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OVERSIGHT REPORT ON THE
2023/24 ANNUAL REPORT OF
THE CITY OF JOHANNESBURG
BY THE MUNICIPAL PUBLIC
ACCOUNTS COMMITTEE (MPAC)

1 STRATEGIC THRUST
A responsive, accountable, efficient, and productive metropolitan government.
2 OBJECTIVE

To submit to Council for approval, in terms of section 129 of the Municipal Finance
Management Act (MFMA) of 2003, the oversight report on the 2023/24 integrated
annual report of the City of Johannesburg.

3 SUMMARY

o The 2023/24 annual report will be adopted with reservations. This is due to
the underperformance of the City and its entities. The underperformance is
far-reaching, including repeated material findings by the Auditor-General of
South Africa (AGSA), the high incurrence of irregular expenditure and the
absence of consequence management.

o The overall financial health of the City remains a concern, although there
was a slight improvement in the profit and loss statement. The deficit
decreased from R327 million in the previous year to R277 million in the
year under review. However, key concerns persist, including significant
material losses in electricity and water, as well as the impairment of
debtors.

o Procurement continues to be a significant contributor to the poor audit
outcomes for significant proportion of auditees within the group. This is the
result of inadequate implementation of internal controls and poor contract
management.

o Some improvements have been noted with the appointment of the
Disciplinary Board to address issues of financial misconduct. During the
year under review, the Council referred various reports to the Disciplinary
Board for consideration.

o The Auditor General made many references to ‘reasonable steps were not
taken to prevent Irregular, Fruitless and wasteful as well and Unauthorised
expenditure and internal controls to prevent them either not present or
ineffective.
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o Consequence management for poor performance and non-compliance with
legislation is inadequately implemented:

o The root cause is the failure of senior management to hold officials
accountable.

o There has been minimal disciplinary action taken against senior
managers who have not adhered to delegated responsibilities,
particularly the prevention of unauthorised, irregular or fruitless and
wasteful expenditure (UIFW expenditure).

o Disciplinary cases and investigations into improper conduct by
employees take too long to complete, undermining consequence
management and costing the City through suspension with pay.

4 BACKGROUND

The financial year is the basis for planning, budgeting, and reporting. After the end of
the financial year, which is on 30 June, every municipality and municipal entity must
prepare an annual report’. The annual report provides a municipality with an
opportunity to report on service delivery and financial performance of the municipality
and its entities. Performance is reported against targets set in the integrated
development plan (IDP), business plans and budget. The purpose of the annual report
is to:

o Provide a record of the activities of the municipality or entity.
o Provide a report on performance against the budget; and
o Promote accountability to the local community for decisions made.

In the City of Johannesburg, Council delegated the responsibility to consider the
annual report to the Municipal Public Accounts Committee (MPAC)? on 30" January
2025. The Committee was tasked with drafting an oversight report on the annual
report. The oversight report will be adopted by Council during the ordinary meetings
on the 26™ and 27" of March 2025.

The oversight report must, as prescribed in section 129(1) of the MFMA, include a
statement indicating whether Council:

) Has approved the annual report, with or without reservations.
o Has rejected the annual report; or
) Has referred the annual report back for revision of those components that

can be revised.

" In terms of section 121(1) of the MFMA and section 46 of the Municipal Systems Act (MSA), No. 32 of
2000
2 As envisaged in section 129 of the MFMA and Circular 32 of the MFMA
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The annual report of the City covers the Group, which consists of City of
Johannesburg Metropolitan Municipality (CJMM) and 13 entities®. The annual reports
of the 13 entities are included in the consideration process.

By the end of January, seven months after the financial year, the annual report of the
municipality and any entity owned by the municipality must be tabled in council.
Based on the above, council then uses the annual report to oversee the performance
of the respective municipality.

5 FINDINGS, OBSERVATIONS AND RESERVATIONS
(1) AUDIT OUTCOME

The City achieved an unqualified audit outcome with findings, the same outcome
as the 2022/23 financial year. This is well short of a clean audit outcome®.

A clean audit outcome means that Auditor-General of South Africa (AGSA) is of
the opinion that: (i) the financial statements are likely an accurate representation
of the finances of the City; (ii) that the performance reported® by the City is likely
credible; and (iii) there was compliance with the law. The terms used by the
AGSA to describe this is that (i) the financial statements are free from material
misstatements, (ii) there were no material findings or misstatements on reported
performance and (iii) there were no material findings on non-compliance with
legislation.

Table 1: Audit outcomes for the City of Johannesburg

FINDINGS 2021 2022 2023 2024

. Ungualified Unqualified Unqualified Unqualified
Audit outcome with findings | | with findings | | with findings | | with findings
Financial Unqualified Unqualified Unqualified Unqualified
statements with findings with findings with findings with findings
Reported
performance
Compliance with
key legislation

Source: Audit reports of the City of Johannesburg

3 The thirteen entities are: City Power, Joburg Market, Joburg Theatre, Johannesburg City Parks, and Zoo
(JCPZ), Johannesburg Development Agency (JDA), Johannesburg Metropolitan Bus Services (Metrobus),
Johannesburg Property Company (JPC), Johannesburg Roads Agency (JRA), Johannesburg Social
Housing Company (JOSHCO), Johannesburg Water, Metropolitan Trading Company (MTC),Johannesburg
Tourism Company (JTC) and Pikitup.

4 A clean audit would be an unqualified audit outcome with no material findings.

5 Only the IDP scorecard is audited.
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While of considerable value, audit outcomes are inherently limited. Auditors only
test a sample of the figures and transactions provided for audit; an audit is not a
comprehensive investigation of all reported information. There remains a risk
that the AGSA did not detect misstatements or non-compliance with legislation.
Audits do not inspect whether service delivery has taken place, only whether

there is sufficient audit evidence to support the claim that there is service

delivery. Nevertheless, clean audit outcomes are the gold standard of good
governance in the public sector. Material findings by the AGSA must be treated
with the utmost seriousness and remedied by management as soon as possible.

(a)  MATERIAL FINDINGS ON REPORTED PERFORMANCE

While annual report includes 56 key performance indicators (KPIs), AGSA
audited only 22, marking a decline from the 38 KPIs audited in the previous
financial year. These 22 indicators form part of the revised Institutional
Service Delivery Budget Implementation Plan for 2023/24 and fall under

mayoral priorities 3, 4, and 5.

