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Land Bank is a Schedule 2 public entity in terms of the Public Finance Management Act (No. | of 1999)
(PFMA). Section 52 of the PFMA and Treasury Regulation 29.1 provide that a Schedule 2 Public Entity
and its subsidiaries must submit a corporate plan in the prescribed format covering the affairs of the
public entity for the following three financial years and which includes revenue projection, expenditure,

and borrowings.

The purpose of this Corporate Plan is to reflect on progress to date in delivering on the Land Bank’s
stated priorities, to respond to emerging environmental factors affecting the future strategic direction of
the Bank. It also seeks to support the achievement of the Land Bank Mandate Statement and the

Shareholder Compact.

This Corporate Plan defines the broad outline of Land Bank’s future approach to achieve its Strategic
Focus Areas. It is influenced by, and should be read in conjunction with some critical documents and
strategies which set out the Bank’s broad approach to Stakeholder engagements, responsiveness to
national and sectoral policies, and the fulfilment of the shareholder’s expectations through the
Shareholder Compact.

Among these are:

e The National Development Plan (NDP) 2030 which seeks to utilise land reform work to unlock
the potential for a dynamic, growing and employment creating agricultural sector, among other
things.

e Agriculture and Agro-processing Master Plan which seeks to resolve policy ambiguities and
creating investment friendly climate.

e Sustainable Development Goals (SDGs) which seeks to promote gender equality within the
sector.

e Principles for Responsible Banking (UNEP- Fl) which seeks to promote responsible banking and

sustainable practices from the Bank’s clients.

The Land and Agricultural Development Bank of South Africa, commonly referred to as the Land Bank,
was established in 1912 with a core mission to support and develop South Africa’s agricultural sector. It
was founded by the South African government as a statutory body designed to provide financing solutions
to farmers and agricultural enterprises, thereby promoting food security and rural development in South

Africa.

Land Bank Insurance Company (LBIC) and Land Bank Life Insurance Company (LBLIC) are wholly owned

subsidiaries of Land Bank mandated to provide insurance and risk management solutions. LBIC offers



crop and asset insurance products to both Land Bank clients and other farmers. LBLIC has been offering
credit life insurance products to the Land Bank’s client base since its inception in 1954.
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4.1 THE BANK’S MANDATE

Land Bank’s purpose of existence and mandate is enunciated in the Land and Agricultural Development
Bank Act, No. |5 of 2002 (the Land Bank Act), ! and is summarised as follows: Land Bank’s purpose as

a responsible Development Finance Institute (DFI) is focused on promotion, facilitation and support of:

e Equitable ownership of agricultural land, in particular the increase of ownership of agricultural land

by historically disadvantaged persons;

e Agrarian reform, land redistribution or development programmes aimed at historically
disadvantaged persons or groups of such persons for the development of farming enterprises and

agricultural purposes and access for agricultural purposes;
e Agricultural entrepreneurship;
e The removal of the legacy of past racial and gender discrimination in the agricultural sector;

e The enhancement of productivity, profitability, investment and innovation in the agricultural and

rural financial systems;

1 Government Gazette, 10 June 2002. Land Bank Act No. 15, 2002



e Programmes designed to stimulate the growth of the agricultural sector and the better use of land;

e Programmes designed to promote and develop the environmental sustainability of land and related

natural resources;
e Programmes that contribute to agricultural aspects of rural development and job creation;

e Commercial agriculture; and

Food security

There is a clear alignment between the objectives of the Land Bank Act and those of the Sustainable
Development Goals (SDGs), Principle of Responsible Banking (PRB), the National Development Plan
(NDP) 2030 and Agriculture and Agro-processing Masterplan (AAMP).

Table |: Objectives Framework
The objects of the Land Bank Agriculture and

Ac.t.are.the promotion, National Development Plan Development Goals Agro- processing
facilitation, and support of: Master Plan
5. Gender equality

Linked Sustainable

» Equitable ownership of « Making land reform work to Pillar 1: Resolving

agricultural land, particularly unlock the potential for a 10. Reduced inequalities policy ambiguities and
increasing the ownership of dynamic, growing and creatinginvestment
agricultural land by historically employment creating friendly climate.
disadvantaged persons. agricultural sector

Agrarian reform, land
redistribution or development
programmes aimed at historically
disadvantaged persons for the
development of farming
enterprises and agricultural
purposes.

Removal of the legacy of past
racial, gender and generational
discrimination in agriculture.

* Programmes that contribute to + Support job creation in the I. No poverty * Pillar 2: Creating
agricultural aspects of rural upstream and downstream 4. Quality education enabling
. . . . 9. Industry innovation and .
development and job creation. industries. . infrastructure
infrastructure
* Agricultural entrepreneurship. * Develop strategies that give « Pillar 3: Providing
. new entrantsaccess to comprehensive
* Enhancement of productivity, d lue chai d f
fitability. investment. and product value chains an armer support,
Pro A y., . support from better development
innovation in the agricultural and d ol fi R&D and
| financial svstems resourced players. inance, an
rura Y . extension services.
» Commercial agriculture. + Commercialise some 8. Decent work and economic | e Pillar 5: Enabling
Land f icultural underused land in communal growth markets
and access for agricuitura areas and land reform projects. I'l. Sustainable cities and expansion,
purposes. ' communities improving market
B f land > e Eel et i access and trade
etter use of fand. commercial agriculture I
. facilitation
sector and regions that have
the highest potential for * Pillar 6:
growth and employment. Developing
localized food,
import

replacement and
expanded agro-
processing
eXPports.




* Food security. « Everyone should, at all times, 2. Zero hunger * Pillar 4: Ensuring
have access to sufficient, 3. Good health food security,
nutritious, and safe food. expanded

production and
employment
creation, decency
and inclusivity.

* Promote and develop the + Expand irrigated agriculture; 6. Clean water and sanitation

environmental sustainability of find creative partnerships 7. Affordable and clean
land and related natural between opportunities. energy
LESCUICESY 1. Responsible consumption
13, Climate action
14, Life under water
15, Life on land
16.  Peace and justice
17. Partnerships for the goals
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4.2 THE BANK'’S PURPOSE

The Bank’s Purpose and Mandate is depicted in Figure 3, below:

Figure 3: Mandate and Purpose Overview

Purpose:
Land Bank is a specialist DF| that effectively balances financial sustainability and developmental outcomes to meaningfully
contribute to the development and transformation of South Africa’s agriculture.

Value proposition:

Land Bank utilises financial services and products to address a critical market gap in the economy by facilitating the development and
transformation of agriculture, including agricultural land ownership and use, by promoting growth of the sector and the inclusion of
Historically Disadvantaged Persons in commercial agricultural. The Bank aims to provide, amongst others:

Affordable finance.

Products to close the equity contributions and collateral gaps of new entrants in the market.

Facilitation of comprehensive pre- and post-finance support programmes to improve entrepreneurial success of financed clients.

Facilitation of access to productive agricultural land, and production of high socio-economic impact commodities which willsignificantly
contribute to the achievement of socio-economic outcomes.

