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1.
EXECUTIVE SUMMARY

The Corporate Plan takes into account the macroeconomic outlook for the South African agricultural industry. The outlook for 2007 / 2008 has improved as producer prices rise in response to the weaker rand and the firming of grain prices internationally. Optimism in agriculture has improved and land prices are rising.  This indicates opportunities in both farm improvement products and process related activities. 
The credit risk in agriculture is still looming, however, opportunities along the value chain have created and invited a different focus for the Bank. All stakeholders in the food value-chain, including input suppliers, should benefit from the improvement in the financial position of agriculture. Similarly, the Land Bank is positioning itself along the value-chain and re-adjust its assets in order to benefit from this positive outlook.
The new business model emphasises bringing new players into the mainstream of the agricultural sector as a primary priority, through accelerated commercialisation of subsistence and emerging farmers and the participation of the Bank in the continuum of the agricultural value-chain where opportunities avail themselves to achieve mandate imperatives.  

The area of emphasis will be on growing the Bank’s business by concentrating on   economic activities that would transform both subsistence and emerging farmers into commercial streams. This would be achieved through the utilization of Co-ops, Provincial DFI’s and other supportive structures.
However, the successful implementation of the model must be measured against the following performance indicators:

· Employment creation and maintenance

· Establishment of emerging farmers

· Conclusion of BBBEE transactions

· % growth in the development loan book over three years

· Performance of the development loan book

· Provision of advisory services

· Geographic spread

· Work closely with DOA and DLA in respect of the integrated grant management process
· Food security, at both national and household levels.
The implementation of the business model will run concurrently with the tightening up and re-alignment of the Bank’s internal processes.
2.

BACKGROUND

The corporate plan of the Land Bank sets out the overarching parameters by which its business is pursued and executed. These parameters are derived from the mandate set by the Land and Agricultural Development Bank Act (15 of 2002), the Commission of Inquiry into the Provision of Rural Financial Services, 1996 (Strauss Commission) and other relevant policy framework documents which include the Agricultural Sector Plan. The scan of the Land Bank’s environment is also critical in the process. 

The corporate plan also sets the framework by which the individual units of the Bank are able to develop their activity plans in pursuance of the banks objectives. The corporate plan takes a three (3) year view in line with the MTEF and is subject to continuous review annually and in line with the MTEF. In view of the late submission of the corporate plan, the MTEF is determined from the fiscal year 2009 with the reminder of the fiscal year 2008 included.
The Land and Agricultural Development Bank (‘Land Bank’ or ‘Bank’) is an agricultural development finance institution wholly owned by the South African Government. The Bank provides retail, wholesale and project financing to development and commercial farmers, as well as agribusiness entities and is the sole shareholder of the Land Bank Insurance Company (LBIC), which provides insurance products to the Bank’s clients.

Land Bank is governed by the Land Bank Act. The Bank is exempt from payment of income tax. Furthermore, the Bank does not pay dividends to its shareholder.
The Land Bank Act expanded the scope of the Bank’s activities considerably to include a focus on both financial and non financial rural economic issues of the agricultural sector. This focus enjoins the Bank to give more attention to the emerging farmers and rural small and medium sized agricultural businesses as major players in the Bank’s client base. The AgriBEE framework will further expand the role and responsibilities of the Bank in the transformation of South Africa’s agricultural sector. 

The key challenge for the Bank is finding a proper mix of resources that would allow the Bank to direct its activities towards the sectors that are in most need, through which emerging black farmers and Agri-businesses or ventures created would be consistent with the development aspirations of the country. 

The current focus of the Bank on commercial farmers presents a challenge which must be met by strategies to shift emphasis to development financing, focusing particularly on the black emerging farmers and agri-business in support of the development mandate.

3.  ENVIRONMENTAL SCAN
A scan of the Bank’s environment was undertaken using the PESTEL    framework. The scan determines the alignment of the Bank’s activities with the realities of our environment in terms of the political, economic, social, technological, environmental and legal conditions within which the Bank must operate and take cognisance of.

3.1
Guiding Principles       

The guiding principles for the Bank’s operations are determined by the imperatives of the South African government, which are anchored on equality, poverty eradication and the removal of the legacy of the country’s history as imposed by apartheid and racial discrimination. 