Material misstatements were identified in four of these indicators due to
insufficient audit evidence to verify actual performance. In some cases, the
supporting evidence provided by management materially differed from the
reported achievements, while in others, the measurement methods were

not clearly defined.

Table 2: Audit of priorities of the SDBIP 2023/24

PRIORITY AUDITED MATERIAL
FINDINGS
Priority 1: Good Governance No Not audited
Priority 2: Financial Sustainability No Not audited
. . Material
Priority 3: Energy Mix Yes findings
Priority 4: Sustainable Service Delivery Yes Matgrlal
findings
Priority 5: Infrastructure Development & Refurbishment Yes Mat?”al
findings
Priority 6: Job Opportunity and Creation No Not audited
Priority 7: Safer City No Not audited
Priority 8: Active and Engaged Citizenry No Not audited
Priority 9: Sustained Economic Growth No Not audited
Priority 10: Green Economy No Not audited
Priority 11: Smart City No Not audited

Source: 2023/24 annual report and audit report
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Under Priority 3,4,and 5 there were 22 indicators and from the sampled
KPI's material findings were identified on 3 indicators. The table below
depict the sampled key performance indicators(KPI's).

Table 3: Material findings on reported performance

INDICATOR TARGET | REPORTED AGSA FINDING
RFORMANC
E

Number of informal settlement

households provided with 1370 1520

electricity

Number of indigent
households benefitting from 140000 87181
ESP

Average number of Metrobus
passenger trips per working 20000
day

22425

Source: 2023/24 annual report and audit report

Issues appear to be detected primarily during the audit process rather than
through internal monitoring both in-year and after year-end. This highlights
the need to review the reporting and auditing processes.

Group Strategy, Policy Coordination and Relations (GSPCR) must ensure
that supporting evidence is available before the audit begins and that the
calculations used to determine reported performance are accurate.
Additionally, Group Internal Audit Services (GIAS) must audit the indicators
in advance to identify and address issues before the information is
submitted to AGSA. During the question-and-answer sessions with the
Executive® GSPCR indicated that “key challenges affecting reliable and
verifiable performance reporting stem from outdated, fragmented, and
non-standardized data management systems across departments and
entities. Many operational systems are obsolete, lack automated data
validation, and are not integrated with a centralized reporting platform. For
example, Metrobus operates on a legacy system that cannot be upgraded,
and external maintenance and support are no longer available.

Additionally, the absence of a standardized city-wide reporting framework
and inconsistent site-level data collection practices further impact data
accuracy and audit compliance. The qualified audit opinion indicates that

6 See Annexure A for a full list of questions and answers by the Executive.
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City can’t submit the accurate information to AGSA on some of the
reported performance information, of the core service delivery KPI's, which
weakens the oversight arm of the City as the executive can't account on
what the reported as the reported performance information was declared
unreliably and useless by AGSA.”

(b)  MATERIAL NON-COMPLIANCE WITH LEGISLATION

Municipalities must comply with legislation promulgated by Parliament and
the Gauteng Provincial Legislature, and all regulations promulgated under
the legislation. During the audit, the AGSA assesses all documentation
provided to determine whether there has been compliance with the
legislation. The AGSA for the third consecutive year found material non-
compliance within the City across all compliance areas. A majority of the
material findings were for non-compliance with supply-chain management
legislation, which falls under the procurement and contract management
compliance area. The repeated findings for each compliance area are
deeply concerning. The regression—the increased number of material
findings—demonstrates a failure of management’s efforts to effect change
and a continued failure to hold officials accountable.

Table 4: Material findings on compliance with key legislation by the AGSA

COMPLIANCE AREA 2022 2023 2024

Annual financial statements

Procurement and contract management

Expenditure management

Consequence management

Source: Audit reports of the City of Johannesburg

As there are too many material findings to be addressed in this report, only
the most critical findings will be addressed in detail: First, Non- monitoring
of the contractors/providers on a monthly basis which was also a concern
even in the previous financial years, as this result to service providers
getting paid more money than the work that they have completed this
finding have been raised by AGSA in the past three financial years. Second,
reasonable steps not taken to prevent the Unathorised,Irregular, Fruitless
and Wasteful expenditure of R13,3 billion incurred in 2024 financial year
across the group.
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Table 5: Material findings leading to irregular expenditure

MATERIAL FINDING 2022 2023 2024

Awards made to provider's whom tax matters has not
been declared by SARS to be in order.

Deviations for impracticality and emergency approved
where it was not impractical to invite competitive bids
and emergency due to poor planning

Failure of persons in the City to disclose that family
members had private or business contract awarded by
the City

Contract performance and monitoring measures and
methods were not sufficient to ensure effective
contract management

Awards made to companies who directors were in
service of state institution

Failure of persons in the City to disclose that family
members had private or business contract awarded by
the City

Source: Audit reports of the City of Johannesburg

All unauthorised, irregular, or fruitless and wasteful expenditure (UIFW
expenditure) must be recovered or written off. The expenditure must be
recovered if an official is found to be liable because he or she acted
deliberately or negligently. In the past financial year there have been some
strides made on the processing of UIFWE incurred, but the priority should
not be on the regularization of UIFWE than to prevent the incurrence. The
operational of the Disciplinary Board during the financial year led to
significant improvement on the recovery of the UIFWE.
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Graph 3: Cumulative UIFWE Recoveries for
CJMM, excluding entities (R’ millions)
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Source: Audited Group AFS
(c) AUDIT OUTCOMES OF ENTITIES

The City has 13 entities, each subjected to the same audit as CJMM. For the
first time in the past three financial years, two entities—Johannesburg City
Theatres (JCT) and Joburg Market—received clean audit opinions.

During the question-and-answer session, the committee inquired about the
root causes of misstatements in the AFS. The executive identified several
contributing factors, including:
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D Financial statement preparation is done manually using due to
non-implementation of MSCOA modules for preparation of AFS,
which do not comply with current accounting standards and
best practices.

D The size and complexity of the City, combined with stringent
accounting requirements, lead to human errors due to a lack of
automation.

D Departments fail to declare complete and accurate irregular
expenditure to GRAS.
D Poor monitoring of fixed assets by departments.

