
[image: image1.jpg]Devon

DISTRICT COUNCIL




Mid Devon District Council

Community Infrastructure Levy

Advisory notes and Charging Schedule

February 2014

Community Infrastructure Levy (CIL) – Advisory notes 
1.0 Introduction 
1.1 The Community Infrastructure Levy or CIL (as set out in the Planning Act 2008) is a new system of developer contributions that is intended to supplement other public sector revenue streams to ensure that community infrastructure needed to support development is provided. It will generally replace developer contributions through Section 106 Agreements except in relation to affordable housing and on site infrastructure. The Community Infrastructure regulations were brought into force by the House of Commons on 6 April 2010. The continuation of the implementation of CIL was confirmed by the new Government following the election. Regulations were subsequently approved by parliament in 2011. The regulations have then been amended four times.
1.2 CIL is payable on all new development subject to the development remaining viable and profitable. It is imposed when planning permission is granted and is charged at the commencement of development or by instalments over fixed time periods for larger developments. CIL is not calculated on an individual development basis but is a standard charge per square metre over the whole of the District with the exception of affordable housing and buildings used by charities. The finance generated will be used to secure strategic infrastructure in the District which is required to accommodate the level of housing and employment growth set out in the adopted Core Strategy and related to the specific allocations in the adopted Allocations and Infrastructure DPD.
1.3 Unlike Section 106 Agreements CIL is

· A modest, fixed charge which will be transparent, predictable and certain,

· Charged on broad classes of development where evidence shows that the CIL can be paid without making development unviable,

· Much less time consuming, as it does not involve extensive local negotiations, so development will happen more quickly,

· Beneficial to local communities as a meaningful proportion of the charge will be passed to them to secure local infrastructure,

· Spent anywhere in the District rather than being restricted to the area close to a development, and

· Pooled together so that small payments can end up financing significant infrastructure.

1.4 The purpose of this document is to set out the background to Mid Devon District Council’s Charging Schedule for CIL and the detail of the Charging Schedule so that it can be implemented. 

2.0 Background to the Charging Schedule 
2.1 The Charging Schedule is based on evidence which shows:

· what infrastructure is required to support proposed development, 

· how much it will cost to provide that infrastructure, 

· what other funding streams are available to pay for the infrastructure, and 

· how viable will it be for chargeable development to pay the proposed charge.

The evidence supporting the Charging Schedule includes the following:

Mid Devon Local Development Framework

2.2 The Charging Schedule has been drawn up on the basis of the Council’s adopted Local Development Framework documents. These consist of the Core Strategy 2026 which was adopted in July 2007, the Allocations and Infrastructure Development Plan Document (AIDPD) which was adopted in October 2010 and Local Plan part 3 – Development Management Policies (LP3) adopted in October 2013. 

2.3 The Core Strategy sets out the vision and spatial strategy for Mid Devon from 2006 to 2026 which aims to concentrate major development in the main service centres of Tiverton, Cullompton, Crediton and Bampton with limited development in rural areas. Specific visions for the four service centres are set out in policies in the Core Strategy. In total the Strategy proposes the construction of 6,800 dwellings, with 300,000 sq m of employment and 10,000 sq m retail floorspace.

2.4 The AIDPD sets out which areas of land will be developed to meet the District’s housing and employment needs. Major allocations of land for mixed housing and employment development have been made to the east of Tiverton and to the north west of Cullompton. Other smaller sites have also been allocated around the four main service centres. Total housing provision was raised by 10% in the AIDPD to 7,500 with contingency housing sites identified to meet any shortfalls.

2.5 The AIDPD contains a specific policy AL/IN/1 relating to CIL. This sets out the intention to implement the CIL by April 2011 but this was not possible as: further evidence was required to justify the level of the CIL; the new Government had suggested CIL would be abolished and the CIL Regulations were to be amended. The AIDPD also refers to a Supplementary Planning Document (SPD) on Public Open Space (POS) which will be superseded by a Green Infrastructure Plan and its provisions will need to be incorporated into the CIL. Similarly the provisions of the Air Quality SPD will need to be taken into account in the implementation of the CIL. The Meeting Housing Needs SPD is also being revised but it has not been incorporated into the CIL as it deals with the provision of affordable housing which is currently excluded from CIL.

2.6 The final policy document in the Local Plan is Local Plan part 3 - Development Management Policies (LP3) which sets out the detailed planning policies which will be used to determine planning applications. It replaced the remaining parts of the adopted Local Plan for Mid Devon 2006. The Council adopted LP3 in October 2013. 

Mid Devon Infrastructure Plan

2.7 A fundamental part of the evidence to support the CIL is a detailed description of the community infrastructure that is needed to support the development set out in the LDF. Alongside the production of the AIDPD the Council therefore developed an Infrastructure Plan (IP) which was published in October 2009. It sets out

· What infrastructure improvements will support the additional development in Mid Devon, when these are likely to be required and who will provide them,

· What resources will be required for these improvements, and whether these are likely to be available to infrastructure providers, and

· The level of resources that will be sought from development.

