
Appendix 2

Summary of Transactions with Merlion and Affordable Housing Delivery 
Performance

Background

The Council holds funds collected through s106 agreements for the provision of new 
affordable housing. These funds are ring fenced for this purpose only, can in most 
cases be spent only within the Council’s administrative area and they have an expiry 
date, after which time unspent funds must be returned to the developer / house 
builder. 

Whilst the Council still offers grants to Registered Providers (RPs) from this budget 
to aid affordable housing delivery, RP take-up of grant is scarce.  Over the last 3 
years a model has been developed with Merlion Homes (a Housing Association) that 
enables the Council to act as funder for the provision of shared equity housing.

This shared equity model (LAESEP) and accompanying procedure was approved by 
Cabinet May 2017.

Local Authority Enhanced Shared Equity Partnership – LAESEP

The model uses developers’ contributions, to fund shared equity housing sold by 
Merlion Homes.  The Council’s funds enable Merlion to discount the homes further 
than they would have otherwise been able to without this source of funding.

Shared Equity is a recognised form of affordable housing within the NPPF, whereby 
qualifying applicants purchase what is effectively a market housing spec, with a 
discount on open market value of anything up to 50%.   Typically, purchasers buy 
65% of the home, funded through savings or a mortgage, but have no rent to pay on 
the retained equity.    

The Council and Merlion both hold the retained equity by legal charge on 
percentages dependent upon the Council’s initial investment.  Merlion enhance the 
value of the equity the Council receives by 25% above the initial investment.  Merlion 
also pay a funding fee to the Council of 15% of whatever the Council invests.

A simple example:

 The Council invest £500,000 towards the provision of 16 shared equity 
homes.

 Merlion issue the Council with equity worth £625,000 
 Merlion pay a funding fee to the Council of £75,000

A suite of legal agreements has been drafted to formalise these transactions which 
includes: Funding agreement; Deed of Assignment by way of security; Equity 
Mortgage; internal approval papers and procedure.  This is investment in residential 



housing, which comes with many of the associated risks, but these have been 
mitigated as far as are practicable through the legal agreements.  

Performance to Date 

The table below summarises sums invested, income received, homes built, and 
estimated value of equity still held by the Council.  The funding fee received from 
Merlion is not ring fenced and goes into the general fund.  When occupiers sell and 
move home the Council’s equity is redeemed at this point, with the funds going back 
into the s106 budget to be reinvested in new affordable housing.

There has been one resale to-date, with the Council receiving £31,363, which is 
some £11,363 over the £20,000 investment made only 2 years earlier.  Within the 
next 2-5 years it is estimated a further 5-10 occupiers will sell and the Council’s 
equity will be redeemed in those homes.  

Site 
location

Number 
of homes

EHDC 
Investment 
from s106 
funds

EHDC 
Funding 
Fee Rec’d

Date 
Received

EHDC Equity 
plus house price 
inflation (est.)

Horndean 6 120,000 6,000 - 5% Sep-16 188,514
Medstead 3

233,000 34,950 - 15% Sep-17 297,337
Lovedean 16 500,000 75,000 - 15% Oct-17 643,250

Bucks Horn 
Oak

3
200,000 30,000 - 15% Jul-18 251,421

Bordon 11
296,000 44,400 - 15% Mar-19 381,375

Totals
39 1,349,000 190,350  1,761,897

Affordable Housing Completions and Forecast (East Hampshire DC)

The table below shows affordable housing delivery, by tenure, over the last 2 years, 
as well as the forecast for the current year.  There has been a significant increase in 
affordable housing delivery with this trend set continue throughout 2019/20.

2017/18 2018-19 2019-20 Total
Affordable rent 144 185 183 512
Social Rent 0 0 20 20
Shared 
Ownership

91 101 108 300

Shared Equity 3 19 0 22

Total 238 305 311 854



Summary

The Council continues to exceed its affordable housing targets and the forecast is 
that this trend will continue.  Well in excess of 600 affordable homes are expected to 
be delivered over the 2-year period 2018-20, against a target over this time of 500.

Further opportunities to increase affordable housing supply exist, whilst generating 
income and broadening the tenure choices for residents.  Housing Development 
Officers continue to explore innovative delivery mechanisms to make the best use of 
developers’ contributions.  Detailed papers will follow, as specific opportunities arise.


