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Eastern Cape 

2 523 803         -                    -                    2 523 803         1 690 843         1 796 268         1 645 613         71.2% 65.2% 2 373 148         150 655             

Free State

1 120 936         -                    -                    1 120 936         868 989            868 989            729 529            77.5% 65.1% 1 120 936         -                     

Gauteng

4 108 399         -                    -                    4 108 399         3 141 810         3 141 810         2 202 177         76.5% 53.6% 4 108 399         -                     

KwaZulu-Natal

3 235 428         40 156              -                    3 275 584         2 337 818         2 337 818         2 267 520         71.4% 69.2% 3 275 584         -                     

Limpopo

1 324 742         1 368                -                    1 326 110         178 099            178 099            202 350            13.4% 15.3% 1 329 110         (3 000)                

Mpumalanga

1 124 332         1 764                -                    1 126 096         894 992            894 992            557 284            79.5% 49.5% 1 126 096         -                     

Northern Cape

395 724            -                    -                    395 724            282 081            282 081            240 295            71.3% 60.7% 395 724            -                     

North West

1 224 537         -                    -                    1 224 537         963 096            963 096            1 053 822         78.6% 86.1% 1 224 537         -                     

Western Cape

1 925 971         1 166                -                    1 927 137         1 625 848         1 625 848         1 528 774         84.4% 79.3% 1 927 137         -                     

Total

16 983 872       44 454              -                    17 028 326       11 983 576       12 089 001       10 427 364       71.0% 61.2% 16 880 671       147 655             
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GRANTS APPROPRIATED TO THE DEPARTMENT OF THE HUMAN SETTLEMENTS WITH SPECIFIC FOCUS TO NEW GRANTS INTRODUCED DURING THE 2014/15 FINANCIAL YEAR. 
1. INTRODUCTION 
The 2014/15 Division of Revenue Bill [B5-2014]
, provides for the introduction of the split in the Human Settlements Development Grant (HSDG) into a direct (schedule 5A) and an indirect grant (schedule 6A). Another grant that will also form part of the paper is the introduction of the Municipal Human Settlements Capacity Grant (MHSCH). The paper will provide in more details, what the grants are meant for and the conditions thereof. However, the focus will not be limited only on the three mentioned grants. This is mainly because there are other complementary grants that are appropriated to the Department of Human Settlements that are geared towards creating sustainable human settlements in our communities.  This paper provides an analysis of the Human Settlements conditional grants for the 2014/15 Division of Revenue Bill. The brief tracks down the allocations and expenditure of these grants for the past three years. It further outlines allocations for the 2014/15 Division of Revenue Bill for these various grants. 
2. THE DIVISION OF REVENUE BILL 2014/15 ON HUMAN SETTLEMENTS GRANTS
As provided for in the DoRA, The human settlements development grant seeks to establish habitable, stable and sustainable human settlements in which all citizens have access to social and economic amenities. The formula used to allocate the grant was reviewed during 2013 and a revised formula will be introduced from 2014/15 to ensure closer alignment between provincial allocations and the number of households with inadequate housing in each province. It has been stated that the new formula will be phased in over two years (2014/15 and 2015/16) to give provinces time to adjust to their new allocations
.

2.1 Development Human Settlements Grants Schedule 5A (Direct Grant)

It should be noted that the competency to deliver houses, is vested in the provinces. Therefore, a schedule 5A grant is a direct grant that is transferred directly to provinces for human settlements developments. An amount of R17.9 billion has been allocated for 2014/15 financial year. In 2010/11 financial year the allocation of the Human Settlements Developments Grant was R15.2 billion
. This shows an increase over the period of four years. The intention of the grant is to establish a stable and sustainable human settlements in which all citizens have access to social and economic amnesties and enable an improved quality of household life. The performance of the grant for the past four years is as follows:  
· In 2010/11 the grant was allocated R15.2 billion, but only spent R14.6 billion or 96.3 per cent, 

· In 2011/12 the grant was allocated R14.9 billion, but only R14.4 million or 97 per cent was spent, 

· In 2012/13 the grant was allocated R15.7 billion, but only R15.4 million or 97 per cent was spent,  

· In 2013/14 the grant was allocated R16.9 billion, as at the end of the third quarter the grant has only spent R10.4 billion or 61.2 per cent. Of note is that the grant was upwards adjusted through the provincial roll over mount of R44.4 million which increased the allocation to R17 billion
.      
Based on the above trends analysis, it should be noted that since its inception in 2010/11 the grant has never spent 100%. The maximum expenditure has been around 97 per cent for each year.  
According 2014/15 Division of Revenue Bill the formula that is used to allocate this grant has been reviewed during 2013
. So, the 2014/15 allocation is based on a new formula to ensure closer alignment between provincial allocations and the number of households with inadequate housing in each province. 
In addition, a total amount of R2.4 billion has been added over the Mid-term Expenditure Funding (MTEF), to upgrade informal settlement around the mining areas in six provinces where mining sector is predominant. According to National Treasury “the new formula will be phased in for two years from 2014/15 in order to allow provinces to adjust to their new allocations”
.   

