The Budgetary Review and Recommendation Report of the Portfolio Committee on Human Settlements on the performance of the Department of Human Settlements for the financial year 2009/10, dated 26 October 2010

The Portfolio Committee on Human Settlements, having assessed the performance of the Department of Human Settlements, reports as follows:

1. Introduction

In 2009, the President assented to the Money Bills Amendment Procedure and Related Matters Act (No.9 of 2009). It came into effect on 16 April 2009. The Act aims to provide for a procedure to amend money Bills before Parliament and related matters. In broad terms, the Act provides the procedure for Parliament to amend the budget, which includes the annual Division of Revenue Bill (although the bill is not classified as a money bill in terms of the Constitution), the Annual Appropriation Bill and Adjustments Appropriation Bill. Provision is also made for the procedure to amend other money Bills.

In light of the need to speed up progress on South Africa’s developmental challenges, government is shifting to target outcomes. To improve service delivery and increase accountability, the Presidency announced the adoption of 12 measurable outcomes, which will become the focus of policy and implementation. These objectives, with associated and defined targets should be reached by 2014, of which Outcome 8 speaks directly to the Human Settlement targets. 

The Department of Human Settlements was formerly known as the Department of Housing and this change came about during the reconfiguration of certain departments by the new Cabinet. In addition, the sanitation function which used to be under the then Department of Water Affairs and Forestry was transferred to the Department of Human Settlements.
During 2009/10, the South African economy was in recession, for the first time in 17 years. While a recovery was felt in the third quarter of 2009, many South Africans still feel the difficulties arising from the recession. Subsequently, the residential property market recorded a poor performance for the greater part of 2009/10.  
The Portfolio Committee on Human Settlement’s Budget Review and Recommendation Report is based on its engagement with the following documentation:
· 2009 State of the Nation Address.

· Department of Human Settlements Annual Report 2009/10.

· Department of Human Settlements Departmental 5-year Strategic and Performance Plans – 2009/14.

·  Portfolio Committee on Human Settlements   oversights reports for Eastern Cape, Western Cape, Gauteng and Free State provinces 2009 - 2010.

· Department of Human Settlements briefing notes on Outcome 8.
· Third Report of the Committee on Public Accounts on the Report of the Auditor General on the Special Audit of the N2 Gateway Project at the National Department of Housing, dated 16 February 2010.

· Report of the Auditor-General to Parliament on the Financial Statements of Vote No. 26: National Department of Human Settlements for the year ended 31 March 2010.

· Financial and Fiscal Commission Recommendations of 2010/11 Division of Revenue Bill in the Housing Sector.

· South African Human Rights Commission (SAHRC) Investigation Report into issues of Rule of law, Justice and Impunity arising out of the 2008 Public Violence Against Non-Nationals.

· Public Service Commission. Report on Financial Misconduct for the 2007/2008 Financial Year.

· Republic of South Africa. Millennium Development Goals Country Report 2010.

· National Treasury. Statements 1 April 2009 – 31 March 2010.

· National Treasury. Statement of National Revenue, Expenditure and Borrowing as at 31 August 2010.

The following Human Settlements entities:

· National Urban Reconstruction and Housing Agency. Annual Report 2009/10.
· National Home Builders Registration Council. Annual Report 2009/10.

· National Housing Finance Corporation. Annual Report 2009/10.
· Housing Development Agency. Annual Report 2009/10.
1.1 The role and the mandate of the Committee
· Consideration of legislation referred to it.

· Initiation and amendment of legislation.
· Exercising oversight over the Department of Human Settlements, its entities and implementing agents.
· Consideration of International Agreements referred to it.
· Consideration of the budget vote and annual reports of the Department of Human Settlements, its entities and implementing agents.
· Facilitating public participation in its processes.
· Facilitating appointments to statutory bodies.
· Consideration of all matters referred to it in terms of legislation, the Rules of Parliament or resolutions of the House.
· Undertaking oversight visits to provinces. 

· Learning from international best practice.
· Participating in international programmes or activities.
1.2 The Department

The aim of the Department of Human Settlements is to determine, finance, promote, coordinate, communicate and monitor policy in respect of housing and human settlements.

The vision of the Department is a nation housed in sustainable human settlements.  The mission is to facilitate an environment that provides sustainable Human Settlements.

2. Department’s Strategic Priorities and Measurable Objectives
2.1 Strategic Plans of the Department
· Strategic Pillar 1:  Mandated outcomes.
· Strategic Pillar 2: Coordination and alignment in Human Settlements Development.
· Strategic Pillar 3: Urbanisation and Spatial Management.
· Strategic Pillar 4(a): Key service delivery (Shelter development) priorities.
· Strategic Pillar 4(b): Shelter development governance.
· Strategic Pillar 4(c):  Shelter development reforms.
· Strategic Pillar 5:  Transformation and paradigm shift.
· Strategic Pillar 6:  Institutional realignment.
2.2 Measurable Objectives of the Department

Strategic goal 1:

Administration: Provide strategic leadership, administrative and management support services to the Department.
Strategic objectives:
· Executive Support Services provides executive support.
· Internal Audit, Risk Management and Special Investigations coordinate the provision of Internal Control, Risk Management and Special Investigations services.
· Corporate Support provides corporate support to the department that will enhance a quality work life in terms of acquisition of office accommodation, security services and records management services.

· Human Resource Management manages and provides human resource administration, organisational design and performance management, labour relations and human resource development.
· Information Technology and Systems provides information technology systems, services, infrastructure and business application support in the Department.

· Legal Services provides legal services in the Department which includes the development of human settlements legislation.

Strategic goal 2:

Housing Policy, Research and Monitoring: To manage the development, promotion, monitoring and evaluation of sustainable human settlements policies and programmes supported by responsive research.
Strategic objectives:

· Policy develops national human settlements and housing policies and provides policy formulation and interpretation assistance. The subprogramme also maintains the National Housing Code.

· Research initiates, undertakes and manages responsive research on integrated human settlements.

· Monitoring and Evaluation monitors, evaluates and assesses the implementation, performance and impact of national housing policy and programmes.
Strategic goal 3:

Housing Planning and Delivery Support: Support implementation and delivery, build capacity, and liaise and communicate with stakeholders for effective housing and human settlement programmes.

Strategic objectives:

· Programme Implementation Support provides support to provinces and municipalities to implement housing and human settlement projects and upgrade informal settlements.
· Rental Housing and People’s Housing Process manages the implementation of the social and rental housing programme and the People’s Housing Process.
· Stakeholder Mobilisation manages relations, mobilises, and collaborates with stakeholders in the non-government sector.

· Capacity Development builds capacity for housing administration and delivery in municipalities and provinces and promotes sustainable housing delivery and community empowerment.

· Priority Projects Facilitation is responsible for managing priority housing and human settlement projects nationally. These projects are funded from provincial budgets.

· Human Settlement Planning is responsible for managing human settlement planning processes and supporting the implementation of human settlement and housing development frameworks. This subprogramme was moved from Housing Policy, Research and Monitoring.
· Sanitation Services promote universal access to sanitation services by managing and administering the sanitation programme.

Strategic goal 4:

Housing Development Finance: Fund housing and human settlement development programmes. Provide financial and grant management services. Promote investment in housing finance. Mobilise and promote financial probity within housing institutions. Manage all matters provided for by the Home Loan and Mortgage Disclosure Act (2000).
Strategic objectives:

· Financial and Funds Management provides overall financial and grant management services, including financial support, internal control, supply chain management and budget management, as well as grant management services and systems support. Funding is mainly used for salaries and other personnel related costs.

· Housing Equity manages activities related to the office of disclosure, housing aspects of the Financial Services Charter, and mobilising and promoting investment for housing development. Funding is mainly used for salaries and other personnel related costs.

· Integrated Housing and Human Settlement Development Grant reflects the conditional grant allocation that is transferred to the provinces. Funding is provided on the basis of housing needs, the number of households earning less than R3 500 per month, and the population in the province.

· Sanitation grant the conditional grant supports the development of infrastructure for sanitation services at provincial level.

· Contribution makes contributions to the housing institutions. Funds are transferred on the basis of a public entity meeting the governance and financial management requirements stipulated in the Public Finance Management Act (1999).
Strategic goal 5:

Strategic Relations and Governance:  Coordinate the Department’s mandate within the intergovernmental relations framework, manage international relations, and promote good governance practices within the Department and its public entities. Provide timely and integrated business information to the Department.
Strategic objectives:

· Management Information Services manages the development and implementation of integrated business solutions and data and information, and provides knowledge services
· Intergovernmental Relations and International Relations facilitates the Department’s participation in and management of international and intergovernmental relations.
· Communication manages communication and public relations. Housing Institutions provides oversight management of housing institutions, including monitoring, analysing and reporting on financial and non-financial performance and corporate governance.

· Strategic Management manages overall Organisational planning and supports the strategic management and operations of the Department. 

· Transformation develops and manages transformation programmes in compliance with the national policy framework and international human rights’ instruments and directives.

· Contributions make contributions to the housing institutions and the Habitat Foundation to support the work of the United Nations human settlement programme.

3. Analysis of the Department’s Prevailing Strategic and Operational Plan 
3.1 Medium Term Strategic Framework

The Medium Term Strategic Framework (MTSF) positions human settlements as a key to achieving two strategic positions, i.e. expansion of social and economic infrastructure, and building cohesive, caring sustainable communities. 

The shift in focus from housing to human settlements was due to the realisation that housing is not just about building a shelter over people’s heads. Instead, it is about economic growth and social development that are in balance with the carrying capacity of the natural system on which people depend for their existence, and which subsequently results in sustainable development. The Breaking New Ground (BNG) programme is regarded as a response to this challenge. 

3.1.1 Guidance and support for implementing policy

Over the MTEF period, the Department of Human Settlements will emphasise providing guidance and support on policy implementation. This will include direct support to provinces and municipalities on the implementation of projects, supporting projects where there are blockages, and facilitating cooperation with the private sector.

Further, the Department will continue to refine the role of municipalities in the housing delivery chain, as well as to establish the necessary mechanisms for the rollout of accreditation, as provided for in the Housing Act (No.107 of 1997).

3.1.2 Housing and quality audit

A preliminary housing quality audit is being conducted by the Department and will focus on the persistent and chronic problems in the delivery of quality houses and in the allocation subsidies to non-qualifying beneficiaries.

3.1.3 Addressing spatial planning challenges      

Having adopted a comprehensive approach to human settlements, the Department will look at key challenges around spatial planning, such as urbanisation and migration patterns, and the further mushrooming of informal settlements. 
3.1.4 Coordinated sanitation programme

The acquisition of the sanitation function will ensure that the provision of sanitation services countrywide is consolidated and coordinated.

3.1.5 Key policy developments

The national housing code was updated in 2008 in line with the comprehensive plan for sustainable human settlements. Focusing on particular areas, such as informal settlements upgrading, integrated residential development, and rural and social housing, the code provides for considerable flexibility in contracting strategies and aims at improving urban efficiency by focusing on the development needs of an entire community or area

The Department identified the following challenges: inadequate planning, lack of coordination and integration of different government functions. Social cohesion and spatial capital; to a large extent housing delivery still negates the role of civil society and the citizens themselves, therefore undermining social capita and building dependency on the state while burdening the state and compromising its delivery capacity.