4.3 ECONOMIC POLICY POSITION

Land Bank’s Economic Policy Position reflects its commitment to fostering agricultural growth, rural
development, and economic transformation within South Africa. This policy position aligns with national
priorities, such as the National Development Plan (NDP), Agricultural and Agro-processing Master Plan,

and land reform initiatives. Below is a summary of the core components of the Bank's economic policy

position:

I. Support for Economic Transformation and Inclusion

e Objective: Promote inclusive growth as well as the preservation and creation of jobs

through the provision of finance to historically disadvantaged persons.

¢ Policy Position:
o Focus on financing historically disadvantaged individuals (HDlIs), including black-owned,

women-owned, and youth-owned agricultural enterprises.

11



Facilitate access to land and resources for emerging farmers, aiming to create a more
equitable agricultural sector.
Support skills development and provide mentorship programs to empower new entrants

in the sector.

2. Commitment to Land Reform

e Objective: Support sustainable land reform to redress historical inequities in land

ownership.

e Policy Position:

o

Enable financing for land reform beneficiaries and collaborate with government entities
to support land redistribution initiatives.
Provide long-term financial products to enable sustainable agricultural practices on

redistributed land.

3. Agricultural Development and Food Security

O

Objective: Enhance agricultural productivity and improve national food security through
strategic financing and sector support.

Policy Position:

Invest in the agricultural value chain to increase production and food security,
particularly by supporting primary production and agro-processing.

Focus on funding sectors essential to food security in line with the Agriculture and Agro-
Processing Master Plan.

Promote efficient and climate-resilient agricultural practices to ensure stability in food

production.

4. Rural Development and Poverty Alleviation

(0]

o

Objective: Drive socio-economic development in rural areas by improving access to
finance and supporting local agricultural economies.

Policy Position:

Invest in rural areas to stimulate job creation, uplift livelihoods, and reduce poverty.
Support initiatives that enhance infrastructure, access to markets, and supply chains in
rural communities.

Promote rural industrialisation by encouraging investments in agri-processing and

related sectors to foster local economic growth.

5. Climate Resilience, Sustainable Development and Principles of Responsible Banking

(o]

Objective: Promote environmentally sustainable practices to address the impacts of
climate change on agriculture.

Policy Position:

Embed climate resilience into lending criteria, encouraging sustainable land use, water

conservation, and soil management practices.

12



o Align financing with South Africa’s commitments to the Paris Agreement, Sustainable
Development Goals (SDGs) and Principles of Responsible Banking to ensure sustainability.

o Provide financial products that support renewable energy use, waste management, and
resource efficiency in agriculture.

6. Promoting Innovation and Technological Advancement
e Objective: Facilitate modernization in the agricultural sector by supporting technological
adoption and innovation.
e Policy Position:

o Support precision agriculture, mechanisation, and digital solutions to improve efficiency
and productivity.

o Encourage the adoption of technologies that optimise resources, reduce waste, and
enhance yield quality.

o Invest in research and development to promote advancements in agricultural practices,
especially those tailored to local conditions and resource availability.

7. Financial Sustainability and Governance
e Objective: Balance developmental impact with financial sustainability to ensure Land
Bank’s long-term viability.
e Policy Position:

o Maintain a robust risk management framework to ensure prudent lending, asset
protection, and mitigation of financial risk.

o Ensure sound governance practices that align with regulatory standards and enhance
operational transparency.

o Focus on operational efficiencies, preservation and growth of the commercial clients’
portfolio, diversifying revenue sources, and improving loan recovery to stabilise financial
performance.

8. Collaboration and Stakeholder Engagement

e Objective: Strengthen partnerships with public, private, and community stakeholders to
enhance impact.

¢ Policy Position:

o Collaborate with government departments, private sector entities, and development
finance institutions (DFls) to expand funding sources and access to additional expertise.

o Engage with community-based organisations and NGOs to increase reach and tailor
support to local needs.

o Facilitate public-private partnerships to bridge funding gaps and enhance service delivery
in the agricultural sector.

Land Bank’s Economic Policy Position seeks to balance its dual mandate of fostering agricultural

growth and achieving economic transformation. By aligning with national and international development

13



goals, Land Bank aims to make a meaningful impact on South Africa’s agricultural sector, contribute to

rural development, and ensure sustainable and inclusive economic progress.

5.1 VISION, MISSION, VALUES, AND STRATEGIC GOALS

Informed by the legislative and policy mandate, the Corporate Plan articulates Land Bank’s strategic

focus, its vision, mission, organisational values, and strategic goals.

VISION
To be a world-class agricultural development bank that stimulates development, growth, and

transformation; one that drives solid performance and spurs innovation.

MISSION

To collaborate with all stakeholders to build an adaptive, transformed, sustainable, and competitive
agricultural sector that drives environmental, social, and economic development, and contributes to food

security.

VALUES

The Bank’s culture is anchored on its values. Culture is defined by the way we do things at Land Bank.
The leadership team, in consultation with employees, adopted a set of corporate values and the associated

behaviours in support of living these values.

Table 2: Land Bank Values

Contribute meaningfully We seek to always add value in our engagements. Always.

We seek to empower ourselves and each other in the way we
Empower

undertake our work.
Build Organizational synergy = We seek to create a sense of oneness. We will alwaysintegrate.

Be Accountable We do what we say and follow through.

. We see opportunities to do things better and do all we can to make
Be Proactive

things happen.

The Leadership Charter acts as an extension of the values, with a specific focus on leadership behaviour.
While it is true that the organisation’s culture is a reflection of employees’ behaviour, it is acknowledged
that the culture is significantly influenced by the leadership of the Bank. The leadership charter therefore

serves as a guideline for leaders, unpacking both enabling and constraining behaviours.

14



Table 3: Ethical Leadership Charter and Associated Behaviours

Enabling Behaviours Constraining Behaviours
I. Act with integrity and accountability I. Tolerate mediocrity
2. Collaborate to achieve desired results 2. Shy away from appropriate cross-organization

interventions to affectimprovements

3. Empower and enable all (to contributemeaningfully)  |3. Undermine people and governance prescripts

4. Be proactively solutions-oriented 4. Suppress conflict and diversity

5. Build capability through continuouslearning

feedback

6. Encourage open communication and

OVERARCHING STRATEGIC OBJECTIVES

Land Bank has key strategic objectives aligned with its mandate to promote agricultural development, rural

financing, and sustainable land reform. While the specific objectives of the Land Bank may evolve based

on economic conditions, policy shifts, and sector challenges, the Bank’s strategic direction remains

anchored in the following core objectives. These strategic objectives have taken account of the

Shareholder’s expectations as prescribed by the Minister of Finance in the form of a mandate statement

to Land Bank which was communicated to the Bank on the 27t of November 2024, and accordingly

indicated and/or incorporated under the relevant Board-adopted Strategic Objectives:

|I. Development Effectiveness

e Objective: Ensure inclusivity in the agricultural sector by focusing on historically

disadvantaged persons, while continuing to grow the commercial portfolio.

e Actions:

O

O

Increase funding for black-owned, women-owned, and youth-owned farming enterprises.
Foster rural development through financial products designed to uplift rural economies.
Develop affordable finance products to enhance the growth and competitiveness of
commercial farmers.

