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1. Land Bank’s Previous Engagement 

Session with SeCOF – October 2020
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1. Previous Engagement with SeCOF (1 / 2)

On 6 October 2020, at the invitation of the Select Committee on Finance, Land Bank provided a

briefing to the Committee on:

• An Overview of Recent Issues.

• FY2018/19 Annual Report and Issues Arising therefrom.

• Timelines for the finalization of FY2019/20 Annual Report.

• Strategic Issues Arising for the Bank because of COVID-19.

Amongst some of the key issues shared with the Committee were the following:

• The Bank was in debt default on its liabilities since April 2020.

• The Credit Rating had significantly deteriorated.

• The following concerning trends were observable since FY2018/19:

o Lack of growth in the loan book;

o Reduced Interest Margins; and

o Increasing Non Performing Loans.

• The Bank was expected to experience significant financial losses for FY2019/20.
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o The Bank was unable to access new funding from the financial markets until the default status has

been cured.

o The Bank would be unable to conclude on the Liability Solution with its lenders without the

support of the shareholder.

o Land Bank’s liquidity constraints do have a relatively significant negative impact on the agricultural

sector – with 28% of the sector’s debt being supported through the Bank.

o The Bank does not have the liquidity to support the agricultural sector with financing

requirements at a time of high finance needs in the planting cycle.

 The Bank is only able to recycle loan repayments from its clients towards financing

requirements of its existing clients – resulting in less than 50% of the existing clients’ finance

requirements being met.

 No new client applications are being considered at this time.

 Clients are being encouraged to seek financing from other financial institutions and DFIs.

 Transformation and Development in the sector is being compromised.

1. Previous Engagement with SeCOF (2 / 2)
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2. Key Challenges
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2. Key Challenges

Since the Bank’s briefing of the SeCOF in October 2020, the following key challenges

remain:

 Liquidity Challenge and Default position

 Protracted Negotiations to conclude the Liability Solution

 Financial Performance – Losses Experienced in FY2019/20, and Future Projected

Losses up to FY2023/24.

 The Risk of an Unsustainable Bank – and the need for State support in a constrained

fiscal environment.

 Lack of support to the agricultural sector.

An additional challenge has since occurred:

• A Disclaimer of Opinion Audit Outcome for FY2019/20 was issued by the Auditor

General of SA. This follows over a decade of unqualified audit opinion outcomes for

the Bank.
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3. The Way to a Turn Around
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1. The negotiations with lenders started in May 2020, and are still ongoing.

2. The aim of the Liability Solution is to:

o Get the Bank out of its current Debt Default position.

o Restructure the Repayment of Land Bank debts in line with an affordable repayment profile.

o Allow the Bank to resume its normal business operations (as far as possible).

3. The complexities involved with finding the appropriate solution that is satisfactory for all parties

(the Bank, Lenders, and the Shareholder) have led to a consideration of various options since the

beginning of the negotiations process:

o Three (3) options have been considered so far, and were not accepted by all the parties.

o A variation of the potential final solution is currently being considered, and engagements

with National Treasury and the Minister of Finance to align on the most plausible solution

is underway.

4. The need to close out on these protracted negotiations cannot be over-emphasized, and all is

being done in an effort to reach consensus with all the parties.

3. The Way to a Turn Around
Need to conclude Protracted Negotiations of the Liability Solution
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1. The confirmed Capital Injection of R7bn over FY2021/22 to FY2023/24 provides the basis for the

Shareholder’s Support for the Liability Solution.

2. The Capital Injection is intended to:

 Reduce the restructured amortising debt from local lenders, and

 Provide a baseline for re-establishment of the Development and Transformation

portfolio of the Bank.

o The sources of repayment of the restructured amortising debt will be the proceeds of client

instalments, accounts settlements, and sale of loan assets.

3. The Bank will be re-organized into two business divisions:

o Corporate and Commercial business – the cash proceeds from loans of this portfolio will

service the amortization of the restructured debt.

o Development and Transformation business – this portfolio will set the basis for the re-

establishment of the development and transformation mandate of the Bank.

