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PERFORMANCE & RISK MANAGEMENT POLICY

1.
PERFORMANCE MANAGEMENT  &  LEGISLATION
Chapter 6 of the Local Government Systems Act 
 (Act 32 of 2000) applies to Performance & Risk Management and Section 38 of the act requires the following:-
38.
Establishment of performance management system – A municipality must -

(a) establish a performance management system that is –
(i) commensurate with its resources;

(ii) best suited to its circumstances;  and

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

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

(c)
administer  its affairs in an economical, effective, efficient and accountable manner.

The Auditor General requires the following from a PRMS  System:-
*
Development of a Framework

*
Councillor involvement

*
Community losses involvement

*
Adoption

*
Performance process

*
Performance review and reporting

*
Cycles and processes of review

*
Improvement from baselines

*
Benchmarking and comparisons with other municipalities

*
Competitiveness

*
IDP incorporation in the PMS

*
KPA’s and KPI’s

*
Tracking Performance

*
Outcomes

The King II Report requires the following from a PRMS System:-
*
Focal point of corporate governance

*
Strategic direction, KPA’s and KPI’s

*
Retain full and effective control

*
Relevant Legislation

*
Effective internal controls

*
Process for and the integrity of risk management

*
Disclosures on risk management in annual reporting

*
At appropriate intervals, receive & review reports on the risk management process

*
Committees of the Board.

2.
PERFORMANCE MANAGEMENT vs  PDLAM


The system framework for practicing the art of Purpose-Directed-Leadership & Management (PDLAM) is in accordance with the Systems Act and serves as a tool to measure performance within the municipality.  This PDLAM System was approved by Lesedi Local Municipality during October 2005.

3.
BENEFITS AND SCOPE OF PDLAM
The PDLAM Measurement System is used to MEASURE THE PERFORMANCE OF THE MUNICIPALITY AS A WHOLE in an effective, efficient, economical and accountable manner.  It is also used to determine performance status of the municipality with regard to service delivery to the community as well as whether the performance have increased / decreased.

The PDLAM system is comprehensive in that it provides the municipality with information to determine whether a specific department, section or unit is pulling the performance of the municipality down.

Individual performance also becomes available that will assist in the performance progress of an employee over a period of time as well as to determine possible capacity building, skills development and/or training needs.  The PDLAM Measurement System assist the municipality  to identify challenges before it becomes a crisis.

The outcome will be used to improve performance by means of performance reviews and one-on-one discussions.

The Executive Mayor in charge of the Governance Pillar and the Municipal Manager in charge of the Administration, must jointly ensure that the principles of governance and management are conducted in such a way that it can be measured.
The system is designed to promote a performance and risk management culture in the municipality.  It is expected of each councillor/official of the Lesedi Local Municipality, to determine his or her performance objectives with the aid of the relevant tools that are at his/her disposal.

BENEFITS FOR THE MUNICIPALITY

a.
PRMS Focus on results / outcome

b.
Produce Meaningful Results – with the alignment of activities & processes 

c. 
Directs attention from Bottom & Top  approaches
d. 
Identify Short Comings / Challenges

BENEFITS FOR THE EMPLOYEE

a.
Helps employees to take charge and become accountable for their responsibilities (Employees realize that they form part of the bigger chain of responsibility)
b.
PRMS is Not a Policing System, it rather ensures fair and equitable treatment  (The Employee set his/her own objectives to be measured)
c.
Supports ongoing communication between management and sub-ordinates (Performance Reviews  &  Feedback)
d.
The Employee grow in his/her position over a period time  (Proof of Achievements / Results)
e.
The system proves that each position in the municipality are equally important  (Accountable for objectives, Leadership in position & Teamwork to achieve)
4.
AVAILABLE  VERSIONS OF THE PERFORMANCE SYSTEM

VERSION  NR  1
Version 1 is available for Councillors, Section 56 & 57 Employees as well as permanent employees between scale T16 – T11 that falls within the senior managers, middle management and office bounded personnel members.
VERSION  NR  2
Version 2 is available for employees between scale T10 – T5 and was developed for technical and not-office bounded employees of the council. 