Finance agricultural value chains and improve food security by supporting both
commercial and developing/emerging farmers.

Encourage sustainable farming practices and climate resilience in agriculture.

Support growth of the agricultural sector and preserve its economic contribution

through disaster relief programmes and provision of insurance against risks.

15



2. Financial Sustainability

e  Objective: Ensure the financial stability and sustainability of the bank to continue fulfilling its

mandate.

e  The Shareholder Mandate Statement for Land Bank includes the following areas

of focus which are pertinent to this Strategic Objective:

O

Successful implementation of the Liability Solution so that the Bank improves the quality
of its loan book, operational efficiencies, development effectiveness, and scale up its
developmental lending in a financially sustainable manner.

Implement corrective strategies to address the high cost structure. The current
restructuring of the Bank should help in developing efficient and effective means of
conducting the business of the Bank.

Adjust the Bank’s “lending-only” Banking model to a model that will allow it to provide

fee-generating services (diversify its revenue stream).

e Actions:

Strive to build and maintain an appropriate funding model.

Reduce cost of funding.

Grow the loan portfolio and diversify revenue streams.

Maintain the quality of the loan portfolio through appropriate structuring, risk
monitoring, effective collections and debt recovery mechanisms.

Monitor adherence to Financial Covenants and Undertakings of Liability Solution.
Diversify revenue with the adoption of Land Management, Trade Finance and Escrow

Account services.

3. Organisational Effectiveness

e  Objective: Build an efficient, capable, and ethical organisation that is fit for purpose.

e  The Shareholder Mandate Statement for Land Bank includes the following areas

of focus which are pertinent to this Strategic Objective:

O

Strengthen organizational capacity to deliver on the Bank’s mandate.

e Actions:

O

Continue to build on the Bank’s agricultural and credit risk expertise.

Adopt a performance-obsessed culture.

Embed a sustainably effective and efficient Operating Model.

Define and implement a credible Employee Value Proposition.

Embed Process Reengineering capability in the organisation.

Adopt Client Centric model (Relationship Management) to address portfolio

monitoring at the coal-face.

16



o Strengthen the Workout and Restructure unit to enable effective management of

distressed clients to regain financial stability and minimise the Bank’s losses.

4. Partnerships and Ecosystem Coordination
e  Objective: Leverage the value of Strategic Partnerships to achieve the Bank’s mandate and
objectives.
e The Shareholder Mandate Statement for Land Bank includes the following areas
of focus which are pertinent to this Strategic Objective:
o  Create partnerships with other DFI’s to provide enterprise expertise as well as to offer
funding for farming enterprises that intend to expand across the agricultural value chain.
o Improve relationship with the Department of Agriculture, and other role players in the
agricultural sector, to create and foster partnerships that will enhance and support land
reform and agricultural development for developing farmers with grant funding and
technical expertise.
e Actions:
o Assume and maintain the role of ecosystem coordination and a relevant instrument of
transformation for the State and the Agricultural Sector.
o Leverage Aggregation opportunities and Market Access.
o  Facilitate Pre and Post Finance Support Services.
o Leverage alternative sources of funding.
o  Creation of Partnerships Development capability to work closely with DFI’s to provide
source of funding opportunities to clients and pre and post support.
o Continue to maintain a good working relation with the Ministry and Department of

Agriculture.

These strategic goals, together with the Shareholder’s Mandate Statement for the Bank, will ensure the
appropriate focus that is essential for Land Bank to fulfill its developmental role while ensuring financial
sustainability and alignment with South Africa’s broader economic and development objectives. These
goals are key to transforming the agricultural sector, supporting land reform, and fostering inclusive

growth.

17



5.2 LAND BANK’S GROWTH JOURNEY

Land Bank is an agricultural Development Finance Institution that effectively balances financial sustainability
and developmental outcomes to meaningfully contribute to the development and transformation of South
African agriculture. The successful execution of this objective will enable the Bank to meet all elements of
its mandate and enhance the entity’s ability to source the future capital required for its growth and

refinancing needs.

To realise its strategic objectives, the Bank is required to rethink the core elements of its business model
which will include the client value proposition, as well as the funding and operating models. To enhance
the sustainability and credibility of such a redesign, the Bank has adopted a phased approach. This will
allow the Bank to prioritise strategic initiatives and make effective use of its resources while ensuring that

changes are measurable and embedded in each phase.

The board approved a fit for purpose growth strategy for the bank. The Bank has set in place strategic
objectives to drive the turnaround of the Bank’s performance and set it on a path to financial sustainability
and transformation of the sector. Recognising the state of the Bank post the debt default, there was an

appreciation that the growth trajectory will require three phases to be realised:

Figure 4: Phased Approach

Consolidate (FY26 — FY28)

Overcome immediate going

i Growth (FY29 onwards)
concern challengesand risks.
Implement key enablers to

reposition the Bank as a Contribute towards
Sustainable Development development, transformation
Finance Institution with a clear | ;4 resilience of the sector
Client Value Proposition, through Strategic Funding
enabling Funding Model and Programmes, Sustainable Land
efficient Operating Model. Reform and Eco- System

" Coordination.

Phase | - Stabilisation (FY23 — FY25):

The “stabilisation” phase of Land Bank’s strategic turnaround focuses on the Bank’s immediate priorities
which are required to achieve stability. Initiatives undertaken in this phase will curb further deterioration
in key identified areas and set a solid basis for enhanced mandate alignment and improved financial and

operational performance.
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Phase 2 - Consolidation (FY26 - FY28):

The “consolidation” phase will focus on consolidating the gains that are made in the stabilisation phase,
and to start as process to reposition the bank for the growth phase. The key focus areas of this phase
include changes to the Bank’s operating model, and appropriate capability build and capacitation of the
Bank, in support of the journey towards the desired state. Another important focus of the consolidation
phase is increased expansion of the Bank’s reach through enhanced partnerships, diversified revenue

streams, and a broader ecosystem focus to set the basis for the Bank’s growth phase.

Phase 3 - Growth (FY29 onwards):

The “growth” phase assumes that all the key objectives undertaken in the stabilisation and consolidation
phase have been addressed. The Bank will have repaid its restructured debt, or refinanced it and having
preserved the loan portfolio that will provide the building block for growing the Bank’s future loan book.
An appropriate funding model would have been adopted and sufficiently supported by the Shareholder,
and the revised operating model of the Bank would have advanced towards maturity. These critical pre-
requisites will enable the Bank to scale up its lending for increased development effectiveness in a financially

sustainable way.

