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PERFORMANCE MANAGEMENT POLICY FRAMEWORK
DATE : 21/05/2012
AGENDA  : COUNCIL MEETING: 30/05/2012

REPORT : DIRECTOR CORPORATE SERVICES
PURPOSE

The purpose of this document is to review and update the current framework adopted in
2004, with a view to aligning it with current legislative and policy framework. In reviewing
the 2004 Policy Framework, efforts have been made to reflect the changes that have
occurred in local government through the introduction of the 5 Year Local Government
Strategic Agenda and the five Key Performance Areas that now inform the Revised
Municipal Scorecard Model.

This document will therefore incorporate recently promulgated legislation and policies,
currently and an updated version of the Municipal Scorecard Model and the 5 perspectives,
different levels of scorecards and the relationship of these levels, roles and responsibilities
of different stakeholders. The revised Policy Framework will also reflect the linkages
between the Integrated Development Plan (IDP), the Budget, the Service Delivery and
Budget Implementation Plan (SDBIP) and the Performance Management System (PMS) of
the municipality. As required by the Municipal Systems Act, 2000 and the Planning and
Performance Management Regulations, 2001.

BACKGROUND

The Municipal Systems Act (MSA) of 2000 mandates municipalities to establish a
performance management system, and the Planning and Performance Management
Regulations of 2001 outlines the municipality’s performance management system. The
Municipal Finance Management Act of 2003 (MFMA) require that the 5-year strategy of a
municipality, the Integrated Development Plan (IDP), must be aligned to the municipal
budget and must be monitored for the implementation of the IDP against the budget via the
annual Service Delivery and Budget Implementation Plan (SDBIP).

LEGAL IMPLICATION

To comply with Municipal System Act No.32 of 2000 chapter 6, Municipal Planning and
Performance Management Regulations of 2001, circular 13 of Natjonal treasury and
Municipal Finance Management Act No.56 of 2003.

FINANCIAL IMPLICATIONS

Payment of performance bonuses

STAFF IMPLICATION

None

PARTIES CONSULTED

Management




37
RECOMMENDATION

1. That council approve the Performance Management Policy Framework document as a
guiding document for Setsoto Local Municipality.

(FOR RECOMMENDATION TO COUNCIL)

Minutes : Exco Meeting : 22/05/2012

Cllr Lithebe proposed that the matter be recommended to Council as follows and was
seconded by Cllr Koalane, '

RECOMMENDED:

1. That council approve the Performance Management Policy Framework document as a
guiding document for Setsoto Local Municipality.

Minutes Council Meeting: 30/05/2012

Cllr Lithebe proposed that the matter be resolved as follows and was seconded by Cllr
Selasi. :

RESOLVED:

1. That council approve the Performance Management Policy Framework document as a
guiding document for Setsoto Local Municipality.
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Sepformance management is & process which rneasures the implementation
of zn organization’s sirategy. Al the local government level, this has become
an imperative, - wilh aconomic development, wansformaiion, govermance,
fimancial viability and service delivery being the key periormance areas in
terms of the Local Government Develoomental Agenda. Performance
management provides the mechanism to measure whether targets fo mest its
strategic objectives that are set by muricipaiities and its employees, are met.
Naticnal govemnment has also found i necessary io institutionalize and
provide legisiation on the performance management process for local
government.

‘The Municipal Systems Act (MSA) of 2000 mandates municipaliies {o
establish - a performance. management system, and the Planning and
Performance Management Regulations of 2001 outlines the municipality’s
performance management sysiem. The Municipal Finance Management Act
of 2003 (MFMA) require that the S-year strategy of a2 municipaiity, the
Integrated Development Plan (iDP), must be aligned to the murnicipal budget
and must be monitored for the implementation of the IDP against the budget
via the annual Service Delivery and Budget Implementation Plan (SDBIP).

The purpose of this document is {0 review and update the current ita
adopted in 2004, with a view {0 aligninig it with current legislative and paiicy
srameworl. In reviewing the 2004 Policy Framework, efforts have been made -
io reflect the changes that have occurred in local government through the
introduction of the 5 Year Local Government Strategic Agenda and the five
Key Performance Areas that now inform the Revised Municipal Scorecard
Model.

This document will therefore incorporate recently promulgated legislation and
policies, currently and an updated version of the Municipal Scorecard Model
and the 5 perspectives, different levels of scorecards and the relationship of
these levels, roles and responsibilities of different stakeholders. The revised
-Policy Framework will also reflect the linkages between the Integrated
Development Plan (IDP), the Budget, the Service Delivery and Budget
implementation Plan (SDBIP) and the Performance Management System
(PMS) of the municipality. As required by the Municipal Systems Act, 2000
and the Planning and Performance Management Regulations, 2001.

_ This revised Policy Framework sets out.

o The objectives and benefits of the performance management systerm;

o The principles that will inform the development and implementation of
the system;,

o A preferred performance model that describes what areas of
performance will be measured by the municipality;

o The process by which the system will'be managed, .

The roles and responsibilities of differant stakeholders; and

o The process of managing employee performance

o)
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L egislaiive snactments which  govern Dperoymance management in
municipalities zre found in iha Batho Pele Principles; the White Paper on
L ocal Government; Municipal Sysiems Act, 2000; Municipal Flanning and
Performance Management Regulations, 2001, hunicipal  Finance
Management Act 2003; Municipal Performance Regulations for Municipat
Managers and Managers Directly Accountable to Municipal Managers, 2006;
the Framework on Managing Performance information and tastly the Directive

- on Performance Information of ihe Public Audit Act, 2004 published under

Motice 646 of 2007.

Although it is not considered necessary o go into detail in respect cf all the
legislation it is important 10 give a brief overview of ihe most important
legislative provisions set out in:
» The Municipal Systems Act No. 32 of 2000
o The Municipal Planning and Performance Management Regulations of
2001
o The Municipal Finance Management Act No. 56 of 2003; and
» The Municipal Performance Regulations for Municipal Managers anc
Managers Divectly Accouniable o Municipal Managers of 2006.

Summaries of the provisions relafing 1o organisational ‘performance
management are therefore set out hereunder.

A. The Municipal Systems Act, 32 of 2000

Chapter 6 of the Municipal Systerns Act (2000) provides briefly that a
municipality must
o Develop a performance management system (PMS);
« Promote a performance culture;
o Administer its affairs in an economical, effective, efficient and
accountable manner;
o Set Key Performance Indicators (KPI's) as a yardstick for measuring
performance;
» Set fargets to monitor and review the performance of the municipality
based on indicators tinked to their IDP;
» Monitor and review performance at least once per year,
= Take steps to improve performance;
» Report on performance to relevant stakeholders:
o Publish an annual performance report on performance of the
municipality forming part of its annual report as per the provisions of

the Municipal Finance Management Act of 2003;




‘noorporate and report on & set of erersl (sometimes zlso refeiisa e

»5 national) indicators praseribed by he nzticnal ¥
2nd Local Government,

. condudt sn internal audit of il Derformance Measuies on 5 contlinuous
Dasis!

. Have their annual perfornance fepoft zudited by ihe puditer-General:
and '

. lhwolva the community i sefiing indicaiors aha tzroets and in raviewing

municipal performancs.
Sections 55 to 58 of the Municipal Systems Act further outline the provisions
on ihe employment-and functions of the Municipal Manager and Managers

_directly accouniable to the Municipal Manager.

2 The Municipal Planning and Performance Management
Regufztions of 2001

In summary the Regulations provide that a municipality’s Performance
‘Management System must:

. Enptail & framework that describes ana represents  how ihe

municipality’s  cycle and process of performance management,
including measuremsnt, review, reporfing and improverment, will be
conducted;

« Comply with the requirements of the Municipal Systems Ack;
» Relate to ihe municipality’s  employee serformance management
processes and be linked to the municipafity's IDF | and ihat:
A municipality must: '
o Set key performance indicators (KPY's) including input, output
and outcome indicators in consultation with communities;

]

o Annually review its Key Performance indicators; -

o Set performance targets for each financial year,

o Measure and report on the nine nationally prescribed KPVs;

o Report on performance to Council at least twice a year,

o As part of its internal audit process audit the results of
performance measurement;

o Appoint a performance audit committee; and

o Provide secretarial support to the said audit committee.

