etc), to indicate the health of the market, its reaction to CIL and whether a CIL charge needs changing. 
2.4 The money raised can be spent by the local authority on any items included in an infrastructure list. The list must also initially be set up after a formal process of consultation and examination, but the local authority is free to vary the list subsequently as needs change. A list will include, for example, new schools, roads, and other services and facilities. There is no restriction on how the authority uses any particular sum it receives, so for example, there is no automatic link between any single development and the facilities most local to it. CIL is essentially a tax. 
2.5 CIL can only be levied if a development is economically viable enough to afford the CIL. This means that a CIL charging schedule, when it is drawn up, has to take account of viability considerations in any future developments. The amount of CIL charged must not make a development unviable i.e. be so high it stops the development from taking place. 
2.6 For a  charging schedule to be adopted it must show:
· There is a development plan in place (already met) 

· A viability study has been produced to demonstrate that the level of CIL charged will not put the majority of development at risk of not happening 

· That there is a funding gap which can be demonstrated through an infrastructure schedule, which shows that the required facilities or services cannot be provided without CIL contributions. 

3. WHAT HAPPENS TO S106 AGREEMENTS 
3.1 
The government aims to replace S106s over time with the CIL. However under the CIL regulations, certain elements of infrastructure can still be secured through a S106 agreement, so initially, CIL and S106s can run alongside each other.  
3.2
From April 2014, S106s will still be usable to secure only on-site and site specific infrastructure such as:
· Affordable housing 

· Open space requirements 

· Specific highway access requirements:

This is because a S106 agreement must be:
a) necessary to make the development acceptable in planning terms

b) directly related to the development 

c) fairly and reasonably related in scale and kind to the development. 

3.3
S106 agreements have been used to raise money which is then pooled to pay for a major piece of infrastructure – e.g. a new road, new school, or town centre improvements. It is now far more difficult to do this; there are limits that prevent more than five developments contributing, via S106 agreements, to an item of infrastructure, and these rules are backdated to 2010. 

4. WHAT DOES THE COUNCIL NEED TO DO?
4.1
The vast majority of developer contributions will no longer be capable of being secured by S106 after 2014 and the only way the Council and other agencies can secure contributions will be through a CIL charge. This means that the Council has to put a charging schedule in place by April 2014.  
4.2
It is worth noting that some developers are already arguing that our S106 ask is illegitimate by not meeting the CIL tests.
4.3 Preparatory work on ClL has been undertaken for us and the other North Northamptonshire local authorities by the Joint Planning Unit, which has worked alongside staff from the four authorities.  The JPU  employed BNP Paribas Real Estate to carry out a viability study as required by the regulations, and this is attached at Appendix A. They have also pulled together an infrastructure list for each authority area, and this is attached as Appendix B.  

4.4 This involves two stages of public consultation followed by an independent examination. If the schedule is found to be sound (i.e. based on reliable, relevant information), it can be adopted and used from that point. The timescale for the adoption is as follows:-
· First round of consultation (6 weeks) – Autumn/Winter 2012

· Second round of consultation (4 Weeks) - Spring 2013 

· Examination Summer 2013
· Adoption Autumn 2013 

5. 
WHAT DOES THE MOVE TO CIL MEAN FOR KETTERING? 
5.1 CIL will apply to more developments than S106 arrangements did – S106 agreements generally applied to larger development and more usually to residential than commercial developments. Now, single house developments and even large extensions (above 100sq m) will attract a CIL payment. The table below shows the potential amounts that could have been received from consents granted in the last 2.5 years. 

Table 1: Potential CIL amounts that could be received from consents granted April 2010 - August 2012 which did not have a S106 agreement 

	
	Tier A settlements
	Tier B Settlements
	Annual Total

	
	No. dwellings
	CIL charge* 
	No. dwellings
	 CIL Charge*
	

	2010/2011
	125
	593, 750
	8 
	76, 000
	669, 750

	2011/2012
	85
	403, 750
	1
	9, 500
	413, 250

	2012 April - August
	31
	147, 250
	1
	9, 500
	156, 750

	* Calculation based on No of dwls multiplied by 95 sq m (average 3 bed dwelling size) multiplied by £50 CIL Charge (£100 for the Higher Value villages)
	Total 1,239,750

	
	


5.2 However, it is likely that the amount of developer contributions for large scale developments will be less per development  than was the case under S106. Some comparisons using three recent sites are set out below.  


Table 2: Comparison of CIL and S106 receipts

	Site
	Total dwellings
	Total Market Housing floor space
	Total CIL charge – based on £50 per sq m
	Total S106 charge

	KET/2011/0030: Higham Road, Burton Latimer 
	331 total 

74 affordable 257 market 
	22, 477 sq m
	1, 123, 850
	1,760, 723 

	KET/2011/0055: Cranford Rd, Burton Latimer
	197 total

49 affordable

148 market
	16, 449 sq m
	1, 022, 150
	2, 427, 356  

	KET/2012/0085: Polwell Lane, Barton Seagrave (part of site, further 328 to be built) 
	122 total 

36 affordable

86 market
	11, 268 sq m
	563, 400
	1, 202, 062.80


5.3 Because a CIL charge is mandatory, it takes precedence over S106 agreements. So, on a site where both are being applied, it is likely that the items which might be negotiated down to ensure a site is viable would be the on site or site specific infrastructure such as open space, drainage systems, and affordable housing. It is the latter which is likely to have the greatest impact on viability.