3. The Way to a Turn Around
Conclusion of the Liability Solution
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Development and Transformation Division

This business portfolio (loans and

advances) will be winding down from

R27.8bn in FY2021/22 to R4.0bn in

FY2025/26 when the restructured

amortising debt will be fully paid up.

Support to Commercial Agriculture

remains a priority of the Bank and will

receive renewed focus after FY2025/26,

after the amortising debt has been settled.

This business portfolio is intended to

form the basis of the future Land Bank.

However, given the need to service its

current debts, and the size of capital

and liabilities going forward, it will

reduce from R8.5bn in FY2021/22 to

R5.6bn in FY2025/26

The anticipated R7bn equity injection from the State will be apportioned to support the re-

establishment of the Development and Transformation portfolio.

3. The Way to a Turn Around
Post Liability Solution Structure

Corporate and Commercial Division
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1. Whereas the Liability Solutions enforces the reduction of the loan assets of the Bank (by using

the proceeds of loan book reduction to repay the restructured amortising debt), there is an

imperative to protect the long term sustainability of the Bank.

o A solution needs to be found to support the growth of the Development and

Transformation business and to support the agricultural sector.

2. A Review of the Operating Model of the Bank is necessary to ensure an effective and efficiently

resized Bank to navigate through the medium term period of 5 years, during which the Corporate

and Commercial business is being wound down.

3. Going forward the growth of the Development and Transformation business will require the

support of the State and the Shareholder to complement the Bank’s resources for covering the

Cost of Development:

o For a successful development model, the Bank should provide the Pre and Post Finance

support services that will increase the success rate of small holder / development farmers.

o For every Rand available to support development of farmers between 30 to 50 cents is

needed for pre and post finance support with 50 – 70 cents going into a loan for the

development farmer.

o The Bank will focus on an ecosystem catalyst role to leverage third party funds and the

DALRRD blended finance programme to support development in the agricultural sector.

3. The Way to a Turn Around
Rebuilding the Bank Post Liability Solution
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4. The Desired Furure State
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The rebuilding of an effective DFI model of the Bank will take a medium to long term

period as the Bank first gets out of the current debt default position, and stabilises its

current precarious sustainability challenges over the next five (5) years.

4. The Desired State
The Path to a Financially Sustainable DFI
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This trajectory is aimed to take the Bank to a Desired State that 

includes the following essential elements:

4. The Desired State
Essential Elements of the Desired State
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5. Significantly Reduced Support to the 
Agricultural Sector 
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5. Reduced Support to the Agricultural Sector
Lack of liquidity hampering support for the Sector

 In the last few years Land Bank financed about 28% of the agricultural debt (including through its

own intermediaries) with the rest (two thirds) of the agricultural debt being financed by other

financial institutions.

 The default status has disabled Land Bank from sourcing of new funding, thus restricting it from

fully supporting the loan requirements of its clients. Since the default, the Bank has been reliant on

collections of instalments / repayments it receives from its clients to service interest and partial

capital redemption of its debts, as well as to cover its operating cost commitments.

o Only partial financing requirements of the existing clients have been supported – meaning that the

Bank has not been able to sufficiently support the financing needs of its own clients (thereby

negatively impacting on 28% of the agricultural debt exposure in the sector).

o The Bank has not resumed the consideration of new loan applications.

o In FY2021 the Bank disbursed an amount of R5bn to support the sector compared to R21bn in

FY2020, R29 billion in FY2019, R32 billion in FY2018, and R38 billion in FY2017.

 Through its collaborative efforts, the Bank has established a pipeline of potential third party funds

that may be crowded-in to support the sector.

o The leveraging of these third party funds is dependent on the Bank being able to raise its own

funds to match those of the third parties.

 A speedy conclusion of the liability solution is crucial, to enable the Bank to resume its support of

the sector.
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6. Remediation Plan to address the 
FY2019/20 Disclaimer of Opinion audit 
outcome
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6.1 Remediation Plan 
Reasons for the FY2019/20 Disclaimer of Opinion Audit Outcome

The Disclaimer of Opinion by the Auditor General of South Africa resulted from the following key issues:

o Presentation of Annual Financial Statements:

 No agreement has yet been reached with lenders / funders to cure the default position and

restructure repayments, and prove the ability of Land Bank to repay its debts.

