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PROGRESS AND STATUS OF THE WINDING DOWN OF THE NORTH WEST

HOUSING CORPORATION
Report to the Portfolio Committee on the North West Housing Corporation Status Quo.
1.0
ESTABLISHMENT
The North West Housing Corporation is a Schedule 3(C) Public Entity in terms of PFM Act No.1 of 1999 and established in terms of the North West Housing Corporation Act of 1982 as amended. 
The entity has been in existence for over 27 years operating as a housing parastatal of the North West Provincial Government within the Department for Developmental Local Government and Housing (DDLG&H) and recently under the Department of Human Settlements. 
It operates in the provinces of North West, Gauteng, Northern Cape and the Free State and owns rented houses, instalment houses, flats and vacant stands.

2.0
LEGAL MANDATE
The legal mandate of the North West Housing Corporation is found in section 19 of the NWHC Act and is briefly mentioned here-under: 

2.1.1 To assess, determine and review on a continuous basis, the position regarding homelessness and housing in the Province and, in the light thereof, to determine the needs of the Province as regard to shelter, accommodation and housing;

2.1.2 To investigate, plan, prepare, commission and execute schemes and programmes for the provision of shelter, accommodation and housing;

2.1.3 To advise , render physical assistance and any other relevant  assistance to any local, regional or rural authority and any private person with regards to shelter, accommodation and housing, urban or rural planning, development and service and facilities of a technical nature connected with any form of shelter, accommodation and housing;

2.1.4 To promote the provision of accommodation and housing on a provincial level, as well as individual home-ownership;

2.1.5 To make recommendations to the Executive Council with regard to all matters connected with shelter, accommodation and housing; and

2.1.6 To advise and render financial, physical and other assistance to the Government of the Province  regarding  housing, urban and rural planning, development and services and facilities of a technical nature connected with shelter, accommodation and housing, urban and rural planning or development.

Notwithstanding its mandate, the Corporation was not able to fulfil its mandate because the shareholder ordered that the institution should be wound down by 31st March 2009 and later on by 31st March 2010.  

3.0
WINDING DOWN
In her State of the Province Address, Hon-Premier Maureen Modiselle pronounced that the NWHC winding down will be completed by end of 2009 financial year and the MEC for Human Settlements further re-affirmed that the process of winding down the NWHC should be brought to its logical conclusion by 31st March, 2010.

On 31st March 2010, the Corporation ceased to operationally exist but is still in existence legally as a legal entity.
Task teams were setup lead by the then Acting CEO Mr. M.A.X Mtyhuda for the purpose of ensuring that the winding down process is completed by the pronounced date. The task team was a cross section of various departments e.g. Department of Human Settlements, Public Works, Internal Audit and NWHC, 
The Task Team could not handle the cumbersome exercise of winding down the entity effectively due to lack of capacity and budgetary constraints. The Department  Human Settlements then requested the Provincial “EXCO” to appoint a service provider to assist with the verification and valuation of  all assets registered in the name of the NWHC. 
However, in August 2010, Treasury recommended that a service provider be appointed to drive the winding down process, legally, financially and operationally.
A service provider was then appointed in November 2010. The service provider is expected to wind down the institution by 31 March 2011.
3.1
Inadequate Funds 

The Corporation started experiencing extreme cashflow problems since 2009. This was as a result of the moratorium placed by the Department of Human Settlements, Public Safety and Liaison on transfers of any properties registered in the name of the NWHC.
The other reason for the inadequte funds was due to the general apathy in the payment of rentals and instalments by the tenants. This was mainly due to the fact that there was no proper communication to the public regarding the status of the Corporation with respect to the winding down process.
The freezing of the First National Bank Account for the Corporation which was used to settle operational and miscellaneous creditors further compounded the cash flow problem of the Institution.

4.0
LIABILITIES AND LITIGATIONS
 The Cashflow dillema that the NWHC has been experiencing has resulted in the Corporation failing to meet its comittments. The announcement to wind down the institution caused panic amongst creditors. The creditors felt that the contractual arrangements made with them would not be honored and therefore felt exposed.
This resulted in most creditors litigating and some obtaining Warrants of Execution of the NWHC on movable as well as immovable properties. 