C. The Municipal Finance Management Act, 56 of 2003 (MFMA)

The Municipal Finance Management AcCt aiso contains various important
provisions relating fo performance management. In terms of the Act all
municipalities must:

» Anpnually adopt a service delivery and budget implementation plar

wiih service delivery targets and pefiormance indicators;
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Cmpowsr the Mayor of Cvecufive Committee fo approve ihe
Senvice Deslivery snd Zudget implementation  Plan and the
performance Agreements of the Municipal Managers and ihe
Managers dirscily ~cecuniable to the Municipal Manager: and
Compile an annual report, which must, arnongst others things,
include ihe municipality’s performance report compiled i ferms of
the Municipal Systems Act.

@

0. The Municipel Performance Begulations for Munici zi Maznagers
and Managers Directly Accountable to Municipzi Managers of
26086.

This legislation regulates the management of the Section 57 employees of &
municipality by providing an outline of employment contracts, performance
agreements, performance nlans, employee development and empowerment
measures and performance evaluation processes. These regulations further
provide criteria for nerfermance sscessment and the 5-point rating upon which
performance of an individua! reed o i

evaluation.

ic be scored during the assessment and

2.2 Ohbjectives of Pericrmance Management

The objectives of institutionalizing performance management are beyond the
legislative . compliance requirements. The general objectives of managing
performance are io:

<

sacilitate increased accountability;
facilitate learning and improvement;
provide early warning signals; and
facilitate decision-making processes

To serve as a primary mechanism to monitor, review and improve the
implementation of the setsoto municipality’s IDP.

]
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2.3  Principles that will Guide the Development and
Implementation of the Performance Management System

In developing the system, the municipality will be guided by the following
principles:

A Both development and implementation of the system must be driven by

top management ana council,




The systemn must plac

government processes

£ The eyetem should not
learning and growth op
DICCESSES. )

0. The system must be developed and implemented within ths available

capacity and resources of ihe municipality:

The system should align o other municipal imitiatives, svetems and

srocesses; and

]
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the community al the centie oring

[

be nunitive, but be developmental to provide
sortunities through the coaching ana review

Il

The performance management system wilt be implemented in such a way
that it

« s developmental and not punitive in nature as employees will be
provided with career opportunities and allowed space to be creative
and innovative in improving their performance;

Provides a clear and detailed framework for:

o Agreement on performance contracis;

o Clear key performance indicators, targets and standards which

are agreed upon;

o A balance between organizational needs and employee rights;
Provides clear linkages between performance and recoghnition and
reward, '

« Provides a clear guide cn dealing with poor or non performance.

<1
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3 The Setsoto E’rﬁemﬁc%paﬁ’iy Performance Managemeant
(PMIS) Model

24 What is a2 Performance Measurement Model?

Performance management is defined as a siraiegic process fo management
(or system of management), which equips leaders, managers, employees and
stakeholders at different levels with a set of tools and techniques to regularly
plan, continuously monitor, periodically measure and review performance of
the organization in terms of indicators and targets for afficiency, effectiveness
and impact. As a conceptual framework, performance management provides
an understanding of the processes and complexities of policy and policy
implementation, especially the crucial linkage between organisational aspects
such as human resources and financial management. It is a choice about
what aspects or dimensions of performance will be measured. i implies the
grouping together of indicators into logical categories or groups, called
perspectives, as a means to enhance the ability of an organization io
manage and analyze its performance.

572
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» Models simplify otherwise long lists of incicators | orgaiizing theiv
‘nto perspectives which will sufficiently represert effective
DEriormance;
wvodels help in aligning the relationship betwsen areas of periormancs
when planning, evaluating and reporting;

> Models help align strategic planning and performance management by
directly linking Key Performance Areas fo priority areas in the strategic
plan. ' :

> Building an own model allows municipalities to agree on what areas of
performance should. be integrated, managed and measured and what
values should inform indicators and standards of achievement.

e
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3.5  Criteria of a Good Performance Model

The following characteristics should guide the choice of a performance model:

&) It must be simple to develop and its implementation must be able to be
cascaded 1o the lower tevats wilh 22

) The model must ensure that there is & balance in the set of indicators
being compiled.

c) The balance created by the model must encompass all relevant and
pricrity areas of perfermance.

d) The perspectives must be aligned to the IDP objectives.

=} The model must be able o timeously diagnose blockages in ihe
sysiem.

f) It must be easy to replicate to all cther levels.

g) It must be easy io integrate with other municipal sysierns and
processes.

2.4 The Balznced Scorecard Performance Modetl

The widely used performance model is the Balanced Scorecard. The
Balanced Scorecard ensures that there is balance in the set of indicators
being compiled. It was developed as a means to measure performance by
combining both financial and non-financial indicators to create a balance
between financial and other critical functional areas in organizations. By

~ combining financial indicators and non-financial indicators in a single report,
ihe Balanced Scorecard aims to provide managers with richer and more
relevant information about the activities that they are managing than is
provided by financial indicators alone.

- 3573
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functionzl area of a municipality. "'*“.e- munic’pal scorecard measures s
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" The Municipal Davalopment Perspective
The Service Delivery Perspective
The Institutional Development Perspective
The Financial Managemsnt Perspective, and
Governance Process Perspective

PO T
R i

The Setsoto Local Municipality, having adopied the Municipal Scorecard
Perormance Model, will align this framework fo the revised Municipal
Scorecard Mode! and its performance will be grouped under the following 5
perspectives:

In this perspeciive the municipality ‘N[ | zssess whether the desired
development indicators around the performance area of social and economic

development is achieved.

3.6.2 The Service Deilvery Perspective

This perspective will asses the municipality's performance in the overall
delivery of basic and infrastructural services and products.

3.6.3 The Financial Maznagement Perspective

This perspective will measure the municipality’s performance with respect to
the management of its finances.

3.6.4 The Institutional Development Perspective

This perspective relates to input indicators that measure the functioning of the
municipality under areas such as human resources, strategic planning and
implementation, performance management and all other indicatcors that seek
to develop and manage the municipal institution.

3.6.5 The Governance Process Perspecitive

This perspective will measure the municipality’s performance in relation fo its
engagement with iis stakeholders in the process of governance, established

37
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5.7 implementation of the Geviced Municipat Scorseard W1 the
zetsoto Locat Municipality

The Setsoto loca! kunicipality, in the 2004 Policy Framework, had adopted 2
shree-level approach of implementing the scorecard. The thres levels were!

» The Strategic or Organizetional Scorecard Level — reflecting the
strategic pricrities of the municipality

The Service Scorecard Levet — which capiured the municipality's
performance in ézch defined service, provided 2 comprehensive
picture of the performance of a particular service and consisted of
obiectives, indicators and targets derived from the service plan and
service strategies.

5]

@

The Municipal Scorecard Levei —~ this was a scorecard meant {o
reflect strategic priority areas of the municipzlity, from a district level
parspective. However this scorecard was proposed on condition that
the municipality and district had clarifies their powers and functions
and all local municipalities under cne district buy into one
performance management system.

in reviewing the Policy Framework, a two-level scorecard approach is
proposed. The Strategic of Organizational Scorecard will reflect KPA's,
objectives, indicators and targets at a siratevic level and will align directly with
the IDP priorifies. This scorecard will follow along the fines of the SDBIP, but
will not have the monthly financial cash flow projections and the ward level
projects. The second sooracard will be service or departmental scorecards,
similar to the one currently used by the runicipality. This level of scorecard
will reflect objectives, indicators and iargets at a departmental level. This
scorecard will also inform the individual scorecards of the Section 57
Managers that should be a reflection of lower levels of employees’ evaluation
reports which will be phased in over-a period of time.

The two levels of scorecards will then become the organizational performance
management system (PMS) of the Setsoto Local Municipality. Al reporting on
the municipality's performance will be informed by information derived from
the two-level scorecard that reflects the municipality's performance on the five
perspectives.

3.8 Developing the Organizational Scorecard and Ouilining the
Scorecard Concepis

During the IDP process a corporate vision and mission is formulated for the
Setsoto Local Municipality, together with broad key performance areas
(KPA’s), development objectives and key performance indicators (KPV's) that
feeds into the vision and mission. It is now necessary {0 take this process
further into the performance management system, by developing an
organizational or strategic scorecard that will encompass all the relevant

o 375
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service/deparinaiia secracards will 58 nilowed every year el =doption O
e IDP and the budget znd afie sveluziion of the previous years soorecard
nr unicipal performance An fllustration of ihe components of &n
organizational o sirategic scorgcard i -sflecied in figurs 3 belOW

Explanatory notes &€ in the following paragraphs gt expand on aach ¢t ihe
somponient concepts set out in the above ilusiraiive scOiee

Step 1 Sefing aut Kational Key Perfonmance freas (KPA's]

"Outlining Key performance Areas s the first sisp in the perficimance
management process. According to the 5-Year Local Government Strategic
Agenda, &l municipalities are required to cluser their priority issues identified
during the 1DP development and review DrOCSSses sround the following

KPA's:

5 Service delivery:

o Local econoMIc development]

5 Institutionat sransformation;

5 Democracy and governance; and
~ Financial vighbility.
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i Foous Areas (SFA's that fall under
cach KFPA

In its IDP the Setsoto | ocal Municipality wii cluster the elements within each
of the broad KPA's under Strategic Focus Afeas. :

An example: Under ihe Service Delivery KPA there will be several Strategic
Focus Areas stich as water and sanitation, slectricity, etc.