6 SETTING THE RATES 
6.1 The CIL regulations give two options for setting the rates. One rate can be set across the whole Borough, but would have to be fixed at the lowest charge so that all sites are viable. This would be a simple process to administer, but runs the risk of losing some income from those areas or developments which could afford more. The other option as shown in Table 4 below is to set different rates for different types of development and different areas. The results of the consultant’s study indicate that the second option, of setting the rates based on the viability across different areas will be the most beneficial to the local authority.
Table 3: Draft Charging Schedule
	Proposed use 
	Charge

	Tier 1 areas *
	£50 per sq metre  

	Tier 2 areas*
	£100 per sq metre

	Retail developments 
	£60 per sq metre

	Retail development in the small towns and larger villages
	Nil rate

	Office development, General Industrial development, Storage and Distribution, Hotel, Community uses, Other
	Nil rate


* See map at Appendix C
Residential rate
6.2 The viability evidence suggests that we could set two different amounts for residential development, as shown above. Members will need to consider if the administration costs associated with setting two amounts would be justified by the money that is likely to be generated. Further work on this is ongoing. The table below shows the difference between the amount generated by a £50 per square metre charge and a £100 per square metre charge. 

Table 4: Potential CIL amount by dwelling size.
	Floor space (sq m) of a single dwelling 
	Amount due at £100 per sq m
	Amount due at £50 per sq m

	66 (2 bed, 3 person dwl)
	6, 600
	3, 300

	77 (2 bed, 4 person dwl)
	7, 700
	3, 850

	96 (3 bed)
	9, 600
	4, 800

	106 (4 bed)
	10, 600
	5, 200

	220 (KBC example)
	22, 000
	11, 000

	310 (KBC example)
	31, 000
	15, 500

	379 (KBC example)
	37, 900
	18, 950


6.3 If we decided to set one rate for all residential development it would have to be fixed at the lowest charge so that all sites are viable. 

6.4 If a £50 rate were set the amount that could be collected for an average sized property (95 square meters) is £4,750 per house, £9, 500 if a £100 rate were set. The Sustainable Urban Extensions should also be covered by a CIL charge in case new planning applications were submitted for parcels of land.  If the Urban Extensions are broken up in this way, it would be difficult for the Council to secure pooled Section 106 contributions from individual developers. The current recommendation is that CIL is set at £50 per square m for the remaining SUE’s. 

Retail rate
6.5 It is possible that two levels could also be set for retail development. A lower rate for smaller development in Kettering town, and a higher one for warehouse/superstores/retail parks (which could be defined using the Sunday Trading law threshold of 280 square metres). 

6.6 It is unclear whether the CIL regulations allow for the charging of different levels on the same type of development e.g. between a small shop and a supermarket (other than on area basis). The Government has announced plans to make technical amendments to the regulations to clarify and improve the operation of CIL. These regulations are due to be announced soon, hopefully this issue will be clarified then. 

6.7 Alternatively the Council could apply a rate of £60 per square metre on larger retail development like that applied to retail development within Kettering. 

7.
CIL RECEIPTS
7.1
The collection and administration of the CIL in accordance with the regulations are currently being considered and will be reported at a future date.  The decision on how to spend the CIL receipts on infrastructure will remain with the authority; the governance arrangements around this are being considered by officers and will be reported to a future committee.
7.2
CIL receipts based on the current viability information will be insufficient to deliver all items on the infrastructure list.  The Council will need to prioritise the allocation of funds and review the content of the list.

8 
FURTHER REGULATION CHANGES
8.1
Some of the regulations on CIL are still to be finalised after a consultation period at the end of 2011. This includes a requirement that a meaningful proportion of the funds collected should be made available to the area where the development is taking place. At this time no further information has been released, it is understood that further regulations will be issued towards the end of October.

9
CONSULTATION AND CUSTOMER IMPACT

9.1
The Preliminary draft Community Infrastructure Levy Charging Schedule will be consulted on widely. This is being organised by the NNJPU and will be done in conjunction with the Charging Schedules for the other North Northamptonshire authorities. The six week consultation will start after all the local authorities have approved their charging schedule for consultation.
10.
POLICY IMPLICATIONS
10.1 
When adopted CIL will form part of Council policy and will be used to fund infrastructure across the borough that is required as a result of development. 

11.
USE OF RESOURCES
11.1
There are no direct costs as a result of this report, however the implementation and monitoring of CIL may result in additional costs. 


Appendix items
Appendix A
The viability report

Appendix B
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1.	PURPOSE OF REPORT





The purpose of this report is to introduce the Council's proposed Preliminary Draft Community Infrastructure Levy (CIL) Charging Schedule (see Appendix 1) to committee and seek approval for it to be issued for six weeks' public consultation in Autumn 2012.








12.	RECOMMENDATION





The Preliminary Draft Charging Schedule is approved for a six week consultation period.








	





It is recommended that:





The Preliminary Draft Charging Schedule is approved for 6 week consultation period.





Appendix items


The preliminary draft charging schedule and map


The infrastructure list


The viability report


It is recommended that Members note the contents of this report.