5.3 LAND BANK STRATEGIC PRIORITIES AND FOCUS AREAS

Figure 5: Strategy Execution Methodology

22 "

i Consolidation Phase Growth /

50 Stabilisation Phase Desired State
Key Business Focus Areas: Key Business Focus Areas: Key Business Focus
L8 * Preservation of Existing Portfolio and + Maintain delivery of the Focus Areas under the Stabilisation Areas:
prevention of roll-in’s to Stages 2 & 3 Phase, in particular the operating performance of the Bank + Fully Optimized
16 « Collections « Implementation of the Revised Operating Model and Ble:rled Operating
* Recoveries (including disposal of gpitimazation of Opex ! —
14 some cohort of the NPL portfolio + Digitisation Programme P gmbe_dnt\:ntLof:
+ Capacitate for skills to accelerate + Consolidate the process to position the Bank as an E R:s‘:l,r: a:d n
12 Collections and Recoveries Ecosystem Catalyst in the Agricultural Sector | Ecosystem Catalyst
+ Commence with new lending— * Embed Strategic Partnerships for Origination and Pre & role
10 establishment of a new Development Post Finance Support, as reduction of headcount is + Refinancing of Debt /
and Transformation Portfolio undertaken Borrowings
8 * Finalisation of the Operating Model * Ramp up new lending
and Structure to deliver on the + Adherence to the covenants agreed to in the Liability
6 Desired State Solution
* Stabilisation and strengthening of the * Firm proposal of the Bank’s Funding Structure is presented
4 Bank's executive leadership team and processed through the appropriate governan
+ Strengthen internal governance and structures
2 controls — an maintain unqualified

audit outcome

2022 2023 2024 2025 2026 2027 2028 2029

The Bank has significantly progressed on most of the objectives which fall within the stabilisation phase of
the Bank’s turnaround journey. The Bank will therefore be embarking on initiatives contained in the
consolidation phase in FY26, as set out in the Board approved strategy. The following strategic objectives

have been prioritised by the Board, in line with the adopted phased approach:
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Figure 6: Land Bank Strategic Priorities
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Figure 6 shows the strategic priorities adopted by the Board for FY26. The priorities follow a rigorous
assessment process undertaken by Board to evaluate the performance of the phased strategy
implementation journey. Significant progress has been made on most of the objectives which were
planned under the stabilisation phase of the Bank’s turnaround journey. The strategic objectives adopted
by the Board for FY26 are informed by the progress made from stabilisation to consolidation phase, the
curing of debt default status by the Bank, progress made on the on-going implementation of a new

operating model, and a need to improve the Bank’s execution.
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I. Adherence to Liability Solution Covenants and Undertakings

The conclusion of the agreement with the Bank’s lenders on the Liability Solution was finalised and the
implementation of the Debt Restructure Agreement commenced during the latter part of quarter 2 of

FY25. This means the Bank is officially out of debt default.

The focus of the Bank shift towards monitoring the adherence to covenants and undertakings that were
agreed upon with lenders. A tracking tool will be developed by the Bank through the Treasury function

to ensure continuous monitoring takes place and timeous reporting to Board and lenders is undertaken.

2. Improve Loan Book Quality

The growth of the loan book through new quality assets is critical in the improvement of the Bank’s
current loan portfolio which is currently made up of a significant non-performing component. This growth
will be built on the back of the preservation and growth of the existing performing portfolio encouraging
the offering of short, medium term facilities for production and mechanization support. The Blended
Finance Portfolio will be the primary focus of the Bank’s transformation mandate and will focus on long-
term loans to promote land acquisition in pursuit of transformation of land ownership patterns in the
sector, as well as production facilities that are an essential requirement to enable productivity and increase

the viability of servicing the clients’ long term loan facilities.

The adopted relationship management approach which involves management of clients through a single
relationship, from origination of the clients to the monitoring of their performance and adherence to

repayment schedules is an essential element of preserving loan book quality.

The immediate interventions to grow the Bank’s loan book include:
o A defined clear corporate and commercial lending strategy which consist of an improved pricing
model, reviewed concentration limits, and a focus on secondary agriculture;
e Consolidation of the growth of the Blended Finance Portfolio through strategic partnerships and
improved origination processes; and

e Purchasing of quality developmental loan assets.

3. Resolve Challenges with Funding Model

Efforts to resolve the Bank’s funding model is the most essential objective to enable the Bank to fulfil its
mandate in a more sustainable manner. The Land Bank Act makes provision for a number of funding
sources, including state funding, to fulfil this mandate.

The Bank was effectively funded since its establishment to support the sector with long-dated affordable
loans, disaster relief and production finance. The last three decades, however, deviated from this approach.

As a result of limited capital deployment from the state, more reliance was placed on funding from capital
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markets. The consequence was that Land Bank with a high gearing ratio, funding miss-match, high cost of

funding and low tolerance for Non-performing loans.

The Bank has made a submission to National Treasury for a capital funding allocation that is essential for
building the appropriate funding mix for a sustainable Development Finance Institution, and will prioritise
the raising of affordable funding through continuous consultations with investors focused on soft loans,
philanthropic funds, grants and disaster relief, and sourcing of credit enhancement guarantees (non-state

guarantees) to de-risk the loan portfolio.

Encouraging progress is being made to build a pipeline of credible funding opportunities for the Bank, with
prospects for grant funding and borrowings at relatively lower cost of funds and longer tenures than has

been experienced in the last decade.

4. Review Pricing Strategy

The Bank has adopted a pricing strategy which aims to optimise revenue generation while maintaining
competitiveness within the market. The goal was to ensure that an appropriate pricing approach aligns
with the Bank’s unique mission, promotes sustainable growth, and enhances financial resilience. The
adopted strategy involves the utilisation of the Weighted Cost of Funds for determining the appropriate
client and portfolio margins required to sustain the financial sustainability of the loan book. This approach
will ensure that the benefit of the zero cost of the state’s equity allocation to the Bank improves the price

competitiveness of the Bank’s pricing.

5. NPL Remediation

The Board-approved NPL Strategy continues to be implemented, and the focus on close monitoring of
the portfolio and curing of non-performing loans continues. Good progress is realised and will continue
to be made on the reduction of the Rand value of stage 3 book through maximising rehabilitation of stage
2 to stage |. The declining base of the loan book, however, keeps the NPL percentage relatively very high.
Economic conditions and poor public service levels (high energy costs, roads infrastructure, railway
channels, ports entries, water supply, etc.) are placing significant pressures on the sustainability of farming

operations which poses a threat to the quality of the portfolio.

The Bank has also prioritised the restructuring of the low risk and solvent stage 3 clients, considerations
of cash recoveries and write offs, to leverage secondary markets, assist clients to dispose farm properties
and settle exposures. As part of the accelerated foreclosure strategy, collateral on good quality stage 3
legal will be seamlessly activated. The recovery process for the Bank is intended to be managed through

placement of NPL clients on business rescue.
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6. Revenue Diversification and Growth

The Bank is addressing challenges related to its interest margins which are primarily caused by the high
cost of funding and the makeup of the loan portfolio which is made up of largely long-term financing
facilities whose contracted interest rates restricts the Bank from adjusting them in an effort to improve
the negative margins. The Bank’s relatively high cost of funds prevents the Bank from relying on client

pricing to increase interest margins because an increase will make the Bank’s pricing uncompetitive.

Consequently, the Bank’s revenue growth will be focused on exploring several revenue diversification
streams such as non-interest revenue on land management, trade finance, Escrow facilities for clients, and
the offering of credit payment guarantees. The Bank also intends to leverage cross-selling opportunities
by embracing Bancassurance to create avenues for cross-selling opportunities between the Bank and its

Insurance subsidiaries.

7. Cost Management

The effective management of the Bank’s cost structure remains a priority. In the upcoming financial year,
the Bank aims to improve operational efficiencies in order to justify its current cost base, and to prioritise

costs associated with revenue generating initiatives.

