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6.1  BENEFITS AND ALLOWANCE POLICY
4.1.1 Preamble

In an aftempt o attract suitably gudlified employses in line with the
= Recruitment and Selection Policy, uMhiabuyalingana Local Municipality
will endeavour fo maintain fair and competitive remuneration which is
consistent with the necessary Collective Agreement for the Local
Government Secior and jo mainiainremuneration consistent with sector
practices, )

4.1.2 Applicalion and Scope of This Policy

This policy shall be applicablz to all permanant and fixed-terrn-contract
employees of uMhlabuyalingona Local Municipality subject to the
provisions of this policy and shall be remunerated in line with the SALGBC

y
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' Collective Agreements with an exclusion of the Municipal Manager and

6.1.3

Manager directly accountable fo the Municipal Manoger.

Pefinitlons

- "Employees” shall mean Permanent employees; and Fixed-term-

con’rrcrci employees of - uMhlabuyGhnganc Locc:l Munsqpohfy
”“Muntcipcziﬁy" | Untess otherwise '_m_dscqfed, shalt méd-n
.uMhidbuyczimgcno Municipality. T '

"Remunerdilon” means financial  compensation  granted by
UMhlabuyalingana Local Municipdlity to its employees for the execution
. of designated dufies. This includes the basic salary and any bonuses or
. -other econemic bene?‘rs that an employee receives during
. @mpioymenf ' '
Policy Statement

li-defined management of remuneration of employees may lead fo

irregularifies and inconsistencles in the manner in which a municipality

compensates. employees.

. "Such iregularities do not conjure up for a healthy working environment

ahd may impact negatively on employee relations and productivity. This
policy is thus formulated with the aim of addressing problems that may

© arise due to the absence of formalised remuneralion measures.

UMhiabuyalingana Local municipality is committed to “atfracting,
retaining and mofivating a competent and professional workforce that

" will ensure the long-term sustainabillity of the municipdlity and create a
" competitive advantage in the development arena.

Roie of and types of Remuneration

The compe’rmve nature of the Local Govermnment Labour market and the
'need for the attraction of relevant skills as well as the retention of skills

requires the Municipality to competitive in its remuneration strategy. This

" in tumn shall increase service delivery and therefore it is-imperative to

ensure that the remuneration offering provided to employees is a key

; componeni of ‘the municipality’s human resources management

‘s?ru‘fegy and will -be directed ot making uMhlabuyalingana Local
Municipality an organisation that cares for its people.and creafing an .
environment that allows employees to grow,
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8.1.5

PRINCIPLE: 'rée‘muneraﬂon A

uMhidbuyuilngonc Local Municipality offers empioyees two types of
remunerohon namely:

6.1.4.1 Aﬂ—mcluswe- Total Packoge: This shall be composed of

RN

gucranteed porhon and a vcmctble porhon
e Gnaranteed Porhon of. Remunerahon

Employees shail rece:ve the gucranteed portion of fhe|r Total Package
on a monthly basis, The Total Package includes both cash and
auaranieed benefits such as employer coniribution to refirement funds,
rmadical aid funds, car allowances, Unemployment insurance Fund
Contribution, efc. :

s Varlable Portion of Remuneration

I.ncenﬁye Bonuses, which are not guaranteed, are intended fo reward
ambloyees for exceptional performance above the accepted standard
and are variable. These rewards are based on individual, departmental

and  munidipal performance  relafive  fo  predefined  fargets.

Performance Is measuréd over &'12 month péfiod (performance cycte)

and payment made at the end of this period.

» - Total Rackage Stucturing and Restructuring .

Employees on Total Package who siructure thelr packoges must

alfocate at least 60% of the Total Package o basic salary. The employee |

nay also elect fo make changes to the remuneration structure of the
foidl Package. whenever his/her remuneration is reviewed, or at least

once ayear.”

Basic Plus Behefits Remuneration

Alf permarniérit employees with the exception of the Municipal Manger
and the Managers directly accountable to the Municipal Manager shalll
be remunerated on the basis of a basic salary plus benefits. Their salaries
shal be governed by the provisions of the South African Local

. Government Bargaining Council Agreements, the relevant regulations

shall be composed of:

- a. Basic salary;

b. 13t Cheque
c. The Municipality's con’r;sbu‘non o an approved Refirement Fund;
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d. The Municipdlity's coniribution o an approved Medical Aid -
Scheme; o :

e. An dllowance approved by the Municipaiity, provided that
qualifying criteria are met — such allowances are provided for in
relevant policies.

4,1.8 Remuneration

All.remuneration inferveniions aid fhe applicgtion of this policy wilk be
fested agdinst the following practice principles. These principles will
accordingly be -applied when deciding on the Total Package levels /
increases and the qud’p&um of Incentive Bonuses paid employees.

