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STATEMENT BY THE BOARD OF DIRECTORS

The appointment by the Cabinet of the present board on the 05 March 2008 was a firm step to stabilise, turnaround and rebuild the Land Bank.  The Land Bank has an opportunity to transform into a twenty-first -century integrated enterprise that would not be viewed as a competitive necessity but also as a benefit to society.  The Land Bank has the platforms, tradition of excellence and pillars that would mutually reinforce the development of emerging farmers and cooperatives as well as help commercial agriculture maintain high standards and continue to increase the production of food.

Exactly a month after the board’s appointment, the following meetings had been held, 3 Board meetings, 3 Operations committee, 2 HR committee meetings, 3 Audit committee meetings, 2 Credit and Risk meetings and 1 Land Bank Insurance Company board meeting.  This high incidence of meetings is precipitated by the need to stabilise the Bank. 
The board and management are confident that the enormous abiding role that the Land Bank plays in the agricultural sector would ensure that its search for differentiation would result in new customer/financial products being reinvented for its twenty-first century values on the strength of the Land Bank’s values that were laid down almost a hundred years ago.

This corporate plan is the preliminary turnaround strategy and budget and it, serves to advise Honourable members of the Parliamentary Committee of Agriculture and Land Affairs that the board is working hard on stabilising the Bank and it also provides understanding and scenarios which the board seeks to utilise in its consultation with sector stakeholders and role players while it is working towards finalising a turnaround strategy.  The turnaround strategy consultant would investigate and analyse the agricultural industry structure and the factors that drive its competitiveness and profitability, as well as to investigate and analyse the internal capabilities, competencies and weakness of the Land Bank.

The turnaround strategy would provide the inspired pathway that the Land Bank has to embark on in its resilience to harness new technology in building systems and policies that are more flexible and customer-centric and to establish a network of partners and suppliers so as to increase the capabilities and competencies of the Land Bank in order to enhance the Land Bank’s delivery of products and services.

The Bank further holds the view that subsistence farming can no longer be an afterthought that is confined for self-serving purposes as the present global food crisis requires that subsistence farming should be the starting point of food production in order to maintain adequate food security levels.

1.
EXECUTIVE SUMMARY

Since the deregulation of the agricultural sector in 1996, which involved removal of state subsidy to farmers, price fixing, and import regulations the agricultural sector has faced various challenges.  Competitiveness had to improve for the sector and inefficient farms could not survive, employment levels decreased in the agriculture sector from about 1.2 million in 1993 to about 900 000 in 2002, and to about 886 000 in 2006.
These challenges meant that the agricultural sector and agricultural financing were open to more risks.  Government set a target of redistributing 30% of white owned agricultural land by 2014, about just over 4% was redistributed by end of 2007. 

The Land Bank’s performance on supporting emerging farmers has equally been minimal.  About R821 million of the R4.2 billion Land Bank’s retail book could be classified as development loans, representing about 20%.  

In addressing the slow pace of land reform, the Government has set a target of redistributing 5 million ha of white owned agricultural land by 2009 to 10 000 new black farmers.  This offers an opportunity for the Land Bank to increase its finance to Previously Disadvantaged Individuals (PDIs) in the acquisition of land.
The Land Bank has unique factors that present exciting opportunities for lending to emerging farmers thereby contributing to growth in the agricultural sector.  The Bank can issue Bills that have a liquid asset status for financing agricultural cooperatives, which should assist in establishing new agricultural coops, it understands the agricultural sector, and has a mandate to promote food security, agricultural enterprises and commercial agriculture. 

As producer prices rose in response to the weaker rand and grain prices internationally also rose, the outlook for the agriculture sector for 2008/09 is positive.  Although some sectors of agriculture are experiencing pressure, there is optimism that the improvement that was experienced from 2006/07 will be maintained in 2008/09.  Players in the food value-chain should benefit from the improved financial position of the sector.
The improved performance of agriculture gives a platform for the Bank to look for opportunities to fund new ventures and increase development farmers’ participation as well as increase its exposure to some of the sub-sectors, particularly farm improvement products and process related activities. 
The food crisis is affecting especially the poor as reflected in the emerging global social crisis. It is viewed that this can be mitigated by increased food production which will necessitate an increase in financial support for farmers. 
The Bank is in the process of implementing a new operating business model. The model reflects a strategic re-focusing and emphasises bringing new players into the mainstream of the agricultural sector as a priority, through increasing its reach - 47 service points across the country over three years. The Bank will continue to finance commercial farming.
The Bank is developing a turnaround plan that seeks to ensure the Bank’s financial performance is improved to ensure long term sustainability, improve operations and find a sustainable funding model, especially for financing development. The Bank targets an improved financial performance by the end of this fiscal year even though the full implementation of the turnaround plan is three years.
The Bank will form partnerships with other entities to extend its reach in financing agriculture and support emerging farmers. These include commercial banks, international development finance institutions, co-operatives (old and creation of new coops), the Departments of Agriculture (DoA) and Land Affairs (DLA), Provincial Departments and other agricultural structures. The Bank will also play an active role in the development of new co-operatives to stimulate participation in agriculture and ensure successful development ventures. 

In refocusing its activities on development, the Land Bank will stratify its loan portfolio into two business centres; the emerging farmers fund, commercial farmers fund. The business centre focussing on emerging farmers will provide loans to emerging farmers matched with government grants for the future of the farmers to be viable.  The second business centre will provide 100% loan finance to commercial farmers.   

The successful implementation of the turn around strategy to deliver on the development mandate will be measured against the following 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

· Working closely with DOA and DLA in respect of the integrated grant management process

· Food security, at both national and household levels – contribution towards overall production in the sector.
The implementation plan ensures that the executive management and the Board of Directors are able to track performance against set targets.

2
OVERVIEW OF THE LAND BANK

The Land and Agricultural Development Bank of South Africa (“the Land Bank” or “the Bank”) was established in 1912 to promote development of the agricultural industry. From its establishment until 1936 its focus was only on emerging commercial farmers providing mortgage loans in the form of long term funding that was provided by the National Treasury. A number of institutional support mechanisms were in place to augment the services that the Bank provided; these included:

· The Agriculture Marketing Act (1936) to:

· Promote price stability by fixing prices

· Regulation of imports of agricultural products 

· Reduce risk for financing agriculture 

· The  Farmers Assistance Board was created in 1962
· Agriculture Credit Boards were established in 1966 

The support structure has however changed over time:

· The National Treasury funding to the Bank ceased in 1959 when the Land Bank became financially sustainable
· The Marketing Act was revoked in 1996 and this allowed for price fluctuations and imports, as part of deregulation of the economy inline with the rest of the economy
· Agriculture Credit Boards were abolished in 1999

· The Land Bank bills that qualified for liquid asset status increased from R50 million in 1980 to R3 billion in 1986 but declined and by March 2007  were R558 million. The decline in the value is attributable mainly to conversion of agricultural cooperatives to corporations and also to the increased number of public entities that could issue bills that qualify as liquid assets creating competition for Land Bank bills
· A new legislative setup for the Bank was introduced with the amendment of the Land Bank Act by Land and Agricultural Development Bank Act, 15 of 2002 (“the Land Bank Act” or “the Act”) which enjoined the Bank to focus on assistance and support of previously disadvantaged individuals and being a development finance institution.

The Land Bank is and remains a key player in the agricultural sector.  It is wholly owned by the South African Government. The Bank provides retail, wholesale to development and commercial farmers, (individuals and business entities) and is the sole shareholder of the Land Bank Insurance Company (LBIC), which provides insurance products to the Bank’s clients as well as in identified areas within the agricultural sector. 

The Bank’s performance judged over the past five years shows the following trends:

· A decline in its capital levels due to high non-performing loans and write-offs. To increase the levels of capital, the government made a R700 million capital injection in October 2007
· It has been making losses, with a loss of R99, 5 million in the 2007 financial year end
· It has been constrained to deliver on its development mandate

· Currently it has about R821 million of development loans 

· To raise funding for development in the financial markets has been difficult, as a result, the Land Bank 
· It has lost market share to commercial and agri-businesses.  
The Bank however has unique opportunities: 
· Government support

· Government guarantee

· Exempt from income tax

· Capital injection by the Government 
· The Land and Agrarian Reform Policy – which targets redistribution of land
Furthermore, there is opportunity that the prevailing factors in the sector will offer more financing opportunities:

· Rising food prices – production is likely to increase with the expectation by producers that they will receive higher prices
· High input costs

· Improvement of farm incomes are likely to increase production

The Bank continuously responds to government policies and initiatives. The establishment of the “National War Room for a War Against Poverty” provides opportunities for the Bank to play a more meaningful role in poverty alleviation and food security. 
The AgriBEE imperatives also present the Bank with options for financing in areas that the Bank has not traditionally financed.  The Bank is also focusing on supporting government in delivering on the priority project of Land and Agrarian Reform.

The Bank must develop a proper mix of resources that will allow the Bank to direct its activities towards the sectors that are in most need, and the empowerment of emerging farmers and agri-businesses and ventures. 

The corporate plan seeks to set the parameter within which the Bank will execute its mandate and improve its financial performance. 
A three (3) year view, in line with the MTEF, is taken in the corporate plan and is subject to review annually.

This corporate plan also enables the Bank to support the joint mandate of Department of Agriculture (DoA) and Department of Land Affairs (DLA) of land and agrarian reform.  The mandate of DoA is to oversee the development of the agricultural sector and that of the DLA is to ensure the successful implementation of land reform.
3
THE BANK’S MANDATE
The Bank’s long term goals and short-medium term objectives are based on the expected outcomes derived from the Land Bank Act. They must respond also to and be adjusted to align with government policies as well as to the socio economic conditions. 
The principal purpose of the Land Bank is to promote, facilitate and support the development of agricultural sector in terms of:

(a)
equitable ownership of agricultural land, in particular the increase of ownership of agricultural land by historically disadvantaged persons;

(b)
agrarian reform, land redistribution or development programmes aimed at historically disadvantaged persons or groups of such persons for the development of farming enterprises for agricultural purposes;

(c)
land access for agricultural purposes;

(d)
agricultural entrepreneurship;

(e)
the removal of the legacy of past racial and gender discrimination in the agricultural sector;

(f)
the enhancement of productivity, profitability, investment and innovation in the agricultural and rural financial systems;

(g)
programmes designed to stimulate the growth of the agricultural sector and the better use of land;

(h)
programmes designed to promote and develop the environmental sustainability of land and related natural resources;

(i)
programmes that contribute to agricultural aspects of rural development and job creation;

(j)
commercial agriculture; and

(k)
food security.

