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Developer Contributions.
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Portfolio: Portfolio Holder for Welfare and Communities
                  Cllr J Butler, Deputy Leader

Head of Service: Tracey Wood

Key Decision: Yes

1. Purpose of Report 

1.1.This report is submitted to Cabinet for a decision to approve the 
recommendation.  

2. Recommendation 

2.1Cabinet is recommended to approve a payment of £375,000 of 
Affordable Housing Developer Contributions, to Merlion Homes, to 
enable the construction of 5 shared equity bungalows in Grayshott.

2.2Cabinet is recommended to delegate authority for the completion of 
the funding agreement pertaining to 2.1 to the Director of 
Regeneration and Place.     

3. Executive Summary 

3.1.The Council has developed an excellent working relationship with 
Merlion Homes since 2016, developing a model where Affordable 
Housing Developers’ Contributions (AHDCs) are used to provide 
genuinely affordable, shared equity housing.  The Cabinet report and 
Procedure for spending AHDCs was approved by Cabinet May 2017 
and is attached as Appendix 1.



3.2.The Council has spent £1,300,000 of AHDCs with Merlion since 2016, 
has generated £190,000 of revenue for the Council through funding 
fees, has funded 39 homes and now holds equity in residential 
property worth an estimated £1,800,000.  A detailed summary of 
transactions with Merlion and affordable housing delivery performance, 
is attached as Appendix 2.

3.3.This report seeks approval to pay Merlion Homes a financial 
contribution towards the acquisition of land at Applegarth Farm, 
Grayshott and build costs of affordable housing on the site.  Planning 
permission has been granted under planning application 27202/037, 
for 5 No. two bedroom, wheelchair accessible bungalows.  These 
homes will be sold on a shared equity tenure (a recognised affordable 
housing tenure) with discounts on open market value of at least 25%, 
with no rent to pay.

3.4.The Exempt Scheme Details spreadsheet and explanatory text 
detailing the financial information pertaining to this transaction is 
attached as Exempt Appendix 3.

3.5.There are 5 homes proposed, all two-bedroom bungalows, which have 
been designed as suitable for wheelchair users. The homes will be 
approximately 80sqm in size, be detached and have individual 
gardens and parking spaces.  It is Merlion’s intention to endeavour to 
sell the homes from plan, to persons requiring an accessible home, so 
that the dwelling can be built bespoke to their requirements.

3.6.Merlion have agreed to build the homes to accessibility standards 
contained within the Building Regulations.  To ensure that the scheme 
is deliverable, having regard to site specific constraints, Merlion will 
meet Part M4(2) of the Building Regulations on all dwellings.  Where 
site conditions allow, and an identified need exists during the 
marketing period, Merlion will endeavour to meet Part M4(3).   

3.7.Some adaptations may fall outside of the agreed specification with 
Merlion and the main contractor.  If this situation should arise it may be 
necessary for purchasers to either fund these adaptations themselves 
or seek further grant from the Council in the form of Disabled Facilities 
Grant.  

3.8.The site is considered a rural exception site, meaning that the homes 
should be for the benefit of potential buyers in need of affordable 
housing, within the local area.  To ensure that the dwellings remain 
mortgageable with high street lenders it will not be possible to restrict 
sales to local people within a s106 agreement, as this provision would 
not be acceptable to Merlion or any other housing association. 

3.9. It is possible however to ensure that the funding agreement that will 
exist between the Council and Merlion places obligations upon Merlion 
to prioritise sales to persons with a local connection.  This obligation 



will restrict Merlion to Grayshott and neighbouring parishes first, before 
being able to move to the wider administrative area of the Council and 
then beyond as a last resort.  

3.10. Merlion have indicated that a situation could arise where there 
maybe local buyers from Grayshott who wish to purchase one of the 
dwellings, but they might be unable to affordable to purchase even 
with the maximum 45% discount.  It this situation should arise the 
Council would have the option to increase its funding so that further 
discounts could be offered to the buyer.  As these sums would be 
relatively small they would be approved through the scheme of 
delegation rather than by Cabinet.         