VERSION  NR  3
Version 3 is available for employees between scale T4 – T2 and was developed for the employees who are responsible for the physical output of strategic objectives .

5.
MAIN TOOLS TO ASSESS PERFORMANCE

The TWO MAJOR TOOLS OF THE SYSTEM has been improved to accommodate all three versions of the approved Performance Management System and to ensure that all stakeholders, from the highest level up to the lowest level of the municipality participate in the measurement and will be measured with the same system.
This implies that each role player, irrespective of the level on which he or she is functioning in the municipality, is obliged to  take part in the Performance Management System.   The two major tools for assessment of the municipality are as follows :- 

1st  MAIN TOOL  :  PURPOSE PORTFOLIO 

The Purpose Portfolio is the recording document for measurable objectives derived from the Planning Documents (IDP, Budget & SDBIP) as well as the job description of the permanent employees  or responsibilities as applicable to the councillors.

From the approved planning documents of the council, the Individual will set his/her own measurable objectives with timeframes as well as particular steps to be followed for achievement on which they will be measured quarterly. 
APPRAISAL OF THE PURPOSE PORTFOLIO

The Purpose Portfolio requires two categories of appraisal, i.e. (1)the appraisal of outcomes/results in the purpose portfolio where both results and merit  are appraised in terms of the service levels.  These appraisals are done in accordance with the levels as defined and percentages allocated to each level; and (2)the appraisal of Merit is referred to as variables of which the individual has control over, for instance, behaviour, attitude, skills, ability, knowledge and willingness to learn.

When an objective as recorded on the appropriate output goal sheet, has been  achieved on the recorded target date, the result and merit is assessed and expressed as a percentage(%) in the applicable columns provided for that on the goal sheet. If the objective has not been achieved on the recorded target date, the result and merit must still be measured and a new target date must be recorded, together with a note of the reason on why the objective was not achieved.

The performance outcome of the purpose portfolios of the council, will not only provide the municipal performance against set objectives according to the approved planning documents (Budget, IDP & SDBIP),  the proof of scores will also be available for future reference and/or audit purposes. 

2nd MAIN TOOL : MODEL FOR CYCLICAL COMPARATIVE ANALYSIS  (MCCA)
A particular requirement of this document is that it should be completed independently and as honest and as objective as possible.

The assessment of the MCCA Document is conducted individually and is based on assessment criteria which forms an integral part of the systems framework.  Using the prescribed tracking function, the supervisor will simply assess progress against the same standards used by the incumbent, so that the aspect of subjectivity is practically eliminated.
Whilst the Purpose Portfolio mainly focus on the performance against responsibilities derived from the Planning Documents (mostly hard issues),   The MCCA Document  mainly focus on the Systems, Processes, Implementation and the adherence to Policies & Procedures as well as the Leadership Skills, Attitude, General Behaviour towards personal responsibilities (mostly soft issues).

The measurement outcome will form part of a 3600 appraisal technique that  measure the municipal performance against the mission and vision of the municipality that is built around service delivery to the community. 
The  MCCA Document includes two parts of appraisal (a)Systems Appraisal (MSACA) as well as a (b)Self Appraisal (MSALA). 