The table below presents the audit outcomes of the Municipal-Owned
Entities over the past four years.

Table 6: Audit outcome by entity

ENTITY 2021 2022 2023 2024
Unqualified | Unqualified | Unqualified | Unqualified
City Power with with with with
findings findings findings findings
Unqualified | Unqualified | Unqualified | Unqualified
JCPZ with with with with
findings findings findings findings
Unqualified | Unqualified | Unqualified | Unqualified
JDA with with with with
findings findings findings findings
Unqualified | Unqualified | Unqualified | Unqualified
JPC with with with with
findings findings findings findings
Unqualified | Unqualified
Joburg Market with with
findings findings
Unqualified | Unqualified
Joburg City Theatre with with
findings findings
Unqualified Unqualified | Unqualified
JOSHCO with with with
findings findings findings
Unqualified | Unqualified | Unqualified | Unqualified
JRA with with with with
findings findings findings findings
Unqualified | Unqualified | Unqualified | Unqualified
Johannesburg Water with with with with
findings findings findings findings
Unqualified | Unqualified | Unqualified | Unqualified
Metrobus with with with with
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ENTITY 2021 2022 2023 2024
findings findings findings findings
Unqualified | Unqualified | Unqualified
MTC with with with
findings findings findings
Unqualified | Unqualified | Unqualified | Unqualified
Pikitup with with with with
findings findings findings findings
Johannesburg Tourism quualified quualified
Company (JTC V.V'th. V.V'th.
findings findings

Source: Audit reports of the City of Johannesburg

The financial statements of two out of the thirteen entities were free from
material misstatements before corrections. However, eleven entities had
material misstatements that were only corrected after AGSA highlighted them

to management.

A major concern—and a symptom of the systemic absence of good governance
across the City —is that, apart from the two entities with clean audits, all eleven
remaining entities had material findings related to expenditure management.
The Group still has a long way to go in achieving clean audits, as over 80% of
the submitted financial statements contained material misstatements that

required AGSA’s assistance to correct.

Entity CFOs must implement strong internal controls to ensure proper record-
keeping of information required for preparing annual financial statements. A

significant portion of AGSA’s material findings related to financial statements
stemmed from poor accounting record-keeping.

Table 7: Material findings for entities

ENTITY

PERFORMANCE REPORT | COMPLIANCE WITH
LEGISLATION

City Power

JCPZ

JPC

Joburg Market

JOSHCO

JRA
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Johannesburg Water

JCT

Metrobus

MTC

Pikitup

Johannesburg Tourism Company

JDA

Source: Audit reports of the entities of CoJ

The noncompliance with the legislation is the significant contributor to the
UIFWE, it is also concerning that significant proportion of irregular
expenditure incurred was a result of use of regulation 36 especially
impracticability and emergency, during the question-and-answer session
executive®, indicated that the significant proportion of irregular expenditure
resulting from regulation 36 was due to the fact that Auditor General held a
different view from the city and concluded that these deviations should not
be considered as deviations and should be regarded as irregular
expenditure, however the committee observed that AGSA is raising them
as irregular because.

(d) ROOT CAUSES OF AUDIT FINDINGS

For both the City and its entities, officials are responsible for ensuring the
completeness of information submitted for auditing and compliance with
legislation. To enable officials to fulfill this duty, the accounting officer must
exercise adequate oversight over senior managers, while senior managers
must ensure that proper controls are in place and effectively implemented.
This should result in strict adherence to legislation, close monitoring of
procurement, and timely resolution of AGSA and internal audit findings.
Additionally, risks should be identified and mitigated, and consequence
management should be enforced when officials act negligently or
deliberately engage in misconduct. Unfortunately, for the City and 11 of its
13 entities, this was not the case.

The AGSA identified significant control deficiencies across all entities.
Specifically:

. In CJMM and 11 entities, accounting officers failed to exercise
adequate oversight.
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. In CJMM and 11 entities, senior management lacked the
necessary control disciplines.
. In CUMM and all 11 entities, the accounting officer failed to take

adequate steps to prevent unauthorized, irregular, fruitless, and
wasteful (UIFW) expenditure, as required by legislation.

This last finding is particularly concerning, as the amendment to the Public
Audit Act makes it clear that the ultimate responsibility —and liability —for
material irregular expenditure lies with the accounting officer. Despite
these serious audit findings, senior managers, particularly in CJMM, faced
little to no consequences for their failures.

Furthermore, the disciplinary action undertaken appears to be ineffective.
This may be due to:

. Prolonged disciplinary processes — Some cases remain
unresolved for over six months, and in some instances,
implicated officials have been moved from the core
administration to entities, further delaying proceedings.

. Officials resigning before disciplinary cases conclude — Once
officials resign, disciplinary procedures are halted, despite many
of them being liable for UIFW expenditure.

The legislation is clear: officials who negligently or deliberately incur UIFW
expenditure are personally liable, and any resulting financial loss must be
recovered. However, the City's failure to enforce this accountability further
undermines governance and financial discipline.

(e) KEY AUDIT MATTERS AND EMPHASIS OF MATTERS

The audit report includes sections on Key Audit Matters (KAMs) and
Emphasis of Matters. While neither affects the audit outcome, both are
significant in understanding the City’s financial state.

KAMs were introduced to enhance transparency in the audit process by
highlighting areas with a high risk of material misstatement or those
requiring significant auditor judgment. For the City, the key audit matter
relates to revenue from service charges for water and electricity, due to the
significant judgment applied in estimating consumption for revenue
recognition.

In contrast, Emphasis of Matters highlight the most critical aspects of the
financial statements, as identified by AGSA. These matters have remained
unchanged for the past three financial years and include:
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o Material contingencies,
. Material impairment of debtors, and
o Significant electricity losses.

Additionally, delays in management providing requested documents within
agreed timelines negatively impacted the audit process. These delays
reduced the time available for audit execution and the evaluation of audit
evidence. As a result, they have been classified as a key audit matter,
sometimes leading to increased audit fees.

