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1 Background

The White Paper on Local Government (1998) proposed the
infroduction of performance management systems to local
government, as a tool to monitor service delivery progress at local
government. It concludes that the integrated development
planning, budgeting and performance management are powerful
tools which can assist municipalities to develop an integrated
perspective on development in their area. It will enable them to
focus on priorities within an increasingly complex and diverse set of
demands and o direct resources allocations and institutional systems
to a new set of development objectives.

Chapters 6 of the Local Government: Municipal Systems Act, 2000
(Act No.32 of 2000), requires local government to:

» Develop a performance management system.

» Set targets, monitor and review performance based on indicators
linked to the Integrated Development Plan (IDP).

= Publish an annual report on performance management for the
councillors, staff, the public and other spheres of government.

*» |ncorporate and report on a set of general indicators prescribed
nationally by the Minister responsible for local government.

= Conduct an internal audit on performance report audited by the
Auditor-General.

* Involve the community in setting indicators and targets and
reviewing municipal performance.
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2

Infroduction

The purpose of this document is to, according to the requirements of
the Municipal Systems Act, (2000) develop a performance
management framework for the Newcastle Municipality.  This
framework caters for the development, implementation and roll-out
of performance management with the Newcastle Municipality. This
includes the alignment of the PMS process to that of the IDP and
budget as is required in terms of the Municipal Finance Management
Act (2003)

Any operating procedures aligned to this Framework is considered
administrative and will be developed from time to time based on the
resources and organisational arrangements of the municipality. Such
procedures to be approved by Head of the M & E unit.

3 Rationale Of Perfformance Management
3.1.  Policy and Legal Context for PMS
» The White Paper on Local Government (1998)
» Batho Pele (1998)
» The Local Government: Municipal Systems Act, 2000 (Act No.
32 of 2000
» The Local Government: Municipal Systems Act, (32/2000):
Municipal  Planning and Performance Management
Regulations (2001) , Chapter 3, by the Department
Cooperative Governance.
» Guide on Performance Agreements Workshop, 2001, by the
South African Local Government Associations (referred to as
SALGA Guidelines in short)
= DPLG, 2001, PMS Training Manuals (referred to as PMS Training
Manuals in short)
=  Municipal Finance Management Act (2003)
*  Municipal Performance Management Regulations (2006)
3.2. Objectives of Perfformance Management System

» Facilitate increased accountability
» Facilitate learning and improvement
» Provide early warning signals
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3.3

3.4

3.5

Facilitate decision-making

Benefits of Perfformance Management

Principles that will guide the development and implementation of
the Performance Management System

Simplicity

Politically driven

Incremental implementation
Transparency and accountability

Integration
Objectivity

Newcastle Municipality Perfformance Management Systems (PMS)
Model

What is a performance Measurement Model

The value of a Performance Measurement Model

Criteria of a Good Performance Model

The revised Municipal Scorecard Model

Why Newcastle Municipality will adopt the Revised Municipal
Scorecard Model

3.5.1 Whatis a Performance Measurement Model?

Performance management is defined as a strategic process to
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 efficiency, effectiveness and impact. Regulation 7
of the 2001 Performance Regulations requires that every
municipality develop a performance management system
(PMS) which consists of a performance framework that
describes and represents how the municipality’s cycle and
processes of performance planning, monitoring,
measurement, review, reporting and improvement will be
conducted, organized and managed, and must set out the
roles and responsibilities of the different stakeholders. The
regulations further provide in Regulation 13 that a municipality
must, after consultation with the community, develop and
implement mechanisms, systems and processes for the
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monitoring, measurement and review of performance in
respect of the key performance indicators and targets set by
it.

Performance measurement involves determining the extent to
which objectives are being achieved through developing
indicators and linking them to targets and related standards.
Review of performance against set targets is undertaken on a
regular basis. A performance measurement framework is a
practical plan for the municipality to collect, process, organise,
analyse, audit, reflect on and report performance information.

A performance measurement model is the system that is used
to monitor, measure and review performance indicators within
the above performance management framework. It is a
choice about what aspects or dimensions of performance will
be measured. It implies the grouping together of indicators info
logical categories or groups, called perspectives, as a means
to enhance the ability of an organization to manage and
analyze its performance.

3.5.2 The Value of a Perfformance Measurement Model

The value of performance measurement models can be
summarized as follows:

e Models simplify otherwise long lists of indicators by
organizing them into perspectives which will sufficiently
represent effective performance;

e Different models differ enormously on what is viewed as
key aspects of performance (Key Performance Areaqs)
and can help organizations make their own decisions on
a model that fits their context;

e  Models help in aligning the relationship between areas of
performance when planning, evaluating and reporting;

e Models help align strategic planning and performance
management by directly linking Key Performance Areas
to priority areas in the strategic plan.

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

3.5.3 Ciriteria of a Good Performance Model

The following characteristics should guide the choice of a
performance model:
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a) It must be simple to develop and its implementation must
be able to be cascaded to the lower levels with ease.

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

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

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

e) The model must be able to timeously diagnose blockages
in the system.

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

g) It must be easy to integrate with other municipal systems
and processes.

3.5.4 The Revised Municipal Scorecard Model

A Municipal Scorecard Model is a municipal scorecard
adapted for measuring key performance on developmental
areas that are relevant to municipal service delivery and the
public sector. There are five KPA's that municipalities are
required to align their strategic planning on and these cut
across every functional area of a municipality. The municipal
scorecard measures a municipality’'s performance through
these five perspective as listed below. :

a) The Municipal Economic Development Perspective
b) The Service Delivery Perspective

c) The Institutional Development Perspective

d) The Financial Management Perspective, and

e) Governance Process Perspective

3.5.5 Why The Newcastle Municipality will adopt the Revised
Municipal Scorecard Model?

With recent developments through the adoption by national
cabinet of the 5-Year Local Government Strategic Agenda,
that aligns local government with the national programme of
action, it became imperative to review the above municipal
scorecard model and to align it with the 5 Key Performance
Areas (KPA's) for local government.

The Newcastle Municipality, having adopted the Municipal
Scorecard Performance Model, will align this framework to the
revised Municipal Scorecard Model and its performance will be
grouped accordingly. Furthermore, legislation required that
the PMS also align to the IDP. The Newcastle Municipality IDP
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3.6

adopted by Council have adopted 1 additional
perspectives as follows :

a) Cross-cutting ( Special Programmes, Municipal Planning,

Community services etc.)

The Newcastle Municipality PMS will therefore report on all 6

perspectives.

3.5.6.1 The Municipal Economic Development Perspective

In this perspective the municipality will assess whether the
desired development indicators around the performance
area of social and economic development

achieved.

3.5.6.2 The Service Delivery Perspective

This perspective will assess the municipality’s performance
in the overall delivery of basic and infrastructural services

and products.

3.5.6.3 The Financial Management Perspective

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

finances.

3.5.6.3 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 indicators that
seek to develop and manage the municipal institution.

3.5.6.4 The Governance Process Perspective

This  perspective  will measure the municipality’s
performance in relation fo its engagement with
stakeholders in the process of governance, established and
functioning governance structures, and good municipal

governance processes.

Implementation of the Revised Municipal Scorecard in The
Newcastle Municipality
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The Newecastle Municipality, had adopted a two-level approach of implementing the
scorecard. The levels were:

v" The Strategic or Organizational Scorecard Level — reflecting the  strategic priorities
of the municipality

o This scorecard will also inform the individual scorecards of the Section 54/57
Managers.

v" The Service Scorecard Level (SDBIP) — which captures the municipality’s performance
in each defined service by department and functional area, provides a comprehensive
picture of the performance of a particular functional area as budgeted and consisted
of objectives, indicators and targets .

The two levels of scorecards will then become the performance management system
(PMS) of The Newcastle Municipality. All reporting on the municipality’s performance
will be informed by information derived from the two-level scorecard and reflect the
municipality’s performance on the SIX perspectives.

Developing the Organizational Scorecard and Outlining the
Scorecard Concepts

During the IDP process a corporate vision and mission were
formulated for The Newcastle Municipality, together with broad key
performance areas (KPA's), development objectives and key
performance indicators (KPIs) which feed into the vision and mission.
It is now necessary to take this process further into the performance
management system, by developing an organizational or strategic
scorecard that will encompass all the relevant areas or concepts
that will allow measurement of the performance of the organization
using this scorecard. This will be done by using relevant concepts to
populate the organizational and service scorecards of The
Newcastle Municipality. This process of developing the
organizational and service/departmental scorecards will be
followed every year after adoption of the IDP and the budget and
after evaluation of the previous year's scorecard or municipal
performance. Anillustration of the components of an organizational
or strategic scorecard is reflected in figure 1 below.

Figure 1: Organisational Scorecard Concepts

Step 1 Outline the National Key Performance Areas (KPA's) and IDP
alignment

Step 2 Define Strategic Focus Areas (SFA’'s) that fall under each
KPA

Step 3 Formulate appropriate development objectives (IDP
Objectives) for each SFA

Step 4 Develop suitable Key Performance Indicators (KPlIs)

Step 5 Indicate the types of Key Performance Indicators
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Step 6 Provide baseline information

Step 7 Set annual targets for each KPI over the 5 year period to be
reviewed annually

Step 8 Indicate quarterly targets to be met arising out of the each
of the set annual targets based on the budget for the year
under review which will cascade into the SDBIP

Step 9 Allocate responsibility to departments for execution of
actions

Step 10 | Provide frequency of reporting on progress

Step 11 | Specify the source of evidence to be used for verification

and auditing purposes

In the following paragraphs are explanatory notes expanding on each of
the component concepts set out in the above illustrative scorecard.

