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Agenda

1. Context of progress made and remaining challenges

2. Overview of the Land Bank’s financial position as at the end of March 2021 

3. Appropriation of Equity injection

4. Progress report on the restructuring of Land Bank and filling of critical 

positions

5. Profile of the Land Bank’s loan book 

6. Measures introduced to assist with the implementation of the South African 

Economic Reconstruction and Recovery Plan

7. General update on financial and liquidity challenges
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1.1 Contex: Standing Committee on Appropriation
Reference to previous presentation made to the committee in May 2020

Standing Committee on Appropriations: May 2020

In summary, Land Bank was requested to brief the Standing Committee on Appropriations on

the following:

o Magnitude of the Finance and Liquidity Challenges faced by Land Bank. 

o The total value of the Land Bank defaulted loans and implications for Land Bank.

o The reasons for the Bank’s current liquidity challenges – including timelines involved.

o Alternative solutions and support available from government.

Related Challenges:

o The Bank is unable to access new funding from the financial markets – and would only be able to

do so once the default status has been cured.

o The support of the shareholder remains crucial for the bank to conclude on the Liability Solution

with its lenders.

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 fully support the agricultural sector with financing

requirements at a time of high finance needs in the planting cycle.
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1.2 Summary of Key Challenges

Since the Bank’s briefing of the SCoA in May 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.

 Significantly reduced support to the agricultural sector.

 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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A high level summary of progress made since May 2020

1.3 Progress made by Land Bank 

Subject Progress made

Advancing the 

Mandate

• Vision 25 Strategy approved to Re-purpose the Bank 

• Revision of the Operating Model underway

• Divisional Split of the Loan Book with Development and Transformation 

as the targeted growth area

• A number of development programmes have been identified with 3rd

party funders

Liquidity

• Liability Solution v3 supported by the Minister of Finance

• Active collections from Clients

• Capital reduction payments made to lenders

• Difficult Negotiations with Funders to conclude the Liability Solution

Financial 

Performance

• Cost containment measures introduced

• Recalibration of Credit loss models

• Insourcing of SLA Loan books

• Initiatives focused on improving Net Interest Margin and Impairments

Risk and 

Governance
• Implemented Audit remediation plan
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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.

o 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.

1.4 The Way to Turn Around
Need to conclude Protracted Negotiations of the Liability Solution
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1.5 The Way to Turn Around
Summary of Liability solution versions

Version 1

• Staggered maturity     
terms for     
noteholders

• Partial (60%) 
government 
guarantee

Version 2

• Single 5 year maturity 
for all noteholders

• Maintaining current 
recourse to the entire 
balance sheet of Land 
Bank

• Additional R7bn equity 
injection as signaled in 
the MTBPS in October 
2020 is noted

Version 3

• Notional splitting of the Land 
Bank balance sheet to a Corporate 
and Commercial (C & C) business 
portfolio and Development & 
Transformation (D & T) portfolio

• Recourse of the South African 
Lenders limited to the C & C  book 
only

• Recourse of the DFI funders and 
guaranteed funder to the 
Developmental and 
Transformation division assets

• R7bn capital injection comes with 
a condition for re-establishment 
of the Development and 
Transformation mandate
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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 for 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.This division is being wound down.

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

establishment of the development and transformation mandate of the Bank.

1.6 The Way to Turn Around
Conclusion of the Liability Solution
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2-3. Financial Overview

• Financial Performance Overview

• Loan Book and Funding Liabilities: Maturity analysis

• Appropriation of R3bn Equity

• Expected Appropriation of R5bn Equity
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2.1 Remediation Plan 
Causes of 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 R1.3bn 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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2.2 Remediation Plan 
Actions to remediate the audit findings

A Remediation Plan has been developed and adopted to address the AG’s Audit findings and implemented

for completion within the time period for the FY2020/21 audit.

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

 A revised Liability Solution intended to restructure repayments of debt going forward, is being

negotiated with lenders. Its conclusion will cure the event of default that Land Bank is currently in.

