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INFORMATION ITEM MEMORANDUM
Date : 07 July 2025

MFMA SECTION 87(11): NTINGA’S BUDGET IMPLEMENTATION REPORT FOR THE FOURTH
QUARTER ENDING 30 JUNE 2025

1. PURPOSE:

[1.1] The purpose of this memorandum is to submit Ntinga’'s 2024/2025 financial year budget
implementation report for the fourth quarter ending 30" June 2025 in compliance with sections 87(11,
12, 13 & 14) of the Municipal Finance Management Act (Act No. 56 of 2003).

[1.2] Sections 87(11), 87(12), 87(13) & 87(14) of the Municipal Finance Management Act (Act No. 56 of
2003) state that:-

The Accounting Officer of a municipal entity must by not later than seven working days after the end
of each month submit to the Accounting Officer of the parent municipality a statement in the prescribed
format on the state of the entity’s budget, reflecting the following particulars for that month and for the

financial year up to the end of that month:

(a) Actual revenue, per revenue source;

(b) Actual borrowings;

(c) Actual expenditure;

(d) Actual capital expenditure;

(e) The amount of any allocations received,;

(f) Actual expenditure on those allocations, excluding expenditure on allocations exempted by

the annual Division of Revenue Act from compliance with this paragraph; and
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(g) When necessary, an explanation of: -
()  Any material variances from the entity’s projected revenue by source, and from
the entity’s expenditure projections.
(i)  Any material variances from the service delivery agreement and the business
plan; and
(i)  Any remedial or corrective steps taken or to be taken to ensure that projected

revenue and expenditure remain within the entity’s approved budget.

The statement must include a projection of revenue and expenditure for the rest of the financial year,

and any revisions from initial projections.

The amounts reflected in the statements must in each case be compared with the corresponding

amounts budgeted for in the entity’s approved budget.

The statement to the accounting officer of the municipality must be in the format of a signed document

and in electronic format.
2. SUMMARY:

The Board of Directors of a Municipal Entity must play an oversight role over its municipal entity by monitoring
and ensuring that the Municipal Entity reports to parent municipality on all revenue, borrowings, expenditure
incurred, and any allocations received by that Municipal Entity. This report relates to the fourth ending
30" June 2025.

2.1. DISCUSSIONS

2.1.1. The table below presents revenue by source and expenditure by type:



Ntinga OR Tambo Development Agency - Section 87

30 JUNE 2025

2023/2024 2024/2025 2024/2025
Q4 - June
Q4 - June 2025 Year to Year to

Anudited [Original Adjustmen |Q4 - June |Q4-June 2025 % Year to Date Year to date |date
Description Outcomes |Budget t Budget 2025 Actual |2025 Budget |Variance Variance |Date Actual |Budget variance Variance %

R R R R
Revenue By Source
Abattoir Revenue 19793 391 29 835 879( 23 778 575 4511 692 4 458 247 53 445 1%| 19567 037| 23 778 575 -4 211 538 -18%
Adam Kok Farms 595 811 250 000 1 001 905 376 149 751 905 (375 756) 100% 885 000 1001 905 -116 905 -12%
Kei Fresh Produce Market (KFP 331402 2275400 1689 006 85 980 330 878 (244 898) -74% 433 093 1 689 006 -1 255913 -74%
ORTDM Grant - Operations and| 55 173 573| 49 553 215| 49 553 214 | 11 304 348 11 304 348 0 0%| 51353214| 51353214 0 0%
Interest earned - external investn 594 550 525 000 388 528 58 675 63 014 (4 339) -7% 276 031 388 528 -112 497 -29%
Other revenue 188 124 204 750 400 734 1112 109 247 171 864 938 350%| 2334211 400 734 1933478 482%
Adjustments to Biological Assets| 4 313 746| 3685 334| 4925 750 2 800 - 2 800 0% 95 400 4925 750 -4 830 350 0%
Consulting - PMO - - 800 000 - 800 000 (800 000) 0% 458 624 800 000 -341 376 -43%
Recouveries - debts - - 1400 000 - - - 0% - 1400 000 - 0%
Gains on disposal of PPE &
Biological Assets 3124992 - - - - - 0% - - - 0%
Gains on disposal of Biological
IAssets - - - - - 100% -
Total Revenue 84 115589 86 329579 83937 712 17 451 753 17 955 562 (503 810) -3% 75402611 85737712 -8935101 -10%
Expenditure By Type
Employee related costs 43 413 498 44 670 265| 43 969 226 8982 404 11 646 987 (2 664 583) -23%| 40654 017| 45769 226 -5115209 -11%
Board of Directors related costs| 1351 021| 1344689 1 344689 164 562 759 719 (595 157) -78% 1045011 1 344 689 -299 678 -22%
Depreciation & asset impairment 3923 327| 4007 370| 1584 739 349 989 - 349 989 2 384 026 1584 739 799 287 50%
Finance charges 707 128 574 369 406 175 183 010 59 495 123 515 208% 661 156 406 175 254 981 63%
Loss on disposal of Bio Assets 220 200 220 200 963 546
Operational costs 37 821 467| 33378927 35205863 8529713 8 207 281 322 432 4%| 33113490 35205863| -2092373 -6%
Losses - hiological assets 650 200 105 000 35 200 - 35 200 0% 330 200 330 200 100%
Total Expenditure 89 195377 84080621 82510692 18465078 20673483 -2 208 405 -11% 79151446 84310692 -6122 792| -7%|
Profit before tax/surplus for
the year -5079789 2248958 1427020 -1013326 -2 717 921 1704 595 -3 748 835 1427020 -2812 309




