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MFMA SECTION 88: NTINGA’S MID-YEAR BUDGET AND PERFORMANCE ASSESSMENT REPORT
FOR THE PERIOD ENDING 31 DECEMBER 2024

1. PURPOSE OF THE REPORT

The purpose of this memorandum is to present Ntinga’s 2024/25 financial year mid-year budget and
performance assessment report in terms of MFMA Section 88. This report also incorporates the MFMA
Section 87 (11) report.

2. SUMMARY

Ntinga’s Accounting Officer has assessed the entity’s performance during the first half of the 2024/25 financial

year and the results of the assessment are presented below.

Ntinga O. R. Tambo Development Agency SOC Ltd: A Municipal entity of the O.R. Tambo District Municipality (Reg. 2016/272582/30)
Directors: Dr L. L Ndabeni (Chairperson), Dr N.T Ndudane, Mr T Yako, Mr. L Mbiko (CEO);
Company Secretary: Ms. S. Ndlondlwana




2.1 Mid-year budget assessment
2.1.1 Budget Overview:
The Entity’s 2024/25 total budgeted revenue remain stable from 86.4m (2023/24) to 86.3m and total

operational expenditure increased from 83,8m (2023/24) to R 84m resulting to a budgeted operational surplus

of R 2,2m. Budgeted capital expenditure amounts to R 0,9m.

Budget year
2024/2025

Revenue by Source

Fresh Farm Products - Meat and slaughter services 29 835879
Kei Fresh Produce Market revenue 2 275 400
Interest earned - external investments 525 000
Transfers and Subsidies (ORTDM) 49 553 215
Other revenue 204 750
Rental Income from the Farm 250 000
Adjustments to biological assets 3685334
Total Revenue 86 329 579
Expenditure By Type

Employee related costs 44 670 265
Board of Directors Allowances 1264 689
Board of Directors Travelling, Accommodation & other 80 000
Depreciation 4007 370
Finance charges 574 369
Fresh Produce Market Operations 2743 144
Abattoir Operations 17 627 160
Farms Operations 4 848 097
Other Operating Expenditure 8 160 526
Adjustments to Biological Assets 105 000
Total Expenditure 84 080 621
Surplus/ (Deficit) for the year 2 248 958
Capital Expenditure 982 268
Surplus/(deficit) 1266 690




3. DISCUSSIONS

3.1 The table below presents revenue by source and expenditure by type:



Ntinga OR Tambo Development Agency - Quarter 2 Performance (Section 87) and Half year Performance (Section 88) - 31 DECEMBER 2024

Description
Revenue By Source

Abattoir Revenue
Adam Kok Farms

Kei Fresh Produce Market (KFPM) Revenug
ORTDM Grant - Operations and staff salarie

Interest earned - external investments
Other revenue

Adjustments to Biological Assets
Gains on disposal of PPE & Biological
Assets

Total Revenue

Expenditure By Type

Employee related costs

Board of Directors related costs
Depreciation & asset impairment
Finance charges

Loss on disposal of Biological Assets
Operational costs

Losses - biological assets

Total Expenditure

Profit before tax/surplus for the year

2023/2024 2024/2025
Year to Year to
Anudited Original Q2 2024 Q2 2024 Q2 2024|1Q2 2024 % |Year to Date Year to date |date
QOutcomes Budget Actual Budget Variance|Variance |Date Actual |Budget variance Variance %
R R R R
19 793 391| 29 835 879 6282 730f 7320116 (1 037 386) -14%| 11 208 882| 14 862 382 -3 653 500 -25%
595 811 250 000 640 546 250 000 390 546 100% 646 996 250 000 396 996 159%
331402| 2275400 124 055 675 650 (551 595) -82% 235572| 1027 250 -791 678 -17%
55 173 573| 49 553 215| 15640 171 15 640 171 0 0%)| 26944 518| 26 944 518 0 0%
594 550 525 000 91 489 131 250 (39 761) -30% 154 504 262 500 -107 996 -41%
188 124 204 750 516 376 51 188 465 189 909% 612 254 102 375 509 879 498%
4313746 3685334 66 000 - 66 000 0% 67 000 0 67 000 100%
3124992 0 0 - - 0% 0 0 0 0%
84 115589 86 329579 23361367 24068 374 (707 007) - 39869726 43449025 -3579 299r -8%
43 413 498| 44 670 265 11 630923| 12 411 727 (780 804) -6%| 21237 120| 23168 243 -1931 123 -8%
1351021 1344689 474 477 202 631 271 846 134% 672 312 410 262 262 050 64%
3923 327| 4007 370 747 580 1001 843 (254 263) -25% 1 566 549 2 003 685 -437 136 -22%
707 128 574 369 58 015 143 592 (85 577) -60% 266 010 287 185 -21175 -7%
126 751 126 751 379103 0 379103 100%
37 821 467( 33 383927 11053 239| 9007 445 2 045 794 23%| 17 619057 18 791 376 -1172 319 -6%
650 200 105 000 202 300 - 202 300 0% 257 300 52 500 204 800 100%
89 195 377 84085 621”7 24293285 22 767 239 1526 047r 7%| 41997451 44713251 -2 715800 -6%
-5079 789 2243958 -931918 1301136 -2233053 -2127725 -1264 226 -863 499




