2013/2014 MID-TERM BUDGET ASSESSMENT
1. Budget allocation
Ntinga’s original approved budget for the 2013/2014 financial year amounted to R37.5m. The bulk of this amount is the grant of R30.4m (excluding vat) that was allocated to the entity by the parent municipality. The remainder of the budget was made up of internally generated funds such as sales from the dairy farm, abattoir as well as own cash reserves rolled over from the previous financial year.
R22.6m of the total budget was allocated to staff salaries and wages. There were budget allocations that were made to operational costs such as telephone, audit fees, legal fees, information technology as well as projects such as Umzikantu abattoir, Ikhwezi dairy farm, Adam Kok farms and Kei Fresh Produce Market. There was no budget allocation for crop production otherwise referred to as massive food production. This was despite that the entity had already collected cash contributions from the farmers. Graphical presentation of the original budget is as follows: 
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During the first six months of the 2013/2014 financial year there are funds that were added into the budget. Such funds included conditional grants that were left unspent at the end of 2012/2013 financial year. In addition to these funds the entity was appointed to plough maize by the Department of Rural Development and Agrarian Reform (DRDAR) and Nyandeni municipality for amounts of R2.4m and R500 000 respectively. Effectively the budget increased from R37.5m to R64.9m. The new budget outlook can be graphically presented as follows:
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After adding the additional funds into the budget, the original budget allocation as per figure 1 changed. The new budget look can be graphically presented as follows:
Figure 3
 

Projects budget is made up of programmes such as live stock production, crop production, farms, abattoir etc. The total budget for these programmes amounts to R35.1m. This budget was allocated as follows:
Figure 4
 

The bulk of the projects budget (27%) or R9.4m relates to water and sanitation social facilitation. This is the work that Ntinga does on behalf of the parent municipality. Ntinga renders social facilitation services during the construction of VIP toilets. It must be noted that due to slow progress in some of the projects that were awarded to Ntinga, this budget has been reduced to R5.2m in the proposed adjustment budget.
22% or R7.5m of the projects budget relates to crop production. This amount includes R2.4m and R0.5m to be received from DRDAR and Nyandeni municipality.  
Other significant projects budget allocation were for Adam Kok farms 15% or R5.3m; Ndabankulu and Noqhekwana 11% or R3.8m; and Kei Fresh Produce Market 10% or R3.5m. 
2. Actual expenditure to date
During the first six months of the 2013/2014 financial year, the entity spent a total of R29.4m including commitments. This represents actual expenditure of 45% of the total budget. There were staff resignations which contributed to reduction in staff salaries. Budget for legal fees set aside for the litigation by our former landlord has not yet been spent. Besides operational expenditure, the main expenditure driver is crop production. When the financial year started there was no budget allocation for crop production. This meant that we could not do any proper procurement planning. Consequently necessary procurements and related spending started late. Significant spending started in December 2013 and more will occur in January and February 2014. Of the crop budget of R7.5m, R3.8m has been actually spent. The significant portion of the balance has already been committed in the form of appointments of service providers. The ploughing season is now coming to an end and more payments will be made during January and February 2014.   
The other contributing factors to the delay in spending are challenges that were encountered with Ndabankulu and Noqhekwana projects. Discussions have taken place between Ntinga, the funders and the community that stand to benefit in order to resolve the matter. The total unspent amount that relates to these two projects is approximately R3.8m.     

3. Budget adjustment proposal
There are no significant funds that we expect to receive during the second half of this financial year. The only realistically anticipated revenue during this period amounts to R322 316.  This amount is made up of anticipated improvements in sales from the dairy farm and the abattoir, additional interest on invested funds as well as the management fees from DRDAR. 
However, there are other programmes that could not be financed due to budgetary constraints. Due to the importance of these programmes we propose that the parent municipality considers allocating additional funds amounting to R9.7m to the entity. This proposal is informed by the following:
a) Ntinga is in a process of converting from being a service utility to a State Owned Company (SOC). This process will require additional funding for activities such as:- 
· Engagement of legal professionals to assist with the conversion;
· Registration of the new company;
· Job evaluation of the new organogram including job grading;
· Advertising of posts as per the new organogram;
· Reviewing of systems and policies to be in line with SOC as well as necessary workshops;
· Study visits to other municipalities that may be necessary.  
We estimate that these activities will require an additional budget of R950 000.

b) STRATEGIC PROGRAMMES 

The strategic focus of Ntinga is derived from the ORTDM Local Economic Development Strategy and the Eastern Cape Provincial Growth and Development Plan. The proposed Ntinga mandate is promotion and facilitation of Socio-Economic Development of our rural region prioritising: 
· Primary Agriculture and Agro Processing 
· Manufacturing, Value Adding and Beneficiation 
· Tourism and Green Economy 
· Small Town Revitalisation 
· Development, Support and Sustainability of SMME and Co-operatives.
· Promotion of Trade and Investment 

The crafting and design phases of the transformational strategy specifically the Business Model (Sustainable Villages concept) will continue to consider, align and incorporate specifically all the above programmes. In order to implement the above strategic programmes; a budget allocation on each strategic programme is requested to facilitate implementation of selected projects throughout the region. The programmes to be undertaken for the 2013/2014 period are as follows:

Sustainable Villages Programme 
· Project initiation, facilitation and management of special projects.
· Identifying capacity needs and supporting municipalities to ensure integrated and sustainable delivery of services
· Research and project information management
· Resource mobilization and fundraising

SMME Development 
Kei Fresh Produce Market budget allocation is used for operations that relates to maintenance of cool rooms, branding, electrical equipment, Farmers support operations, meat market, building and vehicles and capital expenditure (equipment additional banana ripening rooms, replacement of computer equipment, meat market and electrical reticulation.

Umzikantu Red Meat Abattoir budget shall be utilized for capital replacements of old equipment (reached end of life cycle and obsolete), vehicle replacements and the funding requirements of the meat market to be established at Kei fresh Produce Market
Additional funding required for the current financial year (2013/14) amounts to R 3.4 million. This amount is distributed as follows:
· Kei Fresh Produce Market				R2.3m
· Umzikantu Red Meat Abattoir operations		R0.6m
· Sustainable Villages business model development	R0.5m

It is worth mentioning that Ntinga is merely a conduit of the budget for Kei Fresh Produce Market. Ntinga does not have control or influence over the activities of the market. 

c) Agriculture
Feed, medicines and mechanization for livestock and land ploughing costs have gone up significantly. In addition to this there is ongoing maintenance of infrastructure and use of casual workers at orchards. Livestock is increasing as the calving period has begun. Furthermore logistics for the harvesting of apples, peaches, maize and potatoes costs have gone up. Dairy equipment needs urgent attention, repairs and maintenance have to be done. Without these repairs there is a risk that milk that is produced may be contaminated. Medicines, feed and crop production is envisaged. We also expect electricity consumption to go up during winter season. The department of agriculture intends to scale up operations. 

Conclusion

The total additional budget request by the entity to the parent municipality amounts to R9 700 000 (R9.7m). This amount is broken down as follows:

· Conversion from service utility to State Owned Company	R   950 000
· Kei Fresh Produce Market					R2 300 000
· Umzikantu Red Meat Abattoir operations			R   600 000
· Sustainable Villages business model development		R   500 000
· Crop production (mainly vegetables)				R2 865 000
· Adam Kok farms						R1 800 000
· Ikhwezi Dairy Farm						R   305 000
· Livestock production						R   380 000

Total								R9 700 000
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