The detailed 11 step-by-step guidelines are included as Appendix 1 to the
Framework, including KPI Definition template.

A template of the Organizational Scorecard with all the above
concepfs is illustrated as Appendix 2
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NATIONAL KPA : BASIC SERVICE DELIVERY

IDP GOAL/ STRATEGIES KPI KEY KPI TYPE UNIT OF BASELI | ANNUAL | QTR | QTR | QTR | QTR | RESPONSIBLE | FREQUENCY PRIMARY | ANNUAL | ANNUAL | ANNUAL ANNUAL
PRIORITY | OBJECITVE No. PERFORMAN (INPUT, MEASURE NE TARGET 1 2 3 4 DEPARTMENT OF SOURCE TARGET TARGET TARGET TARGET
Linked CE OUTPUT, YEAR 1 REPORTING OF YEAR 2 YEAR 3 YEAR 4 YEAR 5
to IDP INDICATOR | OUTCOME, EVIDENCE
(KPI1) PROCESS)
Water To ensure | Increase 111 A Of | OUTPUT %age N% 92% 0 0 0 92 Technical Annual Progress 94% 96% 98% 100%
that the | number of households % Services report
water and | households with access (Water) based on
sanitation with to a basic Stats  SA
service is | access to level of census
rendered in | basic water figures,
an efficient | potable completi
and (drinkable) on
affordable water. cerfificat
manner. es
Upgrade 1.1.2 Number of | OUTPUT Number 50000 80 20 20 20 20 Technical Quarterly Completi 100 100 100 100
levels of households Services on
water upgraded (Water) Certificat
services to in the es,
yard service Invoices




4 The Process of Managing Organizational

Performance

4.1

The Municipal Systems Act (2000) places the responsibility on the
Council to adopt a PMS, while holding The Mayor responsible for the
development and management of the system. The Mayor of
Newcastle Municipality delegates the responsibility for the
development and management of the PMS to the Municipal
Manager. The development of the system is a once-off activity and
the Municipal Manager submits the system to The Mayor through
the Executive Committee, who in turn forwards it to the full councill
for approval. The responsibility of implementation and
management of the system remains with the Municipal Manager as
part of his/her core functions as provided in Section 55(1) of the
Municipal Systems Act of 2000.

Co-ordination

Co-ordination involves the overall responsibility of and carrying out
the function of, and being the custodian of The Newcastle
Municipality's performance management system and managing
the system on behalf of the Municipal Manager. This is a strategic
function which resides in the Office of the Municipal Manager.

The co-ordination of the implementation phases of the PMS will be
the function of the PMS Unit which will be responsible for the
following core activities:

" Responsible for the co-ordination of the development and
implementation activities of the organisational PMS, through
interaction with all relevant stakeholders;

" Ensuring and overseeing the implementation of this
Performance Policy Framework and compliance to all
performance legislative requirements in respect of the
implementation of the PMS through the development of a
Performance Process Plan;

" Facilitating 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 to the Municipal
Manager and the executive management feam with
implementation, assessment, review, monitoring and
information management;
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4.2

Providing capacity for analysing organizational performance
information submitted by Executive Managers on a quarterly,
mid-term and annual basis in preparation for reporting;

. Responsible for co-ordination and compiling the annual
Section 46 performance report;

. Ensuring that all quarterly, mid-term and annual organizational
performance reports are submitted to all stakeholders
timeously, e.g quarterly reports to Executive Committee; mid-
term report to council and annual reports to Auditor General,
MEC and the public;

=  Work closely with the IDP, Budget and Audit Offices to co-
ordinate performance activities according to Newcastle
Municipality Performance Process Plan; and;

. Co-ordinate capacity building activities on municipal
performance management for all stakeholders.

. Co-ordinate and facilitate the evaluation of all section 56/7

managers and maintaining proper record thereof

Implementing the Perfformance Management System

Having identified the preferred performance model to be the
Revised Municipal Scorecard, and having agreed to measure its
performance against the five perspectives, The Newcastle
Municipality will adopt a process plan for implementing its
performance management system. The PMS implementation and
management process will be carried out within the following
phases:

Phase 1: Planning for Performance

Phase 2: Performance Monitoring and Managing
Performance Information

Phase 3: Performance Measurement and Analysis

Phase 4: Performance Review and Improvement

Phase 5: Performance Reporting

The cycle of performance that will be adopted is shown in figure 5
below.

Each phase is outlined in detail and this includes the actual step-by-
step guide on what each phase entails and how each one will
evolve. Templates that will be used in each phase are illustrated
figuratively in the document.
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PHASE 1 . PHASE 2
PLANNING [ | MONITORING
Mar-June In Year

PHASE 5

REPORTING PHASE 3
Monthly, Quarterly, MEASUREMENT
Mid Year, Annually || Quarterly

PHASE 4
REVIEW
Quarterly, &
Annually

Figure 5: The Performance Management Cycle
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5 Performance Management Cycle

5.1 Phase 1: Planning

Planning for performance simply means developing and reviewing
the IDP annually in preparation for confinuous implementation.
Municipal performance planning is part of the IDP strategic
planning processes. The IDP process and the performance
management process are seamlessly integrated. Integrated
development planning fulfils the planning phase of performance
management. Performance management fulfils the
implementation management, monitoring and evaluation of the
IDP process. The performance planning phase will be undertaken in
three steps.

Step  1: Integrated Development Planning, Priority Setting,
Identifying Key Performance Areas, Setting Objectives and
Developing Key Performance Indicators and Performance Targets

Integrated development planning, as defined by the Municipal
Systems Act, is a process by which municipalities prepare a 5 year
strategic plan that is reviewed annually in consultation with
communities and stakeholders. This strategic plan adopts an
implementation approach and seeks to promote integration. By
balancing the economic, ecological and social pillars of
sustainability without compromising the institutional capacity
required in the implementation and by coordinating actions across
sectors and spheres of government. The IDP delivers a number of
products that translate to 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. In a nutshell, the IDP process should
deliver the following products in relation to performance
management:

= An assessment of development in the municipal areaq,
identifying development challenges, marginalised and
vulnerable citizens and communities;

» A long term development vision for the municipal area that
overcomes its development challenges;

. A set of delivery priorities and objectives, based on identified
needs, achievable in the current term of office, that would

14

NEWCASTLE MUNICIPALITY PMS FRAMEWORK 2017/18 (Approved May 2017)



contribute significantly to the achievement of the
development vision for the areq;

= A set of internal transformation strategies, priorities and
objectives, whose achievement would enable the delivery
and the realisation of the development vision;

. Programmes and projects identified which contribute to the
achievement of the above objectives;

= High level Key Performance Indicators and Performance
targets that wil be wused fo measure progress on
implementation of projects and progress towards attainment
of the objectives and the vision; and

. A financial plan and medium term income and expenditure
framework that is aligned with the priorities of the municipality;

The municipality must have established structures for consultation,
oversight and management of integrated development planning.
These include the:

» The IDP Management Committee

] The IDP Technical Committee

= The IDP Representative Forum

. The Ward Councillors and Ward Committees, and
. IDP Izimbizo

The IDP of the municipality contains the above features. The
municipality has clustered its delivery priorities in the IDP under the
following 5 Key Performance Areas (KPA's):

»  Municipal Transformation and Institutional Development
» Good Governance

" Municipal Financial Viability

=  Service Delivery and Infrastructure Development; and

" Local Economic Development

The IDP planning process has resulted in the formation of the above
key performance areas, and these have been translated into
objectives, and Key Performance Indicators and performance
targets have been set for each key performance area. Every year
the above elements are reviewed within the period of July and
Mach which occurs simultaneously with the implementation of the
IDP.

Step 2: Developing and Adoption of the Service Delivery and
Budget Implementation Plan (*the SDBIP")

The above results of the 5 year IDP and the annual reviews result in
the development of the Service Delivery and Budget

15
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Implementation Plans (SDBIP) on an annual basis. The SDBIP gives
effect to the Integrated Development Plan (IDP) and the budget of
the municipality and is effective if the IDP and budget are fully
aligned with each other, as required by the Municipal Finance
Management Act. The budget gives effect to the strategic priorities
of the municipality and is not a management or implementation
plan. The SDBIP therefore serves as a “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 targets and implementing the budget.

The SDBIP provides the vital link between the mayor, council
(executive) and the administration, and facilitates the process for
holding management accountable for its performance. The SDBIP
is a management, implementation and monitoring tool that will
assist the mayor, councillors, Municipal Manager, senior managers
and community. A properly formulated SDBIP will ensure that
appropriate information is circulated internally and externally for
purposes of monitoring the execution of the budget, performance
of senior management and achievement of the strategic
objectives set by council. It enables the Municipal Manager to
monitor the performance of senior managers, the mayor to monitor
the performance of the Municipal Manager, and for the community
to monitor the performance of the municipality. The SDBIP should
therefore determine (and be consistent with) the performance
agreements between the mayor and the Municipal Manager and
the Municipal Manager and senior managers determined at the
start of every financial year and approved by the mayor. It must
also be consistent with outsourced service delivery agreements
such as municipal entities, public-private partnerships, service
contracts and the like.