+ External Competifiveness

The quanium and nature of the fotal reward ‘offering to employees
determines how competitive uMhlabuyalingana Local Municipality is in
recruiting and retaining employees. The appropriate mix of guaranteed
cash benefits and incentives further enhances the municipality's ability
to motivate employees in.d manher that will improve the municipality's
competitiveness, ' -

61.8.0 . This offering includes, but is not fimited, fo the following:

The physical work envirenment;

‘Training, development-and career oppoertunities;

Induction and-othersupport programs; _
The Municipality's fransformation and social responsibility
activities; and - -

o The perceived faimess of performance measures, incentive
sand promotions '

00 0 0

6.1.9 internal Equity

Individual refuneration levels shall be based on the "worth® of an
employee's role 1o the moinicipality. The "worth” referred to s
determined by the size- and complexity of the employee's role in the
municipality and the demonstrated competency 10 parform the role.
Employees of similar worth {i.e, positions with similar size and complexity,
performed at a similar level) should therefore be paid a simitar rate,
regardless of non-value ‘adding measures such as tenure, association
efc.

The size and ‘complexity of a position is determined through a valid Job
Evaluation System — TASK.'in the case of uMiilcbuyalingana lL.ocal
Municipality,  Individugl  performance  is measured  through the
established and approved Performance Management Systemn.
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» Performance Focus
Remuneration should recognise dz:}'cﬁ reward Bo*rh high levels of
competence and superior performcmce through the use of incentive
bonuses linked to performance,

These two processes are very closely linked. H'lghiy' compe’renf

employees will generally perform thieir jobs better, alihough this is hota .
given, Competerice effectively indicdates. an . employee s apility to
perform, while perfermance indicates " the” application  of  this

compeience to the benefit-of uMhiabuyalingana Local Municipality.
This is provided for in Municipal Performance Regulations where the
weiginfing is structured on an 80:20 rc:’non for Key Rasul?s Areas and Core
Comipetencies fpseechvely

¢ General Annual Salary Increases

Permanent Emblovees

Remuneration of employees within, the . Bargaining Unit - shall be
govemed by Collective Agreements negotiaied centrally with the South
Africon Local Government Bargaining. Council {SALGBC). Over and
~above 1he cosi of fiving odjus’{mem Whlch wnl take into account %he
allowances as employer conmbuhons ’ro refirement funds, employer
contributions %o medtccﬂ cnd schemes o er’nme, cnc’ﬂng, mgm work,
siundby, e’rc el =

Municipal Manager and Managers directly accounfable to the

Municipal Manager and foéd-Term—Cori?‘racf Employees.

This category of employﬂ-es shall rec:e:ve ar annual solary ncrease that
is linked o thelr performance as assessed in line with their performance
agreements. In rev;ewmg thesdr remuneruhon, Council shall consider
among others: -

1. The Consumer Price Index (CPIX);
- 2. Any general salary agreement reached i in the SALGBC; or

3. If such an agreement had not been reached, any.arbifration
award regarding scnlory ncrec!ses aﬁec%mg local government;
or

4. if such an award is- not mode an amount eguivalent to the
official infiation rate for the year immediately preceding the

. year which the ddjustment becorries effective.

Temporary Controct Emp!ovees
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-in reviewing the rafes of this category of e_n{;‘gic')‘yees', Council shall
consider among others the official inflation rate forthe year immediately
preceding the year which the adjusiment becomes effective,
Volunteers

These person are not-regarded as employees-of -uMhlabuyalingana

Local Municipaiity and as such may not be remunerated in any way..

+ Cost Managemenf

The objective of remuneration cost mdnagement is the accurate pricing
of the employee's role, thereby reflecling their relative worth to the

municipality. Cost Management does not necessarily imply a reduction |
of the overall salary and wage bill, but rather the cofrect dllccdtion

thereof. Remuneration differentiation between emp!oyees should be
based on criteria that are fair cmd objective.’ Co

There should, however, be seporafe annual sclcry' ,adjus‘rmen‘r budgets
for the Municipal Manager and managers direclly accouniable 1o'the

Municipal Manager and those covered by the Coltechve Bargaining -

processes, and Council has the Guthonfy io determine increasés for the
above Managers within the budget olioce’red ’

_ The Treasury and Budget.Department in c:onjunc:tton with- Corporate
i:Services ¢ Depar’rmen’f should manage remuneration #coests wwithin
budgetary constraints, white ensuring that the remuneration. levels of
cofmpelent, exceptional performers and key employees are positioned
competitively against the market, The remuneration levels of roles are

criical to the success of the  department and ultimaiely

uMhlabuyalignana  Local  Municipdlity * should also be  positioned
competiiively against the market. -

6.1.19 Funciional Differentlation for Scarce Skills -

While it is the objective of uMhiabuydlingana Local Municipality to
promote infernal equity through -ifs remuneration practices, it s
recognised that there are specialist skills, criticalto the success of the
municipality that would demand’ a premium in the general
remuneration market. In erder to ensure uMhlabuyalingana Local
Municipality's external competitiveness, salary Bands based on direct
and functional benchmarks will be developed.