3.2.
Economic Environment

This is driven by the following features relevant to the Bank: 

3.2.1
Historically:

· GEAR

· Strauss Commission

· Deregulation of financial markets and agricultural industry

· Agri-BEE

· AS-GISA

· Agri Sector plan

· CAADP Programme

3.2.2
Present factors:

· The global economy is expected to grow at a more moderate pace in 2007, but still above the long-term trend which is supporting commodity prices
· Production activities within the SADC region are on the upswing
· Domestic growth is also expected to ease, primarily as consumer demand slows down
· CPIX inflation has risen above the target range and may remain there for the next 9 months
· The rand has showed renewed strength on the back of US$ weakness and has a neutral impact on inflation
· Bond yields and the rand have decoupled
· Upside risk to interest rates remains
· Outlook of improved investment in agriculture

3.3
Social Environment

Socio-economic environmental factor influencing the Bank can be summarised as follows:

· Poverty 

· Inequality

· Reconstruction and Development Programme 

· Service delivery

· Gini coefficient 

· Emerging farmer development

3.4
Technological Environment

The appropriateness of technology required to drive both processes and systems within the agricultural environment which the Bank must take cognizance of:

· Development of new cultivars 

· Development of new Breeds 

· Development of new Technologies 

3.5
Environmental issues

The nature of the Bank’s business is inseparably tied to the land and thus environmental factors are critical for viability and sustainability. The Bank’s activities and processes must have sight of environmental issues and their implications for the Bank’s business. 

Thus issues of environmental impact are important; these can be summarised as but not limited to:

· Land degradation 
· Land use

· Tenure

· Environmental impact assessment

· Aridity 

· Water use and rights

3.6
Legal Environment

The Bank like, all legal entities, operates within an environment that is governed by certain legal frameworks that are binding and influence the way the Bank can operate. The key legal frameworks are:

· The constitution

· The legislative environment

· Land Bank Act

· National Credit Act

· Public Finance Management Act
· National Treasury Regulations
3.7
Implications for the Bank

The scan of the Bank’s operating environment necessarily has implications, which without elaborating on the specifics of each influencing factor, are clear imperatives that stand out for the Bank against which the Bank’s objectives must be tested. These are:  

· Guide and support equitable access

· Enhance economic performance of the agricultural sector  

· Ensure sustainable natural resource management 

· Promote and support the participation of black people, women, youth and the disabled 
· Ensure consumer confidence in agricultural products

4.   THE DEVELOPMENT IMPERATIVE
4.1 Vision
We aspire to utilise the Bank’s financial resources towards the development of farmers and the rural economy.
4.2 Mission
To support economic growth in South Africa through the development of farmers and rural economies by way of prudent investments that support the agricultural sector. 
4.3  Objectives of Land Bank

The objectives of the Bank are derived from the socio-economic scan and the implications thereof, the Land Bank Act and mandate as set by the shareholder. These encompass all the requirements of the Land Bank Act and serve as a basis for the Bank’s units to develop activity plans in pursuance of the objectives. The Bank must promote, facilitate and support:
4.3.1 Ownership and access by previously disadvantaged groups of agricultural resources such as land is increased.

· Number of emerging farmers supported to acquire land 

· Increase in land ownership by previously disadvantaged  individuals (PDI’s)

· Increased production by black and emerging farmers

4.3.2 Agrarian reform and development programmes that are aimed at previously disadvantaged groups are implemented.

· Number of programmes targeting PDI farmers

· Number of farmers benefiting from such programmes

· Number of farmers who show increased productivity and profitability

· Number of support programmes dealing with rural poor and farm dwellers

· Improved access by rural poor to services of Land Bank

4.3.3 Financial services which are provided to the agricultural sector of rural South Africa in a manner that stimulates the establishment of enterprises.

