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Date: 21 February 2023

RE: STOPPING OF FUNDS DUE TO UNDER PERFORMANCE/ NON-
COMPLIANCE ON THE URBAN SETTLEMENTS DEVELOPMENT GRANT,
INFORMAL SETTLEMENTS UPGRADING PARTERSHIP GRANT, AND THE
PUBLIC TRANSPORT NETWORK GRANT.

The City of Ekurhuleni acknowledges the performance as highlighted in your letter dated 17
February 2023 for the period of the second quarter of the financial year 2022/23. The city
request that the National Treasury acknowledges the economic hardship and financial
challenges that municipalities are operating in and facing at the moment.

We request that the grant spending not be measured on a straight-line allocation without
consideration of all risks associated with project implementation and sound governance
principles.

Furthermore, the city cannot be expected to spend or commit funds that were not yet received.
Project Managers and HoD's were requested to issue Instruction to Perform Work (IPW) to
contractors for projects, which have received funding to assist with the liquidity challenges
faced by the City.

The grants performance should be measured in terms of how funds have been requested from
the transferring departments. Spending of funds will be achieved in the manner or stages in
terms of which funds were received.

Funds scheduled for July, will be spent from July to December 2022 as follows.

Name of the Funds Received | Spending to Variance

Grant December

USDG 256 440 000 296 145940 | - 39 705 940
ISUPG 145 813 000 258 346 932 | - 112 533 932
PTNG 238 794 000 160 709 729 78 084 271
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The shutdown periods of the construction sector from between mid-December to mid-January
- must be taken into account as it affects each cycle which in turn affects implementation of
projects and thus performance

Furthermore, letters of non-performance were issued to the city which might have impacted
service delivery.

Funds received in November 2022, are projected to be spent in January 2023 to March 2023
as follows:

g?::ﬁ ot Funds received | January February March

UsSDG 320 551 000 72 173 166 20 071 075 80 000 000
ISUPG 260 000 000 60 904 076 13875 017 75 000 000
PTNG = 37 654 327 49 265 711 83 000 000

It is evident from the above analyses that the city is spending funds as received and not as per
straight-line allocation. National Treasury should also acknowledge their limitation to transfer
funds on the agreed periods. Funds in the PTNG were projected to be received in December
2022 and January 2023. However, funds to the value of R259m were only received on the 10
February 2023.

Funds to be transferred in the last tranche will be spent by year-end once they have been
received by the City, and any fund reductions will affect the manner in which the city is delivering
services to its communities. Any projects that might be put on hold due to funds being reduced
will likely incur risks of beirg vandalised vandalism by communities resulting in additional
resources being requested.

Challenges being experienced.

o Legal Dispute between the contractor and the City.

e Poor installation of services by the service providers that result in the delays in the
processing of invoices. ;

e Currently no work has been done due to delays in the appointment of Professional
Services Providers (PSP’s)

e Community unrest demanding sub-contracting.

e Revised SCM policy to reflect amendment approved by National Treasury on PPPFA
deviations, is pending Council approval which impact procurement process

Mitigations

o Dispute between the contractor and the City have been resolved and the
contractor is expected to be on site by mid- February.

e Improved contract management strategies

e The IPWs issued upon receipt of 2™ tranche payments.

e The project is on progress and the department will meet its target by the end of
the financial year.

e The department has developed a weekly progress plan to fast track progress and
expenditure.
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CONCLUSION

The City of Ekurhuleni has committed all USDG, ISUPG and PTNG funds and has put in place

an effective plan to ensure progress in achieving all project milestones within the 2022/23
financial year.

In light of the gravity of the above-mentioned circumstances, the City does not support the
withholding of the USDG, ISUPG and PTNG for the 2022/23 financial year and reiterates the
request for grant spending not to be measured on a straight-line allocation, but taking into
consideration the overlap of payments made in the new quarter as a result of the 30 days
invoice/ payment cycle.

Yours truly

MR. KAGISO LERUTLA
GROUP CHIEF FINANCIAL OFFICE

DR. IWOGEN MASHAZI
CITY MANAGER
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