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INTRODUCTION

Performance management is a process which measures the implementation of the
organisation’s strategy. It is also a management tool to plan, monitor, measure and
review performance indicators to ensure efficiency, effectiveness and the impact of
service delivery by the municipality. Therefore, performance management provides the
mechanism to measure whether targets to meet its strategic goals, set by the
organisation and its employees, are met.
At local government level performance management is institutionalised through the
legislative requirements on the performance management process for Local
Government.
The Constitution of S.A (1996), Section 152, dealing with the objectives of local
government paves the way for performance management with the requirements for an
“accountable government”. The democratic values and principles in terms of section
195 (1) are also linked with the concept of performance management, with reference to
the principles of inter alia:
•
•
•
•
•

the promotion of efficient, economic and effective use of resources,
accountable public administration,
to be transparent by providing information,
to be responsive to the needs of the community,
and to facilitate a culture of public service and accountability amongst staff.

The Municipal Systems Act (MSA), 32 of 2000, requires municipalities to establish a
performance management system. Further, the MSA and the Municipal Finance
Management Act (MFMA), 56 of 2003, requires the Integrated Development Plan (IDP)
to be aligned to the municipal budget and to be monitored for the performance of the
budget against the IDP via the Service Delivery and the Budget Implementation Plan
(SDBIP).
In addition, Regulation 7 (1) of the Local Government: Municipal Planning and
Performance Management Regulations, 2001 states that “A Municipality’s Performance
Management System entails a framework that describes and represents how the
municipality’s cycle and processes of performance planning, monitoring, measurement,
review, reporting and improvement will be conducted, organised and managed,
including determining the roles of the different role players.” Performance management
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is not only relevant to the organisation as a whole, but also to the individuals
employed in the organization as well as the external service providers and the
Municipal Entities. This framework, inter alia, reflects the linkage between the IDP,
Budget, SDBIP and individual and service provider performance.

2

LEGISLATIVE REQUIREMENTS

In terms of Section 46(1)(a) of the MSA a municipality must prepare for each financial
year a performance report reflecting the municipality’s and any service provider’s
performance during the financial year, including comparison with targets of and with
performance in the previous financial year. The report must, furthermore, indicate the
development and service delivery priorities and the performance targets set by the
municipality for the following financial year and measures that were or are to be taken to
improve performance.

3

STRATEGIC PERFORMANCE

Strategic performance indicates how well the municipality is meeting its objectives and
which policies and processes are working. All government institutions must report on
strategic performance to ensure that service delivery is efficient, effective and
economical. Municipalities must develop strategic plans and allocate resources for the
implementation thereof. The implementation must be monitored on an ongoing basis
and the results must be reported on during the financial year to various role-players to
enable them to timeously implement corrective measures where required.
This report highlight the strategic performance in terms of the Municipality’s Top Layer
Service Delivery Budget Implementation Plan (SDBIP), high level performance in terms
of the National Key Performance Areas, performance on the National Key Performance
Indicators prescribed in terms of Section 43 of the Municipal Systems Act, 2000 and
an overall summary of performance on a functional level. Details regarding specific
basic service delivery targets, achievements and challenges will be included in the
Annual Report of the Municipality.
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THE PERFORMANCE SYSTEM FOLLOWED FOR THE FINANCIAL YEAR
2010/2011

The Municipality adopted a Performance Management Policy Framework that was
approved by Council during 2008. The framework described the procedures that the
Municipality adhere to when implementing performance.

4.1

Adoption of a Performance Management Policy Framework

The adopted Performance Management Policy Framework is currently being revised.
Once the revised framework has been work-shopped by all the various role players the
framework will be submitted to Council for approval.

4.2

The IDP and the Budget

The IDP review and the Budget for 2010/2011 were approved by Council on
26 May 2010. The Municipality is in a process to align the performance management
process with the IDP and will endeavour to complete this process during 2012/2013.
It was decided that the new IDP for the term of the new Council will be refined to fully
address performance management requirements.

4.3

The Service Delivery Budget Implementation Plan

The organisational performance is evaluated by means of a Municipal Scorecard (Top
Layer SDBIP) at organisational level and through the Service Delivery and Budget
Implementation Plan (SDBIP) at directorate and departmental levels.
The SDBIP is a plan that converts the IDP and Budget into measurable criteria on how,
where and when the strategies, objectives and normal business process of the
Municipality is implemented. It also allocates responsibility to directorates to deliver the
services in terms of the IDP and Budget.
The MFMA Circular No.13 prescribes that:
•
•

The IDP and Budget must be aligned;
The Budget must address the strategic priorities;

This Annual Performance Report is drafted in terms of Section 46 of the Municipal Systems Act, 32 of 2000.
The Annual Performance Report is based on reported information only, and un-audited. The report is subject
to change on finalisation of the Financial Statements for 2010/2011 and audit from the Auditor-General

4

Annual Performance Report
•
•

2010/2011

The SDBIP should indicate what the municipality is going to do
during next 12 months; and
The SDBIP should form the basis for measuring the performance
against goals set during the IDP/Budget processes.