3.2 Outcome 8
The January 2010 Cabinet Lekgotla accepted an Outcome-Based Approach to service delivery. For each outcome, a limited number of measurable outputs with targets.  Each output is linked to a set of activities as prepared by the Presidency.  While a total of 12 Outcomes were identified, Outcome 8 speaks directly to Human Settlement targets.  Outcome 8 seeks to “create sustainable human settlements and improve the quality of household life”. 
3.2.1 Targets

Specific departmental performance targets will be finalised once service delivery agreements are concluded in support of the identified outcomes. This process will be overseen by new functions within the Presidency, with R180 million allocated over the medium term expenditure framework (MTEF), i.e. 2010/13.

· Output 1: Accelerated Delivery of Housing Opportunities

The housing function is a concurrent function and therefore the agreement for this output will be signed between the Minister of Human Settlements and the provincial MEC’s. This agreement is still applicable should accreditation to level 2 be granted to a municipality as per the accreditation framework. 

The agreement for output 1 specifies the target for each province to contribute to the national targets:

Table: Targets informal settlements and rental units 
	Provincial Departments 
	Provincial % Allocation Formula
	Informal Settlements Households
	Rental Units

	EC 
	14.86
	59 440
	11 888

	FS 
	6.60
	26 400
	5 280

	GP 
	24.19
	96 760
	19 352

	KZN 
	19.05
	76 200
	15 240

	LP 
	7.80
	31 200
	6 240

	MP 
	6.62
	26 480
	5 296

	NC 
	2.33
	9 320
	1 864

	NW 
	7.21
	28 840
	5 768

	WC 
	11.34
	45 360
	9 072

	Total 
	100
	400 000
	80 000


· Output 2: Access to Basic Services 

The following 4 targets were set, of which the Department of Human Settlements is responsible for the sanitation function.

· Water from 92% to 100%.
· Sanitation from 69% to 100%.
· Refuse removal from 64% to 75%.
· Electricity from 81% to 92%.

· Output 3: Release of well located land and properties owned and held by the state in the national sphere of government for purposes of housing and human settlements development
This is an agreement between the Ministers of Human Settlements, Public Enterprises, Public Works and Rural Development and Land Reform. 

The Ministers agree that in order to achieve the objective of this agreement, a robust mechanism be introduced to harvest public land from the national spheres of government and secure such land for human settlements development purposes. The delivery agreement outlines the action plan to achieve the objective of releasing state land and guide the efforts of their respective Departments.

· Output 4: Improved Property Market 

The objective is to develop and implement a Mortgage Insurance programme. Mortgage Insurance programme is a new initiative in the housing finance landscape of South Africa, and it is aimed at stimulating market confidence in the housing finance market. 

Given the current work conducted by National Housing Finance Corporation (NHFC), it requires close monitoring and follow-up by the Committee. 
3.2.1 Critical issues raised by the Department on Outcome 8, i.e. concurrent functions and accountability
· The concept of a performance agreement is a new concept in political governance and requires a mind shift in the way in which matters are approached in different spheres of government.
· The performance management framework requires a change from the current compliance based framework to one that is based on inputs, activities and outputs which realise the developmental outcomes government wants to achieve. 
· The current intergovernmental relations framework allows for consensus on matters of cooperation and needs to be amended to allow for more persuasive measures that enforces cooperation and coordination.

· Notwithstanding the concurrent functions of the “housing” function, the Housing Act prescribes that provinces and municipalities are developers and implementers with national as a policy, monitoring and oversight function. This is reinforced by the current classification of the grant and requires reclassification to allow for a framework that allows the national Department to have greater control and prescription over the use and application of the grant. Currently it is a Schedule 4 and would require consideration of splitting it into different schedules to allow for flexibility and cross sphere application.
· It is also deemed appropriate that due consideration be given to allow for the grant to have more than one framework which would then allow for support of a full human settlements development mandate of the Department in a short to medium term period. 

In addition, R1 billion is allocated to the Integrated Housing and Human Settlement Development grant, to ensure accelerated housing delivery. Consolidated spending on housing, water services and community amenities amounts to R81.6 billion in 2009/10 rising R93.2 billion in 2010/11.

Consequently, this will benefit people who earn between R3500 and R9000 a month. These members of the property market often find that they earn too much to qualify for the state housing subsidy, but too little to be able to access a bond from a bank thereby broadening access to housing.

4. Analysis of Section 32 Expenditure Reports 
4.1 The Overall Departmental Allocations and Expenditures 2009/10 

The Department of Human Settlements was allocated an amount of R13.589 billion in the 2009/10 financial year, which is 3.0% of the main budget. This main appropriation was adjusted upwards by R16.232 million to R13.605 billion during the adjustment period in the same year. The Department only spent R13.372 billion or 98.3% at the end of the 2009/10 financial year, which is R233.270 million or 1.7% under-spending. 

The under- spending by the Department emanated from the following programmes
:

4.1.1 Administration: Programme 1 was allocated a total budget of R167.770 million after the adjustment. The programme has only managed to spend R113.855 million or 67.9% of this budget by year end.  This means that the Programme has an unspent balance of 31.1% of the budget.  The lower than anticipated expenditure was due to unfilled vacant posts in this programme, unspent funds for furniture and other equipment, adverts for recruitments and accommodation, transport and travel subsistence allowance
. 

4.1.2 Housing Policy Research and Monitoring: Programme 2 was allocated a total amount of R67.175 million after adjustments, but only managed to spend R44.676 million or 66.5% of this budget. The under-expenditure is due to the reduction in printing costs for the 2009 Housing Code, travelling costs, and consultants. 

4.1.3 Housing Planning and Delivery Support: Programme 3 was allocated a total amount of R169.506 million in the 2009/10 financial year. The Programme only spent R98.589 million or 58.2% at the end of the financial year. This high level of under-spending emanated from delays in the implementation of the community outreach programme which was intended to provide housing in the Diepsloot area. 

4.1.4 Housing Development Finance: Programme 4 was allocated a total budget of R13.034 billion in the 2009/10 financial year and managed to spend R12.988 billion or 99.6% of the total budget allocation by year end. This only reflects 0.4% under-spending of the total budget of this programme. The under-spending was as a result of costs cutting measures such as the Department developing an in-house strategy to deal with certain services which were previously outsourced, hence saving on consultant fees.  Savings were also made through the reduction on stationery and printing associated costs. The under-spending also emanated from the unspent funds which were earmarked for the Social Housing Regulator Authority which was allocated R34.9 million after the adjustment period.  

4.1.5 Strategic Relations and Governance: Programme 5 was allocated a total adjusted amount of R166.659 million in the 2009/10 financial year. Of this adjusted amount, only R126.654 million or 76.0% of the total budget of this programme was spent by year end.  This under-spending was as a result of unfilled vacant posts, less spending on the acquisition of computer services and there was also no expenditure on the planned municipal accreditation assessment.

4.2 Roll Overs of the Unspent Funds to the 2010/11 Financial Year

The level of under-spending in the above section is an indication that the Department might apply for roll overs to the National Treasury for the 2010/11 financial year. Depending on the circumstances, certain rollovers may be approved by the National Treasury whilst others may not. Looking at Table 1 below, about R270 million rollovers were requested at the end of the 2009/10 financial year, however, only R82.6 million was approved by National Treasury. 

Table: Approved Roll Overs for the Department 

	R Thousand
	Requested
	Approved

	Department of Human Settlement
	270  508
	82  678

	Software Licence
	1 900
	1 900

	File Server
	5 252
	5 252

	Establishment of Social Housing Regulator Authority
	34 999
	34 999

	Impact Evaluation Study
	1 209
	1 209

	Completion of Tenders
	7 798
	7 798

	Rural Sanitation Services Infrastructure Programme
	-
	31 520

	Furniture
	350
	0

	Audit of Beneficiaries of occupying subsidised houses
	8 000
	0

	Community Outreached Programme
	50 000
	0

	Integrated Human Settlement Conditional Grant
	161 000
	0


Source: National Treasury (2010)

4.3 Virements and Shifting of Funds from and to, within and between Programmes during the Adjustment Period in line with the Legislative Framework (PFMA)


Though section 43 of the Public Finance Management Act (No 1. of 1999) makes provision for the virements and shifting of funds from one programme to the other, as well as movement of funds within the programme, there are certain requirements that need to be met by an accounting officer. These conditions are as follow:

Section 43 (2) of the Public Finance Management Act provides that “the amount of a saving under a main division of a vote that may be utilised in terms of (1) may not exceed 8% of the amount appropriated under that main division.”
 Moreover section 43 (4) states that this section does not authorise the utilisation of a saving if:

(a) An amount is specifically and exclusively appropriated for a purpose mentioned under a main division within a vote;

(b) An amount appropriated for transfers to another institutions; and

(c) An amount appropriated for capital expenditure to defray current expenditure.    

4.3.1 Virements and Shift of Funds per Programme

· Programme 1: The Department was allocated R198.540 million in programme 1 but an amount of R30.770 million was shifted from this programme to other programmes. Therefore this programme ended up with an available budget of R167.770 million after adjustments of which only 68% was spent
. 

· Programme 2: The Department was allocated an amount of R58.000 million for this programme; however, an amount of R14.175 million was received by this programme while an amount of R5.000 million was taken away and allocated to other programmes during the adjustment period. The programme ended up with an available budget of R67.175 million after the adjustment period of which only 66.5% was spent.  

· Programme 3:  The Department was allocated an additional budget of R31.020 million in respect of this programme during the adjustments period, hence the total adjusted budget amounted to R169.506 million in the 2009/10 financial year. This programme; however, only managed to spend R98.589 million or 58.2 % the end of the financial year.

· Programme 4: The Department was allocated an amount of R13,011 billion in programme 3 but an amount of R19.354 million was added to this programme during the adjustment period.  The Department ended up with a final appropriation of R13.034 million after the adjustment period of which 99.6 % was spent. 

· The Social Housing Foundation as a sub programme of the Housing Development Finance Programme has received an amount of R240.000 million during the adjustment period and managed to spend 100% of this budget.

· The Thubelisha Homes as a sub programme of the Housing Development Finance Programme received an amount of R18.700 million as an additional budget during the adjustment period and managed to spend 100%.

· The Department has taken away an amount of R240.000 million and R10.000 million from the Social Housing Regulatory Authority as a sub programme of the Housing Development Finance Programme to fund other programmes
. 

· Programme 5: An amount of R17.547 million was taken away from this programme to fund other programmes during the adjustment period. This programme also received an amount of R2.000 million from other programmes but only spent 76% of the total budget. 

· An amount of R16.232 million was received as an additional allocation to the total departmental budget during the adjustment period hence the budget increased from R13.589 billion to R13.605 billion at the end of the 2009/10 financial year. 
4.4 First Quarter Expenditure Report for Financial Year 2010/11 


In the 2010/11 financial year, the Department of Human Settlements was allocated a total budget of R16.201 billion. In the first quarter of the 2010/11 financial year, the Department only managed to spend R3.637 billion or 22.5% of the allocated budget. In the beginning of the financial year, the Department had projected to spend about R3.8 billion in the first quarter but only R3.6 billion could be spent. This reflects R200 million or 2.6% under-spending. 

