REPORT OF THE PORTFOLIO COMMITTEE ON HUMAN SETTLEMENTS, CO-
OPERATIVE GOVERNANCE AND TRADITIONAL AFFAIRS IN RELATION TO THE
2014 — 3" QUARTERLY REPORT (OCTOBER-DECEMBER) OF THE DEPARTMENT
OF HUMAN SETTLEMENTS

1. INTRODUCTION

The Portfolio Committee on Human Settlements, Co-operative Governance and
Traditional Affairs (the Committee) has a Constitutional mandate, in terms of Section
114(2)(b) of the Constitution of the Republic of South Africa (Act 108 of 1996) read with
Rule 218 and Rule 131 of the Rules and Orders of the Mpumalanga Provincial
Legislature (the Rules) to oversee the performance of the Department of Co-operative
Governance and Traditional Affairs (the department) and hold it accountable through

various measures.
2. METHOD OF WORK

The Speaker referred the third (3rd) quarterly report of the Department of Human
Settlements to the Portfolio Committee on Human Settlements: Co-operative
Governance and Traditional Affairs for consideration and report back to the Legislature,
in accordance with Rule 218 of the Rules and Orders of the Mpumalanga Provincial

Legislature

On 11 March 2015, the researcher briefed the Committee on the 2™ quarterly report of
the above mentioned department. The Committee met with the Department of Human
Settlements on 17 March 2015, unfortunately the Department was sent back to review
the budget figures in the quarterly report and met again on 24 March 2015 to deliberate
in detail on the content of the quarterly report. The Committee then met on 31 March
2015 to consider and adopt the draft Committee report.
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3. BROAD OVERVIEW BY THE MEC

In her opening remarks, the MEC, Hon VS Siwela thanked the Committee for the
invitation to appear before the Committee to account on the spending of the
department's budget during the 2™ quarter - July-September 2014. The MEC profoundly
apologized to the Portfolio Committee for the mishaps that transpired in a meeting that
took place on 17 March 2015 as she was not present due to ill health. She reported that
a new Head of Department (HOD) has been appointed.

She further indicated that her Department was allocated a budget of R 1, 380 billion for
the 2014/15 in order to implement Outcome 08 namely: “Sustainable Human
Settlements and An Improved Quality of Household Life”. The Department had planned
to create 10 955 housing opportunities which consists of; Construction of top structures
for 7 755 houses and Servicing of sites for 3 200 stands. She reported on the

performance of the Department as indicated below:

Output 1% quarter 2" quarter 3 quarter cumulative
Sites 614 | 716 5613 6 943

Top structures 2 057 | 2329 1830 6216
Rental units 0 143 34 177

Total housing | 2 671 3189 7477 13 336
opportunities |

Having reported on the progress made, she indicated that the Department has already
exceeded its annual target of 3 200 sites due to projects that were carried over from the

previous financial year.
Issuing of title deeds

The MEC reported that in order to increase access to tenure security and land rights a
total of 10 000 properties will be transferred to rightful owners before the end of the
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2014/15 financial year. The MEC also reported that the Department has registered a
total of 7 816 title deeds which is made up as follows: (1% Quarter = 4 545; 2" Quarter
=1 543; and 3" Quarter = 1 728.

Financial Performance

The MEC reported that the House approved the budget of R1.380 billion for the

Department which is broken down as follows;

.0

R 233 Million or 17% of Equitable Share and R 1.147 billion or 83% of Human

Settlements Development Grant.

*,

< The Department has received an Equitable Share amounting to R 58.455 Million
and Human Settlement Development Grant (Conditional Grant) to the value of R
326.677 Million.

< The Department spent R689.765 million or 180% for this third quarter of the
projected and expenditure of R382.376 million which is broken down as follows.

< Equitable Share - R271.356 million or 72% of the projection of R375.766 million
for the 3" quarter.

< Human Settlement Development Grant — R418.409 or 132% of the projection of
R316.683 million for 3" quarter.

+ R 357.819 Million or 132% of the projection of R316.683 million for 3" quarter.

<+ The above spending for the quarters constitutes 50% (Quarter 3) of the Annual
Budget approved by the House versus the National Quarterly Benchmark of
25%.