Step 3: Formulating Appropriate Development Objectives

As a third step the rmunicipality will design high level objectives pel SFA. An
objective is a measurable statement of intent, measurable either quantitatively
or qualitatively. s a series of elements of the vision or mission is broken
down into manageéble guantities. '

There is NO hard-and-fast rule about how many objectives should be
is importantto make it manageable and realistic and it 1s thereiore advisable
to limit the number.

An example: Under the KPA of Service Delivery and the SFA of Waste

Management, the municipality can formulate an objective that goes along
ihese lines: '
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Step 4: Developing Suiehls Key Peifciinancs indicators (KP1's)

As g fourih siep it is necassary 10 deiarming KPUs, which defing what needs
:0 be measured in order 1o gauge £rOgress towards achieving he obiectives
discussed in the previous step. KPl's must be measurable, relevant, simple
and precise. 1hey cimply define how performance wilt be measured along &
scale or dimension (exammple: “number of houses 0 be built).  The White
Paper on | ocal Government siresses the naed for involving communities,
officials and organised iabouf in the development of KPls which is dene
ihrough the IDP process and later refined in the approval thereof together with
the budget.

KPPs can also be used o

» Communicate the ~chieverments 2nd results of the municipalify.

o Determine whether 2 municipality is delivering on is developmental
mandate.
indicate whather the organisational structure of 2 municipality is
aligned to deliver on its development objectives.
Seamote accountability by the councit to iis eleciorats.

[+

Step 5: indicate the Types of Indicataors (KF's)

Input Indicators: These indicators are fypically cost related. As the name
suggests, they literally measure what inputs  have been made towards
achieving the objective and they are most relevant to the day-to-day
operations of a municipality. Examples of input indicators include costs,
equipment, human resources, fime, efc.

Praocess indicators: These indicators describe how well municipaliies use
their resources in producing services. They cover the sctivities and operations
that convert inpuis info outpuis. They are essentially internal types of
indicators.

Qutpuf indicators: These indicators refer 10 “products” produced by
processing inputs (i.e. the end point of an activity), for example the number of
houses built or the number of electricity connections made. Output indicators
should only be used for those functions for which the municipality is directly
responsible. '

Outcome indicafors: These indicators measure the exient to which strategic
“goals or outcomes are being met. Outcomes are usually based on the results
of different variables acting together (for example increased economic activity
as a result of improved water supply). They measure ihe affect that the goe’

and objectives are having on the community and they are important diagno

477
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in terms of Regulaiion 106 of the Municipal Flanning and
Management Regulstions, 2001, =il municipalities must feport on general
7

national KPI's by the end of the financial year. The reasons why it is imporiant
1o incorporate ihe national «Pls into the municipality’s set of measures is 0.
. Ensure accountability. .
. Direct municipalities to focus on national goals and priorities.
~ Measure the impact of municipzlities on national transformation,
development and service delivery programmes.
- Enable benchmarking and create the basis for periormance
comparison across municipalities.
Bring some uniformity in the systemn by ensuring that there is
commonality of measures in performance svaluafion acress
municipalities.
The seven (7) general KPl's are srovided for in Regulation 10 of the 2001

funicipal Planning and cerormance Regulations and are listed below!

3. the perceniage of households with access to basic level of water,
sanitation, electricity and solid waste removal;

b. the percentage of households earming less than R1100 per month with
sccess o free basic services;

c. the percentage of the municipality’s capital budget actually spent on
capital projects identified for a particular financial year in terms of the
municipality’s integrated development plan;

d. the number of jobs created through the municipality’s local, economic
development initiatives including capital projects;

e the number of people from employment equity target groups employed

in the three highest levels of managementin compliance with the

municipality’s approved employment equity plan;

the percentage of the municipality’'s budget actually spent on

implementing its workplace skills plan; and

g. the municipality's financial viability as expressed by the ratios for debt
coverage, outstanding service debtors to revenue and cost coverage.

~h

Step 6: Provide Baseline Information for cach KPP

The next step is to determine the baseline indicator for each set KPL A
baseline indicator is the value {or status quo) of the indicator prior to the
period over which performance is to be monitored and reviewed.

£:9
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-nusi be set o7 ~ach identifisd W
he SMART principles (Specific,

)

vy this step annual pel :
Daformance iargets should .comiply ¥ iy

Nieasurahle. Achievabie. Rezlisiic and TiMe related). Wis important 0 guard
against setting 100 many pefformance iargs
Target dates fof ine completion of sciions should be setin conjunciion with
those Depariments responsible for iheir achieverneit. 1t is mpornant o be
realistic in ihe setting of target. if realistic targets are not set the municipality
will create faise expectations and also set its employess up for failure.

123

Step §: Cuiiine cuaiterfy Targed

-This step is about unpacKing each of the znnual targets and dividing them into

guartetly targets. Provision rmust be made inthe organizational scorecaras for
targets o be met in respect of ihe first, second, third or fourth guarier.

Step 9: Allecating Besponsibifity

It is also necessary 10 decide who takes responsibility for what actions. in the
case of the organisational scorecard responsivility would be allocated to 2
Department. in regard o departmental znd other lower echelon scorecards, 2

~ame must be place slongside sach 20101 described above. This iz also 8
way of cascading the responsibility from the strategic lavel down to the
operational level and from ihe organisational goals right down to individual
employee performance. \n this way individual employess can also see exacily
what their roles are in achieving the strategic objectives.

Step 19: Declaing oft Erequency of Reporting

in this column the frequency of reporting must be inserted which could be
Monthly

Quarterly

Annually of

Bi-Annually

'SENENEN

Step 11 Indicaie ¢he Structure Mandated o Receive Progress
Repoits

This step must show the structure thatis mandated to play an oversight or
executive role or 10 manage that parficular performance area and the
structure that will receive the reports on ihat KPA and SFA.

A template of the Organizational Scorecard with ail the above conceplts is
illustrated below as Figure 4.
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The Murnicipal Sysisins .
adopt & PME, while Nt ichi
fimplemeriaiion Manage
responsibility for the

CThe Ma

vor then delegaies the
£
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Municipal Manager. The developmert of the sysiem is 5 once-off activity and
ihe Municipal Managey subrmits the systam fo the Mayor, who in tum forwaras

in the form of the SDBIP. The responsibility of

|
implementation and management of the system remains with the Municipal
&

Manager as part of his/her cor

functions as.provided in Section 55(1) of the

Municipal Systems Act of 200G,

- n‘%._ ?‘

S oeGroination

The co-orgination of ihe implementation phases of the PMS will be the
function of the PMS Unit accountable to the municipal manager. PMS unit
who will be respongible for ihe following core activities: '

o

C

ES

¢ the co-ordination of the development and implementation activities
he organisational PMS, through interaction with 2l relevant
holders;

[ Y
)
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Cpsuring and overseeing ihe implementation of the Performance Policy
ramework and compliance to all performance legislative requirements
n respect of the implementation of the PMS through the development
of a Performance Process Plan;

cacilitating  inputs for the review and further development and
refinement of the PMS;

Providing regular support and capacity to the different departments in
developing service/departmental scorecards;

Continuously providing technical support fo the Municipal Manager and
the exscutive management team with implementation, assessment,
review, monitoring and information management;

Providing capacity for analysing organizational performance
information submitted by Managers oh 2 quarterly, mid-term and
annual basis in preparation for reporiing; :
Responsible for co-ordination and compiling the Annual Section 46
Performance Report;

Ensuring ihat all quarterly, mid-term and annual organizational
performance reports are submitted to all stakeholders timeously, e.g
quarterly reports 1o Mayor, mid-term report 10 council and annual
reports fo Auditor General, MEC and the public;

Work closely with the IDP and Audit Offices to co-ordinate performance
activities according to the Setsoto SDBIP; and;

Co-ordinate capacity building activities on municipal performance

management for all stakeholders.
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Having identified the

l .
Municipal Scorecarc, and nmfirm.g agreed 'i_'o
the five per:tm,cmme Setsote Municipality wi i 2d opt a process planior
implementing iis peiformance managen ent sysiem. ’*'l*r— PWS implementation
red out within the following phases:

2nd management DICCess Wi i be carmme
Phase 1 Blanning for Pelicrmance
Phase 2. Performance Monitoting and ifdnaging Pzrformance
'hOtmaﬂOﬁ
Phase 3 Performance Measurement 2na Analysis
Phase 4 Performance Review and lmpro\fﬂmem
Phase 5! Performance Reporting

The cycle of performaince thai will be adopted is shown in figure 5 below.
Each phase is outlined in detail 2nd this includes the actual step- -by-siep guide
on what each phase entails and how each one will evolve. Templates that wil
be used in each phase are ilustrated figuratively in the document.