The Bank is currently enjoying a low cost to income ratio, which is estimated to close at 47.8% for the
current financial year of 2024/25. This is due to the improved net interest income as well as lower than
budgeted operating expenses. The net interest income increased significantly in the current year as a result

of the interest portion of R717m on equity funds that were held in the Bank’s Escrow Account.

8. Organisational Effectiveness

The revised Operating Model and Organisational Structure have been finalised and are being implemented.
The optimum value of the new operating model will take time to materialize with the change management

interventions being prioritized to embed the new way of work, and optimized processes.

An execution improvement plan has been adopted to address the Bank’s execution capability with greater
focus being directed on strengthening the Banking, Agricultural Economics and Advisory (AEA), and Risk

Management functions.

The initiatives to achieve operational effectiveness will include an alignment of policies and governance
structures to the new operating model, improved decision making process and delegations of authority,
process reengineering to improve efficiency and speed of approvals and disbursement, and the

optimisation of the banking IT system.
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9. Performance, Culture and EVP

The Bank’s desire of becoming a competitive, effective and efficient organisation requires an adoption of
a culture that is obsessed with high performance, implementation of ethical values, and a clear definition
of employee value proposition in an effort to motivate and preserve highly skilled and experienced human
capital. The availability of training and development opportunities for employees will form part of the

robust implementation process of the skills development programme within the Bank.

10. Enhanced Client Coverage Model

The Bank has identified an opportunity to strengthen its Client Coverage Model by developing a clearly
defined Client Value Proposition (CVP) that aligns with its mandate and mission. This enhanced approach
aims to deliver a tailored and high-quality client experience that addresses client needs comprehensively
and practically. By refining its coverage model, the Bank will focus on structuring service delivery around
its strengths, ensuring a cohesive and client-centered experience across divisions. The practical outcome
of this work will be a clear set of commitments by the Bank on what clients will experience in doing

business with the Bank.

I 1. Implementation of Key Strategic Partnerships

The Bank will not successfully deliver on its mandate without leveraging on the overall agricultural value
chain and ecosystem role players. In order to enhance the quality of its origination efforts and to address
the risks associated with new entrants in the sector, the Bank is establishing key strategic partnerships
which include pursuing of farmer aggregation opportunities to reduce the Bank’s direct origination efforts
and costs; creating access to market for the Bank’s clients; providing pre and post finance support services

to clients; as well as establishment of partnerships on alternative sources of funding.

12. Embedment of the Banl’s role in land reform programmes

The Bank is setting itself up as a partner of choice for the State and key agricultural stakeholders to deliver
land reform and agricultural growth. The Bank will therefore emphasise efforts on defining its active role
in the Land Reform programme which will go beyond its normal financing role in collaboration with key
stakeholders, to include the management of agricultural land on behalf of the state and use its financing
expertise to improve the productive use of agricultural land by the beneficiaries of the land reform

programme.
13. Development Effectiveness Mandate

Transformation is a critical part of Land Bank’s mandate. The Bank is assigned with the responsibility of
facilitating meaningful contribution to the development and transformation of South African agricultural

sector by providing financing support to historically disadvantaged persons such as black women, youth,
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and people with disability. The Bank will, however, continue to support the agricultural sector in general,
by supporting its current and new corporate and commercial clients. The measure of the Bank’s support
will be assessed through its loan disbursements to the sector, both in terms of the value of disbursements

and the number of enterprises supported.

Additionally, the Bank will focus on its role to contribute to the sustainability of the agricultural sector
through the continued implementation of the Principles of Responsible Banking as prescribed by UNEP-
FI by evidencing impact areas and initiatives adopted, and the development and implementation of the
sustainability strategy, as well as programmes that will support the sector when it faces disasters and

threats to its sustainability.

14. Strengthen Governance and Compliance

An effective Internal Audit function is an important assurance mechanism towards efficiency and
effectiveness through the creation of an operative internal control environment which communicate and
raises findings to improve the Bank’s operations, and helps it to fulfil its compliance processes. The Bank
is institutionalising solid internal control systems that best assist in the achievement of a clean audit

outcome whilst creating efficiency, cost savings and the removal of inappropriate bureaucracy.

Entrenchment of Enterprise Risk Management across the Bank remains a critical basis for instilling a risk
management and governance culture in the Bank. The implementation of the Enterprise Risk Management

controls aims to achieve an acceptable Enterprise Risk Maturity Score.

The Bank has approved ethics management plan (EMP), ethics risk assessment (ERA) and ethics maturity
strategy, which are aligned to the governance of ethics framework, as part of its continued efforts to
institutionalise ethics in the organisation. The institutionalisation of ethics in the Bank will be monitored

on a regular basis to ensure full implementation of the ethics management plan.

15. Debt Refinancing / Broader Funding

The Bank’s financial performance is critical to ensure that it is able to fulfil its repayment obligations and
to meet its covenants and undertaking under the LS5 debt restructure agreement. The Bank also needs
to work on its fund raising initiatives to ensure that it is able to refinance the outstanding balance of its

lender debt at the end of the tenure of the Liability Solution.
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5.4 LAND BANK’S ROLE IN ENCOURAGING PRINCIPLES OF RESPONSIBLE BANKING
FROM CLIENTS

The Bank works responsibly with its clients and customers to encourage sustainable practices and enable
economic activities that create shared prosperity for current and future generations. To this end, Land
Bank became a member of United Nations Environment Programme Finance Initiative (UNEP FI) in 2013

and in 2019, it became one of the 30 founding signatories to the 6 principles of responsible banking.

The Bank has established a Project Steering Committee comprising of a multi-disciplinary project team to
facilitate and accelerate its responsibilities towards Principles of Responsible Banking. A phased approach
for the implementation of the Project was adopted. The first phase of the implementation was the
Awareness and Alignment Phase which was focused on understanding the expectation of UNEP Fl for
signatories. A major accomplishment during this phase was the creation of the appropriate governance
structures to oversee the implementation of the PRB by Land Bank, and raising awareness among the

Bank’s staff.

Land Bank has adopted policies that support sustainable practices and enable economic activities that
create shared prosperity for current and future generations. The Land Bank board has approved the
Climate Change policy that encourages its employees, clients and customers to do business in an

environmentally healthy and sustainable way.

The Bank has also updated its Credit Decision policy to reward clients who demonstrate adherence to
the PRB sustainability goals in the application process. By providing clients, who qualify, with favourable
interest rates during the application process, the Bank is encouraging clients to align with PRB goals and

further enhances the Bank’s commitment to PRB.

The Bank continues to implement the Environmental and Social Risk Assessment (ESRA)
framework to all the new finance applications, and on reviews of facilities. This enables the Bank to direct

clients towards responsible environmental and social practices and reduce these risks to the Bank.

Beside the policy framework, which ensures a directed approach to responsible banking practices, the
Bank has implemented products to support its sustainability programme. The Bank’s Green Farming
Facility, is aimed at supporting clients who adhere to environmental friendly farming and production. The
Bank has also established partnerships with third parties to deliver solutions for sustainable production

and consumption beyond the Bank’s current customers and client base.