OVERALL SUMMARY OF THE FINANCIAL REPORT IS PRESENTED AS FOLLOWS

Q4 - June
Q4 - June 2025 Year to Year to
Audited Original Adjustmen [Q4 -June [Q4-June 2025 % Year to Date Year to date |date
DESCRIPTION Outcomes Budget t Budget [2025 Actual {2025 Budget [Variance Variance |Date Actual [Budget variance Variance %
R R R R

Total Revenue 84 115589| 86 329 579| 83937 712| 17 451 753 17 955 562 (503 810) -3%| 75402611| 85737712 -8935101 -10%
Total Operational Expenditure 89195 377| 84080621 82510692 18465078 20673 483| (2208 405) -11%| 79151 446| 84 310692| -6122792 -7%
Total Capital expenditure 1088 118 982 268 982 268 - 300 000 (300 000) 0% 308 954 982 268 -673 314 -69%

Q4 - June 2025 (2025 2025 2025

Actual Budget Variance Variance %

R R
Projects Revenue
Abattoir Revenue 4511 692| 4458 247 53 445 1%
Adam Kok Farms 376 149 751 905 (375 756) -50%
Kei Fresh Produce Market (KFPM) Revenue 85 980 330878 (244 898) -74%
Total Projects Revenue 4973821 5541030 (567 209) -10%
Projects Expenditure
Abattoir 5793 111 5890 782 97 671 2%
Adam Kok Farms 2 162 848 2 374 215 211 367 9%
Kei Fresh Produce Market (KFPM) 1 463 850 1911 126 447 276 23%
Total Projects Expenditure 9419809 10176123 756 314 7%







1.1 Revenue Analysis

a)

b)

d)

f)

9)

In this quarter, the entity projected to generate revenue of R 17,9 million; the actual revenue amounted

to R 17,4 million, resulting in a variance of R 0,5m million, equivalent to 3%.

Abattoir. Has a positive variance, mainly driven pork sales volumes.

Adam Kok
Adam Kok Farms transferred 13 livestock animals to the Abattoir to the value of R 169,740. In this quarter

the Farm sold livestock to the value of R 376,149 to other markets.

Kei Fresh Produce Market.

The Fresh Produce Market is struggling to attract additional Market Agents who can bring enough
produce to make it profitable. A change of the operating model to a wholesale model is being

implemented.

The current Market Agent is working with different government departments to ensure that there is
constant supply of produce to the market. 8 farmers (minimum of 5ha each) have been selected from
each local Municipality to work with the Market to ensure consistence supply to the Market.

Interest received: The entity didn’'t have enough cash on hand to make investments in order to meet

the target.

Other income:

Other income consists of income received from SETA grants of 1,770,658m, Other income, mainly

proceeds from insurance for a fire destroyed fence. This amounts to R 563,398m.

Biological assets: The amount recognised relates to the births of cattle. Cattle are initially recognised at
the value of R200 at birth.



