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OVERSIGHT REPORT 2011/2012 
 
 
 

 
1.  Introduction 
 
 The Constitution of the Republic of South Africa, 1996 (S152) states that: 
  “(1) The objects of local government are – 

a) To provide democratic and accountable government for local 
communities; 

b) To ensure the provision of services to the communities in a 
sustainable manner; 

c) To promote social and economic development 
d) To promote a safe and healthy environment 
e) To encourage the involvement of communities and community 

organisations in the matters of local government” 
 

Sub-section (2) then qualifies within which parameters a municipality must do this. It 
states that “A municipality must strive, within its financial and administrative capacity, 
to achieve the objects set out in subsection (1)”. 

 
 The Annual Report gives further expression to these Constitutional provisions by: 

 Providing a record of the activities of the municipality during the financial year. 
 Providing a report on performance against the budget and 
 Promoting accountability to the local community for the decisions made 

throughout the year. 
 

Council is vested with the responsibility to oversee the performance of the 
municipality, as required by the Constitution, the Municipal Finance Management Act 
(MFMA) and Municipal Systems Act (MSA). 

 
The Executive Mayor therefore must submit to Council the Annual Report that 
provides a record of the activities of the municipality, a report on the performance 
against the budget of the municipality and thereby promoting accountability to the 
local community for the decisions made throughout the year, as envisaged by 
section152(1)(d) of the Constitution. 
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The Municipal Public Accounts Committee therefore in its work should check whether 
the information contained in the Annual Report is a fair and reasonable record of the 
performance of the municipality and properly accounts for the actions of the 
municipality in the financial year reported upon. 

 
“The MFMA now requires the municipality to report on all aspects of performance 
providing a true, honest and accurate account of the goals set by council and the 
success or otherwise in achieving these goals”   
(MFMA Circular 11 dd14 January 2005) 

  
Approval of the Annual Report means that the executive and administration have 
discharged in full, their accountability for decisions and actions and that their 
performance meets the criteria set by performance objectives and measures and is 
also acceptable to the community. 

 
 
2.  The Municipal Public Accounts Accounts Committee 
 

Council has assigned the responsibility of the Oversight Report on the Annual Report 
to MPAC in terms of Council resolution 8.14 dated 24 January 2013. 
 
The Terms of Reference, Clause 3.30, states: 
 
 

  “The functions of the MPAC are: 

 

(a) To consider and evaluate the Annual Report as tabled to Council, and thereafter 

make recommendations to Council in this regard.  The Committee must receive the 

report no more than two weeks after tabling to Council. 

 

(b) To compile an Oversight Report and table it in Council no later than two months 

from the date of which the Annual Report was tabled, in terms of Section 129 of the 

MFMA.   

 

(c) To monitor that all submissions and calls for comment have been undertaken as per 

Section 127(5), 130 and 132 of the MFMA. 

 

(d) To review whether matters raised in past Annual Reports have been attended to, as 

well as whether recommendations made in previous Oversight Reports in terms of 

Section 129 of the MFMA have been attended to. 

 
 
3.  2011/2012 Annual Report Consultation Process 
 

The community was advised through advertisements in the printed media on 14 
February 2013 of the availability of the Annual Report and was invited to submit 
representations/comments on the report. 
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The Annual Report was also available at all municipal libraries and offices and was 
also placed on the Knysna Municipality web site. The Annual Report was further 
submitted to the Auditor General, National Treasury, Provincial Treasury and the 
department of Local Government and Traditional Affairs as required by legislation. 

 
At the closing date for public submissions on 22 February 2013, one submission was 
received and no member of the public or institutions attended the meetings of MPAC.  
 
All Councillors were also invited to attend or/and make written or oral submissions to 
MPAC. 

 
 
4.  Summary of Comments on the 2011/2012 Annual Report 
 
4.1  Format of Report 
 

MFMA Circular 63 dated 26 September 2012 sets out the format for the Annual 
Report. While these are new guidelines, it does not differ materially from the format 
previously prescribed in terms of Circular 11 of 14 January 2005. The Oversight 
Report of 2010/2011 highlighted non-compliance by Knysna Municipality in terms of 
the format, because of use of a template that was acquired from a consultant. 
 
We find that there is overall compliance with the format as outlined in Circular 63, 
with the exception of Chapter One. This Chapter can be seen as the executive 
summary of the Annual Report and is therefore a crucial component to make the 
Annual Report accessible to the community at large. 

 
4.2 Comments on Annual Report 
 
 Chapter 1: 

Executive Mayor’s Foreword: 
The foreword compiled by the Executive Mayor should at least include information 
related to the following topics: 

 Strategic alignment to the Provincial Growth and Development Strategy. 
 Corrective actions taken to ensure that strategic objectives as stipulated in 

the IDP were achieved. 
 Methods used/implemented to improve public participation and accountability. 
 Statement of corrective actions whereby service delivery can be improved. 

 
Municipal Manager’s Overview: 
The Municipal Manager’s overview provides an opportunity to the Municipal Manager 
to give a public account, guidance and advice on the administrative performance of a 
municipality/entity. Inclusive in this foreword should be information pertaining to: 

 Functions and Powers of the municipality/entity in relation to Section 155/156 
of the Constitution and Chapter 3 of the MSA. 

 Entities related to the municipality and the sharing of power with these 
entity/ies. 

 Sector departments and the sharing of functions between the 
municipality/entity and sector departments. 