If the situation is not urgently addressed, we envisage a barrage of litigations and creditors obtaining judgement for those that have already litigated. 
There are certain cases wherein the Government has signed as a guarantor i.e should the Corporation fail to pay its debts then the creditor may go after Government. Notwithstanding that, the Government as it is the main shareholder will be obliged to make payments wherein the Corporation fails to meet its obligations.

The Constitutional Court case of Nyathi v MEC for Department of Health, Gauteng and Another, the court had to decide whether the State is immuned from attachment, execution or like process against it or any of its property for the satisfaction of judgement debts, sounding in money. The court held that for executions to take place against the state, amongst others the judgement creditor will serve the court order on either:

· The relevant National or Provincial Treasury

· The State Attorney

· The accounting officer of the relevant National or Provincial Department

· As well as the Executive Authority of the Department concerned

The above clearly shows that should the Corporation fail on its obligation then the creditor may go after Government, thus it is imperative that there should be serious consideration in lifting the moratorium for both the sale and transfer of the Corporation’s assets. 
Below is a summary of the Corporations liabilities and litigations:-
4.1 North West Housing Corporations summary of Liabilities

	LIABILITY 
	AMOUNT 

	Current Liabilities: Consultants, Attorneys & Conveyancers, Auditor General, SARS, Liberty Life, and others. 
	R21,6 million 

	Long term loans: NHFC and PIC 
	R47,9 million 

	Municipal Debts: Rates and taxes owed to local municipalities such as Mafikeng, Rustenburg 
	R77,9 million 

	Refunds: Credit balances on debtors accounts which must be refunded to clients. 
	R16, 4 million 

	TOTAL  
	R159, 1 million 


4.2 North West Housing Corporations summary of Litigations
	CASE 
	Details of Case
	Attorney
	Amount Claimed
	Staus 

	Mothube Attorneys Vs NWHC
	
	S.M Mookeletsi
	R62 million
	Pending Trial 

	Mageza Inc Vs NWHC
	Non Payment for services provided
	S.M Mookeletsi
	R10.7 million
	

	Nicor IT Vs NWHC
	Non Payment for services provided
	Van Rooyen & Tlhapi Wessels
	R1.4 million
	

	Mpete Vs NWHC & Others
	
	Kgomo Moketle & Tlou
	R0.3 million
	

	Emcon (Pty) Ltd Vs NWHC
	
	Van Rooyen & Tlhapi Wessels
	R9,286.00
	

	Molotsi Vs NWHC
	
	Sechele Attorneys
	R12,264.00
	

	Zedek CC Vs NWHC
	
	Van Rooyen & Tlhapi Wessels
	R1.7 million
	

	Dehuizemark Vs NWHC
	Non Payment for services provided
	S.M Mookeletsi
	R1.3 million
	

	PIC Vs NWHC
	Default payment of loan given to NWHC
	Kgomo Moketle & Tlou
	R24 050 000
	Obtained Warrat of Execution and attached property.

	Smit Staton Vs NWHC
	Various properties not transfered by NWHC – Non payment of Rates & Taxes.
	S.M Mookeletsi
	R200 000
	Letter of demand issued to NWHC

	Moumakwe and Other (NWHC Contract workers)
	Unfair Dismissal
	HR Human Settlements
	Claiming Compensation-Notice and 12 months salary.
	Awaiting date of hearing

	Expanded Security Solutions Vs NWHC
	Non payment of account for services rendered
	S.M Mookeletse
	R297 592.32
	Letter of demand issued 

	Mafikeng Local Municipality
	Non payment of account for services rendered
	S.M Mookeletse
	R31.8 million
	Summons Issued

	National Housing Finance Corp (HNFC)
	Non payment of Loan account.
	S.M Mookeletse 
	R23 million
	Letter of demand