(2) FINANCIAL PERFORMANCE

During the year under review, the Group recorded a deficit of R277 million, an
improvement from the R300 million deficit in the previous year. While revenue
increased by 15%, rising from R64 billion in the previous financial year to R75
billion, this gain was offset by a corresponding 15% increase in expenditure,
which grew from R65 billion to R75 billion. As a result, the overall net deficit
remained relatively unchanged. To improve profitability, the City must
implement stricter expenditure management, as revenue growth alone is
insufficient if rising costs continue to erode financial gains.

Graph 4: Revenue and expenditure for the Group (R’ billions)

R" Billions
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2021 2022 2023 2024
=== Fcvenue Expenditure

Source: Audited Group AFS
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(a) REVENUE
Revenue is derived from three main sources:

o Revenue from rates, which is charged as a percentage of the
valuation of the properties.

o Revenue from the rendering of services, which primarily
consists of the sale of electricity, water, sewerage & sanitation
charges and refuse removal; and

o Revenue from government grants, which includes operating
grants such as the Equitable Share Levy and Fuel Tax as well as
capital grants such as the Urban Settlements Development
Grant.

The collection of revenue is the primary source of funding that the City uses
to provide services. While revenue from the sale of electricity, water, refuse
removal and sewerage and sanitation increased, it is concerning that the
revenue billed will not be collected as the City is struggling to collect
revenue, this will negatively impact the city to fund its operations as it
mainly rely on the revenue from rates and service charges to fund the
operation.

Table 8: Change in revenue from 2022/23 to 2023/24

SOURCE OF REVENUE 2024 INCREASE INCREASE %
Sale of electricity R 18.50bn R 2.76bn 17.50%
Sale of water R 9.50bn R 1.00bn 11.76%
Refuse removal R 2.78bn R 0.78bn 39.00%
Sewer & Sanitation Charges | R 6.63bn R 0.70bn 11.82%
Property rates R 16.79bn R 2.75bn 19.58%
Grants & Subsidies R 10.44bn R 1.05bn 11.18%
| Total increase | | R 9.04bn | 16.08 % |

Revenue from electricity increased by R2.7 billion, rising from R16 billion in
the previous year to R18.5 billion in the current year. This increase is
directly attributable to the cancellation of load-shedding stages during the
last quarter of the financial year.

Grants and subsidies saw a slight increase from R9 billion in the previous
year to R10 billion in the current year. Although unspent grants and
subsidies decreased from R700 million to R485 million, the committee
maintains that all grants received should be fully utilized, as unspent funds
compromise the services for which they were intended. Additionally, all
service charges and rates billed during the financial year were subject to
tariff increases.
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Impairments—revenue billed that is unlikely to be collected —increased
significantly from R43.4 billion to R52.7 billion. As a result, over 80 percent
of the debtors' book is now impaired, representing lost revenue to the City.
While much of this may be uncollectable due to underlying societal and
economic challenges, the City must improve its revenue collection efforts.
The rollout of smart meters could be a crucial first step toward enhancing
billing accuracy and collection efficiency.

Beyond impairment losses, electricity and water losses cost the City R4.9
billion in the 2023/24 financial year. The City procures electricity from
Eskom and water from Rand Water, yet a significant portion of these
resources is lost due to theft, illegal connections, and other inefficiencies.
These losses are financially material and continue to rise. Non-technical
electricity losses and physical water losses remain the highest contributors,
accounting for R3.4 billion (70% of total electricity losses) and R2 billion
(70% of total water losses), respectively.

The increasing non-technical electricity losses —caused by billing errors,
meter bypassing, tampering, and illegal connections —are deeply
concerning. Entities and the Group Finance Department have done little to
address these issues, particularly in enforcing by-laws against illegal
connections and improving billing accuracy. Addressing these
shortcomings is critical to improving the City’s financial sustainability.
The graph below depicts the trend on the water and electricity losses:

Graph 5: Electricity losses (R’ billions) Graph 6: Water losses (R’ billions)
R Billions R" Billions
2,5
2
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Source: Audited Group AFS Source: Audited Group AFS
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% INCREASE

Graph 7: Total expenditure Increase (Percentage)

(b) EXPENDITURE

In the previous oversight report, the Committee noted a clear effort to
manage expenditure, with annual increases remaining below 10% since
2021. However, in the current financial year, expenditure has risen by 13%,
reversing the trend of controlled spending. This increase is primarily driven
by rising employee-related costs, bulk purchases, and other operational
expenses.

While some cost escalations may be unavoidable, the City must reassess its
expenditure management strategies to prevent unsustainable growth in
operating costs. A continued upward trajectory in expenditure, particularly
at a rate exceeding revenue growth, could undermine financial
sustainability. The Committee urges management to intensify efforts to
contain costs while maintaining service delivery efficiency.

2022 2023

Total Expenditure Increase

Source: Audited Group AFS

In the previous oversight report, the Committee noted that employee-
related costs had maintained a consistent increase of 6% for consecutive
years, primarily due to the collective bargaining agreement stipulating a 5%
salary increase for all employees, excluding senior management. However,
in the current financial year, employee costs rose by 9.2%, marking a
notable deviation from the previous trend. This increase may be attributed
to factors beyond standard salary adjustments, necessitating a closer
review of workforce-related expenditures.
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Bulk purchase costs, which had increased by 11.5% in the previous financial
year, rose by 16% in the current financial year. This sustained upward
trajectory remains a concern, particularly given that losses from bulk
purchases constitute nearly 30% of total costs. The Committee maintains
that addressing inefficiencies and reducing losses could significantly lower
overall expenditure on bulk

General expenses, which form a substantial portion of operational costs,
increased by 14% in the current financial year. A significant proportion of
this expenditure is allocated to maintenance services. While maintenance
remains a critical function in ensuring service delivery, the City must
explore cost-containment measures to curb escalating general expenses

The relatively steady trajectory of employee-related costs in previous years
was largely influenced by the City's restraint in bulk recruitment of general
workers, JMPD officers, cleaners, and security personnel. The recent 9.2%
increase suggests a shift in this trend, highlighting the need for strategic
workforce planning to balance service delivery demands with financial
sustainability.

However, the committee noted the intention by the council to try to
manage its expenditure as depicted in the graph below:

Graph 8: COST DRIVERS OF EXPENDITURE (Percentage Increased)

Cost Drivers

% Increase

2021

Employ st Bulk Purch 5 General Exper

Source: Audited Group AFS
(c) FINANCIAL SUSTAINABILITY
The overall financial health of the City remains a concern, with a continued

deficit, although there has been a slight improvement from the previous
year's deficit of R326 million to R277 million in the current financial year.
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Key concerns persist in revenue management, expenditure management,
cash management, and the management of assets and liabilities.