  A statement on the financial year’s audit opinion. 
 A short statement on the current financial health of the municipality / entity 

based on new budget formats as required by Treasury Regulations No 31804. 
 Information related to the revenue trend by source including borrowings 

undertaken by the municipality. 
 The internal management changes in relation to Section 56/57 managers. 
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  Measures to mitigate the top 5 risks. 
 Intergovernmental Relations 

 
The Committee has received the revised Foreword of the Executive Mayor and the 
revised Review of the Municipal Manager. These documents were received by the 
Committee after we had drawn up our report and therefore could not be evaluated by 
us. These will be incorporated in the final published version of the Annual Report and 
are attached to this Oversight report as Annexures 1 and 2. We appreciate the 
efforts of the Executive Mayor and the Municipal Manager in this regard. 

 
 

Municipal Overview 
This section provides an overview on how municipalities as separate legal entities 
function based on its relationship with other political structures, office bearers, 
administration and the community. Information on the demographics, economic 
growth, population, growth and development structure of the municipality should be 
reported including the outcomes both success and not so successful initiatives 
embarked upon. 

 
Most of this is found in section 1.2 under the heading “Municipal Function”, 
population and environmental overview. The only exception/omission is the 
relationship between/with political structures, office bearers, administration and 
community. 

 
 

CHAPTER 2 
 

Intergovernmental Relations 
The figures in Tables 13 and 17 on pages 34 and 38, respectively, for 2010/2011 do 
not correspond. 
 
The report further does not include a complete list of Section 79 committees of 
Council. 
 
We understand that these matters will be rectified in the final published Annual 
Report. 
 
No report on meetings and functioning of intergovernmental structures where Knysna 
municipality is involved, the number of meetings of each or insight into the 
functioning was included, stating the added value of the meetings. 

 
  
 CHAPTER 3 & 4 
 

Annual Performance Report 
Particulars of bids accepted should be included in future Annual Reports.  
 
On page 96 of the Performance Report under Service Provider Performance it is 
mentioned that the municipality did not appoint any service providers to or for the 
benefit of the local community on behalf of the municipality.  
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The Committee is of the view that this is incorrect. The municipality is making use of 
service providers that deliver services to the municipality and community, and 
therefore should report on its performances. Particular attention should be given to 
Knysna Tourism and other service providers that deliver critical services to the 
municipality and/or are of significant monetary value. 
 
(See further comments under Predetermined Objectives in Auditor-General’s Report)  
 
 
Auditor-General Report 
Knysna has for the fourth year in succession received a financially unqualified 
opinion with findings on predetermined objectives and compliance with laws and 
regulations. 

 
Financial: 
The Auditor-General drew attention to the matters below. His opinion is not modified 
in respect of these matters: 

 
Significant uncertainties 
8. As disclosed in note 55 to the consolidated financial statements, the 

municipality is the defendant in an action instituted for damages and 
claims against the municipality for R2 030 750 plus interest of 15,5% 
per annum from 6 March 2004, bringing the total claim to R6 314 504. 
The ultimate outcome of the matter cannot presently be determined 
and no provision for any liability that may result has been made in the 
financial statements.  

 
Restatement of corresponding figures 
9. As disclosed in note 40 to the consolidated financial statements, the 

corresponding figures for 30 June 2011 have been restated as a result 
of errors discovered during the 2011-12 financial year in the financial 
statements of the Knysna Municipality at, and for the year ended, 30 
June 2011. 

 
Material losses/impairments 
10.  As disclosed in note 46.4 to the consolidated financial statements, the 

municipality incurred material technical and non-technical water 
distribution losses during the year equalling 14,4% of purified water 
and amounting to R7 362 215 (2010-11: 18,2%). 

 
11.  As disclosed in note 15 and 32 to the consolidated financial 

statements the municipality incurred material impairment losses of 
R90 472 000 and R128 574 813 on investment property and property, 
plant and equipment, respectively. 

 
12.  As disclosed in note 20 to the consolidated financial statements the 

municipality had receivables from exchange transactions totalling R82 
919 418 at 30 June 2012 (2010-11: R70 733 632). A provision for 
impairments of R46 219 799 has been made against the debtors 
balance for doubtful debts (2010-11: R27 671 336). 
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13.  As disclosed in note 21 to the consolidated financial statements the 
municipality had receivables from non-exchange transactions totalling 
R39 664 974 at 30 June 2012 (2010-11: R28 782 980). A provision for 
impairments of R13 599 409 has been made against the debtors 
balance for doubtful debts (2010-11: R8 912 908). 

 
14.  As disclosed in note 45.4 to the consolidated financial statements, the 

municipality has materially underspent on the capital budget to the 
amount of R25 102 155 of which R15,4 million has been approved for 
rollover to the 2012-13 budget. 

 
If the Auditor-General’s report only reflected the matters mentioned above, Knysna 
would have received a clean audit report 

 
The following findings, however, resulted in Knysna not receiving a clean audit 
report: 

 
 

Predetermined Objectives 
 

Presentation 
 Improvement measures in the annual performance report for all the planned 

targets not achieved were not disclosed as required by section 46 of the 
Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA). This was due to 
inadequate internal policies and procedures over the processes pertaining to 
the reporting of performance information.  
 

Consistency  
 For 50% of the indicators, the reported prior year actual performance included 

as comparative information in the 2011-12 annual performance report did not 
agree to the actual performance reported in the published 2010-11 annual 
report. 

 
Measurability 
 The National Treasury Framework for managing programme performance 

information (FMPPI) requires that performance targets be specific in clearly 
identifying the nature and required level of performance. A total of 34% of the 
targets were not specific in clearly identifying the nature and the required level 
of performance. This was due to the Municipality not adequately reviewing the 
integrated development plan (IDP) to ensure that all key performance indicators 
that were set were specific. 
 