FHASE 4 : :
FLARNING < B R MONITORING
fRar-lune 2

PHASE & e =
REPORTING ; . B T PHASE 3
iSonthly, Guarterly, G ] HMEASUREMERT
3 i3 | : : Quarterly

PHASE 4
REVIEW
Quarterly, &
Annually

Figure 5. The Perfermance Management Cycle

Fhase 1: Planning

Planning for performance simply means developing and reviewing the 1DP
annually in preparation for continuous implementation. Municipal performance
planning is part of the IDP strategic planning processes. The |DP process and
the performance management process are seamlessly integrated. Integrated
development planning fuffiis the planning phase of performance management.
cerformance management fulfils the implementation management, monitoring
and evaluation of the IDP process. The performance planning phase will be
undertaken in three steps.
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integrated developrneti plarining, as definsd by the Muricipal Systerns Act, is
a process by which municipalities prepare a o year strategic plan that Is
reviewed annually in consuliation with commmunities 2nd stakeholders. T
strategic plan adobis an implementation approach and seeks to promote
integration. By balancing e economic, ecological and social piliars of
sustainability without compromising the inetitutional capacity required in the
implementation and by coordinating actions across sectors and spheres of
government. The IDP delivers & number of products that translate io the
formulation of the municipal budget, the development of an annual Service

. ' Delivery and Budget Implementation Plan and an organizational performance
scorecard for the municipality.

Step 2: Developing =nd Adoption of the Service Delivery and Budget
implementation Plan {fihe SDBIP™M

The above results of the 5 year 1DF and the annual reviews result in the
development of the Service Delivery and Budget Implementation Plans

(SDB ol basis. The SDBIP gives sffect o the integrated

(SDBIP) on an annda ©
Developmeni Flan (IDP) and the budgst of the municipality and is effective if
ihe IDP and budget are fully aligned with each ofher, as required by the
Municipal Finance Management Act. The buaget gives effect to the strategic
priorities of the municipality and is net a management or implementation plan.
The SDBIP therefore serves as 2 “contract” between the administration,
council and the community expressing the goals and objectives set by the
council as quantifiable outcomes that can be implemented by the

. administration over the next twelve months. This provides the basis for

: measuring performance in service delivery against end of year fargets and

implementing the budget.

with outsourced service delivery agreements such as municipal entities,
public-private partnerships, service contracts

The organizational scorecard of the Setsoto Local Municipality will be laid out
in a simple spreadsheet as indicated in Figure 4 above. The organizational
scorecard will be made up of layers of spreadsheets consisting of information
on each of the components as stated above within each of the 5 Key
Performance Areas (Municipal Transformation and Institutional Development;
Good Governance; Local Economic Development; Municipal Financial
Viability; and Service Delivery and Infrastructure Development).

The organizational scorecard will inform departmental scorecards and
departmental business plans. These in turn will inform the individual
scorecards for the Section 57 Managers and other employees. Drafting of
these scorecards should happen simultaneously with the other documents,
. =nd submitted to the Mayor for approval and subrnission to the full council.
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The Mayor will also publicize the SDBIP, the organizational scorecard and the
Municipal Manager's Performance Agrsement as per ihe provisions of Seciion
53(3) cf the sMunicipal Finance Management Act.

'The Setsoto. Local Municipality will use the following publicity platforms 10
publicize the above documents:

W
™

. The municipal website whose a0dress is! whares. seisoto.co.
e |ocal newspapels

2

he Mayor will also submit copies of the SBBIP, the Organizational Scorecard
nd all the Section 57 \ianagers to ihe MEC for Local Government in the Free

tote provingce.

m

B

(

The whole planning process for performance management will be done once

~ per year within the months of starch to June, in oreparation for implementation
in the following year, starting in July. By the beginning of a new financial year,
all planning will be complete, cornpliance issues sttended to and resources
allocated accordingly. '

Phase 2: Monitoring

Monitoring of performance will be an ongoing process throughout the year and
will run parallel to the implementation of the 1DP. Monitoring wili be conducted
within each depariment. The Seisofo Local Municipality will use a paper-
based and repori-based monitoring mechanism. Different role players afre
allocaied tasks fo monitor and gather information that would assist the
municipality to detect early indications of under-performance and take
corrective measures on sime. Information management plays a central role
during this phase.

The Setsoto Local Municipality's menitoring systemn places responsibility on
each Department, Division/Section and individual employee to collect relevant
data and information 10 support the monitoring process. Evidence of
performance will be gathered, stored by each department and presented to
substantiate claims of meeting (or not meeting) performance standards. This
evidence is stored on files (both manual filing and digital filing, where
possible). The Heads of the Departmenis must allocate responsibility in their
offices for information management, as these performance information file
must be separate from norg“_{alvregistw filing. Even though regisiry will have

5%
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Sectian Managers - Ezch section manager will be responsible fof
monitoring and repoting on each indicator in their departrmental
scoracards. They will monitor performance of their direct reports under
iheir functional areas and report as per the indicator that has been set
to measure that sunctional area. This monitoring 0ccurs on a daily
basis, with report being <ubmitted ‘o section managers by direct reports
on a weekly basis. The secfion manager is responsible fof compiling
section reports on each indicator, coflect the relevant data related to
each project and indicalor ang facilitate proper storage of the data in
files. :

Oficers — The Admin Officers in each section has 2 responsibility for
managing indicator information files as per the Seisoto lLocal
monitoring system. They are also responsibie for collating this
information in preparation for submission of performance reporis to
Heads of Departments by section managers. 1nis responsibility must
be carried out on a weekly basis.

Deparimenis oF Biractorates and Teams —~The departments wil
receive reporis on progress into the implementation of their
departrnental scorecards from section managers on a monthly basis.
The monthly reporis are compiled into bi-monthly reports that are
discussed at the Management meetings.

The Management Team — The management team discuss
deparmental performance progress on a bi-monthiy basis and reflect
on whether targets are being met and the reasons for targets not being
met and suggest corrective action. The purpose for a performance-
driven management team is to instil a culture of collective management
and eliminate the silo mentality.

Saction 78 Commifiees — These committees will monitor performance
of their respective departmental against scorecards. They will receive
reporis on a monthly basis and must appraise themselves on progress
on performance of their service areas against set targets. YWhere
targets are not being met, the Section 78 Commitiees should ensure
that the reasons for poor performance are satisfactory and sufficient to
address whatever delays, and corrective measures are taken o
address the poor performance.

The Mayor— The Municipal Manager will submit monthly progress
reports on all the indicators in the organisational scorecard to the
Mayor in order for him/her to monitor if targets are being achieved and
whare they are not, that proper corrective measures are put in place.

Municipal Council - Performance reports will be submitted o the

council twice a year. A mid-term report and an annual report

. 3%7
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AREAS CE INDICAT DEPARTM | REPORT | POLITICAL
INDICATORS OR ENT ING STRUCTURE
(KPI'S)
Water To improve 1. Unit costs for | Input R10 000 | R80 000 R20 | R20 | R20 |R20 | Infrastructu | Monthly Section 79
services access to purchasing tndicat 000 000 000 000 re Dept Committea
water fo water pipesfo - | or ' responsible
households connect to for Service
in the single Pelivery
informal households
settlements
2. No, of Output | 100 1000 250 250 250 | 250 Infrastructu | Monthly | Section 79
households indicat re Dept - | Committee
connected in or responsiple
one year for Service
Delivery

Departments coliect
performance information
per KPI during the
monitoring phase
{actual performance)

—_—F

Compare actual

performance against
targets set during the

planning phase

Are there any

deviations
from initially
set targets?

Corrective

No

measures
S

Continue
monitoring

24
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Figure 8: The Performance Reporting Template for the Setsoto Locai funicipality

Infrastruc
ture and
sefvices

To ensure the
provision of
adequate basic
water and
sanitation
facilities to nodal
and traditional
areas according
to acceptable
(RDP) standards
ensuring the
reduction in
reported cases of
diseases

. .o\o of

households
supplied with
potable water
{in dwelling
or stand,
standpipes or
communal
taps at <200
meltres,
spring water,
poreholes or
communal
water tanks).