The Bank does this by mobilising funds and providing financial services.
4
THE VISION, MISSION AND SUPPORTING VALUES
4.1 Vision

The vision of the Bank is “to promote, facilitate and support the achievement of sustainable food production and security, to contribute to the development of rural economies and growth of the agricultural sector”.

4.2 Mission

To achieve the vision, the Bank’s mission is:

· To promote and facilitate access to ownership of land by previously disadvantaged individuals

· To increase the levels of productive land use

· To support emerging farmers

· To support commercial farmers

· To promote agricultural entrepreneurship

4.3
Supporting Values

The Bank realises that corporate culture and values are the backbone of an organisation. The Land Bank values provide a guideline on how internal processes are to respond to service provision and how staff must deal with both internal and external relationships. The Bank’s values are:

· Integrity: Honest and ethical conduct of ourselves in all of our interactions. Honouring the dignity and worth of all.   Ensuring fairness and equitable access to our services both amongst ourselves and by external stakeholders
· Professionalism and service excellence:  Executing all activities in a professional manner thereby ensuring that we exceed delivery expectations for quality, responsiveness and value to our customers 
· Accountability:  Taking personal ownership to meet commitment
· Cost Consciousness: using all Bank resources in the most cost effective manner
· Innovation:  Open and receptive to new ways of conducting ourselves and our business, seeking to continuously improve service delivery

5
ENVIRONMENTAL SCAN AND BUILDING CAPACITIES
5.1
External Environment
The Bank’s activities are affected by various environment factors present in its sphere of operation.  Consequently, the Bank aligns its policies and activities to respond to these factors.  The development of the corporate plan has taken account of the political/policy, economic, social, technological environment and legal/institutional drivers in its operating environment.

5.1.1
Political/ Policy Principles

The Bank’s strategic direction and operations are guided by the imperatives of the South African government, which its main aim is to transform the society, and reduce poverty and unemployment.  In his report to the ANC conference in December 2007 and in the State of the Nation Address, the President of South Africa indicated that most sectors had been performing well, however, agriculture lagged behind, especially in relation to transformation and creation of an equitable society.  In that respect, the government has expressed the need to accelerate land and agrarian reform including the facilitation of the transfer of 30 percent of agricultural land to historically disadvantaged persons. The Minister of Agriculture and Land Affairs, in the context of the “National War Room for a War against Poverty”, has identified food security and land reform as imperatives. 

The continued increase in food prices has heightened concerns as it poses a threat to food security to especially the vulnerable communities.  

The implication for Land Bank is that as one of the development finance        institutions, it is expected to contribute to development in the agricultural sector.  It is a vehicle to drive transformation of the sector.  Equally, the Land Bank is expected to play an increasing role in food production to alleviate the impact or effect of high food prices.

The Bank must also contribute to the implementation of Land and Agrarian Reform Policy (LARP), which has been initiated to accelerate agricultural development through a delivery mechanism that provides a “one-stop-shop” for agricultural and other support services close to farming and rural communities through (for the next two years):

· Redistribution of 5 million hectares of white-owned agricultural land to 10,000 new agricultural producers

· Increase Black entrepreneurs in the agri-business by 10%
· Provide universal access to agricultural support services to target groups
· Increase agricultural production by 10-15% 

· Increase agricultural trade by 10-15% 

In response, the Bank is aligning its delivery network to facilitate and/or finance land transfers, provide production financing, establish agricultural entrepreneurs, and facilitate agricultural support and market access.  This alignment will be done in line with the location of district municipalities across the country.
The size of the agricultural sector is valued at R90 billion in terms of Value of Agricultural Production.  A large percentage of this contribution to agriculture is dominated by white individuals.  In an attempt to correct the skewness of the sector, the AgriBEE Charter has been Gazetted, a sector strategy to implement Black Economic Empowerment.  The objectives of AgriBEE are to facilitate Broad-based Black Economic Empowerment in the agricultural sector by implementing initiatives to include Black South Africans at all levels of agricultural activity and enterprise.  

The scorecard of AgriBEE is based on the following elements;

· equity ownership: divided into general ownership and agricultural land ownership
· Management control: aims to increase the number of black people and black women at levels of control
· employment equity
· skills development
· preferential procurement
· enterprise development and 

· Rural development, poverty alleviation and social investment
These elements will inform the Bank in designing its strategic approach and policies. Land Bank is geared to facilitate achievement of the AgriBEE targets both directly and indirectly, through clients and partners. 

5.1.2
Economic Environment

Economic growth, internationally and nationally, has been slowing down since the last quarter of 2007 as the subprime mortgage crisis in the USA spilled over into the world’s financial markets and real economies.  The credit crunch that followed caused central banks to inject large amounts of liquidity into their money markets to stabilize interest rates and to restore confidence.  Fears of an impending recession surfaced in the USA and the Federal Reserve cut the Fed funds rate, supported by a fiscal package, to avert a possible recession.  Greater uncertainty in the financial markets caused equity prices to decline and the gold price to firm sharply.  The international economic outlook for 2008 has deteriorated and this will impact on the South African economy.

The following economic factors will impact the performance of the agricultural sector in 2008/09:

· Household consumer demand in South Africa until the third quarter of 2007 remained buoyant and with the deficit on the current account of the balance of payments rising and inflation accelerating, the Reserve Bank was forced to adopt a more restrictive monetary policy stance with the repo rate being raised to 11,5 per cent in April 2008.  The repo rate has increased by 450 basis points since June 2006 and this has had an effect on consumer spending.  

· The electricity problems which surfaced strongly in January 2008 may have an impact on food production. 
· A weaker rand could give new impetus to the inflationary forces in the economy
· The rising food prices will affect the ability of the poor to access food. The rise in food prices is also one of the major contributors to rising inflation.

The development of the international bio fuel industry and the robust economic growth recorded by emerging economies such as China and India are in the process of imposing a structural adjustment on the world’s agricultural industry.  Relative agricultural prices have changed, the demand for certain products such as maize, sugar and wheat has accelerated, the increasing food inflation and the struggle to adjust production to the changed environment by some of the agri-industries like the livestock and dairy, also affect prospects in the sector.  Consumer’s adjustment of pattern of consumption to the change in relative prices also must be taken into account.

The South African agricultural sector is currently experiencing an increase in production and profitability.  Weather conditions have improved; agricultural production is rising; producer prices have firmed; profits are rising; land prices are appreciating; the weaker rand exchange rate stimulates exports; cash-flows have turned positive and debt/asset ratios are also improving.  Farmers in general can consolidate their financial position, however, input costs are rising rapidly, mainly driven by energy prices, and this will require farmers to contain rising costs while improving productivity.  The livestock industry has been particularly affected by input costs (feeds) that have risen sharply and by slow producer prices.

A good maize crop can be expected for the 2007/8 planting season and the price for maize to remain high.  It can also be expected that wheat production will be stimulated in the 2008/9 season.  The weaker rand and the tariff protection provided to red meat producers shield the livestock industry from import competition – although South Africa is a net importer of meat.  
The prospects point to the agricultural sector making a meaningful contribution to the growth performance of the South African economy in 2008. The economic conditions and optimistic prospects for the agricultural sector are ideal for the establishment of emerging farmers in agriculture.  However, this outlook is mitigated by an environment of high land prices; high interest rates and high input costs. 

There are opportunities for the Bank to support the requirements for agricultural sector, especially the emerging farmers.  The increase in costs implies a potential demand for financing, though risk may be high and the Bank will have to tighten its risk management to mitigate against repayment risk.   

5.1.3  Food Security
Food is increasingly getting beyond reach for the poorest nations as consumers worldwide grapple with the spike in prices of basic commodities. Freak weather conditions are a factor. But so are dramatic changes in the global economy, including higher oil prices, lower food reserves and growing consumer demand. The world’s poorest nations still harbour the greatest hunger risk.  What is rare is that the spikes are hitting all major foods in most countries at once. 

Causes of the food crisis

The food price crisis emanates from a range of factors; located both at international and local levels. 

· Internationally:
· Drought in Australia and part of US and Europe

· Development of the biofuel industry: had effect on maize, sugar, oilseed
· Withdrawal from wheat production

· Rising standards of living affected consumption volumes of grains, oils, proteins (India and China)

· Rising input costs for livestock production (due to grain prices). 

Locally:
· Overflow of international prices (affecting input parity prices): SA import all basic food items except maize

· Growth in domestic demand and higher standard of living
· Strengthening of the Rand after 2002 that reduced the profitability of export farmers and consequently reduced production
· Drought and damage to crops in the grain growing areas in 2006/07
· Monopolistic tendencies in the food industry.
Agricultural input prices
The increase in agricultural input prices are creating challenges for farmers to produce.  The following summarizes the changes in the prices of selected input items.
	Input
	%

	Fertilizer
	104.8

	Chemicals
	35

	Wheat seed
	15.05

	Agricultural Machinery
	10.8

	TOTAL AVERAGE
	41


Table 1: Change in Agricultural input prices: 4/l2007 to 4/2008
.