The Department experienced slower than expected expenditure in all programmes, with the exception being Programme 4: Housing Development Finance
.

Administration: Programme 1 spent R25.201 million or 14.3% of its total budget of R176.175 million by the end of June 2010. The under expenditure by this programme was a result of a delay in the signing of the contract with Special Investigative Unit. Further underspending relates to a dispute with the Department of Public Works in relation to office accommodation, funds will be spent once the dispute is resolved.
Housing Policy Research and Monitoring: Programme 2 spent R4.763 million or 10.4% of its total budget of R45.907 million by the end of June 2010.The under expenditure was attributed to delays in the issuing of tenders related to the evaluation study on the upgrading of informal settlements and the performance of rental housing.

Housing Planning and Delivery Support: Programme 3 spent R23.742 million or 11.5% of its total budget of R206.831 million by the end of June 2010. The under expenditure was attributed to challenges relating to sanitation function.

Strategic Relations and Governance: Programme 5 spent R12.092 million or 6.9% of its total budget of R174.442 million by the end of June 2010. The under expenditure was attributed to the SITA for the maintenance of Housing Subsidy System not furnishing the Department with an invoice for services rendered.

With respect to economic classification, all three categories recorded under-expenditure in the 1st quarter of the 2010/11 financial year. 

According to the Department, under-expenditure related to current payments was due to delays in the following: 

· Signing the contract with Special Investigative Unit.
· Issuing tenders for impact and evaluation studies on rental housing, and informal settlement upgrading.
· Invoices not received on time from SITA for the maintenance of Housing Subsidy System.
· Slow implementation support on the rural sanitation programme.  

The level of under-expenditure in respect of capital payments was a result of:

· Delays in transfers from the Rural Households Infrastructure Grant.

· Given that sanitation is the new function in the Department, it has been experiencing some delays in contracting service providers in order to provide on-site training to rural households on the maintenance of the infrastructure before it is installed.  

The level of under-expenditure in respect of transfers and subsidies was due to the fact that transfers to public entities were not made due to delays in the finalisation of the business plans of the Housing Development Agency and Rural Housing Loan Fund. The Department has indicated that the plans will be finalised in June 2010 and funds are expected to flow from July 2010.

4.6 Expenditure as at 30 August 2010

In the month of August the Department of Human Settlements spent R1.389 billion or 8.6% of the total allocated budget of R16.201 billion.

Total expenditure by the Department as at 30 August 2010 is R6.355 billion or 39.2% of the allocated budget.

5. Analysis of the Department’s Annual Report and Entities
5.1 Performance overview

Programme 1: Administration 

Due to the changes in Cabinet during May 2009, the Department also effected changes in order to reconfigure and reorganize its structures. This resulted in its renaming from being the Department of Housing to Department of Human Settlements in July 2009. The naming convention of the Information Technology system was affected and all systems were adjusted accordingly.

Further, due to the transfer of sanitation function, the workload and its regional offices, the Department had to conduct additional personnel and administrative tasks. The appointment of staff members from the Department of Water Affairs had to be done manually because PERSAL did not transfer them programmatically.
Instead of four quarterly reports presented to the Audit Committee, the Department only managed two. The lack of office space negatively impacted on filling the vacant posts in the Department.

Programme 2: Housing Policy, Research and Monitoring

During 2009/10 the Department initiated seven beneficiary occupancy audits in provinces. Because the performance indicators for the Department are very vague, it is unclear whether they were completed and exactly how many audits were planned. The Department initiated a process to verify and confirm housing delivery as reported by the provincial departments. A policy framework for establishing a housing programme for persons with special housing needs was completed, but yet to be deliberated with the Department of Social Development, since it focuses on children who are destitute/ and or lost both their parents and/ or guardians.

Programme 3: Housing Planning and Delivery Support

A number of challenges were encountered in terms of facilitating priority projects due to vacancies in the Department. For example, this limited the level of technical and project management support given to priority projects, as well as tracking progress with some of the projects. Further, this resulted in an inability to ensure projects comply with the national housing policy and programmes, as well as compliance with national norms and standards.

Priority projects are also facing a challenge in terms of the timely provision of socio-economic amenities. This is due to a misalignment of the Human Settlements priorities and those of relevant sector departments. This requires greater inter-sectoral collaboration and coordination.

The Department reported a lack of budgeting or planning for the implementation of the People’s Housing Process (PHP) in provinces, as well as a general resistance to implementation by some provinces.

A major concern is the Department’s vague service delivery indicators it set for itself in terms of the empowerment and support of women and youth in human settlements. The Department claims “partial” achievement of targets, but since these are not measurable or time-bound, performance cannot really be assessed. 

Programme 4: Housing Development Finance

The bulk of the Department budget is appropriated to Programme 4, through the Integrated Housing and Human Settlement Development Grant. During the 2009/10 financial year, the Department evoked sections 26 and 27 of the Division of Revenue Act to stop and re-direct funds from the Eastern Cape and North West province. In terms of the North West, R52 million was reallocated to the Northern Cape in terms of an agreement between the two provinces to finance former cross-border towns. In the case of the Eastern Cape, R270 million were re-directed to Gauteng, Free State and Mpumalanga. This was because the province could not indicate that it has capacity to spend all funding. 

Programme 5: Strategy Intergovernmental Relations and Governance

Financial austerity measures imposed on international travel impacted negatively on maintaining international relations. Over the medium term, it is likely that the Department will continue to dramatically scale down its international activities. It is anticipated that this will reduce South Africa’s ability to advocate for issues affecting the poor, as well as developing countries in the international arena.  In addition, this also has implications for South Africa’s exposure to international best practice and to emerging approaches to human settlement development. To reduce this risk, the Department is pursuing stronger partnerships with the local presence of United Nations Habitat and the World Bank. 

In terms of communication services, the Department re-viewed it strategy from media campaigns to the Minister’s approach which relies less on media space. The Department also faced accommodation-related challenges which impacted on the ability to fill vacancies, as well as managing staff who were not always accommodated with their colleagues. The Department reported the lack of clarity about the functional mandate on youth and gender issues between the sub-programme transformation and sub-programme Stakeholder Mobilisation.

5.2 Departmental Entities

Following is an overview of entities reporting to the Department:

5.2.1 National Urban Reconstruction and Housing Agency (NURCHA)

NURCHA’s strategic focus is on the financing of building contractors in the housing industry, specifically subsidised, affordable housing and related community infrastructure.  

During 2009/10, NURCHA financed 119 contractors that produced more than 19 172 housing units and 48 infrastructure and community facility projects. More than 80% of the entrepreneurs supported were black, of whom an increasing number are women contractors. Performance challenges during 2009/10 include the failure of employers to allocate tenders, late payments by employers (especially government department and State-owned Enterprises (SOEs)), reliance on final accounts and retention money to settle debt. 

5.2.2 National Home Builders Registration Council (NHBRC)

NHBRC’s mandate is to protect housing consumers from unscrupulous homebuilders. It provides an exclusive regulatory function in the home building environment.

During the year under review, the NHBRC registered a total of 3 616 new building contractors, against a target of 4 096 it set for itself. Further, a total of 10 366 contractors already registered managed to renew their registration with the NHBRC, against a target of 13 079.  

Only 66 180 subsidy sector housing units were enrolled with the NHBRC during 2009/10, compared to a target of 246 913. The NHBRC exceeded its target for providing training to contractors during 2009/10. Instead of training 6 500 contractors, the NHBRC managed to training a total of 7 555 contractors.\
The NHBRC reported a significantly delays in payments made by provincial department to the NHBRC. Subsequently, the NHBRC finds itself having to utilise its reserves. Further, the NHBRC reported that the Eastern Cape, Kwazulu-Natal and Limpopo provinces are facing challenges with contractors of poor quality. However, Eastern Cape is deteriorating drastically, hence the fact that blocked projects cannot be unblocked. 

In the Eastern Cape projects are not enrolled with to the NHBRC; hence the province has the worst structural defects. Therefore, the Eastern Cape province cannot submit claims to the NHBRC. 

5.2.3 National Housing Finance Corporation (NHFC)

The NHFC was established, as a development finance institution and is mandated to make housing finance accessible and affordable to low to middle income households. It is also responsible for mobilising and raising private sector funding for housing purposes. 
The 2009/10 financial year was a challenging one for the NHFC due to the global financial crisis. Amongst others, continued declining interest rates although favourable to consumers, led to decreased interest income for the NHFC.  Profit before tax was 51% lower than the previous year. However, the NHFC secured external funding. It also conducted a feasibility study based on introducing a Mortgage Loan Default Insurance (MI) in South Africa. The introduction of the MI is aimed at strengthening and expanding the housing finance system and addressing the constant challenge of affordability and accessibility, for the underserved segment of the housing market. 

5.2.4 Housing Development Agency (HDA)

The HDA’s purpose is to identify, acquire, hold, develop and release state and privately owned land for residential and community purposes and for the creation of sustainable human settlements.  In essence, it assists provinces and municipalities with land acquisition, project development and management.

The HDA identifies one of its most notable achievements as having brought stability and a credible governance and management framework to the N2 Gateway Project. It also established a land inventory and information system based on a geographic information system (GIS), i.e. the Land and Spatial Information System (Lapsis).  However, the coordination of land transfers between departments has been a challenge, as well as the absence of a medium –term planning framework in many municipalities.

It was reported that there is 121 million hectares land space available in South Africa, of which 13.5 million is state owned land. Out of 13, 5 million hectares available, 28 000 hectares is suitable for, and has been identified for human settlements development.  Some land is vacant and some occupied.  Ongoing work for the release of the land may be required, but it is likely that about 80% out of the 28 000 hectares may be acquired.
The SERVCON portfolio has not yet been transferred to the HDA, pending its legal closure. 

5.2.5 Rural Housing Loan Fund (RHLF)

RHLF operates as a wholesale lender to retail intermediaries with the main aim to provide housing development finance to the low income rural market, in order to create improves the housing conditions of the poor. 
The RHLF reported that it targeted to disburse 37 400 loans, and managed to disburse 33 112 loans, of which 59% were women and public sector employees.  Loans to the value of R50 million was disbursed, although the demand declined due to the level of indebtedness. Interest rates on loans will be reduced, since RHLF will be supported by government in future. 
5.2.5 Social Housing Regulatory Authority (SHRA)

The SHRA regulates social housing institutions that receive funds from government for the construction of low and medium income rental housing.

SHRA was established during the current financial year, i.e.  April 2010, and therefore no annual report was published for 2009/10 financial year.
6. Consideration of Reports of Committee on Public Accounts (SCOPA)
The Third Report of SCOPA on the Report of the Auditor General on the Special Audit of the N2 Gateway Project at the National Department of Housing, dated 16 February 2009/10

6.1 Background

The Auditor–General (AG) was requested by the National Department of Housing (NDoH) to conduct a special audit of the N2 Gateway Project (N2GP). The audit focused on the N2GP from its inception, as well as the achievements of goals regarding sustainable human settlements and the collaboration of the three spheres of government to achieve successfully the common objective. The report highlighted challenges encountered during the audit and management comments received from the accounting officer on the 3rd of March 2008 and 5th of June 2008.

