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HEADED ITEM: P. Department
Report on Development Contributions collection
REPORT:
The collection performance in relation to development contributions is outlined below and illustrates how the condition of the property market is a determining factor in the collection of development contributions, with the graph of contributions collected broadly mirroring the trend in economic activity over recent years;  [image: image1.emf]0.00
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While income of €4.53m for 2012 represented an increase of some 60% over 2011 this is not indicative of increases in development generally. A significant proportion of the increased income related to a large once-off payment of over €1million and also to existing units sold in the last quarter of 2012 as a reaction to changes in the Budget relating to tax relief. 

In the context of the current national economic climate, the Council, to pursue outstanding development contributions in a more effective way, has categorised developments on which there are contributions owing as follows;

1. Completed and Occupied

2. Completed & Vacant

3. Under Construction

4. Development Stopped

5. Development Not Commenced

6. Incomplete.
This categorization has been possible due to re-orientation of work practices etc within the Planning Dept to enable re-deployment to the area of debt analysis and collection, in particular the assignment of an inspector. The report below outlines how current book balances are apportioned to these categories based on analysis. Different priority is given to debts in each category, which in turn informs the debt collection activity, details are as below;

	Status
	Actions
	€
	% by status

	Completed & Occupied
	Take all steps, including legal proceedings, to recover the debt in full. 
	€6,006,118
	22%

	Completed & Vacant
	Focus is on securing debt by issuing Enforcement Notices which prevent the sale of property for a period of at least 10 years, without the contributions first being paid. In any event, the Council withholds compliance notices unless payment in full is made and this also results in payment at sale of property. These developments are not accorded as high a priority as occupied development as their impact on infrastructure is less.
	€12,457,198
	46%

	Incomplete
	Debt written off on confirmation of the expiration of permission and monitored for re-commencement which would warrant retention permission and would capture contribution again.
	€2,014,826
	7%

	Not Commenced
	Not commenced (even though Commencement Notice submitted) - No action (monitor for development commencing or strike off where permission expires) 
	€518,801
	2%

	Stopped
	Stopped (Commenced but work has ceased) - Examine for action in relation to completed element, and monitor for development recommencing. Potential strike offs where permission expires. 
	€4,794,237
	18%

	Under Construction
	Issue invoices and follow normal collection procedures as development progresses. This may include preventing connection to water services where possible in cases where development contributions are unpaid and this has also proven effective in obtaining income through instalment agreements. 
	€1,386,705
	5%

	Total Balance
	
	€27,177,885


	

	Bad Debt Provision
	
	€16,949,000
	


There is currently a balance of just over €27m in respect of outstanding development contributions relating to approximately 250 separate developments, however these developments range in scale from housing estates and large commercial units to an increasing number of domestic extensions, with approximately 50 of the above cases being of that scale.
It should be noted that monetary amounts quoted above are book balances, and that the bad debt provision of almost €17million can relate to matters including developers carrying out works in lieu of financial contributions; credits due for social/affordable housing; development not being completed; development not commencing.

It should be borne in mind that development contributions are different in character to other debts in that they are tied to both the planning permission and the property. 
Therefore the Planning Department cannot write off debt until such time as the lifetime of the planning permission has expired and it has been confirmed that the development was not carried out. 
Many debts in the categories not commenced, stopped and incomplete may be struck off upon expiration of permission, (possibly €2.5m) however changes in legislation have resulted in increased applications for extension of duration of permission and in this regard, extensions of time on planning permissions also extends the conditions relating to Development Contributions. For this reason the Council cannot strike off debt on all developments that are stopped, not commenced etc. until permission expires. 
In all cases the Council has cognizance of the expiration of statutory periods for proceedings and in cases where development has occurred and the expiration is nearing, a greater priority is accorded to such developments. 
Some 68 debtors with a total of approximately €2.9million have either been served enforcement notices, have been referred to the Councils Law Dept for initiation of proceedings or are in advanced stages of preparations for referral for legal proceedings.  
An increasing number of cases, when pursued to the point of proceedings are resulting in long term instalment plans. This is allowed for under legislation and it is felt that this is a reasonable approach to the issue of debts, particularly given the current economic climate and the ability of debtors to pay. The total number of cases affected by instalments plans is 110 with a value of approximately €6.5million connected to historic and recent instalment plans. The vast bulk of the debts subject to instalment plans are in the completed and occupied or vacant categories. 
Negotiations are ongoing in relation to a further number of cases with a value in terms of debt of just over €2million. 

The impact of the analysis, monitoring and debt collection actions can be seen in the trend below in the level of debt, a reduction of 26% since August 2010 (€36.7m), to a current balance of €27.1m;
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Development Contributions Scheme:

For the information of the SPC members, the 2013-2015 Development Contribution Scheme was adopted on 14th January 2013. The main feature of the scheme is a reduction of over 26% in the residential and non-residential main rates of charge for development. 

Finally, as advised to the Councils last CPG meeting, as members may be aware, permissions granted under the 2010-2017 scheme (now replaced by the 2013-2015 Scheme, for permissions granted after January 14th 2013) provide for indexation (linked to the WPI (Building and Construction Materials) of development contributions to be applied at commencement of development. 

On the basis that the 2013-2015 Development Contributions Scheme introduced a reduction of 26% in the main contribution rate and the freezing of said rate for 2013 and 2014 it has been determined that the application of the increases of 2.37% in the relevant index (www.cso.ie) to permissions granted up to January 14th 2013 but commencing thereafter, is not equitable. The rate in the 2010-2017 scheme therefore has remained frozen since commencement of the scheme in January 2010, in recognition of the economic climate in the period. 
