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Performance management is a strategic approach to management that equips leaders,
managers, workers and stakeholders at different levels with a set of tools and techniques to
regularly plan, continuously monitor, periodically measure and evaluate performance of the
Municipality in terms of measures (indicators) and targets for efficiency, effectiveness and impact.
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1. Why is measuring performance important?

Performance information indicates how well an organisation is meeting its aims and objectives, and
which policies and processes are working. Performance information is key to effective
management, including planning, budgeting, implementation, monitoring and reporting.
Performance information also facilitates effective accountability, enabling legislators, members of
the public and other interested parties to track progress, identify the scope for improvement and
better understand the issues involved.

Swartland Municipality delivers services essential to the well-being and development of its residents.
To ensure that service delivery is as efficient and economical as possible, the Municipality is
required to formulate a five year strategic plan (IDP), allocate resources to the implementation of
the plan, and monitor and report the results. Performance information is essential to determine
whether the Municipality is delivering on its objectives and to alert managers to areas where
corrective action is required.

Performance information also plays a growing role in budget allocations and will increasingly be
used to monitor service delivery. This means the information must be accurate, appropriate and
timely.

The most valuable reason for measuring performance is that what gets measured gets done. If an
organisation knows that its performance is being monitored, it is more likely to perform the required
tasks - and to perform them well. In addition, the availability of performance information allows
managers to pursue results-based management approaches, such as performance contracts, risk
management, benchmarking and market testing.

2. Why this document?

In terms of section 38 of the Municipal Systems Act No 32 of 2000 a municipality must -
(a) establish a performance management system that is -

() commensurate with its resources;

(i) best suited to its circumstances; and

(i) in line with the priorities, objectives, indicators and targets contained in its integrated
development plan (IDP);

(b) promote a culture of performance management among its political structures, political office
bearers and councillors and in its administration.

In terms of regulation 7(1) of the Municipal Planning and Performance Management Regulations,
2001 a municipality’s performance management system must entail a framework that describes
and represents how the municipality’s cycle and processes of performance planning, monitoring,
measurement, review, reporting and improvement will be conducted, organised and managed,
including determining the roles of the different role-players.

3. Purpose of the Framework

The purpose of this document is to facilitate the implementation of the performance management
system (PMS) through the following process:

« Setting performance indicators and targets

- Approval of annual performance agreements
« Performance monitoring and evaluation

< Auditing

- Reporting

- Review and improvement of the PMS
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4. Legal context
4.1 MUNICIPAL SYSTEMS ACT NO 32 OF 2000

Chapter 6 deals with performance management. The following sections are applicable:
38: Establishment of performance management system

39: Development of performance management system

40: Monitoring and review of performance management system

41: Core components

42: Community involvement

43: General key performance indicators

44: Notification of key performance indicators and performance targets

45: Audit of performance measurements

46: Annual performance reports

4.2 MUNICIPAL FINANCE MANAGEMENT ACT NO 56 OF 2003

The following sections are applicable:
72: Mid-year budget and performance assessment
121: Preparation and adoption of annual reports

4.3 MUNICIPAL PLANNING AND PERFORMANCE MANAGEMENT REGULATIONS, 2001

Chapter 2 of the Regulations deals with performance management. The chapter covers the
following:

- Nature of performance management system

- Adoption of performance management system

« Setting of key performance indicators

. General key performance indicators

- Review of key performance indicators

. Setting of performance targets

« Monitoring, measurement and review of performance
< Internal auditing of performance measurements

4.4 MUNICIPAL PERFORMANCE REGULATIONS FOR MUNICIPAL MANAGERS AND MANAGERS
DIRECTLY ACCOUNTABLE TO MUNICIPAL MANAGERS, 2006

Chapter 2 (employment contracts) and chapter 3 (performance agreements) are applicable.
These are the regulations that prescribe in detail how performance management is to be done in
Municipalities. This framework for implementing performance management is totally in line with the
regulations.

4.5 REGULATIONS ON APPOINTMENT AND CONDITIONS OF EMPLOYMENT OF SENIOR MANAGERS,
2014

Regulation 9 and Annexure A are applicable. Annexure A is a competency framework for senior
managers and describes the leading and core competencies applicable to senior managers. It
also contains a detail description of each of the six leading and six core competencies.