6.2 Report of SCOPA
SCOPA heard and considered evidence from the Director General, Head of Department and Accounting Officers of the following Departments & Entities:

· National Department of Human Settlements

· Western Cape Department of Local Government and Housing

· City of Cape Town

The AG made the following findings:

6.2.1 Enabling Legislation and Policies

a) The specific roles and functions allocated to the different spheres of government in terms of the Housing Act and the Social Housing Policy were not adhered to.

b) The roles and responsibilities set out in the Memorandum of Understanding (MoU) were not clearly defined and were inconsistent within the terms of the MoU resulting in uncertainties as to who needed to take responsibility for, and ownership of which specific functions.

c) The Steering Committee established in terms of the memorandum of understanding (MoU) stopped functioning properly after 10 May 2006.

SCOPA recommends that:

· The completion of the project must conform to the prescripts of national legislation on housing and that the National Department of Human Settlements should monitor compliance by all stakeholders.

· The current Memorandum of Understanding (MoU) should be reviewed to clarify the roles and responsibilities of all stakeholders.

· SCOPA noting that the N2 Gateway Steering Committee is now meeting, recommends that the Department of Human Settlements must monitor the proper functioning of the Steering Committee.

6.2.2. Planning

The AG made the following findings:

· The business plan for the construction of the N2 Gateway Project had not been finalised and approved before the actual construction of the N2 Gateway Project and no final approved business plan was submitted to the audit team.

· The selection of beneficiaries was not finalised prior to the commencement of construction, resulting in the non-compliance with the prescribed requirement of listing the beneficiaries in the final business plan and loading these details on the National Housing Subsidy database prior to the project implementation.

· The National Housing Code, The Breaking New Ground Plan and the draft business plans were not consistent with regard to qualifying criteria for proposed beneficiaries, especially in respect of the monthly household income requirement. It was also noted that the criteria communicated to the different communities were not consistent.

· The identification and securing of sufficient land was not finalised prior to the construction of the N2 Gateway Project and that the geotechnical surveys indicating the true seriousness of the soil problems were not compiled prior to the commencement of the project.

SCOPA recommends that the Accounting Officer ensures:

· The final business plan be aligned to applicable policies such as the National Housing Code and the Breaking New Ground Plan.

· The selection of beneficiaries should be in line with applicable policies and that National Department of Human Settlement should monitor compliance to applicable policies.

· Proper planning relating to the investigation of the availability and suitability of land must be undertaken within realistic timeframes.

· The professional advice from dully appointed housing official with regard to the risks associated with the project proposed timeframes must not be compromised.

· Funding should be secured prior to the project implementation and the three spheres of government should ensure that the funding required in terms of business plan is realistic.

· The SCOPA notes that since the hearing with the Department of Human Settlements, the business plan of the project has been finalised and adopted by the Department.

6.2.3 Appointment of previous Project Manager

The Auditor-General made the following findings:

That the previous project managers were appointed in spite of the following:

· The company failed to prepare its costing in compliance with the terms and conditions of the request for proposal (RFP), thereby rendering its bid non-responsive.

· The supply chain management committee awarded the contract to the company based on the Goods, Services and Property Advisory Board’s recommendation, notwithstanding the fact that the company was ranked number 6 in the evaluation Committee’s assessment.

· The National Department of Human Settlements was not represented in the evaluation committee, even though the RFP stipulated it would comprise officials from all spheres of government.

· No formal contract was entered into with the company.

· The company lacked in-house and specialist expertise to perform various project management functions, with the result that the company obtained a third-party specialist and the company raised a 10% mark-up on these services.

· The project management fees paid to the company exceeded the industry norm by 4% and were not performance based, as the company was paid 254% of the original tender amount (R12 080 653) although the N2 Gateway Project had not yet been completed.

SCOPA recommends that:

· The Accounting Officers ensure that there is proper monitoring and compliance with applicable legislation and policies to avoid mismanagement and abuse of processes.

· The Accounting Officers of National and Provincial Department of Human Settlements and the City of Cape Town should take disciplinary or legal action against implicated individuals and initiate processes to recover lost funds where appropriate.

6.2.4 Quality of Units at Joe Slovo Phase 1

Various physical shortcomings were identified by the Social Housing Foundation as well as the AG which included, amongst others:

· The certificate of completion for the building contract issued by the principal agent was erroneously issued.

· Compliance with registration and inspection procedures ranging from the National Building Regulations to the National Home Builders Regulatory Council (NHBRC), construction regulations, inspection by local authorities and professionals and occupation certificate could not be verified.

· Site inspections revealed numerous cracks in the walls and floors, peeling paint, doors that were not fitted properly, loose fittings and uncovered drain pipes and blocked drains.

SCOPA recommends that:

· The Accounting Officers ensure that all physical defects be rectified in line with building regulations.

· Disciplinary actions or sanctions be instituted against officials or entities that did not comply with building regulations and inspection procedures.

6.3.5. Conclusion

Subsequent to the hearing, the SCOPA undertook a site visit to the N2 Gateway and established that whilst the Department contends that the repairs were done to the units, there are serious deficiencies in the units and this matter requires urgent attention.

7. Consideration of Other Sources of Information
7.1 Auditor-General Report

As the case the previous year, the Auditor-General (AG) provided an unqualified report to the Department of the Human Settlements for 2010. The AG did, however, emphasise the following three issues.

7.1.1 Emphasis of matter

· Basis of accounting: The Department’s policy is to prepare financial statements on the modified cash basis. 

This issue was highlighted by the AG, since the South African public service is gradually moving towards Generally Recognised Accounting Practices (GRAP). The Department’s use of the modified cash basis of accounting is not contravention of any legislation or regulations. 

· Irregular expenditure: Irregular expenditure to the value of R920 000 where proper procurement processes were not followed. Further, officials acted in vacant positions without the relevant approval – this constituted non-compliance with Public Service Regulations.

· Significant uncertainties: The Department is a defendant in various legal disputes, of which the outcome cannot be pre-determined.  An amount of R72, 438 million was disclosed as contingency liability.
The Department cannot budget for liability such the one mentioned above. This amount does pose a risk because should the Department lose all its court cases, it may become liable for this amount, and it would have to recover it from its operational activities. The AG highlighted this issue because it poses a possible risk to the Department.

7.1.2 Report on legal and regulatory requirements

The report focuses on pre-determined objectives (as stated in strategic plan), compliance with the Public Finance Management Act (No. 1 of 1999) (PFMA), Division of Revenue Act, and financial management of Department (i.e. internal control).

1. Pre-determined objectives

· Submission of strategic report: Treasury Regulation 5.2.1 and 5.2.2 requires that an accounting officer of a national department provide Parliament with a strategic plan at least 10 days prior to the discussion of the Department’s budget vote. This did not happen.

· Reasons for major differences between planned and actual reported targets were not explained: There are major discrepancies between the planned (as stated in 2009/10 Operational Plan) and actual targets reported for Programme 3: Housing Planning and Delivery Support. Adequate explanations were not provided for this deviation.

· Reported performance information not received in time: The AG could not verify 54% of the reported targets of Programme 3: Housing Planning and Delivery Support, since information was not received in time for audit purposes.

2. Commenting on the usefulness of reported performance information

· Changes to planned performance information not approved:  The Department reported on objectives, indicators and targets which were in addition to, and different from those in the approved 2009/10 Operational Plan. These changes were not approved subsequent to the strategic planning process.

· Changes to planned performance not disclosed in annual performance report: The National Treasury preparation guide for annual reports indicates that changes to targets and indicators from the approved 2009/10 Operational Plan should be disclosed and explained. The Department did not disclose this in their annual performance report (which is submitted for audit purpose).
· Incomplete reporting on all pre-determined objectives, indicators and targets: About a third of all planned indicators and targets specified in the 2009/10 Operational Plan for both Programme 3 and Programme 4 were not reported on in the annual performance report. 
· Planned and reported performance targets not specified, measurable and time bound: As relates to Programme 3, the following applies: 52% of planned and reported targets were not measurable, and 34% of planned and reported targets were not time-bound in specifying the period or deadline for delivery.
· Planned and reported indicators not verifiable: About 38% of Programme 3’s planned and reported indicators could not be verified, since it was not possible to validate the indicator.
· Reported targets not accurate, as supporting source information provided was inadequate: The accuracy of 21% of the reported targets for Programme 4: Housing Development Finance could not be established, since sufficient source documentation could not be provided for audit purposes.
3. Compliance with legislation and regulations

The Accounting Officer did not always pay creditors within 30 days from receipt of invoice.  This constitutes non-compliance with the PFMA and Treasury Regulation 8.2.3 of 2005.

Internal Control 

The AG reviewed internal control within the context of financial statements audited, its report on pre-determined objectives (see 3.1 above), and compliance with legislation.
Leadership: The Department lacked sufficient monitoring controls to ensure its compliance with legislation and regulations in respect to the approval of the Strategic Plan and framework on performance information. This comment relates to the Department’s failure to disclose changes in pre-determined objectives in its annual performance report.

Financial and performance management: 

· The Department does not have reliable performance management systems for identifying and capturing information as per the Framework for Managing Performance Information and the National Treasury’s Performance Framework to support performance reporting.

· The Department’s financial systems do not cater for the timeous capturing and payment of invoices within the legislative deadlines.

· The Department does not have systems appropriate for facilitating the preparation of performance reports.

Governance: The Department does not properly monitor and supervise the effectiveness of internal control over supply chain management.

7.1.3 Critical issues 

The Department is currently (by May 2010) facing an investigation relating to a R100 million guarantee given by the Department to one of its entities – this was in contravention of the provisions of the PFMA.

In the 2008/09 annual report, it was reported that the Department was a party to an agency agreement with the National Housing Finance Corporation and Thubelisha Homes for a loan to the value of R100 million for the N2 Gateway Project without complying with sections 66, 70(1)(a), 38(1)(c)(ii) and 38(2) of the PFMA, which requires the approval of the Minister of Finance and states that the accounting officer of a department may not commit a department to any liability for which money has not been appropriated, or issue a guarantee without the approval of the Executive Authority in concurrence with the Minister of Finance.

7.2 Financial and Fiscal Commission 

Factors Hampering delivery and development of Rental Housing in South Africa

Social Housing Institutions (SHI) have highlighted a number of issues that impacts on the delivery and development of the rental market in South Africa. These factors are pertaining policy and regulatory environment, funding and institutional aspect as indicated below. The recommendations made by the commission are also informed by some of these challenges.  

Policy and Legislation Provisions 

In the present moment it is only those Social Housing projects which fall within the Designated Restructuring Zones (DRZs), which are eligible to receive Social Housing Restructuring Capital Grant. During the inception of (Social Housing Restructuring Capital Grant (SHRCG), the then Department of Housing together with some cities and provincial administrations identified nine municipalities that are to be included in the first phase. Limiting access to SHRCG to social housing projects within the DRZ has the effect of limiting the delivery of social housing to within these zones, even if SHI have identified viable projects outside these zones.  