While there has been a notable decrease in the current portion of loans and
borrowings from R2.7 billion to R1.3 billion, the City's cash and cash
equivalent balance has significantly declined from R2.79 billion in the
previous year to R1 billion. This sharp decline in available cash raises
serious concerns about the City's ability to cover its short-term obligations.
The risk of liquidity constraints is heightened by the fact that finance costs
have increased to R3 billion, further straining the City’s financial position.

The City's status as a net borrower remains within National Treasury
norms; however, this position must be closely monitored, particularly given
that the Municipal Borrowing Bulletin indicates that the City continues to
have a materially higher debt-to-revenue ratio than other metropolitan
municipalities. No other metropolitan municipality in South Africa has
borrowed as much as the City as a percentage of revenue. With financing
costs now exceeding R3 billion, it is imperative that borrowing levels are
managed prudently to avoid placing additional pressure on an already
constrained financial position. Going forward, cash flow management and
sustainable debt servicing must be prioritized to ensure long-term financial
stability. The graphs below depict the key profitability components
movements over the previous financial years:

Graph 9: Cash and cash equivalents (R’ Graph 10: CURRENT PORTION OF LOANS
billion) AND BORROWINGS
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Graph 11: NET PROFIT (R’ billion) Graph 12: FINANCE COST (R’ billions)

Finance Cost
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(3) SERVICE DELIVERY PERFORMANCE

The City achieved 73% of its planned SDBIP targets during the year under
review. The reported actual performance is derived from the quarterly
performance reports of departments and entities measured against the corporate
scorecard. In total, the City had fifty-six indicators and targets, of which forty-one
were achieved, while fifteen were not met.

The annual report, along with the reports from the thirteen municipal entities,
contains a vast amount of information. However, a significant portion of this
information is not subject to verification or audit, making it challenging for the
Committee to assess its validity and reliability. The AGSA only audited three of
the eleven core priorities, and material misstatements were identified in all
audited priorities. This raises concerns about the accuracy of reported
performance and highlights the need for stronger internal controls and
independent verification mechanisms to enhance the credibility of performance
reporting.

(a)  PERFORMANCE OF DEPARMENTS AND ENTITIES

Section 79 portfolio committees play a critical role in conducting extensive
in-year oversight over the various departments and entities of the City.
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These committees analyze quarterly performance reports, request
additional reports from the Executive, and conduct oversight visits to
projects and regions across the City. This continuous engagement enables
committees to develop an in-depth understanding of the operational and
financial challenges within their respective portfolios.

During the consideration of the annual report, this accumulated knowledge
and expertise are leveraged to ensure a thorough review of the City's
performance. Each committee prepares an oversight report on its
respective portfolio, providing an informed assessment of whether the
reported performance aligns with the realities observed throughout the
year. This process strengthens accountability and enhances the credibility
of the oversight function. The following is a summary of key findings of
these oversight committees: ’

The development planning reported the following strides as the
achievement during the 2023/24 financial year. Enforcement of built
environment and town planning laws towards achieving a Safer City: 2500
built environment contravention notices were issued across the city.: 44
illegal structures were demolished due to non-compliance with municipal
provisions,190 illegal outdoor advertising signs were removed, 19
properties had rate penalties imposed for outdoor matters and 77 outreach
programmes were conducted to educate communities and reduce
lawlessness.

The department further implemented the following projects during the
financial year: Municipal Planning Bylaw was promulgated, Service level
standards were100% achieved throughout the financial year,A total of 809
new housing units in the TOD priority areas were approved, Noted
progress towards digitization and becoming a Smart City included: The
processing of building plans within less than 5 days on the Construction
Permit System (CPMS), The capturing of 352 informal settlements on GIS.
The following interventions were undertaken under the Deprivation Areas
programme: The Orange Farm UDF - the final UDF and Implementation
Programme was completed, The Kliptown UDF - the final UDF and
Implementation Programme was completed.

City Power achieved 75% of its objectives in the 2023/24 financial year (FY).
Among the highlights was the completion of essential infrastructure
projects, such as: Eldorado Park and Cleveland substations and Installation
of the 88kV underground cable between the Lutz and Dalkeith substations.

7 See Annexure B for S79 inputs
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During the year under review department of Social Development was able
to reach a total of 7920 Displaced Persons through various interventions
including Shelter Placement, Drug Rehabilitation, Family Reunification,
Outreach and Community Awareness, Psycho-Social Support and
Empowerment and Skills Development. It is observed that through
intersectoral collaborations, Internal City departments, MEs and external
partners, the Department was able to meet its mandate and commitment
towards the reintegration of the displaced persons across the City of
Johannesburg.

The committee has noted the highlighted achievements that have been
reported on the indicators such as Antenatal Care booking rate, Covid 19
testing sites, provision of PPE at COJ health facilities, percentages of TB
and HIV positive clients initiated on treatment. The committee further
committee commends the department on the reported achievements and
encourages the department to continue ensuring that more efforts are
made to offer service delivery. However, the committee remains of concern
on the fact that a significant number of clients were constantly reported as
lost to follow up due to several reasons provided by the department.

The Human Settlement reported the following achievement during the
2023/24 financial year: mixed housing units of 3022 units were constructed,
2131 title deeds were issued against a target of 1500, number of informal
settlements that have been provided with electricity, water and sanitation
are reported at 1520 against a target of 1370 and Completed projects from
the financial year underreview include: Shalazile; Poortjie Dark city;
Zandspruit; South Hills; Jabulani and Madala hostel.

JMPD made 9973 traffic related enforcement against the target of 8995
operations which saw a 11% increase against the target this financial year.
The Committee has noted the Department’s deployment of points men to
ease the problem of malfunctioning traffic lights triggered by loadshedding
and power outages.

JMPD also exceeded its target of on by-law enforcement activities by 599,
with a total of 2419 activities conducted during the reporting period. This
represents a remarkable achievement of 33%. The Department adopted a
ward-based policing programme. The establishment of Tactical Response
Unit saw the Department in total arresting 10020 suspects for various
crimes, 1167 stolen/hijacked vehicles recovered, 230 firearms recovered
and 210 drug recoveries.