	G.V Gaelejwe / NWHC
	Demand for refund on sale of properties
	Hack, Stupple & Ross
	R100 074.67
	Warrant of Execution and attachment

	Masilo Samuel/ NWHC
	Demand for refund on sale of properties
	Setshedi Makgale
	R64 660.00
	Summons Issued

	Tsele V NWHC
	Demand for refund on sale of properties
	Smit Staton Attorneys
	R365 000.00
	Letter of Demand

	A.M Losaba V NWHC
	Demand for refund on sale of properties
	Law for All
	R129 839.00
	Letter of Demand

	T.J Morudu V NWHC
	Demand for refund on sale of properties
	Scorpion
	R13 422.64
	Letter of Demand

	T.S Sebotsa V NWHC
	Demand for refund on sale of properties
	Legal Wise
	R10 860.00

	Letter of Demand

	MR Properties v NWHC

	Breach of contract
	Kgomo Mokhetlhe Tlou
	R22 million
	Summons


	M C Mojaki
	Transfer of property unto her name
	Kgomo Mokhetlhe Tlou
	R32 000. 00
	Summons


It is also important to note that NWHC is also litigating on various transactions. The cardinal case is the case of Microzone represented by Mr. Seribe. This is a case where Microzone has fraudulantly sold NWHC properties, collected money and never remitted the funds into the bank account of NWHC. As a result these properties could not be transfered to the purchaser. Most of these buyers are now sueing the Corporation as they had signed the Offer To Purchase under NWHC. 

The Corporation is in the process of applying for an interdict to restrain Microzone from conducting business on its behalf as well as to have him evicted from the NWHC premises he is occupying illegally. The rental lease agreement for Microzone expired in October 2009 and was not renewed.
Microzone was mandated to manage a NWHC property portfolio of more than 5316 properties of rental stock. These properties were valued at over R180 million. To date we have not received a single report for the sales made for these properties. 
As stated above, we are in the process of filing court documents for judgement to be granted compelling Microzone to surrender all the files and reports regarding these transactions.

5.0
DISESTABLISHMENT OF NORTH WEST HOUSING CORPORATION – REPEAL BILL
A Repeal Bill to disestablish the Corporation was been drafted and submitted to EXCO for approval. However, the advice from both National and Provincial Treasury was that the Corporation must settle its liabilities and then table the repeal Bill.
The other recommendation from Treasury was to have the Corporations assets verified, valued and disposed of to generate funds that would assist in the winding down process. 
6.0
WAY FORWARD FOR NORTH WEST HOUSING CORPORATION
6.1
Moratorium to be lifted
NWHC has over the years sold vacant sites to its clients who have paid the 10% of the purchase price directly into the bank account of the Corporation. The total amount collected by NWHC over the years representing the 10% deposit is approximately R12 million. 
With the Moratorium in place and based on the legal opinion from Advocate O.Y Dibetso-Bodibe not to continue with the sales, it means NWHC will have to refund the buyers the R12 million.  This is over and above the amount due to buyers who overpaid their accounts of approximately R16 million. 
However, should the moratorium be lifted and the Corporation be authorised to  effect transfer of these properties, we can collect the balance of approximately R45 million. Here below is a summary of these transactions:-
SALES SUMMARY OF VACANT SITES