Price of some inputs such as fertilizers and diesel increased dramatically as shown on Table 1 and fig 1.  This results in higher output prices, with the implication for higher requirements for financial support.  
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Graph 1: Diesel price increase

Implications of the food crisis 
The general implications for the agricultural sector are that: 
· There is scope for increase in the production of maize and wheat
· Livestock potential for growth is restraint by high input costs, high capital requirement, and consumer resistance
· In view of prices and good climatic conditions, wheat planting and production is expected to increase (from 1,8 m tons to more than 2 m tons)

· An increase in production does not happen immediately, as there is a need to prepare the area and allow production cycle 

· An increase in area for production of grains, means withdrawal of pasture from livestock
· Increase in production requires development of new markets and protection
· Government intervention in the situation must be in the long term interest of the agricultural sector
Implications for the Land Bank are:
· While there is potential in grain production, Land Bank is constraint in providing increased finance due to industry and client concentration and overexposure
· Land Bank can finance directly individual farmers who need medium term loans for equipment
· The high grain price is opening the scope for emerging farmers to enter the production of grains – ring fenced credit facility by Land Bank, with some incentives from government can be made available for this purpose

· For food security, there is scope to increase production, but for finance they require grants funding

In addressing emerging farmers in food production the following are to be considered:
· Millions of hectares idle in old TBVC states due to:

·   Inadequate access to credit

·   Lack of access to markets

·   Lack of economies of scale and organisation

·   Inadequate extension and support

· Collaboration needed to get this land into production:

·   All stakeholders to cooperate (DoA, Land Bank, Coops, Organised Agriculture, etc)

·   This programme will require financial resource amounting to billions of rands

· The emerging commercial farmers group will grow due to the 30% land reform objective.  Newly settled farmers often produce a lower output because of:

·   Inadequate access to credit

·   Lack of experience and knowledge

·   Lack of economies of scale and organisation

·   Inadequate extension and support

To support the emerging farmers, the following will be required:
·   agricultural coops assistance

·   mentoring availability

·   training and capacitation
·   Agribusiness’s willingness to assist

5.1.4
Market Overview

Potential Agricultural Finance Market

The market size can be measured in two ways; the total costs of farming requirements and the Value or Gross Income of the agricultural sector.

The cost of farming is a more direct indication of the size of the market since farm financing is about financing inputs.  Gross income is important in view of the fact that it affects the creditworthiness of farmers and ability to buy inputs.

Table 2 shows the estimated Total Agricultural Market for finance based on farming requirements.  The annual market is estimated at about R90 billion, excluding possible land reform transactions. 

The estimation of production and establishment costs is based on the actual area planted with the various commodities and the average cost per ha for each commodity. The investment in machinery and implements in agriculture for the year ended 30 June 2007 and gross capital formation in agriculture for the year ended December 2005 are used as a basis for estimating the financing needs for fixed improvements and the purchase of vehicles and implements. The market for land is based on a turnover of 4% in terms of the market value of agricultural land totalling R 85,238 billion. From the table it can be seen that ( 85% of the total financing needs in agricultural comprises production costs which, in general constitute high risk financing, while only ( 5% of the needs consists of relatively low risk land transactions.
	
	R ‘000 000
	Percentage (%)

	Short-Term Production Cost
	79,563
	85.4

	Medium-Term Re-establishment Costs
	1,037
	1.1

	Fixed Improvements
	3,604
	3.9

	Vehicles and Implements
	4,192
	4.5

	Long-Term Purchase of Land
	4,733
	5.1

	TOTAL
	93,130
	100


Table 2: Estimated Total Agricultural Market for Finance (2008/09)

Table 3 shows the total financing needs per individual industries and on a provincial basis. For the total market of about R90 billion, livestock financing constitutes more than half of the credit requirements.  This implies that there is a need to extend credit to the livestock industry which is experiencing a recovery after the drought of 2003.  Input costs in the industry have escalated sharply and producer prices are stabilising.  Field crops are the next biggest industry, followed by horticulture.  Field crops, particularly grains and oilseed, are currently experiencing a revival in income due to good crops at high prices.  However, due to concentration risk considerations, the Bank may not be able to take full advantage thereof.  South Africa is a net importer of wheat but the prevailing high wheat price should stimulate production in 2008/9.  

Provincially, Free State and Western Cape provide the largest scope for financing; the Free State is propelled by livestock and grains, while Western Cape is driven by wine, deciduous fruit and poultry and ostrich.  Kwazulu-Natal, Mpumalanga and North-West are driven by livestock and field crops farming.  The last provincial groups include Eastern Cape and Gauteng both driven by livestock, with Eastern Cape mainly small stock and fresh milk, and Gauteng mainly feedlot and poultry.  Limpopo is mainly driven by horticulture and Northern Cape by small stock.
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Total

Prod. Cost

Deciduous Fruit 320,093,196 28,396,552 8,630,380 0 110,113,473 15,383,455 17,996,893 1,137,919,263 3,218,677,233 4,857,210,446

Subtropical Fruit 280,667,838 4,450,080 369,623 240,024,229 325,238,016 455,130,985 2,039,620 4,375,912 24,993,380 1,337,289,683

Wine Grapes 0 0 0 0 0 0 0 121,903,025 2,443,847,107 2,565,750,132

Citrus 558,425,010 0 0 154,694,573 526,873,133 472,728,068 1,453,823 18,310,305 379,408,380 2,111,893,290

Vegetables & Other 497,515,203 888,397,925 132,177,498 366,833,676 1,168,544,277 701,125,220 196,128,595 343,907,374 934,850,255 5,229,480,021

TOTAL HORTICULTURE

1,656,701,247 921,244,557 141,177,501 761,552,478 2,130,768,898 1,644,367,727 217,618,930 1,626,415,879 7,001,776,355 16,101,623,572

Grain

104,596,641 5,834,377,460 445,510,000 408,540,000 388,000,000 2,269,400,000 2,549,191,250 1,010,306,680 1,282,446,500 14,292,368,531

Oil seeds

2,050,000 745,800,000 30,660,000 63,710,000 134,750,000 347,000,000 582,300,000 5,100,000 1,320,000 1,912,690,000

Sugar cane ¹

0 0 0 3,875,259,619 0 780,126,688 0 0 0 4,655,386,307

Other

4,134,000 0 0 27,709,000 146,087,260 241,038,160 82,995,000 28,659,840 1,008,000 531,631,260

TOTAL FIELD CROPS

110,780,641 6,580,177,460 476,170,000 4,375,218,619 668,837,260 3,637,564,848 3,214,486,250 1,044,066,520 1,284,774,500 21,392,076,098

Red Meat: Beef, Sheep, Goats & 

Pigs

2,627,951,676 3,576,233,606 2,034,778,012 1,720,498,282 849,826,965 1,420,278,558 1,657,018,254 1,639,448,197 826,569,258 16,352,602,808

Poultry

414,627,364 2,669,334,721 2,850,323,638 964,470,897 427,877,514 998,155,053 3,157,354,497 25,625,984 2,143,901,666 13,651,671,334

Fresh Milk

1,906,780,500 1,974,918,000 161,046,000 1,925,307,000 176,791,800 649,924,800 846,416,100 128,098,500 1,796,925,600 9,566,208,300

Ostrich 258,768,357 881,208 1,195,925 59,009 5,118,089 0 1,341,482 10,255,847 2,221,392,082 2,499,011,999

TOTAL LIVESTOCK

5,208,127,897 8,221,367,535 5,047,343,574 4,610,335,188 1,459,614,368 3,068,358,411 5,662,130,333 1,803,428,529 6,988,788,607 42,069,494,441

TOTAL Production Cost 6,975,609,785

15,722,789,551

5,664,691,075 9,747,106,284 4,259,220,526 8,350,290,987 9,094,235,513 4,473,910,927

15,275,339,462 79,563,194,110

Re-establishment Cost ²

Deciduous Fruit 35,838,854 3,064,875 765,525 0 9,701,550 1,674,447 1,609,533 98,213,017 320,378,901 471,246,703

Subtropical Fruit 16,673,785 201,600 21,076 15,535,899 23,228,743 31,505,378 92,400 198,240 159,600 87,616,720

Wine Grapes 0 0 0 0 0 0 0 18,091,800 362,694,800 380,786,600

Citrus 19,009,971 0 0 5,266,131 17,935,878 16,092,666 49,491 623,322 12,915,866 71,893,325

Other 621,072 439,128 191,520 3,704,544 9,632,088 7,883,784 154,584 3,047,904 194,256 25,868,880

TOTAL Re-establishment Cost

72,143,682 3,705,603 978,120 24,506,574 60,498,259 57,156,275 1,906,009 120,174,282 696,343,423 1,037,412,228

Capital Expenditure

Gross Investment in Fixed 

improvements

296,254,966 389,907,998 95,539,693 368,644,667 362,876,091 339,366,134 286,745,265 379,057,677 1,085,821,502 3,604,213,994

Gross Investment Vehicles & 

Implements

262,344,637 871,036,558 186,885,755 394,488,521 355,778,884 498,159,879 466,928,337 303,945,182 852,218,254 4,191,786,006

Land transactions

389,281,065 512,341,794 125,539,815 484,401,630 476,821,681 445,929,436 376,785,253 498,084,397 1,426,776,929 4,735,962,000

TOTAL Capital Expenditure 947,880,668 1,773,286,349 407,965,263 1,247,534,818 1,195,476,656 1,283,455,449 1,130,458,855 1,181,087,256 3,364,816,685

12,531,962,000

TOTAL ESTIMATED 

AGRICULTURAL 

MARKET

7,995,634,136

17,499,781,504

6,073,634,459

11,019,147,677

5,515,195,441 9,690,902,710

10,226,600,377

5,775,172,465

19,336,499,569 93,132,568,338

¹ Re-establishment cost is included in the production cost.

² Provision is made only for the re-establishment of existing orchards and not for additional expansions.

Table 3:  Estimated Total Agricultural Market per Province and Industry


Land Bank’s Share of the market 
The opportunity for Land Bank at current participation level of 12% share of agricultural debt is at about R11 billion.   This is based on the current marketing strategies, and products and competitiveness.  However, there is scope to focus on the development of emerging farmers in line with the government’s priority to redistribute 5 million ha of land and establish about 10 000 entrepreneurs thereon in 2 years.  According to Table 4, the estimated costs of the programme is about R30 billion and there is opportunity to increase the Emerging Farmers Loan book by R12 billion with the additional possibility to manage the grant funding required to support the farmers.  This is based on the assumption that Land Bank is the preferred facilitator of this programme.