The Department conducted a total of 498 drug search and seizure
operations against an annual target of 350 operations, which represents a
42% over-achievement. Through partnering with Vumacam, the
Department provided technology for detecting incidents and suspects.
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ManjeNamhlanje operation was initiated as a drive which focused on land
invasions street trading, advertising and waste management, parks illegal
connections and liquor outlets. The Committee has noted 6 673252
infringements notices were issued, this a very high number indicating
widespread of traffic violation.

Transport department reported that Orange Farm public transport facility in
Ward 131 is at 89% completion, while the Zakariya Park superstop in Ward
122 is at the practical completion stage. Detailed designs for public
transport superstop in Cosmocity (Ward 96) are finalized, and the
contractor has been appointed. Construction will begin in the 2024/2025
financial year. Phase 1 small public transport facilities were implemented at
various areas (i.e., Orange Farm, Tshepisong, Zakariya).

Several transport-related initiatives took place in October 2023. These
included a driver training program (October 8-9), Blind SA sighted skills
training (October 9), and the Sci-Bono career awareness initiative (October
21-25). The Security Access Restriction (SAR) policy awareness outreach
was held in Kaalfontein (October 28), while Transport Museum tours for
school children took place on October 28 and 31. Lastly, the City of
Johannesburg launched its Travel Demand Management initiative on
October 31.

The committee noted the successful operationalization of the asphalt plant
without breakdowns, ensuring the continuity of daily programs. Key
intervention measures have been implemented to enhance the plant’s
internal capacity, significantly contributing to pothole repair programs and
other related road infrastructure projects across the city.

(b) CONDITIONAL GRANT EXPENDITURE

The City receives monetary transfers from the National Government and
the Gauteng Provincial Government, some of which are conditional and
disbursed only upon meeting specific requirements. These grants play a
crucial role in enabling service delivery, particularly by funding capital
expenditure.

As of 30 June 2024, the City had an unspent conditional grant balance of
R428 million, reflecting an improvement from the previous year’s R714
million. While this reduction is a positive step, the failure to fully utilize
available grant funding remains a concern, as it delays or denies critical
services to local communities. Over the years, the City has had to return
substantial amounts of unspent grant funding, and any continued
underperformance in grant spending could have serious implications.
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(4)

One of the consequences of failing to spend conditional grants timeously is
the potential withholding of future grant allocations by National Treasury.
This can directly impact the City’s ability to implement critical infrastructure
projects and improve service delivery. While there has been progress in
reducing unspent funds, it is imperative that the City strengthens its
planning, project implementation, and expenditure management to ensure
that all allocated funds are effectively utilized for their intended purpose.
The graph below depicts the unspent conditional grants over the years

Graph 13: Unspend conditional Grants (R" million)
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CONCERNS
(a) THE ABSENCE OF CONSEQUENCE MANAGEMENT

The Committee remains deeply concerned with the continued lack of
effective consequence management in the City. Senior management has
not been held accountable for poor performance, particularly in relation to
material findings of non-compliance with legislation. This persistent issue
has contributed to weak governance and a lack of accountability across
various departments and entities.

However, the Committee notes the City Manager’'s commitment to
enforcing consequence management at the senior management level.
While this commitment is acknowledged, the Committee will closely
monitor its implementation to ensure that tangible actions are taken to
address longstanding accountability failures. Effective consequence
management is critical to improving governance, financial discipline, and
service delivery, and the Committee will continue to engage with the
Executive to assess progress in this regard.
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(b) THE USE REGULATION 36

The Committee remains highly concerned about the continued misuse of
Regulation 36 in the City's procurement processes. While the regulation
itself is not illegal, its application must still align with the constitutional and
legislative principles of fairness, equity, transparency, competitiveness, and
cost-effectiveness, as required by the MFMA. However, the City’s reliance
on Regulation 36 continues to contribute significantly to irregular
expenditure, with AGSA highlighting that a substantial portion of these
transactions result from poor planning and ineffective contract
management.

The Committee notes with concern that, while there was a material
decrease in the use of Regulation 36(1)(a)(v) at the core level in the
previous financial year, this trend has not been consistent, as the amount
increased again during the year under review. Additionally, the use of
Regulation 36 by municipal entities continues to rise, raising questions
about whether the supply chain policies and controls applied at the core
level are being effectively implemented across all entities.

The decentralization of supply chain management (SCM) processes within
the Group exacerbates non-compliance with legislation, as each
department and entity is responsible for its own procurement. The
Committee strongly believes that centralizing the supply chain process
could help mitigate deficiencies in internal controls and improve
compliance.

During the year under review, the improper use of Regulation 36 remains a
major contributor to unauthorized, irregular, fruitless, and wasteful
expenditure. In engagements with the Executive, management indicated
that AGSA's interpretation of impracticability and emergency differed from
that of the City, leading to certain deviations being classified as irregular
expenditure. While the Committee takes note of this explanation, it remains
concerned about the ongoing reliance on deviations and urges the City to
strengthen its planning and contract management processes to reduce
unnecessary use of Regulation 36.
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The graph below depicts use of regulation 36 over the years.

Graph 14: Expenditure under contracts through Graph 15: Expenditure under contracts
impracticality (R’ billion) through emergency (R’ million)

==@== | practiability ==g==Emergency

(%] ()
c c
2 o
« R "
2021 2022 2023 2024 2021 2022 2023 2024
Source: Audited Group AFS Source: Audited Group AFS

(c) PROCUREMENT AND PREVENTATIVE CONTROLS

The late former Auditor-General of South Africa, Kimi Makwetu, aptly
stated in the Preventative Control Guides (2020:3):

“If properly designed and implemented, such [internal] controls will
detect most material irregularities that could result in a financial loss.
These controls are proactive and are an eloquent expression of the
key guards being at their posts at all times. This is relatively cheaper
than relying on investigations that will be triggered after money has
changed hands in ways that are not credible or transparent.
Preventative controls promote transparency, strengthen
accountability, and are predictable with known expected outcomes. In
essence, preventative controls are an invincible fortress against all
possible abuses of the public purse.”