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 and integrity of inputs such as 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 was undertaken to confirm the

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

 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 The remediation work affected the 3 previous financial years i.e. FY2021, FY2020 & FY2019.
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2.3 FY2021 Financial Performance Overview
These are Unaudited numbers 

FY2021 

Rm

FY2020 

Rm

FY2019 

Rm

Statement of Financial Performance

Net interest (loss) margin (R 27.6) R 539.7 R 1 064.1

Impairments (R 478.5) R 79.7 (R 2 516.0)

Operating expenses (R 593.5) (R 704.2) (R 697.0)

Total Comprehensive (loss)/income for the year (R 1 067.5) (R 1 283.9) (R 2 276,4)

Statement of Financial Position

Cash R 5.6bn R 0.7bn R 3.2bn

Investments R 2.3bn R 2.1bn R 3.2bn 

Net loans and advances R32.9bn R 41.6bn R41.8bn

Total assets R42.2bn R 46.2bn R49.7bn

Funding liabilities R36.1bn R41.2bn R44.2bn

Key Ratios

Net interest loss / margin (0.1%) 1.2% 2.4%

Cost-to-income ratio (228.5%) 254.0% 76.4%

Impairment ratio 10.9% 7.8% 7.3%

Non-performing loans (NPLs) 27.8% 16.8% 9.6%

Capital Adequacy ratio (CAR) including guarantees 14.3% 9.4% 11.8%

Capital Adequacy ratio (CAR) excluding guarantees 8.8% 4.5% 6.5%

Salient Features - Group
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2.4 Loan Book & Funding Liabilities Maturity Analysis 

Gross Loans R‘bn

Division CB&SI CDBB Total

< 3 months 1, 000 5, 067 6, 068 

3 - 6 months 0, 246 2, 031 2, 277 

6 - 9 months 0, 621 0, 521 1, 143 

9 - 12 months - 0, 149 0, 149 

1 - 5 years 2, 233 2, 993 5, 226 

> 5 years 4, 320 17, 748 22, 068 

Gross Loan 

Book 8, 422 28, 511 36, 934

Funding Liabilities R‘bn

Division Total

On call/ Default 13, 518 

Due within one year 7, 796

1 - 5 years 8, 640

> 5 years 6, 131 

Total Funding Liabilities 36, 088 

March 2021

Comments

• The majority of loans originated by Land Bank have a term that is more than 5 years, while a large portion of 

the Funding liabilities (amounts borrowed) are due before 5 years (with R21bn due in the next 12 months)

• This provides further context to the liquidity pressure faced by the Bank.

• Acronyms: 

• CBSI: Corporate Banking and Structured Investments. 

• CDBB: Commercial Development and Business Banking
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3.1 Progress on Balance Sheet Restructuring

Event of default occurred

• In April 2020 Land Bank defaulted on certain payment obligations – this triggered a cross default

on substantially all of Land Bank’s borrowings

• Land Bank suspended the payment of interest and capital across all of its facilities

• In May 2020 appointment of corporate finance advisor to design and implement:

• The emergency liquidity funding solution,

• Liability solution,

• Asset solution,

• Equity solution, as well as

• The review of the Land Bank's repurposing strategy and the operating model.

June 2020 R3bn equity injection announced (received in September 2020)

• Intended to provide a degree of financial stability to the Land Bank in order to be able to sustain

its disbursements to existing customers and resume the payment of interest to Lenders

• In August 2020 payment of arrear interest and resumption of normal interest payments

• Recapitalisation of Land Bank submission made into Medium Term Budget

• R7bn recapitalization announced (R5bn in FY22; R1bn in FY23 and R1bn in FY24)
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3.2 Appropriation of R3 billion – Sept 2020 

Appropriation of R3 billion to Land Bank – September 2020

Amount received net of the following 

payments made by National Treasury to 

the guaranteed lenders in August 2020 

and May 2020 when Land Bank had no 

funds to repay debt

African Development Bank: Capital 

+Interest

3 August 2020

R67m

World Bank: interest + commitment 

fee, 1 July 2020
R7m

Contractual Payments to international 

DFIs and lenders

MIGA guaranteed Lenders R453m

KfW R95m

All arrears interest owing to 

Noteholders and other financial creditors
South African Lenders R388m

The remainder was used to partly fund 

the 12% capital reduction payment of 

R4.163bn during February 2021.
South African Lenders

R1 989m

Since the default:

• Total cash received: from 05/05/2020 - to date: R28bn (Note that cash received includes the R3bn 

capital injection as well as collections and settlements)

• Total cash disbursed to clients: R6,1bn 

• Total capital repayments to lenders: R8, 7bn and Total interest payment: R1,1bn
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Expected Appropriation of R5 billion to Land Bank – Feb 2022 (Draft Proposal)