[image: image3.emf]Total Cost

Own assets 

from 

beneficiaries 

(20%)

Total Cost to 

be Financed

Grant 

Component 

(60%)

Loan 

Component 

(40%)

Land Transfer (5 m ha) 12,299.4 0.0 12,299.4 7,379.6 4,919.7

Vehicles 3,324.4 664.9 2,659.5 1,595.7 1,063.8

Livestock 4,686.6 937.3 3,749.3 2,249.6 1,499.7

TOTAL ASSETS 20,310.3 1,602.2 18,708.1 11,224.9 7,483.2

Production Cost Need 4,614.7 0.0 4,614.7 0.0 4,614.7

Aftercare & skilling 5,000.0 0.0 5,000.0 5,000.0 0.0

Living Expenses 250.0 0.0 250.0 250.0 0.0

TOTAL 30,175.0 1,602.2 28,572.8 16,474.9 12,097.9

R million

Estimated Cost for Land Transfer Transactions (Transfer of  5 000 000 ha 

≡

 10 000 farmers) 


Table 4 
Land Bank’s share of the market

The total agricultural debt is currently around R41 billion.  While the total agricultural debt is increasing, its ratio to assets is declining – mainly due to the increase in the value of land. 


Graph 2

5.1.5
Social Environment

Poverty and inequality still characterise the South Africa’s social setting.  The aim of the Reconstruction and Development Program and other government initiatives were aimed at reducing the incidence of poverty and the inequality.

The majority of households, especially in the rural areas, depend on agriculture for likelihood.  Most of these farmers are vulnerable to food insecurity and experience poor access to services. 
The global food crisis raises concern for food security especially for the economically marginalised. Although there has been some improvement in the living conditions of the poor, the food crisis and the rising food prices present a challenge.  
The Bank must therefore create an operating environment that will provide support to subsistence/small scale farmers to not only be enabled to graduate to emerging commercial farmers and for them to be able to participate actively in the mainstream activities of the economy but also provide food security at a household level. There is therefore scope for Land Bank to demonstrate development impact.  

5.1.6
Technological Environment

The Bank must take cognizance of developments in technology.  These developments are experienced in the agricultural sector specifically and generally in the economy.  The Bank should consider the use of appropriate technologies to service farmers. There is experience in the continent in the use of cellphone banking as a tool in agriculture finance.
5.1.6.1
Agricultural Technology
Agricultural technology is driven by the development of new genetic material and new methods of production.  This includes; new seeds varieties (cultivars), new livestock breeds, new input technologies (in the form of fertilizers, mechanization, and other chemicals), organic farming, genetically modified technology (GMOs), as well as new infant products (nutritional, herbal, cosmetic) are also being developed.  These new developments impact on lifestyle of households and individuals.  

There are opportunities for the Bank to support these technological developments.  Farmers may need financing as they adapt their practices. However, the Bank has to find a balance with regard to these technologies, especially as at times they bring controversies.
5.1.6.2
Systems

The banking sector and service organization are taking advantage of new information technology developments in cell phones and internet based services.  These technologies enable service organizations to reduce their costs of transaction, while improving efficiencies. Farmers should similarly find efficiencies in employing technology.   Equally, the Bank should leverage available technology for efficiencies in its operations as well as enabling its customers better, cheaper and faster access to its services.
5.1.7
Environmental issues
Agriculture depends on the environment and natural resources.  The activities of agriculture also have implications for the environment and natural resources.

The environmental issues include:

· Energy requirements, including the limitations of capacity to provide energy, are affecting potential to grow agriculture.  The need to expand energy generation capacity may result in pressure on environment

· Global warming and climate change agricultural planning 
· Land degradation: limits in the availability of space for agricultural production.  With implications for new agricultural methods

· Water use and rights

· Land use

· Land tenure.
5.1.8
Legal and Institutional Environment

The Bank operates within a defined legal framework that influences the way the Bank operates.  The key pieces of legislation are:

· The constitution

· Land Bank Act: mandating the Bank to mobilize funds and provide financial services in order to promote, support and facilitate agricultural development
· National Credit Act: guides the Bank to provide financial services in responsible manner
· Public Finance Management Act: guides the Bank on governance of public finances
· National Treasury Regulations: guidelines and rules on financial management and good corporate governance.
There are a range of institutional settings within which the Bank operates namely; the agricultural support system, the Development Finance Institutions (DFI) system, and the banking system. Within the agricultural support system, the Bank is mandated to promote, support and facilitate agricultural development by providing financial services.  Other organizations in this sphere include National Agricultural Marketing Council (NAMC) for marketing, Agricultural Research Council (ARC) for agricultural research, Onderstepoort Biological Products (OBP) for biological products and animal diseases, as well as Perishable Products Export Control Board (PPECB) for perishable products exports.  Led by the Department of Agriculture, this system is expected to provide support in the development of agriculture.

DFI’s provide leadership in their respective areas. As part of the DFI network, the Land Bank’s primary focus is development of agriculture.  It is therefore imperative for the Land Bank to provide guidance and leadership in agricultural development.  

The Land Bank as a provider of financial services may be seen as a competitor to commercial banks that have recently developed great appetite in funding agriculture. However, the Bank should be seen as a hub for innovative solutions for agriculture and development of new market segments that could graduate to be eligible for financing by the private sector within the Bank’s wider cooperation strategy.
5.2
Internal environment

5.2.1
Historical financial performance

Table 5 below demonstrates the financial performance of the Land Bank over the past three years, which shows the following:

· The loan book declined

· Net margin declined

· Net losses

· Increase in and high operating costs

· Decline in the quality of the loan book

· Low levels of capital

· Increase in cost to income ratio

	. Financial Indicator
	2005
	2006
	2007

	Total Assets (Rbn)
	20.1
	17.6
	19.1

	Net Interest Margin Before Provisions (%)
	3.3%
	2.4%
	2.8%

	Net Profit/(Loss) (Rm)
	(208)
	(100)
	(135)

	Cost to Income Ratio (%)
	54.8%
	58.9%
	81.0%

	Non Performing Loans (% of gross loan book)
	14.0%
	11.4%
	15.3%

	Capital Adequacy Ratio (CAR) excluding R1,5bn Gaurantee
	7.30%
	5,76%
	5,95%

	Capital Adequacy Ratio (CAR) including R1,5bn Guarantee
	14.7%
	13.6%
	14.3%


Table 5
Land for Development Transactions 

The Land Bank established a Unit referred to as the Land and Development Finance Unit ( “LDFU”) to finance acquisition of land for non-agricultural purposes. Advances were approved from 2006 and as at the end of a total of 9 advances with a loan balance of R 554 545 091 were disbursed.

The Bank obtained a legal opinion to the effect that these advances were not in line with the Bank’s mandate as prescribed by the Land Bank Act .The Bank is in the process of recovering the outstanding advances with the objective to minimize the financial loss as far as possible.

Interaction with all the interested parties has taken place and the Bank needs to respond to request for settlement arrangements on all the accounts.

A forensic audit was conducted, which highlighted the financial exposure the LDFU portfolio holds for Land Bank. Furthermore, legal opinion was sought which recommended a specific process to follow, which is currently being pursued. 

High value non-performing loans
The Bank has a number of high value non-performing loans. The Bank is currently pursuing appropriate avenues to recover monies owed under these loans.
5.2.2
Comparison with other agricultural banks/Benchmarking
	Bank
	Land Bank
	National Bank for Agricultural and Rural Development (NABARD)- India
	Agricultural Bank of Turkey
	Principal Bank for Development & Agricultural Credit – Egypt
	Agricultural Development Bank of China

	Type of institution
	Agricultural development bank under special law
	Apex agricultural development bank under special law
	Development bank and under special law 
	Agricultural development bank under law
	Agricultural development bank under special law

	Ownership
	Government owned
	Reserve Bank of India and Government owned
	Government owned
	Government owned
	Government owned

	Total assets (US$)
	1.7bn
	9.2bn
	22bn
	2.8bn
	93bn

	Total outstanding (US$)
	1.6bn
	8.4bn
	..
	2.2bn
	90bn

	% of loan portfolio allocated to the agricultural sector
	100%
	90%
	60%
	80%
	100%

	Main sources of funds
	“Bonds and debentures (75%) Equity (20%)”
	“Reserve Bank of India (RBI) credit line (14.5%) National Rural Credit Fund (28%) Bond issues (13.5%) Deposits (20%)”
	“Deposits from the general public and public institution Equity”
	“Term deposits and savings Equity Borrowing from international development agencies
	Central bank credit line (85%)


Table 6
Source: Adapted from KPMG

The essence of this table is to demonstrate that agricultural finance in other countries is either funded by governments, deposit taking institutions, or institutions that offer a range of services that are not only concentrated in agriculture.

5.2.3 Products and services

Compared with commercial banks, the Land Bank has a very narrow product range that consists of a simple debt products range whereas the commercial banks offer a more holistic offering. However, Land Bank terms are generally less stringent than those of commercial banks; for instance land Bank allows longer repayment periods on mortgage. However, its financial norms are outdated resulting therefore in the Bank taking a more conservative credit view.

The Land Bank income consists mainly of interest income whereas the commercial Banks charge a wide range of transaction and service fees. 