 The National Treasury FMPPI requires that indicators/measures should have 
clear unambiguous data definitions so that data is collected consistently and is 
easy to understand and use. A total of 47% of the indicators/measures were 
not well defined in that clear, unambiguous data definitions were not available 
to allow for data to be collected consistently. This was due to the Municipality 
not adequately reviewing the IDP to ensure that all key performance indicators 
that were set were specific. 
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Reliability of Information 
 The national Treasury FMPPI requires that processes and systems which 

produce the indicator should be verifiable. A total of 69% of the actual reported 
performance relevant to the selected objectives either differed materially when 
compared to the source information and/or evidence provided or could not be 
substantiated by sufficient appropriate evidence. This was due to Municipality 
not having adequate controls and processes in place to enable to valid, 
accurate and complete measurement and reporting of performance information. 
 

Compliance with Laws and Regulations 
 

 Strategic Planning and Performance Management:  
The accounting officer did not monitor and annually review, as part of the 
municipal entity’s (Knysna Economic Development Agency’s) annual budget 
process as set out in section 87 of the MFMA, the performance of the municipal 
entity against the agreed performance objectives and indicators as required by 
section 93B(b) of MSA. 

 
Annual Financial Statements, Performance and Annual report: 
 The annual performance report for the year under review did not include 

measures taken to improve performance, as required by section 46(1)(c) of 
the MSA. 

 The financial statements submitted for auditing were not prepared in all 
material respects in accordance with the requirements of section 122 of the 
Municipal Finance Management Act. Material misstatements of non-current 
assets, liabilities and disclosure items identified by the auditors in the 
submitted financial statements were subsequently corrected, resulting in 
the financial statements receiving an unqualified audit opinion. 

 
Expenditure Management:  
The accounting officer did not promptly inform the mayor and the MEC for local 
government in the province, in writing, of any unauthorised, irregular or fruitless 
and wasteful expenditure incurred by the municipality; whether any person is 
responsible or under investigation for such unauthorised, irregular or fruitless 
and wasteful expenditure; and the steps that had been taken to recover or 
rectify such expenditure and to prevent a recurrence of such expenditure, as 
required by section 32(4) of the MFMA. 

 
Supply Chain Management Regulations/procurement and Contract 
Management: 
 Awards were made to providers who are persons in service of other state 

institutions or whose directors/principal shareholders are persons in service 
of other state institutions, in contravention of SCM regulations 44. Similar 
awards were identified in the prior year and no effective steps were taken 
to prevent or combat the abuse of the SCM process in accordance with 
SCM regulation 38(1). 

 Persons in service of the municipality whose close family members had a 
private or business interest in contracts awarded by the municipality failed 
to disclose such interest, as required by SCM regulation 46(2)(e). 
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Internal Control Deficiencies 
 
Leadership  

 
 Oversight Responsibility: 

Leadership did not implement adequate measures to exercise sufficient 
oversight responsibility regarding financial and performance reporting and 
compliance. This resulted in material errors in the financial statements and 
annual performance report not being prevented or detected and instances of 
material non-compliance with laws and regulations not being identified and 
corrected in a timely manner. 

 
Financial and Performance Management 
 Processes relating to the collection and collation of information supporting the 

quarterly and annual performance report have not been adequately 
institutionalised at line department level to ensure that information is collected 
on a regular basis to support the annual performance report of the 
municipality.  Consequently the annual performance report contained material 
misstatements that were identified during the audit process, as well as 
instances where sufficient appropriate evidence could not be presented to 
substantiate actual performance. This was mainly due to staff members not 
fully understanding the performance information requirements. 

 
 The accounting authority of the municipal entity did not assess the entity’s 

performance against any measurable performance objectives or other 
agreement between the entity and its parent municipality. This was due to the 
fact that the municipal entity did not have agreed performance indicators with 
the parent municipality, mainly as a result of the imminent winding up of the 
entity. 

 
 The financial statements of the municipality contained material errors that 

were identified during the audit process. This was mainly due to the 
municipality not implementing adequate controls to ensure that information 
used to support the amounts in the financial statements was valid, accurate 
and complete and that the financial statement amounts and disclosures were 
accurate. 

 
 The municipality and municipal entity have also not implemented adequate 

procedures to monitor compliance on a regular basis and to address 
instances of non-compliance identified, in a timely manner. 
 

 
5.  COMMUNITY/ OTHER SPHERES OF GOVERNMENT COMMENTS 
 

A member of the community, Mr. RJ Hutchison, made written representations to the 
committee. This representation is attached to this report as Annexure 3. 
The submission raised questions of clarity on various matters.  
The Committee requested the Director: Finance to discuss his submission with him 
and report back to the Committee. A copy of the notes made by the Director: Finance 
during his discussions with Mr. Hutchison on 13 March 2013 is attached as 
Annexure 4. 
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6. REVIEW OF MATTERS RAISED IN PAST ANNUAL REPORTS 

 

The Committee notes that there was a significant improvement in the contents and 

presentation of the Annual Report, although there is still room for improvement. The MPAC will 

follow up on the outstanding issues during the course of its activities. 

 
7.  RESERVATIONS AND COMMENTS 
 
7.1  Format of Annual Report 

The Committee is satisfied with the with the overall format of the annual Report, with 
the exception of Chapter 1, which does not comply with the guide lines set out in 
MFMA Circular 63. 

 
7.2  Performance, Compliance and Control 

The Committee is concerned that the issues mentioned in the report pertaining to 
performance, compliance and control, if not attended to, could result in preventing 
Knysna Municipality to receive a clean audit outcome. 

 
7.3  Leadership 

It is clear from the Annual report that comprehensive and firm political and 
administrative leadership is required to exercise sufficient oversight responsibility 
regarding financial and performance reporting and compliance. The Committee is 
satisfied with the measures that were implemented by Management to improve 
reporting and monitoring of performance and compliance. The Committee has 
reservations about the absence of political oversight on the Annual report and 
performance of the Municipality in general. 

