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Foreword: Hannah Vickers

ACE’s members are involved in the delivery of infrastructure projects
on a variety of scales around the world. Our members work with a
range of local developers and stakeholders all the way up to national
governments to deliver the infrastructure our world needs to maintain
and build new connections.

Council spending is constantly under the microscope and the
pressure to ensure every pound coming out of the public purse

is being spent efficiently weighs heavily on local authorities. The
provision and maintenance of infrastructure by local authorities is a
key service they provide, and ensuring it is funded in the right way is
of critical importance.

The delivery of any infrastructure is dependent on appropriate funding and financing
arrangements being in place, without it, ACE’s members cannot design and deliver the
infrastructure we need. Failing to spend sufficiently on infrastructure risks our society
literally crumbling around us.

If we are not spending on infrastructure, we are not building new schools, failing to
provide housing and restricting our ability to move and travel around. The importance of
infrastructure spending, both on an individual and societal level, cannot be understated.

Appreciating the link between infrastructure investment and those it benefits is key to
realising the full benefit that investment can provide. Long term local planning and timely
investment can help to deliver better value over the whole life of infrastructure assets and
help to ensure we are building with the future in mind.

This is what led us to investigate the effectiveness of the Community Infrastructure Levy
in England and Wales: how successfully are local authorities fulfilling their obligation

to maintain and provide infrastructure and is the Community Infrastructure Levy an
appropriate tool for doing so?

This report details our findings into how local authorities spend the levy and what this
means for, our members, society and those in government and presents the facts as we
have collected them.

The effective delivery of infrastructure is dependent on close collaboration with local
authorities, in conjunction with the appropriate financial backing to provide what is best for
them and for the broader society. The success of infrastructure delivery on a local level is,
in part, dependent on the effectiveness of the Community Infrastructure Levy; ensuring it is
working to its maximum potential is in the interests of all.

Hannah Vickers
Chief Executive Officer,
Association for Consultancy and Engineering



Executive summary

Local authorities in England and Wales have been able to use the Community
Infrastructure Levy (CIL) as a means of paying for local infrastructure development since
legislation was introduced in 2010. The levy was intended to ensure developers were
making a contribution towards either the building of new or the maintenance of existing
infrastructure.

This report focuses on the role of local authorities in collecting and administering the levy
collected as part of local development. As the levy is only collected in England and Wales,
the report does not cover councils in Scotland or Northern Ireland.

ACE submitted a Freedom of Information request (FOI) to all councils in England and Wales
and combined the responses to ascertain how much CIL was being collected as well as
what it was being spent on.

Our investigations revealed that local authorities across England and Wales fail to collect
the levels of CIL that was anticipated when the levy was first introduced and, further to
this, councils were holding back a significant portion of the overall levy that was collected.
The reasons for this may vary, but the impact and potential dangers of this are easy to see.
Failing to spend sufficiently on infrastructure in a smooth and consistent way can have
costly and potentially dangerous consequences.

ACE wants to see a levy that enables local authorities to deliver the infrastructure required
to ensure our society continues to operate and is capable of serving local residents to the
highest possible standard. This is what prompted our investigation into local authority CIL
spending: ensuring the needs of local communities are met and that infrastructure is being
delivered on a local scale.

However, issues with the implementation and collection of the CIL have prevented local
infrastructure needs being met, and without intervention, local infrastructure spending will
continue to fall below the level required to deliver positive outcomes for local residents. To
counter this ACE recommends the UK government:

e Retain S106 as a means of mitigating specific development issues;

e Reassess how the CIL is implemented and charged at an authority and local level;

e |ssue guidance over best practice for CIL spending including developing a transparent
pipeline of work; and

e  Start charging a new property sales levy to replace the CIL over the medium to long
term.







An overview of infrastructure levies
in the UK

There are currently two main taxes linked to the development of infrastructure in the UK. These are:
e The Community Infrastructure Levy; and
e  Section 106 agreements (S106).