2.8 The plan was prepared by consulting the key infrastructure providers on these points and collating/analysing the responses received. The expected delivery phase for each item of infrastructure is defined (short, medium or long term) together with the gap between the cost and the known funding. The total funding gap that will need to be funded from other sources, including the CIL, was defined as £60m. Based on a study of the viability of housing development carried out by outside consultants it was indicated that a CIL charge of around £10,000 per dwelling would be implemented. This was expected to raise a total of £35m from proposed development which would still leave £25m to be found from other sources. 

2.9 The IP was considered as part of the Examination of the AIDPD in April 2010. The Inspectors concluded that the AIDPD was sound and in their report they referred to the costs set out in the IP as being “a realistic estimate of the costs of all the items of strategic infrastructure necessary to the developments proposed in the AIDPD”. The original CIL Regulations came into force during the Examination and the AIDPD was amended to take account of them. As a result of the IP the Inspectors stated that the “the DPD is sound in its approach to the funding of essential infrastructure”.

2.10 Within the IP there were some types of infrastructure where further information was required before detailed provisions could be made. As set out in paragraph 7.2 of the document the Council is committed to preparing a Green Infrastructure Plan. As well as public open space the strategy will take into account other facilities such as allotments and cemeteries. The content of the final Green Infrastructure Plan will need to be taken into account in the Infrastructure Plan and the implementation of CIL. Action to address the regeneration of Mid Devon’s town centres, which is referred to in paragraph 9.23 of the IP, is also underway. The IP will be reviewed as part of the preparation of the new Local Plan which commenced in early 2013.

Affordable Housing Viability Assessment (April 2009)

2.11 This viability study informed the production of the affordable housing policies in the AIDPD. It was prepared by Fordham Research utilising data from autumn 2007 and was published in April 2009. It involved the testing of seven notional sites comprising three greenfield and four brownfield sites ranging in size from one dwelling to 100 dwellings in all four service centres. These were assessed for the impact of three different levels of affordable housing on their viability. 

2.12 Although the assessment was not specifically intended to ascertain the viability of different levels of CIL charging its assessment methodology set out the costs associated with development to ascertain whether development was likely to occur on a range of sites against alternative use values. The costs included the purchase of land, building costs, interest on loans, legal costs, etc. In the case of greenfield sites the alternative use value was agricultural use so the very significant uplift in value to residential land value meant that development would proceed. In the case of brownfield land which was likely to have employment land value the margin was lower but evidence showed that development would proceed on the basis of the then costs despite the lower margin.

2.13 The methodology devised by the consultants was then used by the Council to ascertain what level of CIL could be charged on new dwellings without making development unviable. As set out in Table 11 following paragraph 10.6 six different sites in three different locations were evaluated for their land values against nine different levels of CIL. The Fordham’s Assessment showed that a previously developed site would come forward if its value was higher than £470,000 per hectare. The evaluation showed that the land value was higher than this on all six types of site at a per house contribution of £10,000. Above that level the alternative use value was higher and development would not be viable.

Housing Viability Update and CIL Study (May 2011)

2.14 As the viability data that the 2009 Fordham Assessment used was for 2007 and would be nearly five years old when a Charging Schedule would be implemented the Council decided to commission an update of the 2009 Assessment to determine whether the charge proposed of £10,000 per dwelling would still be viable. Fordhams utilised the same approach as for the 2009 study to ensure compatibility but updated costs and values. Since 2007 it was found that build costs had risen and sales values had fallen. This means that the margin of extra profit over normal profit which could be used to meet the cost of a CIL charge was reduced. This reflects the more challenging set of economic circumstances in the current downturn in the global economy.

2.15 The study found that alternative use values for brownfield land meant that they could not support a CIL charge. However the allocated sites in the AIDPD are greenfield so only a few small or windfall sites would be affected by this inability to support a charge. This means that the charge can be set more towards the levels appropriate to greenfield sites. Also, the very limited information on the land values for employment development in Mid Devon means that actual alternative use values are likely to be lower than those assumed for the study. 

2.16 In relation to greenfield sites the study found that a possible schedule level of £156/sqm would be viable. With the average house floorspace amounting to 88/sqm on actual developments in Mid Devon this could mean a charge of £13,728 per dwelling. The proposed charge of £10,000 per dwelling or £113/sqm was therefore considered to be well within the bounds of viability for greenfield sites.

Non Residential Viability Study

2.17 Originally the Council indicated that non-residential development including industrial and retail development would not be subject to a charge. However this position was not supported by evidence. The Council therefore commissioned Roger Tym & Partners to carry out a study of non-residential viability in Mid Devon. The methodology used was similar to the Fordham study in that it assessed likely land values combined with other costs against likely sale values to determine whether development would be viable if it were subject to a CIL charge. The study used published information as well as information from a local developer and evaluated development in the district.