 In addition, the Bank had recorded a R2.8bn loss in FY2019/20.

 These two factors created uncertainty on the Bank’s ability to continue as a going concern.

o Loans and advances, net impairment charges, claims and recoveries and credit risk

disclosure:

 The Bank was unable to provide sufficient audit evidence that the expected credit losses (ECL) in

accordance with the requirements of IFRS 9 and the Credit Risk Disclosure in accordance with IFRS 7

requirements, were both properly accounted for.

 The Bank did not:

 Regularly recalibrate the model

 Maintain reliable ECL input data including collateral (accurate accounting of security taken against

each loan and maintaining up to date valuations), staging of loans (accurate classification of loans

into [1] Performing, [2] Under Performing and [3] Non Performing) and loan modification

(accurate classification of restructured loans into the three stages).

 Control issues pertaining to the credit management of the SLA portfolio were identified as a

significant contribution to the reliability of information in the calculation of Expected Credit

Losses.
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6.2 Remediation Plan 
Context relating to the key contributors to the Disclaimer

It is useful to understand the context that led to the key findings which contributed to the

Disclaimer of Audit Opinion outcome in FY2019/20:

o Audit Findings from the previous two years (FY2017/18 and FY2018/19) identified the validation of

Expected Credit Losses as a matter requiring the attention of the Bank.

 These matters were already receiving the attention of the Board and Executive Management following

the Bank’s own internal audit findings on the same matters.

 In addition to the need to recalibrate the ECL models, the key contributor to the findings related to

the maintenance of reliable input data, including collateral, staging of loans and modification.

 Most of the above-mentioned issues were linked to the control issues related to the credit

management of the SLA portfolio.

 As a result, towards the end of 2018, the Bank undertook its own independent audit / review of the

credit management of the book that is managed by all its the SLA intermediaries, and developed an

SLA Improvement Plan to address these findings.

o The implementation of the SLA Improvement Plan commenced in 2019 resulting in amongst others, the

approval rights of some SLAs being revoked and performed by the Bank, and a decision being taken to

implement the insourcing of some of the SLA portfolio.

o Following the FY2019/20 audit a Remediation Plan has been developed and is being implemented, as

summarised in the next slide.
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6.3 Remediation Plan 
Actions to remediate the audit findings

A Remediation Plan has been developed and adopted to address the AG’s Audit findings, with virtually all of

the interventions being implemented for completion within the time period for the FY2020/21 audit.

o Presentation of Annual Financial Statements / Resolving the Going Concern risk:

 An acceptable revised Liability Solution is being negotiated with lenders / funders – its conclusion will

cure the default position, and restructure the repayments going forward.

o Loans and advances, net impairment charges, claims and recoveries and credit risk

disclosure:

 The planned corrective interventions are aimed at overall enhancement of internal controls, and are

focused on enhanced management of Expected Credit Losses:

 Model Recalibration, Collateral Management. Staging. Modifications; and

 Review of relevant policies (Collateral Management & Impairments and Write-Off policies)

 A detailed validation exercise of the Bank’s entire loan book portfolio is being undertaken to confirm

the accuracy of correct staging classification and collateral management at individual account level.

 The quantification of the ECL provision following on all this work is expected to be completed

by end of June 2021.

 Termination of some SLA agreements and In-sourcing of the management thereof, as well as finalisation

of implementation of the SLA Improvement Plan for the remaining SLAs.

o Resourcing towards improved internal controls:

 The appointment of key executives post FY2019/20, including the CEO, CFO, CRO, Head of Treasury,

and GM: Finance Strategy and Planning (modelling skills and capability).
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7. Financial Performance 
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7.1 FY2021 Financial Performance Overview 
Context

• Land Bank in event of default.

• Low liquidity levels, especially the 1st half of Q1 FY2021.

• Partial support of the sector owing to inability to access funding in the market.

• Attrition of good customers seeking funding elsewhere.

• Increased funding cost owing to default position.

• Repo Rate decrease.

• Margin Compression.