3.11. After the initial sale the buyer will hold the freehold for the 
property, with both the Council and Merlion holding a second and third 
charge on the title.  If that buyer should wish to sell in the future the 
Council may decide to either redeem its equity and reinvest the sum 
received in more affordable housing or maintain the equity in the 
dwelling.  In the case of the latter, this would ensure the property 
remained as an affordable dwelling for the benefit of local buyers in 
need, in the future. 

3.12. Previously the Council has only funded Merlion in developer led, 
s106 transactions with Merlion procuring the affordable housing 
directly from the developer.  This opportunity is land led and so after 
purchasing the development site, Merlion will procure a contractor to 
build to the homes.  The result will be the same, in that shared equity 
housing will be provided using funds from the Council.

3.13. All previous transactions between the Council and Merlion have 
been subject to the completion of a comprehensive suite of legal 
documents. The existing agreements will need to be amended for this 
transaction and a recommendation is made in this report for authority 
for the completion of this function to be delegated to the Director of 
Regeneration and Place. The funding will not be released until this 
agreement is in place and is signed by both parties.

3.14. The Procedure for Spending AHDCs, Appendix 1, allows for the 
use of grant for affordable housing projects and it specifically allows 
for grant to be used in the way detailed within this report.  The excerpt 
from the procedure reads as follows:

Fund an Eligible Provider’s purchase of land from the open 
market either suitable for development or required to enable 
development, for example as a new access, suitable open space 
etc. 



4. Additional Budgetary Implications 

4.1.None

5. Background and relationship to the Corporate Strategy and 
Directorate Business Plan/s

5.1.This project has elements that address each of the 5 operational 
priorities of the Corporate Strategy, with the goal of improving the lives 
of disabled persons, giving them the rare opportunity to buy an 
adapted home at an affordable price.

5.2.The project fits within business plan targets:

Action: Build on the existing innovative ways in which to provide 
support to the development of affordable housing
Outcome: Maximise delivery Affordable Housing completions - to 
exceed 500 homes 18/19-19/20  

5.3.The Procedure for allocating AHDCs – May 2017 (Appendix 1), is the 
Cabinet approved document that sets the guidelines for projects of this 
nature. 

5.4.The Appelgarth proposal is to be funded from the s106 reserve, ring-
fenced for affordable housing provision only. 

6. Options considered and reasons for the recommendation

6.1.Merlion and the Council have transacted in the manner detailed in this 
report on numerous occasions over the last 3 years.  The model used 
is tried and tested with the governance in place for transactions of 
such a high value.  Alternative models have not been explored due 
largely to the short timeframe imposed by the landowner for Merlion to 
complete their acquisition of the site.

6.2.Merlion require the comfort that the Council will provide funding as 
detailed in this report, before they complete their acquisition of the site.  
They may be persuaded to proceed with the acquisition at risk, but if 
the funding was not approved it is unclear whether Merlion would be 
able to deliver the affordable housing as described.  

6.3.The use of the Council’s funding will enable Merlion to offer the homes 
with a larger discount and in this case, build them to wheelchair 
standards.  As Merlion will be the site owner it is Merlion who have 
invited the Council to be part of this transaction.  

6.4.For Housing Services to continue to hit and exceed budgetary income 
targets, it is essential to establish a pipeline of projects such as this.  
There are currently no approved projects in the pipeline with Merlion 
that will generate future income.   



7. Resource Implications

7.1.Financial Implications

7.2.The Council’s costs for this project will be met by the Affordable 
Housing Developers’ Contributions (AHDC) budget.  This budget 
currently has a balance of £3,035,785. held on budget code EHBALS / 
B6900 and is ring fenced for spend on affordable housing provision 
only.
 

7.3.There will be no increased budgetary implications resulting from this 
transaction.  

7.4.Human Resources Implication:  None

7.5.Additional:  None

 
8. Legal Implications

8.1.The project has the following legal implications:

a. Land acquisition between Merlion and CALA Homes required to 
complete.

b. A deed of variation to the s106 agreement that originally 
identified this land for an allotment use is required.  The drafting 
of this is well underway with Legal Services.

c. Funding agreement between the Council and Merlion detailing 
the terms of the payment. 