Payment to C&C Division for acquisition of D&T Balance Sheet R3 595 million

Remainder of equity available to grow the D&T Book and repay debt

(R500m to grow book and initially assist towards a sustainable trajectory and R900m to repay debt)
R1 405 million 

3.3 Expected Appropriation of R5bn

• Development of revised Liability Solution after the Feb 2021 Budget speech

• Equity appropriations to be applied towards Land Bank’s current default and re-establish the development and

transformation mandate

• This required a divisional split of Land Bank book into Corporate & Commercial (C&C) and Development &

Transformation (D&T) divisions

• The C&C division is to be wound down and the proceeds used to repay certain Lenders over the period to April 2026

• R500m of the equity appropriations, is proposed to be used to develop the new integrated developmental financing

model of the Bank

• Debt Reduction (Capital repayments)

• By March 2021 Land Bank had made a 12% capital repayment to Lenders ~ R4.2 billion

• By Sept 2021 a further c.10% capital repayment will be made to Lenders ~ R3.04 billion

• Commencement of the implementation of this Liability Solution (Negotiations still in progress)

• Draft term sheets and commitment agreements have been sent to Lenders

• An independent review is planned to be conducted in upcoming months as a condition for lenders to participate in the

liability solution

• Addressing the above will ensure progress towards signing the Commitment Agreements and commencing the

implementation of the Liability Solution, that will bring Land Bank out of its current event of default situation
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4. Progress of filling of critical positions

• Revised Operating Model

• Land Bank Permanent Headcount overview: 31 March 2021 
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The Operating model review has been initiated to enable Strategy execution, in line with Land Bank’s 
objectives in the medium term. The revised operating model aims to achieve three objectives:

4.1 Revised Operating Model

1. Address default position with funders

The Operating model responds to the need to split the loan book between Corporate & Commercial (C&C) clients and 

Development & Transformation (D&T) clients. 

• The objectives of Commercial Funders, DFI Funders and National Treasury are different. Ring-fencing these loan books 

allow the opportunity to meet these specific objectives.

• Driving these objectives require dedicated teams in each segment, supported by group support functions.

2. Re-align core capabilities to be client centric

Core capabilities need to align to the client value proposition aimed at advancing Development & Transformation lending 

activities and technical support services. The Operating model places emphasis on the core capabilities required to enable 

the origination teams. This includes:

• Funds and Technical Partnership management geared for structuring D&T programmes

• Agri-Hub and Environmental Support to ensure Sustainable growth of client operations

• Introducing a dedicated Segment Head for D&T, to drive targeted sales strategies and tailored client offerings

3. Reducing the cost structure

The reduction in the loan book will impact not only the balance sheet but also the income statement. As a result Land 

Bank needs to reduce its Operational Expenditure accordingly. 

• The Operating model enables distinct capabilities, without causing duplication in the structure. 

• This allows the opportunity to review management levels, reducing any duplication that may have existed

• Headcount levels of staff will be reduced in a phased approach over the next few years, as projects get completed 

(client insourcing, process optimisation and automation etc.).
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4.2 Overview on headcount movements

Due to uncertain times at Land Bank, skills retention has become a challenge. Headcount reduction 
up to now has been as a result of attrition and a moratorium on filling vacant permanent positions. 

Overview of approved permanent headcount as at 31 March 2021. 

• Land Bank commenced the financial year with 413 active permanent employees against the approved headcount of 466.  

• At the end of March 2021, the active permanent headcount decreased to 384 due to attrition (voluntary and 

involuntary). 
Permanent Headcount 31 March 2021

Approved Headcount Active 

Headcount

Total Vacancies carried over 

from previous financial years

466 384 82

Attrition Permanent Resignations: 

• The financial year ended with the total attrition rate for Land Bank being at 8.33% .  A total of 32 permanent employee 

resigned, of which 17 were in critical roles. 

Critical Positions: 

• Critical Positions filled (all levels): As at 31 March 2021 - 126 critical roles out of the 164 critical roles have been filled 

(75.90% filled).

• Key executive roles were filled: Chief Executive Officer, Chief Financial Officer and Chief Risk Officer. 