The SDBIP is essentially the management and implementation tool
which sets in-year information, such as quarterly service delivery
and monthly budget targets, and links each service delivery output
to the budget of the municipality, thus providing credible
management information and a detailed plan for how the
municipality will provide such services and the inputs and financial
resources to be used. The SDBIP indicates the responsibilities and
outputs for each of the senior managers in the top management
team, the inputs to be used, and the time deadlines for each
output. The SDBIP will therefore determine the performance
agreements of the Municipal Manager and senior managers,
including the outputs and deadlines for which they will be held
responsible. The SDBIP should also provide all expenditure
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information (for capital projects and services) per municipal ward,
so that each output can be broken down per ward, where this is
possible, to support ward councillors in service delivery information.

The SDBIP is also a vital monitoring tool for the mayor and council to
monitor in-year performance of the Municipal Manager and for the
Municipal Manager to monitor the performance of all managers in
the municipality within the financial year. This enables the mayor
and Municipal Manager to be pro-active and take remedial steps
in the event of poor performance. The SDBIP aims to ensure that
managers are problem-solvers, who routinely look out for
unanficipated problems and resolve them as soon as possible. The
SDBIP also enables the council to monitor the performance of the
municipality against quarterly targets on service delivery.

The SDBIP is a layered plan, with the top layer of the plan dealing
with consolidated service delivery targets and in-year deadlines,
and linking such targets to tfop management.

Being a management and implementation plan (and not a policy
proposal), the SDBIP is not required to be approved by the council
— it is however tabled before council and made public for
information and for purposes of monitoring. The SDBIP should be
seen as a dynamic document that may (at lower layers of the plan)
be continually revised by the Municipal Manager and other top
managers, as actual performance after each month or quarter is
taken info account. However, the top-layer of the SDBIP and its
targets cannot be revised without notifying the council, and if there
is to be changes in service delivery targets and performance
indicators, this must be with the approval of the council, following
approval of an adjustments budget (section 54(1)(c) of MFMA). This
council approval is necessary to ensure that the mayor or Municipal
Manager do not revise service delivery targets downwards in the
event where there is poor performance.

The Municipal Manager is responsible for the preparation of the
SDBIP, which must be legally submitted to the mayor for approval
once the budget has been approved by the Council. Once the
budget is approved by the Council, the Municipal Manager should
draft the SDBIP within 14 days for submission to the Mayor. Draft
performance agreements should also be submitted with the draft
SDBIP. The Mayor should therefore approve the final SDBIP 28 days
after the approval of the budget, where after the SDBIP must be
made public. Performance agreements of the Municipal Manager
and managers reporting directly to the Municipal Manager must be
finalised no later than 31 July as per the regulations.
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The SDBIP requires a detail of five necessary components are:

1.  Monthly projections of revenue to be collected for each
source

2. Monthly projections of expenditure (operating and capital)
and revenue for each vote

3. Quarterly projections of service delivery targets and

performance indicators for each vote

Ward information for expenditure and service delivery

5. Detailed capital works plan broken down by ward over three
years.

»

Newcastle Municipality organizational scorecard will group its
indicators and targets under six perspectives and will monitor and
measure ifs performance against achievements and improvement
within the 6 perspectives. This is the difference between the SDBIP
and the organizational scorecard. The components of the
organizational scorecards will differ from those of the SDBIP and will
be made up of eleven (11) components as outlined in paragraph
3.8 above under: Developing the Organizational Scorecard and
Outlining the Scorecard Concepts and as illustrated in Figure 4
above.

Step 3: Development and Approval of the Organizational
Scorecard and Service/Departmental Scorecards

It is clear from the above exploratory detail on the SDBIP and its
components that there is an overlap between the SDBIP and the
municipal performance scorecard as described in paragraph 3.8
above. This overlap usually creates confusion to municipalities as to
which performance planning tool to subscribe to and usually it is the
SDBIP that is adopted and regarded as the scorecard of the
municipality. However, this causes problems because the SDBIP
remains a top level document and is not cascaded to, and aligned
to the performance scorecards of individual managers. Moreover,
because the components of the SDBIP are mainly along monitoring
budget implementation, the other non-financial functional areas of
the municipality end up being not monitored and reported on as
vigorously as the financial functional area. Furthermore, this
vigorousness is also concenfrated on spending of the budget on
time, not necessarily looking at the whole financial viability and
management of the municipality

In addressing the concerns raised in the above argument,
Newcastle Municipality will adopt the Revised Municipal Scorecard
Performance model to utilize it as the tool to monitor and measure
both the financial and non-financial performance of the
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municipality. The SDBIP will form part of the performance
management tools. The Organisational score-card as approved in
the IDP will be used to cascade measures into the performance
agreement of the Municipal Manager and the managers reporting
directly to the Municipal Manager.

Since the SDBIP monitors the budget performance, it will form part
of the overall performance management processes of the
municipality and component 3 of the SDBIP (Quarterly projections
of service delivery targets and performance indicators for each
vote) will have similar information as the one that appears on
components 5 and 7 of the organizational scorecard. Budget
information on the SDBIP will be in line with organisational functional
areas as approved in the budget and aligned to the organogram
of the municipality.

The organizational scorecard of Newcastle Municipality will be laid
out in a simple spreadsheet as indicated in Figure 4 above. The
organizational scorecard of Newcastle Municipality will be made
up of layers of spreadsheets consisting of information on each of
the components as stated above within each of the 6 Key
Performance Areas (Municipal Transformation and Institutional
Development; Good Governance; Local Economic Development;
Municipal Financial Viability; and Service Delivery and Infrastructure
Development). The Additional KPA viz. Cross Cutting will also be
included to align to the IDP.

The organizational scorecard will inform departmental scorecards
and departmental business plans. These in furn will inform the
individual scorecards for the Section 57 Managers and other
employees once rolled out in line with an individual PMS policy of
Council once adopted. Drafting of these scorecards should
happen simultaneously with the other documents, and submitted
to the Mayor for approval and submission to the full council.

Step 4: Attending to Governance and Compliance Issues

Upon approval of all the strategic documents, The Mayor and the
Municipal Manager must sign  the Municipal Manager’s
Performance Agreement before 31 July of every year. The
Municipal Manager must do the same and sign Performance
Agreements with all the Managers directly accountable to her
before 31 July of every year. These agreements will be discussed in
detail below under employee performance management.

The Organisational Score-card will be included in the IDP and public
consultation processes aligned to the IDP and budget will therefore
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5.2

also apply to the Organisational score-card accordingly as per the
approved |IDP/Budget/PMS process plan. The SDBIP will be
published for public perusal after approval by the Mayor.
Performance Agreements will be published once tabled to Council.

Newcastle Municipality will use the following publicity platforms to
publicize the above documents:

. Local newspapers
. Municipal Website

The Mayor will also submit copies of the SDBIP, the Organizational
Scorecard and all the Section 57 Managers to the MEC for Local
Government in the Kwazulu-Natal province.

The whole planning process for performance management will be
done once per year within the months of March to June, in
preparation forimplementation in the following year, starting in July.
By the beginning of a new financial year, all planning will be
complete, compliance issues attended 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 IDP.
Monitoring will be conducted within each department. Newcastle
Municipality will use a paper-based and report-based monitoring
mechanism. Different role players are allocated tasks to monitor
and gather information that would assist the municipality to detect
early indications of under-performance and take corrective
measures on fime. Information management plays a central role
during this phase.

Newcastle Municipality’s monitoring system places responsibility on
each Department, Division/Section and Individual employee to
collect relevant data and information to 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 Departments must allocate responsibility in their
offices for information management, as these performance
information files must be separate from normal registry filing. Even
though registry will have all the data and file it as per their filing

20

NEWCASTLE MUNICIPALITY PMS FRAMEWORK 2017/18 (Approved May 2017)



system, the performance information will be filed according to key
performance area and key performance indicators. These files will
be regarded as poriffolio of evidence and must be kept for purposes
of performance measurement, performance review and audit in
the other phases.

The roles and responsibilities for monitoring are allocated as follows:

l. Section Managers - Each section manager will be responsible
for monitoring and reporting on each indicator in their
departmental scorecards. They will monitor performance of
their direct reports under their functional areas and report as
per the indicator that has been set o measure that functional
area. This monitoring occurs on a daily basis, with report being
submitted to section managers by direct reports on a weekly
basis. The section manager is responsible for compiling section
reports on each indicator, collect the relevant data related to
each project and indicator and facilitate proper storage of the
datain files.

Il. Admin Officers — The Admin Officers in each section has a
responsibility for managing indicator information files as per
Newcastle Municipality monitoring system. They are also
responsible for collating this information in preparation for
submission of performance reports to Heads of Departments by
section managers. This responsibility must be carried out on a
weekly basis.

Il. Departments or Directorates and Teams - The departments will
receive progress reports on progress into the implementation
of their departmental scorecards from section managers on a
bi-monthly basis. The bi-monthly reports are compiled into
monthly reports that are discussed at the Management
meetings.

V. The Management Team - The management team discusses
departmental performance progress on a monthly basis and
need to reflect on whether targets are being met, reflect on
the reasons being provided by departments for targets not
being met and suggest corrective action. The purpose for a
performance-driven management team is to instill a culture of
collective management and eliminate the silo mentality.

V. Section 79 Committees - These committees will monitor
performance of their respective services against departmental
scorecards. They will receive reports on a monthly basis and
must appraise themselves on progress on performance of their
service areas against set targets. Where targets are not being
met, the Section 79 Committees should ensure that the reasons
for poor performance are satisfactory and sufficient to address
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whatever delays, and corrective strategies are sufficient to
address the poor performance.

VI. The Mayor - The Municipal Manager will submit quarterly
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 where they are not, that proper
corrective strategies are put in place to keep to the timelines
set for achieving each indicator and targets.

VII. Municipal Council - Performance reports will be submitted to
the council twice a year. A mid-term report and an annual
performance report are the two reports that will be submitted
council.