· Number of agricultural entrepreneurs supported 

· Number of enterprises established

· Number of jobs created 

4.3.4 Commercial agriculture to ensure food security at national level is enhanced and maintained.

· Number of commercial agricultural ventures supported

· Value of production stimulated

· Tonnage produced in various areas to support grain, diary and animals 

4.3.5 Creation of employment opportunities in the agricultural sector.

· Number of permanent jobs created

· Number of temporary or seasonal jobs created 

4.4
Values

Land Bank values guide staff in the conduct of their relationships with all their stakeholders and inform the guiding principles that govern those relationships. The values are:

· Integrity : Honest and ethical conduct of ourselves in all of our interactions

· Equity:  Honouring the dignity and worth of all.   Ensuring fairness and equitable access to our services both amongst ourselves and by external stakeholders

· Innovation:  Open and receptive to new ways of conducting ourselves and our business, seeking to continuously improve service delivery

· Excellence: Exceeding delivery expectations for quality, responsiveness and value to our customer

· Accountability and responsibility:  Taking personal ownership to meet commitments.  Management initiative to take corrective action and penalise mismanagement

5.
  A NEW VISION
In order to be able to address the new challenges in agriculture, a new orientation for Land Bank is called for.  In defining its role, the Land Bank will have to take into consideration the factors that affect the agricultural playing field as outlined in the background.

The new orientation will necessarily mean a decline in the Land Bank’s exposure in some of its current activities to provide room for new initiatives.

Specific opportunities that need further investigation and in which Land Bank could/should play a role are:

1) Processing of agricultural products. 

2) New initiatives like the production of bio-fuels.

3) Areas with growth potential within the agri- business sector

4) BEE opportunities.

5) Rural credit markets.

6) Insurance markets.

New opportunities need to be opened within the value chain of agriculture, particularly targeted at the emerging sector. This approach must espouse the AgriBEE efforts and allow for more equitable access and participation in line with the sector strategy in order to induce competitiveness.

Figure 1

The figure below indicates the current posture of the Land Bank. It clearly indicates that commercial activities dominate the Bank’s current posture.
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The desired position is to engage all sectors of agriculture, emphasising commercialisation at all levels. Each product must start with the engagement of the subsistence farmers as a focus with the intention, from the onset, to commercialise the participants.

At present, the Bank is concentrated in primary agriculture. The new orientation allows for more participation up and down the value chain. Figure 2 depicts how the Bank sees the market place where it should play. It will, following a proper analysis of each product, economic review and market trends, decide the point of participation.
Figure 2
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Figure 3 

The desired posture of resource allocation and expected outcome


*
Growth in Commercial business does not mean white farmers but includes growth to represent the demographics of South Africa 

According to the statistics obtained from the DOA, the estimated number of farmers is 3,5 million; 40 thousand commercial, 240 thousand emerging and the rest subsistence, a majority of which are rural households. The challenge for the Land Bank is to change this landscape, collaborating with the DOA and DLA, the Provincial Departments of Agriculture.
Figure 3 above shows the desired growth of the respective market segments. In the first instance, focus will be given to bring subsistence farmers into mainstream agriculture market. Overtime and through direct intervention, they will graduate to emerging farming and ultimately to commercial farming. The ultimate goal is to diminish the subsistence farming segment and exponentially increase the commercial farming segment, populated by the subsistence farmers through clear graduation programmes.
Furthermore, the desired posture seeks to align with government programmes and initiatives (ASGISA, AGRI BEE Charter, Land Reform, etc) that are expected to deliver of the following imperatives:

· Employment creation,

· Economic empowerment of PDI’s,

· Skills development and infrastructure,

· Poverty alleviation, and

· Agriculture development and support. 

5.1
Target Market

The target market for the Bank displays the following features:

· Subsistence Farmers

· Land holdings to include tribal and communal lands

· Very small tribal land between 0-1 hectares
· Household level and ownership

·  Involved in other economic activities other than agriculture

· Produces primarily for household food security

· Surplus production is sold in the local market or community

· Poor land tenure

· No forms of traditional form of security (or collateral) for the Bank

·  Emerging Farmers

· Owns or has access to land 

· Security of tenure (Freehold, PTO)

· Focused primarily on agriculture

· Produces for local and external markets

· May be able to provide some form of security to the Bank

· Commercial Farmers

· Existing commercial farmers

· Owns large tracts of land
· Large scale operations
· Produces mainly for mainstream markets and export
· Able to provide the Bank with traditional forms of security
5.2
New Modus Operandi

The diagram below depicts how the Land Bank and other important stakeholders (DOA/DLA) will be participating within the different agriculture levels.  

