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EAST HAMPSHIRE DISTRICT COUNCIL

DEVELOPMENT POLICY AND 
AFFORDABLE HOUSING PANEL

    19 JULY 2017

COMMUNITY INFRASTRUCTURE LEVY SPENDING PROTOCOL 
OPTIONS
Report by Planning Policy

FOR DECISION

Portfolio: Planning – Cllr Angela Glass 

Key Decision: Yes

1.0 Purpose of Report 

1.1 The purpose of this report is to present to Councillors with a number of options to 
guide decisions on the spending of funds collected through the Community 
Infrastructure Levy (CIL), ensuring decisions are transparent and that funds are 
spent on identified projects in an efficient and timely manner.

1.2 The report makes a recommendation on the amount of funding that could be 
used to administer the collection, monitoring and reporting of the CIL, in 
accordance with the CIL Regulations.

2.0 Recommendation 

2.1 It is recommended that the Panel notes the content of this report and recommend 
it for consideration at Cabinet Briefing prior to a targeted consultation with 
infrastructure providers being taken. 

 
3.0 Summary 

3.1 This report and accompanying Appendix set out some background information 
on how CIL has operated since coming into effect on the 8th April 2016, including 
how much funding was generated from CIL in the financial year 2016/17. 

3.2 This report summarises the amount of CIL funding that the Council can use for 
the administration of the scheme, the proportion to be allocated to Parish 
Councils and some options for how to allocate the remaining CIL revenue. The 
report goes on to recommend a preferred option to be considered at Cabinet 
Briefing prior to infrastructure providers being consulted on this option. 
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4.0 Subject of Report 

Background 

4.1 On 25 February 2016, the Council adopted the Community Infrastructure Levy 
(CIL) Charging Schedule, setting out the charges that apply per square metre 
(sq.m.) of new gross internal floorspace within the district outside of the South 
Downs National Park (SDNP). 

4.2 When the CIL Charging Schedule was being prepared it was estimated that 
during the period of the Local Plan to 2028 the CIL could generate in the region 
of £9 million from residential development and in the region of £2 million from 
retail development. Although there is substantial development in the pipeline, of 
the 3,800 dwellings expected over the five-year period from 1 April 2015, a 
considerable proportion will not be liable for CIL due to planning permissions 
granted prior to 8 April 2016, or being within the Whitehill & Bordon zero rated 
Regeneration Project Zone. 

4.3 During the first few months since CIL came into force many of the new 
developments permitted were self-build housing projects and therefore exempt 
from liability. There were 28 Demand Notices with a total value of £526,614.45 
issued during 2016/17; however, relief was granted amounting to £310,330.20. A 
total of £91,493.70 had been collected by the end of 2016/17. Therefore, whilst it 
may be estimated that the CIL could generate up to £1,000,000 per year, initially 
CIL receipts will take some time to accrue.

4.4 It should be noted that the future build-up of CIL receipts may also be affected by 
any changes to the CIL / S106 regime that may be implemented by the 
Government following the independent review that was published on 7 February 
20171. This recommends that the Government should replace the CIL with a 
hybrid system of a broad and low level Local Infrastructure Tariff for small 
developments (10 units or less) and Section 106 for larger developments 
(schemes of more than 10 dwellings). However, Ministers have yet to respond to 
these recommendations.

4.5 Local authorities must spend the levy on the provision, improvement, 
replacement, operation or maintenance of infrastructure to support the 
development of their area. The infrastructure needs associated with the 
development proposed in the East Hampshire District Local Plan are set out in 
the Infrastructure Delivery Plan (IDP). This will therefore be an important 
reference document when identifying infrastructure priorities. The IDP identifies 
those items of infrastructure that are considered to be ‘critical’ or ‘important’ by 
way of prioritisation. Whilst not all items have been assigned priority categories 
the IDP will help to distinguish which projects are critical to enabling development 

1 A New Approach to Developer Contributions – A Report by the CIL Review Team submitted October 2016
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and those that will mitigate the effects of the development, compared to those 
that are important to deliver place making.