 
The Committee has reservations about the absence of political leadership and 
oversight on the Annual Report and the performance of the Municipality in general.   

 
8. MPAC COMMITTEE 
 

In terms of Council Resolution 1/2/13 dated 12 February 2013, Council appointed the 
following Councillors to serve on the MPAC: 

 
Cllr S De Vries (Chairperson) 
Cllr R Barrell 
Cllr T Gombo  
Cllr I Grootboom 

 Cllr B Tyokolo 
 

The Committee co-opted the Chairperson of the Audit Committee, Mr. N 
Metelerkamp, to the MPAC and a member of the Audit Committee, Mr. J Stoffels, for 
purposes of considering the Oversight Report.  
 
The Oversight Committee held meetings on the following dates: 

27 February 2013 
08 March 2013 
19 March 2013 

  
Minutes of these meetings are attached as Annexures 5 to 7. 
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9.  Recommendation 
 

(a) That Council having fully considered the Annual Report of the municipality for the 
2011/2012 financial year and representation thereon, adopt the Oversight Report 
together with the Annual Report with reservations; 

 
(b) That the Oversight Report be made public in accordance with Section 129 (3) of 

the Municipal Finance Management Act 56 of 2003; 
 
(c) That the Oversight Report be submitted to the Provincial Legislature in 

accordance with section 132 (2) of the Municipal Finance Management Act 56 of 
2003;  

 
(d) That Council adopts the guidelines set out in MFMA Circular 63 for the format of 

the Annual Report and the timeframes set out in the Circular; 
 
(e) That the Executive Mayor provides political leadership in the preparation of the 

Annual Report both in terms of input and oversight before report being tabled to 
Council; and 

 
(f) That Council ensures that sufficient budgetary provision is made to address 

capacity in the areas of performance management. 

 
 
 
 
 

Cllr. S De Vries (Chairperson) 
Cllr. R Barrell 
Cllr. T Gombo  
Cllr. I Grootboom 
Cllr. B Tyokolo 
Mr. N Metelerkamp 
 
19 March 2013 
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Annexure 1 

COMPONENT A: EXECUTIVE MAYOR’S FOREWORD  

It gives me great pleasure to present the Annual Report for 2011/12. The past year was the first full year that 

our new Council (which was inaugurated only two months before the previous report) could fully perform its 

service to this town. It has been an exceptionally challenging year, but I believe that we fared well under very 

trying circumstances. 

Among the challenges we faced were changes in the top management of the Administration following the 

resignation of the previous Municipal Manager. I am delighted that Council secured Ms Lauren Waring, as our 

new Municipal Manager, who had been acting in this position since August 2011 along with her duties as the 

previous Director: Planning and Development. She was formally appointed in February 2012 and took up office 

in March of this year. While her appointment will no doubt involve many other changes, I believe that they will 

be for the greater good of the entire Knysna Municipal Area. 

This annual report reflects a year in which the global financial downturn continued its negative impact on 

South Africa and our town. It has been shocking to see people move away and businesses close, some of them 

longstanding establishments that have served the town and its visitors for decades. As for most other 

municipalities, the impact eventually filtered down to our ratepayers and ultimately to the local authority’s 

revenue stream. However, we are determined to not let this situation get us down but instead motivate us to 

continue to strive towards an even more innovative approach regarding finance, governance and service 

delivery. 

In order to ensure that we carry out our mandate and that we maximize the opportunities that government 

can offer we have ensured alignment between national and provincial priorities, policies and strategies as 

listed below:   

 Millennium Development Goals 

 National Spatial Development Perspective 

 National Key Performance Areas  

 National Outcomes   

 Provincial Strategic Objectives  

 

Looking forward we will start to align with the National Development Plan Priorities (2030 Vision) in the IDP 

Review for 2013-2014.  

 

Of great pride to me has been the establishment and functioning of the Ward Committees. These Committees, 
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chaired by the Ward Councillor are integral to the work of government. They are also one mechanism to 

ensure that government delivers on its mandate and there is public accountability for our actions. Other 

mechanisms to improve community participation in and oversight of Council’s functions includes the following: 

 The Audit Committee 

 The Oversight Committee 

 The various Portfolio Committees 

 Media releases and communiques 

 Ward and Council newsletters 

 Social media 

 

Council will also establish a Municipal Public Accounts Committee in the new year. This committee will enable 

Council to provide the public with assurance that public money and assets are being managed properly and 

that value for money is being rendered. 

Despite the hardships, the Knysna Municipality attained yet another unqualified audit report for 2010/2011, 

the fifth consecutive such report. We remain well on track to our commitment towards Clean Audit 2014. 

I thank Council for the role they played in the many achievements of 2011/12 and commend them for the 

things they have accomplished in their first year of full service. Furthermore, thank you to the Municipal 

Manager for what she has already done over just a few months, and to the various directors and managers for 

ensuring good collaboration between Council and Administration. 

I look forward to Annual Report 2012/2013, in which I believe we will really start reaping the rewards of 

decisions and actions taken over the past year. 

 

Councillor Georlene Wolmarans 

Executive Mayor 
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Annexure 2 

 

MUNICIPAL MANAGER’S OVERVIEW  

 

There is no doubt that 2011/2012 was a very difficult year, not just for Knysna but for municipalities across 

South Africa.  Our year was complicated by several changes that occurred within our senior management 

team, as a number of vacancies opened up and new appointments were made, amongst others the Municipal 

Manager and Directors for Planning and Development and Technical Services.  This, combined with a relatively 

new Council and several managers having to fulfill more than one role, has placed additional stress on the 

organisation. While such circumstances can lead to instability and uncertainty if not correctly approached, I 

believe the Municipality did well. This is reflected in the unqualified audit which we received for the sixth time. 