Although the Bank’s focus as an agricultural development finance institution allows it to develop specialist capacity and skills, there are skills shortages in some areas, such as:
· Evaluation and monitoring of farms
· network and reach
· technological infrastructure  
· processing capacity 
5.2.4
Market share

Even though the agricultural debt increased from about R16b in 1990 to about R42b in 2007, the Bank’s share relative to this growth has declined. The commercial bank’s financing in 1990 was about R5b and has grown to about R30b and that of the Land bank declined to under R5b.
5.2.5
SWOT Analysis

	Strengths

	· Agricultural state funding agency (fully owned by government)

· A 97 year old established brand 

· Support from government – guarantee, capital funding, exempt from paying income tax

· Competitive traditional agricultural products 

· Trusted agricultural financier

	Opportunities

	· Wide range of stakeholders

· High demand for Land Bank products & services (for new & emerging farmers)

· Expectation to finance and support development

· Existing agent for development programmes

· Land and Agrarian Reform Project

· Creation of new coops

· Partnerships with new and existing coops

	· Weaknesses


	· Inadequate information technology

· Weak credit risk management

· Inadequate skill and capacity in critical areas

· Loss of skill over time

· Weak marketing and brand

· Weak financial management

· High cost of funding

· High cost to income ratio

	· Threats

	· Funding

· Diminishing public confidence

· Prolonged uncertainty /Corporate stability




Table 7
The external and the internal environments as discussed above present a wide range of implications for the Land Bank.  
In considering its strategic and operational plans, the Bank needs to take them into consideration.  While some implications have been raised in the discussion, some specifics include; 

· The need to align to government policy direction, which currently is centred around the acceleration of land and agricultural reform.  

· The economic environment provides a great chance for agricultural sector to contribute to the economy.  The high interest rates and increasing food prices compel the Bank, as a development finance institution, to take a more prominent role in promoting sustainability in agriculture
· The social challenges and the need to help emerging farmers still require the Bank to make and demonstrate a development impact (through capacity building and employment)

· The Bank has an opportunity to leverage on technology developments.  The Bank will have to be more innovative in its business and systems to take advantage of the technology
· The Bank has to ensure its financial support does not exacerbate environmental problem.  May require participation in network of sustainability and environmental forums and projects
· The institutional climate provides scope for the Bank to lead and mobilize the agricultural stakeholders, by forming partnerships within the agricultural support system, with other DFIs and agricultural institutions in order to create and develop new markets in agricultural financing
· The Bank’s performance in the last five years is indicative of weaknesses, particularly in financial and credit risk management. The bank needs to address speedily the weaknesses in its system in order to ensure effective turnaround in performance, to enhance and leverage its strengths, counter the external threats and take advantage of the opportunities that are presented.

6
OPERATING PRINCIPLES 
The bank operates on the principles of:

· Accessibility. It operates through a network of branches, currently twenty seven but intents over three years to increase its reach 
· Direct and indirect lending to agriculture, forming alliances and partnerships. Cooperatives and agri-businesses  are used to wholesale funding
· Strengthening its internal human resource capacity. It currently has a permanent staff complement of 613 excluding vacancies

· Promoting efficiencies in operations

· Supporting emerging farmers

7
EMPLOYMENT EQUITY TARGETS

	Year 
	Feb-09

	Business Units
	Female
	Male
	 

	BU
	A
	C
	I
	W
	A
	C
	I
	W
	Total

	CEO
	 
	1
	1
	 
	1
	1
	 
	1
	5

	CFU
	9
	1
	0
	3
	11
	2
	2
	12
	40

	Credit
	17
	5
	2
	4
	20
	1
	 
	14
	63

	Development 
	5
	2
	 
	 
	4
	 
	 
	 
	11

	ERU
	6
	1
	 
	 
	4
	 
	 
	1
	12

	Finance
	15
	1
	2
	4
	25
	 
	 
	5
	52

	HR 
	12
	1
	 
	3
	5
	2
	 
	 
	23

	IT 
	8
	1
	2
	2
	10
	1
	1
	7
	32

	Legal 
	4
	 
	2
	1
	2
	 
	 
	4
	13

	Marketing 
	13
	1
	 
	3
	4
	1
	 
	 
	22

	Retail
	45
	25
	10
	108
	66
	38
	9
	108
	409

	Risk & Credit 
	5
	1
	1
	1
	5
	1
	1
	5
	20

	Grand Total 
	146
	40
	20
	129
	133
	30
	10
	201
	717

	% of Headcount 
	20%
	6%
	3%
	18%
	19%
	4%
	1%
	28%
	100%


Table 8
8
ORGANISATIONAL STRUCTURE
The Land Bank is a schedule 2 public entity and reports to the Ministry of Agriculture and Land Affairs. The Board of Directors, the members of which are appointed by the Minister of Agriculture and Land Affairs:
· Directs and controls the operations and business of the Bank

· Implements the policies in the Land Bank Act

· Develops strategies for the efficient management of the Bank

The Board is the accountable authority and members are collectively and individually accountable to the Minister.

The management of the Bank is the responsibility of the Chief Executive Officer, who is an ex officio member of the Board. He is assisted by an executive management that consists of general managers responsible for operations, risk, credit, corporate affairs, legal, human resources, strategy, information technology, the Chief Financial Officer and Head of Internal Audit. 
9
SOURCES OF INCOME
The Bank is financed from two main sources, namely capital/appropriations from Government and the financial and capital markets. In the past few years Land Bank’s net capital and reserves declined significantly due to bad debt write-offs and provisions for bad debts. 

The Bank’s current capital adequacy ratio stands at 11.8% primarily due to the capital injection to the amount of R700million that the Government made in October 2007. However, compared to other development finance institutions like DBSA and IDC, Land Bank capital adequacy is currently low for its risk profile. Historically Land Bank’s capital adequacy has been kept above 15%. 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, as well as prefund any bad debts out of the current loan book, a prudent capital adequacy level would be at least 20%. 
The low levels of capital adequacy also limit the Bank’s ability for growth and to fund development. 
The Bank therefore needs recapitalisation in order to achieve financial stability as well as deliver effectively on its mandate. The recapitalisation requirement is expressed in the budget based on targeted growth for development, with a proposal for explicit government guarantees on Bond issues. The assumptions that have been used in determining the amount are:
· A capital adequacy ration of 20% (proposed to the shareholder)
· Future growth of the development book
· Current levels of long term funding based on market perceptions of the Land Bank
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STRATEGIC OBJECTIVES
Based on the Land Bank Act, the Land Bank has set itself the following goals

· Finance ownership of land (PDI) 

· Agrarian reform and development programmes for emerging farmers 

· Financial Services for the rural economy

· Support Commercial agriculture

· Ensure food security 

· Support creation of employment opportunities
These targets are underpinned by a commitment to long term financial sustainability, improved delivery systems, improved governance and control, and achieving customer satisfaction. 

11.
OBJECTIVES (SHORT TO MEDIUM TERM GOALS) 
The Bank has identified five strategic priorities to enable it to achieve its mission and ultimately the vision. These priorities are:

11.1
Short - medium term (12-24 months) objectives
The Bank’s short to medium term objectives are to:
· Stabilising the business by;

· Enhancing management Capacity 
· Controlling and effectively managing costs and enhancing revenue
· Ensuring the Implementation of effective risk management processes and policies 

· Implementing information systems and efficient processes

· Service delivery

· Implement a new business model to delivery on its development mandate 
· Implement a new funding model 

11.1.1 Stabilising the Business
11.1.1.1
Enhancing management capacity

The Bank will undertake a skills audit. The results of the audit will assist in rationalising the Human Resource Capital and to bring it in line with the organisational requirements.  The implementation of the skills audit will be supported by:

· A selection, recruitment and retention of programme 
· rewarding and recognizing performance of employees 
· realignment of the organisational structure to ensure organisational operational efficiency and sustainability and support to the operating model. 

The Bank will adopt a Performance Management System that will provide focus on specific key performance areas in order to achieve specific key performance outputs. The Performance Management System will be based on the balanced score card approach and methodology and will centralise turnaround strategies and strategic initiatives in the Land Bank’s business processes. 

The filling of vacant senior and critical positions will continue in the 2008/09.

11.1.1.2

Management of cost and revenue

Realising that there are two drivers of financial performance, the Bank will ensure that its cost structure is in line with its levels of revenue and is efficiently managed; it will also ensure that it maximises its revenue streams through identification of opportunity areas for growth of the loan book and new sources of non-interest income. Furthermore, it will strengthen efforts on collection of bad debts and improve the quality of the loan book.

The following indicators will be used to determine business efficiency:

i. Financial Performance 
· 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

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
Business Efficiency

Targets on cost to income
	Cost to income ratio
	Mar. 2009
	Mar. 2010
	Mar. 2011

	Commercial 
	68.0%
	60.2%
	45.3%

	Business Development
	60.0%
	55.0%
	50.0%

	Emerging farmers
	212.4%
	112.4%
	59.1%


Table 9
Loan Book Quality target
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:

	NON PERFORMING LOANS
	MAR. 2009 
	MAR. 2010
	MAR. 2011

	Commercial
	9.6%
	6.1%
	3.4%

	Emerging
	12.0%
	7.1%
	4.9%

	Business Development
	5.0%
	5.0%
	5.0%


Table 10 
11.1.2

Risk Management

11.1.2.1  Enterprise-wide Risk Management 

The Land Bank risks have been managed through 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 challenge in this framework has been implementation, which has been weak.
The ERMF has taken into consideration the need for accountability and to this end it includes an accountability matrix of board committees and their roles in risk management.

Risk management is an integral part of the business of the Bank.  Land Bank group has adopted seven 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’s focus areas for enterprise-wide risk management for the year identify the following main risks:

· Strategic Risks

· Credit Risks

· Liquidity Risks

· Market Risks 

· Operational Risks

· Statutory and Regulatory Risks

· Key Top Risks

11.2.2   High level risks related to strategic objectives 

	Objective
	Associated Risks
	Mitigation Strategy

	Ownership and access by previously disadvantaged groups of agricultural resources such as land is increased.


	Delay in the land reform program of the department of land affairs.

Effect on turnaround times because of informal nature of target market
	Establish relationship with other government structures that are operating in the same sphere to ensure that targets set are met

Introduce change in business processes



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


	No clearly defined policy and strategy


	Incorporation of Co-operative strategy

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


	Defaulting clients on loans

Facilitate the establishment of co-operatives

Over regulation in an informal environment
	Review and revitalise our product offering to cater for the target market and client needs.

Strengthen our monitoring and after care services to help clients manage their business obligations

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


	Not enough established commodity producers and marketers
	Encourage diversity in the market to cater for the national needs of food security

	Creation of employment opportunities in the agricultural sector.