• Increase in NPLs.
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FY2021 Q4
Rm

FY2021 Q3
Rm

FY2020 
Rm

Statement of Financial Performance

Net interest income R 291.1 R 387.1 R 651.1m

Impairments (R 714.1) (R 314.5) (R 1 807.7m)

Operating expenses (R 591.5) (R 424.7) (R 712.8m)

Total Comprehensive (loss)/income for the year (R 970.7) (R 467.7) (R 2 803.4m)

Statement of Financial Position

Cash R 5.6bn R 9.3bn R 0.7bn

Investments R 2.3bn R 2.2bn R 2.1bn

Net loans and advances R32.8bn R 34.6bn R 41.5bn

Total assets R42.0bn R 47.2bn R 46.2bn

Funding liabilities R35.9bn R40,6bn R41.3bn

Key Ratios

Net interest margin 0.7% 1.2% 1.5%

Cost-to-income ratio 1076,8% 272,2% 114%

Impairment ratio 11.3% 10.1% 8.0%

Non-performing loans 26.6% 23.6% 18.1%

Salient Features - Group

7.2 FY2021 Financial Performance Overview 
These are Preliminary Unaudited numbers and are being finalised 
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Commentary:

• The insourced loan portfolio from SLA partners has a significant level of Non Performing

Loans, at 53%.

• Following the insourcing of some of the SLA portfolios the Bank’s directly managed portfolio

now makes up 60% of the total portfolio.

40%

20%

40%

FY 2021: Loan Book Balance Split between Direct & Indirect Book

Direct book Direct Book insourced SLA+ WFF

Direct book
Direct Book
insourced

SLA+ WFF

Loan Book Balance 14,905 7,382 14,641 36,928

NPL ratio 21% 53% 20% 27%
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7.3 FY2021 Financial Performance Overview 
Non Performing Loans and Book Portfolio per Channel
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8. Other Key Performance Areas
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The Bank’s Corporate Plan and Performance Scorecard upon which the last two Quarterly Reports were

based has been focused largely on the stabilisation of the Bank as it tries to conclude a Liability solution to

take it out of its Default position and Restructure its Debts. A summary of the Performance Scorecard is

provided in the slides to follow:

FY2021 Corporate Performance Scorecard

KPA KPI Measurement Elements / Milestones
Q4 Performance April 2020-March  

2021 (Actuals)
Status (at end of 

the FY)

Develop Solutions 
for Balance Sheet 
Challenges.

Development of Liability 
Solution to cure the 
Bank’s default and 
restructure the 
repayments to lenders / 
funders.

Signed Liability Agreement (inclusive of Terms and
conditions) endorsed by NT, by 31 March 2021.

Liability solution has been 
reformulated and not yet signed-
off by creditors.

Not Achieved

Obviate the Effects 
of Restricted Access 
to Capital Markets.

Sale of Non-Core Assets 
and Reduction of the Loan 
Book.

Reduction of loan book through identified clients 
(including non-food related loan facilities) – to R38bn 
by end of March 2021.

The loan book was reduced to 
R36,9bn

Achieved

Disposal of non-core equity assets to the value of R400 
m by 31 March 2021.

Total disposals R0.31 billion Not achieved

Profit Optimisation.

Address Inadequate 
Margins and Increased 
Funding Costs.

CIC resolutions (on the identification of portfolio to be
repriced).

Portfolio that qualifies for repricing 
has been approved by CIC.

Achieved

ExCo resolution (on the approved Pricing Model).
New pricing model has been 
approved by EXCO.

Achieved

Evidence of Price Adjustments on SAP. Not achieved

SLA Improvement Plan.

New SLA signed agreements containing new pricing 
methodology

New pricing methodology was 
approved by CIC.

Achieved

Intermediary accounts transferred to the Direct Book 
(Suidwes – Insource balances as at end June 2020 in 
the month of July 2020, and GroCap – Insource 
balances as at end September 2020 in the month of 
October 2020).

Suidwes and GroCap accounts have 
been migrated to SAP.

Achieved

8. Other Key Performance Areas
FY2020/21 Performance Scorecard (1/3)
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FY2021 Corporate Performance Scorecard

KPA KPI Measurement Elements / Milestones
Q4 Performance April 2020-March  2021 

(Actuals)
Status (at end 

of the FY)

Implement Immediate 
Opportunities for 
Revenue Diversification / 
Non-Interest Income 
Generation.