The table below shows a comparison of the main own revenue generated by source with the same

period in the previous financial year: -

Description Q4 revenue in | Q4 revenue in | YTD June | YTD June
2024/25 2023/24 2025 2024
a) | Meat sales 4,511,692 4,489,365 | 19,567,037 | 19,793,391
b) tivestock sales by Adam Kok 376.149 | 2199 294.16 648,500 | 3,338,853
arms '

c) Livestock supplied to Umzikantu 169,740 1,561,482 2,410,100 | 2,734,068
) | KFPM Commission 25,619 55,836 124,821 78,183

Description Fourth Quarter 2024/25 Fourth Quarter Difference

Financial Year 2023/24 Financial
Year

Private Slaughter 126,92 183 -56.08
Abattoir Slaughter 292,58 299.25 -6,67
Total 419,5 482.67 -63,17

The table above shows a decrease of 56.50 Livestock Units (30.80%) on private slaughter, even though

there is a decline, but the entity has met the target for both the quarter and annual.

Furthermore, there is a decrease of 6.67units (2.23%) on Ntinga slaughter. Livestock was sourced at a price

higher than the budget. The abattoir manager is working at this matter with SCM and with the revision of

selling prices.

There is a total decrease of 63.17 units (13.2%) for both Ntinga slaughter and private slaughter when

comparing the two quarters. The reason for this is the same as above.

Adam Kok Farms: In the current year, the Farm sends all its livestock that is ready for market to the

Abattoir, hence the livestock sent to the Abattoir has increased, and sales to the other markets have

decreased.
Description Q4 Q4 (FIY2024) YTD 2025 (JUNE | YTD 2024
(F/Y2025) 25) (JUNE 24)
Livestock transferred to 13 127 144 118
Abattoir
Sales to other markets 42 362 72 486




Crop production was discontinued in the current year because of its non-profitability.

Kei Fresh Produce Market: The commission received remained almost equal when compared to the

same quarter last financial year. The Market struggles to source Market Agents as expected.

1.2 Operational Expenditure Analysis

For the quarter, the entity projected to spend R 20,6m on operations. Actual spending amounted to R 18,4m,

resulting in a variance of R 2,2m.

a) Employee-related costs: the variance is caused by budgeted vacant positions for the Head:
Enterprises Development, KFPM Market Master etc.

b) Board of Directors and related costs: The variance is caused decrease in no of budgeted members
and meeting that was not held as planned (AGM).

c) Operational Costs: The negative variance is mainly driven by overspending in staff training by R900k
this figure is compensated by a positive variance in other income SETA training funding received.
Workmen’s compensation fund budgeted at R500k was not spent in this month.

d) Livestock losses (deaths): These are animal deaths recorded in this period. The deaths are mainly

caused by Red Water, dystocia, swollen navels, difficulties in calving etc.

3.4 Capital Expenditure

For the year to date, the entity projected to spend R 982,268 on capital expenditure. The actual capital
expenditure was R 308,954 with a variance of R 673,314.



Financial performance per profit centre

3.5.1 Umzikantu Abattoir

First Quarter Ending

Second Quarter

Third

Quarter

Fourth Quarter

Ending 31|Ending 31 March Ending 30
30 September 2024
P December 2024 (2025 June 2025
Total
Sales 4926 153 6282 730 3 846 462 4511692 19567037
Sales - abattoir 4926 153 6 282 730 3846 462 4511 692 19 567 037
Cost of sales 3504 514 4714 601 2 857 268 4118117 15194500
Opening stock 182 489 35132 53 055 87 274 182 489
Purchases 3357 157 4732524 2 891 487 4119385 15100553
Closing stock (35 132) (53 055) (87 274) (88 542) (88 542)
Gross profit 1421639 1568 129 989 194 393 575 4 372 537
GP% 29% 25% 25% 9% 22%
Other Direct Production costs 231 880 577 587 206 756 202 613 1218 836
Meat Inspection 35 548 53 323 55 048 58 500 202 419
Repairs 56 174 236 288 - 25 481 317 943
Fuel 76 661 167 055 150 185 91 586 485 487
Packaging 63 497 120 921 1523 27 046 212 987
Gross profit after other direct costs 1189 759 990 542 782 438 190 962 3153701
Indirect costs 1448 624 1647 448 1704 669 1472 391 6273132
Salaries 1213 390 1192 002 1319 220 1203 026 4927 638
Security - - 68 739 68 739
Other operational costs 199 099 419 841 334 706 146 030 1099 676
Depreciation 36 135 35 605 38 539 36 290 146 569
Profit/(Loss) (258 865) (656 906) (922 231) (1281 429) (3119 431)

The abattoir continues to make losses despite the decrease in the budgeted amount during the mid-term

budget. Gross profit margin dropped in this quarter; livestock was sourced at a price higher than the budget.