	Township


	Total Sales Price
	Deposit Received

10%
	Amount Still to be Collected

	Atamelang
	R     847 780.00
	
	R847 780.00

	Ga-Rankuwa
	R24 432 285.00
	R3 072 321.00
	R21 359 964.00

	Kudube
	R  1 096 965.00
	    R65 500.00
	R1 031 465.00

	Mabopane
	R  6 609 825.00
	 R1 185 685.01
	R5 424 139.99

	Meriting
	R     720 575.00
	R468 221.66
	R252 353.34

	Mmabatho
	R  7 174 690.50
	R4 288 184.13
	R2 886 506.37

	Montshiwa
	R     208 030.00
	R173 275.00
	R34 755.00

	Mogwase
	R  4 466 580.00
	R10 000.00
	R4 456 580.00

	Mothibistadt
	R  1 363 660.00
	R82 418.18
	R1 281 241.82

	Pudimore
	R  2 676 920.00
	R0
	R2 676 920.00

	Selosesha
	R  2 851 620.00
	R1 444 218.00
	R1 407 402.00

	Thlabane
	R  4 603 280.00
	R351 755.50
	R4 251 524.50

	Winterveld
	R      30 400.00
	R5 000.00
	R25 400.00

	TOTAL
	R57 082 610.50
	R11 146 578.48
	R45 936 032.02


6.2
Collection of outstanding monies
Apart from money due to the Corporation for the sale of vacant stands, the Corporation has approximately R237 million that it can collect from other debtors. Refer to break down below:
	CLASS OF DEBTORS 
	AMOUNT 

	Installment debtors 
	R94.5 million 

	Rental Debtors – New Stock (On average R3.2 million is billed every month). 
	R121.5 million 

	Rental Debtors – Old Stock (This money is not collectable). 
	R 21.6 million 

	Vacant Debtors 
	R 44.7 million 

	**TOTAL 
	R282, 3 million 


The total amount collectable for all property sales is therefore R282.3 million.
Going forward, with a well designed communication strategy to the public regarding the status of the Corporation as well as a sound debt collection strategy, this money can be collected.
6.3
Asset Base of the Corporation
The other avenue that the Corporation can use as its source of revenue is the disposal of some of its property. 
The Corporation has approximately R439.20 million in value of its property portfolio that it can dispose of. This is broken down as follows:

	ASSET 
	AMOUNT 

	*Rented Houses: New Stock 
	R127, 8 million 

	Instalment House: Houses managed by MAP 
	R122, 3 million 

	Vacant Sites sold: Transactions entered into to sell vacant sites. 
	R 69, 1 million 

	Vacant Sites not yet sold: Vacant sites available for sale. 
	R 85, 6 million 

	Flats: Blocks of flats still owned by the Corporation including those auctioned but not yet transferred. (excludes Itsoseng) 
	R 34, 2 million 

	**TOTAL 
	R439, 2 million 


6.4
Property Transactions currently being negotiated 
6.4.1 Free State Cross Boundary Project
· The Cross-border project was established to create a framework to manage and dispose properties owned by the NWHC in the City of Mangaung.
· The project was officially launched by Minister of Housing and the MECs of Housing in North West and Free State in December 2006
· A Core Technical Team representing all affected stakeholder was established to deal with technical and practical aspects of the project.

·  Some members of the community have already received title deeds resulting from the project launch.

Negotiations to sell properties belonging to the Corporation in the Free State area for R22 million has been concluded but awaiting the go ahead from the Department of Human Settlements for the transaction to be finalised. Below are the properties earmarked for transfer:
	Area
	Old Stock
	New Stock
	Instalments
	Zero Balance
	Total

	Selosesha 
	77 
	438 
	60 
	623 
	1,198 
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	Area
	Old Stock
	New Stock
	Instalments
	Zero Balance
	Total

	Ga-Rankuwa 
	560 
	366 
	1,288 
	2482
	4,696

	Mabopane 
	428 
	407 
	218
	1457
	2510

	Winterveld 
	183
	184
	110
	1111
	1588

	Kudube 
	286 
	44 
	245 
	1,167
	1742

	TOTAL
	1,457 
	1,001 
	1,861 
	6,217 
	10,536 


6.4.3 Northern Cape Cross Boundary Project

· The North West Provincial Government is in the process of negotiations with the Northern Cape Provincial Government regarding properties registered in the name of the “NWHC” on cross boundary. 
· The following is the property portfolio in question:
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	Area
	Old Stock
	New Stock
	Instalments
	Zero Balance
	Total

	Mothibistad 
	35 
	6 
	10 
	556 
	607 

	Pampierstad 
	750 
	35 
	 177 
	 28 
	990 

	TOTAL
	785 
	41 
	187 
	584 
	1597 
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