% of
households
provided with
basic
sanitation
(Waterborne
or VIP toilets)
facilities.




Who Reports to Whom?

The reporting process will follow the lines of accountability as detailed in the
performance monitoring, measurement and review phases above. Reporis will
be submitied to all different stakeholders using following internal processes as
outlined above and through the different political and community stakeholders
* as required by the Municipal Systems Act, the Municipal Finance
Management Act and the Performance Regulations. Reports wil be submitted
1o the following stakeholders during the timelines outlined in the municipality's
performance process plan as shown under the Perfermance Cyele section:

= Setsoto Municipal Council reporting to Communities;

= - Setsoto Municipal Council reporting to Ward Commitiees;

s Mayor reporting to-Council;

»  Municipal Manager reporting to the Mayor and the Executive
Committee; ,

s Heads of Departments reporting fo the Municipal Manager, through the
Management Team, and fo (Portfolio)Standing Committees;

= Section Managers reporting o Heads of Departments; and

= Employees reporting to their section managers and supervisors.

Tracking and Managing the Reporting Process

To ensure that the reporting processes runs smoothly and effectively, the
PMS Unit in the Office of the Municipal Manager will co-ordinate all activities
related to efficient reporting. The functions of the Unit in this instance include
the following: -

= Developing a process plan or timetable for all reporting processes for

the year;

Prepare logistics for reporting;

Improve the reporting format, should there be a necessity to do so;

Track and monitor reporting processes; '

Control the guality of reports going to reviews at political levels in terms

of alignment with the adopted reporting format;

= Analyse departmental perforrmance reports;

= Compile quarterly organisational performance reports and the annual
report; and :

s Review the reporting process and suggest improverments.

-] (i} =] [~]

Publication of Performance Reporis

" The annual report is reguired by iegislation to be availed to the public. The
Setsoto Municipality will, however, within its resources and capacity, keep the
communities more frequently informed of performance information through:

Publication of reports in the municipal website
. Press releases

Press Briefings

Publication of pamphlets or newsletters

m =] ] =]
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" Local Radio programmes
Ward Committee mestings.
Mayoral Imbizo's

R om m

Public Feedback Mechanisms

Public feedback on reported performance will be during 1DP review
processes, annual customer surveys and through ward committee meetings
or imbizo's.

43 Auditing Performance and Quality Control

In order for the perfoimance management system to enjoy credibility and

. legitimacy from the public and other stakeholders, performance reports,
particularly the annual performance report, must be audited. Audits should
‘ensure that reported performance information is accurate, valid and reliable.

In terms of the provisions of the Municipal Systems Act and the Performance
Regulations of 2001, the annual performance report must be audited
internally, and before being tabled and made public, the annual perfformance
report will also be audited by the Auditor-General. It is therefore important to
allow sufficient time between completion of annual reports and the tabling of
the annual report for auditing. -

After being reviewed by the council, the annual report must then be submitied
to the Auditor-General before 31 August of every year, for auditing and be
submitted to the MEC for local government in the province for the MEC to
complete an annual report of performance of all municipalities in the province,
identifying poor performing municipalities and proposing remedial action and
submit the provincial report to the national minister. The national minister will
then present a consolidated report to parliament.

Internal Auditing of Performance Measurements
1. The Internal Audit Unit of the Setsoto Municipality

in terms of Regulation 14 of the Planning and Performance Regulations of
2001, every municipality must develop and implement mechanisms, systems
and processes for auditing the results of performance measurements as part
of its internal auditing processes. The functions of the internal audit unit
include the assessment of the following:

(i) The functionality of the municipality's performance management
system;

(i  whether the municipality's performance management system
complies with the provisions of the Municipal Systems Act; and

(i)  the exient to which the municipality’s performance
measurements are reliable in measuring performance of
municipalities on its own indicators and the national indicators
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The Regulations further provides that the municipality’s internal auditors must:

(i) on a continuous basis audit the performance measurements of
the municipality; and '

(i)  submit quarterty reports on their audits to the municipal manager
and the performance audit committee.

The Setsoto Municipality has establishad an Internal Audit unit whose
functions are provided for by the 2001 Performance Regulations as indicated
in the above extract. The Internal Audit Unit will be responsible for quality
checks balances of all performance information submitted for measurement
and review. Quality control is the central and key function of the Unit that will
ensure achievemnent of effective and efficient performance by the Setsoto

- Municipality. The Municipal Manager and the Mayor will place reliance on the

performance audit risk assessments and audit reports to make informed
decisions and motivate for any reviews and improvements to the mu nicipal
council and communities.

il. The Performance Audit Committce

Regulation 14 of the Planning and Performance Regulations stipulates the
provisions that guide the estzblishment of the Performance Audit Committee
and outline the functions and powers entrusted to the committee as the
following:

2. review the quarterly reporis submitted fo it by the Internal Auditors;

b review the municipality’s performance management system and in
doing so, focus on economy, efficiency, effectiveness and impact in so
far as the key performance indicators and performance targets set by

 the Setsoto municipality in its organizational scorecard are concerned;

. make recommendations in this regard to the Setsoto municipal counci;
and -

4. at least twice during a financial year submit an audit report to the
municipal council;

e communicate directly with the council, municipal manager or the
internal and external auditors of the municipality;

£ aceess any municipal records containing information that is needed to
perform its duties or exercise its powers,

g. request any relevant person to attend any of its meetings, and if
necessary to provide information requested by the committee; and;

h. investigate any matter it deems necessary for the performance of its
duties and the exercise of its powers.

The Setsoto Municipality has appointed its own Performance Audit
Committee.

S



Roles znd Responsihilities of Different Stakeholders

As can be noted from the above analysis of each phase in performance
management and from the plethora of legislative prescripts governing
municipal performance, it is clear that, for the performance management
system of Setsoto Municipality to be fu nctional, a number of stakeholders
have to be involved. These stakeholders have different roles and
responsibilities within each of the performance management phases. The
tables below will outline roles and responsibilities of each of the stakeholders
in each phase.
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Roles and responsibilities of stakehol

Roles and Responsibilities of the Nuni

cinal Coungil

At

ders in the operation and management of the PMS

ANNIN

REVIEW:

« approves KPA's and objectives in
the Integrated Development Plan

* Approves the PMS policy
framework

* Assigns the responsibiiity for the
management of the PMS to the
Mayor

* Approves the nual review

programme of the IDP
* Approves the SBBIP

* Approves changes to the SDBIP
and budget adjustment

* Approves any changes to the
nriorities, objectives, key
performance indicators and
performance targets of the
municipality

* Consider the oversight reports from
the oversight committees, such as
the Performance Audit Committee

* Receives e

performance reports from the Mayor
twice a year

* Reports on the municipal
performance fo the community at
least twice a year

* Approves recommendations for the’
improvement of the performance
management system

* Annually receives the appraisal of
the Municipal Manager and Section
57 Managers' performance

» Receives performance audit reporis
from the Auditor-General and
approves implementation of its
recommendations

* gubmits the municipat annual report
to the Auditor General and the MEC

. municipal annual audit ptan and any

ELeT ety d

* Agsesses an .mv
substantial changes to it

* Receive performance reports
directly from the Audit Committee

= Assess and approves the
recommendations of the
Performance Audit Commitiee with
regard to improvement in the
performance of the municipality or
improvement of the performance
management system itself

« pssess reporis of the Auditor-
General




Roles and Responsibilities of the Mayor

WNING 5

EREVIEWE

“+ Submits priorities and objectives of
the Integrated Development Plan to
Council for approval

* Submits the PMS policy framework
for approval

» Submits the municipal strategic or
organizational scorecard to Council
for approval

* Approves the Service Delivery and
Budget Implementation Plans
(SDBIF)

* Enters into a performance
agreement with the Municipal
Manager on behalf of the Municipal
Council

* Assigns the responsibility for the
management of the PMS to the
Municipal Manager

* Tables the budget and the sDBIP
to Council for approval

* Approves the departrmental or
service scorecards and Section 57
1 Managers scorecards

L

*Proposes to Council the annual
review programme of the IDP,
inciuding the review of key
performance indicators and

performance targets

* Proposes the annual pefformance
improvement measures of the

municipality as part of the municipal
strategic or organizational scorecard

* Propases changes to the priorities,
objectives, key performance
indicators and performance targets of
the municipality

* Quarterly evaiuates the
performance of the municipafity
against adopted KPls and targets

* Quarterly reviews the performance
of the departments to jmprove the
economy, efficiency and
effectiveness of the municipality

* Quarterly and annually evaluates

the performance of the Municipal
Manager .