One of the requirements for the projects to qualify for the SHRCG is that the unit size should be at least 30m2. While this requirement s suited to ensuring that SHI deliver rental units of adequate quality and size, especially for Greenfield projects, the guidelines failed to make suitable provisions for non green field projects. In some case SHI buy old buildings where existing units are below this minimum size. These buildings require funding for upgrading and the SHI would struggle to raise their own without assistance from the government funding.

Funding process

There is a number of SHI complains of the slow process involved in obtaining funding from provincial housing department. Some attribute the lag between approval and disbursement of funding to a lack of capacity within provincial housing department. In a project undertaken by the Financial and Fiscal Commission (FFC) during 2007 regarding bottlenecks in the delivery of houses, the slow and overly bureaucratic manner in which resources flow between provinces and municipalities was highlighted as a key concern (Financial and Fiscal Commission, 2008). 

Secondly, the other concern is that the income bands linked to the institutional subsidy were developed for a pilot programme for some years ago and have not been adjusted, despite increase in construction costs, as well as the costs of living due to inflation pressures. In other words the income bands have not been adjusted to increasing costs of living over the past years, and by so doing, exclude some individuals who should qualify for a subsidy. In essence, in order to achieve policy goals and objectives, policies need to be adaptable. In this case, in order to reach the target market, the income eligibility criteria of funding instruments should be reviewed. 

Institutional process

In light of the establishment of DRZ, social housing projects can be an important driver of urban renewal. A critical consideration is the location of a housing project namely, if projects are located in the middle of the old neighbourhood that are far from social and economic opportunities, the tenants (with a probability of a low income) will be disadvantaged. Further more, it is also a concern that greater coordination is not being put into improving intergovernmental coordination to ensure that various forms of complementary funding opportunities for social housing are leveraged so that holistic development occurs. This will ensure that housing initiative do not occur in isolation to other important social and economic necessities that allow for the development of a strong and sustainable community. Some streams of funding that could be used for rental houses initiatives include, the neighbourhood partnership development and other urban renewal type grant. 

Recommendations for the 2010/11 Division of Revenue Bill 


In the view of the above analysed challenges which were identified in 2010/11, the Financial and Fiscal Commission proposed the following recommendations for the 2010/11 Division of Revenue Bill, namely
,

     1. Relaxation and flexibility on the:

· Eligibility for accessing the SHCRG to allow projects falling outside DRZ’s to access funding.

· Number of DRZs to respond to excess demand for rental housing.

· Minimum units size for developments of existing buildings.

2. The process of disbursing funds in the rental housing sector should be made shorter as to minimise the time lag following the submission of the approved project plan.

3. The Social Housing Regulatory Authority should improve inter-sectoral coordination between various government departments responsible for integrated human settlements.

4. The qualifying income bands should be reviewed to ensure that individuals are not unfairly excluded from benefiting from the subsidy (for example, due to increase in the costs of living). 
 

Key issues
State provision of rental housing represents an intervention aimed at the provision of adequate housing especially for lower and middle income groups who cannot afford to buy homes. One of the most important characteristics of rental housing, which makes it distinct from other forms of public housing programmes, is that in order to be eligible to rent, potential tenants must have an income that enables them to sustain their rental  payments. The policy and regulatory environment, funding and institutional factors that are hampering the speed and further development of the rental housing sector have been discussed. The policy in its current form enables only those social housing projects that fall within the DRZs to benefit from the SHCRG. The fact that any project outside DRZs is unable to source funding from the SHCRG, even if it targets the deep, down market, limits the delivery of rental housing especially where SHIs have identified viable projects that are ready to be implemented. Furthermore, one of the requirements for the project to qualify for the SHCRG is that the unit must be at least 30m2. While this requirement is appropriate in ensuring that SHIs deliver rental units of decent quality and size especially for Greenfield projects, the guidelines fail to make provisions for the non-Greenfields. 

7.3 South African Human Rights Commission (SAHRC)
SAHRC reports on its Investigation into issues of Rule of law, Justice and Impunity arising out of the 2008 Public Violence Against Non-Nationals.

Summary of key issues

Visits conducted by the SAHRC to areas affected by the 2008 violence revealed that the lack of road infrastructure, street names, lighting and shack numbers amongst others, hindered policing of the public violence. Further, the SAHRC found that vulnerability to public violence is exacerbated by the lack of interventions to manage and formalise informal settlements which receive large numbers of internal and international migrants.
Recommendations

· The Department formulates a policy on the partial formalisation of infrastructure and property tenure in informal settlements in at-risk areas.

· The Department engage with residents of informal settlements and RDP settlements to raise awareness of their existing policies and obtain information on challenges faced by the residents.

· The Department of Human Settlements and the Department of Home Affairs adopt a management perspective on the issues of informal settlements and undocumented migration into them. 

· The Departments of Social Development and Home Affairs work together on immigration-related aspects of the Population Policy. 
· South African Police Services support the establishment of satellite police stations in informal areas, prioritising areas where these are specifically requested, and areas at risk of public violence. 

7.4 Public Service Commission (PSC)
The PSC’s report on financial misconduct for 2007/08 indicates that the cost of financial misconduct reported for the (then) Department of Housing amounted to R4, 680 million. Further, during this period, the Department failed to recover any amount.
The PSC indicated that a critical aspect of financial management is to have a fraud prevention plan that is based on thorough risk assessment. As such, a high level of awareness is necessary in the organisation if departments are to reduce financial risks. In this regard, the PSC recommends ongoing risk assessment that is supported by a high level awareness. 
Further, departments must ensure that debt is recovered in accordance with the relevant legislation governing the recovery of monies owed. The Department should also ensure that monies collected in respect of financial misconduct are reported in the relevant financial year to the PSC.
However, the Committee has observed that in an effort to address the question of fraud and corruption in the Human Settlements sector, the Department established a Special Investigative Unit to investigate and prosecute all those involved.  The Department reported that an amount outstanding on recoveries from Government employees who defrauded the Housing Subsidy System (HSS) is as follow:
Total Amount of signed Acknowledgments of Debt to date is R44 million. Total Amount collected from Acknowledgments of Debt is R16 million. Total outstanding is R28 million.
Furthermore, the Department reported constraints preventing the affected employees from meeting the requirement of the signed Acknowledgments of Debt as follows:

a)  Recession - people experienced some financial problems during the period of recession/economic situation in the country.
 

b)  Most of the people had not budgeted for such an eventuality therefore find it difficult to meet the monthly repayments - they are then only able to pay one month and not pay the next month, etc.

 

c)  The other contributing factor is that most of the convicted people are those who earn "just above" the breadline.  These people can only pay small amounts per month thus causing the repayment period to be much longer with very little recovery.

 

However, in instances where the convicted person is someone who earns significantly more, and their income and expenditure analysis shows that they can afford to pay off the debt in a shorter period, the terms for repayment are set for a shorter period.
7.5 The State-of-the-Nation address
7.5.1 Summary of commitments 

· The 2009 State of the Nation Address committed government to providing suitably located, affordable housing and decent human settlements. This would be achieved as part of government’s social infrastructure development programme.

· Further, the State of the Nation Address committed government to the development of a comprehensive rural development strategy, affirming the right of rural dwellers to basic services and infrastructure such as water, electricity, flush toilets etc. 

7.5.2 Analysis of State of the Nation Address
The 2009 State of the Nation Address was delivered against the backdrop of the Department’s renaming from “Housing” to “Human Settlements”. This change in name conveyed the Department’s broadening mandate, and widened scope “that human settlement is not just about building houses”. As such, the Department identified the development of sustainable communities as its strategic anchor. The Department’s mandate widened to include the transfer of the sanitation function (previously the responsibility of the Department of Water Affairs and Forestry). In this regard, Parliament should be kept abreast of how the Department gives effect to its new mandate, including monitoring the operational implications for the Department, such as staffing and administration issues.
A key vehicle for achieving the Department’s objective of developing sustainable human settlements is the disbursement of the Integrated Housing and Human Settlement Development grant to provinces. In the 2009/10 financial year, Parliament appropriated R12,5 billion to the Integrated Housing and Human Settlement Development grant. The grant funds amongst others internal municipal infrastructure such as roads, water and sewerage connections, street lightening and storm-water drainage. As such, the Integrated Housing and Human Settlement Development grant requires close monitoring by Parliament since it is a key vehicle for achieving the 2009 State of the Nation Address’ commitment to infrastructure development in rural areas.

The grant also funds individual housing subsidies for qualifying beneficiaries, as well as institutional subsidies (such as community development associations for People’s Housing Programme projects and social housing institutions). Further, it funds land acquisitions to accommodate well-located housing development in cases where either provinces or municipalities do not have land available.
. 
While the grant provides the funding mechanism for land acquisitions, the Housing Development Agency Act (No. 23 of 2008) provides for the establishment of a statutory body to assist provinces and municipalities with such acquisitions. 
The 2009 State of the Nation Address emphasised the need for “decent human settlements”, which speak to the challenge of ensuring newly constructed houses are of good quality. Given challenges experienced in this regard in the past, this should be an important focus for Parliament.
Implications for Parliament
· Parliament should be kept abreast of how the Department gives effect to its additional mandate, i.e. sanitation. This should include any staffing and administrative issues which arose from this additional mandate.
· Parliament should monitor progress towards the development of internal municipal infrastructure such as roads, water and sewerage connections, street lighting and storm-water drainage.
· Parliament should continue to monitor the Integrated Housing and Human Settlement Development, as a key vehicle for achieving sustainable human settlements. In this regard, Parliament should also focus on provinces and municipalities’ capacity to administer the grant, as well as compliance with relevant legislation and regulations.

· Given the State of the Nation’s emphasis on “suitably located” human settlements. Parliament should monitor the performance of the Housing Development Agency, and its contribution to acquisition of suitable located land continuously. 

· Parliament should intensify the monitoring oversight on the quality of housing constructed; thereby ensuring funds appropriated for this function is cost-effective and used efficiently. 
7.6  Oversight reports
The Portfolio Committee undertook two oversight visits during the period under review, i.e. the Eastern Cape and Western Cape. During the second quarter of 2010/11 financial year, the Committee undertook further visits to the Free State and Gauteng.

7.6.1 Eastern Cape 
The Committee undertook an oversight visit to the Eastern Cape from 4 - 10 October 2009 to execute its Constitutional mandate. The purpose of the visit was to oversee the state of the province on human settlement delivery acceleration, as well as to conduct on-site visits.
7.6.1.1 Committee observations

· Houses displayed structural defects, although the rectification programme was claimed to have been completed. There were no signs of rectification or construction undertaken in some areas. Some of the defect observed included ceilings installed, despite leaking roofs, no water connection or sanitation facilities, no access roads or clinics.
· Unreliable information was provided by an official who produced a control sheet which reflected that work was completed, only to find that it was not. The Committee considered this information misleading. 

· Considerable littering in the Nelson Mandela Metro and in most other informal settlements. 