VIII. Audit Committee — Quarterly reports will be submitted to the
Audit Committee to be considered with the quarterly internal
audit reports on performance information.

IX. Municipal Public Accounts Committee (MPAC) - Performance
reports will be submitted to the MPAC twice a year. A mid-term
report and an annual performance report are the two reports
that will be submitted MPAC.

A performance monitoring flow chart is illustrated in Figure é below.
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COUNCIL
Mid Term & Annual

MPAC
Mid Term &
Annual

Management Team
Performance info monthly

v

Departments’ Departments’ Departments’
performance performance performance
info monthly info Monthly info monthly

Figure 3: Newcastle Municipality Performance Monitoring System
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5.3 Phase 3: Measurement and Analysis

Performance Measurement is essentially the process of analysing
the data provided by the Performance Monitoring System in order
to assess performance. At organisational level, Performance
Measurement is formally executed on a monthly and quarterly
basis, whilst Performance Measurement on individual level is done
quarterly.

As indicated in section 3, Newcastle Municipality has adopted the
Revised Municipal Spreadsheet Scorecard to analyse the
performance information submitted during the monitoring phase
and asses its performance levels. The adopted model will measure
the municipality’s performance through achievements within the
Key Performance Areas and report its organizational performance
along the performance perspectives.

The template for the performance measurement scorecard that will
be used by Newcastle Municipality is illustrated below in Figure 7.

All the measured results are then recorded on a report. The
municipality will use one reporting template for all key performance
indicators and all departments will use this formant to produce
quarterly reports and the annual review report. The reporting
template will be discussed under the reporting section.
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Figure 7: The link between performance monitoring, analysis and measurement

KEY PERFORMANCE AREA 4: SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT

STRATEGIC OBJECTIVES KEY TYPE OF BASELIN | ANNUAL QUARTERLY TARGETS RESPONSI | FREQUEN | RESPONSIBLE
FOCUS AREAS PERFORMANCE KPI E TARGETS BLE CY OF POLITICAL
INDICATORS INDICAT DEPARTME | REPORTIN | STRUCTURE
(KPIS) OR NT G
Water To improve 1. Unif costs for Input R10 000 R80 000 R20 R20 R20 R20 Infrastruct | Monthly Section 79
services access to purchasing indicator 000 000 000 000 ure Dept Committee
water to water pipes to responsible for
households connect o Service Delivery
in the single
informal households
settlements
2. No. of Output 100 1 000 250 250 250 250 Infrastruct | Monthly Section 79
households indicator ure Dept Committee
connected in responsible for
one year Service Delivery
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5.4 Phase 4: Perfformance Reviews

Performance review is a process where the municipality, after
measuring its own performance as detailed in the previous phase,
assesses whether it is giving effect to the IDP. It is a phase where it
will assess whether it is doing the right thing, doing it right and better,
or not. Performance reviews will be conducted through the
municipality’s scorecard model by assessing performance against
the 5 Key Performance Areas (KPA's), indicators, and targets. The
Newcastle Municipality reviews will be conducted by using the
“best value review"” approach in the following three methods:

a. 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, mid-
year and annually.

b. The second method will be through conducting customer
perception surveys on an annual basis. The survey will assess
the community’s perceptions about the performance of the
municipality against the delivery in their key performance
areas. Ideally this should be done through the Annual
Reporting process.

c. The third method is will look at the municipality’s performance
by comparison with other similar ones through local
municipalities through benchmarking exercises conducted
once in 5 years or more often as circumstances will dictate.
Ideally this should be done simultaneously with the
development of the IDP

The “best value review” approach challenges the current level of
municipal performance (through comparing actual performance
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 twinning agreements).

The results of measurement and reviews will be captured on the
spreadsheet reporting format as shown on Figure 8 under the
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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 The Newcastle
Municipality 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
level of performance in each department, the Municipal Manager
must conduct one-on-one coaching sessions with Managers
directly accountable to her, to ascertain the level of comfort and
confidence in achieving set targetfs, and to 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 purposes.

Supervisors

Supervisors will review the performance of employees reporting
directly to them. These reviews will be conducted on a monthly
basis and any deviations can be recommended by the supervisor
to their section managers, only if they affect indicators and targets
that are at their levels, not organizational or departmental
indicators.

Section Managers

These managers review performance of their respective areas on a
monthly basis, as they are monitoring, analyzing and measuring
performance as against their departmental scorecards. The review
will cover all organizational key performance areas and indicators
with respect to their functional areas and any deviations from
original targets can be recommended to their respective senior
managers and can be authorised if it is not organizational or
departmental targets.

Section 79 Committees

These committees manage the performance of sectors and
functions respective to their portfolios. In order to build the role
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played by Section 79 Committees, while ensuring that their role
remains strategic and not operational, it is recommended that they
review performance as often as monthly. However, the committees
can only approve deviations on targets related to their service
areas, after receiving recommendations from the management
team.

Executive Management Team

The Municipal Manager and her management team will review
performance prior to, and more often than, The Mayor or Section
79 Committees, as follows:

. Firstly, they will need to review performance more often, such
that they can intervene promptly on operational matters
where poor performance or the risks thereof occur.

= Secondly they will need to review performance before
reporting to politicians so that they can prepare; control the
quality of performance reports submitted to the councillors
and the public; and ensure that adequate response strategies
are proposed in cases of poor performance.

. It is strongly recommended that the executive management
team review performance monthly, prior to reviews being
conducted by Executive Committee or the Section 79
Committees. At these reviews relevant functional managers
will be required to report on respective priority areas.

Executive Committee

The Performance Management System of the Newcastle
municipality is designed in such a way that it allows The Mayor and
the Executive Committee to strategically drive and manage
performance in the organisation. Reviews at this level will remain
strategic so that The Mayor is not restrained by operational
discussions. In order for this review to be strategic it isrecommended
that the Executive Committee review performance quarterly, with
the final quarterly review taking the form of an annual review. The
content of the review should be confined to the adopted 5 key
performance areas (KPA's) and objectives. The Municipal Manager
will remain accountable for reporting on performance at this level.

Council

Council will review the performance of the municipal council, its
committees and the administration, annually, in the form of a
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tabled annual report at the end of the financial year. It may also
review the PMS more regularly through the MPAC and consider any
reports of the MPAC in fulfilling its oversight role.

Audit Committee

In order for the Audit Committee to fulfill its advisory role to Council,
it is necessary that the Audit Committee reviews the effectiveness
of the PMS at least bi-annually. Any recommendations for the
review of the PMS MUST be considered by the Executive Committee
and Council.

Municipal Public Account Committee (MPAC)

In terms of the guidelines of Cogta in respect of MPAC, the MPAC
must interrogate the quarterly reports of the Mayor in respect of the
SDBIP, and submit a report to Council with recommendations.  This
will include commenting of the Mid year budget and performance
assessment for submission to Council.

The Public

The public will be involved in reviewing municipal performance at
least annually, in the form of the annual report and the annual
customer surveys.

While good and excellent performance must also be constantly
improved to meet the needs of citizens and improve their quality of
life, it is poor performance that needs to be improved as a priority.
Poor performance may arise out of one or more of the following:

Poor systems and processes

Inappropriate structure

Lack of skills and capacity

Inappropriate organisational culture

Absence of an appropriate strategy and departmental
business plans that lay the foundatfion for opfimum
performance

O O O O O

Improving Performance

In order to improve performance, Newcastle Municipality,
throughout the performance management phases, will analyse the
causal and contributory reasons for poor performance, through
coaching sessions from top to lower levels of the administration and
appropriate response strategies will be developed. These will
include, inter alia:
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5.5

—  Restructuring as a possible solution for an inappropriate
structure

—  Process and system improvement strategies to remedy poor
systems and processes

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

—  Change management and diversity management education
programmes can address organisational culture

—  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 department

—  Where results show no chance of improvement through
internal measures, alternative service delivery mechanisms
shall be considered.

Phase 5: Reporting 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 to the different
stakeholders for review. Newcastle Municipality will adopt the
reporting format shown in Figure 8 below as its uniform reporting
template at all levels of reporting.

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 all 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, accessible to all users and useful to the intended reader.

The main feature of the reporting phase is the production of the
annual report. This is a consolidated report that reflects results on
performance on each of the 5 perspectives as per the adopted
model. The main report will be informed by the information
gathered through the scorecards throughout the year and one
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performance report will be compiled as per the requirement of
Section 46 of the Municipal Systems Act. Since Newcastle
Municipality adopted the Revised Municipal Scorecard model, its
annual report will reflect its performance results clustered in the
following 5 perspectives:

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

Under the Service Delivery Perspective the municipality will
reflect its annual performance achievements in the overall
delivery of basic and infrastructural services outputs.

Under the Financial Management Perspective, the annual
report will reflect the municipality’s performance with respect
to the management and viability of its finances. It has to 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, etc; and

Under the Governance Process Perspective the municipality’s
annual report must indicate results achieved in relatfion fo its
processes of engagement with its stakeholders in the process
of governance, established and functioning governance
structures, for example, a functioning Audit Committee, etc.
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Figure 8: The Performance Reporting Template for Newcastle Municipality

REASONS
TARGET — = RECOMMNDED
IDP SOURCE g —— ACTUAL FOR FOR ey —
PRIORITY bl belo EVIDENCE FCR\EQUEN e ';g:lg"; THE PERIOD | PERFORMANCE %
-— - VARIANCE -
% of households
To ensure the supplied with
provision of po’roble ‘Wo’rer
adequate basic (in dweliing or
stand,
water and .
itation standpipes  or
?O ’I"rq © ; communal taps
aclimes © 1 at <200 metres,
Infrastruct | nodal and sorin water
ure  and | traditional areas | 209 '
. . boreholes or
services according fo
communal
acceptable water tanks)
(RDP) standards -
ensuring the % of'householids
reduction in provided  with
reported  cases basic sanitation
of diseases (Waterborne or
VIP toilets)
facilities.
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6 Reporting

6.1

6.2

Who Reports to Whom?