One of the biggest issues the new Council had to face was the state of the Waste Water Treatment Works 

(WWTW). During upgrades of the works, a significant pollution spill into the estuary required several urgent 

actions, including the further allocation of R9 million on our adjustment budget. I believe this decision has 

allowed us to preserve our natural heritage for future generations. 

Capital expenditure for the year under review was not acceptable. While there were good reasons, such as the 

above-mentioned emergency work to the WWTW; the late delivery of bulk electrical works; and a myriad of 

micro projects in the wards, these all contributed to a capital spend of just over 70%. Plans and actions have 

been implemented to ensure that the organization mitigates against significant underspends for the years 

ahead. 

We are acutely aware of the town’s ageing infrastructure, the need for upgrades and replacement (rather than 

patching and hoping for the best) which are compounded by an ever-growing population, many of whom are 

simply unable to contribute to the Municipal fiscus. This is one of our top five risks. The years ahead will 

require innovative and strategic thinking by the Municipality to manage this risk, something to which we have 

committed ourselves unconditionally.  

The other top risks include: 

 A critical shortage of cemetery space to keep up with the demand. Negotiations with private 

landowners are being undertaken , as well as investigating other options, such as a crematorium. 

 A lack of a macro-economic strategy for the Greater Knysna Municipal Area which impacts negatively 

on the sustainability of the town. The Municipality is undertaking a long-term strategic planning 

exercise which includes a significant focus on the economic well-being of the municipal area. 

 The poor quality of infrastructure, which largely relates to the first risk mentioned above. This risk is 

as a result of limited repairs and maintenance spending. 

 Attracting suitably qualified, competent and skilled staff has been a challenge for a number of years. 

This is coupled with a need to retain the staff which fulfills the requirements of the organization. 
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Mitigation responses for this risk include the availability of a scarce skills policy, the development of a 

staff retention and succession policy, as well as increased focus on training.  

Knysna was, is and shall be for the foreseeable future, a domestic town. Approximately 80% of our own 

generated revenue, excluding governmental grants, comes from Knysna’s own households, thus about 20% is 

generated from the business sector. There is little scope for cross-subsidisation from the business sector, and 

therefore increases in rates and tariffs impact directly upon domestic consumers and hence almost 

immediately upon the municipality’s cash flow. Increased taxation invariably will mean increased non-

payment.  

Council succeeded to obtain higher revenue than budgeted. The operating expenditure entailed a technical 

adjustment caused by a change in the fair value of municipal assets, particularly land and buildings. Details of 

this matter are to be found in the financial statements. We have initiated a process of identifying our most 

crucial risks and areas of unnecessary expenditure, and are investigating new means of revenue enhancement, 

which will ultimately ensure our long term financial and business stability. 

 As the people in our municipal region continue to take the brunt of the recession, economic development and 

the creation of job opportunities continue to be priorities for our town. This coming year will see the 

appointment of a new Manager: Economic Development and with it an increased effort to harness resources 

and skills towards the retention of existing businesses and growing the economy. The year under review also 

saw the winding down of the Knysna Economic Development Agency, an entity of the Municipality. All the 

project planning which had been undertaken by the entity has been transferred to the Municipality and will be 

implemented by the Municipality. 

Other priorities for this coming year include greater emphasis on customer care, communication, performance 

management, credit control and revenue enhancement focused on creating a responsive, responsible and 

sustainable local authority –all whilst trying to provide our clients with the best possible service. In this regard 

we acknowledge and thank our colleagues in the National and Provincial sector departments, with whom a 

number of exciting projects have been incepted and implemented. These include a new Clinic in Masifunde, 

further housing roll out and capacity building for  our Ward Committees, as well as our Directorates: Finance 

and Corporate Services. 

As we finalise this report, the results of the October 2012 census have been published and we eagerly await 

our town-specific statistics. Until now we have been reliant on figures that were more than ten years old, and 

were just not accurate anymore because the dynamics of our region have changed so significantly over the 

past decade. Readers of this report are thus alerted to the possible disparity which will be realized in the 

Annual Report for 2012/2013.  However, the census means that this coming year we will be able to determine 

the backlogs and priorities more accurately and will be in a much better position to plan for the future and 

align our services to IDP indicators and Council priorities. 

Despite all, we were fortunate that we could continue rendering quality services to our ratepayers during the 

past year, and will continue doing so, despite the challenges we face. However, to do so, our clients also have 

to realise their own responsibility to assist us in this regard. They have to understand that there are various 
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priorities that require urgent attention, that they must be reasonable and trust that the Municipality has the 

interests of its entire people at heart. Together we will be better enabled to create and sustain a town which 

prospers. 

L Waring 

Municipal Manager 

  



- 16 - 

 

Annexure 3 
 

COMMENTS ON KNYSNA MUNICIPALITY 2011/2012 ANNUAL REPORT: 

R J HUTHISON 

 

Municipal finances: KNYSNA 2011/12 

 

Various questions, in no particular sequence 

 

STAFF/EMPLOYMENT ISSUES 

 

1)noted that” no performance bonus in year under review as officials paid a total package 

which included an annual bonus. Bonus payable only on annual performance assessment”. 

Noted further that “bonus’s now reinstated by council”. What does this actually mean and 

how is it different to existing scheme? 

QUESTION:  

-did/do terms of employment spell out the “potential” bonus subject to “performance 

review”? What % of basic guaranteed package would this be for most senior employees? 