· Lack of capacity by some emerging contractors.

· Lack of access to funding due to late payment of suppliers which result to incomplete projects and indebtedness of the emerging contractors.

· Some established contractors produce poor quality work e.g. in Cala. 

· Cacadu district is very dry. Water is scarce and it impacts on housing delivery, e.g. Makana and Ndlambe municipalities.  

· Quite a number of blocked projects in almost all districts as well as projects require rectification.

· The occupancy audit report which was conducted by SERVCON had not been released in the Nelson Mandela Metro.

· Land was acquired by Thubelisha for human settlements development for the residents of Fischer’s Corner in 2002. However, the Nelson Mandela Metro has not done anything to develop the area; instead they complained about Environmental Impact Assessments (EIA’s) processes. The Committee made follow up and found that the EIA’s were indeed approved, and had standard conditions attached. These conditions were not opposing the development. Therefore, the municipality does not have justifiable reasons for not developing the land purchased for a specific vulnerable community. 
· In 2006 Cabinet evoked section 100 of the Constitution and the national Department consequently established an Intervention Team to assist and support the province. According to the report by the province, 2009/10 was the Intervention Teams final year in the province. 

· Some of the municipalities appoint implementing agents to implement housing projects on their behalf and thus resulting to a social distance of government from its electorate that creates confusion and conflicts between government and the public.  
7.6.1.2 Recommendations 

· The Committee strongly recommends that every development should comply with the Human Settlement’s principles and policies (BNG). Houses which are handed over to beneficiaries should conform to these principles. Residents should have access to basic services as well as social amenities.
· The Department should look at a national policy to coordinate and manage beneficiary lists that would take into account the active public, municipalities and Provincial participation e.g. Housing Forums.

· Municipalities that have appointed implementing agents to act on their behalf should take charge of the development as this is a delegated responsibility.    

· Project managers have to reside closer to the projects which they are managing.

· Projects inspection by the Department should be conducted properly to ensure that good quality projects were completed on time.

· Opportunities should be allowed for developer contracts/agreements to be reviewed when timeframes are unreasonably adhered to.

· In terms of the escalation of building materials, the Department is advised to conduct research on a possible intervention to address this challenge as it impacts on the government housing subsidy programme

· Regulations to guide timeframes for speedy Environmental Impact Assessment (EIA) process e.g. cross reference should be conducted. This recommendation does not refer to sensitive areas like wetlands. However the reality is that this could not take more than six months e.g. changing of land use.

· Reported cases of corruption must be well investigated and dealt with promptly. 

· There should be effective and efficient management and monitoring of rectification projects to avoid re-rectification of what has already been rectified. 

· Ducats rectification programme should be attended to as a matter of urgency. Fisher’s Corner requires urgent attention. The Department to make an urgent follow-up on the issue of Fisher’s Corner and report to the Committee by January 2011.
· The rectification of the Alfred Nzo and Ngquza Hill Municipality projects should be completed as of a resolution taken in 2007 by the Portfolio Committee as soon as possible and the Department to report progress to the Committee by end of January 2011. 

7.6.2 Western Cape 

The Committee undertook an oversight visit to Western Cape Province, 31 January - 5 February 2010 with the aim of reviewing amongst others, the implementation of the Comprehensive Integrated Human Settlement Strategy, informal settlement upgrading, Community Residential Units (CRUs), as well as the use of alternative technologies on projects.

7.6.2.1 Committee observations

· In the province ASLA contractor seemed to be receiving the majority of projects, irrespective of the reported unaccepted performance in most areas. It had been alleged that ASLA, changes its name at various stages and yet the board of directors allegedly to remain the same.  

· The majority of municipalities were not committed to the Farm Worker Assistance programme as required by the National Housing Code and there was no specific programme to manage farm evictions.  

· Although funding provisions have been made to support the rectification programme, lack of commitment by the province has been observed, where there are quite a number of houses of poor quality, e.g. Mandlenkosi, Rustdene, and partly Hillside 1 in Beaufort West and Joe Slovo, Khayelitsha Ward 2 and Ward 12 in Mossel Bay.
· A privately owned land in De Doorns occupied by foreign nationals from Lesotho creates a burden to the municipality, as that community extended their shacks at the river bank and flood lines and have no access to basic services thus resulting in illegal connection and environmental degradation. 

· Reluctance of the province to provide basic services to forestry villages e.g. Knysna.

· Some municipalities have not benefitted from the Enhance Discount Benefit Scheme programme, e.g. Knysna.

· The municipalities in the Garden route are struggling to deliver houses as it is costly to build due to steepness and forestry. Those in the Karoo also struggle due to rocky surface as well as scarcity of water

· Scarcity of well located land is also hindering the delivery of houses. Housing Development Agency was not yet visible or assisting.

· Slow registration and handover of title deeds.

· The Community also reported a tendency of racial divides on service delivery implementation. Very little commitment to public participation by the majority of the municipalities. 

· The Committee observed a seriously Health hazard scene near the hall in Wallacedene where the meeting was held, whereby children were playing in a stinking littered area.  Both the Community and the municipality seemed to be overlooking the situation.
7.6.2.2 Recommendations 
The delegation recommended that the National and Provincial Departments make a follow-up, address and report to the Committee on the following:
· Compliance on the National Housing Code on Farm Workers Assistance Programme including management of Farm Evictions in consultation with respective departments.
· Rectification of old stock especially in Mandlenkosi, Rustdene, partly Hillside1, in Beaufort West and Joe Slovo, Khayelitsha Ward 2 and Ward 12 in Mossel Bay, September 2010.
· A full report on land challenges (forestry village) in Knysna Municipality should be forwarded to the Committee and the national department to follow up especially Transnet land by August 2010

· A briefing by the Province on the issue of support supply to the People’s Housing Process would be required.
· Full report on the Scottsdene Self Help Housing project, August 2010

· Housing Development Agency to report on the Land acquisition within the Province, July 2010.
· Compliance to equity and integration policies when allocating houses.
· Enquiry and a full report on the allegations around ASLA, October 2010.

· Progress report on Debt Management of Community Residential Units, August 2010

· Report on the plans in place and timeframes to develop 1 000 sites in De Doorns by September 2010.
· The Department should make an urgent follow up about the health hazard in Wallacedene with the municipality

7.6.3 Gauteng province

The Committee undertook an oversight visit to Gauteng Province, 1 – 6 August 2010 with the aim of reviewing amongst others, the implementation of the Comprehensive Integrated Human Settlement Strategy, informal settlement upgrading, Community Residential Units (CRUs), as well as the use of alternative technologies on projects.

7.6.3.1 Committee observations
· The deterioration and aging of bulk infrastructure are constraining development. 
· In Ivory Park informal settlements (e.g. Mafela 2 and Baghdad) an average of five households occupies a single stand, which includes access to a single power point which must be shared by all households. This creates a challenge for households to manage their budgets since they cannot control the use of electricity.

· Prior 1994 in Diepsloot, houses were occupied illegally, while the rightful owners are still living in informal settlements.  Thus far, the province has not addressed the issue or assisted rightful owners to get into their houses.

· There are approximately 64 hostels in the province, and most are in a very poor state. In order to convert these hostels into Community Residential Units (CRUs) will be a very costly process, and current residents who are mostly dependent of social grants, cannot afford to pay for this.
· About 90% of Orange Farm’s challenges are related to sewage connection, whereby the service providers are alleged to lack capacity. Further some contractors fail to complete projects, and access roads are in very poor condition.
· The Banakekele Hospice is currently hosted in a disused school building and not suitable for persons in frail care, as well as people with disabilities. The Hospice acquired land, but requires assistance with future funding for a formal structure, as well as equipment.  
· In Harry Gwala Beachfront there is approximately 1 600 shacks situated on a floodplain next to a lagoon. The province allocated 305 new houses for relocation of residents in a new area. However, residents refuse to relocate, arguing that the new site is further away from their places of work and schools. The Committee is concerned about the physical safety of residents in Harry Gwala since it poses a serious risk of flooding in the event of heavy rains.  
· The Committee observed that the province is experiencing similar challenges to other provinces in respect to blocked projects, e.g. Kliptown, Lusaka Section in Ivory Park, etc.  However, the province categorically denied the existence of any blocked projects in Gauteng.  

· In Lusaka Section shacks are erected under power lines, and residents receive electrical shocks on a daily basis. The situation is so dire that residents cannot use metal eating utensils, nor push a wheelbarrow. 

· In Silvertown the province provided the old system of corrugated iron for shelter for residents, instead of Temporary relocation Unit (TRUs). The Committee noted that corrugated iron is not a healthy alternative, since it is either too hot during summer or too cold during the winter months.
7.6.3.2 Recommendations 
· Urgent attention is required for bulk infrastructure in Gauteng, especially building of new and upgrading of existing sewerage plants and reservoirs.

· Gauteng province should initiate a strategy to assist the rightful owners of houses occupied illegally in Diepsloot, as well as in other areas. The National Department of Human Settlements should report to Parliament before end of February 2011. 

· The committee recommends political intervention in Harry Gwala Beachfront in order to resolve the matter.
· Gauteng province should also provide support to households in Ivory Park. The National Department of Human Settlements should report to Parliament before end of February 2011. 

· The Committee recommends that the Portfolio Committees of Social Development and Health should pursue the matter of the Banakekele Hospice with their respective portfolios. 

· An urgent intervention is required by the three spheres of government to address the challenge of sewerage flowing in some of the informal settlements, as well as in Orange Farm.
7.6.4 Free State

The Committee undertook an oversight visit to Free State province from 19 – 23 July 2010. The aim of the visits was to review progress on, amongst others, implementation of a comprehensive integrated human settlements strategy in the province, unblocking of blocked projects, rectification programme, Farm Workers Assistance programme, etc.

The province was unable to satisfy the Committee ion its service delivery progress as per request. The Committee requested the Department to provide responses in writing and surprisingly up to this far this has not occurred. 

During 2010/11 budget vote presentations, the province reported a high level of blocked projects. However, on engagement with the Department in July 2010, it could not provide appropriate responses to this effect. 

7.6.4.1 Committee observations

· Houses constructed do not adhere to national norms and standards in terms of size per square metre, i.e. exceeding an average of 40m2. This situation is not sustainable and creates a challenge of similar expectations in other provinces.  Funding from the Housing and Integrated Human Settlements Grant only cover a unit of 40m2. There is no explanation of where additional funding was sourced in order to contracts units that exceed the standard size.
· The bucket system is still widely used in the province; e.g. Mantsopa municipality requires R4 million in order to eradicate the system. 
· A total of 17 000 housing subsidies were approved, but subsequently retracted by the province. The province was unable to provide an explanation to the Portfolio Committee. 

· Houses are constructed with all amenities on the inside, while an additional toilet is constructed on the outside of the building. This raises a question of wasteful expenditure. 

· The province further reported challenges in upgrading a hostel due to lack of cooperation from the hostel residents irrespective of several attempts to assist with various proposals. The Committee could not verify this information, and will have to consider alternative arrangements for engaging with hostel residents in future. 