The SDBIP were prepared as described in the paragraphs below and approved by the
Executive Mayor after the budget was approved. The Departmental SDBIP of each
Directorate were approved by the Municipal Manager after the Budget was approved.
KPI’s in the Top Layer SDBIP were adjusted after the mid-year assessment and the
adjustments budget has been approved. KPI’s were adjusted to be aligned with the
adjustment estimate and the reason for the change in KPI’s was documented in a report
to Council for approval. The approval documents have been safeguarded for audit
purposes.
KPI’s in the Departmental SDBIP were adjusted during the course of the year
assessment and the adjustments budget has been approved. KPI’s were adjusted to be
aligned with functional requirements and the adjustment estimate and the reason for the
change in KPI’s was documented in a report to the Municipal Manager for approval.
The approval documents have been safeguarded for audit purposes.

(I)

THE MUNICIPAL SCORECARD (TOP L AYER SDBIP)

The Municipal Scorecard (Top Layer SDBIP) consolidate service delivery targets set by
Council/ senior management and provide an overall picture of performance for the
Municipality as a whole, reflecting performance on its strategic priorities. Components
of the Top Layer SDBIP include:
•
•

One-year detailed plan, but should include a three-year capital plan
The 5 necessary components includes:
• Monthly projections of revenue to be collected for each source
o Expected revenue to be collected NOT billed
• Monthly projections of expenditure (operating and capital) and revenue for each
vote
o Section 71 format (Monthly budget statements)
• Quarterly projections of service delivery targets and performance indicators for
each vote
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o Non-financial measurable performance objectives in the form of targets
and indicators
o Output NOT input / internal management objectives
o Level and standard of service being provided to the community
• Ward information for expenditure and service delivery
• Detailed capital project plan broken down by ward over three years
Top Layer KPI’s were prepared based on the following:
• KPI’s identified during the IDP process and KPI’s that need to be reported to key
municipal stakeholders.
• KPI’s to address the required National Agenda, priorities and minimum reporting
requirements.
• The Municipal Turnaround Strategy (MTAS).
It is important to note that the Municipal Manager needs to implement the necessary
systems and processes to provide the POE’s for reporting and auditing purposes.
(II)

DIRECTORATE/DEPARTMENTAL SCORECARDS

The Directorate and Departmental Scorecards (detail SDBIP) capture the performance
of each defined directorate or department. Unlike the Municipal Scorecard, which
reflects on the strategic performance of the Municipality, the departmental SDBIP
provide detail of each outcome for which top management are responsible for, in other
words a comprehensive picture of the performance of that directorate/sub-directorate. It
was compiled by senior managers for their Directorate and consists of objectives,
indicators and targets derived from the approved Top Layer SDBIP, the approved
budget and measurable service delivery indicators related to each functional area.
KPI’s were developed for Council, the Office of the Municipal Manager and for each
Directorate. The KPI’s:
•
•
•

Address the Top Layer KPI’s by means of KPI’s for the relevant section
responsible for the KPI.
Include the capital projects KPI’s for projects. The targets are aligned with the
projected monthly budget and project plans.
Address the key departmental activities.

This Annual Performance Report is drafted in terms of Section 46 of the Municipal Systems Act, 32 of 2000.
The Annual Performance Report is based on reported information only, and un-audited. The report is subject
to change on finalisation of the Financial Statements for 2010/2011 and audit from the Auditor-General

6

Annual Performance Report
•

4.4

2010/2011

Each KPI have clear monthly targets and are assigned to the person responsible
for the KPI’s.

Update actual performance

The Municipality utilises an electronic web based system on which KPI owners update
actual performance on a monthly basis. KPI owners report on the results of the KPI by
documenting the following information on the performance system:
•
•
•
•

The actual result in terms of the target set.
The calculation of the actual performance reported. (If %)
The reasons if the target was not achieved.
Actions to improve the performance against the target set, if the
target was not achieved.

It is the responsibility of every KPI owner to maintain a portfolio of evidence to support
actual performance results updated.