The reporting process will follow the lines of accountability as
detailed in the performance monitoring, measurement and review
phases above. Reports will be submitted 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 will be submitted to
the following stakeholders during the fimelines outlined in the
municipality’s performance process plan as shown under the
Performance Cycle section:

. Newcastle Municipality reporting to Communities;

. Newcastle Municipality reporting to Ward Committees;

=  Executive Committee reporting to Council;

" Municipal Manager reporting to The Mayor ;

. Heads of Departments reporting to the Municipal Manager;

=  Section Managers reporting to 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 Monitoring and Evaluation 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 quality of reports going to reviews at political levels
in terms of alignment with the adopted reporting format;

" In respect of the Capital Programme, reporting and monitoring
be carried out against a Proforma Project Implementation
Plan/template (Annexure 1) with aligned projections of cash
flow. The Proforma template may be applied for key
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operational projects by departments to better manage these
operational projects.

. Project Implementation Plans must be used to align to the
Procurement Plan of the municipality

" Analyse departmental performance reports;

" Compile quarterly organisational performance reports and the
annual report; and

. Review the reporting process and suggest improvements.
The following reporting and monitoring process flow will apply
monthly for the capital status reports and quarterly for the
quarterly reports :-

Supervisors - by
5th of month to
Unit Head

Unit Head- by
> 7th to Director

Director - by 8th
of Month to SED

SED - by 10t of
Month to MM
and to Portfolio
Committee
monthly

MM Evaluation
and review, to
EXCO, Council,

Audit Committee,

MPAC

Council to Public
quarterly (IDP RF,

Ward Committees,
etc.)

The above process is subject to a technical assessment by the PMS unit-
such assessment to check on the completeness of reports, and the
relevance and sufficiency of the portfolio of evidence submitted.
Portfolios of evidence should be appropriately reference to the
relevant score-cards to allow for ease of reading and for purpose
of auditing.

The methodology for the performance assessment is based on the

rating calculator for Municipal Manager's and managers directly
accountable to the Municipal Manager, as well as the Dashboard
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ilustrations used by the Auditor-General.  This will cascade into
individual performance assessments. A PMS Checklist is used to
ensure that performance information as reported is :-

v' Sufficient
v' Relevant
v Accurate

For the purpose of this monitoring, the Dashboard results will be
highlighted in terms of :

DASHBOARD ASSESSMENT KEY
TARGET OVER ACHIEVED
TARGET MET
TARGET IN PROGRESS

TARGET NOT MET

Departments are required to submit all performance reports with a
referenced portfolio of evidence file. This will be subjected to a
technical assessment process by the Performance Management
unit as well as an internal audit process. The progressive
performance for all 4 quarters is assessed against the annual target
to determine the annual actual — and thus annual performance.

Any TARGET NOT MET, in any quarter on the SDBIP or capital programme
as monitored monthly, must in all instances have the requisite
“REASON FOR VARIANCE"”, and “RECOMMENDED CORRECTIVE
ACTION, such “reason for variance” to be evidenced, failing which
the target will be deemed to be “NOT MET”

The Review of targets on Score-cards will be considered only during the
Adjustment Budget process in line with the Mid Year Performance review
as per Section 72 of the MFMA, as reviewed by the M & E unit and
approved as the Revised SDBIP's. In year revisions to a KPIl is not
encouraged, unless it is as a result of audit findings and/or exceptional
circumstances.

Project Implementation plans and projections of cash flows on the
capital programme MUST be reviewed only in line with a Council
resolution. Any changes to the capital programme by resolution of
Council, must in all instances be accompanied by the requisite PIP and
cash flow projections.
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For assessment purposes, all projects on the Capital programme and
amendments thereto, must have a PIP and cash flow approved as part
of the SDBIP. Departments must ensure that PIP's and cash flows
accompany recommendations to Council.

6.3

6.4

6.5

Publication of Performance Reports

The annual performance report is required by legislation to be
availed to the public through the Annual Report. Newcastle
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

Local Radio programmes

Ward Committee meetings.

To00UT0

Public Feedback Mechanisms

Public feedback on reported performance will be during
IDP/Budget/PMS review processes, Annual reporting processes and
in line with the public participation policy of the municipality.

Auditing Perfformance and Quality Control

In order for the performance 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 performance 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.

The draft annual report is submitted to the Auditor-General before
31 August of every year, for auditing and be submitted to the MEC
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6.6

6.6.1

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

The Internal Audit Unit of the Newcastle 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 audifing
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;

(ii) whether the municipality’s performance management
system complies with the provisions of the Municipal
Systems Act; and

(i)  the extent to which the municipality’s performance
measurements are reliable in measuring performance of
municipalities on its own indicators and the national
indicators

The Regulations further provides that the municipality’s intfernal
auditors must:

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

(ii) submit quarterly reports on their audits to the Municipal
Manager and the performance audit committee.

The Newcastle Municipality has established 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 cenfral and key function of the
Unit that will ensure achievement of effective and efficient
performance by Newcastle Municipality. The  Audit
Committee, Municipal Manager and The Executive
Committee will place reliance on the performance audit risk
assessments and audit reports fo make informed decisions and
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6.6.2

motivate for any reviews and improvements to the municipal
council and communities.

The Performance Audit Committee

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

review the quarterly reports submitted to it by the Internal
Auditors;

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
Newcastle Municipality_in its organizational scorecard
are concerned;

make recommendations in this regard to council; and
at least twice during a financial year submit an audit
report to the municipal council;

communicate directly with the council, Municipal
Manager or the internal and external auditors of the
municipality;

access any municipal records containing information
that is needed to perform its duties or exercise its powers;
request any relevant person to attend any of its
meetings, and if necessary to provide information
requested by the committee; and;

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

Roles and Responsibilities 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
The Newcastle Municipality to be functional, 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 stakeholders in the operation and management of the PMS

Roles and Responsibilities of The Mayor
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PLANNING

MONITORING, ANALYSIS AND MEASUREMENT

REVIEW

REPORTING

ASSESSMENT

* 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 (SDBIP)

* Enters into a performance
agreement with the Municipal

Manager on behalf of the Municipal

Councill

* Assigns the responsibility for the
management of the PMS 1o the
Municipal Manager

*Tables the budget and the SDBIP o

Council for approval

* Approves the departmental or
service scorecards and Section 57
Managers scorecards

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

* Proposes the annual
performance improvement
measures of the municipality as
part of the municipal strategic or
organizational scorecard

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

* Quarterly evaluates the
performance of the municipality
against adopted KPIs and targets

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

* Quarterly and annually
evaluates the performance of the
Municipal Manager

* Receives monthly budget
statements

* Receives performance reports
quarterly from the internal auditor

* Receives performance reports
twice a year from the
Performance Audit

Committee

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

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

* Report to 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

* Assess and submits the
municipal annual audit plan and
any substantial changes o
council for approval

* Assess and approves the
implementation of the
recommendations 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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Roles and Responsibilities of the Municipal Manager

PLANNING

IMPLEMENTATION

MONITORING, ANALYSIS AND MEASUREMENT

* Coordinates the
process of needs
identification and
prioritization among all
stakeholders, including
community structures

* Coordinates the
formulation and revision
of the PMS policy
framework

* Coordinates the
formulation and revision
of the municipality’s
strategic or
organizational
scorecard

* Leads the process of
the formulation and
revision of the Service
Delivery and Budget
Implementation Plans

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

* Manages the overall
implementation of the IDP

* Ensures that all stakeholders
implement the provisions of the
PMS policy framework

* Ensures that the
Departmental scorecards and
departmental annual
programmes serve the
strategic or organizational
scorecard of the municipality

* Ensures that annual
programmes are implemented
according to the targets and
timeframes agreed to

* Implements performance
improvement measures
approved by The Mayor and
the Council

* Ensures that performance
objectives in the Section 57
Managers' performance
agreements are achieved

REVIEW

REPORTING

ASSESSMENT

* Formulates the annual
review programme of the
IDP, including the review of
key performance
indicators and
performance targets for
the consideration of
Council Committees and
The Mayor

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

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

* Quarterly and annually
evaluates the
performance of Section 57
Managers

* Receives performance
reports quarterly from the
internal auditor

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

* Receives monthly
departmental performance
reports

* Reports quarterly to the
Mayor on the performance
of Departments

* Reports on the
implementation of
improvement measures
adopted by The Mayor and
Council

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

* Submit the municipal
annual Section 46 report 1o
The Mayor

* Formulates the
municipal annual audit
plan

* Assess and formulate
appropriate responses
to the
recommendations of
the internal auditor and
the Performance Audit
Committee

* Assess and formulate
appropriate responses
to performance audit
queries raised by the
Auditor General and
make
recommendations fo
The Mayor
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Roles and Responsibilities of the Section 79 Committees

PLANNING

MONITORING, ANALYSIS AND MEASUREMENT

REVIEW

REPORTING

ASSESSMENT

* Advice The Mayor on priorities
and objectives of the
Integrated Development Plan

* Participate in the formulation of
the annual review programme of
the IDP, including the review of
key performance indicators and
performance targets