APPRAISAL OF THE MCCA  DOCUMENT
a.
The Systems Appraisal(MSACA), includes the Systems Thinking  that involves the four(4) processing domains, i.e. strategic, resource, regulating and responsibility domains.   Such an assessment is conducted in terms of the enabler and outcome components and is expressed in star ratings that reflects in the Scorecard processed at the end of a 6-month cycle. 

b.
The Self-Appraisal(MSALA) part of the document is developed to enable the incumbent to appraise his/her responsibilities (measurable objectives) as well as the extent to which he/she is able to conduct the functions of leadership and management effectively i.e Leading, Motivating, Attitude and General Behaviour. 
6.
RISK MANAGEMENT  &  THE  APPROVED  SYSTEM

Addressing the risk factor within the approved Performance Management System goes hand in hand with a complete Risk Register (SWOT Analysis) that is reviewed annually. 
Risk within municipalities is a demanding task and therefore it requires that the municipality adopts a risk management thinking on all levels as well as to realise that it is an on-going process.  The risk management process was brought as close as possible to the everyday work of employees with the help of the approved performance management system.

The Lesedi Local Municipality introduces risk management within its daily operations and the purpose thereof, is protection against risks.  The consideration of preventative measures, centralising resources and clarifying  internal responsibilities by the respective management teams within a department, is therefore imperative.
The approved system allows individuals on all levels to address risk in their responsibilities and/or daily operational procedures by means of a calculated risk with the help of the following risk table :-
	Risks are then quantified in terms of two(2) dimensions

IMPACT (vertical axis) & 

LIKELYHOOD (horizontal axis).

IMPACT 

is usually measured in terms of financial consequences, but the emphasis is actually on the types of loss expected if the risk matures, while 

LIKELIHOOD (Probability)

is normally measured in terms of the likelihood of a risk occurring.
VERTICAL AXIS 
( Impact )
Depicts a description of the consequences in terms of impact or the types of loss expected if the risk matures (i.e. the impact of lack of controls). 

It could, for instance, be a financial loss, a major threat to the well-being of a community, profitability of business, or a loss of opportunity, etc.
HORIZONTAL AXIS 
( Likelihood )
Depicts the probability, which is normally measured in terms of the likelihood of the risk occurring.

BY  MULTIPLYING

Impact   with   Likelihood

the heat map is interpreted.

	
[image: image2.emf]Impact

5 Catastrophic

4 Critical

3 Major

2 Significant

1 Negligible

Scores: Heat map

5 10 15 20

4

3

2

1

8

6

4

2

12

9

6

3

16

12

8

4

25

20

15

10

5

5

4

3

2

1

1            2              3              4               5

Probability that the risk will occur 

1. Minimum     Will almost never occur

2. Low             Will seldom occur

3 Medium       Will occur sometimes

4 High             Will  occur regularly

5 Maximum     Certain to occur 

IMPACT

LIKELIHOOD OF RISK OCCURING

Low High

Low

High

ASSESS RISK IN THE PURPOSE PORTFOLIO USING THE RISK MATRIX

(Chart  1-19)

20-25

15-19

10-14

5-9

1-4

Maximum

High

Medium

Low

Minimum

Copyright 

©

2005 J.J.L. van Zyl




7.
PERFORMANCE  OUTCOME  AND  RESULTS

Although the approved system focus on the municipal performance by means of  measuring the HARD ISSUES (i.e. Actual Responsibilities against set targets in planning documents)  as well as the SOFT ISSUES (Leadership, Attitude & General Behaviour towards responsibilities) to measure the performance outcome of the municipality. 
PERFORMANCE  SCORECARD

As part of this development-based-system a Performance Scorecard is generated by the system to reward the individual with a Performance Scorecard based on personal performance over a period of time, that can be used for future career development.  

WEIGHT ALLOCATIONS  FOR  THE  SCORECARD  ARE  AS  FOLLOWS:-

The Enabler component as well as the Outcome component carries equal weight

*
Enabler (Behavioural) component weighs
50%;  and

*
Outcome component weighs


50%
The Outcome Component comprises of the following:-
Specific Outcomes – that weighs


10%;  and

End-product outcomes – that weighs


40%
Averages are calculated according to the weights referred to above in order to culminate a star rating on the Score Cards.  Star Ratings are calculated for individuals and combined to depict star ratings for each business unit and eventually a corporate Star Rating.