Figure 4


Subsistence Farmers

Group 1 – grants will be utilised to establish their participation in the commercial stream as indicated in figure 4. Clear criteria for eligibility to grant funding will be established. The Bank will work closely with the DOA, the DLA and provincial departments to identify eligible participants and to match them to the correct grant structure. The Bank proposes to be a one-stop outfit for distribution of grants in the agriculture sector. 
Emerging farmers and agri- enterprises
Group 2 – mix of grant and loan at proposed ratios

Commercial

Group 3 – wholly financed through loan up to 25% of Bank capital

Corporate

Group 4 – co-financing with others (commercial banks)

5.3.
Appropriate Value Proposition

The following describes the appropriate value proposition of the targeted participants (or target market): 

Table 1: Appropriate Value Proposition

	Target Market
	Emerging Farmers
	Subsistence Farmers

	Product Offering
	· Full set of debt and savings products

· Market assistance

· Extension, advisory and mentorship services through partners

· Business and farm management training through partners
	· Short and Medium Term financing

· Technical assistance through partners: DoA, NGOs, linkage agencies

· Intensive marketing assistance and contract farming opportunities

· Savings products

	Distribution
	· Development specialists sales force creating deals

· Support services through partners: agribusiness, DoA, NGOs, linkage agencies, Coops
	· Primarily through intermediaries (DFIs)

· Extension services through partners

· Secondarily through development specialists finding opportunities

	Pricing
	· Access to government grants for equity portion of land costs

· Market related prices for short and medium term financing

· Subsidization of technical support
	· Market related loan pricing

· Free technical assistance and extension support subsidized by DoA

	Promotion
	· Actively marketed by development specialists

· Use of partner networks

· Targeted media efforts
	· Use of government/DoA campaigns and communications

· Use of intermediary relationships

· Use of other partners’ promotion channels


5.4
Product Orientation Model

The diagram below indicates and is an example of the areas of participation in the value chain. The structure of the model is as follows:

· DoA organises subsistence farmers into a co-op

· Through grants DoA provides 3 – 5 cows to each member

· DoA and Land Bank identify an entrepreneur to value add the primary product

· The entrepreneur has the right skills and if not he must own 70% of the partnership company

· Costing for the establishment of a dairy processing plant (or company) is undertaken

· X% of the processing plant’s cost is financed through DoA grants and represents the subsistence farmers’ co-op contribution/interest
· Y% of the processing plant’s cost is financed by Land Bank and represents the entrepreneur’s Y% interest in the dairy processing company

· The dairy processing plant procures primary milk from the subsistence farmers

· Subsistence farmers share in the profits generated at all levels of production.

Incentives:

· Import and Export licences

· Extension and business support within the co-op by Government and Land Bank


5.5
THE BANK’S FOCUS AREAS IN AGRICULTURE

The Bank’s sectoral focus in agriculture will be based on:

· The extent to which a sector has the potential to impact on the development objectives of the Bank and the country

· The extent to which a sector minimises barriers to entry

· The extent to which a sector redresses the past economic imbalances

· The extent to which the sector integrates the value chain and allows for participation by PDI’s in the entire value chain

· Positive sector outlook 

· Other sectors where PDI’s emerge organically

· Addresses food security nationally and locally

· Enhances equitable access and participation along the Agri BEE Charter scorecard.

5.5.1
SECTOR FOCUS AREAS

Based on the above criteria the following areas have been identified:

· Animal production and Livestock Massiffication (includes, but not limited to)

· Beef, sheep, goats, pigs, poultry and ostrich, fish
· Agri-processing (access to markets)

· Dairy products, cereals, meat products, fish
· Crop production and Bio-fuels (includes, but not limited to)

· Wheat, maize, cotton, sugar cane, sorghum

· Food security

· Land Reform

· Job creation

5.5.2
INSTRUMENTS TO SUPPORT SECTORAL FOCUS

The following are instruments that will enable and support the identified sectoral focus of the Bank, some of the intervention/products are already in existence and being offered directly by the Bank or in collaboration with other stakeholders:
· Direct Investment

· Research assistance

· Loan funds

· Technical assistance

· Grants 

· Guarantees

· Equity investments

· Necessary training and mentoring
· Provincial DFI’s

· IRSDS

· Coops and organised agriculture to include NGO’s

· Provincial Governments

· Other support structures(OBP, NAMC, ARC, PPECB etc)

· Financial Services Charter (collaboration with commercial banks)

· Other collaborative institutions to include SADC, NEPAD and Global.
· Risk Mitigation factors such as Insurance products catering for the emerging markets (Delivered through LBIC)

· Commodity trading

6.   THE BUSINESS MODEL 


The new business model for the Bank seeks , primarily to set up subsistence and emerging farmers and agri-businesses to be sustainable through focused attention around risk mitigation and commercialisation of farmers. Development farmers face challenges that impact on their ability to succeed.  To address risks specific to these sectors, specific attention will be given to them through the creation of a separate development division. 