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

* Receive reports from the
departmental heads and section

* Advise The Mayor on the
implementation of the
recommendations of the internal
auditor, the Performance Audit
Committee and the Auditor-
General

managers on performance in
their respective service areas

Roles and Responsibilities of the Section 57 Managers

PLANNING

IMPLEMENTATION

MONITORING, ANALYSIS AND MEASUREMENT

REVIEW

REPORTING

ASSESSMENT

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

* Manage subordinates’
performance

* Enter info performance
agreements with the
Municipal Manager

* Manage the
implementation of the
Departmental scorecards

* Ensure the performance
objectives in the
performance agreements
are achieved

* Quarterly and annually
review the performance of
the department

* Quarterly review
performance of direct
reports

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

* Annually report on
the performance of
their departments

* Receive bi-monthly
performance reports
from section
managers

* Participate in the
formulation of the
response to the
recommendations of the
internal auditor,
Performance Audit
Committee and the
Auditor

General
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* Reports monthly on
progress

Roles and Responsibilities of Non-Section 57 Municipal Employees

of priorities and setting KPIs | plans
and targets for the

development of the
organizational and the
departmental scorecards

* Participate in the
development of their own
performance scorecards

departmental plans

municipality’s IDP * Manage all information * Participate in the review of
and evidence required for own performance
* Participate in the performance measurement

PLANNING IMPLEMENTATION MONITORING, ANALYSIS AND MEASUREMENT
REVIEW REPORTING ASSESSMENT
* Participate in identifying * Execute individual work * Participate in the review of | * Report on progress | * Assess performance

on achieving of own | review reports of own
scorecard targets to | section
section managers

Roles and Responsibilities of the Community

PLANNING

REVIEW

REPORTING

* Participate in the drafting and implementation
of the municipality’s IDP through established
forums

* Participate in the setting of KPIs and targets for
the municipality every year

* Make representations on the draft annual
budget

*- Participate in the annual review of
performance through their
involvement in ward committee
structures and customer perception
surveys.

* Receive annual performance
and budget reports from council
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Roles and Responsibilities of Ward Committees

PLANNING

REVIEW

REPORTING

* Participate in the drafting and implementation
of the municipality’s IDP

* Participate in the setfting of KPIs and targets for
the municipality every year

* Make representations on the draft annual
budget

*- Participate in the annual review of
performance through their
involvement

* Receive quarterly performance reports from
council

Roles and Responsibilities of Organized Labour

PLANNING

REVIEW

REPORTING

* Participate in the drafting and implementation
of the municipality’s IDP through established
forums

* Participate in the setfting of KPIs and targets for
the municipality every year

* Participates and provide inputs in the drafting of
the organizational and departmental scorecards

* Participate in assessment and the
quarterly reviews of employee
performance and compilation of
departmental and organizational
performance review reports

* Receive quarterly performance reports on
employee under-performance in the Local
Labour Forum

* Report on any negative effects of the PMS on
employees
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* Oversee the overall application of the
Performance Management Policy Framework on
Non-Section 57 employees

Roles and Responsibilities of the Internal Audit

PLANNING

AUDIT

ASSESSMENT

REPORTING

* Develop the risk and
compliance-based audit
plan

* Audit the performance
measures in the municipal and
departmental scorecards

* Conduct compliance based
audits

* Assess the functioning of the
municipality’s PMS to ensure it
complies with the Act

* Submit quarterly reports to the
Municipal Manager.

* Submit quarterly reports to the
Performance Audit Committee

Roles and Responsibilities of the Performance Audit Committee

PLANNING

REVIEW

REPORTING

Internal Audit

* Receive the annual audit plan from

audit office on qu

* Review quarterly reports from the internal

arterly basis

* Submit bi-annual reports fo the Municipal Council

* Submit quarterly reports to the Municipal Manager
and The Mayor
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7 Employee Perfformance Management

7.1 Legal Framework that Governs Employee Performance
Management

In local government, municipal employees now fall into two broad
categories: namely, the employees who are governed by Section
54/57 of the Municipal Systems Act and enter into time-specified
employment contracts with the municipality, and those that are
employed on permanent basis and are governed by the provisions
of the Local Government Bargaining Council. In this policy
framework, the emphasis is on the employees employed under
Section 54 and 57 will be referred to as “Section 54/57 Managers”

The local government legislation has provided guidance on
managing and rewarding performance of Section 54/57 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 to this policy framework.

Section 57 managers must enter into employment contract with the
municipality on assumption of duties and the regulations give a
detailed guide on the elements of an employment contract;

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

Performance Agreements must be signed for all employees
appointed in an Acting capacity in terms of section 54 and 56 of
the Municipal Systems Act (As amended) for any period of 3
months, or an extension thereof (as approved by Council ), if
applicable. Such agreement MUST be concluded within 30 days of
the appointment as aligned to the approved IDP and SDBIP targets.
The evaluation process as specified in Performance Management
Regulations for Municipal Managers and Managers Directly
Accountable of 2006, will also apply to an incumbent appointed in
the “acting” capacity for the duration of the acting appointment.
Such performance agreements MUST be approved by Council.
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A new performance agreement must be concluded within one
month after the commencement of the new financial 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%);

e A 5 - point rating scale should be provided for each Key
Performance Indicator in the employees scorecard;

e 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;

e The Municipal Manager’'s annual performance must be
evaluated by The Mayor, Chairperson of the Performance
Audit Committee, Member of the Mayoral Committee,
Mayor and/or Municipal Manager from another municipality
and Member of a Ward Committee nominated by The
Mayor;

e Managers directly accountable to the Municipal Manager
must be rated by the Municipal Manager, Chairperson of the
Performance Audit Committee, Member of the Mayoral
Committee and a Municipal Manager from another
municipality.

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

e A score of 130 - 149% is awarded a bonus from 5% - 9%

e A score of 150% and above is awarded a bonus from 10% -
14%,;

Rewarding of Performance for Section 57 employees must be done
after the adoption of the Annual Report.
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7.2

7.2.1

As can be seen from the above provisions, the Section 57
employees in Newcastle Municipality will align with the above
regulations and their performance will be measured through their
performance plans/scorecards. The same organizational scorecard
will be cascaded to the employee scorecard and these will form
part of their performance agreements.

It is the intention of this policy framework to formally incorporate the
permanent employees into the overall performance management
system of the municipality. This will franslate intfo all employees of
Newcastle Municipality developing annual scorecards that are
aligned to their functional areas of responsibility and thereafter
entering into performance agreements with their respective
supervisors. Just like in the Section 57 employee performance
provisions, the performance agreements of the permanent
employees will include a personal development plan.

An Individual performance policy as compiled by the Corporate
Services Department will be submitted to Council for approval, to
include a process for the phasing-in of individual performance
management system for the Newcastle Municipality in the short-
medium term. Organised Labour is to be engaged in this regard
through the Local Labour Forum.

Aligning Individual Performance to the Organizational
Perfformance Management System

The performance of an organisation is integrally linked to that of
staff. If employees do not perform an organisation will fail. It is
therefore important to manage both the organizational and
individual performance at the same time. The relationship between
organisational performance and employee performance starts
from planning, implementation, monitoring and review. All the 5
phases in the organizational performance apply to the
management of individual performance. The monitoring system
using weekly, bi-monthly, monthly and quarterly reports is informed
by individual activities at sectional and departmental levels.
However, individual performance reviews differ from organizational
reviews. Each phase will be discussed briefly below.

Phase 1: Planning for Individual Employee Performance

The IDP yields a set of indicators and targets. These become an
undertaking of the municipality to the community. The IDP
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informs the 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 she is responsible
for the implementation of the IDP. The Municipal Manager will
then extract relevant indicators to inform scorecards of the
different Departments. These indicators would then become
the indicators and targets of the Heads of Departments to be
incorporated in their performance scorecards and
agreements. Once the Individual PMS is cascaded to all
categories of employees, the Heads of Departments will in turn
cascade the indicators and targets to lower levels in line with
the scope of responsibilities at that level. Therefore, this policy
framework establishes a system of individual performance
management linked to the organizational performance
through the scorecard model.

7.21.1 Effecting Weighting and Rating on Employee Scorecards

Newcastle Municipality will adopt a weighting approach to
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 to 100
points. An important indicator may, for example, be assigned
a weighting of 50 out of the total of 100 whereas a less
important KPI 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.

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 weighting of 80% will be
allocated to KPA-related indicators and 20% of the weighting
will be allocated to CCR-related indicators.

The five-point rating will apply in evaluation process of all
employee performance. The 2006 Performance Regulations
sets out the rating as in Table 1 below.

Actuals reported within a 10% variaonce of a target will be

considered as acceptable performance and will be score
accordingly.

Table 1: The 5-Point Rating for Employee Performance Appraisals
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5 Outstanding
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
criteria and indicators as specified in the
PA and Performance plan and
maintained this in all areas of
responsibility throughout the year.

4 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 effective
results against more than half of the
performance criteria and indicators and
fully achieved all others

3 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.

2 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 criteriac  and
indicators as specified in the PA and
Performance Plan.

1 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 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.
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7.2.2

7.2.3

7.2.4

The outcome of the planning phase in the individual
performance management will result in all employees having
signed performance agreements and scorecards at the
beginning of every financial year. An employee scorecard
template will be aligned to that of the organisational score-
card/SDBIP.

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

When projects and programmes are implemented, the
monitoring system 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: Coaching

Should an employee not be achieving the agreed indicators in
his/her performance scorecard the manager/supervisor must
assist the employee by managing his/her performance more
closely. It is not appropriate that the first fime 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. The Personal
Development Plan must be utilized for this purpose, and
facilitation of coaching must be through formal arrangement
by the Supervisor assisted by the Human Resources
Development unit.