The delegation was not satisfied with the presentation by province, and therefore requested both the national Department and province to collaborate on a joint report to be presented to the delegation before its departure. The Committee notes that this report was never presented to the delegation, as per request.
7.6.4.2 Recommendations

· The Department should provide a detailed report to the Committee on reasons for retracting of 17 000 housing subsidies by before end of February 2011.
· A progress report on CRU programme by end of February 2011.

· Department together with the province should brief the Committee on service delivery progress and challenges in the province by January 2011, as per request during the oversight visit.
7.7 Millennium Development Goals (MDGs)
7.7.1 Targets
Goal 7 of the MDGs is aimed at ensuring environmental sustainability.  Under this Goal, two targets speak specifically to the Human Settlements mandate.
· By 2015, halve the proportion of the population without sustainable access to safe drinking water and basic sanitation.

· By 2020, achieve a significant improvement in the lives of at least 100 million slum dwellers.
7.7.2 The attainment of the set targets for South Africa

Sanitation

As at April 2008, the sanitation backlog was estimated at 3.3 million homes, declining from approximately 4.7 million at the time of the 2001 Census. In 1994, 609 675 households used the bucket system, while in March 2009, 9 044 households were using the bucket system. The target date for universal access to sanitation is 2014. 

At this rate, South Africa has made demonstrable progress in terms of sanitation and likely to meet the MDG sanitation goal, although according to data in South Africa’s 2010 progress report, the goal of eliminating the full sanitation backlog by 2014 may seem too ambitious.

By 2010, the sanitation backlog is estimated to have been reduced to 21% from a high of 52% in 1994. This represents significant progress in the eradication of the basic sanitation infrastructure backlog. In addition, the government has also moved significantly closer to attaining its objective of eradicating the bucket system in formally established settlements. There is recognition, however, that the bucket system may continue to be used in informal settlements.

Eradicating informal settlements/ slums

The disintegration of the apartheid legacy and social engineering after 1994 has resulted in a steady process of urbanisation at a rate that has surpassed the capacity of the state to provide adequate housing. As result, South Africa’s urban and peri-urban landscape is characterised by significant informal settlements. As at March 2009, the national housing programme is estimated to have delivered 2.8 million houses providing shelter to over 13.5 million people. Of the 2.8 million houses, over 1.2 million were built from 2004 after the launch of the Breaking New Ground Policy (BNG), a government programme that has the specific aim of eradicating informal dwellings.

The housing backlog is about 2.2 million. According to the annual rate housing delivery, South Africa really needs to improve in terms of number units provided in order to keep up with UN’s goal of eradicating informal settlements and providing housing to its citizens.
Table: Ensure environmental sustainability – human settlements
	Indicators 
	Baseline
	Current status 2010
	2015 Targets
	Targets achievability
	Indicator type

	Proportion of population using an improved sanitation facility
	58,5%
(2001)
	72,2%
(2009)
	79,2%

	likely
	MDG

	Proportion of urban population living in slums
	13,0%
(2002)
	13.4%
(2009)
	0
	unlikely
	MDG


8. Findings based on the Budget Vote 2009/10
The Committee was of the view that an appropriated approved budget should prioritise the national objectives. Therefore it finds the deviation by the Provincial Departments unacceptable. The Provincial Departmental strategic plans are expected to align to the national department’s strategic plan.

Having conducted public hearings with the various stakeholders, the Committee makes the following recommendations:

· The Department should draft a national plan or programme that will clarify unresolved issues pertaining to the transferred sanitation function and to present the plan to the Committee.

· Clearly defined performance areas, indicators and projected targets for a financial year should be presented to the Committee before the budget vote debate in order to assist the Committee in conducting its oversight function in a proper manner. The Department should submit its strategic plan no less than 10 days prior to the discussion of its budget vote in accordance with Treasury Regulation 5.2.1 and 5.2.2.

· Provincial and National department priorities should be aligned to the national priorities outlined in the State of the Nation Address (SONA), and of Outcome 8. This is paramount and requires an urgent attention.

· The Department should honour the call by the Minister to embark on a rectification programme of units with structural defects.

· The Department should draft a clearly defined plan or policy and monitoring mechanism to manage a guarantee fund of R1 billion set to incentivise the private banking and housing sector.

· Provinces should respond to the Minister’s call on rectification of stock with structural defects.

· In response to the above, the Department convened and reported back that the strategic plan was reviewed; hence the budget vote was approved. However, the Committee articulated its expectation of an improvement during the 2011/12 budget vote.
 9. Overall Committee Observations
· During 2009/10, the Department was renamed from “Housing” to Human Settlements”, which conveys its expanded mandate of ensuring the achievement of sustainable human settlements.  Further, the Department was allocated the sanitation function, which was transferred from the then Department of Water Affairs and Forestry. This necessitated a review of the Department’s delivery model, which in turn informed the re-alignment of limited resources. For future purposes, the Department will have to enter into memorandum of understanding for co-operation, since the legislation governing the delivery of sanitation is still administered by the Department of Water and Environmental Affairs.
· A key challenge facing the human settlements sector relates to the current inadequate intergovernmental coordination for accelerated housing delivery. Of particular concern is the inability of provinces and municipalities to achieve national targets, as well as inadequate capacity to monitor and evaluate the implementation of housing programmes. Further, the Committee has made a serious observation on the fact that, timely provision of socio-economic amenities is hampered by the misalignment of the Department’s priorities and those of the relevant sector departments. 
· The Constitution provides for housing to be a concurrent function of the national and provincial spheres of government. The Housing Act, however, prescribes that provinces and municipalities are developers and implementers, while the national Department serves as policy and monitoring body.  However, in some instances the competing priorities between national and provincial departments have impacted on service delivery, hampering the achievements of the national priorities.

·  It is also noticed that Housing is a Schedule 4 function and would require consideration of splitting it into a different schedule to allow for flexibility and cross-sphere application.
· The “performance agreement” is a new concept in political governance and requires a mind shift in the way in which matters are approached in different spheres of government.
· The performance management framework requires a change from the current compliance based framework to one that is based on inputs, activities and outputs which realise the developmental outcomes government wants to achieve. 

· The current intergovernmental relations framework allows for consensus on matters of cooperation and needs to be amended to allow for more persuasive measures that enforces cooperation and coordination.

· The Committee observed inconsistency with the Department’s
      reporting on delivery. For example, the Department cited a figure for the 
      number of houses   completed for 2009/10 financial year, not specifying that 
      the figure includes both top structures completed, as well as on-site 
      services.  Instead of claiming that 228 777 housing units were completed in 
      2009/10, the Department should have specified that   this includes 68 659 on-
     site services, and 160 118 top structures. Figures are generally inconsistent.
· During provincial oversight visits, the Committee observed with a serious concern the poor quality of houses constructed. Thus raising a critical question on the role played by NHBRC. However, in its 2009/10 annual report, the NHBRC indicated that only 66 180 units were enrolled from  the government subsidy sector during this period. 

· The Committee noted that R270 million allocated to the Eastern Cape province for the Integrated Housing and Human Settlement Development Grant was re-directed to other provinces. Sections 26 and 27 of the Division of Revenue Act were evoked, since the province could not indicate that it would be able to spend funding.  The Committee recalls that in 2006, a Cabinet decision was taken to evoke section 100 of the Constitution in order for an Intervention Team to provide support to the province. The Committee would, therefore, like to establish how this situation arose in 2009/10, given the presence of national intervention support in the province.

· The equitable share does not take into account the current rural-urban migration, which places an additional burden on provincial departments. 

· The NHFC’s role is to expand housing finance opportunities, stimulate the housing market, and fund well-located, suitable land parcels. However, the Committee observes very slow progress, yet, it has a huge balance sheet. The demand side seemed to be very high, but the supply side remains a challenge. There is a lack of commitment to rural development enhancement, as well as the promotion of housing cooperatives.
· In the 2006 State of the Nation Address, the former President, Thabo Mbeki, pronounced that the NHFC should be transformed into a housing bank. The Committee observes that since then, this commitment has not materialised. 

· RHLF and NURCHA have a big impact, but with very small balance sheets. 
· The Department’s annual report does not reflect the number of houses allocated to the people with special needs.

During its oversight visits, the Committee observed a lack of on-site monitoring, inspection, as well as evaluation during the process of construction. 
· Project managers and contractors do not communicate with the community.
· Councillors are not involved in projects and are not in a position to address the community complaints since they lack information.
· There is a lack of monitoring, evaluation and inspection in most projects.
· There was a lack of communication from the Province to local Municipalities as Councillors and the communities were not aware or informed about the delegation’s visit.

· Spiralling costs of building material have a negative impact on the projects.

· The delayed payment to contractors is negatively impacting on the delivery of houses. 

· There is a general non-compliance on projects and units enrolment with NHBRC. Hence, the majority of developments are experiencing serious defects. 

· Lack of proper management, coordination and transparency of beneficiary lists which results in uncertainty, suspicion and corruption. 

· Lack of community involvement in the housing development processes.

· There is mismanagement of funds.

· Slow registration and handing over of title deeds.

· Some emerging contractors lack capacity.

· Management and coordination of beneficiary list remained a significant challenge.

· Changes in the economic status of beneficiaries remains a critical challenge, hence the approval of subsidies takes too long and, therefore, affects the beneficiary negatively.

· Communities are very concerned about the VIP toilets.

Notwithstanding that in 2004, Cabinet approved the Breaking new Ground Policy to provide for comprehensive, integrated and sustainable Human Settlements with social and economic amenities. Subsequently, in 2009, there was a name change of the Department and a new sanitation function was transferred. However, houses built since 2004 to date, still do not comply with the policy as result of lack of intergovernmental and intra-governmental planning. Hence, the community do not have access to schools, roads, clinics, and houses are constructed on the urban periphery. 
· Cabinet in 2004 approved rectification of houses with structural defects that were initially built prior to 1994. The initiative was expanded from 1994 – 2002. In 2009, the Minister of Human Settlements announced an amount of R1.3 billion for rectification programme. However, the Department has been unable provide guidance and monitor the budget line, hence the Department is unable to report how many houses were rectified and at what cost.

· There is no clear policy or guidelines on the disbursement of R1 billion allocated for the gap market. 

· The Committee observes that an additional R1.2 billion was allocated to the Department for the sanitation function. It is important to note that as per definition of the sanitation function transferred to the Department, supporting municipalities with Waste Water Treatment Plants (WWTPs) is the responsibility of the Department. Currently, the Department of Cooperative Governance and Traditional Affairs (COGTA) together with National Treasury are piloting funding models for WWTPs. As current status of WWTPs is unsuitable, there is a clear need for its refurbishment and upgrading to meet the increasing residential areas.

· In March 2010, the schools sanitation and water programme was halted, despite the fact that there are approximately 701 schools without sanitation, and approximately1 671 without water. 

· Slow pace of registration and handing over of title deeds.

· The Committee is concerned with the slow pace of prosecution of cases of corruption, and the slow recoveries. The Committee is further not entirely convinced by the reasons provided by the Department thus far.
·  The Department appears to lack capacity to strengthen management of waiting list, as well as who is accountable.