4.5

Monitoring of the Service Delivery Budget Implementation Plan

Municipal performance is measured as follows:
•

•

The Directorates review their performance and monthly report their
performance in terms of the SDBIP to the Municipal Manager and the
respective Portfolio Councillor.
Mid-year assessment and submission of the mid-year report to the
Executive Mayor in terms of Section 72(1)(a) and 52(d) of the Local
Government Municipal Finance Management Act to assess the
performance of the municipality during the first half of the financial year.
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MUNICIPAL FINANCIAL PERFORMANCE FOR THE 2010/2011 FINANCIAL
YEAR AND MEASURES TAKEN TO IMPROVE PERFORMANCE

This report provides a high level overview of capital and cash flow performance.
Financial performance will be reported in more detail in the Annual Report as well as in
the Annual Financial Statements.
5.1

Capital project performance

The MFMA Section 71 Report will be submitted by the Directorate: Financial Services
as part of their regular reporting to the Provincial Treasury.
5.2

Cash flow performance
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Financial
Year

2010/2011

Operating expenditure

Budget

Actual

Diff.

R’000

R’000

R’000

2009/2010

-979,199

-942,882

-36,316

96.3

2010/2011

-1086,063

-1,025,493

-60,570

94.42

%

Budget

Actual

Diff.

R’000

R’000

R’000

1,011,344

948,509

-62,835

93.8

1,101,891

1,043,510

58,381

94.70

%

6 SERVICE DELIVERY KEY MUNICIPAL PERFORMANCE FOR THE 2010/2011
FINANCIAL YEAR AND MEASURES TAKEN TO IMPROVE PERFORMANCE
6.1

Strategic performance

Strategic performance of the Municipality is measured in terms of the Municipality’s
performance on its key performance indicators set in the Top Layer SDBIP.
(I)

OVERALL PERFORMANCE

The following diagram illustrates the Municipality’s overall performance:
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The following diagram illustrates the Municipality’s overall performance per National
KPA:

(II)

ACTUAL

STRATEGIC PERFORMANCE AND CORRECTIVE MEASURES THAT WILL BE
IMPLEMENTED

This report has been prepared in terms of the following National KPA’s:
A)

B ASIC S ERVICE D ELIVERY

The National Key Performance Area Basic Service Delivery is linked to the Municipal
Key Performance Areas namely Municipal Infrastructure and Basic Services,
Environmental Quality and Social Well-being. The IDP Objective that is linked to Basic
Service Delivery is: “To create integrated, sustainable, linked and productive human
settlements.”
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2010/2011

P UBLIC P ARTICIPATION

The National Key Performance Area Good Governance and Public Participation are
linked to the Municipal Key Performance Area namely Good Governance. The IDP
Objective that is linked to Good Governance and Public Participation is: “To deepen and
entrench good governance practices, including better communication and public
involvement.”

C)

L OCAL E CONOMIC D EVELOPMENT

The National Key Performance Area Local Economic Development is linked to the
Municipal Key Performance Area namely Economic Prosperity. The IDP Objective that
is linked to Local Economic Development is: “To grow the local economy in order to
increase opportunities for participation and equity.”

D)

M UNICIPAL F INANCIAL V IABILITY M ANAGEMENT

The National Key Performance Area Municipal Financial Viability and Management are
linked to the Municipal Key Performance Area namely Financial Viability. The IDP
Objective that is linked to Municipal Financial Viability is: “To build our financial
sustainability.”

E)

M UNICIPAL T RANSFORMATION

AND I NSTITUTIONAL

D EVELOPMENT

The National Key Performance Area Municipal Transformation and Institutional
Development are linked to the Municipal Key Performance Area namely Institutional
Transformation and Development. The IDP Objective that is linked to Municipal
Transformation and Institutional Development is: “To foster and strengthen strategic
partnerships and social development.”
Attached as Annexure A is the Top Level SDBIP which represents the strategic
performance of the Municipality for the 2010/2011 financial year clustered per
National KPA.
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Performance of the National Performance Indicators

The following tables indicate the Municipality’s performance in terms of the National Key
Performance Indicators required in terms of the Local Government: Municipal Planning
and the Performance Management Regulations of 2001 and Section 43 of the MSA.
These key performance indicators are linked to the National Key Performance Areas.
(I)

MUNICIPAL TRANSFORMATION AND INSTITUTIONAL DEVELOPMENT

MUNICIPAL
ACHIEVEMENT

MUNICIPAL
ACHIEVEMENT

2009/2010

2010/2011

(a) The number of people from employment equity
target groups employed in the three highest levels of
management in compliance with a municipality’s
approved employment equity plan