Phase 4: Employee Performance Review

This phase involves jointly assessing actual performance
against expectations at the end of the performance cycle so
as to review and document planned vs. actual performance.
The following 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 cycle as well as any other relevant input.
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7.2.5

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.

The Manager/supervisor and the employee meet to conduct
a formal performance rating with a view to conclude a final
rating. The employee may request time to consider the rating.
A second meeting will 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 KPIs relevant for the review period in question should
be rated according to the five point scale as shown above.

After the year-end review the manager/supervisor and the
employee prepare and agree on a personal development
plan.

The total score is determined once all the indicators have been
rated and scored. This is done with a 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.
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Appraisal criteria and processes, and an incentive / Reward
System for other employees of Council will be determined
through specific policy directive relating tfo Individual
Performance Management System as approved by Council
and facilitated by the Corporate Services Department.

Measures to address poor performance

In ferms of Regulation 32 (3) The Local Government Municipal Performance
Regulations 2006, in the case of poor performance the municipality shall-
(a) Provide systematic remedial or developmental support to assist the employee

to improve his or her performance; and

(b) After appropriate performance counseling and having provided the necessary

7.2.6

guidance and/or support and reasonable time for improvement in
performance, and performance does nof improve, the employer may consider
steps to terminate the contract of employment of the employee on grounds of
unfitness or incapacity to carry out his/her duties.

Critical Dates and Timelines

Over and above the different management processes that the
Newcastle Municipality will be using to implement its 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
the Performance Management Calendar as per Annexure !l
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Table 3: Critical Timelines

Development and March - Councill
approval of the May
SDBIP and
PLANNING | organizational
scorecard
Signing performance 31 July Mayor
Conftracts/Plans with Section 57 Managers
rest of staff
Monthly Monitoring | Monthly Monitoring Monthly Municipal Manager
Senior Managers
Section managers/
Supervisors
MONITOR, Quarterly Review/s | Quarterly Reviews Septemb | Municipal Manager
MEASURE er Senior Managers
& REVIEW Decemb
or Managers/
March Supervisors
Annual Performance June Mayor
Appraisal Municipal Manager
Senior Managers
Managers
Supervisors
Reward and June Mayor
Recognition Municipal Manager
Senior Managers
Quarterly and Mid- | Quarterly Reports Septemb | Management Team
Term Reports er
REPORTING Decemb
er
March
Annual reports Annual Employee 31 August | Mayor
Performance Reports Municipal Manager
IMPROVE Performance Ongoing, | Management
MENT Development but employe
Plans atleast
quarterly
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7.3 Recognition Awards

To promote an organisational culture that is performance driven, an
Annual Management and Staff Awards will be introduced. The
awards will be classified into different categories. Annually, after the
adoption of the Annual Report of Council, all employees are given
an opportunity to nominate employees of their choice for each
category. Screening and evaluating of nominations will take place
and ultimately one nominee wins the prize for each category. The

categories are as follows:

CATEGORIES

DESCRIPTION

Employee of the Year:

1. Top Management

. Senior Managers

. Middle Management

2

3

4. Supervision

5. Non Supervision

AN individual who has most
effectively lived and
practiced organisational
values and displayed
organisational and/or
departmental mandate

Customer Satisfaction

e Support Service

e Service Delivery

e Satellite Offices

Provides service excellence
that exceeds customer
expectations

Best Performing Department

Department that at least has
improved performance in all 4

quarters  consistently, and
promoted organisational
values

Most Innovative — across all task
grades

New creative contributions or
solutions implemented in the
year that improves efficiency,
effectiveness and economy
for the department or
organisation

Excellence

To continuously strives to be
the best through exceptional
performance that exceed
expectations

Integrity

To constantly act in a manner
that promotes trust,
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dependability and

commitment fo honest
behavior at all times
Special Awards To be determined by

Management and/or Exco

Evaluation and Review of the Whole Performance Management System
(PMS)

Newcastle Municipality will review its performance management system
annually alongside the review of the IDP and the Budget. This will be
provided for in the IDP/Budget/PMS Process Plan to be adopted by Council
by August of each year.

9 Conclusion

This framework seeks to provide the basis for a structured approach to
performance management within Newcastle 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 intfo 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.
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NEWCASTLE MUNICIPALITY
PERFORMANCE MANAGEMENT GUIDELINES

Outline the National Key Performance Areas (KPA's), B2B PILLAR and IDP alignment

development and review processes around the following KPA's:

Step 1 o Sewvice delivery:
P Local economic development PLUS Cross Cutting
o Institutional transformation;
o Democracy and govemance: and

Financial viability.

Define IDP PRIORITY that fall under each KPA

Outlining Key Performance Areas is the first step in the performance management process. According to the 5-Year Locall
Govemment Strategic Agenda, all municipalities are required to cluster their priority issues identified during the IDP|

Step 6

Inits IDP The Newcastle Municipality will cluster the elements within each of the broad KPA's under IDP Priority

Step 2

electricity, etc

each IDP PRIORITY

An example: Under the Service Delivery KPA there will be several Strategic Focus Areas such as water and sanitation,

Formulate appropriate development Goals/ objectives and high level strategies for

As a third step the municipality will design high level objectives and strategies per IDP PRIORTY. An objective is a measurable|
statement of infent, measurable either quantitatively or qualitatively. It's a series of elements of the vision or mission broken

11. Use the KPI Definition template supplied - this will be required for Audit purposes

KPI's should not:
Cover more than 1 focus area in the same KPI - make these 2 separate KPI's.
Be ambiguous - the wording should clearly indicate what needs to be achieved.

Include operational issues — these should be monitored within the Unit using an operational plan

1
2.
3
4.
5. Be selected if the results cannot accurately be measured or where determining the results involves usin

Indicate the types of Key Performance Indicators AND unit of Measure

Be related fo external factors o the municipdiity ( confine KPI to competency and resources of the municipdiity)

uess work.

down into manageable quantities
S$t€P 3 I1ere is no hard-andfast rle about how many objectives and strategies fo set, but it is important fo make it manageabiel
land realistic and it is therefore advisable to limit the number.
Objectives are SMART steps that can be taken to meet the Vision and Mission eg.- * To create a safe and healthy environment for all our citizens by
2018 " Emphasis is " WHAT WILL BE ACHIEVED by when "
trategies define the steps fo be taken fo achieve is objectives and is linked directly to the functions of the municipality. Eg.
ease the percentage of households with access fo a basic level of solid waste removal * Emphasis is "'HOW WILL THE Step 7
(OBJECTIVE BE ACHIEVED'
Develop svitable Key Performance Indicators (KPlIs)
As a fourth step if is necessary fo determine KPIs, which define what needs fo be measured in order fo gauge progress
towards achieving the development objectives discussed in the previous step. KPIs must be measurable, relevant, simple and
precise. They simply define how performance will be measured along a scale or dimension (example: “number of houses fo|
be built")
KPIs can also be used to:
Communicate the achievements and resulfs of the municipality.
Determine whether a municipdlity is delivering on its developmental mandate.
Indicate whether the organisational siructure of a municipality is aligned to deliver onits development objectives.
Promote accountability by the council to ifs electorate.
KPI's should be SMART (Specific. Redlistic, Time related)
1. Be simple and easiy understood by any reader.
2. Be strategic and indicate at a high level what needs fo be achieved. Stick
Step 4 3. Asforas possible include a verb (action word) that tells the reader what will be done e.g. Implement, monitor, maint
4. Asforas possible, be the same each year so that results are comparable from year to year. Step 8
5. Be selected such that information used to report actual results is available. There should be no guess work when
reporting resuls
6. Asfar as possible, be outcome indicators.
7. Be accompanied by a kPl definifion document for each KPI.
8. Belinked fo one or more projects on the SDBIP, either directly or indirectly.
9. Be afunction that is within your control
10. Reflect the projects on which the unit budget will be spent. The SDBIP is a budget implementation plan and thus all
projects related to the substantial use of the capital budget must be included on the SBDIP. As the SDBIP must be linked
to the scorecard, a corresponding KPI must be created fo ensure that this link exists. In addition, KPI's should be based on
the key functions of the Unit - KPl owners and plan owners should ask the question “What is the main function/ objective
of the Unit”. The answer fo this question will direct the Unit in developing their KPI's.
Step 9

Step 10

been
Examples of input indicators include costs, equipment, human resources, fime, etc.

activities and operations that convert inputs into outputs. They are essentially infernal types of indicators.

Step 5

those functions for which the municipality is directly responsible.

performance in this regard.

Unit of measure : This is a standard for measurement and can be expressed in value form usually as a "Number",

Input Indicators: These indicators are typically cost related. As the name suggests, they literally measure what inputs have
made towards achieving the objective and they are most relevant to the day-to day operations of a municiplity

Process indicators: These indicators describe how well municipalities use their resources in producing services. They cover the|

Output indicators : These indicators refer fo “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|

Outcome indicators : These indicators measure the extent to which strategic goals or outcomes are being met. Outcomes
are usually based on the resulfs of different variables acting together (for example increased economic activity as a result of
improved water supply). They measure the effect that the goals and objectives are having on the community and they are
important diagnostic tools. Based on many variables, they tend to lag behind output indicators because they can only be
measured after the outputs have been produced. They are dlso more difficult to measure and are usually influenced by
factors external to the municipality's control, so it cannot necessarily be said that a municipality is solely responsible for

Step 11

14, Ani formula used fo calculate o #criei must be available and siecilied on evidence fo be submitted

ierfcrmunce repomni, this will be consolidated for atleast annual repcmni, and/or at most qucmer\i reponmi.