The process to 
implement the 
Banking Partnership 
model is initiated.

A draft Partnership Banking Strategy developed 
by 31 March 2021.

Banking Partnership Strategy developed 
by 31 March 2021

Achieved

Client Value Proposition 
and Product Offering.

Enhanced Customer 
Value Proposition and 
Product Offering.

ExCo Resolution: Recommendations on the Draft 
Customer Value Proposition and Product Offering, 
and 

ExCo Resolution: Recommendations on 
the Draft Customer Value Proposition 
and Product Offering.

Achieved

EXCO approved Review Report of Land Bank Act 
with recommendations on potential opportunities 
by 31 March 2021.

The Review of the Land Bank Act 
considered for adoption by ExCo.

Achieved

Business Efficiency 
Improvements.

Technological 
Enablement. 

CRM project is launched (staff portal - front line 
and back office origination teams) by 31 March 
2021.

CRM project was launched in October 
2019

Achieved

Approved Customer Portal concept document 
and business plan by PPC.

Customer Portal concept document and 
Business Pan was approved by PPC in 
August 2020

Achieved

Organisational 
Capability Build.

Board Record / Minutes of Discussion of the Fit 
For Purpose Organisational Structure.

The item was for discussion at the Board 
meeting that took place on 29 March 
2021 but it was deferred and be brought 
back to Board  6 months.

Achieved

ExCo Record / Minutes of consideration of the 
Skills Audit Analysis submission.

The Skills Audit Analysis report was 
discussed at ExCo that took place on 29 
March 2021

Achieved

Process 
Improvements.

ExCo Resolution: Approved Process Re-
engineering Programme Concept Document by 
Land Bank ExCo. 

Matter was Approved at ExCo Achieved

8. Other Key Performance Areas
FY2020/21 Performance Scorecard (2/3)
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FY2021 Corporate Performance Scorecard

KPA KPI Measurement Elements / Milestones Q4 Performance April 2020-March  2021 (Actuals)
Status (at end of 

the FY)

Improved Risk 
Management.

Implementation of 
Improved Non-
Performing Loan 
Strategy.

Board Resolution - approval of the
NPL Strategy.

NPL Strategy approved by Board Achieved

Insurance Integration.
Improved Insurance 
Model.

LBIC and Land Bank Group Board 
Resolution: Approved Bancassurance
Model and Strategy by 31 March 
2021.

Bancassurance Model has been approved by ExCo
and the LBIC Board

Achieved

Reputation Management.
Rebuild the Bank’s 
Reputation.

Board Resolution: Reputation 
Management Strategic Programme / 
Plan developed and approved by the 
Board for implementation.

Board approved the Reputation Management 
Strategic Plan in January 2021

Achieved

Corporate Governance.
Achieve an Unqualified 
Audit Opinion.

Outcome of AG Audit Report at or 
better than an Unqualified Audit 
Opinion. 

Remediation Plan has been approved by the Board
TBD - Awaiting 

AG's audit 
outcome.

Implementation of a Board-approved 
Remediation Plan, and Review of the 
identified policies and SOPs.

Policies review has started. 
The following policies will be reviewed:
- Collateral, including valuation thereof.
- Staging;
- Modifications; 
- Risk Rating.

Achieved

8. Other Key Performance Areas
FY2020/21 Performance Scorecard (3/3)
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9. Conclusion
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• There is urgency for the Bank to conclude the Liability Solution, and enable it to

restart the rebuilding process towards a true DFI.

• The Bank’s operating model will be highly impacted by the implications of the

conditions that will come with the concluded Liability Solution.

• The Bank will be winding down its Corporate and Commercial business portfolio as it

uses the proceed of the portfolio reduction towards the repayment of its debts.

• A Strategic trajectory that retains the Development and Transformation business

portfolio and set a basis for its growth is envisaged / being planned for.

9. Conclusions
Key Observations and Implications
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• 420 Witch-Hazel Avenue

• Eco Glades, Block D, Eco Park

• Centurion Pretoria

THANK YOU!
Land Bank appreciates the 
opportunity given to it to 
address the Committee

www.landbank.co.za