-apparently seven senior officials qualified for this(p 160) and hence not correct to claim that 

“no performance bonus…in year under review ? 

-was this only payable at end of review period as claimed? OR was it part of total 

package(“COST TO COMPANY”)payable monthly? 

-what is budgeted for? Base cost or base cost plus potential bonus? 

-does proposed reintroduction of “bonus scheme” assume a base cost per employee of 100 

plus previous bonus potential, as the base for new bonus scheme, or is it reset to 100 plus new 

potential bonus scheme?  

 

2)Sick Leave-Community Services, with staff of 267, took” sick leave” of 2300 days. That is 

on average 8.6 days” sick leave” per employee per annum. In pursuit of establishing 

trends/abuse etc. what does council conclude from this statistic? 

 

3) Nowhere in report is it disclosed what Knysna spends on “consultants”. These figures are 

available at a national level(which must include Knysna,s submissions on the subject)), may 

we request the same disclosure to ratepayers? 

  

4)n/a 

 

5)Staff Vacancy Rate-28% shortfall(289 vacancies in addition to 643 permanent employees) 

relative to  requirement levels.  WHY is this so? 

 

What does a “funded “ post mean? 

 

Total personnel costs at R144m vs Budget of R136m. 

 

Does budget include vacant positions? 

 

If so, why would actual not be much lower? 

 

If not budgeted for does it mean that a further 20% in people costs(which simplistically 

would suggest around R29.0m,being 20% of current people costs should be expected if 

vacancies reduced to 8%? 
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FINANCIALS 

 

Total expenditure by GFS 

-R692m vs budget of R467m 

-“bulk of this due(excess) to fair value adjustments on municipal assets(land and buildings) 

and increased contribution made to bad debt provisions”. 

-could we have a split between these 2 categories? 

-what is the nature/motivation for reducing values of tangible assets such as land and 

buildings by whatever is the  magnitude? AND how much exposure has KNYSNA to this 

asset category(not apparent from balance sheet)  

 

By Category 

 

Electricity-total expenditure R145m against revenue of R172m()page 171) 

 

Of expenditure items , the category “other” accounts for R133m(92%) 

 

Details of this item please. 

 

Does this net revenue of R27m for electricity activity represent the difference between cost 

and proceeds of  electricity for Knysna 

 

Escom disclosed(June 2012) that their average selling price was 50.3c/kWh, what is 

Knysna’s cost?  

 

DEBTORS(p192) 

Gross outstanding debtors by service, show an increase of R23m(or 26%) to R122m. 

 

Note to this table states that said figure excludes provision for bad debts. 

 

Does this mean that figure is net (p205)of provisions made of R46m(exchange 

transactions)and R13.5m(non-exchange transactions)or is this figure of outstanding debtors 

before provisions. 

 

“A major write-off of arrears is contemplated for the current financial year” 

 

What is contemplated by major? 
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Annexure 4 
 

NOTES ON QUESTIONS TO MPAC FROM R J HUTCHISON 

 

1. The previous scheme was one whereby the bonus was part of the package, awarded 
automatically and increased at 8.5%.  This was as a result of the rulings from MEC Bredell at 
Swartland Municipality. 
 
The new or current scheme is a reversal to the basic package plus 14% bonus on merit as a 
maximum. 
 
The terms of employment spell out the bonus – 14% maximum. 
 
Different system previously. 
 
Payable only at end of period under review i.e. after Financials. 
 
Full potential cost i.e. base plus maximum bonus. 
 
Base plus bonus.  Base is increased by negotiation. 
 

2. Pointed out monthly in Committee. 
 

3. Figures disclosed quarterly in SCM reports.  If considered necessary.  Not included in 
National figures. 

 

5. 289 “vacancies” are unfunded posts funded means budgeted. 

 Total was  R139m (Actual) – Councillors are directors 

   R143m (Original) 

   R140m (Adjusted) 

 Budget only includes vacant if funded. 

 No. 

 

6. Fair value adjustments 

   R90,5m Investment Property 

   R129m Land and Buildings 

    

 Bad Debt Provision 

   R18,5m Exchange transactions 

   R4,5m Non-exchange transactions 

 

 Original GRAP introduction.  Property etc bought in at cost. 

 2011 revaluation/by different valuer necessitated Fair Value adjustment. 

 

Exposure most relevant.  We don’t buy land.  Most loans for plant/equipment/roads etc. cannot be 

liquidated or go bust. 

 

Eskom – Interest and Redemption. 

 

Yes. 

 

Irrelevant. 

 

Total Outstanding Debt  R122m – Gross 

Total Provision for Bad Debt R59,5 

    R62,5 – Nett 

 

All services as at 30 June 2012 i.e. R32,686,000+  
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Annexure 5 
 

MUNICIPAL PUBLIC ACCOUNTS COMMITTEE MEETING 1/2013 
 

M I N U T E S 
 

of a Meeting of the 
 

MUNICIPAL PUBLIC ACCOUNTS COMMITTEE 
 

held on 
 

Wednesday, 27 February 2013 
at 10:00 

 
in the 

 
Committee Room,  

First Floor,  
Municipal Building,  

Clyde Street,  
Knysna 

 
  
 

IN ATTENDANCE 
Members: 
Cllr De Vries, S  Chairperson 
Cllr Barrell, R 
Cllr Gombo, T M E (From 10:17) 
Cllr Grootboom, I 
Cllr Tyokolo, B 
 
Co-opted Members: 
Mr Metelerkamp, N 
 
Non-members: 
Ms Waring, L   Municipal Manager 
Mr Easton, G Director: Financial Services 
Ms. Badenhorst, A MeyerOtto Inc (Internal Auditor) 
Ms Klue-Knipe, L Auditor-General 
Mr Roux, J Acting Manager: Administration 
Ms Mtwa, S Committee Officer 
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1. WELCOME 
 

The Chairperson welcomed everybody present, especially Ms Klue-Knipe of 
the Auditor-General’s office.  