The abattoir manager is working at this matter with SCM and with the revision of selling prices.

The abattoir relies mainly on the retail/walk-in customers. Management is looking at various options to

increase commercial customers. Currently, the abattoir is unable to cover its fixed costs. As the main

generator of revenue for Ntinga, non-performance by the abattoir is a threat to the financial sustainability of

the Agency.

The abattoir has the licence to slaughter 50 units per day. It currently slaughters less than 5 units per day.




The total number of units slaughtered during the period from 01 April to June 2025 is 419 , made up of 292,5

units for abattoir sales (own slaughter) and 126,92 units for private slaughter. The diagram below depicts a

fluctuation in the number of slaughtered units from month to month.
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3.5.2 Adam Kok Farms

First Quarter Ending Secgnd Quarter Thqu Quarter|Fourth anrter

30 September 2024 Ending 31|Ending 31 March Ending 30

P December 2024 2025 June 2025

Total

Sales 687 596 1370 237 1304 411 545 890 3908 134
Sales of Farm Products — Animals 252 400 376 150 628 550
Sales of Farm Products — Crops 6 450 - - - 6 450
Livestock supplied to Umzikantu 681 146 507 203 1052011 169 740 2410 100
Farm rentals/lease 250 000 - - 250 000
Expenditure 2597 691 2508 857 2 082 645 2 162 848 9352 041
Employee related costs 1533 396 1906 280 1619 409 1403 216 6 462 301
Personnel and labour 137 900 220 200 358 100
Operational costs 1064 295 602 577 325 336 539 432 2531 640
Profit/(Loss) (1910 095) (1138 620) (778 234) (1616 958) (5443 907)

Q2 livestock supplied to Umzikantu were previously recorded at R 729,692 and this figure has been correctly stated at R507,203
Q2 Anamount of R 640,545, previously recorded as Farm Lease rental has been revised with R390,545 relating to Lease Farm deposits.
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3.5.3 Kei Fresh Produce Market

First Quarter Ending Secgnd Quarter Thqu Quarter|Fourth anrter
30 September 24 Ending 31|Ending 31 March Ending 30
P December 2024 12025 June 2025
Total
Revenue 111517 124 055 111193 86 328 433 093
Commission 32313 40066 26823 25619 124 821
Rentals and fire of equipmer 79 204 83 989 84 370 60 709 308 272
Total revenue 111517 124 055 111193 86 328 433 093
Expenditure 1116 869 1906 940 1672817 1463 850 6 160 476
Employee related costs 627 784 789 318 743 300 512 035 2 672 437
Personnel and Labour -
Operational costs 334 855 1003 622 768 421 827 557 2 934 455
Depreciation 154 230 114 000 161 096 124 258 553 584
Total expenditure 1116 869 1906 940 1672817 1463 850 6 160 476
(Deficit) (1005 352) (1782 885) (1561 624) (1377522) (5727 383)
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4 STATEMENT OF FINANCIAL POSITION

NTINGA O. R. TAMBO DEVELOPMENT AGENCY SOC LTD

(A MUNICIPAL ENTITY OF THE O. R. TAMBO DISTRICT MUNICIPALITY : REGISTRATION
NUMBER: 2016/272582/30)

STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2025

Notes 30 JUNE 2025 2024
R R
(Actual) (Actual)