In closing, the MEC indicated that the Department anticipates to fully spend it's
2014/15 Budget allocation and achieve its targets by 31 March 2015. The
Department will receive R70 million from National Treasury to be spent on youth
and women's projects. She further indicated that 196 units will be built in honour
of the Women'’s Month.
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4. BRIEF PRESENTATION BY THE HOD AND INTERACTION WITH THE
DEPARTMENT

The HOD briefed the Committee on the departmental performance on the financials and
non-financials. He further reported that the Department had overspent by 180.4% of the
projected expenditure of R382.76 million during the 3" quarter. He also highlighted the

spending of programme 2 & 3 as follows:

* Programme 2- over spent by R212 727 million spent due to funds transferred to
the Municipalities for Bulk Infrastructure of which the budget was allocated to the
Department during the adjustment budget.

< Programme 3 - overspent due to the servicing of sites taken at Goven Mbeki and

Victor Khanye Municipalities as well as the rental housing.

After both presentations, the Committee welcomed the overview by the MEC and
appreciated the courage shown on the information provided especially with regards to
the progress made on the title deeds, and the services that has already been rendered.
The Committee further commended the Department for the improvement made in
revising and packaging of the presentation as compared to the report that was
presented during the meeting held on 17 March 2015.

5. OVERVIEW OF THE BUDGET
5.1. Overall Performance of the budget

The Department had been allocated an adjusted total budget of R 1, 766 279 billion for

the 2014/15 financial year in order to implement Outcome 8.

SUMMARY OF EXPENDITURE

Programmes Adjusted Budget Actual Expenditure Projections to {Over)! Under
end of December end of March 2015 | spending Outcome of
2014 %
| (R'000) (R'000) (R'000) (R’000)
Administration I 119797 92 482 27 315 - 772 %

Report of the Portfolio Committee on Human Settlements and Co-operative Governance 3" Quarterly Report for October —
December 2014 - Department of Human Settlements Page 4




Housing Needs, [
Research & Planning | 333578 252 044 81534 - 75.6

Housing
Development,
Implementation &

Target | 1309253 1056 817 252 436 - 80.7%
Housing Assets

Management i 3 651 2739 912 - 75.0%
Total 1766 279 1404 082 362 197 | = 79.5%

The Committee noted that the above table refers to the summary of expenditure. All the
Programmes have spent above the Treasury bench mark of 75 % during the period
under review. The Department has exceeded the Treasury bench-mark by 4.5 %.

The Committee needed assurance from the Department that it will break even by the
31% of March 2015 owing to the fact it projects its expenditure at R 362 197 million
when it exceeded the Treasury bench mark during the period under review. The
Department in its response reported that the Contractors performance would be
monitored closely and non performing contractors would be dismissed, however the
termination of contractors would be a last option since most of these contractors are
emerging contractors. The Department will capacitate contractors to improve their

performance.

Economic Classification

Economic Adjusted Actual Projections to | (Over)/Under Outcome as % Budget
Classification Budget Expenditure the end of | Spending
{R’000) as end of | March 2015

December

2014 { R’000) {R’000)
Compensation  of | 157 302 113 422 34 690 9190 72.1%
employees |
Goods and Services 43 401 | 39073 12248 (7 920) 90.0%
Interest and rent on | - - - - -
land
Transfers and
subsidies 1534 909 1234213 300 813 (117) 80.4%
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Payments of capital
assets 30652 17 374 14 431 (1153) I 56.7%
J'

Payments for 15 - 15 - ‘ 0.0%

financial assets

Total 1766 279 1404 082 | 362 197 - ‘ 795 %

The table above represents the economic classification which indicates that only two
economic items has spent far below the Treasury bench-mark, namely compensation of
employees 72.1%, and payments of capital assets 56.7% whereas the other two
economic items were above Treasury bench-mark namely goods of services 90.0% and
transfers of subsidies as it has spent 80.4% during the period under review. The
Committee noted that the total expenditure amounts to R 1 404 082 billion = 79.5%
which is 4.5 % above the Treasury bench-mark of 75 % during the period under review.

The Committee noted with concern the grossly over spending by the Department and
wanted to know the reasons led to the overspending including the measures put in
place to prevent further over spending of the budget in the subsequent final quarter.

In its response the Department reported that, over spending is due to the accelerated
performance of contractors and additional funding was made available during the
adjustment budget process. To prevent further over spending, the Department
conducts close monthly monitoring of spending against plans in the APP and ensuring
that there are no commitments without budget. The Department also intends to institute
strict controls in terms of cash flow management. Contractors have been requested to

submit cash flow projections on allocated work to ensure cash flow management.
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