2 Framework for Implementing Performance Management



5. Performance cycle

The performance cycle for the Municipality runs from 1 July to 30 June in line with the financial year.
It must be an integral part of the IDP process and implemented as follows:

Component |Annua| timeframes
Performance indicators and targets

Drafting or review Between January and March
Approval in draft format by Council as part of End of March

the IDP

Advertising for public input and comments During April

Final approval by Council as part of the IDP End of May

Performance agreements

Preparation During June

Signing after submission to the Executive Mayor |June
Performance monitoring and evaluation

Performance monitoring Monthly

Performance evaluation and appraisal Quarterly

Panel evaluation of annual performance After end of financial year

Auditing

By Internal Audit Throughout the year

By the Auditor-General Between September and November
Reporting

In-year reporting Monthly and quarterly

Mid-year performance assessment report in By 25 January

terms of section 72 of the MFMA

Annual Report in terms of section 121 of the January (draft) and March (final)
MFMA

Audit report to Council Bi-annually in March and September

6. Setting performance indicators and targets

6.1 LEGAL REQUIREMENTS

In terms of section 41 of the Municipal Systems Act a municipality must in terms of its performance
management system and in accordance with any regulations and guidelines that may be
prescribed -

(a) set appropriate key performance indicators as a yardstick for measuring performance,
including outcomes and impact, with regard to the municipality’s development priorities and
objectives set out in its IDP; and

(b) set measurable performance targets with regard to each of those development priorities and
objectives

In terms of regulation 9(1) of the Municipal Planning and Performance Management Regulations,
2001 -

(@) a municipality must set key performance indicators, including input indicators, output
indicators and outcome indicators, in respect of each of the development priorities and
objectives referred to in section 26(c) of the Act.

(b) A key performance indicator must be measurable, relevant, objective and precise.

In terms of regulation 9(2) a municipality must, in setting performance indicators, ensure that
communities are involved.
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6.2 PERFORMANCE STANDARDS AND TARGETS

Performance targets express a specific level of performance that the Municipality or individual is
aiming to achieve within a given time period.

Performance standards express the minimum acceptable level of performance, or the level of
performance that is generally expected. These should be informed by legislative requirements,
departmental policies and service-level agreements. They can also be benchmarked against
performance levels in other municipalities, or according to accepted best practices.

Performance standards and performance targets must be specified prior to the beginning of the
financial year. While standards are generally "timeless", targets need to be set in relation to a
specific period.

The Municipality should use standards and targets throughout the organisation, as part of its internal
management plans and individual performance management system.

A useful set of criteria for selecting performance targets is the "SMART" criteria:
« Specific: the nature and the required level of performance can be clearly identified
- Measurable: the required performance can be measured
« Achievable: the target is realistic given existing capacity
- Relevant: the required performance is linked to the achievement of a goal
- Time-bound: the time period or deadline for delivery is specified.

6.3 ELEMENTS

Performance indicators and targets tell us what progress is being made in achieving objectives.
They are essentially statements that describe the dimensions of performance which are considered
key when assessments and evaluations are undertaken. Three elements are important in the
measuring of performance:
« Inputs, i.e. the costs, resources and time used to produce an output. These refer to economy
and efficiency measurements.
« Outputs, i.e. the results and effectiveness of activities, processes and strategies of a programme
of the Municipality. It measures whether a set of activities or processes yields the desired
output. It shows the ‘deliverables’ of programmes and projects.

. Outcomes, i.e. the quality and/or impact of the outputs on achieving the overall objective. It
measures whether the output yields the desired outcomes. It shows the broader consequences
of programmes and projects.

This stage comprises setting indicators and targets, and then gathering data and information on
these measures to assess the progress of the Municipality. Most of the work is done as part of the
IDP/Budget process. All indicators and targets must be linked to the IDP objectives.

7. Performance monitoring and evaluation
7.1 LEGAL REQUIREMENTS

In terms of section 41(c) of the Municipal Systems Act a municipality must, with regard to each of
those development priorities and objectives and against the key performance indicators and
targets set in terms of paragraphs (a) and (b), -

() monitor performance; and

(i) measure and review performance at least once per year.

In terms of regulation 13 of the Municipal Planning and Performance Management Regulations,
2001 a municipality must, after consultation with the local community, develop and implement
mechanisms, systems and processes for the monitoring, measurement and review of performance
in respect of the key performance indicators and performance targets set by it.