ANALYSIS REPORTS
Analysis Reports generated by the software program from information derived from the two major tools, becomes available and are instrumental in a performance review between the councillor / individual and his/her Superior / Line Manager.

8.
OTHER AVAILABLE TOOLS FOR ASSESSMENT

INTERNAL APPRAISALS   (To be completed by councillors  & employees)
The internal appraisal system allows the municipality to assess the helpful attitudes and general behaviour of the different units whilst performing their daily responsibilities.  
At least five(5) Internal Appraisals (Inter-departmental appraisals) to be completed once during a six-month-cycle where one unit appraise another unit on service delivery and/or support to assist in the workflow.

EXTERNAL APPRAISALS  (To be completed by the community)
Legislation requires of the municipality to ensure community participation with the planning as well as with the measurement of performance.

The external appraisal system allows the community to assess the municipality on service delivery and the implementation of batho pele principles. 
The External Appraisal system, in the form of a one page questionnaire for each of the Political- and Administrative Pillar, allows an opportunity to provide feedback to council on the way in which they experience service delivery in general that involves customer care, communication, infrastructure and many more. 

All External Appraisals received is then reconciled to produce a comprehensive report on the outcome with a summary in the six-month Performance Cycle Reports of the council.
PERFORMANCE REVIEWS  (One-on-one Discussions)
Performance Reviews are conducted with each individual at least twice during a performance cycle to monitor and evaluate the performance of the municipality as a whole. 

After the approval of the Performance Cycle Report, the 1st Performance Review discussions is arranged to discuss the outcome and to identify challenges before it becomes a crisis.

At least three months before the closing of a particular performance cycle the 2nd Performance Review discussion is arranged to monitor and evaluate the individual performance on both strategic objectives(SDBIP) and functional objectives and to ensure that corrective measures are put in place. 

9.
RESPONSIBILITIES OF ROLEPLAYERS

POLITICAL  PILLAR

Each member of the Mayoral Committee and members of the Council in the governance role must ensure that he/she maintains a purpose portfolio where the respective objectives and responsibilities are recorded.   
The core responsibilities for the political pillar are as follows and is recorded in the IDP Document of a particular financial year.
	KEY PERFORMANCE INDICATOR
	DEFINITION

	PERFORMANCE MANAGEMENT SYSTEM
	The applying of tools available in order to perform your duties and measure your performance within the specific business unit of the municipality in conjunction with the Batho Pele principles.



	COUNCIL COMMITMENT : MEETINGS
	Attend all respective meetings as responsible to a councilor in order to pursuit your purpose within the municipality.


	WARD / COMMUNITY COMMITMENT
	Ensure that all municipal services are rendered to the community in order to create an environment and enhance the quality of life of community members


	MMC  COMMITMENT

(Mayoral Committee)
	Oversee the pursuit of the purpose for the particular Administrative Pillar as applicable to MMC Councillors


	POLITICAL  COMMITMENT
	Oversee the pursuit of governance function of the administration of the municipality in conjunction with the Municipal Manager who are the accountable employee  thereof.



ADMINISTRATIVE PILLAR
The Municipal Manager, in charge of the Administration is responsible for the execution of legislation, policies and council resolutions to meet the requirements of performance and accountability.

The Municipal Manager as the Accounting Officer should ensure that legislation,  policies and council resolutions are executed in such a manner that proper services are rendered to the community.  
The core responsibilities for the administrative pillar are as follows and is recorded in the IDP Document of a particular financial year.

	KEY PERFORMANCE INDICATOR
	DEFINITION

	PERFORMANCE MANAGEMENT SYSTEM
	The applying of tools available in order to perform your duties and measure your performance within the specific business unit / department of the municipality in conjunction with the Batho Pele principles.