Provide baseline information

The next step is fo determine the baseline indicator for each set KPI. A baseline indicator is the value (o status quo) of the|
indicator prior to the period over which performance is fo be monitored and reviewed.

For all basic services, this MUST be aligned to the Stafistics used in the IDP.

There will be no baseline for new KPI's - the baseline should state “New KPI - No Baseline”

Baseline information can also be the standard or norm for the KPI (legislated, norms, Standard Operating procedures, policy|
decision of Council

Set annual targets for each KPI over the 5 year period to be reviewed annually

In this step annual performance targets must be set for each identified KPI. Performance targets should comply with the|
SMART principles (Specific, Measurable, Achievable, Realistic and Time related). It is important to guard against setting tool
many performance targets.

Target dates for the completion of actions should be set in conjunction with those Departments responsible for their
achievement. It is important to be realistic in the setting of target. If realistic targets are not set the municipality will create
false expectations and also set its employees up for failure.

Setting of targets

1. Targets can have only 1 unit of measure.
2. Avoid using default percentages of 25%, 50%. 75% and 100 as the targets for the respective 4 quarters - instead show the
actual progress up to that point e.g. 30% as ot Q1. 55% as at Q2, 70 % as at Q3 and 100% as at Q4. There must be accurate
values which can be substantiated as targets. For audiit purposes, management must also be able to indicate how the
targets were arived at. By using the 25/50/75 & 100, it appears as if we are using guesswork and the audit committee is not
happy with that

3. When percentage fargets are set, a project plan must be maintained by the Unit indicating what each target %
comprises of and when reporting actual results, how each result is amived at. This plan must be uploaded to the Performance
Monitoring system as evidence and provided to PME when requested. Example: If the target for quarter 1 is 25%, the project
plan could be as follows:

) Completion of draft project plan: 10%
b) Approval of project plan: 5%
c)  Obtain funding: 10%

If the first 2 steps are completed in Q1. the result reported will be 15%
4. Torgets should be set to promote improvement i.e. as far as possible, the fargets should be higher than the previous year
(orlower in the case of reducing targets). If lower targets are set (or higher for reducing targets), justification must be
provided when requested

5. Where statutory requirements need to be adhered to, the target, unit of measure and other details have to be the same
as that indicated in the statutory requirements e.g. the Performance Management regulations. If for example the legisiation
states that all building plans must be finalised within 14 days, the target cannot be 90%. It must be 100% as the legislation says
ALL. Any deviations from this target can then be explained.

6. Targets and resulfs are cumulative within the year. In addition, if a KPI target, programme, project or sub project is to be
fully achieved in 1 quarter, the targets for quarters prior to achievement will be 0 and after will be 100. Example: If a target of
100 for a project is set for quarter 2 and no work was scheduled for quarter 1, the target for Q1 will be 0, quarter 2 will be 100
land quarter 3 & 4 will also be 100. The annual target must equal o the cumulative sum of the quarterly targets.

If targets are static, this must be stated in the KPI/ project name

7. Management must provide targets for all quarters when submitting the draft scorecard and SDBIP for the year.
8. Targets can be annual i.e. only report formally in Q4. However, if thisis the case, the audit committee want fo see
progress repors for these KPI's each quarter so that potential problems can be detected. However, quarterly targets are
preferable.

9. Targetsin the SDBIP should be dligned fo the targetsin the Scorecard for related projects.

10. If there is a direct link between the KPI and SDBIP project/s, the unit of measure must be the same.

11. Targets at year end don't have to be 100% - they should reflect the planned status at the end of the financial year. If the
work will be carried out over a few years, the Q4 target in year | will be whatever s infended for completion in that year. In
year 2, the target will be an accumulation of work o be completed in that year, plus the previous year and so on.

12. Targets must not be set to measure a % of a % eg. If the annual target is 90% implementation of a project plan, the Q4
target must be 90%. It CANNOT be e.g. 30%, meaning 30% of 90%. This complicates the measurement and is not SMART.

13. Targets and results are cumulative within the year. In addition, if a KPI target, programme, project or sub project is to be
fully achieved in 1 quarter, the targets for quarters prior fo achievement will be 0 and after will be 100. Example: If a farget of
100 for a project is set for quarter 2 and no work was scheduled for quarter 1, the target for Q1 will be 0, quarter 2 will be 100
land quarter 3 & 4 will also be 100. The annual target must equal fo the cumulative sum of the quarterly targets.

Indicate quarterly targets to be met arising out of the each of the set annual targets
based on the budget for the year under review which will cascade into the SDBIP

This step is about unpacking each of the annual targets and dividing them info quarterty targets. Provision must be made in|
the organizational scorecards for targets to be met in respect of the first, second, third or fourth quarter, which must be|
dligned to the cash flow projections planned in terms of the budget. It isimportant the in this instance, the output targets are)
dligned to the input targets of the budget.

Please use the same guidelines in STEP 7 when unpacking quarterly targets.

(Quarterly fargefs must reconcile fo Annual target if the unit of measure is 'Number . A cumulative farget must be specified o
such in the Comments column provide:

For KPIsrelated fo the Implementation of a Plan , the plan must inform the targets. This must be available for the PME unit and|
auditin

Allocate responsibility to departments for execution of actions

Itis also necessary o decide who takes responsibility for what actions. In the case of the organisational scorecard
responsibility would be allocated o a Department. In regard to departmental and other lower level scorecards
nome/designation must be placed alongside each action described above. This is also @ way of cascading the responsibility
from the strategic level down to the operational level and from the organisational goals right down to individual employee
performance. In this way individual employees can also see exactly what their roles are in achieving the strategic objectives.

Provide frequency of reporting on progress
In this column the frequency of reporting must be inserted which could be :

U Quarterly
o Bi-Annually or
o Annually

Whilst KPI's may be designed in such a way so as to action strategies monthly or more frequently, for the purpose of

Specify the source of evidence to be used for verification and auditing purposes

This is necessary fo ensure that the actual reported on, and/or the reasons fo be specified should a farget not be achieved iy
evidenced. This will allow for credible reporting through the evaluation and auditing processes.

This step must allow the relevant structures that is mandated to play an oversight or executive role or to manage that
particular performance area and the structure that will receive the reports on that KPA and SFA.

All Supporting Evidence must be available fo substantiate all KPI targets set, for the Purpose of the Planning template, the
PRIMARY source of evidence must be specified.

For any KPI relating to meetings, the source of evidence MUST be minutes and attendance register. Minutes must be
structured such that it addresses the infention of the KPI directly

Inrespect of evidence fo support calculations for targets and actual reported, the formula MUST be specified on the
evidence and tie back fo the calculation on the evidence. All supporting information leading to the calculation must be
specified as this must be submitted to PME and auditors

"Percemaie", ratio efc.
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KEY PERFORMANCE INDICATOR (KPI) DEFINITION

What is being measured and why? What impact wil this have? Why was this KPI chosen?

KPI OWNER : DESIGNATION

KEY PERFORMANCE AREA AS PER

IDP OBJECTIVE AS PER IDP
ISTRATEGY AS PER IDP KPI NUMBER

BACK TO BASICS PILLAR KPINAME

ITYPE OF KP! (INPUT, OUTPUT, IANNUAL/ ANNUAL
IOUTCOME OR PROCESS) REPORTING
LEGISLATION APPLICABLE ICORE OR NON-CORE
(Specify) FUNCTION (Specify)
BACKGROUND TO KPI

Increasing/decreasing/varicble target (Increasing means that the target for each quarter is higher than that of the previous one (Except for Q1),
Decreasing means that the target for each quarter s lower than the previous one (Except for grl), Variable means that the values could be higher or
lower than the forgets and varies each quarter.

PROGRAMMES AND PROJECTS SUPPORTING THIS KPI Alignment fo local, provincial and nafional programmes and projects)

PROCESSES CARRIED OUT TO ACHIEVE TARGETS RELATED TO KPI

Strengths of the unif that will promote the achievement of the KPI

Prompting questions and information to complete the business process
What information is | Document the process| Who is responsible for | - What is the source | What input is required If there a link Whatis the output of | Whatis the type or | Whatis the process In collating the Is the phase Potential risks in not
used for the process (activities)and | the process? (list the |informafion relevantto| ? Specify operating beiween the each phase? source of primary and is the on other | achieving fargets for
dures followed ofthe | the indi budget, capital activifies/processes evidence o support |followed in monitoring | - source information source/ each phase
inrelationfothe | Official/department) | and where does it budget, internal and the budget, the output of each | and validation of the | coming from different |unit/departments/sect
BUSINESS PROCESS / process flow (this must originate from? human resources, | specify relevant link phase? actual performance locations? or department? If so
PHASES be supported with (Eg. unit, name and | external expertise. | (Eg. Vote or project Listthe| (Ifyes, lst the type, specily
evidence) designation of person Number) different levels from number, efc. of
efc). start fo finish of the. locations)
phase and the
responsible officials.
PLANNING
EXECUTION
REPORTING

Weaknesses of the unit that may result in the KPI not being achieved

(Opportunifies that the unit has not capitalised on as yet that will promote the
lachievement of the KPI

IThreats that the unit may be exposed to that may result in the KPI not being
lachieved

How is the KPI SPECIFIC2

How is the KPI MEASURABLE?

How is the KPI ACHIEVABLEZ

How is the KPI REALISTIC?

How is the KPI TIMEBOUND?
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