Table 1: Provincial Expenditure on Human Settlement Development Grant
Source: National Treasury (2014)
Table 1 - above shows the provincial expenditure trends for Human Settlements Development Grants. As much as the national expenditure indicated an overall expenditure around 97% for each year, but it does not reflect these provincial realities. The overall expenditure as at the end of the third quarter amounts to R10.4 billion or 61.2 per cent of R17 billion which was allocated for 2013/14
. Table 1- depicts expenditure information as at the end of the third quarter 2013/14. The highest provincial expenditures being in the Western Cape and North West, these provinces have spent more than 75 per cent benchmark for the third quarter. Limpopo is the lowest by 15.3 per cent followed by Mpumalanga by 49.5 per cent
. Even in terms of the national transfer allocation as at the end of the third quarter, Limpopo had only received 13.4 per cent from national Department while Mpumalanga had already received 79.5 per cent. 

Issues: 
· For the past three years since the grant was introduced the Department has only spent 97% in average. What measures and plans are put in place to make sure that the expenditure is improved in this regard? 
· Why Limpopo province had only received 13.4% as at the end of the third quarter 2013/14? 

· Why Mpumalanga province has received 79.5 per cent but only spent 49.5 per cent which is even below the two quarter expenditure benchmark (50 per cent). 
· Is there any noticeable impact since the grant was introduced in the 2010/11 financial year and whether the Department does have a strategy to ensure that informal settlement is not mushrooming concurrently with the building of new houses?  
2.2 Human Settlements Development Grants Schedule 6A (Indirect Grant) 
In 2014/15, a new component of this grant was introduced as an indirect grant or in kind grant allocation was introduced as oppose to the existing direct grant schedule 5A, to eradicate bucket system which the government has reprioritised
. An amount of R899 million has been allocated for the current financial year.  The intention is to eradicate the sanitation backlog in the form of bucket system. The grant will run for two year period and it is an indirect grant. This means that the Department will spend it on behalf of the province to eradicate bucket system. The indirect grant will be focus on improving sanitation in areas where housing projects did not adequately provide for decent sanitation systems. 

Issues: 

· Whilst the new grant is welcomed to eradicate the bucket system, the following issues need to be clarified:
· Can the Department provide a breakdown or a number of provinces where the bucket system is still prevalent? And what informed the R899 million allocated for this programme? 

· The programme will run for two years, the question is whether the two year period to eradicate countrywide bucket system will be enough or the programme will be reviewed
3 2. Municipal Human Settlement Capacity Grant 

This is a new indirect grant introduced by 2014/15 Division of Revenue Bill. To improve coordination of urban programmes and establish clearer lines of accountability, the National Development Plan
 recommends that responsibility for housing should shift to municipal level, where human settlement planning takes place. In support of this government is developing planning and implementation capacity in municipal government through the introduction of the new R300 million municipal human settlements capacity grant for metropolitan municipalities from 2014/15
. The intention of the grant is to build capacity in municipalities to deliver and subsidise the operational cost of administering the human settlement programme. The human settlements function is due to be assigned to the six metropolitan municipalities in 2014, however, the 2013 Division of Revenue Act suggests that the process of assigning housing function to municipalities was going to unfold in the beginning of the municipal financial year, July 2013
. The different allocations to the six metros were made by the 2013 Division of Revenue Bill and of which these have since increased in the 2014/15
. 
Issues:

· The allocation of the R300 million for capacity building in accredited municipalities should be commended. However, the committee should be kept abreast as to how is the department intending to provide capacity particularly under this R300 million funding? 
· What is the progress report in the process of assigning housing functions to the six metropolitan municipalities? 
· The Committee should be given a progress report as to how are the accredited municipality performing since the process of accreditation has unfolded 
· In April 2012, the Department reported that there was an assessment of about 18 municipalities and the report was under consideration by the provincial governments. The Committee should ascertain whether is there any progress with regards to the implementation of that report to date?  