The mechanisms, systems and processes for monitoring must -

(a) provide for reporting to the municipal council at least twice a year,

(b) be designed in a manner that enables the municipality to detect early indications of under-
performance; and

(c) provide for corrective measures where under-performance has been identified.
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7.2 COMPONENTS

In terms of regulation 26(5) of the Municipal Performance Regulations for Municipal Managers and
Managers directly accountable to Municipal Managers, 2006 and Annexure A of the Regulations
on Appointment and Conditions of Employment of Senior Managers, 2014 the criteria upon which
the performance of the employee must be assessed consist of two components:
- The key performance areas (KPA’s) covering the main areas of work that will account for 80% of
the final assessment.
. The Competencies that will account for 20% of the final assessment.

7.3 KEY PERFORMANCE AREAS AND WEIGHTS

The Municipal Manager’s KPA’s are prescribed in regulation 26(6) of the Municipal Performance
Regulations for Municipal Managers and Managers directly accountable to Municipal Managers,
2006. The directors’ key performance areas must be determined according to the functional areas
of his or her department. Weights must be used to align performance ratings with the proportional
importance of tasks. Within this context it means that the higher the weight, the more value is
attached to a certain key performance area.

The following KPA’s and weights were agreed upon for the different departments:

Municipal Manager

Basic service delivery 15%
Municipal institutional development and transformation 15%
Good governance and public participation and LED 15%
Municipal financial viability and management 15%
IDP Implementation 40%

Civil Engineering Services

General Management 30%
Building Services 5%
Operation and Maintenance 20%
Trade Services 15%
Public Services 10%
IDP Implementation 20%

Corporate Services

General Management 30%
Human Resource Services 25%
Secretariat and Record Management 10%
Administration: Properties and Contracts 5%
Communication and Public Relations 10%
IDP Implementation 20%

Development Services

General Management 30%
Community Development 10%
Human Settlements 10%
Built Environment 20%
Occupational Health and Facilities 10%
IDP Implementation 20%

Electrical Engineering Services

General Management 30%
Operations, maintenance & construction 20%
Planning & Design 20%
Information Management 10%
IDP Implementation 20%
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Financial Services

General Management 30%
Budgeting 10%
Credit Control 5%
Financial Statements 10%
Supply Chain Management 5%
Income 5%
Expenditure 5%
Asset and Vehicle Management 5%
IDP Implementation 20%
Financial Systems Administration 5%

Protection Services

General Management 30%
Traffic and Law Enforcement Services 30%
Fire and Emergency Services 20%
IDP Implementation 20%

7.4 IMPLEMENTATION OF THE MUNICIPALITY’S IDP

What is clear from the weights above is the importance attached to the implementation of the
Municipality’s IDP. It carries a weight of 40% with the Municipal Manager and 20% with each of the
directors. The key performance indicators and targets in the IDP are incorporated into the
performance management system and form part of the monthly and quarterly monitoring and
evaluation.

7.5 COMPETENCIES

The Competencies make up 20% of the employee's assessment score. Annexure A of the
Regulations on Appointment and Conditions of Employment of Senior Managers, 2014 provides for
the following six leading competencies and six core competencies:

LEADING COMPETENCIES
Strategic Direction and Leadership | Impact and Influence
« Institutional Performance Management
« Strategic Planning and Management
- Organisational Awareness
People Management - Human Capital Planning and Development
Diversity Management
- Employee Relations Management
- Negotiation and Dispute Management
Program and Project Management | Program and Project Planning and Implementation
«» Service Delivery Management
- Program and Project Monitoring and Evaluation
Financial Management « Budget Planning and Execution
» Financial Strategy and Delivery
- Financial Reporting and Monitoring
Change Leadership - Change Vision and Strategy
« Process Designh and Improvement
- Change Impact Monitoring and Evaluation
Governance Leadership « Policy Formulation
» Risk and Compliance Management
- Cooperative Governance
CORE COMPETENCIES
Moral Competence
Planning and Organising
Analysis and Innovation
Knowledge and Information Management
Communication
Results and Quality Focus
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7.6 MONITORING AND EVALUATION

The key performance indicators (KPI’s) and performance targets must be monitored on a monthly
basis and formal evaluation and rating on the five-point scale below done on a quarterly basis. The
directors are responsible for the monitoring and evaluation of the division heads that report to them
and the Municipal Manager for the monitoring and evaluation of the directors.

