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5.5 
 

 

 
 
 
REPORT FROM THE DIRECTOR INTEGRATED HUMAN SETTLEMENTS 
 
PURPOSE OF THE REPORT 
 
To present to Council the request received from the Steering Committee representing 
applicants of Erf 3339 for a reduction in the approved land price per stand, and to obtain 
Council direction in light of previous Council resolutions and policy considerations 
 
BACKGROUND 
 
Erf 3339 is approximately 4 hectares (±40,000m²) in size and is situated on the northern side 
of Springer Street in Fisherhaven. The site is currently zoned for residential use and is owned 
by the Knysna Municipality. The development of Erf 3339 aligns with the Municipality’s broader 
spatial and housing strategies aimed at: 
 

• Increasing housing stock for the income group earning between R3,501 and R22,001 
and the category above R22,000;  

• Encouraging densification and curtail urban sprawl;  
• Unlocking economic growth and employment opportunities through infrastructure 

investment; and,  
• Preventing land invasion and informal settlement formation. 

 
Council, at its meeting held on 5 June 2025, resolved under Item IHS05/05/25 (Item 6) that 
Erf 3339 be alienated to lower- to middle-income beneficiaries and approved a sale value of 
R52,352.00 per stand plus a proportional contribution toward the R750,000 municipal 
investment, meaning R750 000/61 = R12,295.00, bringing the total sales price per stand to 
R64,647.00.  
 
This resolution was informed by: 
 

• The infrastructure subsidy investment per stand;  
• The need to recover municipal input costs; and  
• Compliance with the Municipal Finance Management Act (MFMA) and Municipal Asset 

Transfer Regulations (MATR).  
 

The development is intended to support FLISP, GAP housing and 61 erven for plot & plan 
markets and address the housing needs of middle-income households. 
 
FINANCIAL IMPLICATION 
 
This development has been more than 6 years in the making resulting in loss of revenue to 
Council as these land parcels have been dormant for some time.  Should they be invaded, 
Council will have to take prompt action to remove illegal occupants, and this will come at huge 
costs.   

 
P05/04/26 DEVELOPMENT OF ERF 3339, FISHERHAVEN, KNYSNA – 

REDUCTION IN PRICE PERS STAND 
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To comply with the Provincial guidance (letter dated 19/02/2025) and the PFMA the 
directorate appointed CDV Waardeerders (PTY) Ltd to undertake a Market Related 
Valuation of a Proposed Portion of the Remainder of Erf 3339 Knysna.  The valuer 
concluded:  
 

“After taking into consideration the size, location and the zoning of the subject 
property, we are of the opinion that a fair market related rate that can be applied to 
the subject property is R375/m²” (28/02/2025) 

 
Council resolved IHS05/05/25 in June 2025 to sell the land to qualifying (R3,501-R22,001) 
and non-qualifying (above R22,001) beneficiaries for R52,352.00 per stand plus a portion of 
the equal share of R750,000 based on the final site layout and beneficiaries. Although 
permitted, effort must be made for the sale to non-qualifiers to be kept to a minimum as to 
ensure the initial target market of earners between R3501 and R22.001 be reached. 
 
REQUEST FROM STEERING COMMITTEE  
 
The Steering Committee, representing the original 61 applicants, submitted a formal request 
dated 10 March 2026, seeking a reduction in the price per stand from approximately 
R64,647.00 to between R15,000 and R20,000  per stand.  
 
The Committee indicates that applicants face significant additional development-related costs, 
including: 
 

• Design and drafting standing building plan building plans and design;  
• Engineering fees 
• Building plan fees  
• Building deposit  
• Town planning zoning fees 

 
These costs amount to approximately R66,778.74 per stand, resulting in a total estimated cost 
of circa R119,778.74 per applicant when combined with the land price . The additional 
R12,295.00 per stand for municipal investment is not factored into this total.  
 
Further concerns raised include ongoing liability for rates and service charges on vacant 
stands, the prevailing economic climate and affordability constraints for first-time 
homeowners. 
 
What is not factored into the Steering Committee calculation is the First Time Homeowners 
subsidy (First Home Finance, formerly known as FLISP).  This is a subsidy for first-time 
homebuyers where qualifying beneficiaries receives a subsidy ranging between R38 878 to 
R169 264 (based on 2024 figures), depending on income (the lower the income, the higher 
the subsidy). 
 
Legal and Policy Compliance 
 
The Municipal Finance Management Act (MFMA), Section 14(2)(b) stipulates that a 
municipality must consider both the fair market value and the economic and community 
value of the asset before transferring it. This opens the opportunity for Council to consider 
alienating land at less than market value where it benefits the public interest: 

https://www.ooba.co.za/resources/flisp-subsidy/
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“Council may transfer ownership of a capital asset… only after the Council… has 
considered the fair market value of the asset and the economic and community value 
to be received in exchange for the asset.” 
 