Both of these levies only apply currently in England and Wales; Scotland and Northern Ireland both
charge a variation on Section 106 agreements largely serving the same function, these being Section
75 and Section 76 agreements respectively. However, there is no equivalent of the England and Wales
CIL in either Scotland or Northern Ireland. Both the S106 and the CIL are charged to developers, the
logic being that if they were going to be making an impact on a local area’s infrastructure, they should
be contributing towards its maintenance or construction.

The CIL is the government’s preferred way of funding local infrastructure, beyond S106 agreements
in England and Wales. The key difference between the two levies is primarily the scale on which they
aim to deliver infrastructure: CIL is intended to be collected by local authorities to be spent on key
strategic infrastructure projects that deliver benefits across an area. Whilst S106 agreements are
intended to make development proposals agreeable through the mitigation of specific conditions on a
development.

In London, there is an additional Mayoral Community Infrastructure Levy (MCIL1) which is available to
the London Boroughs to charge, in addition to the regular CIL. This was introduced in 2012 to help
finance Crossrail, connecting Reading, Heathrow, through London onwards to Shenfield and Abbey
Wood. A further MCIL2 has been proposed and will be levied from April 2019, subject to examination,
in order to contribute towards the financing of Crossrail 2.

Background into the Community Infrastructure Levy

The CIL was introduced in England in Wales in 2010 with the aim of funding local infrastructure

in @ more transparent, fair and consistent manner, standardising the funding collected and with
the ultimate goal of more joined-up infrastructure spending. The CIL was intended to ensure that
developers would make a contribution towards providing the infrastructure that their development
would require.

Whilst the CIL is a fixed rate charge, determined by the addition of floor space, local authorities can
vary the levy depending on the location or size of a given development, factoring in a small degree of
flexibility.

The levy was intended to fund infrastructure projects ranging from new roads, schools, flood
defences, health facilities and green spaces. These being much larger and strategic projects, S106
would continue to be used for site specific issues that would need further funding to address. It
was hoped that councils would have the oversight to use the CIL on a far broader scale, also with
the ability to pool CIL funding to deliver significant infrastructure upgrades across their region. Its
introduction was intended to initiate a timed phasing out of S106 agreements as local authorities
came to realise the value of CIL.
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Pros Cons
S106 | Negotiable bespoke agreements e Pooling restrictions prevent five or
can be reached more planning obligations being

attached to a development
e (Can be used to mitigate specific
concerns to make a development e  Site specific
agreeable
e Can take along time to negotiate

CIL e Universal and more transparent than | e  Fixed price tariff
S106
e (Can only be spent on identified
e  Standardised approach to developer infrastructure projects
contributions

e Difficult to implement
e (Can be used to fund large
infrastructure projects to support the | ¢  Unresponsive to market conditions
wider area

Whilst the CIL has only been adopted in England and Wales it is not compulsory for authorities to
charge the levy. Currently, of the councils and authorities with planning powers, only 43% of councils
have adopted the CIL. Plotting a map of these councils paints a patchwork picture, with generally
councils and authorities in the North, parts of the Midlands and across Wales not adopting the levy.
For the councils that have adopted the CIL, the results have been mixed. A report by the CIL review
team submitted in October 2016 reported on the success of the CIL at the time. The CIL review team
was set up in November 2015, headed by Liz Peace, to assess the extent to which the CIL does or
can provide an effective mechanism for funding infrastructure. They were tasked with producing a
report assessing the effectiveness of the CIL as well as any recommendations for changes to the levy.

The team found the CIL was not raising as much money as was anticipated prior to its adoption, and
that “the potential role of CIL in meeting infrastructure costs has often been overstated resulting in
unrealistic expectations [...] as to the amount of infrastructure that will be provided.”" Furthermore,
there was no clear pattern for the adoption of the levy across the country with many local authorities
suggesting it was too difficult and costly to implement.

The review team concluded that, while the CIL was never intended to provide all of the funding
required for local infrastructure, issues around the number of exemptions in plans and concerns
with development viability have resulted in CIL not collecting as much money as it could. Patchwork
adoption of the levy, the examination period, and a series of changes to the regulations, although
well intended, have resulted in a charge that is far more complicated than was initially envisaged by
councils and government.
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How much Community Infrastructure Levy
is being spent?