	None availability of skilled people to take up created employment opportunities
	Engage and establish relationships with training and education providers


Table 13

	Major Risk Categories
	Risk Mitigation

	Credit Risk

The Bank is in discussion with a number of commercial banks to assess their appetite to participate in securitizing the large Corporate Finance exposures.
	· Cheaper cost of finance to the Bank as the original lender

· Funding diversification from traditional bank finance

· Conversion of illiquid assets into cash

· Increased business without new capital outlay

· Transfer of risk (total or partially)

· Isolation of the assets from creditors

· Enhanced  credit rating 

· Ensure centralised control and regular updating of securities values 

· Ensure continuous monitoring and control of accounts in arrears

· Ring fence he non-performing loan portfolio

· Vigorous monitoring and management of irregular and legal recoveries accounts 

· Vigorously pursue non-performing assets and written off accounts

· Additionally, all large exposures have been reviewed and the respective clients have been directed to provide a plan to reduce exposures to levels acceptable to the Bank. Some of the clients have already commenced implementation of their exposure reduction plans. 



	Liquidity Risks

The Interest Rate and Liquidity Risks function provide the information needed for decision making.
	· Replacement of current Alco Risk model with a more real-time risk measurement system i.e. source Alco information continuously

· Development of a real time interface between the Land Bank’s operating systems and the Alco risk model 

· Develop capability / tool to support decisions on new funding or business proposals made by divisions on a proactive real-time basis (measure impacts immediately etc).
· Organize meetings with and engage investors and restore their confidence in the Bank.
· Engage other possible sources of funding such as Multilateral DFI’s

	Market Risks

The Trading Risk function was established as a result of gaps identified in independent risk reporting
	· Calculations of daily Value at Risk (VaR) figures on the total balance sheet and establishes a limit that would be acceptable to the Risk Committee of the Board
· Assistance provided to Treasury in the development of new products that will reduce the cost of funding of the Bank. 


	Operational risks
	· risk awareness campaign 

· management committee that identifies and ensures that risk mitigation plans are executed

· A ‘hotline’ for the reporting of fraud in the Bank 

· Review Fraud and Corruption Prevention Plan (FCP Plan) to prevent and detect corruption, updated on an annual basis

· review of all systems, policies, procedures and processes and an audit to ensure compliance

· monitoring system on the implementation of the turnaround plan 



	Statutory and Regulatory Risks

Four pieces of legislation have been identified as the core legislation that underpins the very nature of the business of the Bank. Non-compliance to these, may or can severely threaten or limit the continued viability of the business. These are:

· Land Bank Act 

· Public Finance Management Act (PFMA) 

· Treasury Regulations 

· National Credit Act 


	· Continue with development of further risk management plans according to the Compliance Plan for 2008 in order to be prepared to roll out the full compliment when timing is better.

· Compliance created a checklist, containing detail of all submissions that are required in terms of PFMA and Treasury Regulations. 

· Regular follow-ups are conducted to ensure awareness of the deadline and timeous submission. 

· Compliance measures implemented to ensure compliance with the above legislation are in the process of being revised to better fit a development focus and rural context.
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Furthermore the Bank has identified Key top risks that are allied to the new strategic direction. Following are the challenges that present a potential digression and stymied progress in achieving the objectives:

	1. Key Top Risks
	Solutions 

	1. Financial sustainability 


	· Budget control 

· NPL monitoring and timely intervention 

· Development of funding model 

· Product pricing (balanced product mix) 

· Increase of client profile both development and commercial 

· Management of personnel and other operational costs 

	2. Non-attainment of business mandate (new business model) 
	· Strengthening development strategy 

· Develop and implement development operational plan 

· Establish relationships with key industry players 

· Partner with industry service providers to enhance product and service offering 

	3. Reputation of Land Bank 
	· Stabilise and demonstrate competence of business in delivery of mandate 

· Eradicate fraud and corruption (fraud & corruption plan) 

· Monitor and improve the Bank’s service delivery to ensure client satisfaction 

· Consistent and regular communication with customers and stakeholders 

	4. Management and personnel 
	· Conduct personnel vetting of permanent staff 

· Ensure a continued skills audit is undertaken to align talent pool with delivery imperatives 

· Source development oriented management and support personnel to ensure sustenance of vision and mission 

· Acquire and retain the right skills mix 

	5. Poor service delivery 
	· Improve turnaround times 

· Prioritise product development 

· Enhance bank visibility 

· Increase the bank’s market base 


 Table 15
11.3

Information Systems

In 2002, the Bank took the decision to replace its aged banking and finance systems and later its human resources management system. The status of the system change is as follows.

· The finance system was implemented in November 2005. However, there are challenges with the finance system which include resources to run and support the system

· The banking system scheduled to be implemented in April 2007, was after a number of delays with the implementation, the Bank took the decision to suspend the implementation, amongst others, to determine compatibility of the banking system with its new business approach and the reasons for the repeated failed implementations. The Bank will, during the course of this financial year determine whether to continue with the implementation or to source a new system. 

· The implementation of the human resources system was to be phased in. The first phase was scheduled for “go live” in August 2007. Although this phase was implemented in June 2007, the Bank has experienced a number of post implementation challenges and as a result, the planned phase two was suspended. As with the Banking system, the continued implementation is under consideration. The Bank is committed to implementing a human resources system within this financial year.

The Bank’s review of the implementation of the information systems entails ensuring that the systems will provide an integrated banking and financial package solution designed for streamlined business processes and that the Bank is able to offer a broad range of customisable financial products. It should improve customer service, enable rapid product delivery, deliver user friendly, accurate, consistent data information and increase efficiencies.

. 
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11.4
Service delivery/distribution channels

The Bank is in the process of creating a service standard in line with its business model. These standards will be reviewed on an annual basis and will form an integral part of the Balance Score Card. The Land Bank will develop and implement a basic service delivery programme, focus on policy and strategy development and implementation, as well as on special innovative projects. 

Branch network

In addition to the current 27 branches, the bank will establish additional footprint in the 47 district municipalities. The re-structured branch network will ensure responsive service delivery and efficiency.

Distribution through cooperatives and agri-businesses
The Bank sees the continued support of existing and establishment of new co-operatives as a catalyst for entrepreneurship in the agriculture sector. To this end, the Bank has adopted a cooperative strategy that emphasises partnerships with co-operatives and commodity groups. The identified partners and stakeholders will be engaged to ensure that collectively with the Bank, the key ingredients that a co-operative require to be successful are delivered. The alliances and partnerships will ensure delivery of sustainability for subsistence and emerging farmers. The areas of focus will be:

· Capacity building 

· Institutional development

· Co-operation amongst co-operatives

· Market access linkages

· Advocacy and lobby

· Implementation of the programmes that are stipulated on the partnership agreement

11.2

Delivering on Development
The key element and priority of this corporate plan is refocusing the Land bank to the development mandate, which entails

· Financing emerging farmers 

· Providing non-financial support to ensure success

The success of the Bank to deliver of the development mandate is dependent on government support/grants 

To ensure that the Bank focuses on the development mandate by providing the required support and that it is able to measure its performance, it has stratified its client base on the following basis;

	Criteria
	Subsistence
	Emerging Commercial
	Small – medium Established Commercial
	Large Established Commercial
	Co-op & Agribusiness

	Objective
	Food consumption
	Primary production 
	Primary production
	Primary production 
	Service & processing

	Size
	Small
	Small –medium
	Small – medium
	Large
	Non-production

	Risk
	high
	High – medium
	Medium
	Medium – low
	Med - low

	Technology / infrastructure
	poor
	Fair – good
	Good
	Good
	Good

	Skills
	Low
	Low – medium
	Medium – high
	High
	High

	Market access
	poor
	Fair
	Fair-good
	Good
	good
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The Land Bank will create a business centre that will focus on emerging farmer support, and provide non-financial support: 

· Business Centre 1: Development Farmers 
· Business Centre 2: Commercial
The Bank will ensure service delivery through the increased reach created by the presence in the 47 district municipalities.  The Development Business Centre will provide non-financial support to emerging farmers and support new initiatives in agriculture. 
11.3

Funding Model

The new funding model will encompass:

· Development of appropriate funding models to support the development initiatives and clients
· Continued funding of the commercial loan book.

11.6.1

Funding Model to Support Development

The Bank within the 2008/09 fiscal year, after obtaining the requisite approvals, will establish various funds with sources from the following institutions:
Multilateral Development Finance Agencies

This will be established specifically to fulfil the requirements of multilateral DFI’s.

Multilateral Development Finance Institutions

There are a number of Multilateral Development Finance Institutions (DFI’s) that would support the Bank in its provision of funding for development purposes.  

The lead time to funding with the DFI’s is between 6 months to one year.  In order for the finding proposal to be successful, the Bank must package its development initiatives into projects. The projects would need to address the specific requirements of the funding DFI which would broadly be:

· Poverty Alleviation

· Improve living conditions

· Mobilise resources for economic and social progress

· Job creation

· Project sustainability.

The first projects are only likely to be implemented in the second half of the fiscal year.

Financial Markets Funding

In terms of the proposed funding model, funding raised from the capital markets should be guaranteed by Government for the development book.  For the commercial book the funds will be raised without a government guarantee. 
Commercial Banks & Institutions (Syndicates)

Section 37 of the Land Bank Act allows the Bank, subject to the Public Finance Management Act (PFMA) and with the approval of the Board, to enter into a joint venture with any person for purposes of furthering the objects of the Bank as contained in the Act. Section 3 (2) of the Act states that the Bank must achieve its objectives, inter alia, through facilitation and mobilisation of private sector funding in support of any of its objects.

The Bank will partner with commercial banks and institutions as a response to section 3. The Bank will design syndicated structures with the banks and institutions in order to share the risk of agricultural development.

Insurance products will also need to be structured for the disaster fund (LBADF3) which will be utilised in times of crises or catastrophe to the development farmers. 

