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9. 
FOUNTAIN HILL AFFORDABLE HOUSING DEVELOPMENT, GANSBAAI: 
LAPSING OF MEMORANDUM OF AGREEMENT  
 
Erf 210, Gansbaai 
A Jacobs (028) 313 5075 Hermanus Administration 
25 October 2018 

 
1. Executive Summary 

 
The Gansbaai GAP Project, which will be referred to as Fountain Hill 
development, entailed the development of 155 GAP housing sites on a portion 
of Erf 210, Gansbaai and was approved by Council during 2012. Project 
approval was obtained from the Department of Human Settlements (DoHS) 
during 2013 and installation of civil services was completed during 2015.  

 
Subsequently an agreement was entered into between the Municipality and 
the Implementing Agent (Suppliers to All (Pty) t/a Motlekar Overstrand) for the 
development of the affordable housing on the properties. It was agreed that 
the development would be done in phases and the first phase would include 
the installation of electricity on 31 erven as well as construction of eleven (11) 
show houses.  

 
Transfer of these 31 erven was given to the Implementing Agent upon 
completion of the services and show units. Since the completion of the show 
units in 2015, only four units have been sold and the remaining seven are 
leased to tenants. The agreement between the Implementing Agent and 
Municipality expired / lapsed during September 2017 and the Implementing 
Agent has now submitted a request for extension of the time period together 
with some development alternatives as sales are slow and not progressing as 
expected. 

 
The purpose of this report is therefore to discuss the request for extension of 
time in terms of the expired contract and present proposed alternatives to 
Council.  

 
Copies of the Council Report and Resolution regarding the alienation of the 
property to the Implementing Agent is attached as Annexure A and copies of 
the Memorandum of Agreement and Deed of Sale between the Implementing 
Agent and Municipality as Annexures B1 & B2, respectively. 

 
2. Service Delivery and Budget Implementation Plan - IGNITE 

 
Directorate: Infrastructure & Planning 
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3. Compliance with Strategic Priorities 
 

Provision of democratic, accountable and ethical governance 
Provision and maintenance of municipal services 
Creation and maintenance of a safe and healthy environment 
The encouragement of structured community participation in the matters of the 
municipality 
Promotion of tourism, economic and social development 

 
4. Delegated Authority 

 
None 

 
5. Legal Requirements 

 
Constitution of the Republic of South Africa, 1996 
Housing Act, 1997 (Act 107 of 1997) 
National Housing Code, 2009 
Local Government: Municipal Finance Management Act (Act 56 of 2003) 
Local Government: Municipal Systems Act (Act 32 of 2000) 
Administration of Immovable Property Policy of the Overstrand Municipality, 
as amended 

 
6. Background/Discussion/Evaluation/Conclusion 

 
Background 

 
The Fountain Hill development, entailed the development of 155 GAP housing 
sites on a portion of Erf 210, Gansbaai and was approved by Council during 
2012. Project approval was obtained from the Department of Human 
Settlements (DoHS) during 2013 and installation of civil services was 
completed during 2015. After completion of the civil infrastructure, an 
agreement was entered into between the Municipality and Implementing 
Agent (Suppliers to All (Pty) t/a Motlekar Overstrand) for the development of 
the affordable housing on the properties. It was agreed that the development 
would be done in phases and the first phase would include the installation of 
electricity on 31 erven as well as construction of eleven (11) show houses.  

 
Transfer of the first 31 erven included in the first phase as per the agreement, 
was given to the Implementing Agent upon completion of the services and 
show units. Since the completion of the show units in 2015, only four units 
have been sold and the remaining seven are being leased to tenants. The 
agreement between the Implementing Agent and Municipality also expired / 
lapsed during September 2017 and the Implementing Agent has now 
submitted a request for extension of the time period together with some 
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development alternatives as sales are slow and not progressing as expected. 
A copy of this letter is attached as Annexure C. 

 
The purpose of this report is therefore to discuss the request for extension of 
time in terms of the expired contract and present proposed alternatives to 
Council.  

 
Discussion / Evaluation 

 
Current Status 
Electrical infrastructure for 31 erven was installed at the cost of the 
Implementing Agent. Eleven Show houses were constructed by the 
Implementing Agent of which only 4 have been sold to date. The remaining 7 
units are leased to tenants, while ongoing marketing of the development 
continues.  According to the letter attached as Annexure C, sales are slow 
and not progressing as anticipated. It is stated in the letter that “It is clear that 
the anticipated GAP market in Gansbaai is not there and potential buyers 
from Hermanus is reluctant to invest due to cost of travelling.” They are 
therefore proposing alternative options for further development. 