ACE understands the CIL has not functioned as intended. However, in councils where it has been
implemented, large sums of funding have been collected, especially where the scheme has been
in place for a number of years. ACE investigated this further in order to discover how much CIL
money was being spent and what infrastructure had been delivered with this funding.

ACE submitted FOI requests to all councils with planning powers in England and Wales to
determine how much CIL has been collected over the last three and a half years as well as where
and how much of it had been spent to date.? Northern Ireland and Scotland were exempted from
the final analysis as the CIL does not apply in either nation.

The purpose of this investigation was to determine how much CIL was being collected and
whether local infrastructure was actually being delivered. To ascertain this, we asked the
following questions:

Does your Council collect Community Infrastructure Levy?

How much Community Infrastructure Levy was received/collected in pounds (£) by your
Local Authority during the years 2015, 2016 and 2017?

How much in pounds (£) and as a percent (%) of the total Community Infrastructure Levy
collected in that year has been committed to allocated projects in your local authority
area?

How much in pounds (£) and percent (%) of the Community Infrastructure Levy has been
spent on allocated projects in your local authority area?

Please give a breakdown of the projects CIL money has been spent within your Authority
during 2015, 2016, and 2017?

How much CIL money is currently sitting in reserves (or any other budgetary category)
unallocated to projects within each year?

The responses to the FOI requests were collated by ACE and our initial analysis told us three
things:

The majority of Councils do not charge the CIL despite the legislation being introduced
over seven years ago;

Over £1.1 billion has been collected in CIL between 149 councils since the start of 2014;
and

Of this total, £431 million has not been spent and is currently sitting in council reserves.
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Slow adoption of the levy

It has been over seven years since the CIL was introduced, giving councils in England and Wales
a tool to help fund infrastructure projects in their area. Despite this, only 149 from a possible
348 councils and unitary authorities are currently charging the levy, meaning the majority still

rely on S106 agreements to fund infrastructure development in their areas. There are numerous
councils looking to introduce the levy, with these discussions at various stages. Some councils
are midway through the adoption process, determining charging schedules and consulting within
their area. Other authorities have found their implementation process has stalled with some of
the initial groundwork for CIL implementation having been completed. However, for a number of
reasons, these discussions have been discontinued or postponed indefinitely.

The original aim of the CIL was to standardise the way in which contributions towards
infrastructure within communities was paid for. Instead it has resulted in an increasingly
complicated system of contributions where some areas rely solely on S106 with others employing
S106 and CIL in addition. The result is the means of contributing towards infrastructure have
become more diluted and complex, where the initial aim was, in fact, the opposite.

The primary reasons given by local authorities for not implementing the CIL are a lack of
viability and the prioritisation of affordable housing provision over infrastructure.® It is obviously
concerning that local authorities cannot see the value in implementing the CIL, even over a long
period of time, and this in itself is a telling sign of the legislation’s effectiveness.

Over £1.1 billion raised, only 59% spent

In the 149 councils where CIL has been adopted, over the period from the beginning of 2014 to
July 2018, £1,108,438,007.68 of CIL money was received by local councils and authorities.

Of this, £431,747,457.68 has gone unspent over the past three and a half years and is currently
sitting in council reserves. This represents dozens of new road widening schemes, station
upgrades, schools, doctors surgeries or green infrastructure improvements not being built that
local communities would benefit from.

When split across councils collecting the CIL, the average amount of money unspent per
council is £2.8 million. On a local council or authority level, this is a significant amount for the
development of infrastructure.

Given that less than half of councils and authorities in England and Wales charge CIL, and that of
these only 60% of CIL is actually spent, it is clear the CIL is not delivering nearly enough funding
for infrastructure in England and Wales. It is imperative the levy is reassessed to ensure councils
can raise the necessary infrastructure funding required. Reasons for low uptake of the CIL vary,
but broadly it is felt that implementing the levy is too difficult and resource consuming for local
authorities. Furthermore, it is likely that most councils realise that the cost of setting up the levy
would be greater than the sum of the funds received and, as a result, have been dissuaded from
adopting the CIL.
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A yearly breakdown shows that the total amount of CIL collected since 2014 has increased
year-on-year, nearly doubling in the most recent period. This is likely a result of the number of
authorities implementing CIL rising, as well as existing CIL schemes maturing and reaching full
implementation. As a result, more and more CIL income has been raised by local authorities.