4.6 The Council has published a Regulation 123 (R.123) List that also came into 
effect on 8 April 2016. The R.123 List sets out the types of infrastructure or 
projects that the council may fund in whole, or part, through the CIL. 

Administering CIL

4.7 The CIL Regulations recognise that setting up and administering the CIL is both 
complex and time consuming and they allow for up to 5% of CIL receipts to be 
used to cover the costs incurred, including preparing the charging schedule, 
administering the payment systems, monitoring and reporting, also enforcement 
against non-payment.

The Neighbourhood Portion 

4.8 The CIL Regulations include a duty to pass a specified proportion of CIL (the 
“neighbourhood portion”) to town / parish councils. Where all or part of a 
chargeable development is within an area that has a Neighbourhood Plan in 
place the Council must pass 25% of the relevant CIL receipts to the relevant 
parish/town council for that area. There are currently three ‘made’  
Neighbourhood Plans in the district (outside of the SDNP) for Alton, Bentley, and 
Medstead and Four Marks. Where a Neighbourhood Plan is not in place, the 
amount paid to the parish/town council is reduced to 15% of the relevant CIL 
receipts, capped at £100 per existing council tax dwelling.

4.9 The neighbourhood portion of the levy can be spent on a wider range of things 
than the rest of the levy, provided that it meets the requirement to support the 
development of the area. The wider definition means that the neighbourhood 
portion can be spent on things other than infrastructure. For example, it could be 
used to fund affordable housing where it would support the development of the 
area by ‘addressing the demands that development places on the area’.

4.10 In accordance with the CIL Regulations the Council will make payments to 
parish/town councils twice per yearly as set out below: 

 Funds collected 1 April – 30 Sept, to be paid by 28th October.
 Funds collected 1 Oct – 31 March, to be paid by 28th April.

4.11 However, the Council is willing to come to an agreement with parish/town 
councils on when CIL funds are passed to the parish/town council.

Prioritising the remaining CIL funding 
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4.12 As noted above, the Council is able to extract up to 5% for administrative costs 
and the 15% or 25% Parish portion leaves 70% to 80% to be allocated. A 
process for spending the remaining CIL funding received is therefore required.  

4.13 A report to the Cabinet on 17 December 2015 indicated that work would 
commence on a draft spending protocol that would establish a mechanism for 
agreeing infrastructure priorities taking into account other sources of funding, the 
likely phasing of development and the lead in times to ensure timely delivery.

4.14 It is considered that there are four potential options that the Council could utilise 
for allocating the remaining CIL funding to support the delivery of infrastructure in 
East Hampshire. These are summarised below:

Option 1 : Proportion of funds to HCC and remainder capital funds on priority 
projects

4.15 This option proposes to allocate a proportion of the levy (for example 25%) to 
Hampshire County Council with the remainder allocated as with Capital funds on 
priority projects. 

4.16 This option has been presented as there are a wide range of infrastructure 
schemes identified in East Hampshire Infrastructure Delivery Plan (April 2015) 
and the vast majority are transport projects, which are the responsibility of 
Hampshire County Council (HCC). Many items are already prioritised, including 
those considered “essential” to enable development to proceed. These are 
divided into “critical” and “important”. The projects prioritised as “critical”, and 
where a funding gap remains, are detailed below:

Category Location Project Funding Gap
Schools Alton Wootey Infant and Junior – 

210 primary places
£4.1m

Schools Liphook Liphook Infant and Junior – 
210 primary places

£4.325m

Social Alton Alton Sports Centre £14m

4.17 The East Hampshire summary ‘dashboard’ produced by Hampshire County 
Council indicates that the estimated total costs are highest for the schools (over 
£62m) but that the funding shortfall is greatest for strategic transport schemes 
(£53m compared with £14.8m for schools).

