The Introduction of the Community Infrastructure Levy

What is it?

The Community Infrastructure Levy (CIL) provides a fair and transparent means for ensuring that development contributes to the cost of infrastructure required to support development. Community Infrastructure Levy replaces Section 106 Agreements which used to be entered into between developers and the Council and were commonly known as ‘Planning obligations’.
These agreements would be signed alongside the grant of planning permission and would oblige the developer to do certain things in relation to the development or the wider community, for example, building or altering roads or giving or buying land for recreational use to the Council.

The Community Infrastructure Levy came into effect in Shropshire on 1 January 2012 and is being seen by some as a “development tax”. As with all taxes there are exemptions and varying rates to be taken into account.

Overview:

· The CIL is charged as a non-negotiable levy based on a charging schedule setting out a £ per m² rate payable

· It applies to residential extensions of 100 sq. metres (1,076 square foot) or more new build floorspace or to new dwellings

· Exceptions include “affordable dwellings”, or conversions not involving any new build

· Payments are due within 60 days of commencement, but payment by instalments and limited exemptions are allowed (see below).

CIL Levy Rates

The levy rates for different types and locations of development are set out in various charging schedules which have been prepared by local authorities across the Country. To see the Shropshire map please follow this link.

Eligible developments which receive planning consent on or after 1 January 2012 will be charged the following levy:

· £40 per square metre of new residential development in Shrewsbury, the market towns and key centres

· £80 per square metre of new residential development elsewhere

· Nil levy rate for affordable housing

· Nil levy rate for employment-related and other non-residential types of development

CIL Relief

In very limited circumstances, relief may be available from CIL. If you consider that a combination of CIL and the affordable housing contribution will render your development unviable, there is a Viability Assessment Form to assess the viability of the affordable housing contribution. Some developments, however, are not built for profit, for example affordable housing and some business buildings. Types of development that are in general less viable have a nil Levy.

There are, though, other more appropriate ways of obtaining contributions from any developments that are particularly large or have a significant impact, such as planning obligations (section 106 agreements) and these will continue to ensure that contributions are made by developers where appropriate.

Does the Levy go direct to Parish and Town Councils?

Some (but not all) of the Levy will be passed to Parish and Town Councils as a “Neighbourhood Fund”. The Government has published draft CIL Regulations that require a “meaningful proportion” of the CIL receipts from a development to be passed by the CIL Collecting Authority direct to the Town or Parish Council in whose administrative area the development is situated. Until the draft Regulations are finalised in July 2012, we will not be sure what percentage of the CIL receipts will be handed over as “neighbourhood funds”.

The rest of the Levy will be the responsibility of Shropshire Council. In Shropshire a small proportion will be used for strategic infrastructure and the majority will be assigned to local infrastructure. Local infrastructure priorities will be identified in close cooperation with the local Parish or Town Council for the settlement in which the development is situated.

What will the Levy be spent on?

The levy must be used for “supporting development of an area” by “funding the provision, replacement, operation or maintenance of infrastructure”. Infrastructure “includes (a) roads and other transport facilities, (b) flood defences, (c) schools and other educational facilities, (d) medical facilities, (e) sporting and recreational facilities, and (f) open spaces.” The term “includes” means that the definition of what constitutes infrastructure is open-ended.

CIL funding cannot be used to remedy pre-existing deficiencies in infrastructure provision, except to the extent that they will be aggravated by new development. While the levy may only be used by Shropshire Council, as the CIL Charging Authority, for the “provision, replacement, operation or maintenance of infrastructure”, the element of the levy that is passed to Town and Parish Councils as the Neighbourhood Fund may be used for infrastructure or “anything else that is concerned with addressing demands that development places” on their area.

Won’t the Levy increase the cost of housing?

No, it won’t increase house prices because these developers set the sale price of their properties by local property market values, rather than the cost of development. To ensure they do not make a loss, developers usually calculate all the costs of a development, including developer contributions, before they purchase the land in order to ensure they pay a realistic price for the site. Consequently, it is the landowner who ultimately pays for the Levy by way of a reduced land price. The landowner usually gains significantly from the increase in land value following the granting of planning consent and the Levy is a means of ensuring that some of their gain is passed back to the community for local infrastructure.