1

* Recelves M
statements

* Recelves performance reports
quarterly from the internal auditor

* Receives performance reports twice
a year from the performance Audit
Committee

* Receives monthly and guarterly
reports from the Municipal Manager
on the performance of managers and
the rest of the staff

* Racelves the annual Section 46
reports from the Municipal Manager
before submission to council, Auditor
General and MEC

* Report fo council on the mid-term
review and the annual report on the
performance of the municipality

* Reports to Council on the
recommendations for the
improvement of the performance
management system

Sl ASSESSME
~ Assess and submits the municipal
annual audit plan and any substantial
changes to council for approval

+ pgsess and approves the
implementation of the
tecommendations of the internal

“auditor with regard to improvement in

the performance of the municipality
or improvement of the performance
management system itself

* Receives and assess performance
audit report(s) from the Auditor
General and management comments
and make recommendations to
Council on addressing whatever
audit queries raised therein
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the Municl pal Manager
7 MPLEMERTATION

p

xo_mm.man _u,wm ..msmmE_Emm o..ﬂ.

NS

* Em_ummmm the overall
implementation of the 1DP

TR e ;

¥ Coordinates the process
of needs identification and
prioritization amond all
stakeholders, including
“sommunity structures

* Epsures that all stakeholders
implement the provisions of the
PMS policy framework
« Coordinates the
formulation and revision of
the PMS palicy framework

* Epgures that the Departmental
scorecards and departmental
annual programmes Serve the
strategic or organizational

* Coordinates the
scorecard of the municipality

sormulation and revision of
the runicipality’s strategic
or organizational
scorecard _

« Epsures that annual
programmes are implementad
according to the targets and

* | gads the process of the | timeframes agreed to
formulation and revision of
the Service Delivery and
Budget implementation

Plans

* implements performance

improvement measures approved

by the Mayor and the Council

| * Enters into performance
agreements with Section
57 Managers on behalf of
Council

* Ensures that performance
objectives in the Section 57
Managers' performance
m@ﬁmmam:ﬁm are achieved

“T* Formulates .ﬁr,m,mm_,_cm_

TEN

* _..Nmomme.mmlnmSm.:om reports
quarterly from the internal
auditor

reyiew programme of the IDP,
including the review of key
performance indicators and
performance targets for the
consideration of Council
Committees and the Mayor

* Receives performance reports
twice a year from the
performance Audit Commitiee

* Receives monthly
deparimental performance
reports

* Eormulates the annual
performance improvement
measures of the municipality
as part of the new municipal
strategic of organizational
scorecard

* Reports quarterly o the
Mayor on the performance of
Departments

* Quarterly reviews the
performance of departments
to improve the economy,
efficiency and effectiveness
of the municipality

= Reports on the
implementation of improvement
measures adopted by the"
Mayor and Councit

* Monthly, quarterly and
annually reports to the Mayor
on the performance of Section
57 Managers and departments

* Quarterly and annually
avaluates the performance of
Section 57 Managers

» Submit the municipal annual
Section 46 report fo the Mayor

ptan

* Agsess and formulate
appropriate responses to
the recommendations of
the internal auditor and
the Performance Audit
Commitiee

* pssess and formulate
appropriate responses fo
performance audit
gueries raised by the
Auditor General and
make recommendations
to the Mayor
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objectives of the
integrated Development Plan

* Advice the Exco o: priorities and

* vméoﬁ&.m _:_Em.

annual review programme

including the review of key
performance indicators and

performance targets

e

wm.: of the
of the 1DP,

ﬂmﬁ.a.c_mﬁ
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SSESSMENES
* Advise the Exco on the
implementation of the
recommendations of the internal
auditor, the Performance Audit

OoBBEmm and the Auditor-General

R ORTING
* Reports to Exco on the
recommendations for the
improvement of the performance
management system

* Receive reports from the
departmental heads and section
managers on performance in their
respective service areas B

* Participate in the formulation
of the SDBIP and the
municipal strategic or
organizational scorecard

* Manage subordinates’
performance
4 Manage the day to day
running of the :
" Department
& Address previous
years AG findings

* Enter into performance
agreements with the Municipal
Manager

- *.Em:wmm_. the implemen

tation of
the Departmental scorecards

* Ensure the performance
objectives in the performance
agreements are achieved

)

* Parficipa
formuiation of the response
to the recommendations of
the internal auditor,
Performance Audit -
Committee and the Auditor
General

* Report on the
implementation of
improvement Mmeasures
adopted by the Mayor
and Council

" Dcmmvm:m and m::cm_z 6<aé.
the performance of the
department

» Quarterly review performance
of direct reports

* Annually report on the
performance of their
departments

* Receive monthly
performance reports
from section managers

* Regports monthly on
progress

4




Roles a

I

SBTAN

d .Wmm .o:mmdzEmm of zoa

_Section 57 Mun

APEEMER

* participate in identifying of
priorities and setting KP!'s and
targets for the municipality's
IDP

* Participate in the
development of the
organizational and the
departmental scorecards

* Participate in the
development of their own
performance scorecars

* Execuie _:a__<_m:m_ work
plans

* Manage all information and
evigence required for
performance measurement

1

i
*Pa

Ha REVIEWED
rticipate in the review
departmental plans

* Participate in the review of
own performance

a

TORIORING ANAGTSIS B MEASUREMEN

%mﬂ

EPORTING?
port on progress on
achieving of own
scorecard targets to

section managers

SSESSMENT
s performance
review reports of own
section

Roles and Responsibiliti

es of the Community

REVI

um

* vmaoimﬁm in the drafting and im

n_m__jw:ﬁmzo: of the " _umn._gm

municipality's 1BP through established forums

* Participate in the setting
municipality every year th

ward com
of KPls and targets for the
rough the 1DP process

* Make representations on the draft annual budget

ate in the annual review of

performance through their involvement in

mittee structures and cusiomer

perception surveys.

and budget reports from

* Receive/comment on an

ErhiAr)

al performance

council through participating

in meetings called through the Oversight
Committee/MPAC
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Roles and Res honsibi

lities mﬂ Ward Comimitiees

] : T G aERORIN S

ing m:,a .wa___u_mam:ﬁmgo: of the ate in the annual 85% of * wmwmzm n:m:mﬂz.vm.ﬂﬁoﬂamsom reports from ooc:..u:

* Participate In the draft
municipality's 1DP performance through their involvement through Ward Councillors

« participate in the setting of KPIs and targets for the
rnunicipality every year during IDP meetings

* Make avﬂmmm:ﬂmao:m on the draft annual budget

Rotes and Re rganized Labour .

; . T RERORIN T
* Receive quarterly performance reports on em loyee
under-performarnce in the Local Labour Forurm

sponsibilities of O
B EANNING: s ‘
¥ Participate in the drafting and ..Bv_m:a:ﬁmzo: of the

municipality’s |DP through established forums

* Participate in assessment and the
quarterly reviews of empioyee
performance and provide input to the
amﬁmn_.:ms.ﬁm_ and oamammﬂo:m_
performance review reports

* Report on any negative effects of the PMS on

* participate in the setting of KPS and targets for the
employees

municipality every year during IDP meetings

= participates and provide inputs in the drafting of the
oam:._mmzo:m, and gmvmn_ﬂmzﬁm_ scorecards

= Monitor the overall application of the Performance
Management Policy Eramework on Non-Section 57
employees
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nd Responsihilities of
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* Develop the risk and
compliance-based audit plan

& Advise Management
on improving on short
commings

AT

the Internal Audit
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Roles a

[ MENT:

* pggess the functioning of the
municipality’s PMS 1o ensure it
complies with the Act

S8

1%

o QL
* Submit quarterly reports to the Municipal

* _‘\yc% the mm}oz&m:n
Manager.

measures in the municipal and
departmental scorecards

* gubmit quarterly reports to the Performance
Audit Commitiee

* Conduct compliance based
audits

|||I|I.|.||.7r||.|||!||..|||..1l‘|.|.|

Roles and Responsibilities of the Performance
: PLANNIN
* Receive the annual audit
Audit

Audit Committee
; TEEREVIEW
* Raview quarterly repons from the internal
audit office on quarterly basis

e

‘mm 8. the m

N

st h
unicipa

* Submit nc.m‘_,mmm:\ repo
the Mayor

Ly

plan from internal

! _Sm.:m@m_. and

* Submit annual reports to the Municipal Council
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Phase 4: Performance Reviews

Derformance review is a process where the municipality, after measuring 1fs
own performance as detailed in the previous phase, assesses whether it is

giving effectto the iDP. It is a phase where it will assess whether it is doing

the right thing, doing it right and better, of not. Performance reviews will be
conducted through the municipality’s scorecard mode! by assessing
performance against the 5 Key Performance Areas (KPA's), indicators, and
targets. Setsofo Local Municipality's reviews will be conducted by using the
"hest value review” approach in the following three methods:

| The first method will look at whether the current level of performance is
better than that of the previous year, using baseline indicators as
adopted in the organizational scorecard. This assessment is important
because the municipality can only know if its performance is improving
by comparing with past performances. This review method will be the
one used regularly alongside the monitoring and analysis processes.
The reviews will occur on (a) monthly, quarterly and annually.