4.18 Given the levels of funding required by HCC and the shortfall involved, and that 
prior to the introduction of the CIL contributions were collected through S.106 
planning obligations (in line with HCC’s Transport and Education Contributions 
Policies) it may be appropriate to allocate an amount to HCC to spend on such 
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projects within East Hampshire. This could be through a set proportion, for 
example Winchester City Council allocates 25% to HCC with the proviso that it 
be spent on Regulation 123 List items within the District. It should be noted that 
the current EHDC Regulation 123 List only sets out the types of infrastructure 
and does not list specific schemes. 

4.19 If a proportion is passed to HCC, then a method for allocating the remainder is 
needed. In which case the allocation of CIL funds could be an annual process, 
tied to the council’s financial planning and budget setting and based on funds 
available at the end of the preceding financial year. The process could also 
include a review of the EHDC Regulation 123 List, if required.

4.20 As it may take some time to build up CIL funds, if the priority is towards the 
higher cost items the decision may simply be to carry forward funds to future 
years. In any case, it may be prudent for a proportion of funds to remain 
uncommitted to deliver projects in future years and allow flexibility should 
additional opportunities arise that are time critical.

4.21 The key drivers for determining which schemes should go ahead would be 
broadly the same as those for any proposed capital funding scheme. 

4.22 If such a process were to be agreed, an indicative timetable for the key 
procedural stages is outlined below:

Month Action
April Available CIL funds determined for next financial year with 

predictions for years 2 and 3.
June Officers prepare draft rolling 3-year programme of projects to be 

funded comprising topic areas and specific schemes from the R. 
123 List and the IDP.

July Cabinet approval of 3-year programme including funding for 
schemes in year 1. This would be reviewed by Cabinet against 
delivery and priorities as part of budget process annually, so that 
an approved 3-year programme is always current. 

July / 
October

Programme update included in draft Medium Term Financial 
Strategy and Capital Strategy.

October / 
January 

Consideration of draft budget documents.

February Final Budget setting by Council.

4.23 It is important to note that a range of options exist with regard to the practicalities 
leading to decision making. For example:
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 EHDC Budget Managers could identify priorities from the IDP and R.123 List 
against progress on implementing the Local Plan and make recommendations 
to Cabinet.

 A Member Working Party could be appointed, or use the Capital Appraisal 
Panel, to consider the business case for projects or bids and to make 
recommendations to the Cabinet.

 The Capital Appraisal Panel could consider the business case for projects or 
bids and to make recommendations to the Cabinet.

Option 2: Introduce a bidding system 

4.24 Under this system no fixed proportion would be passed to Hampshire County 
Council but their services could submit bids, alongside EHDC services and other 
infrastructure providers (e.g.  the Environment Agency), and also the parish and 
town councils, before allocation decisions are made. 

4.25 Havant Borough Council uses a bidding system to allocate its CIL. The process 
includes service and infrastructure providers being invited to submit draft 
proposals and a draft spending programme being prepared in the light of 
available funds for agreement by the Cabinet and final decision by Council. East 
Hampshire’s parish and town councils will already be familiar with such a process 
as funding is allocated twice yearly from the Cabinet Approved Community Grant 
following bidding rounds.

4.26 If a process of bidding is adopted, then conditions and a timetable for the 
consideration of the bids would also need to be set out. The key drivers for 
determining which schemes should go ahead would be broadly the same as 
those for any proposed capital funding. The Protocol should thus include the 
basis for identifying priorities (see Prioritisation Criteria in paragraph 4.35 below) 
and determining which bids or schemes are recommended for funding.

4.27 When considering the allocation of funds confidence is needed that funds would 
be spent in the year for which they’re being programmed. Programmes should 
therefore: 

 Be underpinned by an ability to deliver projects, including identification of the 
necessary human resources and an outline project plan. 