The Bank, in partnership with the Department of Agriculture launched the Agro Energy Fund (AEF) in
2023. The AEF is aimed at providing funding support for the acquisition of alternative energy assets to

alleviate the impact of power interruptions on farming operations and the agricultural sector. The
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programme focuses on financing energy-intensive agricultural activities that include irrigation, intensive

agricultural production systems and on-farm cold chain-related activities.

The Bank executes its mandate and seeks to achieve its strategic intent in a volatile environment, impacted
by global, regional, and national events. In turn, the organisation requires alignment to the broader

operating environment to enable delivery of its strategic intent.

6. MACROECONOMIC CONTEXT

Global Economic Growth

The latest International Monetary Fund (IMF) global economic outlook projects the global economy to
grow by 3.3% in 2025 and 2026. This projection remains unchanged from October 2025 and below the
historical average of 3.7% between 2000 and 2019. Economic growth in the United States is expected to
reach 2.7% in 2025 supported by robust demand, favourable financial conditions and accommodative
monetary policy stance. The Euro area is expected to grow by 1% in 2025, weighed down by negative
sentiments as a result of geopolitical tensions. Nonetheless, growth in the Euro area is expected to grow
by 1.4% in 2026 supported by strong domestic demand as financial conditions improve. In the emerging
and developing economies growth will remain unchanged from 2024, at 4.1%. China is expected to growth

by 4.6% and 4.5% in 2025 and 2026, respectively.

The IMF notes that the risk to the global economic growth outlook is the proliferation of protectionist
policies such as new tariffs which could lead to trade wars. These protectionist policies are likely to lead
to trade wars which will distort trade flows, disrupt global supply chains and lower investment. According

to the IMF the protectionist environment is likely to affect global growth in the near and medium term.

The IMF January 2025 global economic outlook forecasts the global economy to grow by 3.2% in both
2025 and 2026 (see Table 4, below). The World Bank’s January 2025 World Economic Prospects Report

forecasts the global economy to grow by 2.7% in 2025 and 2026, respectively as outlined below.

Table 4: Global GDP Yearly Growth Forecasts (%)

Year 2024 2025 2026 2024 2025 2026
World 3.2 33 33 27 27 27
Advanced economies 1.7 1.9 1.8 1.7 1.7 1.8
Emerging market & developing 4.2 4.2 4.3 4.1 4.1 4.0
economies

Source: IMF, World Bank Land Bank AEA.
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South Africa’s Economic Growth

The South African economy grew by 0.4% (quarter-on-quarter, seasonally adjusted and annualised) in Q2
2024, after having contracted by 0.1% the previous quarter (QI 2024). Seven out of ten sectors recorded
some positive growth in Q2 2024. These included Electricity, gas & water (3.1%), Finance, real estate &
business services (1.3%), Trade, catering & accommodation (1.2%), Manufacturing (1.1%), General
government services (0.5%), Construction (0.5%) and Personal services (0.5%). Figure 5 below, shows the

trends in quarterly GDP growth from Q3 2018 to Q2 2024.

Figure 7: Quarterly SA GDP Growth
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The South African Reserve Bank (SARB) forecasts that the economy will grow by 2.7% in 2024. The
growth in the South African economy will mostly be supported by improvements in electricity supply and
logistics, which constrained most of the post-pandemic economic performance. The SARB expects the

economy to grow by 3.0% and 3.1% in 2025 and 2026, respectively (see Table 5, below).

Table 5: GDP Quarterly Percentage Changes and Yearly Forecasts

Gross domestic product (Real) Actual Yearly forecast

Ql Q2 Q3 Q4 Ql Q2 2024 | 2025 2026
2023 2023 2023 2023 2024 2024

Percentage changes 0.2 1.9 -0.5 1.3 -0.1 0.4 27 3.0 3.1

Source: SARB, Land Bank AEA.

28



Agricultural GDP

Having grown by 13.5% (quarter-on-quarter, seasonally adjusted and annualised) in QI 2024, the
agricultural sector contracted by 2.1% (quarter-on-quarter, seasonally adjusted and annualised) in Q2 2024
(see Figure 6 below). The contraction in the agricultural sector was influenced by amongst other things
lower than expected rainfall in some parts of the country which affected maize and soybean production,
the production of sugarcane in KwaZulu-Natal and the foot and mouth disease that affected sheep and

pork production.

Nonetheless, in the medium term, the forecasts indicate a rebound for the agricultural sector influenced
by improvements in logistical constraints, improvements in power supply and the lower interest rate

environment.

Figure 8: Real Growth Rate in Agriculture, Forestry and Fishing Industry
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Inflation

The annual headline consumer price inflation (CPl) increased further to 3.0% year-on-year (yly) in
December 2025 from 2.9% yly the previous month (see Figure 7, below). This increase was still lower
than the 3.3% y/y predicted by most analysts. The average CPI for 2024 came in at 4.4%, compared to the
6.0% average registered in 2023. As expected, the rise in inflation in December was driven by rising fuel
costs. For the second month, fuel prices were less deflationary at -10.2% y/y in December 2024 from -

13.6% yly in November 2024.
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Figure 9: Consumer Inflation (%)
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The 2024 CPI average of 4.4% is almost in line with the South African Reserve Bank’s (SARB) forecast. In
the last MPC meeting, held in November, the SARB forecast indicated that headline CPl would average
4.5% in 2024 and 4.0% for 2025, respectively (see Table 6, below). The Bureau of Economic Research
(BER) forecast average CPI for 2024 was 4.7%. Table 6 below, shows the headline CPI forecasts from BER
from 2024 to 2029, as of October 2024. Domestic inflation has bottomed out but the rebound has
remained moderate. The risk to domestic inflation remains the latest increase in electricity tariffs by the

National Energy Regulator of South Africa (NERSA) which are likely to feed to into the CPI.

Table 6: CPI Forecasts

CPI forecast (%) 4.8 4.6 45 4.4 4.4 4.4
Source: BER, Land Bank AEA.

Interest Rates

On January 30, 2025, SARB’s MPC announced a 25-basis-point reduction in the repo rate, lowering it from
7.75% to 7.50% (see Figure 8, below). This decision was widely expected by market analysts given the low
interest rate environment. Despite the rise of consumer price inflation (CPl) to 3.0% year-on-year (y/y)
in December 2024 from 2.9% y/y the previous month, the CPI was still below the 4.5% midpoint. As noted
in our last inflation commentary, the risk to domestic inflation remains electricity tariffs. The National
Energy Regulator of South Africa (NERSA) announced electricity tariff hikes on 30 January 2025. NERSA
approved increases as follows: 12.7% in 2025/26, 5.3% in 2026/27 and 6.19% for 2027/28. It is worth noting
that ESKOM had requested tariff increases as follows: 36.15% in 2025/26, 11.0% in 2026/27 and 28.9% for

2027/28. In addition, the weak rand against major global currencies is likely to feed into domestic inflation.
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Figure 10: Repo rate movements
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The agricultural sector has been experiencing weather related challenges induced by recent drought
conditions. The recovery is already underway with the resumption of the rainfalls in the last two months.
A lower interest rate environment is likely to aid in the recovery of the sector. A lower interest rate
environment is expected to reduce financing costs, including borrowing for enterprise expansion and

servicing existing debt. This is likely to reduce non-performing loans and increase the Bank’s profitability.