	BASIC SERVICE DELIVERY
	The provision of all basic services to the citizens within the municipality 
in accordance with all legislation, the approved policies and planning documents of the council (IDP, Budget & SDBIP)


	MUNICIPAL INSTITUTIONAL DEVELOPMENT & TRANSFORMATION
	To ensure optimal use of scarce resources by means of thorough planning and management on strategic level in accordance with all legislation, the approved policies and planning documents of the council (IDP, Budget & SDBIP)


	LOCAL ECONOMIC DEVELOPMENT (LED)
	To provide a comprehensive strategic management in the local economic development of the municipality with actions including environmental scanning, strategy formulation and implementation in accordance with all legislation, the approved policies and planning documents of the council (IDP, Budget & SDBIP)


	MUNICIPAL FINANCIAL VIABILITY AND MANAGEMENT
	The ability to secure sound and sustainable management of the financial affairs of the municipality to establish treasury norms and standards for the local sphere of government and to provide for matters connected therewith in accordance with all legislation, the approved policies and planning documents of the council (IDP, Budget & SDBIP)


	GOOD GOVERNANCE 
	The ensurance of public accountability in the form of equity, transparency, fairness and courtesy embodied in the Batho Pele principles that entails good customer service and communication to the users of government services in accordance with all legislation, the approved policies and planning documents of the council (IDP, Budget & SDBIP)


	LABOUR  RELATIONS
	The ability to provide effective and efficient communication and ensure sound and sustainable relations between management, labour and the unions in accordance with all legislation, the approved policies and planning documents of the council (IDP, Budget & SDBIP)


	PUBLIC PARTICIPATION
	The assurance of public participation with short term and long term planning processes of the council  including participation with the measurement of performance of the municipality over a particular financial year and in accordance with all legislation, the approved policies and planning documents of the council (IDP, Budget & SDBIP)



10.
MAINTENANCE  MANAGEMENT  OF THE APPROVED SYSTEM
The Executive Mayor, and especially the Municipal Manager must accept the challenge to meet the requirements set out in this policy and ensure that standard operating procedures are implemented with persistence and determination.
A monthly implementation plan and standard operational procedures for the Performance Management System reflects in the approved Integrated Development Plan (IDP Document). 

An aspect that should remain a challenge to the Executive Mayor and the Municipal Manager is the multiplication / proliferation of standards and guidelines to support and measure accountability and performance.  These include general standards of leadership and management that constitute the enabler component, process standards, performance standards, standards focused on a single-issue, or encompassing a variety of issues.

11.
PROCESS  IMPLEMENTATION

An established Steering Committee assists to drive the performance process in each political unit and/or administrative department and ensures that the maintenance and flowing of operational activities of the approved Performance Management System according to the monthly implementation plan is maintained.  The members of the Steering Committee of the Performance Management Coordinator and the Personal Assistants / Secretaries of both the political units and administrative departments. 

The Steering Committee meet at least once a month to ensure that the correct information is communicated in conjunction with the Political Office Manager and/or Departmental Head and also to remain informed on requirements, improvements and/or new developments to ensure that the system is communicated and maintained throughout the municipality.   Minutes of the Steering Committee meetings is available for future references. 

12.
PERFORMANCE MANAGEMENT AND  INTEGRATION
The approved system allows the municipality to start the performance management process with the planning of objectives that commences annually between August and end in March of a particular financial year. The performance process then ends with the Oversight (Annual) Report of the Council at the end of a particular financial year. 
COMMUNITY PARTICIPATION
The community  are involved with the reviewing of the Budget and IDP. During the reviewing process, the quality of service is evaluated and feedback is given to the community.  The community are entitled to insist on an economical, effective, efficient and accountable municipality.
THE IMPORTANCE  OF  THE  PLANNING DOCUMENTS

Without Planning Documents a municipality will lose track of its progress and/or performance.

With the completion of the IDP & Budget, both the Political- as well as the Administrative Pillar prepare a Service Delivery Budget Implementation Plan (SDBIP) to indicate how the planning documents will be implemented over the following financial year.  