Il The second method will be through conducting customer percepiion
surveys on an annual basis. The survey will assess the community’'s
perceptions about the performance of the municipality against the
gelivery in their key performance areas,

1l The third method is will look at the municipality’s performance by
comparison with other similar ones through local municipalities through

nenchmarking exercises conducted once in fwo years.

The “best value review” approach challenges the current level of municipal
performance (through comparing actual nerformance against the
baselines), compare it to others (through benchmarking), consult with
customers and communities {through customer perception surveys) and
find ways of competing with other municipalities to provide best value in
service delivery (through swinning agreements).

The results of measurement and reviews will be captured on the spreadsheet
reporting format as shown on Figure 8 under the reporting section below. All
performance reports from departmental to organizational will be done on the
same format so that there will be consistency on reporting

Who has the Responsibility of Conducting Reviews in Setsoto
Municipality?

As in the monitoring and measurement stages, reviews will be conducted
according to the lines of accountability within the municipality's organizational
structure. Reviews at all levels on organizational indicators and targets will be
conducted quarterly, preceded by coaching sessions by the municipal
managers to her/his direct reports. On considering the quarterly reports from
each department and the results of the measurement revealing the levei of




performance in each depariment, ihe Municipal Manager must conduct one-
on-cne coaching sessions with Managers directly accountable to him/her, 10
ascertain the fevel of comfort and confidence in achieving set targets, and o
understand the challenges that the Manager might be facing in achieving
results. The coaching session must be recorded and the coaching notes be
kept in the department’s evidence file for individual performance evaluation
puUrposes which is in line with Schedute 8 of the LRA.

irmproving Performance

In order to improve performance, the Setsoto Local Municipality, throughout
the performance management phases, will analyse the courses and
_contributory reasons for poor performance, through coaching and mentoring
sessions from fop fo lower levels of the administration and appropriate
Tesponse measures will be developed. These will include, inter alia:

= Process and sysiem improvement strategies to remedy poor systems
and processes

= Training and sourcing additional capacity where skills and capacity
shortages are identified

= Review of the IDP by councillors to address shortcomings in strategy

Development of appropriate departmental business plans and

operational plans to guide performance in each depariment

«  \Where results show no chance of improvement through internal
measures.

0

Phase 5: Reporiing on Performance

Reporting requires that the municipality take its key performance areas, its
performance objectives, indicators, targets, measurements and analysis, and
present this information in a simple and accessible format, relevant and useful
1o the different stakeholders for review. The Setsoto Municipality will adopt the
reporting format shown in Figure 8 below as its uniform reporting template at
a1l levels of reporting, but will allow innovative forms of reporting at lower
levels to accommodate the skills levels of employees. ~

The proposed template will contain only necessary and relevant information
and will cover the period for which the reporter is reporting, state the relevant
key performance areas, capture ali the agreed objectives and indicators, state
agreed targets relevant to the period which the report covers, measure current
performance OVer the period for which the report is covering, specify when the
measurement was done, specify the source of the measurement, reflect on
whether agreed targets have been met, analyse the reasons for the level of
performance, and suggest corrective action, if necessary.

All stakeholders who are expected to report on performance will use this one
reporting format. The reporting format will remain simple, acocessible fo all
users and useful to the intended reader.

Lo,
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The main feature of the reporting phase is the production of the annual report.
Thisis a consolidated report that reflects resulis on performance On each of
the 5 perspectives as per ithe adopted model. The main report will be informed

by the information gathered through the scorecards throughout the year and

one performance report will be compiled as per the requirement of Section 46
of the Municipal Systems Act. Since the Setsoto Municipality adgopted the
Revised Municipal Scorecard model, its annual report will reflect its
performance results clustered in the following 5 perspectives:

o

Under the Municipal Development Perspective the municipality will
reflect results achieved on indicators around the performance area of
social and economic development. This perspeciive measures the
outputs on sotio-economic development in ihe municipality.

Under the Service Delivery Perspective the municipality will reflect its
annual performance achievements in the overall delivery of basic and
infrastructural services outpuis. :
Under the Financial Management Perspective, the annual report will
reflect the municipality’s pericrmance with respect to the management
and viability of its finances. it has fo reflect the results of the financial
process, inputs and output indicators.

The Institutional Development Perspective will report on input
indicators that measure the functioning of the municipality under areas
such as human resources, strategic planning and implementation,
performance management, eic; and :

Under the Governance Process Perspective the municipality’s annual
report must indicate results achieved in relation fo its processes of
engagement with ifs stakeholders in the process of governance,
established and functioning governance structures, for example, a
functioning Audit Commitiee, etc.



5 Employee Performance tanagement

5% Legal Eramework that Governs Employee Performance
Management

In local governiment, municipal employees nNOW fall inta two broad categories:
namely, the employees who are governed by Section 57 of the Municipal
Systems Act and enter into time-specified employment contracts with the
runicipality, and those that are employed on permanent basis and are
governed by the provisions of the Local Government Bargaining Council. n
this policy framework, all the employees employed under Section 57 will be
referred to as “Section 57 Managers” and those under the Bargaining
Council will be referred to as “Papmanent Employees™.

The focal government legisiation has provided guidance on managing and
rewarding performance of Section 57 Managers, i.e. the Municipal Manager
and all Managers directly accountable to her. The Performance Management
Regulations for Municipal Managers and Managers Directly Accountable of
2006 make special provisions for employment and managing performance of
these employees. The pertinent provisions will be outlined briefly below.
However a full copy of the Regulations will be attached as one of the
appendices 1o this policy framework.

= Section 57 managers must enter into employment contract with the
municipality on assumption of duties and the regulations gives &
detailed guide on the clements of an employment contract;

s Performance Agreements must be signed on each financial year or
part thereof; )

= A new performance agreement must be concluded within one month
after the commencement of the new financiai year, i.e. by 31 July of
every year, '

= A personal development plan must be documented at the end of the
performance review and form part of the performance agreement;

= The employee’s performance must be assessed against two
components: Key Performance Areas {(KPA’s) at (80%) and Core
Competency Requirements (CCR’s) at (20%);

= A5 - poinf rating scale should be provided for each Key Performance
indicator in the employees scorecard,;

»  The municipality must establish Evaluation Committees who must meet
annually to evaluate the performance of the Municipal Manager and the
managers directly accountable to the Municipal Manager;

= The Municipal Manager's annual performance must be evaluated by

the Mayor, Chairperson of the Performance Audit Commmittee, Member

of the Executive Committee, Mayor and/or Municipal Manager from
another municipality and Member of a Ward Committee nominated by
the Mayor,

Managers directly accountable to the Municipal Manager must be rated

by the Municipal Manager, Chairperson of the Performance Audit

=]
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Commitiee, Member of the Executive Comimittes and a Municipal
Manager from another municipality. ‘

» A performance bonus ranging from & minimum of 5% - 14%maximum
of the all-inclusive remuneration package must be paid as follows!

_ Ascore of 130 - 148% s swarded 2 bonus from 5% - 9%
_ A score of 150% and shove is awarded a bonus from 10% -
14%:
= Guaranteed annual cost of living adjustment 1o salaries must be paid
and this is not linked to performance;
a Rewarding of Performance fot Section 57 employees must be done
sfter the tabling of the annual performance report and the financial
audited staternents in February annually.