Grant Funding

The Bank will work closely with Department of Agriculture and the Department of Land Affairs to ensure an integrated grant management process. There is a need for a better coordination between all parties in channelling the grants and ensuring that appropriate technical assistance is provided to the farmers, such as LRAD and MAFISA.  Grants will also be sourced from DFI’s or other donor funding institutions.

Although the grants will be sourced mainly for capacity building and technical assistance purposes, support the implementation of the business model and to ensure sustainability of farming activities, grant funding will also be used to manage the debt/equity ratio by augmenting loan financing for subsistence farmers and their participation in the agricultural value chain.  

11.6.2

Funding Model 
The Bank will continue to fund commercial activities, in line with its business model, in wholesaling, equity investment and AgriBEE. Funding will be sourced from the capital markets. 

The approved establishment of a R10 billion Domestic Medium Term Note (DMTN) programme will also be used to fund the loan book, through which a bond can be issued in the capital markets. The DMTN programme provides the Bank with greater flexibility as the Bank will be able to select the most appropriate forms of capital market funding from time to time.  
The programme will also allow the Bank to lengthen the maturities of its liabilities depending on the asset portfolio and will allow for more flexibility in issuing instruments to support the funding of the Bank’s development programmes as the Bank will be able to access the capital markets as and when required.  
The nature of funding to a client will depend on the fund from which the client is financed. The following guidelines will be used: 

	Fund
	Nature of finance
	Service to be provided
	Source
	Client base
	Proposed % sourcing

	Commercial
	Loans
	Finance
	Financial markets
	Commercial farmers
	100 %loan

	Emerging Farmers
	Loans & grants
	Finance & non-financial support
	Financial markets & Government
	Emerging farmers
	To be determined by DoA/DLA

Loan: grant

	Business Development/Development Fund
	Grants
	Funding of equity transactions – Land Bank  hold equity in these deals 
	Government/financial markets 
	Emerging and commercial farmers
	Loan/equity finance

	Subsistence farmers
	Grants
	Non-financial support
	Government
	Subsistence farmers
	100% grant


Table 17
12
SECTOR FOCUS AREAS FOR 2008-09
Following from the economic review, government priority areas, the Bank will focus on the following sectors in this fiscal year:

· Land Reform

· Food security

· Crop production and Bio-fuels (includes, but not limited to)

· Wheat, maize, cotton, sugar cane, sorghum

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

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

· Dairy products, cereals, meat products, fish
13
OPERATIONAL PLAN
The implementation plan to realise the objectives set out in the corporate plan is attached as annexure “A”. Each business unit has developed an operational/business plan in line with the key performance outputs.

The Bank has established an internal task team which has the responsibility for the implementation of the operational plans and has further been tasked with ensuring that the plans are implemented. The team operates under the leadership of the Chief Executive Officer.
14
KEY PERFORMANCE AREAS
The Bank will develop in a balanced score card framework,, key performance areas based on the following:
· Effective financial management

· Effective business processes

· Stakeholder satisfaction

· Development impact

· Learning and growth

15
TARGETS MONITORING AND IMPACT MEASUREMENT
The Bank will evaluate the effectiveness and impact of the Bank’s activities on a continuous basis. The operational plan includes a set of clearly defined indicators with specifically measurable targets within given time frames. The elements of this monitoring framework include:

· Key milestones

· Timelines

· Qualitative and quantitative measures

16
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 in respect of their initiatives.
17
 IMPLEMENTATION RESPONSIBILITY

The Board of the Land Bank, the Chief Executive Officer and the executive management will be responsible for the implementation of the strategic initiatives in the turnaround strategy and the business strategy and for the financial sustainability and operational efficiency of the organisation. 

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:

 ANNEXURE ‘A’ - IMPLEMENTATION PLAN FOR 2008/09

HR

	PROBLEM AREA
	SOLUTION 
	COMPLETION DATE

	Structure misaligned to the strategy. 


	Skills audit.

Review Head office and branches structure.

Aligning competencies to strategy.
	31 July 2008

	Staff turnover, recruitment and retention issues.


	Source Senior staff.
Appoint interim consultants to fill critical areas.

Performance based Incentive bonuses.

Succession planning.

Training and development.
	31 October  2008

31 May 2008

31 March 2009

30 June 2008

On-going

	Incorrect employee data.


	Update employee register.

Audit the payroll.

Ensure accurate up to date employee data.
	31 July 2008

	Outdated policies and procedures.


	Review policies and procedures.

Implement the Policies and procedures.

Monitor and mitigate to ensure compliance. 
	31 March 2009

	Poor performance management.


	Set targets for performance management.

Monitor achievements against the set targets.

Address issues of non performance.
	31 May 2008

Monthly; on-going

Monthly; on-going

	Slow progress on Employee Equity (EE) targets.


	Increase the number of EE designated groups.
	31 March 2009

	Low morale and organisational culture


	Develop and Implement a change management program Ensure consistent communication, better employee interrelations and manage internal perceptions.


	31 May 2008; on-going



	Too many acting positions
	Ensure permanent appointment of resources in vacant/acting positions
	31 October 2008 to 31 March 2009


CREDIT

	PROBLEM AREA
	SOLUTION 
	COMPLETION DATE

	Lack of core credit values and discipline


	Regular training of operations and credit staff.


	30 June 2008 & ongoing

	Mis-alignment between credit function  and operational needs
	Unpack operations requirements from credit.

Revisit the credit structure accordingly.

Create capacity to meet the requirements.

Enter into a Service Level Agreement.

Setup engagement forums for credit & ops.

Consider alternative lending/equity structures and practices to address current competitive operational needs.


	30 June 2008



	Lack of credit risk management discipline, focus and dedication
	Ensure adequate competency levels to execute credit risk management.

Enhance credit risk management systems to

Accelerate predictive modelling, application scoring and risk rating.

Implement system controls. 

Identify and manage credit risk inherent in all products (old and new) and activities.

Interact with operational staff.

Entrench culture of risk in portfolio management.

Create visibility of compliance and enforce compliance to policies and guidelines.

Entrench a culture of pricing of loans according to their respective risk profiles.

Ensure regular management information systems (MIS) and reporting to support operations


	31 March 2009, with quarterly monitoring

	Lack of proper and adequate loans disbursement processes.
	Revisit loan disbursement principles, processes, procedures, documentation and management controls. 

Implement security management system

Create capacity and structures to manage emerging and development client portfolios

Ring fence non performing loans portfolio
	31 March 2009

30 September 2008 



	Policies and procedures are not adhered to and outdated
	Review policies and procedures.

Entrench discipline in executing tasks

Make policies accessible to operations

Ensure awareness and compliance to policies

Implement key aspects of Basel 2 guidelines

Implement regular compliance checks
	31 March 2009, monthly monitoring 

	History of undisciplined bad lending practices – leading to poor quality of loan book 
	Entrench a culture of disciplined lending 

Create innovative legal entities/structures to manage and recover bad loans

Set targets on different products performances arrears and NPL’s:

· Performing loans -arrears ≤ 10% of total book

· N PL’s                 ≤ 5% of total book

Set target for write offs and provisions:

· Write offs 15% of total loan book

· Provisions ≤ 5% of total loan book
	30 April 2008; on-going

31 March 2009
31 March 2010

30 June 2010

31 March 2010

31 March 2010

31 March 2010

31 March 2010



	Outdated credit processes and unacceptable turnaround times


	Revisit credit processes

Enhance credit decision making process 

Revisit credit documentation/applications 
	31 October 2008


RETAIL

	PROBLEM AREA
	SOLUTION 
	COMPLETION DATE

	Inaccessibility to target market.
	Introduction of hubs or satellite offices within reasonable proximity to target market.


	30 Nov  2008 to 31 March 2011


	Dilapidated buildings and facilities


	Launch a formal Maintenance of buildings and facilities program.


	30 May 2008

	Under utilized facilities
	Develop and implement a facilities optimisation strategy


	30 Nov 2008

	Products unsuitable for the targeted development market. They are not talking to current clientele, 

Range is narrow


	Review and update current products

Develop & launch new products relevant to the market
	30 September 2008



	Cost of funds too high
	Implement a product funding mix between e.g. Mafisa, treasury funding and/or donor funding.

 
	30 July 2008 

	Credit policies do not compliment the new business model.


	Credit to review credit policies
	31 March 2009

	Inconsistent credit assessment 

	Credit to develop uniform, standard policies, tools, systems, procedures and processes.

IT to Automate certain aspects of the credit scoring and evaluation process.

Create a high-level credit forum to deal with interdependencies, inconsistencies and other issues.


	31 May 2008

31 September 2008

31 May 2008; on-going

	Current personnel not conversant with development imperatives. There are considerable skills mismatches.


	Hold workshops, training and development initiatives for staff.

Ensure the acquisition of appropriately skilled staff.


	31 March 2009

	Poor succession planning 

	Develop and rollout a career path strategy.

HR to Entrench people development into management performance contracts with clear targets
	31 June 2008

	Improve sales capacity

	Recruitment of Sales skilled people

Train current staff on recent sales skills
	30 May 2008-31 May  2009




CFU

	PROBLEM AREA
	SOLUTION
	COMPLETION DATE

	Lack of risk rating model.


	Workshop economic and financial distress prediction models with Risk and Credit.
	31 July 2008

	Lack of sufficient amount of products to deliver excellent customer service.

	Workshop product features and criteria with Risk, Credit & Treasury.

Develop relevant products for the intended target market.

Ensure product diversity and flexibility to suit unique customer requirements.
	30 June 2008

30 September 2008

30 March 2009

	Lack of a proper Customer Relationship Management (CRM) system within the Bank.


	IT to revive the SAP implementation or obtain suitable alternative solution.
	30 December 2008

	Inadequate Business Warehouse & MIS


	IT to implement a data warehouse or Business intelligence Competency Centre capability
	30 September 2008

	Insufficient capacity of agriculture economics analytical and banking business analysis skills.
	Train existing staff in economics, agriculture science and banking business.

Recruit relevant resources with a combination of agriculture, economics and banking business as a minimum requirement.