 
Memorandum of Agreement (MOA) and Deed of Sale (DoS) 
The MOA and DoS between the Implementing Agent and Municipality were 
for 31 erven at a market related price, and were entered into on 10 September 
2014 (the two agreements being indivisible from each other) and were valid 
for a period of 36 months as per Paragraph 14 on Page 7 of the MOA, which 
reads as follow:   

 
“In the event of any of the transferred units to Suppliers To All not being sold 
and transferred within 36 (thirty six) months from date of signature hereof, 
Suppliers To All shall forthwith repay to the Municipality such total subsidy 
amount as invested by them per erf and shall forthwith pay the Overstrand 
Municipality the purchase price for any erven not sold, at the rate of 
R8 968.00 or the applicable escalated amount per erf.”  

 
The contract period therefore lapsed on 10 September 2017. 

 
As quoted above, the land purchase price amounted to R8 968.00 (excluding 
VAT) per erf and this amount plus the civil services installation amount per erf 
would be repayable to the Municipality upon transfer of the individual erven to 
the developer. The service costs amounted to R57 343.74 (excluding VAT) 
per erf. To date 31 erven, forming part of the first phase of the show village, 
has been transferred to the Implementing Agent. Payment for the land value 
of the 31 erven and service costs for only 11 erven were received. A copy of 
the Tax Invoice and proof of payment is attached as Annexure D.  The service 
installation costs for the 20 erven is therefore still outstanding. 

 

237



AGENDA of the 
Portfolio Committee : Infrastructure & Planning 
20 November 2018 
(Also the agenda for the Mayoral Committee Meeting : 28 November 2018) 

 
 

The Implementing Agent is now requesting an extension of time in terms of 
the agreement as per the attached Annexure C, to enable them to explore 
other development alternatives as set out below. 

 
Proposed Alternative Development Options 
The Implementing Agent started engagements with the owners of three 
companies in the Gansbaai area, namely Grootbos, Marine Dynamics and the 
new Abalone Farm currently under construction close to Dangerpoint.  All 
three companies are interested in obtaining approximately 20 of the properties 
each, in the Fountain Hill development for their employees. The alternative 
development options are therefore proposed to accommodate the needs of 
these prospective buyers.   

 
The agreements currently state that the Implementing Agent has to sell the 
completed units in the development and repay the total services and land cost 
to the municipality when transfers are effected. It does not make provision for 
the Implementing Agent to sell off only vacant serviced erven or in any other 
manner such as plot-and-plan. In terms of the agreement, the Implementing 
Agent has to construct the units and sell each property and its house as a 
whole. As mentioned under the Current Status, sales have  proven to be slow 
with only four units sold over the past 4 years and all indications are there that 
the prices are not affordable. The Municipality therefore requested that the 
Implementing Agent come up with alternatives to fast track the sales and 
make the development more affordable. Their proposals include the request 
for an extension of time in terms of the MOA and DoS to further engage with 
the 3 business owners. A set of architectural guidelines have been prepared 
for these engagements with the business owners, giving them different 
construction alternatives, yet still keeping the development in line with the 
initial designs and planning. The guidelines will enable potential buyers to 
construct their houses in accordance with their own budgets and affordability. 
A copy of the guidelines is attached as Annexure E. 

 
According to the information received from the Implementing Agent, the target 
prices for the business owners range between R400 000 – R450 000. The 
proposal under discussion is therefore to install electricity on the remaining 
erven and sell the erven as serviced plots to them or their employees. 
Electricity will be installed after sale agreements have been signed with the 
business owners / workers. The workers can then construct their houses with 
assistance from their employers according to their affordability but within the 
prescribed architectural guidelines. 

 
In order to make the sites available at the most affordable prices, as part of 
the proposal, it is requested that the bulk services contributions applicable on 
the development, be waived.  Only a 50% contribution was applicable and it is 
requested that the total amount be waived. 
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It is furthermore requested that the land cost of R8 968 per erf, be waived in 
order to further lower the price per serviced site.  

 
Below is a summary of the estimated cost per erf inclusive of everything as 
well as a summary of the lower price once the bulk services and land costs 
are waived. 