2.18 The study found that all forms of non-residential development apart from major retail would not be viable if a CIL charge of any level was implemented. After considering the use of a threshold to limit CIL to larger retail developments the Council concluded that the current economic situation did not justify a partial imposition of a CIL charge. However, the viability of development will be re-assessed as a normal part of monitoring the implementation of CIL and should viability increase sufficiently a CIL charge may be levied in the future.

Further Viability Assessment 

2.19 Following the consultation on the preliminary draft charging schedule the Council considered the content of the representations and decided that further viability assessment work was required to deal with queries raised on the evidence base. This was aimed at addressing such concerns as the impact of uplift in land values where development is likely, the impact of abnormal development costs on viability, the impact of other policies on the costs of development, the viability of the strategic development sites and the implications of the CIL charge for the provision of affordable housing. The further studies were undertaken by Roger Tym and Partners in conjunction with Baker Associates. Assumptions on developer profit levels and professional fees were revised as a result of further evidence obtained from local stakeholders. The conclusion was that the Council’s proposed CIL charge of £90 per square metre was viable and still allowed for average affordable housing provision to exceed recent average levels.

3.0 CIL Examination

3.1 As a result of the Examination in November 2012 the Examiner concluded in his report dated 20th February 2013 that the CIL charge should be lowered for new dwellings from the proposed £90 per square metre to £40 per square metre to take account of the need to achieve 35% affordable housing on all housing sites. Apart from residential development the Examiner concluded that no other form of development should be charged CIL.
4.0 CIL Charging Schedule
4.1 The CIL charging schedule is set out as Appendix 1 to these advisory notes.
4.2 CIL can be charged on a variable basis across an area provided there is significant variation in the characteristics of the market for a particular type of development. In relation to housing development the Council’s Housing Needs Assessment 2011 indicated that Mid Devon is a fairly homogenous market without a large town resulting in no great variation in house sale prices across the district. There was therefore no basis for the charge being varied between locations in Mid Devon. A uniform charge is also simpler to understand and administer.

4.3 The setting of the charge at £40 permits a level of flexibility which will allow schemes to deliver 35% affordable housing and still remain viable. However the Regulations themselves recognise that the CIL charge will make some developments unviable. As the housing market recovers however the charge will be a decreasing percentage of the surplus of income over costs for developers. Developers will also no longer have go through complex and lengthy negotiations on every development site thus reducing costs below what they are at present and accelerating the pace of development.

4.4 As required by the regulations the charge will be updated annually to take account of changes in build costs which are a major component in an assessment of viability. This will use a nationally accepted index so that changes are on a uniform basis across councils. Changes to the schedule for other reasons would need it to be re-consulted on and submitted for examination. The Council will monitor the implementation of the CIL and will re-assess its viability to reflect significant changes in economic circumstances. The review of the Local Plan will be an opportunity to revise the CIL charge.

4.5 The CIL regulations provide for full relief from the CIL charge for any part of a development which is social housing. Also, charity landowners benefit from full relief where a development will be used for charitable purposes. Relief can also be made available in exceptional circumstances for other development but only where a Section 106 agreement that has costs greater than the chargeable amount is in place and imposing CIL would render the development unviable.

4.6 The CIL charge can also be paid in instalments through the Council’s instalment policy. A body has also been created to govern the use of income from CIL.

5.0 Next Steps

5.1 As 15% of the CIL will be directed to parish and town councils (25% where a neighbourhood plan is in force) the Council will also consult with communities to determine what their priorities are for infrastructure expenditure with the aim of dovetailing them with the Council’s priorities to ensure that essential infrastructure is delivered. 
5.2 When the CIL is implemented the Council will no longer be able operate contribution arrangements for Public Open Space or Air Quality because the pooling of Section 106 funds is restricted by the CIL Regulations. However the money already collected will remain available to be spent in the relevant catchments and the 15% or 25% of CIL incomes will be available to spend locally in place of the current arrangements.

Appendix 1

Mid Devon District Council

CIL Charging Schedule
The CIL for Mid Devon is £40/sqm for residential development. All other forms of development will not be charged CIL. The CIL charge has been calculated in accordance with The Community Infrastructure Levy Regulations (Regulation 12 (2)(d)) and subsequent amendments. The rate will apply to all new dwellings whether created by new build or conversion. The table below shows the CIL charge by use class:

	Use 
	CIL/m²

	Retail (A1)
	£0

	Financial and Professional (A2)
	£0

	Business (B1) 
	£0

	General Industrial (B2) 
	£0

	Storage or Distribution (B8) 
	£0

	Hotels (C1) 
	£0

	Residential Institutions (C2) 
	£0

	Dwelling houses (C3) 
	£40

	Houses in Multiple Occupation (C4) 
	£0

	Non-residential institutions (D1) 
	£0

	Assembly & Leisure (D2) 
	£0

	Sui generis (SG) 
	£0


The CIL Charging Schedule was issued and approved by the meeting of Mid Devon District Council on 26th February 2014. The CIL Charging Schedule will take effect from 1st June 2014. The Charging Schedule has been issued, approved and published in accordance with The Community Infrastructure Levy Regulations 2010 (Regulation 12 (3)(c)) and The Planning Act 2008.
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