5

4

(b) The percentage of a municipality’s budget actually
spent on implementing its workplace skills plan

1% of total payroll

1% of total payroll

KPA & INDICATOR

(II)

BASIC SERVICE DELIVERY AND L OCAL ECONOMIC DEVELOPMENT

MUNICIPAL
ACHIEVEMENT

MUNICIPAL
ACHIEVEMENT

2009/2010

2010/2011

(a) The percentage of households earning less than R 3
000 per month with access to free basic services

100

100

(b) The percentage of households with access to basic
level of water

100

100

(c) The percentage of households with access to basic
level of sanitation

100

100

(d) The percentage of households with access to basic
level of electricity

100

100

(e) The percentage of households with access to basic
level of solid waste removal

100

100

KPA & INDICATOR
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(III)

LOCAL ECONOMIC DEVELOPMENT

KPA & INDICATOR

MUNICIPAL
ACHIEVEMENT

MUNICIPAL
ACHIEVEMENT

2009/2010

2010/2011

±800

1000

The number of jobs created through municipality’s local
economic development initiatives including capital projects

(IV)

2010/2011

MUNICIPAL FINANCIAL VIABILITY AND MANAGEMENT

KPA & INDICATOR

2009/2010

2010/2011

Comments

Debt coverage
((Total operating
revenue-operating
grants
received)/debt service payments due
within the year)

22.1

35.96

This indicator is to determine if the
municipality generates sufficient cash to
cover outstanding debtors, the higher
the %, the better

Service debtors to revenue – (Total
outstanding service debtors/ revenue
received for services)

18.3

2.24

This is the percentage that outstanding
debtors are of annual revenue, the
lower, the better

Cost coverage ((Available cash+
investments)/ Monthly fixed operating
expenditure

4.0

2.15

This is the percentage that cash on
hands will be able to cover monthly
expenditure, the higher, the better

(V)

GOOD GOVERNANCE AND PUBLIC PARTICIPATION

KPA & INDICATOR
The percentage of the municipality’s capital budget actually spent on
capital projects identified for a particular financial year in terms of the
Municipality’s Integrated Development Plan

MUNICIPAL
ACHIEVEMENT

MUNICIPAL
ACHIEVEMENT

2009/2010

2010/2011

-

92.47

This Annual Performance Report is drafted in terms of Section 46 of the Municipal Systems Act, 32 of 2000.
The Annual Performance Report is based on reported information only, and un-audited. The report is subject
to change on finalisation of the Financial Statements for 2010/2011 and audit from the Auditor-General

13

Annual Performance Report
6.3

2010/2011

Functional performance

The Directorate and Departmental Scorecards (detail SDBIP) capture the performance
of each defined Directorate or Department. Unlike the Municipal Scorecard, which
reflects on the strategic performance of the Municipality, the Departmental SDBIP
provide detail of each outcome for which Top Management are responsible for, in other
words a comprehensive picture of the performance of that directorate/sub-directorate.

7

SERVICE PROVIDER PERFORMANCE FOR THE 2010/11 FINANCIAL
YEAR AND MEASURES TAKEN TO IMPROVE PERFORMANCE

Section 76(b) of the MSA states that KPIs should inform the indicators set for every
municipal entity and service provider with whom the municipality has entered into a
service delivery agreement.
Although the Municipality has introduced a performance rating system managed by the
Supply Chain Management Unit, the Municipality are in a process to enhance the
system to effectively evaluate the performance of service providers.
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CONCLUSION

The Drakenstein Municipality reflected in this high level performance report significant
strides towards realising its development objectives to both businesses and members of
the local community. Having contributing immensely to the National Development
Agenda, it must be born in mind that there are still major challenges en route to ensure
that poverty is alleviated, infrastructure is put in place, sustainable job-creation targets
are achieved, housing is delivered and basic services are extended to the most needing
of our society.
This Annual Performance Management Report also demonstrated that development
challenges can be collectively minimised as to ensure that intended outcomes are
maximised within the ambit of the Municipality’s available resources.
The Directorate: Strategic Services would like to extend its gratitude to the Executive
Mayor, the Executive Mayoral Committee, Executive Directors as well as each and
every employee for their perseverance in ensuring that they contribute meaningfully to
the purpose and purport of the Municipality’s IDP and to those who made this report
possible.

Yours faithfully,

______________________
Dr. Pravine Naidoo
EXECUTIVE DIRECTOR:
STRATEGIC SERVICES
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