2.4 Urban Settlement Development Grant (USDG)

The USDG was introduced in the 20011/12 national year, parallel to the Accreditation (delegation of housing responsibilities) of metropolitan municipalities. The aim of this grant as contain in the Division of Revenue Act is to assist metropolitan municipalities to improve urban land production to the benefit of the poor households by supplementing the revenue of the Metros.  This grant is line with agreed 12 outcomes by Cabinet within which to frame public-service delivery priorities and target. Outcome 8 refers to sustainable human settlements and is aimed at achieving an “improved quality of household life”. In this regard, four major outputs are spelled out: 
· Accelerate housing delivery 

· Improve access to basic services 

· Improve property market 

· More efficient land utilisation and release of state-owned land

The grant is allocated R10.2 billion for the 2014/15 financial year
. The grant is targeting about 8 metropolitan areas (Buffalo City, Nelson Mandela, Mangaung, Ekurhuleni, City of Johannesburg, City of Tshwane, eThekwini, City of Cape Town). 
The performance of the grant for the past three years is as follows
:
· In 2011/12 the grant was allocated R6.2 billion, and 88 per cent was spent in that particular year,
· In 2012/13 the allocation increased to R7.3 billion and only spent R6.8 billion or 93 per cent in that particular year, 

· In 2013/14 the allocation increased to R9 billion and the expenditure information was not available at the time when the analysis was done. 
3. Some of the Challenges on USDG raised during 2013/14 Committee meeting 

The Department of Human Settlements in the last engagement with the SCoA in relations to the USDG the following challenges were cited
:

· The lack of coordination and alignment which was experienced by the Department within the metros which led to poor service delivery,
· Lack of capacity to carry out programme plans in the metro municipalities,

· Critical vacancies and consistent personnel in some metros to manage the USDG grant,
· Land acquisition challenges and limited land in close proximity to the city centres, 

· Multi-year projects are budgeted for in one financial year due to inadequate planning of projects,

· There were very lengthy procurement processes which was time consuming,

· Legal challenges,- certain tenders were being contested in courts particularly for major projects,

· There was a lack of management and governance of informal settlements area. 

Issues:
· All the above challenges were outlined by the Department during the engagement regarding 2013/14 MTEF. The Committee should ascertain whether these challenges have been addressed to date,

· Some of these metros are going to be assigned with a housing function; the question is how is the Department going to ensure that there is adequate support to metros to implement this once it is assigned? 

· In 2012/13 financial year, the grant only spent 93%, the Committee should ascertain reasons for such poor expenditure and whether this will not be the trend with regards to other grants?
· One of the conditions of the USDG suggests that metro should allocate 3 per cent of their allocation to the bucket eradication initiative, the Committee should ascertain if this is really taking place and whether or not is going to be a duplication of the what schedule 6 A which is the Human Settlement Development Grant is doing? This grant schedule has been earmarked for the same purpose.
· Why the USDG 3 per cent not being is incorporated into the schedule 6 A grant of the Human Settlement Development Grant since it serves the same purpose-which is to eradicate the bucket system?     

4. Rural Household Infrastructure Grant (RHIG) 
The grant was initiated as a schedule 7 grant in the 2010/11 financial year
. In 2013/14 the schedule of the grant was changed from schedule 7 to 5 with effect from 2013. The Rural Household Infrastructure Grant (RHIG) is divided into two components, there is schedule 5 B which is a direct grant to municipalities and schedule 6 B which is an indirect grant or grant in kind allocation to municipalities
. 
The intention of the grant is to provide specific capital funding for the eradication of rural sanitation backlogs and to target existing households where bulk dependent services are not viable
. Its primary purpose is to improve basic sanitation in rural areas. For the indirect grant component an amount of R66 million has been allocated while for the direct grant component only R48 million has been allocated for 2014/15
. The performance of the past three financial years is as follows
:

· In 2011/12 an amount of R258 million was allocated for this grant, but only R77.8 million or 31 per cent was spent at the end of that financial year, 

· In 2012/13 an amount of R340.6 million was allocated for this grant, but only R135 million or 60 per cent was spent, 
· In 2013/14 an amount of R106.7 million was allocated for this grant; the expenditure for the third quarter was not available during the time of the analysis.     
· Issues:
· The RHIG has not been performing to its optimal expenditure level considering the above expenditure trends, what plan and measures does the Department have put in place to ensure that the poor expenditure will improve on this grant?
· What is the rationale behind the splitting of the grant into a direct and indirect grant as opposed to one component?

· What monitoring mechanisms does the Department have to ensure that the direct component is not used for other purposes by municipalities?    
5. ISSUES FOR CONSIDERATION: 
· Considering the challenges identified in the USDG, the Committee needs to ascertain whether these six metros are ready to take over the housing function and what support mechanism is in place to ensure that this programme is well implemented? 

· Whether there are measures taken to ensure that the expenditure and performance for RHIG is improved in its current trends which were displayed in the above section? 

· Considering that the Municipal Human Settlement Development Capacity Grant is a new grant in the system, the Committee needs to ascertain whether the DHS has a clear plan to ensure that this grant is effectively implemented,

· The Department should explain whether there is strategy to address housing backlog while at the same time eliminating shacks. For instance about more than 3 million houses have been built but there is too little impact in the reduction of shacks. 
· Does the Department have clear plans to ensure that the new grants are effectively implemented and the required outcome is achieved?    

​​​​​​​_____________________________________________________________________
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