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Bay’s bleak audit outcome

Report paints sorry picture of unspent
grant money and irregular expenditure

Andisa Bonani
bonaniagithenarald coza

The Melson Mandela Bay mu-
nicipality has been slapped
with its 1 1th qualified audic
opinion as R362m from condi-
tiomal grants was not spent.
R14bn of irregular expenditure
was recorded, and there were
no proper records of municipal
assers.

The audit cutcome is con-
rained in the 2021/2022 annual
report which was presented 1o
the municipal public accounts
committee (Mpac) vesterday.

The report points out that
the electricity service should be
making a profit of at least 15%
but has been running at a loss
since the 2018/2019 financial
year, and shows the metro is
fighting an electricity battle on
many fronts,

The revenue loss is sparked
by widespread theft of electric-
ity, with the metro recording a
loss of more than RE09m with-
in the space of a year.

The report alse reveals that
enough water to almost fill
both the Churchill and Groen-
dal dams was lost during the fi-
nancial year,

But the 40,657 megalitres of
wasted water worth R21%m ks
slightly bess when compared
with the 2020/2021 financial
year.

In the mayor's summary of
the report, Retief Odendaal
said the metro continued to ex-
perience high levels of water
and electricity losses.

“The need toaddress water
and electricity losses is becom-
ing more urgent within the
current context of the
drought as well as electricity
supply challenges in the
Country.”

He said the city was
filthy due to illegal dumping,

which threatened the health of

overview, Moxolo Ngwazi

citizens. highlighted several service
“Itis ing tonote that  delivery achi

some households in the metro

still use the bucket system. Some of the achievements
“There should be a concert-  included:

ed effort to address such
anomalies in the provisien of
proper sanitation for all our
citizens."

On the spending of grants,
Odendaal said the municipali-
ty would continue to experi-
ence service-delivery backlogs.
with poor households affected
the mest if the money was not

L]
‘The need to address
water and electricity
losses is becoming
more urgent within
the current context
of the ... drought as
well as electricity
supply challenges in
the country’

Retief Odendaal

MRS

spent. The city recorded 3

® The average tumaround
time for processing residential
building applications of 500m?
or less was calculated at 14

@ Almost 4,000 work opportu-
nities were created through the
Expanded Public Works Pro-
gramume and

@ The average tumaround
time to finalise business licence
applications was 4.86 working
days.

However, she said vandal-
Ism and theft of municipal
assers, water and electricity
Insses, illegal dumping and a
high dependency on external
capital grant funding remained
achallenge.

During the period under re-
view, the DA's Ngaba Bhanga
ware the mayoral chains from
July 12021 10 November %
2021, followed by the ANC's
Eugene Johmnson until June 30
last year.

Addressing the committee,

1
52

R1.4bn in irregular
for the 2021/2022 financial
year, with the rotal historieal
amount sitting at R18.5ba,
The irregular expenditure
requires a subcommittee of
Mpac to recommend the mon-

Eastern Cape audi
senior manager Thembela
Mseleni said the audit ourcome
stemimed mainly from the -
regular expenditure and service
charges on electricity.

He said though the munici-

ey be written off, which then pality had a lot of work to do
needs to be endorsed by the for service delivery, the metro's
council financial statements reflected
However, the sub animp d
s reportedly not convened a  with the 5
meeting for almost three years. “The municipality did not
In the city manager's REPORT CONTINUES: P2
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Bay’s bleak
audit outcome

REPORT FROM: P1

recognise service charges for
the sale of eleciricity, as re-
quired by generally recognised
accounting practice.”

He said the city reflected
service charges meant for the
previous year rather than the
202172072 financial year.

“Consequently, service
charges for the sale of electrici-
ty and trade receivables from
exchange transactions to the
consolidated and separate fi-
nancial statements, respective-
Iy, were overstated by R239.3m
for the current financial year
[2021/2022], while the prior
year was understated by the
sime amount.”

Mseleni was unable to ob-
rain sufficient evidence for the
restatemnent of the figures.

The restatements were
made to correet errors identi-
fied in the previous financial
year, but Mseleni said this
cotikd not be substantiated by
supporting evidence.

In his presentation. Mseleni
also revealed the metro did
not have an adequate system
in place to accurately record
performance based on key
indicators.

“The municipality ap-
proached the National Trea-
sury to seck exemption from
reporting on these indicators,
but it was not granted,” he said.

To lessen irregulareprpmdl-
ure, the ciry has started a pro-
cess o review all the money
spent,

In refation to the electricity
service charges, the municipali-
ty will review all accounts that
are aligned with the bulk pur-
chase categary to ascestain
whether they reflect the correct
financial year.

In the auditor-general's
opinion, the audit was also un-
able to test the existence of
specific infrastructure,

This included street lights,
water mefers, electricity me-
ters, bins and containers.

Thaough the infrastructure is
listed on the fixed asset regis-
ger. the information does not
match the systems used by the
various departments.

The metro also failed to re-
view its assets to determine
lifespans.

“The municipality does pot
have an adequate system to en-
able consistent measurement
and reliable reporting of per-
formance against the indica-
wor,” H‘benp\ini.unsa

Municipal chief financial of-
ficer Selwyn Thys said though
it il not seem like it, the
mietro had improved its perfor-
mance compared with previ-
o5 financial years.

“When | started at the
myetro im 2020, there were sev-
en items of qualification and
they all have been cleared and
that is an improvement,

“The electricity service
charges and irregular expendi-
fure are new.”

On the electricity service

ﬂ1&l'gﬁ, ‘I‘hﬁsald thie auditor-
general selected and tested a
number of billings for cus-
tomers in March where some
adjustments were done with
acoounts for the financial year,
which changed the accounting,

“If. for example, an adjust-
ment was done in July 2021
it predates o the previous fi-
nancial year, it can't be back-
dated,” he said,

“So if you process an ac-
count in fuly 2021, it will reflect
in the records of the 2021/2022
financial year, which should
niot be the case because that
entry must be reflected in the
cormect year and these discrep-
ancies were picked up.”

During the meeting, ANC
councillor Buyelwa Mafaya
said if the metro continued to
operate with unfilled senior
vacancies the audit opinion
would not change next year.

Vacant positions include the
chief operating officer, and
executive directors for sport,
recreation, arts and calture,
roads and transport, and infras-

‘We have been
receivin

ualified audits

T man rs

now hcc‘;lm of
negligence from
officials who
won't report what
is wrong’

tructure and engineering.

“The auditor-general men-
tioned this is one of the rea-
soms that led to his findings be-
cauwse officials in acting posi-
tions don't necessarily commit
to doing what is expected of
them,” Mafaya said.

“Officials also know that
they can't spend funds from a
particular vote on something
that belomgs to another, which
is why we have unauthorised
expendinure and people need
to account for this.

“We have been receiving
qualified audits for many years
now because of negligence
from officlals who won't report
what is wrong”

DA councillor Heinmich
Muller said that every year the
auditor-general's report was
noted but no plan was put in
phce o ch.snme it,

“Are these issues deliberare
or pelitically motivated, be-
cause officials are supposed o
know their work because they
have been doing it for years,
nothing is new about the job™
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