 
 

2. APOLOGIES 
Mr W McCartney 

 
 
3. TERMS OF REFERENCE 

The terms of reference of the Municipal Public Accounts Committee was 
discussed. 
 

NOTED 
 
 
4. MFMA CIRCULARS 11 AND 63 - ANNUAL REPORTS 

MFMA Circulars 11 and 63 were discussed. 
 

NOTED 
 
 
5. MFMA CIRCULAR 32 - OVERSIGHT REPORT 

MFMA Circular 32 was discussed and the Secretary instructed to find the 
checklists used during previous financial years to evaluate the Annual 
Report. 
 

RESOLVED 
 

 That the contents of MFMA Circular 32 be noted and the Secretary be 
instructed to find the checklists used during previous financial years 
to evaluate the Annual Report for use by the Committee. 
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6. WORKFLOW/PROCESS FOR ANNUAL REPORT 2011/2012 
 
The Committee noted the contents of the Process Plan for the Annual 
Report and Oversight report for the 2011/2012 Financial Year. 
 
The Committee noted that the documents circulated are allegedly not 
complete and that the report of the Auditor-General attached to the Annual 
Report is incorrect. 
 
The Secretary undertook to investigate and report back on the matter. 
 
The Committee further requested that the Chairperson invite all Councillors 
to submit their inputs on the Annual Report for consideration by the 
Committee. 
 

RESOLVED 
 

  [a] That the Secretary investigate on the differences between the 
documents circulated to Councillors as well as on the correct 
Auditor-General’s report attached to the Annual Report and 
report thereon at the next meeting. 

 
  [b] That all Councillors be invited to submit their inputs on the 

Annual Report for consideration by the Committee. 
 
  [c] That the contents of the Process Plan for the Annual Report 

and Oversight report for the 2011/2012 Financial Year be 
noted. 

 
 
7. WORKFLOW/PROCESS FOR ANNUAL REPORT 2012/2013 
 

The Committee requested that a process plan for the 2012/2013 Annual 
Report be prepared and submitted to the Committee. 
 

RESOLVED 
 

 That a process plan for the compilation and preparation of the Annual 
Report for 2012/2013 be prepared and submitted to the Committee 
for approval. 
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8. GENERAL 
 
8.1. BRIEFING DOCUMENT: AUDITOR-GENERAL 

The Auditor-General indicated that they would like to present the 
Committee with their briefing document.  
 

RESOLVED 
 

 That arrangements be made that the Auditor-General make a 
presentation on their briefing document to the Committee at its next 
meeting. 

 
8.2. CO-OPTING OF ADDITIONAL MEMBERS 
  
 The Committee discussed the implications of Clause 3.11 of its Terms of 

Reference and the co-opting of additional members. 
 

RESOLVED 
 
 [a] That in terms of Clause 3.11 of the Terms of Reference of the 

Municipal Public Accounts Committee, the Chairperson of the 
Audit Committee be co-opted as an additional member to the 
Committee; 

 
 [b] That in terms of Clause 3.11 of the Terms of Reference of the 

Municipal Public Accounts Committee, Mr J Stoffels, member 
of the Audit Committee be co-opted as an additional member 
to the Committee for purposes of the consideration of the 
Annual Report and oversight report. 

 
 
9. DATE OF NEXT MEETING 

 
After discussion it was -  
 
 

RESOLVED 
 

That the next meeting be scheduled for Friday, 8 March 2013 as 
follows: 
[a] An In Committee session be held from 08:00 during which the 

Auditor–General would be afforded the opportunity to present 
their briefing document to the Committee; and 

 
[b] The scheduled meeting of the Committee during which the 

representations of the public and annual report will be 
considered. 

 
-oOo- 
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Annexure 6 
 

MUNICIPAL PUBLIC ACCOUNTS COMMITTEE MEETING 2/2013 
 

M I N U T E S 
 

of a Meeting of the 
 

MUNICIPAL PUBLIC ACCOUNTS COMMITTEE 
 

held on 
 

Friday, 8 March 2013 
at 09:00 

 
in the 

 
Committee Room,  

First Floor,  
Municipal Building,  

Clyde Street,  
Knysna 

 
  
 

IN ATTENDANCE 
Members: 
Cllr De Vries, S  Chairperson 
Cllr Barrell, R 
Cllr Gombo, T M E  
Cllr Grootboom, I 
Cllr Tyokolo, B 
 
Co-opted Members: 
Mr Metelerkamp, N 
MR J Stoffels 
 
Non-members: 
Ms Waring, L   Municipal Manager 
Mr Easton, G Director: Financial Services 
Mr McCartney, WJ Manager: Performance, Internal Audit and Risk 

Management 
Mr S Maree Manager: Public Works 
Ms Klue-Knipe, L Auditor-General 
Mr Roux, J Acting Manager: Administration 
Ms Mtwa, S Committee Officer 
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10. WELCOME 
 

The Chairperson welcomed everybody present, especially Ms Klue-Knipe of 
the Auditor-General’s office.  

 
 

11. APOLOGIES 
12.  

Ms. Badenhorst, A: MeyerOtto Inc (Internal Auditor) 
 
 
13. MINUTES OF THE PREVIOUS MEETING 

 
On proposal by Councillor Grootboom, seconded by Councillor Gombo, it was 
- 

 
RESOLVED 

 
That the minutes of the meeting held on 27 February 2013 be confirmed and 
adopted. 
 