Despite repeated calls for stronger financial discipline, the City continues to
struggle with unauthorized, irregular, and fruitless and wasteful
expenditure. During the year under review, irregular expenditure incurred
increased to R3.1 billion, fruitless and wasteful expenditure amounted to
R300 million, and unauthorized expenditure reached R8.9 billion. While
these figures indicate ongoing financial mismanagement, it is important to
acknowledge the progress made in addressing historic UIFWE. Through
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joint efforts by the MPAC and the boards of municipal entities, over R10
billion was either recovered or regularized during the year under review.
However, despite these efforts, the total balance of UIFWE remains
stubbornly high at nearly R20 billion.

The Committee remains committed to expediting investigations into
UIFWE, but as the former Auditor-General emphasized, investigations alone
will not resolve the issue if preventative controls are not strengthened. The
City must urgently enhance its financial oversight mechanisms to curb the
continued accumulation of irregular, unauthorized, and fruitless and
wasteful expenditure. Strengthening preventative controls is critical to
promoting transparency, improving accountability, and ensuring the
effective use of public resources. City will did not comply with 2019-24
Medium Term Strategy Framework (MTSF) (MFMA circular 111) because
the new instances irregular and fruitless and wasteful are still at
unacceptable level, as depicted in the graphs below

Graph 16: Irregular expenditure Incurred by the Graph 17: Fruitless and wasteful expenditure for
Group (R’ billions) the Group (R’ millions)
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Graph 18: Unauthorised expenditure Incurred by
the Group (R’ billions)
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6 POLICY IMPLICATIONS

This report is in line with the terms of references of the Municipal Public Accounts
Committee.

7 LEGAL AND CONSTITUTIONAL IMPLICATIONS
This oversight report is in accordance with section 129(1) of the MFMA.
8 FINANCIAL IMPLICATIONS

The Legislature incurred costs for catering for meetings of Municipal Public Accounts
Committee.

9 COMMUNICATIONS IMPLICATIONS

The City Manager, as the accounting officer, must, within seven days of its adoption
by Council, make public this oversight report, in terms of section 129 (3) of the MFMA
and in accordance with section 21A of the MSA.

The report, once adopted, will also be shared with the Gauteng Department of
Cooperative Governance and Traditional Affairs (COGTA) and the Auditor-General of
South Africa.

10 OTHER DEPARTMENTS/ BODIES CONSULTED
The various departments and entities of the City were given a chance to respond,

through the Office of the City Manager, to questions from the Municipal Public
Accounts Committee. The oversight report was informed by these responses.
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IT IS RECOMMENDED

1

That Council approve, with reservations the 2023/24 annual report of the City of
Johannesburg, together with the 2023/24 annual reports of the entities of the
City of Johannesburg.

That Council approve the oversight report on the 2023/24 annual reports of the
City of Johannesburg and its entities, noting the observations cited in the body
of the report.

That Council considers the content and recommendations of the section 79
portfolio committees oversight reports, which are attached as annexures to the
oversight report.

That Office of the City Manager provide a report detailing the progress made to
date on the collection of debts amounting to R38 billion from accounts without
billing queries. A report must be submitted to Municipal Public Accounts

Committee within 60 days of the adoption of this oversight report, in May 2025.

That Group Finance submit a detailed report on the progress of the executive
committee’s initiative to test the sale and execution of properties with accounts
in arrears. The report should outline any challenges encountered and assess the
feasibility of recovering outstanding debts where the amounts owed exceed the
value of the properties. A report must be submitted to Municipal Public
Accounts Committee within 30 days of the adoption of this oversight report, in
April 2025.

That Group Finance provide a detailed core procurement plan for the 2023/24
financial year, clearly identifying the departments that deviated from the plan
during the period. A report must be submitted to Municipal Public Accounts
Committee within 30 days of the adoption of this oversight report, in April 2025.

That Group Finance submit a detailed presentation on the components of the E-
Procurement modules that have gone live and the audit findings the system is
expected to address. A report and presentation must be submitted to Municipal
Public Accounts Committee within 30 days of the adoption of this oversight
report, in April 2025.

That Group Finance submit a report detailing the actions taken against
employees and councilors who have failed to honor their AODs, including the
number of employees and councilors over 90 days in arrears and whether they
have an active AOD. A report must be submitted to Municipal Public Accounts
Committee within 30 days of the adoption of this oversight report, in April 2025.
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9

10

1

12

13

14

15

That Group Finance submit a report detailing the Standard Operating Procedure
(SOP) for blocking and blacklisting service providers, including a list of
companies and directors blocked and blacklisted within all the core
departments over the past five years. The report should also include a status
update on the approval process and the members of the blacklisting committee.
A report must be submitted to Municipal Public Accounts Committee within 30
days of the adoption of this oversight report, in April 2025.

That Chief Financial Officer of each of thirteen entities to submit a report
detailing the Standard Operating Procedure (SOP) for blocking and blacklisting
service providers, including a list of companies and directors blocked and
blacklisted within each entity over the past five years. The report should also
include a status update on the approval process and the members of the
blacklisting committee. A report must be submitted to Municipal Public
Accounts Committee within 30 days of the adoption of this oversight report, in
April 2025.

That Group Finance submit a report detailing the plan for assisting service
providers who are on the municipality's panels but are unable to receive
contracts due to non-compliance issues or any other reason. A report must be
submitted to Municipal Public Accounts Committee within 30 days of the
adoption of this oversight report, in April 2025.

That Office of the Chief Operating Officer submit a progress report on the
capacitation of the Center of Engineering (COE). A report must be submitted to
Municipal Public Accounts Committee within 30 days of the adoption of this
oversight report, in April 2025.

That Accounting Officer provide a report detailing all cases of fraud and
corruption referred to the SAPS by GFIS in keeping with the provisions of
section 32(6) of the MFMA, with case numbers and status of each case. A report
must be submitted to Municipal Public Accounts Committee within 30 days of
the adoption of this oversight report, in April 2025.

That Group Corporate and Shared Services submit a report detailing all senior
management currently on suspension, including the period of suspension for
each. A report must be submitted to Municipal Public Accounts Committee
within 30 days of the adoption of this oversight report, in April 2025.