OVERALL SUMMARY OF THE FINANCIAL REPORT IS PRESENTED AS FOLLOWS

Year to Year to
Audited Original Q2 2024 Q2 2024 Q2 2024|Q2 2024 % |Year to Date Year to date |date
DESCRIPTION Outcomes Budget Actual Budget Variance|Variance [Date Actual |Budget variance Variance %
R R R R
Total Revenue 84 115589| 86 329 579| 23 361 367| 24 068 374 (707 007) -3%| 39869 726| 43449025 -3579299[ -8%
Total Operational Expenditure 89 195 377|84 085 621| 24293 285| 22767239 1526047 7%| 41997 451| 44713251 -2715800[ -6%
Profit before tax/surplus for the year -5079 789 2243958 -931918| 1301136| (2233053) -2 127 725| -1 264 226 -863 499
Total Capital expenditure 1088118 982 268 - 400 000 (400 000) -100% 125 874 532 268 -406 394 -76%




3.2 Revenue Analysis

a)

b)

d)

f)

9)

For the year to date, the entity projected to generate cumulative revenue of R 43,4 Million the actual

revenue amounted to R 39,8 Million resulting to a variance of R 3,5 Million equivalent to 8%.

For the second quarter the entity projected to make a surplus of R1,3m, the actual loss was R 0,9 Million.

Year to date budgeted loss was R 1,2m and the actual loss is 2,1m.

Abattoir. The negative variance is mainly driven by volume variance.

Description | Budget/units | Actual/units | Variance/units
Beef 635 576 59

Pork 496 202 294

Mutton 744 115 629

Marketing, using social media platform, billboards etc will be intensified to increase market share.

Adam Kok

The target over achievement is as a result of partnership lease rentals at Adam Kok Farms.

Kei Fresh Produce Market.

The negative variance comes mainly as a result of Market Agent selling products with lower values and
tonnage, that includes cabbage, spinach and yellow maize. The Agent had difficulty in sourcing higher
value fruits and vegetables especially potatoes, onions and bananas,

The entity has started with head hunting of market agents and only one BEE Market Agent have
shown interest and currently busy with APAC compulsory e-learning modules.

Interest received: The entity planned to invest excess funds that would be received in advance for the
guarter. The cash flow suggested to the contrary and less investment was made than planned resulting

in less interest received.

Other income:

Other income consists of income received from SETA grants. More revenue has been received from

these SETA’s than planned. This has resulted in favourable variance.

Biological assets: These represents births of these animals. They are initially recorded at R 200.00 at

birth. The valuation is done at year end.



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

previous financial year:-

Description Q2 revenue in | Q2revenuein
2024/25 2023/24
a) Meat sales 11 208 882 10,428,078
b) Livestock sales by Adam Kok Farms 0 987,648
c) Livestock supplied to Umzikantu 729,692 871,617
d) Crop sales 6,450 106,134
e) KFPM Commission 72379 0
Total 12,017,403 12,393,477

e The meat sales grew by 8% in the current quarter, from the previous quarter of 2023/24. The
variance is driven by increase in sales volumes.
¢ Management took a decision to send livestock to the Abattoir and less to other markets.

¢ In the previous quarter the Market did not have Market Agents operating in the first two quarters.

3.3 Operational Expenditure Analysis

For the year to date, the entity projected to spend R 44,7 Million on operations. Actual spending amounted

to R 41,9 Million resulting in a positive variance of R 2,7 million.

a) Employee related costs: the variance is caused by vacant positions that are mainly occupied by acting
incumbents.

b) Board of Directors and related costs: Ad hoc meetings held by Board Members has caused the
variance, these include recruitment of a Senior Manager, presentation and approval of Unauthorised,
Irregular, Fruitless and Wasteful Expenditure, Assessments of Senior Managers etc.

c) Depreciation: The variance is caused by assets that were fully depreciated during the year. Some
assets were fully impaired.

d) Finance charges: The entity is coming closer to the settlement of its outstanding vat debt balance and

the finance charges are becoming lower.



e) Operational Costs: variances came in areas like sheep purchases, crop production etc
f) Livestock losses (deaths): The total number of animal deaths as at 31% December 2024 is 18. These 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 532,268 on capital expenditure. The actual capital
expenditure was R 125,874 with a variance of R 406,394.

Financial performance per profit centre

3.5.1 Umzikantu Abattoir

Abattoir is showing year to year improvement in revenue generation.