10
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6.1.11 Positioning and managing Total Package within Salcry Bands -

Generally, an employee's Total Package will fall within the Pc;ckc:ge-‘

levels will vary within the band and at fimes fall outside these bands. The
reqsons are specific o each employee (or employee category], The
ideal and “best practice” in ferms of the Total Package levels are
however, for it to fcll within ihe recommended bands.

' In- order to coneciany eiscreponues in terms of Toidl chkoge ievels

employees exceeding the bands should receive- lower increases

(sublect fo a pre-agreed minimum increase), even though they may be
exceptional performers, This is not necessarity harsh, as these employees

are dready remunerated at a subsiantial premium to the market and

may find it difficult (even as good performers and highly compe’rem} to
find a similar paying posmon exiernally.

The Converse is also fruetin that employees faliing below The bands

should receive higher increases (subject fo an overall maximum Increase
limit) even where their performance and competence may only. meet.

-expectations,

Total Package levels may in some instances Ieglﬂmo’rely faill ou’rs;de the

suggested bands, While these excepfions should be k@pf fo the
minimum, a high risk of key empioyees leaving uMhlabuyalingana Local
Municipdlity or specific job related premiums could justify Total Package
vels exceeding the _band .maximum,. Generdlly, it would be more

 supplement this with a bigger incentive, based on actual GchaeVemen’r
of the employee, department and the Mumclpoh’fy

Empioyees working less than the requnred working hours per week or
employees provided with exceptional frulnlng/deveiopmen’r assisfance
may fall legitimately below the band minimum. The reasons for any Totad
Package faling outside the bands should be documented and refained
on file fo ensure that decisions made af increase time can be'justified in
future.

It is important to ensure that employees Unders’fand their reiahve position
within a band (i.e. whether their Total Packages fali-al the fop, middle,
bottom efc.) to ensure that exceptional performers and highly
competent employees that aiready receive good salaries . do not
misunderstand the increase percentage. The objective is not purely to

increase the Total Packages levels year on year, but rather fo position
the employee relative fo a farget rate relative to the market with ‘the
increase being an adjustment in fine with the target position,

$.1.12 Cash Incentlve Scheme

11

desirablefor the Total’ Pockqge fo fall withiri. fhe bands and- thenito -~ + =
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tis important o consider the degree to which performance of the
employee. in their.role.will influence their cash incentive bonus,

The incentive scheme design ickes into account the motivation of
performance over the shori-term and the long-lerm. The cash incentive
scheme will focus the attention of the managemeni on the short-term
‘goals Gnd the scheme will deliver cashr payments for the performanc:e

: lThe cash mcenﬂve scheme is mianded i focus the employees on the

" attainment of municipal godis: The cost of the incentive paym_em‘s is.
budgeted for on an dannual basis and therefore bullt into the .

performance targets and linked to individual performance.

The incenfive measurements will be based on the performance

- rnanagement process as approved by uMhlalingana Local Municipality
Couhcil, After the annudl performance evaluations have been
"conducted per the performance management cycle, incentive

payments will be payable, Incentive paymenis, will therefore, be made - .'

_ once per annum. The measures on which the incentive scheme is based
Include financial and capacity imperatives. These imperaiives are;

. Total programme value ~ the ochievement of confract
programme values,

2. Cost management - the monogemenf of overhecnd cos’fs as ¢
parcem‘qge of programme value,

aroldersatisfaction results

4. Technology and Human Capitat capability - the creoiion of a

technological and human capital infrastruciure to improve the
Municipality's sustainabilify. o

These imperatives should be complemanted by the Iadividual

performances measures for each employee.

The targefed payments will be based on a percentage of Total
Package, The inceniive scheme will provide for fargeted payment levels
for alf employees. in order fo attroct and retain competent employees,

Councll may approve any of the following monetary interventions .

subject 1o these not incorporated info the employee’s Tofal Package
-but paid as an additional alliowance.