 

14. MATTERS ARISING FROM THE MINUTES: 
 
No matters arose from the minutes. 
 
 

15. CONSIDERATION OF INPUTS BY THE PUBLIC 
 
The member of the public who submitted inputs and question, Mr RJ 
Hutchison, did not attend the meeting of the Committee, despite being 
invited. 
The submission and questions raised by Mr Hutchison were discussed. 
 

RESOLVED 
 

That the Director: Finance be requested to have a discussion with Mr 
RJ Hutchison to obtain clarity on the matters raised in his submission 
and report back to the Committee. 
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16. CONSIDERATION OF INPUTS BY COUNCILLORS 
The Committee noted that no Councillors submitted inputs on the Annual 
Report. 

RESOLVED 
 

That Councillors be again reminded of to submit inputs on the Annual 
Report to the Committee by not later than the next meeting on 19 
March 2013. 

 
 

17. WORKFLOW/PROCESS FOR ANNUAL REPORT 2012/2013 
 

NOTED 
 
 

18. CONSIDERATION OF ANNUAL REPORT: 2011/2012  
 
The Annual Report was discussed and a number of matters were raised.  
 

RESOLVED 
 

That Administration prepares replies to the questions raised by the 
Committee and circulates it to the Committee by not later than  
12 March 2013. 

 
 

19. PRESENTATION: OFFICE OF THE AUDITOR-GENERAL 
 

The Committee received and discussed a presentation by the Auditor-
General on their audit findings. 

 
NOTED 

 
 

20. GENERAL 
 
Nothing was raised under General 
 
 

21. DATE OF NEXT MEETING 
 

RESOLVED 
 

That it be noted that the next meeting of the Municipal Public 
Accounts Committee will take place on 19 March 2013 at 10:00 in the 
Committee Room 

 
 

-oOo- 
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Annexure 7 
 

MUNICIPAL PUBLIC ACCOUNTS COMMITTEE MEETING 3/2013 
 

M I N U T E S 
 

of a Meeting of the 
 

MUNICIPAL PUBLIC ACCOUNTS COMMITTEE 
 

held on 
 

Tuesday, 19 March 2013 
at 10:00 

 
in the 

 
Committee Room,  

First Floor,  
Municipal Building,  

Clyde Street,  
Knysna 

 
  
 

IN ATTENDANCE 
Members: 
Cllr De Vries, S  Chairperson 
Cllr Barrell, R 
Cllr Gombo, T M E  
Cllr Grootboom, I 
Cllr Tyokolo, B 
 
Co-opted Members: 
Mr Metelerkamp, N 
 
Non-members: 
Cllr Edge, E   Chairperson: Finance Committee 
Ms Waring, L   Municipal Manager 
Mr Easton, G Director: Financial Services 
Mr McCartney, WJ Manager: Performance, Internal Audit and Risk 

Management 
Ms Klue-Knipe, L Auditor-General 
Mr Roux, J Acting Manager: Administration 
Ms Fandese, N Senior Clerk: Council and Committees 
Cllr Xego, D   Eden District Municipality 
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22. WELCOME 
 

The Chairperson opened the meeting and welcomed everybody present, 
especially Cllr D. Xego, Chairperson of the Eden District Municipality MPAC.  

 
 

23. APOLOGIES 
 
 
24. MINUTES OF THE PREVIOUS MEETING 

 On proposal of Cllr Barrell, seconded by Cllr Gombo, it was – 
 

RESOLVED 
That the minutes of the meeting held on 8 march 2013 be adopted, 
subject to the following amendments: 
(a) The insertion of the name of Mr B Ellman, Director: Corporate 

Services, under “Non-members Present”; 
(b) The deletion of the name of Ms L Waring, Municipal Manager, 

under “Non-members Present” and insertion of her name under 
“Apologies”; 

(c) The deletion of the 3 under “Apologies” and renumbering of the 
items thereafter 

(d) Insertion of the following sentence in in the preamble to Item 8: 
“A copy of the matters raised is attached to the minutes.” 

 
 

25. MATTERS ARISING FROM THE MINUTES: 
The Chairperson ruled that the matters arising will be dealt with under 
the items on the agenda. 

 
 

26. CONSIDERATION OF INPUTS BY THE PUBLIC 
Director: Finance reported back on the discussions he had with Mr 
Hutchison on 13 March 2013 and tabled his notes from the discussion, a 
copy of which is attached to the minutes. 
 

RESOLVED 
That the report back of the Director: Finance on his discussions with 
Mr Hutchison, be noted. 

 
 

27. CONSIDERATION OF INPUTS BY COUNCILLORS 
The Chairman reported that a follow –up of the reminder to Councillors 
for comments on the annual Report was circulated on 12 March 2013 and 
that no comments or inputs were forthcoming. 

 
 
28. WORKFLOW/PROCESS FOR ANNUAL REPORT 2012/2013 

After discussion it was- 
RESOLVED 
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That the Chairperson arranges a discussion between himself, the 
Municipal Manager, Chairperson of the Audit Committee and the 
Manager: Performance, Internal Audit and Risk Management to 
determine a workflow for the process of preparing the Annual 
Report for 2012/2013. 

 
 
29. CONSIDERATION OF ANNUAL REPORT: 2011/2012  

The Chairman tabled a draft Oversight Report and the contents thereof 
was considered and finalised. 
 

RESOLVED 
 

That the Oversight Report attached to the minutes be submitted 
to Council for consideration in terms of Section 129 of the 
MFMA. 

 
30. GENERAL 

Nothing was discussed under General. 
 
31. DATE OF NEXT MEETING 

To be determined. 
 

 
 

-oOo- 
 