Understanding local authority future spending proved to be difficult with the majority of councils
failing to provide an answer as to how much CIL was committed to particular projects,
specifically questions three and five of our FOI request. Therefore, it is difficult to reach a firm
conclusion as to whether local authorities across England and Wales were strategically holding
back funding for allocation at a later time. Ensuring transparency around a future programme of
works would help also help to improve public appreciation of what the levy does and the benefits
being delivered as a result.

The second and more alarming observation is that whilst more CIL was collected in total in 2017,
the total amount which was actually spent was less than in 2016, and, furthermore, the amount
spent as a percentage of what was collected also decreased. This indicates that whilst councils
are collecting more CIL, the amount of it actually being spent on projects has fallen. If this trend
were to continue, even for two or three years, there would be a shortage of funding for key local
infrastructure projects.
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Regional breakdown

The following table shows regional and city breakdowns of the amount of CIL collected, the amount
unspent and what that is as a percentage of what was collected in a given region or area:

Region*

Total collected:

2014 - July 2018

Total unspent:
2014 - July 2018

As a percentage of total
collected:

East Midlands £8,366,297.41 £8,638,086.70 103%°
East of England £31,926,051.49 £27,205,009.64 85%
Greater London £301,388,311.76 £184,784,773.61 61%
Greater Manchester £2,193,004.23 £2,082,614.96 95%
North East £309,845.00 £309,845.00 100%°
North West £17,042,025.95 £9,343,501.84 55%
South East £122,162,508.71 £95,100,917.05 78%
South West £125,018,505.47 £95,929,507.75 77%
Wales £11,630,798.03 £8,510,504.99 73%
West Midlands £18,610,255.90 £17,753,449.80 95%
Yorkshire and Humberside £7,5642,722.49 £3,475,405.68 46%

iz 2014 - July 2018 2014 - July 2018 collected:
Birmingham £1,630,600.75 £1,630,600.75 100%
Bristol £10,991,087.45 £3,119,530.23 28%
Leeds £2,218,347.25 £0.00 0%7
Newcastle £309,845.00 £309,845.00 100%
Norwich? £1,719,973.00 £264,823.00 15%
Oxford £5,721,119.00 £3,161,795.00 55%
Plymouth £9,104,045.43 £6,321,146.58 69%
Portsmouth £10,121,319.00 £8,270,180.00 82%
Southampton £11,312,621.09 £3,502,669.00 31%

Total collected:

Total unspent:

As a percentage of total

Scrapping the Levy - An analysis of council infrastructure spending
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The table reveals several striking observations: 43% of unspent CIL is sitting in London, but as a
portion of CIL collected, the London boroughs are by no means the worst offenders in terms of not
spending the levy. Councils in both the East and West Midlands are holding back significant amounts
of infrastructure spending.

It is noticeable the largest concentrations of CIL are in the South of England followed by the Midlands
regions with the lowest concentration of CIL money found in the North of England. The difference in
population accounts for some of this, however it underlines a significant regional disparity in terms of
localised infrastructure spend with the majority of the funds from the levy being clustered in the South
of England.

What is CIL spent on?

The CIL is broken down into three parts: 80% of CIL breakdown:
the levy is retained by the council for spending on
strategic infrastructure projects, 15% of it is handed
to neighbourhood parishes and the remaining 5% is
retained for administration costs.

Our investigations reveal that whilst 5% of funds

collected should be spent on administration, only 1% of

the total CIL collected was actually spent to cover this. 1
This amounts to £9,237,109 spent on administration for

the CIL.

There were a concerning number of local authorities who
were collecting the levy and not spending it, whilst also
spending money associated with administration fees.

Conversely, there were a number of other councils who

are not charging administration fees despite collecting 40% Unspent

the levy and not spending it. This highlights that councils B 59% Spent on projects
are not fully aware of how this portion of the levy is B 1% Spent on administration
meant to be spent.