 Specify which body  would take responsibility for ongoing maintenance.
 Be supported by an indication of what consultation has already taken place 

and/or which is proposed, together with any relevant stakeholder support. 

4.28 If an annual bidding process were to be agreed, an indicative timetable for the 
key procedural stages is outlined below:
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Month Action
April Available CIL funds determined for next financial year
June Service and Infrastructure Providers invited to submit their 

programmes.
July Submission of bids from Service and Infrastructure Providers 

invited to submit their programmes.

August / 
September

Assessment of proposals and prepare summary report.

October / 
November

Liaison with Bidders.
Preparation of draft Spending Programme (Cabinet Report).

December Finalise draft Spending Programme (Cabinet Report).
January Cabinet report published.
January/
February

Cabinet considers Spending Programme and recommends to 
Council.

February/
March

Council agrees Spending Programme for following financial year.

Option 3: Ring fence large receipts to projects to benefit the development

4.29 An alternative approach is to ring fence large receipts (e.g. £0.5m or £1m) to 
projects related specifically to benefit the development where larger 
developments are concerned, for example where the CIL receipt from a single 
development exceeds £0.5m or even £1m. 

4.30 It could be that the amount collected (after the neighbourhood portion and admin 
percentage is deducted) is ring fenced to fund projects that benefit the 
development as well as the wider district. This could be done in order to provide 
developers and infrastructure providers with more certainty regarding the delivery 
of key infrastructure needed to support development. 

4.31 However a system would still need to be devised to allocate receipts from smaller 
developments. It is noteworthy that as so much large scale development was 
permitted prior to the introduction of CIL in East Hampshire, it is mainly the single 
dwellings and one for one replacements that have fallen CIL liable to date and 
that such schemes are able to, and have claimed, CIL self-build relief.

Option 4: Fixed formula and allocations based on consultees’ advice 

4.32 A final option is that minor scheme receipts are allocated to a fixed formula and 
major scheme allocations based on consultees’ advice on individual planning 
applications. This approach reflects the recommendations of the Government 
appointed CIL Review Team in its report2 and is as follows:

2 A New Approach to Developer Contributions – A Report by the CIL Review Team submitted October 2016
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 Minor schemes3 (10 or fewer dwellings or up to 999m2 retail floorspace) 
receipts allocated according to a fixed formula, for example one third each to 
highways (HCC Highways), education (HCC Children’s Services) and EHDC 
Community Grant Fund for allocation to Town and Parish Councils; and

 Major schemes (over 10 dwellings or 1,000m2+ retail floorspace) receipts 
allocated in accordance with consultees’ advice on financial contributions to 
mitigate the effects of the development under consideration, calculated at the 
time of the planning application and set out in the Planning Committee or 
Delegated Authority Decision Report.

4.33 Consideration could be given to working with the parish and town councils to 
explore ways in which transferred funds from the neighbourhood portion could be 
maximised and used as efficiently as possible, e.g.by pooling parish/town and 
District funds to finance joint infrastructure schemes.

Comparing the Options 

4.34 Table 1 below summarises the strengths and weaknesses of each of the four 
options detailed above. 
Table 1 – SWOT analysis of the four options for allocating CIL

Strengths Weaknesses
Option 1: Allocate a proportion to HCC and remainder allocated as 
with Capital funds on priority projects
 HCC guaranteed to receive a 

share. 

 EHDC services well placed to 
apply for funding alongside bids 
to Capital funds.

 Greater flexibility for funds to be 
considered and combined with 
other resources in decision 
making.

 Can allocate all funds or save 
some for future years.

 Funds can be used anywhere in 
the district.

 No extra funding available for 
Parishes.

 Potentially less transparent.

3 Not same as definition of major (10+ dwellings) and minor (<10 dwellings) in planning regulations.
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Table 1 – SWOT analysis of the four options for allocating CIL

Strengths Weaknesses
Option 2: Bidding system
 A set annual process all potential 

bidders can be aware of.