. The Monetary Interventions may include;

1. Market Premium o aitract a.candidatfe not exceedingi}S% -

of guaranteed salary paid over a defined period. Maximum
period of 1 year would be idedi;

12

the attainment of specific }evels of -
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- 2,-Retention Premium .not exceeding 15% of guaranteed
salary paid over a defined period. Maximum period of |
yaar would be idedl;

3. Sign-on Bonus {Reciuitment Premium) not exceeding 15% of
gucranieed salary paid within a defined period (ideally 6
months 1o 1 year so as to ensure that the employee s part”
of the normal incentive scheme processes). This would
especmlly e applicable To ’fhe cnhcc&t occupations/
scarce skills cafegory : :

Elagzbsh}y fof any of the above will be bc:sed on Council discrefion
and must be approved through a Councll Resolution,

6.1. 1% PROCEDURES
Prescribed Remunergtion Components

a. ReﬁremenWPension Fund

It is a compulsory condition that clf employees appointed on a
permaneant basis or on d fixed term basis be members of and contribufe
to a retirement fund recognised by the municipdlity and registered in
terms of the Pension Fund Act (1956). Coniributions and employer-
employee proportions shalt be in terms of the rules of the Rehremem
Fund as will be. determined from time 1o time:

Membership of fhe Group Life Insurance Scheme shall be linked to the
membership of the pension/refrement fund. Confributions 1o this
scheme will be included in the contributions for the pension/refirement
fund. The assured amount is based on the pensionable income.

c, Medrca! Ald

It is compulsory condition that all employees appointed on a
permanent basis or on a fixed ferm basis be members of and coniribute
to an accredited Medicat Aid Scheme, unless they are registered as
dependents in another accredited Medical Aid Scheme. Contributions
and employer-employee proporfions shall be in terms of the rules of the
. Medical Aid-and as will be reviewed fom time jo:time by the
- municipdlity or through the collective bargaining process. '

d. Fiexibie‘RemAunerc:ﬂon QOptions

i3
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The following fiexible remunbrohon opfions are avctlcble fo employees
who qualify in terms of their positions and according to the requirements
of the South African Revenue Services:

i, Vehicle Aﬂowan’ce

If employees have o use their own privcﬁe vehicles for official business
on d regular basis, af the request of the MUﬂlCIpdh’fy ol por’raon ‘of.their
remunem’fion pockc&ge must be- allocated te a cor allowance and

should be reimbursed for all official Kiiometers fravelled In line with the - -
municipality's approved r_c’fes. . { \}\

The maximum amount which ~on employee may allocate 1o car
allowence & 25% of the tofal annual package.

. “’»& _____ i
Employees who are reduired by uMhlabuyalingana Local Municipality ' \
tc have o vehicle for municipal business - (essentfial Users) must be
nprehmnswely msured

' N
ii, Thiﬁeanﬁ‘z Chegue \i '

" Employes on a folal cost may elect to be paid in either twelve or thirteen
equal payments, of which the 13% will be paid on the employee's
t:}p;:uoim"n'\erwlT onniversctry Pﬂrmannn% employees shall be puid their 13th

‘Ar ’“)I’I”IEP}IQT;"G o] tweivé mom‘h cyc*ie ‘On Hié/he! bir’rh momh G pro ia‘fa
rayment shiadl be effectad.

6.1.15 Ganeral Administrative Cansidergtions on Foyment Date

Remuneration is presently ransferred elecironically fo an employee's
bank account to be available fo. employees on the 25" day of each
monih or to be available on the preceding Frlday should the twenty fifth
fall on a Saturday or Sunday.

Remuneration for December monih and, where applicable, annual .
bonus, shall be paid on or before the 151 day of the month

4.1.16 Month-end Closing and Nofification of Change of Personnet Parficulars

-All amendments pertaining to a service confract or personat particulars
for implementation from the first of the month must reach Corporate
Services on before the 151 of the particular month

14
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e vl regard, it is the responmbmh} -‘bf every employee to inform the
amployer in wriling, within fourieen dcys if any of the following changes
iake pioce .

Residential address )
Number of dependents

.~ Marital status '
Benking erangemenfs
Telephone number
Personal status which can mﬁuence the Receiver of Revenue, the
Retirement Fund Medical Schieme

@roaoUo

6-1-17wa&aﬂm - N ' :

UMhIQbuyallngano Local Mumctp@hfy reserves the right to recover from s

the employee's remuneration of any overpayment owed by the-

employee. The recovery will fake effect after consultation with the
" employee including: '

a. The following of a fair prodedure during which the employee is
given reosonable‘opporfunih'/ to show reason why the recovery
should not take place;

b. The total amount of the reCGVery does not exceed the actual

“amount overpald;
c. No smg%e deductiond: | the empioyee s

" 4.1.18 Deductions

uMhlabuydlingana Local”Municipality will make deductions from an
employee's, monthly remuneration’ in  accordance with fegal
requirements relating fo such a deduction and/or the stipulation of the
agreed benefit funds. However, the municipality reserves the right fo
refuse to deduct any amount unless mutually agreed upon.

56.1.19 No Cession

The employee does not have
or part of it to a third pcmy.

ede.or to fransfer his remuneration

Council Approval: | Date: 2% \DL, ’ 2013
15
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Council Resolution Nymber:.....

Acting MM’ Signature... > ../
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