As can be seen from the above provisions, he Section 57 empioyees in the

‘Setsoto Municipality will align with the above regulations and their

performance will be measured through their performance planslscorecards.
The same organizaﬁon_al scorecard will be cascaded to the employee
scorecard and these will form part of their performance agreements.

|
Phase 1: Planning for Emplovee Performance

The IDP yields a set of indicators and targets. These become an undertaking

L

of the municipality to the community. The IDP informs ihe development of the
SDBIP and the organizational scorecard. The components of the
organizational scorecard will be cascaded to the municipal manager's .
performance scorecard and performance agreement as hefshe is responsible
for the implementation of the 1DP. The municipal manager will then extract
relevant indicators 10 inform scorecards of the different Departments. These
indicators weuld then become the indicators and targets of the Heads of
Departments to be incorporated in their performance scorecards and
agreements. The Heads of Departments will in tum cascade the indicators
and targets to lower jevels in line with the scope of responsibilities at that
ievel. Therefore, this policy sramework establishes a system of individual
performance management linked to the organizaticnal performance through
the scorecard model.

Effecting Weighting and Rating on Employee Scorecards

The Setsoto will adopt a weighting approach o show the relative importance
of one indicator against another indicator. Every indicator in an employee’s
performance scorecard/plan will be assigned a weighting. The total of the
weightings on the performance scorecard must add up 10 100 points. An
impartant indicator may, for example, be assigned a weighting of 50 out of the
total of 100 whereas a less important KP| may be assigned a weighting of 15
out of 100. The purpose of the weightings is to show employees what the key
focus areas are in their work.
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weighting of 80
weighting will b

The 2006 Perform

o, will be allocated t
e allocated to CCR-related indicators.

Table 1: The 5-Point Rating for Employee Performance Appraisals

ance Regulations sets out the rating as in Tabl

e 1 below.

of the

The weighting of indicators in the scorecard of the Section 57 employees will
follow the line of the provisions of the 2006 Performance Regulations. The

s KPA-related indicators and 20%

LEVEL

TERMINOLOGL'

DESCRIPTION

RATING

]

Quistanding
Performance .

Performance far exceeds the standard
expected of an employee at this level.
The appraisal indicates that the
Employee has achieved above fully
effective results against all performance
&riteria and indicators as specified in the
PA and Performance plan and
maintained this in all areas of
responsibility throughout the year.

-

2

3

4

5]

P

Performance
significantly

above

expectations

Performance is significantly higher than
the standard expected in the job. The
appraisal indicates that the Employee
has achieved above fully eifective
results against more than half of the
parformance criieria and indicators anc
fuily achieved all others

Fully effective

Performance fully meets the standards
expected in all areas of the job. The
appraisal indicates that the Employee
has fully achieved effective results
against all significant performance
criteria and indicators as specified in the
PA and Performance Plan.

Performance not
fully effective

Performance is below the standard
required for the job in key areas.
Performance meets some of the
standards expected for the job. The
review/assessment indicates that the
employee has achieved below fully
effective results against more than half
the key performance criteria and
indicators as specified in the PA and
Performance Plan.

Unacceptable
performance

Performance does not meet the
standard expected for the job. The
review/assessment indicates that the
employee has achieved below fully
effective results against almost all of the
performance criteria and indicators as
specified in the PA and Periormance
Plan. The employee has failed to
demonstrate the commitment or ability
to bring performance up to the level
expected in the job despite
management efforis to encourage
improvement.




The outcome of the planning phase in the individual performance
management will resultin all employees having signed performance
agreements and scorecards af the beginning of every financial year.

Phase 2: implementation, Monitoring, Data Analysis and Measurement.

When projects and programmes are implemented, the monitoring sysiem as
proposed in the organizational performance phases will apply. All the
reporting timelines and information management responsibilities will be
carried out as detailed in these phases. '

Phase 3: Coachiﬁg‘_

. Should an employee not be achieving ihe agreed indicators in hisfher
performance scorecard the manager/supervisor must assist the employee by
managing his/her performance more closely. It is not appropriate that the first
time an employee hears about his/her non-performance is at the formal
performance review. Employees must be coached and given feedback at least .
quarterly before review. |

Phase 4: Employee Performance Review

This phase involves jointly assessing aciual performance against expectations
at the end of the performance cycle so as to review and document planned vs.
actual performance. The foliowing guidelines will be applicable for conducting
individual performance reviews:

= A Manager/supervisor will prepare ratings of employee’s performance
against key performance indicators. The rating will be done by
considering the year end actual cumulative as well, the evidence which
was documented during the coaching cycie as well as any other
relevant input.

=  The Manager/supervisor will request the employee to prepare for
formal appraisal by rating him/herself against the agreed key
performance indicators on their scorecards. :

a  The Manager/supervisor and the employee meet to conduct a formal
performance rating with a view %o conclude a final rating. The employee
may request time to consider the rating. A second meeting wil then
take place. In the event of a disagreement, the manager/supervisor has
the final say with regard to the final rating that is given.

= After the ratings have been agreed upon the scores are calculated.

The Manager/supervisor must make own notes during the formal
review meeting. All the criteria that have been specified must be taken
into consideration.

Only those KP1's relevant for the review period in question should be
rated according to the five point scale as shown above

s After the year-end review the manager/supervisor and the employee
prepare and agree on a personal development plan.
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The total score is determined once all the indicators have been rated and
scored. This is done with & view to establish if an employee is entitled to a
notch increase or an accelerated salary progression or a non-financial award.
Annual inflation related increments will not be affected by the implementation
of the performance management system and cascading it down to all
employees.

Phase 5: Rewarding Performance

This phase establishes the link between performance and reward. It aims to
direct and reinforce effective work behaviours by determining and allocating
equitable and appropriate rewards to employees.

- The performance reward system applied to Section 57 Employees is different
from the performance reward system applied to Permanent Employees who
‘are not Section 57 Employees. Section 57 employees reward system is
clearly spelt out in the 2006 Performance Regulations and these rewards are
be allocated after the tabling of the receipt of the audit report and tabling of

the annual report, i.e. in February of each year.

If an employee is a permanent employee of the Setsoto Local Municipality
and is thus covered by the conditions of service of the municipality,
performance is not directly linked to pay. Currently permanent employees
receive an annual bargained increase determined by the South African Local
Government Bargaining Councit (SALGBC). Permanent employses who
perform outstandingly will recelve non-cash rewards, until such time as a
national remuneration policy dictates otherwise.

The non-cash rewards that might be awarded to permanent employees
appear in Table 2 below depending the availability of resources where
applicable.

Table 2: Non-Cash Rewards that will be awarded fo Permanent Employees

Parformance jevels Examples of non-cash reward
Outstanding/above A. Employee is granted “free” leave days.
Performance levels B. Merit Awards

C. Mayoral Excellence Awards
D. Salary Notch Adjustments
E. Promotions

Average performance No specific reward

Below average performance Compulsory performance counselling and
monthly coaching sessions by
manager/supenvisor

6 Critical Dates and Timelines

Over and above the different management processes that the Seisoto
Municipality will be used to implement this Performance Management Policy
Framework, it will also comply with critical dates and timelines that will make
the management of performance align with corporate governance principles
and enable other stakeholders to perform their roles and responsibilities
efficiently and effectively. The critical dates and timelines are listed below in
Table 3
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Tab!e 3: Critical

Davelopment and Councii
. approval of the May
PLANNING SDBIP and
organizational
scorecard
Signing 31 July Mayor
performance Section 57
Contracts/Plans Managers
with rest of staff
Signing March — Municipal Manager
performance June All staff
Contracts/Plans
with rest of staif
Monthly Monitoring Monthly Monthly Municipal Manager
Monitoring . Senior Managers
Section managers/
Supervisors.
AMONITOR, Quaiterty Review/s Quarterly September | Municipal Manager
MEASURE & Reviews December | Senior Managers
REVIEW March Managers/
) Supervisors
Annual June Nayor
Performance Municipal Manager
Appraisal Senior Managers
Managers
Supernvisors
Reward and June and Mayor
Recognition February Municipal Manager
Senior Managers
Quarterly and Mid- | Quarterly September | Management Team
Term Reporis Reports Decemnber
REPORTING ' March
Annual reports Annual 31 August | Mayor
Employee Municipal Manager
Performance
Reporis
Departmental Monthly Management Team
and Section Section managers
Heads Reporis
IMPROVEMEN Performance June Aanagement &
T Improvement Plans employees




7 Evaluation and Review of the Whole Performance
Management System (PMS}

The Setsoto will review its pen’ormaﬁce management system annually
alongside the review of the IDP.

8 Conclusion

This framework seeks o provide the basis fora structured approach to
performance management within the Setsoto Municipality. As indicated
earlier, proper implementation of this framework lies heavily on commitment
and dedicated leadership. It is hoped that in the near future the municipality
_will convert this manual performance management platform into an electronic
system. However, that will only occur when all stakeholders has gotten into
grips with the whole concept of performance management and can fully carry
out their roles and responsibilities within the performance cycle.