The SDBIP cannot be seen in isolation.    This document contains the decision of Council on how the approved budget will be spent together with measurable objectives, timeframes and target dates for the achievement of results.
This document becomes the MEASUREMENT TOOL against which the hard issues of the municipality  (actual responsibilities) will be measured.
All Planning Documents is then approved by council, whereafter it will become official documentation for implementation.

The SDBIP will form an integral part of a Political Unit  and/or  Administrative Department during a particular financial year.

Apart from Special Projects,  Council Resolutions and/or Disastrous matters that might need special attention, nothing should influence the performance according to the approved planning documents.

The SDBIP will be used by the Internal & External Auditors to determine whether objectives has been implemented and/or achieved.

Proof of Performance should be recorded and be available on request. 

STARTING A NEW PERFORMANCE CYCLE
With the approval of the Planning Documents by Council, the Performance Management System and Processes is activated in the following manner.
The Head of Department in conjunction with the PA / Secretary within the department, ensures that the Purpose Portfolio of the Head of Department is updated and aligned with the approved SDBIP.
A meeting/s is then arranged between the different sections of the department to ensure that all objectives as recorded in the planning documents are cascaded down between accountable and responsible employees for implementation.

Of utmost importance is that all objectives comply to the SMART principle  (Specific,  Measurable, Achievable, Realistic & Time framed) to ensure measurement and  that  proof of performance is available for future reference and audit purposes.
MONITORING AND REVIEWING
The Performance Management System assist the municipality with the improvement of performance by means of monitoring and reviewing the existing performance of the municipality against set targets in the SDBIP, where either the performance outcome of a previous cycle, or the progress within a new performance cycle is monitored and reviewed.
Councillors & Employees will be reviewed quarterly by means of Performance Review discussions between the incumbent and his/her line manager / superior that is minuted for future reference and/or audit purposes.

The DPLG Regulations (1 August 2006) assist the council to ensure that quarterly performance reports are generated on the outcome against pre-determined targets as recorded in the SDBIP.  
13.
REPORTING
PERFORMANCE  CYCLE  REPORT

A comprehensive Performance Cycle Report is generated every six-months on the municipal performance as a whole. All Cycle Reports is comparative and contain information from at least two performance cycles for comparison.

Two(2) PRMS Cycles is completed within a twelve(12) month period (One Financial Year).
Cycle 1 =1July–31December   and   Cycle 2 = 1January–30 June
Performance Cycle Reports are submitted to the Performance Audit Committee for comments and thereafter for approval by the Mayoral Committee & Council.
The Challenges as recorded in the Cycle Reports are addressed by both the Political and/or Administrative Pillar by means of monitoring and reviewing through communication to either improve the performance of the municipality and/or prevent further deterioration in the performance that can lead to a performance crises. 

After approval by the Council all Cycle Reports are submitted to Provincial Government.
PERFORMANCE  ANNUAL  REPORT

On completion of the 2nd  Cycle (June of each year) a Comparative Annual Performance Report is generated wherein the cycles over a period of two financial years are compared for comments by the Performance Audit Committee and approval by the Mayoral Committee & Council.
After approval the Performance Annual Report is submitted to Provincial Government.
OVERSIGHT REPORT OF THE COUNCIL
After the Performance Annual Report was tabled to the Performance Audit Committee for comments and to the Mayoral Committee & Council for approval this report will reflect in the Oversight Report of the Council (Municipal Annual Report) to be advertised for inspection by the community and final approval by the Oversight Committee.
14.
INTERNAL AUDIT REPORTS

The Internal Auditors of the Council are tasked with the auditing the municipal performance via the six-monthly performance cycle reports as well as the annual performance report and the provision of independent, objective services is designed to add value and improve the organisation’s  performance and operations in pursuing its corporate purpose.

Issues of concern, as raised in the quarterly reports of the Internal Auditors will be addressed and can be included in the form of KPI’s & measurable objectives to be recorded in the respective purpose portfolios.
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