Furthermore, Regulation 40(2)(b)(i) of the MFMA Municipal Asset Transfer Regulations 
(MATR) confirms: 
 

“Immovable property may be sold only at market-related prices, except when the public 
interest or the plight of the poor demands otherwise.” 
 

Moreover, the SALGA Generic Municipal Policy on Land Disposal (2020) (developed in line 
with MFMA & MATR) reiterates: 
 

“Disposal at below market value is permissible where such disposal supports the 
municipality’s constitutional obligations to redress inequalities and ensure access to 
land and housing.” 
 

Knysna Municipality MANAGEMENT OF IMMOVABLE PROPERTY POLICY Chapter 9: 
CRITERIA FOR DETERMINING COMPENSATION AND FAIR MARKET VALUES provide 
guidance for the disposal of immovable assets for less than market value: 

44.1 “Property may be Disposed of only at market-related prices, except when the 
plight of the poor or other public interest factors which impact on the economic and 
community value to be received by the Municipality demand otherwise.  
44.2 If the Municipality, on account of the public interest, particularly in relation to 
the plight of the poor, intends to Dispose of a Non-Exempted Property for less than 
market value it must take into account the following factors:  

• the interests of the State and the local community;  

• the strategic and economic interests of the municipality, including the long-term 
effect of the decision on the municipality;  

• the constitutional rights and legal interests of all affected parties;  

• whether the interests of the parties to the transfer should carry more weight than 
the interest of the local community, and how the individual interest is weighed 
against the collective interest; and,  

• whether the local community would be better served if the capital asset is 
transferred at a less than its fair market value, as opposed to a transfer of the asset 
at fair market value” 
 

Knysna PHSHDA Final Development Plan (2025): Supports mixed-income, affordable 
housing delivery through land access to both BNG and FLISP markets. 
FLISP Programme (www.flisp.co.za): Government-endorsed subsidy programme requiring 
integration with municipal land and housing delivery processes 
 
DISCUSSION  
 
The directorate has been meeting with the erf 3339 Steering Committee since January 2025. 
The key point of contention remain the sale value per strand. There is now a need  for Council 
to resolve this matter urgently to progress this development. 
 
The PAWC Department of Infrastructure makes a distinction between disposal of sites to 
qualifying and non-qualifying beneficiaries.  For qualifying beneficiaries, the disposal should 
be determined on the basis of the per stand infrastructure cost.  For non-qualifying 

https://www.flisp.co.za/
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beneficiaries the sale value should be determined using fair market value, which may not be 
less than the input costs per stand. 
 
The directorate has assessed the applicability of the First Home Finance (FLISP) subsidy as 
a key affordability instrument. The subsidy provides qualifying beneficiaries with a once-off 
grant ranging from approximately R30,000 to R169,000, depending on income, which may be 
applied toward the purchase of a serviced stand and construction of a dwelling. This subsidy 
significantly reduces the effective cost burden on beneficiaries and is specifically intended to 
bridge the affordability gap in the GAP housing market. 
 
Considering this, a reduction of the stand price to R15,000–R20,000 is not financially 
sustainable, as it would result in a duplication of subsidy support.  
 
However, a moderated adjustment of the stand price to a range of R30,000–R40,000 may be 
considered as a balanced approach that: 
 

• Enhances affordability;  
• Leverages FLISP as the primary subsidy mechanism; and  
• Maintains partial cost recovery for the Municipality.” 

 
RECOMMENDATION OF THE ACTING MUNICIPAL MANAGER 

 
[a] That the Report on the Development of Erf 3339, Fisherhaven, Knysna – reduction in 

price per stand, be noted; 
 
[b] Council notes the request from the Steering Committee regarding the reduction of the 

stand price for Erf 3339; 
 
[c] That Council consider and resolve on the three options: 
 

(i) That non-qualifying applicants with a salary scale above R22,001 pay 
R52,352.00 per stand  

 
(ii) That qualifying applicants within the salary scale R3501.00 – R22,001 pay 

between R30,000- R40,000 per stand  
Or  

(iii) That the request of the Steering Committee be considered for qualifying 
applicants for R15, 000- R20,000 per stand, on a sliding scale based on salary 
(R3,501-R22,001).    

 
[d] That items [d] and [h] of resolution IHS05/05/25 be rescinded: 
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 APPENDIX / ADDENDUM 
 
FLISP subsidy scale  
 
File Number: 9/1/2/15 
Execution: Director: Integrated Human Settlements 
  Manager: Integrated Human Settlements 
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