9. Risks

9.1.This project is speculative residential development, albeit of shared 
equity housing and so there is a risk that the homes will not sell or will 
not reach estimated sales values.  Over the last 3 years the Council 
has completed 28 shared equity homes with Merlion and all these 
homes sold and sold quickly. The reason being is that the homes are 
built to a high specification, comparable to market housing, but are 
sold at substantial discounts with no rent to pay.

9.2. If an issue occurred with slow sales or sales values, then the Council 
can inject further funding, at Cabinet’s discretion, into the project to 
further discount the homes to aid sales.

9.3. If it became apparent that local buyers are unable to afford the 
dwellings, even when substantially discounted, Merlion would have the 
option to change the tenure of one or more dwellings.  This tenure 
change could be to a rent-to-buy tenure, for example, where the 
property is let an affordable rent for a few years to enable the occupier 



to save a deposit and then purchase the home at a discount.  It is 
likely additional Council funding would be required to amend the 
tenure.  This would most likely be dealt with under the approved 
delegation scheme, if funding levels were within agreed limits.  
Cabinet authority would be sought if sums fell outside of delegated 
limits.

9.4.The Right to Buy or Right to Acquire principles only apply to rented 
dwellings, only where social housing grant has been used and where 
the Registered Provider holds the freehold.  The Right to Acquire 
would not be applicable under a shared equity tenure.  Further 
exclusions to the RTA also apply to properties in rural areas and ones 
built for disabled persons, even if the other conditions were satisfied.  
The RTB and RTA are therefore not a risk in this proposal.

9.5.The AHDC funds are collected through s106 agreements and so their 
use is time limited. Failure to spend AHDCs within the time limit, 
triggers a requirement for them to be paid back to the original 
developer, with interest. There is a risk that if initiatives of this type are 
no longer supported by Cabinet, that the Council will have to return all 
unspent sums. 

10.Consultation

10.1. At this stage, this project is commercially sensitive and so 
consultation has been limited to key Officers and Councillors within the 
Council, plus Merlion Homes and CALA personnel.

10.2. Consultation was open to residents and statutory consultees as 
part of the planning process and Officers have briefed the Ward 
Councillor on the planning proposal.  No additional consultation with 
residents is planned, as planning permission has now been granted.

11.Communication

11.1. The completed homes will require extensive marketing as part of 
the sales activities. This will be done by Merlion and it is planned this 
will commence early in the construction phase.

11.2. Contact has been made with the Finance and Resource Director 
of Treloar College, to see if this concept might be of interest to ex-
students with disabilities.  Whilst the detail presented was non-specific 
due to the sensitivity of this project, they have expressed interest.  
Should the project progress there will be further communication with 
Treloar’s.

11.3. Upon completion of a successful development there will be 
opportunities to advertise the success through usual press and social 
media outlets. 



Appendices: Appendix 1 – Cabinet report and Procedure for spending 
AHDCs.

This report was approved by Cabinet in May 2017. It details the investment 
model, developed with Merlion Homes which uses AHDCs to procure shared 
equity housing. 

Appendix 2 – Summary of Transactions with Merlion and Affordable Housing 
Delivery Performance.

This summary outlines the shared equity model and details transactions with 
Merlion to date, plus affordable housing delivery numbers between 2017-2019 
with forecasted figures for 2019/20.

Exempt Appendix 3 – Explanatory text and Scheme Details sheet, 
Applegarth Farm.

The text and spreadsheet detail the commercially sensitive information on the 
Applegarth Farm proposal. 

12.  Background Papers: None

Agreed and signed off by:

Monitoring Officer: 03/12/19
S151 Officer: 03/12/19
Director: 03/12/19
Portfolio Holder: 29/11/19

Contact Officer: Mark Barnett
Job Title: Housing Development Manager
Telephone: 01730 234346
E-Mail: mark.barnett@easthants.gov.uk