 
 Item Total Current Costs Total Cost excluding 

Bulk & Land Costs 

1. Land Cost R8 968.00  

2. Civil Infrastructure R57 344.00 R57 344.00 

3. 50% Bulk Contribution R32 000.00  

4. Electrical Infrastructure R18 236.00 R18 236.00 

5. Professional Fees R10 522.00 R10 522.00 

6. Rates & Taxes R10 000.00 R10 000.00 

 TOTAL R137 070.00 R96 069.00 

7. 10% IA Fee R13 707.00 R9 607.00 

 TOTAL R150 777.00 R105 676.00 

8. 15% VAT R22 616.00 R15 851.00 

 TOTAL R173 393.00 R121 527.00 

 
The Implementing Agent also proposes that they consider the option of 
reduced specification container housing with proper finishing which may affect 
affordability and this would also be explored if the extension of the contract is 
permitted.  

 
The Implementing Agent now proposes that should they not be able to 
successfully negotiate with the interested business owners and their 
employees in the requested extension period, they ring fence the transferred 
erven and then the rest of the erven reverts back to the municipality. 

 
Evaluation 

 
The request for extension of the contract period is not supported due to the 
fact that the sales over the past four years have been very slow and there is 
no indication that it will improve. There is also no guarantee that the interested 
business owners will definitely purchase the properties for their employees. 
There has been a lot of pressure from communities to provide them with 
serviced erven to construct their own housing. From the price breakdown 
indicated above, the price per erf may still be outside the affordability rating of 
the workers.  

 
If the Municipality makes the sites available to those potential qualifying 
beneficiaries under the FLISP programme, the sites would be available at a 
much lower price.  

 
In light of the above, the following is therefore proposed that: 
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 The Implementing Agent pays the outstanding service installation cost on 
the 20 erven for which transfer was given plus interest on outstanding 
installation cost calculated at 2% above the Prime Rate from the due 
date to the date of actual payment as indicated in Paragraph 16.1 on 
Page 7 of the MOA. Those erven will then remain in their ownership. 

 The remaining 124 erven be made available as serviced sites to those 
qualifying beneficiaries in terms of the FLISP programme. This will entail 
making the serviced site available at no cost to potential qualifying 
beneficiaries earning between R3 501 – R7 000 and those between 
R7 001 – R22 000 can purchase the site at an affordable price. 

 In order to make the sites as affordable as possible to those potential 
beneficiaries, it is proposed that the bulk services contribution and land 
purchase costs be waived as proposed by the Developer / Implementing 
Agent on the remaining 124 erven only in relation to the erven made 
available to beneficiaries earning between R3 501 – R7 000. 

 
Conclusion 

 
It is therefore recommended that: 

 
1. The outstanding civil infrastructure costs on the already transferred 20 

erven remaining in Phase 1 of the Fountain Hill development, be paid to 
the Municipality within 30 days after date of the Council decision; 

2. That the request for extension of time not be approved; 
3. Council waives all applicable bulk service contributions on the remaining 

124 erven not transferred to the Developer; 
4. Council waives all applicable land costs on the remaining 124 erven not 

transferred to the Developer only in relation to the erven made available to 
beneficiaries earning between R3 501 – R7 000; and 

5. Council approves the proposal that the 124 sites, be made available as 
serviced sites. 

 
7. Financial Implications 

 
Total Bulk Service Contributions waived by Municipality: 
124 erven x R25 873 = R3 208 252 

 
Total Land Cost waived by Municipality: 
124 erven x R8 968 = R1 112 32 

 
8. Staff Implications 

 
None 
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9. Comments from other Departments, Divisions and Administrations 
 

Manager: Property Administration, Ms A Le Roux – (028) 316 3724 
Chapter 2 of the Municipal Asset Transfer Regulations, 2008, (Regulations to 
the Municipal Finance Management Act, no. 56 of 2003) deals with the 
transfer of permanent disposal of non-exempted capital assets (the latter 
including land and buildings) and stipulates the processes to be followed.  
However, regulation 4(3)(b) clearly stipulates that the procedures for the 
transfer or disposal of non-exempted capital assets as stipulated in the said 
chapter are “not applicable to the transfer of housing on municipal land and 
the transfer of municipal land for the poor to beneficiaries of such housing”. 
This means that where Housing legislation and criteria is applicable to the 
transfer of the property, it is not necessary to follow a competitive process. 

 
As specific criteria for the allocation of the erven will be applicable and as the 
sole purpose is to provide housing to qualifying beneficiaries, it will not be 
necessary to follow a competitive bidding process.  Note that a purchase price 
must be determined for those erven sold to qualifying beneficiaries earning 
between R7 001 – R22 000.  It is suggested that once the beneficiary list is 
finalised, a valuation be done to establish the price of a serviced erf to 
establish whether it is affordable.  It must be noted that the current municipal 
valuation of these erven is R50 000 per erf. 