ASSETS

Current Assets 12 725 907 8994 073
Cash and Cash Equivalents 2 6 692 682 7 155 891
Receivables from exchange transactions 3 4 981 824 657 573
Inventory 4 765 370 870 178
Receivables from non-exchange transactions 5 286 031 310 432
Non-Current Assets 54 405 415 59 525 388
Property, Plant and Equipment 7 41 780 495 43 838 380
Intangible Assets 8 16 361 33549
Biological Assets 9 12 608 560 15 653 460
Total Assets 67 131 323 68 519 461
Current Liabilities 36 041 224 33 153 945
Payables from exchange transactions 10 15 239 368 9 030 519
Payables from non-exchange transactions 11 446 974 446 974
Unspent Conditional Government Grants and Receipts 12 7 064 992 6 160 392
Current Employee benefits 13 4 740 458 5 609 649
Current portion of long - term liabilities 15 - 232132
Taxes 6 8 549 432 11 674 279
Non - Current Liabilities 306 397 374 639
Long - term liabilities 15 306 397 | | 374 639
TOTAL LIABILITIES 36 347 621 33 528 584
NET ASSETS 30 783 702 34 990 878
Accumulated Surplus 30 783 702 34 990 877
TOTAL NET ASSETS 67 131 323 68 519 461
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4.1. Statement of Financial Position Movement Analysis

Assets

>

Liabilit

>

>

>

>

Cash and Cash Equivalent: The movement is cash and cash equivalent when compared to the June
2024 balance is mainly due to the conditional grant of R5 million received from ECDC on the 29t f
September 2023 for the construction of the Packhouse at the Kei Fresh Market; only a preliminary
design amount is spent to date. The balance amounts to R5,7 million for this project is included in the
conditional grant liability account.

Receivable from Exchange: These represent normal trading receivables. The entity has three active
credit customers who purchase the product from the abattoir. The fourth customer is the correctional
services for pig slaughter fees.

Inventory: Included in the inventory figure are the meat stock from the abattoir, feedstock, and
consumables

Receivable from non-exchange — Receivables from non-exchange are mainly deposits paid for
municipal services.

PPE & Intangible Assets — Movement is due to the depreciation (2,3m) and assets additions
amounting to R 3,08,954 made for the period under review.

Biological Assets: represents the animal stock at the Adam Kok Farms

ies

Payables from exchange: Include the provision for the bonus for staff (R1,3m) and Trade payables

(2,8m), Sundry creditors (R7,7 m), of which R1,5m is due to ORTDM for water

Payable from non-exchange: Amount due to the EU Commission for expenditure incurred outside

the conditions of the grant and ORTDM Grant received in advance for the quarter.

Unspent conditional grant: Included ECDC funding for the Packhouse and ORTDM grants

(conditions not yet met)

Current employee benefits — includes staff leave not yet taken.
13



> Taxes: Included in taxes are VAT. The R6 m in the vat is the accrual that was raised in FY 2021; a
corresponding R6 m was raised in the receivables as the Agency was supposed to receive the funds
from ORTDM, pay it to SARS, and the ORTDM then claim it back. Auditors were of the view that such
an entry would not have an impact on the group. ORTDM did not advance the payment to the Agency.
Ntinga had to make the provision for impairment for the receivable raised in FY 2021 during the FY

22 audit. This has worsened the current ratio.

» Long-term liabilities — represent lease instalments next due in the next 12 months.

The liquidity ratios at the end of this reporting period are not looking good. The management is currently
engaging the shareholder on the liquidity challenges.

5 CONSULTATION

Management made inputs in preparing this report.

6 ORGANISATIONAL AND PERSONNEL IMPLICATIONS

There are no organisational or personnel implications.

7 REPRESENTATIVITY

This does not apply in this regard.

8 CONSTITUTIONAL AND LEGAL IMPLICATIONS

In terms of Section 88(1) of the Local Government: Municipal Finance Management Act No. 56 of 2003
(MFMA), the Accounting Officer of a municipal entity must by 20 January of each year-

a) assess the performance of the entity during the first half of the financial year taking into account:-

i. monthly statements referred to in Section 87 of the MFMA for the first half of the financial year and
the targets set in the Service Delivery, Business Plan or other agreement with the entity’s parent

municipality, and

ii. the entity’s Annual Report for the past year, and progress on resolving problems identified in the

Annual Report.
14



b) Submit a report on such assessment to —
i) the Board of Directors of the entity; and

ii) the parent municipality of the entity.

9. FINANCIAL IMPLICATIONS

This report has no financial implications.

10. RECOMMENDATIONS

It is therefore recommended that the:

(a) Committee notes in terms of MFMA section 87, Ntinga’s 2024/25 Fourth Quarter report ending
30 June 2025
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