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Local Plans Committee 18th January 2006

HM Treasury and Office of the Deputy Prime Minister’s Consultative
Document – Planning Gain Supplement

SYNOPSIS

To recommend to Members a response to the HM Treasury and ODPM Consultation
Document – Planning Gain Supplement

1. Relevant Background Details
HM Treasury and the Office of the Deputy Prime Minister have published a consultation
document setting out their proposals for a Planning Gain Supplement.  This report informs
members of the details of the Planning Gain Supplement proposals and recommends a response
to the consultation document.  The consultation period runs until Monday 27th February 2006.

2. Report
Key Features
The Planning Gain Supplement (PGS) is a new proposed tax on the increase in value of land
once full planning permission has been granted.  It would be payable under a self assessment
regime administered by HM Revenue and Customs, and will be payable on commencement of
development. (PGS would not be implemented before 2008).

Calculation and Payment
PGS will be calculated on the ‘Planning Gain’ – the difference between the value of land with full
planning permission and the value of the land in its current use.  The Government has suggested
that the PGS should capture only a modest proportion of the up lift in value to ensure that there is
no disincentive to develop land.  PGS will be payable on Commencement of Development by the
Developer.

When Planning Gain Supplement will Apply
The PGS will apply to all planning decisions for residential and non residential development apart
from home improvements.  The Government is also looking into how to deal with small scale
residential property and the possibility of excluding smaller development projects, (although the
Government favours a very low threshold).  The rate of PGS will be a single rate for all types of
development.  The Government will consider a lower rate for brown field development.

Section 106 Regime – What will happen
If PGS is introduced Section 106 obligations will be scaled back to include only affordable
housing and matters relevant to the environment of the development site, for example

• On site landscaping

• Open space

• Access road

• On site roads and traffic calming

• Flood defence

• Street lighting
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Section 106 Agreements will therefore not include education and health provisions, community
centres or bus services or other specific project e.g. a railway station for the town.

Allocating Planning Gain Revenues
The Government is committed to a significant portion (although unidentified) of PGS revenues
being recycled to the local level for local priorities.  PGS revenues will be dedicated to financing
additional investment in the local and strategic infrastructure necessary to support growth.  The
Government anticipate that the overwhelming majority of funds will be recycled within the region
from which they were derived.

The Government has put forward two options for allocations,

A.  To distribute PGS revenues to the local level as grants in direct proportion to the revenue 
raised.

B. To recycle revenues to the local levels as grants on the basis of a formula which acts as a
suitable proxy for infrastructure needs, for example the amount of development brought 
forward.

The following are considered the key issues for Corby and the suggested comments in response.

1. The Council have concerns in principle regarding the further centralisation of local
authority roles and responsibilities.  The Council considers that the collection and
expenditure of planning gain arising from new development have been successfully
managed at a local level.  The introduction of tariffs (set and collected at a local level) will
ensure strategic infrastructure can be delivered through the development system in a way
that gives certainty to developers while remaining sensitive to local needs and priorities.

2. The Council have concerns regarding the redistribution of Planning Gain collected under
the Planning Gain Supplement regime.  Despite the scale of need and deprivation in
Corby, the Borough currently constitutes more to the National Exchequer for all forms of
Local Government funding than it receives back from the various distribution formulae e.g.
Business Rates, Housing Subsidy Grant.  We have concerns that the Planning Gain
Supplement maybe distributed to more affluent areas or larger urban areas or to larger
regional or sub regional projects and Borough’s such as Corby will not benefit from the
new regime. Moreover projects which in the recent past have been funded by 106
contributions precisely because they were not projects significant enough to attract
Government funding will now never see the light of day.

3. The Council have concerns over the loss of local discretion over the requirement and
expenditure of Planning Gain arising from any development.

4. The Council is concerned that the Planning Gain Supplement will result in less Planning
Gain being collected from developments than the tariff system (such as in Milton Keynes).

5. The rate of Planning Gain Supplement and redistribution formula should ensure that
marginal brown fields sites can be developed and made viable.

6. The Planning Gain Supplement will inhibit if not prevent local authority use of the 106
regime to enable state aid to be applied to private bodies to fund public development.

7. Perhaps our biggest concern is that the figures in the consultation document do not stack
up.  The document talks of taking a ‘modest proportion’ of the land value gained but in
practice S106 Agreements are levied on dwellings/units or floorspace.  A tariff of £18,500
per house equates to  c £647,500 per hectare of residential development in Milton
Keynes, or c 26% of the total land value assuming an average of c £2.5m per hectare.  A
modest, national Planning Gain Supplement would in no way compensate for this, leaving
a large gap in the funding available for vital service provision such as education and
community services.
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8. The additional costs of collection and administration under a nationally managed formula
would further reduce the monies available for investment.

3. Issues to be taken into account:-
Policy Priorities
The Council’s vision is to double its population by 2030 with a complementary improvement in
infrastructure, jobs and the quality of public service.   Any significant reduction in income from
Planning Gain/S106 Agreements will seriously  inhibit our ability to do so. The provision of
infrastructure is vital in the regeneration and expansion of the Borough.

Sustainability
It is crucial that as the Borough grows it does so in a sustainable way, with the provision of new
housing and jobs accompanied by investment in high quality infrastructure and provision for
transport,  education, health, culture, leisure and sport.

Legal, Best Value, Community Safety, Human Rights,  Equalities - None directly from this
report but are important consideration in the delivery and provision of infrastructure for the
Borough

4. Conclusion
The Government proposal for the Planning Gain Supplement is a major shift in the provision of
infrastructure in association with new development.  The current system of obtaining obligations
under the S106 Agreement Regime have had varied and increasing success.  The proposal for
the Planning Gain Supplements move funds from, going directly to Local Authorities to Central
Government funds.  The Governments does foresee that a significant majority of these funds will
be recycled to the local level.

5. Recommendations
It is recommended that the comments detailed above from the basis of the Borough Council
response to the consultation documents.

Officer to Contact
Emma Granger, Legal Services Manager Tel: 01536 464006

Emma.Granger@Corby.gov.uk