During the monitoring and evaluation sessions the actual performance of each employee must be
captured on the Municipality’s electronic database together with reasons for underperformance (if
any) and interventions where necessary. Employees must be able to provide evidence for each KPI
and performance target for audit purposes. Evidence must either be linked directly to the
electronic database system or clearly referenced (e.g. the Collaborator number) in the field
provided for this purpose in the database. Evidence must be sufficient to proof the actual
performance.

During the quarterly evaluation sessions the ratings must also be captured.

After each quarterly evaluation session the results must be checked and signed off electronically
on the Municipality’s electronic database by the Executive Mayor (with respect to the Municipal
Manager), by the Municipal Manager (with respect to the directors) and by each director (with
respect to the division heads that report to him or her).

Competencies must be evaluated and rated annually in June / July and the results captured on
the Municipality’s electronic database in the same way as described above.

7.7 RATING SCALE FOR KPI'S

Regulation 27(4)(c) of the Municipal Performance Regulations for Municipal Managers and
Managers directly accountable to Municipal Managers, 2006 prescribes the following five-point
scale for the purposes of rating employees’ performance in respect of KPI’s:

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 criteria and indicators as specified in the PA and
Performance plan and maintained this in all areas of
responsibility throughout the year.
Performance is significantly higher than the standard expected
in the job. The appraisal indicates that the Employee has
achieved above fully effective results against more than half of
the performance criteria and indicators and fully achieved all
others throughout the year.
Performance fully meets the standards expected in all areas of
the job. The appraisal indicates that the Employee has fully
3 Fully effective achieved effective results against all significant performance
criteria and indicators as specified in the PA and Performance
Plan.
Performance is below the standard required for the job in key
areas. Performance meets some of the standards expected for
Performance not fully | the job. The review/assessment indicates that the employee has
effective achieved below fully effective results against more than half the
key performance criteria and indicators as specified in the PA
and Performance Plan.
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
Unacceptable performance criteria and indicators as specified in the PA and
performance Performance Plan. The employee has failed to demonstrate the
commitment or ability to bring performance up to the level
expected in the job despite management efforts to encourage
improvement.

5 Outstanding performance

Performance significantly
above expectations
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7.8 RATING SCALE FOR COMPETENCIES

The Regulations on Appointment and Conditions of Employment of Senior Managers, 2014
prescribes the following scale for the purposes of rating employees’ performance in respect of
Competencies:

Achievement level Description

Applies basic concepts, methods, and understanding of local

2 Basic government operations, but requires supervision and development
intervention
Develops and applies more progressive concepts, methods and
3 Competent understanding. Plans and guides the work of others and executes

progressive analyses

Develops and applies complex concepts, methods and
4 Advanced understanding. Effectively directs and leads a group and executes
in- depth analyses

Has a comprehensive understanding of local government
5 Superior operations, critical in shaping strategic direction and change,
develops and applies comprehensive concepts and methods

A full description of achievement levels per competency is found in Annexure A of the Regulations.

7.9 ANNUAL PERFORMANCE EVALUATION BY PANEL

In terms of regulation 27(4)(d) of the Municipal Performance Regulations for Municipal Managers
and Managers directly accountable to Municipal Managers, 2006 the Municipality must, for
purposes of evaluating the annual performance of the Municipal Manager and directors, establish
evaluation panels constituted of the following persons:
For the Municipal Manager -

- The Executive Mayor

« The Chairperson of the Audit Committee

- A member of the Mayoral Committee

- The mayor and/or municipal manager from another municipality

« A member of a ward committee as nominated by the Executive Mayor

For the directors -
« The Municipal Manager;
« The Chairperson of the Audit Committee
- A member of the Mayoral Committee
- The municipal manager from another municipality

The annual performance evaluation by panel must be done after the financial year end.

7.10 PERFORMANCE BONUSES

In terms of Regulation 32(2) of the Municipal Performance Regulations for Municipal Managers and
Managers directly accountable to Municipal Managers, 2006 a performance bonus ranging from
5% to 14% of the all-inclusive remuneration package may be paid to an employee in recognition of
outstanding performance.

The Municipality however has decided not to pay any performance bonuses, with the exception of
the Municipal Manager who will be eligible for a performance bonus according to the calculation
table in ANNEXURE A up to a maximum of 14%.