This division should provide various support measures. The following instruments will be used to mitigate against the risk of failure:

· The risk of production failures, the Land Bank Insurance Company (LBIC) should provide insurance products designed to suit the needs of emerging farmers at affordable rates

· The price risk for commodities traded on the futures market, the Land Bank will consider buying a company that trades in agriculture commodities/form joint ventures, to assist emerging farmers hedge against price risk.  The Land Bank will not engage in speculative activity in this area. The Land Bank is currently financing margin calls through cooperatives and agri-businesses, and the risk of losses should be low if limits are set properly.

Key also to the success of the business model is close alignment between the Land Bank financing and the grants distributed by the Departments of Agriculture and Land Affairs.  These grants should ensure that the emerging farmers have optimum debt equity ratios to ensure viability. 

The Land Bank will continue to finance commercial farmers.  The approach of the Land Bank for the commercial book will be to finance the exposure of commercial farmers that the commercial banks are not willing or are unable to finance, Broad Based Black Economic Empowerment transactions, and cooperatives that assist the Land Bank in the distribution of loans to emerging farmers, and not in direct competition with the commercial banks.
The Bank sees commodity trading as a key component of risk mitigation in sustaining development farmers. Currently the Bank is indirectly funding commodity trading activities of Co-operatives through the provision of the Cash Credit Account (CCA) facilities, which means an account through which moneys may, from time to time, be drawn from or repaid to the Bank. The indirect funding of commodity trading activities exposes the Bank to substantial risk while the returns are not appropriate.  

To conduct commodity trading activities within the Bank, core components must be in place. The main ones are:

· Capital allocation of R300 million equating to 10% of the proposed R3 billion book;

· Skilled personnel. The Bank favours the strategy of buying an existing enterprise;

· Relevant risk measurement methodologies;

· Adequate and well controlled systems;

6.1

PROPOSED CAPITAL STRUCTURE


The following represents the proposed capital structure of the bank:

· Government Funding

· Subscribed Funds

· Surplus

· Special Donor Funds

· Borrowed Funds
7.   OPERATIONAL EFFICIENCY

7.1

Credit Management
The Land Bank aims to achieve a balance between revenue growth and asset quality in its management of credit. During this budget period the Bank will consolidate the credit initiatives that were started in the prior year and continue to reduce loan losses.

In terms of the current non performing loans we have adopted the following strategy:

a) Analysing the Non-performing portfolio to determine accounts that are           collectable and non collectable,
b) Establish a relationship with Co-ops to assist the Land Bank in rehabilitating distressed accounts,
c) Appoint project managers with the purposes of monitoring farming progress and advice on draw-downs and
d) Ring-fence the non-performing loan portfolio .
7.2

Risk Management
The Land Bank has adopted an Enterprise-wide Risk Management Framework (ERMF) that has been developed in accordance with:

· Best risk management practice locally and internationally

· The King report on Corporate Governance for South Africa  - “King II”

· The requirements of the  new Basel Capital Accord (“Basel II”)

Risk management is an integral part of our business.  Land Bank 
group has adopted 7 risk culture attributes namely:

· Equal attention is paid to both quantifiable and unquantifiable risks

· Risks are identified, reported and quantified to the greatest possible extent

· An awareness of risk pervades the enterprise

· Risk management is everyone’s responsibility

· Risk managers have a power to veto and the power to drive risk awareness and management agenda

· Uncertainty is accepted and managed accordingly

· The risk culture is defined and enshrined

The Bank will further strengthen its Fraud and Corruption Prevention Plan to prevent and detect corruption from any source within the organisation including employees, customers, suppliers, and other service providers. The Plan is updated on an annual basis and will continuously evolve as the Bank makes changes and improvements in its drive to promote ethics as well as fight fraud and corruption. 