That Group Corporate Shared Services provide a report detailing all the UIFWE
investigations that were halted due to employees resigning prior completion of
investigation, and if those cases are pursuing report must indicate if employees
are still employed within the Departments. A report must be submitted to
Municipal Public Accounts Committee within 60 days of the adoption of this
oversight report, in May 2025.
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16

17

18

19

20

21

22

23

The city manager to submit to MPAC the second directive to the organisation
regarding the delineation of the data submissions and deadlines for the
improvement of the R&M spend in both quantity and quality. A report and
presentation must be submitted to Municipal Public Accounts Committee within
30 days of the adoption of this oversight report, in May 2025.

The Accounting Officer to compile consequence management process for Bid
Specifications processes delayed because end user departments do not provide
necessary documents on time. A report must be submitted to Municipal Public
Accounts Committee within 60 days of the adoption of this oversight report, in
May 2025.

The accounting officer to submit the consequence management plan for
departments allowing contracts to expire and forcing regulation 36 deviations
on contracts. A report must be submitted to Municipal Public Accounts
Committee within 60 days of the adoption of this oversight report, in May 2025.

Group Corporate Shared Service to provide approved consequence
management policy and code of conduct of the City Of Johannesburg. A report
must be submitted to Municipal Public Accounts Committee within 30 days of
the adoption of this oversight report, in April 2025.

That accounting officer submit the consequence management plan for the heads
of departments where the directives from Core Accounting which aim to result
in no material findings on the Annual Financial Statements are not adhered to.
A report must be submitted to Municipal Public Accounts Committee within 60
days of the adoption of this oversight report, in May 2025.

That Group Strategy Policy Coordination & Relations (GSPCR) provide a plan
whereby information provided to the Auditor General will be credible from the
2024/25 financial year and going forward. A report must be submitted to
Municipal Public Accounts Committee within 60 days of the adoption of this
oversight report, in May 2025.

That Group finance submit a report of all National and Provincial government
accounts with arrears, showing the quarterly billing and the quarterly payments
received for 2023/2024 Q1 to Q4 and for 2024/2025 Q1 to Q3. A report must be
submitted to Municipal Public Accounts Committee within 30 days of the
adoption of this oversight report, in April 2025.

That all the departments provide the comprehensive list of Auditor General
findings, including the number of repeat findings, with resolution dates in all
relevant S79 quarterly reports from first quarter in 2025/26 Financial year.
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24

25

26

27

28

29

30

That Accounting Officer of each of the thirteen entities provide the
comprehensive list of Auditor General findings, including the number of repeat
findings, with resolution dates in all relevant S79 quarterly reports from first
quarter in 2025/26 Financial year.

That Finance Managers/Directors of each department to submit quarterly the
record of the demand plan that has progressed into the ‘recovery plan’,
indicating when the procurement was more than 90 days overdue from starting,
the reasons for the late start, the remedial plan to correct the late start and the
current status. A first submission for quarter three of 2024/25 to be submitted
to Municipal Public Accounts Committee within 60 days of the adoption of this
oversight report, in May 2025.

That Accounting Officers of each of the 13 Municipal Owned Entities to submit
to their Supply Chain policy. A policy must be submitted to Municipal Public
Accounts Committee within 30 days of the adoption of this oversight report, in
April 2025.

That Accounting Officer of each of the following Municipal Owned Entities: JRA,
JDA, City Power, Joburg Water, JCPZ, JPC, MTC, Pikitup, Joshco, Joburg
Tourism, Metrobus, Joburg Market, to submit to MPAC their UIFWE registers,
including the records of investigations, disciplinary action, recovery of funds
during 2023/24 Financial Year. Registers must be submitted to Municipal Public
Accounts Committee within 30 days of the adoption of this oversight report, in
April 2025.

That Accounting Officer of each of the thirteen entities submit a report detailing
all senior management currently on suspension, including the period of
suspension for each. A report must be submitted to Municipal Public Accounts
Committee within 30 days of the adoption of this oversight report, in April 2025.

That Public Safety provide a detailed training plan for traffic officers on
compiling traffic fines to avoid errors, as well as a breakdown of fines issued,
detailing those rejected by courts due to errors. Report must the include how
many devices are being procured and anticipated implementation into the
workplace. A report must be submitted to Municipal Public Accounts
Committee within 30 days of the adoption of this oversight report, in April 2025.

The accounting officer to include in the scorecards of the financial directors of
each department responsibility for the supplier vetting tool to be used to
prevent contracts being awarded to self, close family members or business
associates in the department procurement. The business plans of the
departments to reflect such before the budget speech in May 2025.
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31

32

33

34

35

36

37

That Pikitup, together with Group Forensics and Investigation Services (GFIS),
submit an investigation report on the allegations of irregular employment of
General Workers. A report must be submitted to Municipal Public Accounts
Committee within 30 days of the adoption of this oversight report, in April 2025.

That City Power submit a report on the investigation into the allegations that
service providers and/or employees are responsible for vandalizing the
infrastructure. A report must be submitted to Municipal Public Accounts
Committee within 30 days of the adoption of this oversight report, in April 2025.

That JPC and GRAS to provide a report detailing all buildings that are not
insured for fire. The report must include reasons for not being complaint and
progress on getting compliant. A report must be submitted to Municipal Public
Accounts Committee within 30 days of the adoption of this oversight report, in
April 2025.

That City Manager create the operational structure where all the departmental
Financial Directors and the MOE CFOs are subject to the direction of the GCFO
in time for the AFS to be correctly submitted for end June 2026. A plan must be
submitted to Municipal Public Accounts Committee within 30 days of the
adoption of this oversight report, in April 2025.

That the accounting officer, in accordance with section 21A of the Municipal
Systems Act and section 129(3) of the Municipal Finance Management Act,
make public this oversight report within seven days of its adoption by Council.

That the accounting officer, in accordance with section 129(3)(b) of the
Municipal Finance Management Act, submit this oversight report to the
Gauteng Provincial Department of Cooperative Governance and Traditional
Affairs (COGTA), the Gauteng Provincial Treasury and Auditor-General of South
Africa within seven days of its adoption by Council.

That the accounting officer, in accordance with section 132(1)(b) of the
Municipal Finance Management Act, submit this oversight report to the
Gauteng Provincial Legislature within seven days of its adoption by Council.
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