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Response to LTGDC Officer Response to issues raised in Consultation, January 2008

8th February 2008
1. This is a response to the document “LTGDC Officer Response to issues raised in Consultation”, dated January 2008, and the subsequent meeting with LTGDC and their consultants on 11th January 2008. Our comments should be read in conjunction with our previous response, which is attached for reference as Annex one. We look forward to discussing with you at our meeting on 13th February. 
2. Critical to facilitating development is providing certainty to developers that infrastructure will be delivered. Developers also need certainty of their s106 liability when permission is granted. Without this certainty, developers will not commit the significant investment needed to bring forward their schemes. This is true for all development, but particularly so in an area in need of substantial infrastructure investment and with a weak market, like the Thames Gateway. The planning obligations strategy, to be effective in facilitating development, must seek to give as much certainty as possible.
3. Summary recommendations
We recommend that:
· Reflecting the emerging thinking on the Community Infrastructure Levy, the LTGDC assesses the public sector investment in infrastructure and apportion the difference between this and the infrastructure cost to development, ensuring that development remains viable;

· The full tariff amount payable is agreed between the applicant and LTGDC on grant of planning permission;
· Applicants can offset the cost of providing infrastructure or other benefits in kind against the tariff;
· That level of tariff applied to a development reflects viability, including other planning costs such as affordable housing and climate change mitigation measures; and

· Options for the deferred charge and floating discount are removed from the strategy on the basis that they increase uncertainty and therefore risk for developers and will serve to deter investment. 

4. We support the LTGDC proposals for staged payments with an initial payment on commencement and the balance on completion of units on a phased basis, recognising cash flow constraints and the need to incentivise development.

5. Recognising the objective to incentive development and ensure permissions are implemented in a reasonable time, it may be appropriate to explore with you the possibility of the use of a long stop date negotiated as part of the application process on a site by site basis by which the agreed level of tariff will be paid, as used in Milton Keynes. If this approach was appropriate in the Gateway it would need to reflect the nature and scale of individual developments. 
Aligning with emerging policy

6. The LTGDC proposed strategy does not conform with existing planning policy, or emerging policy on the Community Infrastructure Levy (CIL). Annex two provides a summary of key elements of the CIL set out in the CLG publication of 24th January which sets out that existing tariffs should adhere to existing policy and take account of emerging policy.

7. The document sets out that Government’s intention for CIL is that:

· CIL provides additional funding for infrastructure and is not the sole source of funding;

· CIL is to unlock and deliver development and needs to be set at a rate that recognises this; 

· CIL is to provide certainty to developers; and

· In setting CIL authorities must take full account of other sources of funding.

8. Circular 05/05 clearly states that planning obligations should not be used to secure betterment and share in the profits of development, which the deferred charge is proposed to do:

“B7 Similarly, planning obligations should never be used purely as a means of securing for the local community a share in the profits of development, i.e. as a means of securing a "betterment levy".
These principles should be reflected in the LTGDC’s strategy.

Setting the tariff

9. Following the presentation on 11th January on the setting of the charge, our concerns remain regarding the methodology behind the calculation of the charge. 
10.  Paragraph 3.7 of the LTGDC revised strategy, states that;
 “LTGDC recognise that the figures of £22,600 and £28,800 are not the only possible starting points. Other infrastructure costs and land acquisition costs could have been added. In principle, all or any part of external funding could also have been deducted.”
11. We recommend that;
· The LTGDC must prepare a comprehensive, costed and prioritised list of the infrastructure needed to deliver development. At our meeting on 11th January you said that the infrastructure list is not comprehensive. Rather than cause unnecessary delay, we suggest that the tariff is set on basis of the current list, which requires prioritisation, and the inventory is reviewed at the earliest opportunity. Prioritisation and the reviewed infrastructure list should be undertaken with stakeholders, including landowners and developers.

· An estimate for available public funding must be made and the tariff must be calculated on the funding gap. It is not acceptable that the LTGDC aim for developers to pay the entire cost of infrastructure provision.
· The level of the tariff applied to individual schemes can be negotiated to reflect viability
· Applicants can offset the cost of providing infrastructure in kind against the charge

· Allowances must be made for other costs such as for climate change mitigation measures, and  affordable housing provision
12. Full regard must be had to the availability of Housing Corporation funding and any consequent impact on affordable housing provision. On long term schemes a cascade mechanism should allow for uncertainty in availability of future grant and any shortfall. 

Delivering infrastructure

13. We welcome your recognition of the importance of developers in prioritising infrastructure. The process for how this happens must be formalised, and subject to consultation.

14. Greater assurance is required from third party infrastructure providers that infrastructure will be delivered within an agreed and reasonable timescale. LTGDC, with no delivery powers and as a short life organisation, is reliant on others to provide crucial infrastructure. 

15. A strategy for delivering infrastructure must be prepared which addresses involving third parties and arrangements to prioritise delivery of specific infrastructure.
16. Recognising this, it is not appropriate for Grampian Conditions to be imposed on planning permissions requiring the delivery of infrastructure before development can take place or be occupied. 

The deferred charge

17. We remain deeply concerned at the inclusion of the deferred charge as an option in the strategy. We object in principle to the concept, which represents an overage charge, to the inclusion of added risk and uncertainty for the developer, and to the basis on which it would be determined, which ignores potential increases in costs following the initial development appraisal. For more detail refer to paragraphs 23 – 35 in our original response. We strongly urge the LTGDC to remove the deferred charge element from the strategy.

The floating discount option
18. Whilst we welcome the LTGDC’s efforts to look for an alternative to the deferred charge, the “floating discount” option - where the developer can opt to pay the charge on completion of units instead of the discounted and deferred charge option – does not address the fundamental issue of risk, and as such we do not support the option. 
19. We look forward to discussing this with you and finding a resolution which supports all our objectives of delivering investment and regeneration in the Thames Gateway.
cc Peter Andrews, Lorraine Baldry, GOL