Land Bank’s major risks

The Bank’s focus areas for enterprise-wide risk management for the year identify the following main risks:

· Operational Risks

· Market Risks

· Liquidity Risks

· Credit Risks

· Strategic Risks

7.3

Information Systems
The Bank is currently implementing a SAP based system, which seeks to provide an integrated banking and financial package solution designed to streamline business processes.

The new information system will enable the Bank to offer a broad range of customisable financial products. It will improve customer service, enable rapid product delivery, deliver user friendly, accurate, consistent data information and increase efficiency.

7.4

Improving management capacity from top to bottom

The Bank will have to employ a number of senior level management during the financial year 2007 / 2008 to address the issue of lack of capacity at the top. A comprehensive review of the Human Resources initiatives, including those underway from 2005 / 2006 and those that will continue into the corporate plan period are outlined below.  

a) Selection, recruitment and retention of key personnel were identified as HR issues that need to be addressed in the business model. There were specific concerns that employees are placed in the wrong roles and are under-developed and under-utilised. The objectives of improved performance in the area of selection, recruitment and retention will be demonstrated through retaining properly skilled and qualified staff, the introduction of succession planning, staff promotions both horizontally and vertically across the organisation, enhanced career advancement opportunities, and appointing the best skilled person that match the job. 

b) A Performance Management Process has been implemented, however it requires some improvements which include aligning it better with the output of each employee, regular review of employees  and ensuring the system contributes to the development needs of the employee. 

c) The process of rewarding and recognizing the performance of employees is currently considered to lack alignment to their accomplishments and outputs, hence a need to improve. 

7.5
Managing and Protecting Capital     
In the past few years Land Bank’s net capital and reserves have been reduced significantly due to bad debt write-offs and provisions for bad debts in line with the new accounting standard known as “AC133: Financial Instruments: Recognition and Measurement” and International Accounting Standard IAS 39.  This has resulted in the reduction of its capital adequacy to below 10% of risk weighted assets in terms of the Banks Act.

Compared to other development finance institutions like DBSA and IDC, Land Bank capital adequacy is currently low for its risk profile. In terms of the Bank of International Settlements (BIS) risk philosophy, the degree of capital required to support a bank is dependent on the level of lending risk undertaken by the Bank.

The higher the level of risk, the greater the degree of capital required. Historically Land Bank’s capital adequacy has been kept above 15%. Currently the ratio is 7%. In order to provide sufficient cushion for future adverse events that may beset the agricultural sector and to restore investor confidence in the financial strength of the Bank, a prudent capital adequacy level would be at least 20% .The Auditors have suggested a minimum adequacy level of 15%.

This low level of capital adequacy will limit the Bank’s ability for growth and to fund development. The Bank’s current capital adequacy of 7% means that the Bank can only fund almost seven cents of each one Rand of risk weighted assets which makes private sector investors nervous as they are taking bigger risks for each Bank loan. National Treasury has given the Bank a R1.5 billion letter of support to reduce the concerns of the financial markets.

7.6

Business Efficiency

The following indicators will be used to determine business efficiency:

i. Financial Performance (%)

· ROE

· ROA

· Annual loan book growth

· Profit or Loss before abnormal items (R)

· Net Profit or Loss (R)
ii. Operating Performance (%)

· Net interest margin on total assets

· Net interest margin on loan book

· Provision for Loan Losses
· NPL’s to total loans

· Non-interest income as % of operating income

· Cost to income ratio

iii. Capital adequacy

· Equity to total assets

· Tier 1 Capital as a percentage of Total equity

· Tier 2 Capital as a percentage of total equity

iv. Employees

· Total employees
· Average cost per employee
· Operating income per employee
· Profit or loss before abnormal items per employee
· Net profit per employee
· Loan book per employee
· Total assets per employee
· Employment equity
Growth in Loan Book

The Land Bank current loan book is divided into three segments, loans made by the Bank directly to commercial farmers termed the retail book, loans to corporate clients, usually cooperatives and agribusiness termed the wholesale book (Corporate Finance) (these loan book will be referred to as the commercial loan book), and loans to beginning and emerging farmers and agribusiness termed the development book. The growth targets for the two segments of the loan book are as follows:

	LOAN GROWTH
	Mar.2007
	Mar. 2008
	Mar. 2009
	Mar. 2010

	COMMERCIAL (Including Agri-BEE)
	R16,4bn
	R15bn
	R11,8bn
	R12,9bn

	DEVELOPMENT

Rand 
	R790 m


	R1,29bn
	R1,79bn
	R2,79bn

	TOTAL
	R17,2bn


	R16,3bn
	R13,6bn
	R15,7bn


Business Efficiency

Business efficiency is measured as the ratio of total costs to total income. The key performance objectives are as follows:

	Business Efficiency
	Mar. 2008
	Mar. 2009
	Mar. 2010

	Cost to income ratio
	93%
	75%
	61%


Loan Book Quality

Loan book quality is measured by the total value of the non-performing loans (those with arrears greater than one year) as a percent of total loans. The following targets have been set:
	LOAN QUALITY
	MAR. 2008 
	MAR. 2009
	MAR. 2010

	NON PERFORMING LOANS
	15%
	10%
	8%

	DECREASE IN NON -PERFORMING LOANS *
	15%
	17.6%
	19.8.%


* This is achieved through the implementation of an effective recovery process

Profitability 

Land Bank uses several indicators to measure profitability. Net Interest Margin is the net interest income divided by the average performing loan book. The Return on Assets is the ratio of net profit toverage total assets. Return on Equity is the ratio of net profit to average total equity (see capital adequacy below). 

	PROFITABILITY
	MAR. 2008 
	Mar. 2009
	Mar.2010

	Net interest margin  
	3.6%
	4.5%
	5.09%

	ROE
	-7.88%
	7.3%
	13.05%


Capital Adequacy

Capital adequacy is measured by the ratio of shareholder’s equity to average total assets. 

	CAPITAL ADEQUACY
	MAR. 2008 
	MAR. 2009
	MAR. 2010

	CAPITAL RATIO* 
	6.04%
	8.5%
	10%


* Excludes Capital Injection of R700m

Non-Financial Performance Indicators

Non-financial indicators include activities related to the achievement of the Land Bank mandate, especially in terms of the development mandate, land transformation and AgriBEE. The non-financial indicator targets for the upcoming three years are as follows:

	NON-FINANCIAL INDICATORS
	TARGET  2007 - 2009

	Development Programme
	Implement the farm management operation 

	Human Resources
	Achieve employment equity follows:

                         2007            2008            2009
African             41%             41%            42%

Coloureds        12%             14%            15%

Indians             5%               5%              6%

Whites             42%             40%             37%

	Branding
	Launch the revitalised Land Bank brand and improve image

	Client relations
	Improve client satisfaction based on survey results

	Safety and Health
	Promote better health and safety for clients and staff

	Credit Management
	Decrease the number of non-performing loans, in both the commercial and development books 

	Environment
	Make loan policies and Bank practices  environmentally friendly 

	Risk Management
	Effective implementation of Enterprise-wide risk management framework  

	Information Systems and Processes
	Implement SAP in the Bank

	Employee Well Being
	Develop and implement HIV/AIDS policy 


7.7
Operational Plan
The new business model requires the structuring and restructuring of units of the Bank in order to fulfil the requirements and objectives of the bank. Operational plans will be required in the following areas:

· Marketing  of products and offerings

· Budgeting and sales 

· Operational processes and procedures

· Positive financial performance

· Rationalisation of facilities and locations

· Development indicators

· Operational efficiency milestones

7.8
Targets Monitoring and Impact Measurement
In the course of business, the Bank needs to evaluate the effectiveness and impact of the Bank’s activities. Each operational plan will include a set of clearly defined indicators with specifically measurable targets within given time frames. The elements of this monitoring framework will include:

· Key milestones

· Timelines

· Qualitative and quantitative measures

7.9 
Capacity to Deliver On Corporate Plan
The Bank’s capacity to deliver will depend on the following:

· Access to finance

· Access to research resources

· Appropriate skills acquisitions e.g. Project Managers, Development Financial and Management Skills, Agri-Specialists
· Working closely with DoA and DLA thier initiatives.
The Corporate plan is signed in accordance with the Public Finance Management Act.
__________________________

Chief Executive Officer

Date:

__________________________

Chairperson of the Board

Date:

__________________________

Minister of Agriculture and Land Affairs

Date:
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