· Although Rural Development and Land Reform is one of the government national priorities, and Rural Housing Development Policy was adopted by the then Department of Housing in 2006, the Committee observed a lack of concerted effort in the implementation of this policy. This is evident from the Department report, which does not reflect progress on rural housing and the farm dwellers support programme. 

· Selling of government-subsidy houses in contravention of the Housing Act. 

· Lack of capacity to deliver by the municipalities.

· Changes in the economic status of beneficiaries remain a critical challenge.
· While current government priorities highlight the need for adequate funding in order to achieve sustainable human settlements, an analysis of the Department Annual Report 2009/10 suggests the need for adequate planning towards targets and objectives. Analysis of the Section 32 Expenditure Reports also identifies the misalignment of processes and lack of proper financial planning which resulted in the Department shifting and the virement of funds within and from one programme to another programme. Although this practise is allowed by section 43 of the Public Finance Management Act, it does, however, have a negative impact and ultimately defeats the initial purpose of the programme.
· In communities where national priority projects are implemented, it requires a substantial upgrading of existing bulk infrastructure. In practice, it remains a challenge to ensure upgrading of bulk infrastructure coincides with the implementation of a priority project, because the priorities of sector departments administering the MIG differ from those of the Department of Human Settlements.  

· The Department is not taking a lead in the capacity building of emerging contractors. This calls for greater collaboration with the Department of Public Works.

10.  Recommendations 
10.1 Special Recommendation to Parliament 
Thus the Committee recommends as follow:  

· That the Responsible Ministers request their respective Departments to identify legislation dealing with sanitation and transfer the relevant legislation to reside with the housing portfolio in line with the overall mandate of “Human Settlements.”
· Parliament to consider increasing its funding to the Committee given the following:
1. Since the formation of the Presidential Hotline to promote government responsiveness and accountability, hundreds of complaints were received relating to, amongst others, housing.

2. Subsequently, Human Settlements has been identified as one of the seven priority areas. The increased responsibility allocated to the Committee by the decision to include human settlements as a priority area, logically causes the frequency, scope and quality of its oversight visits to be expanded.   

3. In the 2010 State of the Nation Address, the President highlighted the need to work towards the effectiveness, of amongst others, human settlements.

4. Furthermore, the Committee’s oversight experience during 2009/10 highlighted the need for intensifying its oversight responsibility.
The factors identified above, requires that the budget allocation to the Committee be increased to at least the same amount as that allocated to other committees involved in priority activities.
The Committee further requests that:

· Parliament establishes a task team to investigate the gaps in the legislative framework to ensure more efficient intergovernmental coordination for accelerated housing delivery;

· The task team to identify and propose amendments to legislation to remedy the gaps referred to above as a basis for the Committee to consider legislative proposals;

· The task team to consist of representatives from the Portfolio Committee on Human Settlements, Parliamentary Legal Services, parliamentary Research Unit (including a Senior Researcher), Committee Section, as well as the Department of Human Settlements to ensure a multidisciplinary team.
· The House refers this Report of the Committee to the Joint Committee on Constitutional Review for further action which may result in constitutional amendments to ensure that the Constitutional framework supports the objective of the realisation of sustainable Human Settlements.

 

10.2 Issues for consideration by the Minister of Human Settlements:
The Committee wishes to advise the Minister about specific issues that would require oversight intensification, as these may lead to a negative perception of the Department if not addressed appropriately.
1. Non compliance by the Department to Policy and Legislative matters as indicated in the AG’s report such as Treasury Regulations, PFMA and DORA relating to the following:

· Shifting of plans and funds without approval of the Executive Authority.
· Specific dates to submit the strategic plans to Parliament.

2. National and provincial departments priorities should be aligned to the national priorities outlined in the State of the Nation Address (SONA), and of Outcome 8.
3. Legislation governing sanitation should be transferred to the Department of Human Settlements to ensure alignment with the Department’s current mandate.

4. Enrolment of projects with NHBRC should be enforced to prevent double-subsidisation through rectification. Hence, NHBRC would be responsible for any structural defects encountered. 
5. The Minister to consider ensuring that the performance agreement signed between the Minister and the Director-General (DG) finds expression in a mechanism for closer cooperation between the DG and provincial heads of departments. 
10.3 Issues for consideration by the Department of Human Settlements:

· Clearly defined performance areas, indicators and projected targets for 2011/12 financial year should be presented to the Committee prior to the budget vote presentation, as stipulated by Treasury Regulations. 
· The Department should honour the commitment made by the Minister to embark on a rectification programme of units with structural defects.
· Oversight visits conducted during 2010, also exposed the fact that structural problems persist, despite rectification having been undertaken. The Committee requires clarification on exactly the number of houses to be rectified and the cost involved for the 2011/12 financial year.
· The Committee accepts the report about the constraints experienced on the recovery of funds by the Special Investigative Unit. However, the Committee will further engage the Department on this issue as it is not convinced that some of the reasons are fair and just.  
· The Department should provide a report on current outstanding litigation and give an indication of the financial implications for each case as outlined in the AG’s report.

· In future, the departmental reports should reflect a breakdown of housing units completed during a financial year.

10.4 Issues for consideration by National Treasury:

· The National Treasury should urgently intervene and consider an urgent funding for building of new sewerage plants and reservoirs in cities, prioritising Gauteng.

· National Treasury should consider a review of the current funding model in order to produce the desired impact of increased human settlement delivery.

· Given the Department’s mandate for ensuring sustainable human settlements, it is recommended that the Municipal Infrastructure Grant (MIG) be transferred to the Department of Human Settlements for administration. This would particularly assist where bulk infrastructure is required for national priority projects. 

· It is also deemed appropriate that due consideration be given to allow for the grant to have more than one framework which would then allow for support of a full human settlements development mandate of the Department in a short to medium term period. 

· Despite steady increases in the Human Settlements budget vote, current funding is still insufficient for providing adequate shelter for the increasing number of households living in poor housing conditions. Given the targets set for Outcome 8, as well as the MDGs, in terms of eradication of informal settlements, this calls for greater commitment, which should find expression in funds appropriated by Parliament for this purpose.  

· To consider capital funding for Housing Development Agency in respect to the acquisition of suitably located land for the development of sustainable human settlements. 

· The Rural Household Infrastructure budget should be increased in order to deal with the increasing demand of basic water services in rural areas, which cannot be through the MIG funding.

10.5 Overall recommendations 

· It is recommended that the Integrated Housing and Human Settlement Development grant be reclassified, allowing it to be split into different schedules. A reclassification could ensure more flexibility and cross sphere application, thereby providing the national Department with greater control and prescription over the use and application of the grant. 

· Department should draft a clearly defined plan or policy and monitoring mechanism to manage a guarantee fund of R1 billion set to incentivise the private banking and housing sector. 

· The Department should by no later than end of November 2010 provide a report on the exact number of houses rectified, during the current financial year. 
· The Department should provide a second quarter progress report by no later than end of November 2010.
· The Department should draft a national plan or programme that will clarify unresolved issues pertaining to the transferred sanitation function and to present the plan to the Committee by no later than end of November 2010.

· Funding allocated for development of human settlements should take into account challenges related to typography in certain communities where soil requires advanced technological equipment for construction. This equipment is costly and increases the cost of construction. Funding allocation should take cognisance of these challenges in their allocation. 

· Intergovernmental and intra-governmental planning should be seriously considered to address the bulk infrastructure and provide sustainable human settlements. 

· The national Department should submit a report outlining plans to enforce the Housing Act in order to prohibit the selling of subsidy houses, which is in contravention of the Act.  

· The Department should provide a feedback on request made by the Committee on Environmental Impact Assessment of political intervention, by January 2011.

· The Department should provide progress on beneficiary List Management and Backyard Dwellers Policy, January 2011.

· The Department should intensify public education and strengthen public involvement in all delivery programmes.

· The Department should enhance capacity building of qualified local municipalities for the purpose of accelerating accreditation processes, by January 2011.

· Mobilisation of funds to address the question of topography hence Municipal Infrastructure Grant does not address the above challenge, processes to begin in January 2011.

· The capacity building for the 6 Metros in order to qualify for accreditation should be fast-tracked.

· The Surveyor-General should be engaged by provincial departments during the planning stages to avoid unnecessary delays in the approval of new town and township establishments.

· The Registrar of Deeds should be advised by the provincial departments immediately once a project has been approved to avoid delays in the processing of title deeds.

· Committee anticipated a challenge in the accomplishments of various inputs under the Outcome 8, given the current classification. The Committee recommends that a re-classification could assist in providing the national department with a greater control and prescription over the use and application of the grant.
· The Committee re-affirms that the Department complies with the announcement made in 2006 about the establishment of Housing Bank.

· The Department should commission research on the possibility of regulating the cost of building materials, and further investigate the monopolistic tendencies in the construction industry.
Acknowledgment of progress 
In spite of the challenges raised in this report, the Committee would like to commend the Department on the progress made in respect to Human Settlements development since 1994. Some of the projects where successes were experienced and can be outlined as follow:

· The Emerald Sky social housing project is one of the best in East London. 

· Sterkfontein Bulk Water Supply supply water to surrounding villages such as Tshiami, Makholokoeng, Makhweleng, Harrismith, Ntabazwe, and Diyatalawa. 
· Cosmo City integrated housing project in Gauteng.
· Sunrise View in Boitekong township is a project in North West and a joint venture between Implats and government.
· Alexandra Urban Renewal project in Gauteng. 

9. Conclusion

Despite the challenges observed, the Committee is determined that the Department has the ability to manage and overcome such challenges. Further, the Committee takes cognisance of the fact that, for the past year the Department did not have an Accounting Officer and Chief Financial Officer (CFO), and quite a number of senior management positions were vacant. The Committee is now comfortable with the filling of such vacancies.

The shift in the Department of Human Settlements’ scope, as well as its expanded mandate, positions it to ensure the achievement of suitably located, affordable housing and decent human settlements. This is line with the commitment made in the 2009 State of the Nation Address. 

However, key challenges remain which calls for vigorous oversight by the Committee, to ensure that targets are achieved and funds are utilised for the appropriated purpose.  

The Committee identified the need to ensure the Department’s strategic and performance plans are drafted in a manner which will ensure targets are more explicit and measurable. Of concern is the manner in which the Department conducts virement and rollovers, which may suggest inadequate planning. 

A further concern is the impact of vacancies on the Department during 2009/10; this would include under-expenditure of funds appropriated, and inability to provide support to provinces for priority projects, as well as other targets. 

Further, inadequate cooperation between the Department and provinces on various programmes is impacting on service delivery. There is also a need for the Department to strengthen its engagement with other sector departments. 

In respect to all matters identified in this report, the Committee commits itself to making follow-ups with the Department.

The Committee re-affirms all the recommendations made by the various sources identified in the document. 

The Committee observes that there is no single solution to address housing delivery matters hence housing is a moving target. The Committee further acknowledges with a greater appreciation the co-operation and stable working relations with the Department, especially the Executive Authority, as well as Accounting Officer.

The Committee further strongly believes that the establishment of the Presidential Coordinating Council (PCC) and National Planning Commission (NPC) will strengthen intergovernmental relations, as well as planning milestones.
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