Specific projects the CIL is used for can vary wildly, ranging from strategic million-pound capital
finance projects, down to smaller amounts for local schemes. Wycombe district council have spent
£450,000 on creating secondary school places over the course of this year, with the same amount
again planned for next year, all funded through the CIL. Redbridge council used the CIL to purchase
an £800 boat as part of a pond conservation programme.

Reform and other alternatives

The research conducted by ACE into CIL spending highlights the ineffective nature of the CIL. It
also highlights a worrying trend amongst local and unitary authorities of an underspend on local
infrastructure. There are very few councils spending the full amount of levy they collect.

Whilst this is certainly disappointing, councils and authorities are not necessarily to blame for holding
on to funds, especially when budgets are tight. It does mean infrastructure spending is not where

it should be, and this represents a significant problem for our society. Without sufficient spending,
especially on a local level, the infrastructure that people rely on daily starts to fail: more potholes
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appear in local roads, classrooms become more crowded and waiting times at doctors’ surgeries
grow longer and longer. These are the realities of declining infrastructure spending, however, due
to the timescales we have been looking at, and the life of infrastructure assets, it can be difficult to
appreciate the full scale of the problem until it reaches a crisis point.

The government need to reassess how CIL is charged and implemented. There are several degrees
of reform previously suggested by the CIL review team that would help to shape the levy into a more
robust means of infrastructure funding.

ACE, however, advocates replacing the CIL with a property sales levy in the medium to long term.
Property owners benefit hugely from improvements to infrastructure in their area through increased
property values. Those that benefit the most from these projects should also be expected to make
a contribution towards them. This would take the form of a Property Transfer Tax as is currently
implemented in the state of New York. A 1% tax is applied on the sale of a property if it is worth

less than $500,000, and a 1.425% tax if the value is more. ACE estimates that this tax could raise
an additional £2.16 billion per annum on the sale of housing across England, based on the average
house prices of regions in 2017 and using the same threshold as New York.® The levy would
represent an ongoing revenue stream for local authorities, which could potentially yield up £62 billion
in long-term bonds based on our estimates for this levy.

Whilst stamp duty is currently charged in the UK, its purpose is not necessarily to cover the costs of
developing infrastructure around development, but rather to cover the transaction costs associated
when purchasing a property. Furthermore, stamp duty, in its current form, fails to capture the value
added by infrastructure to a property’s value. While discussions around land value uplift focus on the
need to harness the extra value generated by development to fund additional infrastructure needs,
ACE believes both stamp duty and the CIL taken together are incapable of capturing this uplift.

A property sales levy could vary on different bandings based on value, location or proximity to
important infrastructure. Due to the fact that infrastructure costs do not have a direct correlation with
land value, revenue from a property sales levy should be collected by HM Revenue and Customs
and distributed equitably, based on population density, or by local authorities. This would provide

an ongoing revenue source for local authorities to borrow against and would be a significant benefit
in ensuring timely expenditure. The levy would not replace S106 agreements as these would still be
required to mitigate any immediate impacts coming from any development. It would also need to
include protections for circumstances where properties have declined in in value, compared to their
purchase price.

Recommendations:

Following our investigation, ACE makes the following recommendations to the UK government:
e Retain S106 as a means of mitigating specific development issues;
e Reassess how the CIL is implemented and charged at an authority and local level;

e Issue guidance over best practice for CIL spending including developing a transparent pipeline of
work; and

e  Start charging a new property sales levy to replace the CIL over the medium to long term.
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Appendix B

The FOI request we submitted was a standardised template following the six questions as set out
on page five of this report.

However, the data we received from different councils did not always come back in a format

that was broken down on an annual basis, some councils provided no response at all and other
councils directed us to their annual CIL reports. These annual reports did not always contain the
information as we were aiming to present it, and therefore the information presented in this report
is a reflection of the response to our FOI request as well as our own analysis of council reports.
As such there may be gaps in the data set presented. We have tried to standardise and present
this data as clearly and consistently as possible.

In some instances, this has resulted in the total figure sitting in reserve being greater than the
amount collected. This is due to local authorities including money in their final accounts of
reserve CIL not captured in the original terms of the FOI request or local authorities only being
able to provide a cumulative total of reserve CIL money.