 
Senior Town Planner, Mr S van der Merwe – (028) 313 8900 
The approval of the Mayoral Committee dated 31 October 2012 specifically 
referred to a GAP housing project comprising 155 Residential Zone I erven.  
The conditions of approval also required approval of a Site Development Plan.  
Municipal Notice 6/2013 in the Gansbaai Courant with regard to the alienation 
of a portion of Erf 210, Gansbaai to Motlekar Cape makes reference to GAP 
housing.   

 
The opinion is thus held that due to the proposed change in the development,  
an application in terms of the Overstrand Muncipal Land Use Planning By-
Law, 2015 will have to be made to amend the decision of the Executive 
Mayoral Committee and conditions of approval and that the applications be 
subjected to a public participation process. 

 
10. Annexures 

 
Annexure A: Council Report & Resolution regarding Alienation 
Annexure B1: Memorandum of Agreement  
Annexure B2: Deed of Sale 
Annexure C: Letter from Implementing Agent 
Annexure D: Tax Invoice & Proof of Payment 
Annexure E: Proposed Guidelines 

 

241



AGENDA of the 
Portfolio Committee : Infrastructure & Planning 
20 November 2018 
(Also the agenda for the Mayoral Committee Meeting : 28 November 2018) 

 
 

RECOMMENDATION TO THE COUNCIL:  
  
1. that the outstanding civil infrastructure costs due on the already transferred 

20 erven remaining in Phase 1 of the Fountain Hill development, plus interest 
on outstanding civil infrastructure cost calculated at 2% above the Prime Rate 
from the due date of actual payment, payable to the Municipality within 30 
days after date of the Council decision, be approved; 

  
2. that the request for extension of time of the Memorandum of Agreement and 

indivisible Deed of Sale entered into between the Municipality and 
Implementing Agent for a period of 24 months, not be approved; 

  
3. that all applicable bulk service contributions on the remaining 124 erven not 

transferred to the Implementing Agent be waived, be approved; 
 

4. that all applicable land costs on the remaining 124 erven not transferred to 
the Implementing Agent be waived only in relation to the erven made 
available to beneficiaries earning between R3 501 – R7 000, be approved; 
and 

  
5. that the proposal to make the remaining 124 erven available as serviced sites 

to those qualifying beneficiaries in terms of the FLISP programme, be 
approved. 

 
 
RESPONSIBLE OFFICIAL : A JACOBS 
 
TARGET DATE FOR IMPLEMENTATION : 28 NOVEMBER 2018 
 
TARGET DATE TO INFORM APPLICANT : 28 NOVEMBER 2018 
 
TARGET DATE TO INFORM OBJECTOR : N/A 
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9. 
FOUNTAIN HILL AFFORDABLE HOUSING DEVELOPMENT, GANSBAAI: LAPSING 
OF MEMORANDUM OF AGREEMENT  
 
Erf 210, Gansbaai 
A Jacobs (028) 313 5075 Hermanus Administration 
25 October 2018 

 
THIS MATTER SERVED BEFORE THE JOINT PORTFOLIO COMMITTEE ON 
20 NOVEMBER 2018, WHICH COMMITTEE RECOMMENDED AS FOLLOWS: 
 
RECOMMENDATION TO THE COUNCIL:  
  
1. that the outstanding civil infrastructure costs due on the already transferred 20 

erven remaining in Phase 1 of the Fountain Hill development, plus interest on 
outstanding civil infrastructure cost calculated at 2% above the Prime Rate from 
the due date of actual payment, payable to the Municipality within 30 days after 
date of the Council decision, be approved; 

  
2. that the request for extension of time of the Memorandum of Agreement and 

indivisible Deed of Sale entered into between the Municipality and Implementing 
Agent for a period of 24 months, not be approved; 

  
3. that all applicable bulk service contributions on the remaining 124 erven not 

transferred to the Implementing Agent be waived, be approved; 
 

4. that all applicable land costs on the remaining 124 erven not transferred to the 
Implementing Agent be waived only in relation to the erven made available to 
beneficiaries earning between R3 501 – R7 000, be approved; and 

  
5. that the proposal to make the remaining 124 erven available as serviced sites to 

those qualifying beneficiaries in terms of the FLISP programme, be approved. 
 
 
RESPONSIBLE OFFICIAL : A JACOBS 
 
TARGET DATE FOR IMPLEMENTATION : 28 NOVEMBER 2018 
 
TARGET DATE TO INFORM APPLICANT : 28 NOVEMBER 2018 
 
TARGET DATE TO INFORM OBJECTOR : N/A 
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