 HCC and EHDC services, 
parish/town councils and other 
infrastructure providers have 
equal opportunity to bid for funds.

 Could save some funds for future 
years.

 Funds can be used anywhere in 
the district.

 An additional procedure to 
administer annually with 
consequent further pressure on 
human resources.

Option 3: Ring fence large receipts (£0.5m or £1m) to projects related 
specifically to benefit the development.
 Provides developers and 

infrastructure providers with more 
certainty regarding the delivery of 
key infrastructure needed to 
support development.

 Individual scheme receipts have 
not reached anywhere near such 
levels to date.

 Still need to devise a system to 
allocate receipts from smaller 
developments.

Option 4: Minor scheme receipts allocated to a fixed formula and 
major scheme allocations based on consultees’ advice on individual 
planning applications.
 Receipts for schemes of 10+ 

dwellings to be applied directly to 
mitigating the impact of that 
development.

 For schemes of 10+ HCC and 
other consultees can request 
requirements as development 
proposals come forward through 
the planning application process.

 Fixed formula approach to 
contirbutions from minor schemes 
simple and transparent.

 Minimises changes required to 

 Decisions made by Planning 
Committee and delegated officers 
rather than the Cabinet.

 Services or infrastructure 
providers could miss out if not 
consulted on every major planning 
application.

 EHDC services (such as leisure) 
could miss out on a share from 
minior schemes.
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Table 1 – SWOT analysis of the four options for allocating CIL

Strengths Weaknesses
allocation process if Government 
accepts the CIL Review Team’s 
recommendations.

Prioritisation Criteria 

4.35 Selecting the most appropriate detailed prioritisation criteria will depend on the 
option chosen, but could include any of the following requirements for a project to 
meet:

 Funds to be targeted so that they address identified infrastructure priorities 
and address the impacts of development.

 Contribute to the delivery of key development sites in the district as set out in 
the Local Plan.

 Included in the Regulation 123 List; although the EHDC R123 List only sets 
out the types of infrastructure and does not list specific schemes.

 Included in the Infrastructure Delivery Plan. The IDP identifies those items of 
infrastructure that are considered to be ‘critical’ or ‘important’ by way of 
prioritisation. 

 Contribute towards the delivery of infrastructure by a provider (including the 
County Council) where it can be satisfactorily demonstrated that the 
infrastructure would not otherwise be delivered, i.e. that all other possible 
funding sources are insufficient.

 Lever in other funds that would not otherwise be available, e.g. needed to 
match or draw grant funding.

 Offer wider as well as local benefits.

 Address a specific impact of new development beyond that which has been 
secured through a S.106 obligation or S.278 agreement.

 Giving priority to larger more difficult to achieve items which require 
substantial funding as smaller local interest projects should be addressed 
though the parish/town council portion of the levy. 

 Opportunities for joint funding of schemes be considered where these reflect 
shared priorities e.g. transport, education, health, cultural, sporting and 
recreational, and could attract additional sources of funding. This includes 
working with HCC and it may be appropriate to explore ways in which 
transferred funds from the neighbourhood portion  could be combined by 
pooling parish/town and District funds to finance joint infrastructure schemes.
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Recommended Option 

4.36 From the four options detailed above, it is recommended that ‘Option 4: Minor 
scheme receipts allocated to a fixed formula and major scheme allocations based 
on consultees’ advice on individual planning applications’ should form the basis 
of the Council’s CIL Spending Protocol. Therefore the benefit of selecting this 
option is that the spending protocol will be closely aligned to the Governments 
CIL Review Teams recommendations that could be implemented in the future 
(see para 4.4).  

4.37 An addition benefit of this proposal is that receipts from major schemes will go 
towards funding infrastructure in the local area to mitigate the impacts of that 
development as opposed into a wider infrastructure fund that could be ringfenced 
to fund a specific piece of infrastructure in another settlement. 