• Senior Management: 18 critical positions have been filled (50% critical filled)

Acquisitions: 

• The Land Bank appointed in 9 vacant positions for the year-end. 100% of appointments were  ACI candidates (African, 

Coloured, Indian).  Of the 9 positions filled, 3 were internal appointments. 
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5-6. Development Effectiveness

• Loan book composition

• Funding towards women & youth

• Measures introduced
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• In the last six years significant effort has been made to grow the Development and Transformational Loan Book

 This book has grown by R5.9 billion, from 6% in FY16 to 22% in FY21.

 The book is however on a shrinking trajectory since new business has been halted.

• Supporting Development and Transformation has proven to be a challenging task as a result of:

 The cost of the Bank’s funding is based on commercial interest rates from the capital markets; and

 The cost of pre-and post-lending support as one of the necessary interventions to remedy high NPLs

5.1 Organisational Overview
Increasing Development and Transformation
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As at the end of March 2021, the value of the Bank’s Development and 
Transformational loans as a percentage of the loan book is approximately 22%.
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The Default position necessitated controlled disbursements only of existing short-term facilities

5.2 Loan book movements
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Commercial/ Corporate Transformation Development Total Loan Book

• The Development book grew moderately from FY17 – FY21 (The slight decline over last 3 years is due to the 

Wholesale Finance Facility facility run-down, with Grant funding discontinued, losses had to be contained)

• The Transformation book grew by 130% over the last 4.5 years. 

• The Development & Transformation Direct loan book comprise of approx. 980 black owned enterprises / 

farmers, representing 24% of clients (compared to 3151 Corporate and Commercial clients)
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Disbursements to Female and Youth (majority black owned) enterprises through the Provincial 
Network over the last 3 years

5.3 Women and Youth Disbursements

FinYear No of New 

Women 

owned 

enterprises  

Financed

Disbursed 

(women) 

No of New 

Youth owned 

enterprises 

Financed

Disbursed 

(Youth)

Total Direct

development 

disbursements

Proportion of 

black women 

and youth 

disbursements

FY2019 16 R32m 6 R19m R319m 16%

FY2020 20 R35m 9 R10m R485m 9%

FY2021 4 R10m 1 R8m R78m 23%

• The considerable reduction in FY21 was due to moratorium on disbursements to new clients (in

light of the liquidity challenges)

• The Blended Finance Programme has been on hold, negatively affecting introduction of new

entrants into the sector

• Women and Youth Inclusion Programme has been established and expected to increase

participation of these groups

• Partnerships with other agencies mandated to support these groups are developed to accelerate

involvement of women and youth in the sector
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The refocus of the Bank on Development & Transformation will significantly contribute to the 
rebuilding exercise for development clients while takeover of the Corporate & Commercial book 
opens the space for increased participation by more commercial financiers.

6. Economic Reconstruction & Recovery

Phase Initiatives

Phase 1: Engage 

& Preserve

• COVID Support: Land Bank hosted a R100m Covid-19 relief fund, aimed at 

supporting qualifying LB clients

Phase 2: 

Recover & 

Reform

• Food Security: Within our liquidity constraints, Production loans and 

working capital facilities were prioritised to ensure planting can continue

• Over R6bn has been disbursed into the sector during the default phase

Phase 3: 

Reconstruct & 

Transform

• Development Programmes in conjunction with Private companies and 3rd

part funders will ensure a coordinated value chain and for farmer growth

• Transforming the sector remains a core deliverable enabled by our deal 

structuring capability to facilitate equity transactions 

• Green products are being developed to ensure access to green funds and 

climate resilience offerings

Monitoring & Evaluation
• Measurement of development indicators will be improved and these will be further entrenched in the 

business of the bank.
• These indicators were identified in consultation with Land Bank’s Monitoring & Evaluation Peer Review 

Panel (consisting of Government and Sector experts).
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7. The Way forward

• General Feedback & Next steps

• The Desired Future State
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7. General feedback & Next steps

• There is urgency for the Bank to conclude the Liability Solution, cure the event of

default and enable it to restart the rebuilding process.

• The loan book split into Corporate & Commercial as well as Development &

Transformation has been applied from April 2021, as guided by the Minister of Finance.

• The Bank’s operating model may be 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 proceeds of the portfolio reduction towards the repayment of its debt.

• A Strategic trajectory that retains the Development and Transformation business

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

• The Land Bank remains constrained with its Developmental and Transformation

initiatives, as the event of default has not been cured and no further appropriations can

be expected from the state as a result.



• 420 Witch-Hazel Avenue

• Eco Glades, Block D, Eco Park

• Centurion Pretoria

THANK YOU!