* Some councils, at the time the FOI request was received, had implemented a CIL programme  but had yet to collect any money
as part of the scheme. This is the reason why some councils in the above table return a ‘Yes’ response whilst also showing
£0.00 collected and spent.

T This council did not provide or have the data available.

* Represents this council provided a cumulative total.

Endnotes

1 A New Approach to Developer Contributions, The CIL review team

2 London boroughs were included in our investigation as many of them have implemented borough CILs. Our figures do not
consider the amount of Mayoral Community Infrastructure Levy charged over this period.

3 The value, impact and delivery of the Community Infrastructure Levy, Department for Communities and Local Government

4 Liverpool was excluded from this table as none of the councils on Merseyside collect the CIL.

5 Due to the nature of local authority reporting and responses to the FOI requests submitted, the data returned in this instance
exceeds the total collected.

6 Total held solely by Newcastle-upon-Tyne City Council.

7 Total collected includes values collected for this year. Some of this is yet to be confirmed as spent or in reserves.

8 Norwich City Council pool their CIL as part of the Greater Norwich Growth Programme. A total of £1,388,188 was sent to the
programme from NCC.

9 Based on ONS residential property sales for subnational geographies dataset (year ending September 2017) and the HM Land
Registry’s UK house price index summary (April 2018): average house price in London in 2018 is £484,584 with 91,318
properties sold; average house price in the North East in 2018 is £130,489 with 36,932 properties sold; average house price
in the North West in 2018 is £155,868 with 109,666 properties sold; average house price in Yorkshire and Humber in 2018
is £158,545 with 80,821 properties sold; average house price in the East Midlands in 2018 is £186,480 with 77,767 properties
sold; average house price in the West Midlands in 2018 is £192,090 with 82,060 properties sold; average house price in the
East of England in 2018 is £286,447 with 99,546 properties sold; average house price in the South East in 2018 is £324,530
with 146,512 properties sold; and, average house price in the South West in 2018 is £255,207 with 101,479 properties sold.

Scrapping the Levy | 38



About ACE

As the leading business association in the sector, ACE represents the interests of professional
consultancy and engineering companies, large and small, in the UK. Many of our member companies
have gained international recognition and acclaim and employ over 250,000 staff worldwide.

ACE members are at the heart of delivering, maintaining and upgrading our buildings, structures
and infrastructure. They provide specialist services to a diverse range of sectors including water,
transportation, housing and energy.

The ACE membership acts as the bridge between consultants, engineers and the wider construction
sector who make an estimated contribution of £15bn to the nation’s economy with the wider
construction market contributing a further £90bn.

ACE’s powerful representation and lobbying to governments, major clients, the media and other key
stakeholders, enables it to promote the critical contribution that engineers and consultants make to
the nation’s developing infrastructure.

Through our publications, market intelligence, events and networking, business guidance and
personal contact, we provide a cohesive approach and direction for our members and the wider
industry. In recognising the dynamics of our industry, we support and encourage our members in all
aspects of their business, helping them to optimise performance and embrace opportunity.

Our fundamental purposes are to promote the worth of our industry and to give voice to our
members. We do so with passion and vision, support and commitment, integrity and professionalism.

Further information
For further details on this report, please contact:

ACE

Julian Francis

Director of Policy and External Affairs
jfrancis@acenet.co.uk

020 7222 1894

www.acenet.co.uk

Disclaimer

This document was produced by ACE and is provided for informative purposes only. The contents are general in nature and
therefore should not be applied to the specific circumstances of individuals. Whilst we undertake every effort to ensure that the
information within this document is complete and up to date, it should not be relied upon as the basis for investment, commercial,
professional or legal decisions.

ACE accepts no liability in respect to any direct, implied, statutory, and/or consequential loss arising from the use of this document
or its contents.

No part of this report may be copied either in whole or in part without the express permission in writing of the Association for
Consultancy and Engineering.

© Association for Consultancy and Engineering, 2018.

39| Scrapping the Levy






Association for Consultancy and Engineering
Alliance House, 12 Caxton Street

London SW1H 0QL

T: 020 7222 6557

consult@acenet.co.uk

www.acenet.co.uk

consultancy engineering business environment