4.38 As an example, when the reserved matters application for Phase 2 of the 
Lowesley Farm, Liphook is submitted to the council for determination, this major 
scheme for 175 dwellings will fall CIL liable and the council will calculate the CIL 
liability based on the information submitted with the application. The Council will 
consult key infrastructure providers at this stage (including HCC) to determine the 
financial contributions required to mitigate the development (e.g. off site highway 
improvements). Following the consultation, with infrastructure providers the 
infrastructure item(s) to be funded by CIL generated by the development would 
then be specified in the Planning Committee or Delegated Authority Decision 
Report.

Next Steps

4.39 Following the consideration of this report by Panel Members, this report will be:
 Amended as necessary and discussed at Cabinet Briefing 
 A targeted six week consultation on the options will be undertaken with 

infrastructure providers, Town and Parish Councils. 
 The findings of the consultation and the recommended spending protocol 

procedure will be presented to Cabinet in Autumn 2017 for adoption. 

Conclusions

4.40 Each option has its strengths and weaknesses. Some options provide greater 
flexibility for the Council to use the CIL receipts wherever it wishes within the 
district, and potentially beyond to fund strategic infrastructure. Others recognise 
that hitherto the larger shares of developer’s contributions collected through the 
S106 planning obligations process have been passed to the County Council for 
spending on roads and schools within the district.
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4.41 The options also allow a degree flexibility to select an option that is most suited to 
the circumstances in East Hampshire. As noted in paragraphs 4.4 and 4.26 of 
this report there are potential changes to the CIL legislation and subsequent 
process on the horizon that have the potential to constrain the options available 
to the Council in administering and collecting CIL funds in the future.

4.42 Appropriate prioratisation criteria will need to be selected to support the preferred 
option.

5.0 Implications 

5.1 Resources:  The CIL Regulations allow up to 5% of CIL monies received to be 
used to administer the collection and spending of the CIL. The report 
recommends making use of up to 5% of CIL receipts to assist in funding the 
Developer Contributions Monitoring Officer and CIL Monitoring Officer posts. 
There are also costs associated with other officer’s time including Financial 
Services and for such as the legal and enforcement aspects if payments are not 
received when due.

5.2 Legal: In developing procedures for the spending of CIL, regard has been given 
to ensuring that these measures comply with all relevant legislation including the 
CIL Regulations and guidance.

5.3 Strategy: The CIL Protocol  would assist with the appropriate and timely 
provision of infrastructure that is key to enabling delivery of the spatial strategy in 
the Local Plan. It  would also contribute to ‘our values’ within the Corporate 
Strategy, in particular ‘cost effectiveness’.

5.4 Risks: The CIL has replaced S.106 planning obligations as the main source of 
developer contributions from April 2016 for the provision of infrastructure from 
housing and some other types of development. There are exemptions however, 
including affordable housing and qualifying self-build homes which do not pay 
CIL but still put pressure on infrastructure. The risk of not adopting the Protocol 
would be the lack of a clear and fair process for the distribution of CIL funds 
towards the cost of priority infrastructure to support the development of the 
district for the benefit of residents and businesses. Fully resourcing the 
administrative and monitoring processes would minimise the risk of due CIL 
receipts not being collected.

5.5 Communications: A CIL briefing session was  held for the parish and town 
councils  in November 2016.  

6.0 Consultation: Informal discussions at officer level have been held with 
Hampshire County Council (June and October 2016) concerning their 
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administration of past and future funds and other sources of funding for the 
infrastructure they provide.

Agreed and signed off by:

Head of Planning: Simon Jenkins
Legal Services: Nick Leach
Finance: Craig Smith
Portfolio Holder: Cllr Angela Glass 

Contact Officer: Ian Mawer
Job Title:       Planning Policy Team Leader
Telephone:        01730 234152
E-Mail:      ian.mawer@easthants.gov.uk