First
Quarter [Second Quarter
Ending 30 Ending 31
September | December 2024
2024 Total
Sales 4 926 153 6 282 730 11 208 883
Sales — abattoir 4 926 153 6 282 730 11 208 883
Cost of sales 3504 514 4714 601 8219115
Opening stock 182 489 35132 182 489
Purchases 3 357 157 4732 524 8 089 681
Closing stock (35 132) (53 055) (53 055)
Gross profit 1421639 1568 129 2 989 768
GP% 29% 25% 27%
Other Direct Production costs 231 880 577 587 809 467
Meat Inspection 35 548 53 323 88 871
Repairs 56 174 236 288 292 462
Fuel 76 661 167 055 243 716
Packaging 63 497 120 921 184 418
Gross profit after other direct costs 1189 759 990 542 2180 301
Indirect costs 1448 624 1647 448 3096 072
Salaries 1213 390 1192 002 2 405 392
Security 122 736 81 091 203 827
Other operational costs 76 363 338 750 415 113
Depreciation 36 135 35 605 71 740
Profit/(Loss) (258 865) (656 906) (915 771)

The total number of units slaughtered during the period from 01 July to December 2024 is 970.25 made up
of 648.83 units for abattoir sales (own slaughter) and 321.42 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 Second

Quarter Quarter

Ending 30 Ending 31

September December

2024 2024|Total
Sales 687 596 1370 237 2 057 833
Sales of Farm Products — Animals -
Sales of Farm Products — Crops 6 450 - 6 450
Livestock supplied to Umzikantu 681 146 729 692 1410 838
Farm rentals/lease 640 545 640 545
Expenditure 2 597 691 2 508 857 5106 548
Employee related costs 1 533 396 1 906 280 3439 676
Personnel and labour -
Crop production costs -
Operational costs 1064 295 602 577 1666 872
Profit/(Loss) (1 910 095) (1 138 620) (3048 715)
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3.5.3 Kei Fresh Produce Market

First Second

Quarter Quarter

Ending 30 Ending 31

September December

24 2024

Total

Revenue 111 517 124 055 235 572
Commission 32313 40 066 72 379
Rentals and hire of equipment 79 204 83 989 163 193
Total revenue 111 517 124 055 235 572
Expenditure 1116 869 1 906 940 3023 809
Employee related costs 627 784 789 318 1417 102
Personnel and Labour -
Operational costs 334 855 1003 622 1338 477
Depreciation 154 230 114 000 268 230
Total expenditure 1116 869 1 906 940 3023 809
(Deficit) (1 005 352) (1 782 885) (2 788 237)
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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 31 DECEMBER 2024

Notes 31 DECEMBER 2024 2024
R R
(Actual) (Actual)

ASSETS

Current Assets 7 923 507 8994 073
Cash and Cash Equivalents 2 5990 267 7 155 891
Receivables from exchange transactions 3 775 831 657 573
Inventory 4 870 178 870 178
Receivables from non-exchange transactions 5 287 231 310 432
Non-Current Assets 56 878 713 59 525 388
Property, Plant and Equipment 7 42 407 784 43 838 380
Intangible Assets 8 23 468 33 549
Biological Assets 9 14 447 461 15 653 460
Total Assets 64 802 220 68 519 461
S

Current Liabilities 31564 426 33 154 348
Payables from exchange transactions 11 15 316 296 9 030 922
Payables from non-exchange transactions 12 446 974 446 974
Unspent Conditional Government Grants and Receipts 13 1168 674 6 160 392
Current Employee benefits 14 5420 947 5 609 649
Current portion of long - term liabilities 16 81 945 232 132
Taxes 6 9129 590 11 674 279
Non - Current Liabilities 374 639 374 639
Long - term liabilities 16 374639 | | 374 639
TOTAL LIABILITIES 31939 065 33 528 987
NET ASSETS 32 863 155 34 990 475
Accumulated Surplus 32 863 154 34 990 877
TOTAL NET ASSETS 64 802 220 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 compered to the June
2024 balance is mainly due to the conditional grant of R5m received from ECDC on the 29" °f
September 2023 for the construction of the Packhouse at the Kei Fresh Market.

Receivable from Exchange: These represents normal trading receivables.

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

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

PPE & Intangible Assets — Movement is due to the depreciation (1.5m), offset come from the
additional (125k) 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 Sundry creditors

(R3m) — of which R1,5m due to ORTDM for water

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

conditions of the grant.

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.

Taxes: Included in taxes are Vat. The R6m in the vat is the accrual that was raised in FY 2021, a
corresponding R6m 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
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entry will not have impact in the group. ORTDM did not advance the payment to the Agency. Ntinga
had to make the provision from impairment for the receivable raised in FY 2021 during the FY 22

audit. This has worsened the current ratio.

The Agency has entered a payment arrangement with SARS for the FY 2022 VAT not paid in full. The

VAT was not paid in full due to non-payment of the invoice due from ORTDM.

» Long term liabilities — represents 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.
b) Submit a report on such assessment to —

14



i) the Board of Directors of the entity; and

i) 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 88, Ntinga’s 2024/25 Mid-year budget and
performance assessment report for the period ending 31 December 2024.
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