6.2 OPERATING ENVIRONMENT OVERVIEW

CLIMATE OVERVIEW

The El Nino-Southern Oscillation (ENSO) is currently still in a Neutral state and is predicted to weaken
further. Current predictions indicate the development of a weak La Nina state during the start of the
summer season, however, there is still significant uncertainty in the predictions. It is advised to monitor
the ENSO system during the start of the summer season, as it may change the rainfall outlook for the
summer rainfall regions if and when the La Nina materializes, according to the Seasonal Climate Watch

from November 2024 to March 2025 by the South African Weather Service (SAWS).

Current predictions indicate above-normal rainfall for most north-eastern summer rainfall regions during
the entire summer period. These above-normal rainfall forecasts would likely have a positive impact on
crop and livestock production in these areas. However, some interior regions however still indicate
below-normal rainfall during the mid- and late-summer seasons and farmers will have to exercise caution

in those regions.
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SECTOR PERFORMANCE

Field Crops Industry

The 2024-25 winter crop is generally in good condition despite a challenging start to the season. The
winter grain planting season had received abundant rain and in some parts stormy weather during July,
the effects of which were damaging to certain parts of the Overberg region. The heavy rainfall was
concentrated in the Southern part of the Western Cape and surrounding areas. At that stage, the canola

crop had come under strain with the rain while the majority of the wheat crop still looked favourable.

On the 26th of September 2024, the Crop Estimates Committee (CEC) revised the 2024-25 winter crop
forecast upwards by 2% from the previous month, totaling an estimated 2.72 million tons. Increases were
noted in canola, wheat, and sweet lupines. This represents a slight decrease from the final 2023 winter
crop production of 2.72 million tons. Current estimates provide some reassurance about the size of the
supplies moving forward for the winter grains crop. However, the season ahead and weather conditions

will determine if production continues tracking behind last year's output.

Moving over to summer grains, following four years of good rainfall and a plentiful summer crop, 2024
marked a shift to El Nifio weather patterns, leading to extremely warm and dry conditions during mid-
summer. During the latter part of February 2024 and through March, heat and dry conditions prevailed
in the summer planting areas of South Africa. This change lowered yield levels for summer crops and
oilseeds, especially in the Western production regions, which are crucial for South Africa’s white maize
production. As a result of these adverse conditions, there is a notable 23% reduction in summer crop
production compared to the previous year. This has created concerns about domestic maize supply
availability. As a result, South Africa has halted most deep-sea maize exports and estimates point to a
need to import around 440,000 tons to address the supply shortfall. Meanwhile, white maize prices have
increased substantially this season compared to yellow maize, with the price difference exceeding R1000
per ton. The large premium over yellow maize is driven by the tight supply situation. The average spot
price for white maize in September 2024 was 41% higher than in September 2023, while yellow maize was

up just 9%.

Looking ahead, the forecasted La Nina for the upcoming 2024/2025 planting season offers hope for more
favourable agricultural conditions, with expectations of increased rainfall and cooler temperatures. This
shift could potentially improve the challenges faced in the previous season, providing South African farmers
with an opportunity to recover from the El Nino-induced difficulties. As the market adjusts, there is

cautious optimism that the coming season will bring improved yields and stability to the agricultural sector.
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The depiction of the RAG? colour classification is as follows:

* Green shows industries that are showing positive outlook despite current conditions.

* Red refers to those industries that are under pressure based on the assessments that are done during

the review of the clients including the market reports; and

* Industries not reflected above will be assessed on a case-by-case basis.

Table 7: Field Crops Performance

Industry Current Performance

Maize Production declined 21%
in FY24 due to drought
conditions

Soya Production declined 35% in

beans 2024 due to drought
conditions

Sunflower FY24 production declined
12% to 635,750 tons due
to drought

Sorghum  Production up 2% in 2024
forecast vs. 2023 final

Wheat Decent harvest, SA relies
heavily on imports

Barley Production up 6% in 2024
forecast vs. 2023 final

Market expected
to recover in FY25
with rainfall
projected to
improve, Irrigation
scheduling and
grain drying more
consistent without
disruptions.
Reduces risks

Market expected
to continue
expanding driven
by experience,
profitability,
rotation benefits
and technology

Anticipated La Nina
can help
production

Positive, supportive
weather outlook

Positive

Prospects remain
positive with 6%
increase forecast
for FY25

Challenges

Switched from net

exporter to importer

in FY25, Tighter
supplies

Weather variability,
production declines

Drought impact on
yields from the mid-
summer drought,
yields could improve
in the next year

Quelea birds forcing
farmers to plant
bitter sorghum, VAT
imposed on food
products, low profit
margins

Heavy rains in WC,
main producer area

Managing quality with
heavy rainfall

2 The risk grading provided is at a point in time and may change from one season to another
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Industry Current Performance Outlook Challenges Rating

Canola Production up 25% in 2024  Positive Managing quality with
forecast vs. 2023 final heavy rainfall

Oats Production up 67% in 2024  Positive Managing quality with
forecast vs. 2023 final heavy rainfall

Sugar The FY24 season's La Nina forecast Flooding, insufficient
sugarcane crop size and bringing milling capacity, and
quality were slightly higher  expectations of pest pressures
than FY23 but below increased rainfall impacted yields and
historic averages. The FY24 quality in the FY24
season brought a significant season, Health
36.7% increase in the Promotion Levy
sugarcane grower price. (sugar tax)

Cotton The 9th estimate is 87 018  Strong competition ~Geopolitical tensions

and economic
uncertainties, Global
cotton prices for
FY25 are estimated
to be at a five-year
low due to the
projected increase in
global ending stocks,
which are expected
to rise to 19 million
tonnes. The higher
production relative
to consumption
exerts downward
pressure on prices.

lint Bales, indicating a crop ~ from competing
higher than what was crops
expected.

Livestock Industry

The livestock industry continues to be the biggest contributor to the GDP in Agriculture; however, animal
diseases continue to be a significant challenge to sustainable livestock farming in South Africa. South Africa
continues to battle open outbreak cases of Foot and Mouth Disease (FMD), Highly Pathogenic Avian
Influenza (HPAI) and African Swine Fever (ASF).

After being devastated by avian influenza outbreaks in 2023, resulting in the culling of nearly 30% of South
Africa's poultry flock, the industry is starting to rebuild and recover. The number of point-of-lay pullets
entering farms is increasing, with current layer hen capacity estimated at around 20 million, up from |8-
19 million earlier in 2024. Production is projected to reach 20 million layers by November 2024 to meet
holiday demand, and return to normal levels of 27 million layers by mid-2025. This recovery of the
breeding flock after the last outbreak in early 2024 is a positive sign for the industry. As pullet numbers

rise, national egg production should also increase back toward normal levels, ensuring domestic consumer
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demand can be fulfilled. The higher egg prices caused by reduced supply may also help farmers cover rising
production costs and retain profits. Lower feed costs and improved electricity supply have further eased
pressure on producers. Overall, the industry appears on track to rebound from the effects of avian
influenza, despite ongoing challenges. This recovery will help stabilize egg supply and pricing after the

fluctuations caused by the outbreaks.