The performance bonus may be paid to the employee after -

. the annual report for the financial year under review has been tabled and adopted by the
Municipal Council;

- an evaluation of performance in accordance with the provisions of Regulation 23; and
- approval of such evaluation by the Municipal Council as a reward for outstanding performance
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7.11 EMPLOYEE RESIGNS OR RETIRES DURING A FINANCIAL YEAR

If an employee who receives a performance bonus in terms of paragraph 7.10 above resigns or
retires during a financial year and thus not working the full 12 months of that financial year, the
employee's performance bonus will still be paid but will be calculated pro rata based on the
number of months of the financial year that he or she was employed by Swartland Municipality.

8. Performance reporting

Monthly and quarterly performance reports must be submitted to the Council’s Portfolio
Committees or, in months with no Portfolio Committee meetings, to the Mayoral Committee.

Monthly reports must contain information on the performance of the Municipal Manager and
directors while quarterly reports must contain information on the performance of the Municipal
Manager, directors and division heads.

Quarterly reports must also include information on the performance evaluation of IDP indicators
and targets.

In terms of Section 72 of the Municipal Finance Management Act No 56 of 2003 the Municipal
Manager must by 25 January of each year assess the performance of the Municipality during the
first half of the financial year, taking into account, amongst others, the Municipality's service
delivery performance during the first half of the financial year, and the service delivery targets and
performance indicators set in the service delivery and budget implementation plan.

In terms of Section 121 of the Municipal Finance Management Act the Municipality must prepare an
annual report which must be dealt with by the Council within nine months after the end of a
financial year (end of March). The annual report must however be tabled in Council by the
Executive Mayor within seven months after the end of a financial year (end of January) (Section
127). The annual report must include the annual performance report of the municipality in terms of
section 46 of the Municipal Systems Act.

9. Performance auditing

Regulation 14(1) of the Municipal Planning and Performance Management Regulations, 2001 deals
with internal auditing of performance measurements. It stipulates the following:

« The Municipality must develop and implement mechanisms, systems and processes for auditing
the results of performance measurements as part of its internal auditing processes;

- Any auditing of performance measurements must include assessments of the functionality of
the performance management system, whether the system complies with the Municipal
Systems Act and the extent to which the measurements are reliable in measuring performance
on indicators; and

« The Municipality’s Internal Auditor must on a continuous basis audit the performance
measurements of the Municipality and submit quarterly reports on the audits to the Municipal
Manager and the Audit Committee.

In terms of regulation 14(4) of the Municipal Planning and Performance Management Regulations,
2001 the Audit Committee must —
- review the quarterly reports mentioned above; and
. review the Municipality’s performance management system and make recommendations in
this regard to the Council.

In reviewing the Municipality’s performance management system, the Audit Committee must focus
on economy, efficiency, effectiveness and impact in so far as the key performance indicators and
performance targets set by the Municipality are concerned.
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10. Review and improvement of the PMS

In terms of regulation 11 of the Municipal Planning and Performance Management Regulations,
2001 the Municipality must review its key performance indicators annually as part of the
performance review process referred to in regulation 13. Secondly the Municipality must, whenever
it amends its IDP, also review those key performance indicators that will be affected by such an
amendment.

The mechanisms, systems and processes developed in terms of regulation 13 of the Municipal
Planning and Performance Management Regulations, 2001 must allow the local community to
participate in the review process.

The review of the key performance indicators and targets runs concurrently with the review process
of the IDP. The community participation that happens during the review process of the IDP is used
to consult communities on the amendments to key performance indicators and targets. The
amendments are therefore formally advertised for inputs and comments annually in April.

The management team must review the past year's municipal performance and identify where
changes are needed. The review must take cognisance of any input received from the community
as well as input provided by departments.
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Annexure A: Performance calculation

POINTS AWARDED % BONUS

2.5 5.0%
2.51-2.55 5.2%
2.56-2.60 5.6%
2.61-2.65 6.0%
2.66-2.70 6.4%
2.71-2.75 6.8%
2.76-2.80 7.2%
2.81-2.85 7.6%
2.86-2.90 8.0%
2.91-2.95 8.4%
2.96-2.99 8.8%

3.0 9.0%

3.01 10.0%
3.02-3.05 10.2%
3.06-3.10 10.6%
3.11-3.15 11.0%
3.16-3.20 11.4%
3.21-3.25 11.8%
3.26-3.30 12.2%
3.31-3.35 12.6%
3.36-3.40 13.0%
3.41-3.45 13.4%
3.46-3.49 13.8%

3.50 14.0%
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