Or establish business analysis function in credit with flatter structure in CFU, i.e. 2X Account Exec’s, 3 Relationship   Managers and 3 Assistant Specialists


	31 March 2009

30 June 2008-ongoing 

 Pending a decision     

	Lack of competitive pricing and other risk mitigation instruments.


	Work closer with Treasury on pricing for standard products and new product development
	30 April 2009; ongoing

	Declining loan book and decreasing customer base
	Implement a visible and consistent customer interface capability.

Administer transparent and attainable customer incentives. 


	30 June 2008

30 September 2008



	Poor turnaround times
	Streamline processes

Introduce Service Level Agreements
Ensure frequency of approval meetings
	31 July 2008

On-going/monthly


COMMUNICATION

	PROBLEM AREA
	SOLUTION 
	COMPLETION DATE

	Negative publicity
	Rebuild relations with the media 


	31 May 2008, monthly monitoring


	Poor perception  by key stakeholders
	Develop and implement a stakeholder mobilization system outside reliance on the media i.e.  a multimedia public information system.

Launch the new Land Bank website


	30 June 2008; on-going



	Uncertainty amongst both 

internal and external stakeholders about the 

Bank’s position  & business 
	Develop key messages to communicate the work of the Bank using strategic events of the Bank in particular: Announcement of the new Leadership in the Bank.

Hold regional road-show by new leadership to introduce the Bank plans and strategy covered by media with national footprint as well as local media in areas to be visited.


	30 April 2008, on-going

30 June 2008; on-going; bi-annually.

	Lack of  sufficiently diverse communication channels 
	Develop new information and communication tools with the ability to reach out to various stakeholder 


	30 July 2008


MARKETING
	PROBLEM AREA
	SOLUTION
	COMPLETION DATE

	Land bank marketing strategy review.


	Submit Marketing strategy for approval.

Implement the marketing strategy


	30 June 2008

30 June 2008; on-going

	Inadequate, irrelevant and insufficient products to market.
	Put in place a product development capacity.

Refine and launch at least 3 relevant new products to the market i.e. (small holdings, timber, live stock, aqua culture).


	30 April 2008

30 June 2008



	 No formal engagement between Land Bank and an independent advertising agency.


	Develop terms of reference and appoint an advertising agency in line with approved marketing strategy.

Implement the advertising strategy entailed in the marketing strategy.


	31 August 2008;on-going

	Improper CRM (Call Centre Systems.
	Submission to management on relevant system.

Acquisition/outsource of a Call centre for the Bank. 


	30 November 2008

	Insufficient Training and product knowledge


	Training on Product knowledge, attributes, features, calculations and variations. 


	30 June 2008

	Insufficient human capital in marketing to adequately implement the marketing strategy as proposed.
	Recruit and acquire marketing human capital 
	30 June 2008


RISK

	PROBLEM AREAS
	SOLUTION
	COMPLETION DATE

	Operation Risk

	Review risk framework and related strategy.
	Benchmark risk management frameworks with other DFI’s & Banks. 

Revise and implement an adequate risk framework strategy in line with trends and best practice.


	30 May 2008

30 June 2008

	Risk awareness/maturity within the organization.
	Conduct annual risk assessment exercise.

Run on going risk awareness workshops to help encourage the incorporation of risk management in the day-to-day operations of the business.

Submit risk management articles for publication in the internal Newsletter.


	31 May 2008; on-going

31 May 2008; on-going

30 April 2008; on-going

	Inadequate Business continuity plan and disaster recovery centre
	Update and consolidate business continuity plans and ensure business sign-off.

Test the business continuity plan.


	31 May 2008

31 August 2008

	Inadequate operational Risk Committee (ORCO)
	Revise terms of reference of the committee. 

Create new template for reporting.

Consolidate Risk Report from business units.


	30 June 2008

30 June 2008

30 June 2008; 0n-going

	Regional presence of the operational risk practice


	Deploy risk champions per branch
	30 June 2008

	Trading and Market Risk

	Review forecasting model

	Design, develop and implement an adequate forecasting system.


	31 December 2008

	Liquidity risk

	Continue to monitor liquidity positions daily. Continue with the monthly ALCO meetings to manage the Bank’s interest rate and liquidity needs and reporting quarterly to Board Risk Committee. 


	On going/Monthly

On going/Monthly

	Calculation of a Value at Risk (VaR) amount for the Land Bank as well as formulate an acceptable VaR limit to the Risk Committee of the Board is an issue.


	Risk has completed the calculations on the liability side of the Balance sheet.

Furthermore calculations still have to be performed on the asset side of the Balance sheet.
	31 December 2008

	Compliance Monitoring

	The Compliance Policy not approved by EXCO and Board Risk Committee.


	Obtain approval of the Compliance Policy.

Continue to implement and enforce the policy.

	31 May 2008

30 April; on-going

	The roll-out of risk management plans has been delayed
	Continue with development of further risk management plans according to the Compliance Plan for 2008 in order to be prepared to roll out the full compliment when timing is better.


	In accordance with updated Compliance Plan till 31 March 2009

	PFMA Compliance, Corporate Plan, Shareholders Compact, Financial Statements and Annual Report.
	Compliance created a checklist, containing detail of all submissions that are required in terms of PFMA and Treasury Regulations. All applicable business units received a checklist tailor made with requirements applicable only to the unit, with clear deadlines and responsibilities. Regular follow-ups are conducted to ensure awareness of the deadline and timeous submission. Compliance also maintains an open communication channel with the CEO’s office from where the effort is co-ordinated.


	PFMA compliance deadlines (annually)



	To align compliance policies and create procedures that will ensure compliance with formal legislation and regulation whilst operating in a more informal environment
	Continued discussion and communication with other business units, especially operations, in order to gain understanding of the environment in which Land Bank will be conducting its business
	On going/annually


FINANCE

	PROBLEM AREA
	SOLUTION 
	COMPLETION DATE

	Financial year end audit Capacity Constraints


	Appointment of Deloitte to provide financial accounting Support.

Sort-out financial year-end issues.


	31 March 2008

30/06/08

31 May 2008

	SAP Finance systems support constraints
	Appoint external capacity to provide the urgently needed systems maintenance and support.

IT to enforce training and skills transfer as part of the terms of the contract.

IT to Explore the appointment of a permanent internal resource or train and develop already existing resources.


	30 April 2008

For the duration of the contract

31 June 2008

	Inadequate/poor supplier  Database management system 
	Procurement and installation of a supplier data base system.


	30 September 2008



	Approval of new procurement policy
	Ensure sign off of the procurement policy


	30 May 2008

	Budgets not reviewed in line with financial performance targets.


	Review budgets accordingly
	31 May 2008


IT

	PROBLEM AREA
	SOLUTION
	COMPETION DATE

	Misalignment of IT systems and applications
	Business process development.

Proper business analysis.

Current systems audit & analysis.

Core System requirement specification 

Systems design & development.

Systems deployment and maintenance.
	30 December 2008



	IT not business driven
	Upgrade the helpdesk capability.

IT enables the Region/hub strategy.
	31 July 2008

Depending on business



	Inadequate Data Recovery Centre
	Develop Business continuity plans (Risk).

Structure the data recovery centre

Request for Proposals for the Disaster recovery Centre.

Implement Disaster Recovery Plan 

	31 July 2008

	Non compliant contracts
	Audit IT contracts

Renew critical contracts

Embark on new RFP’s
	30  June 2008



	Unstructured and inaccurate data
	Develop a common vocabulary

Develop a meta data framework

Setup a common business intelligence centre
	31 May 2008

31 May 2008

30 September 2008



	Manual processes
	Automate business processes


	30 September 2008

	No formal policies and procedures


	Develop ICT policies

Implement ICT policies
	31 March 2009


ECONOMIC RESEARRCH 
	PROBLEM AREA
	SOLUTION
	COMPLETION DATE

	Lack of systems and capacity to identify and manage economic conduct regular reviews and outlooks (forecasts).


	Acquire relevant systems

Appoint the necessary capacity.
	30 January 2009

31 March 2009

	Insufficient capacity to do systematic industry analysis. 


	Develop plan for interaction with industry.

Establish partnerships with industries.

Regular visit to industries.
	31 December 2008

and on-going

	Lack of capacity and partnerships to conduct research and policy advocacy on agrarian matters.


	Create partnerships and networks with research and other agricultural institutions.

Complement and implement policy research and advocacy.
	31 August 2008

31 August 2008

	Lack of a plan to access and disseminate information in a singular, uniform and systematic manner.
	Develop a plan for information management.

Create business intelligence systems for the Information Bank. 

Establish an Agribusiness Information Bank and Information Centre to serve agricultural stakeholders needs.


	31 July 2008

31 Augusts 2008

31 September 2008

	Lack of Farm Management Support system for current and emerging farmers.


	Develop a farmers support policy and strategy 

Establish a Farm Management Support Centre
	30 November 2008

31 March 2009



	Available information not tailored to the needs of management.
	Analyse, interpret and tailor-make information adequate for management decision support.

Create and Participate in committees & establish forums, multidisciplinary teams and communities of practice to share information.


	30 June 2008; ongoing

30 May 2008; ongoing


 TREASURY

	PROBLEM AREA
	SOLUTION 
	COMPLETION DATE

	Liquidity Management.


	Maintain adequate liquidity buffer.

Increase the interest in Land Bank paper:

Solicit support from National Treasury.

Pro-actively manage the maturity profile of the liabilities and be in constant interaction with current investors into the Bank through meetings and telephone conversations.

Assess the correct timing for registering a DMTN programme to issue long-term funding.

	31 May 2008

	Negative Investor Perception.
	Organize meetings with and engage investors and restore their confidence in the Bank.


	1 July 2008

	Higher cost of funding


	Engage investors and restore

their confidence in the Bank


	31 March 2009

	Lack of funding diversification
	Engage other possible sources of funding such as Multilateral DFI’s


	31 March 2009

	Inappropriate sections of the Treasury Policy.


	Review the Treasury Policy
	30 October 2008
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