In addition to avian influenza concerns, farmers continue to deal with Foot and Mouth Disease (FMD).
FMD outbreaks have impacted South Africa over the past five years, with cases reported in seven
provinces since January 2019 compromising the country's FMD-free status. Uncertainty remains around
disease transmission, as auctions were previously deemed the primary source but spread now appears
more widespread across the value chain. Ongoing FMD presence, especially recent outbreaks in the
Eastern Cape dairy industry, prompts continued vigilance and adherence to movement restrictions,
reporting procedures, quarantines, and biosecurity protocols. The persistence of FMD in affected regions
despite control measures indicates challenges still exist in limiting spread. Nationwide, livestock farmers
must restrict animal movements and engage in rigorous biosecurity to contain the disease.

This highlights the enduring biosecurity issues that have long been a concern for South Africa’s livestock
industry. The struggle to protect the nation’s livestock from disease outbreaks is a continuous effort,
requiring vigilant measures and strong biosecurity protocols to safeguard agricultural assets. The Land
Bank continues to support its clients in the normal cause of business through forbearance programs to
assist the farmers when events of this nature would have occurred. Unless the Bank does so in all sectors
when disasters occur, the basic food will become too expensive and unaffordable as the market responds

to the demand and supply.

Moving away from animal diseases, several factors are currently adding pressure to the livestock market.
Firstly, grazing conditions have deteriorated following a mid-summer drought coupled with harsh winter
conditions, reducing the availability and quality of pasture. In response to these challenging conditions,
farmers marketed their animals. Additionally, veld fires during the winter have further reduced grazing
capacity, exacerbating the strain on available resources for healthy livestock maintenance. Meanwhile,
consumer spending power is also under pressure, likely affecting demand for livestock products. These
combined challenges can be deemed to add a bearish tone to the livestock complex. The next few months'

rainfall is vital to improve the vegetation conditions.

The industry also saw an increasing footprint of South Africa’s agricultural products in the international
markets. In August 2023, the Minister of Agriculture, Land Reform, and Rural Development announced
that it had secured new export markets for avocados, beef, and other animal products to countries such
as Saudi Arabia and China. The Bank welcomes the pursuit of new export opportunities, as it aligns with

the goals of growing a competitive, resilient, and export-oriented agriculture. It not only benefits individual
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farmers and agribusinesses but also contributes significantly to the economic development and stability of

the country.

Table 8: Livestock Performance

Industry
Feedlot

Beef cattle
(extensive)

Dairy

Lamb &
Mutton

Wool

Mohair

Broilers

Eggs

Pigs

Current Performance

Beef market under pressure,
high maize prices intensify the
situation. Expected rainfall
can assist with high maize
prices in the next season

Dry weather conditions and
weak market prices, Drought
conditions elevated pace of
slaughter

South Africa was a net
exporter of dairy products in
2023, the first time since
2014.

Dry weather conditions,
expected favourable
conditions in the 2025 season

The Chinese will accept a
compartmentalisation of the
import of South African beef
products. In the past, an
outbreak of foot-and-mouth
anywhere in the country
would have led to a
shutdown of the entire beef
export market

Upward price trajectory in
late 2023 benefited
producers

Disease management,
investment in alternative
energy

Prices remain high due to
supply constraints from bird
flu, Layer flock recovering,
currently around 20 million

Favourable pork prices in
2023, While pork prices in
2024 started the year lower
than 2023 levels, prices have
recovered in the last few
months.

Export-driven
growth as domestic
demand remains
weak

Export
opportunities

Export
opportunities to
grow further,
Volumes under
pressure given
economic climate
Neutral

Recovery phase,
Export demand
projected to grow

Increasing
awareness of
natural fibre
benefits supporting
demand

Recovery

Prices expected to
stabilize and
gradually decline as

layer flock recovers,

industry must

recover from HPAI,

Flock projected to
reach 27 million
layers again by mid-
2025

Dry conditions not
supportive to feed
costs, with

improved electricity

supplies, lower
production costs
benefit intensive
operations. Cold
chain consistency
improves pork
quality.

Challenges

Electricity supply, biosecurity, Animal
disease control

Biosecurity, FMD still ongoing, lack of
affordability

Biosecurity, Recent outbreak of FMD
in dairy farms

Biosecurity, FMD still ongoing, stock
theft, lack of affordability (Increasing
difficulty for consumers to purchase
lamb and mutton due to rising prices)
Foot and mouth disease, stock theft,
biosecurity, Pressures from animal
rights groups

Foot and mouth disease, biosecurity

Electricity supply and costs HPAI

Rebuilding layer flock after bird flu
outbreaks, Managing biosecurity
protocols

Lower consumer demand and/or

purchasing power, load shedding,

ongoing African swine fever (ASF)
outbreak




Industry Current Performance Outlook Challenges

Ostrich SA remains dominant International Environmental sustainability concerns
producer globally with 70% demand recovery
market share following Covid-19

Horticulture Industry

The South African fruit industry has seen steady growth and expansion in recent years. This is largely
driven by increasing global demand for fruits, improved production technologies, and greater access to
international markets through trade agreements. The South African horticulture industry however
continued to face challenges ranging from among others cold chain interruptions as a result of rolling
blackouts which impact quality and storage costs, pressures on consumers' disposable income, stricter

market requirements implemented by the European Union on the citrus industry.

Over the past year, the Western Cape has faced multiple severe weather events that have compounded
challenges for the agricultural sector, specifically horticulture. Early frosts, severe flooding in June and
September 2023, and stormy conditions in April and July 2024 have all caused damage to infrastructure
and crops. These erratic and extreme weather conditions have disrupted transport routes and delayed
farming activities critical for producing and exporting crops. The increased frequency of adverse weather
events poses mounting difficulties for Western Cape farmers to contend with on top of existing
uncertainties. The volatility of conditions has made planning and managing operations more difficult. As
climate change escalates, unfavourable weather is becoming more pronounced and disruptive for

agriculture in the region.

The past two years have financially impacted growers significantly due to logistical challenges and
inefficiency at the ports. Hortgro has acknowledged a potential improvement in the logistical issues,
especially at the Port of Cape Town, yet anticipates another challenging season ahead, necessitating the
continued use of alternative shipping methods to come in the immediate future and to alleviate pressure
on the Container Terminal and ensure timely delivery and quality of fruit. It can however be said that the
efficiency at the ports this year was significantly improved over what was seen in 2023, due to efforts from

Transnet.

The horticultural industry remained resilient during the mid-summer drought, of 2024 due to the use of
irrigation. Dependable energy supplies further boost production in this subsector. The suspension of load-
shedding has enabled irrigation and thus increased the supply of vegetables. The consistent energy supply,
marked by over 200 days without load-shedding, has further alleviated costs. Eskom's recently released
summer outlook projects a continued absence of load-shedding from September 2024 through March

2025.
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Table 9: Horticulture Performance

Industry

Current Performance

Outlook

Challenges

Deciduous

Expected increase in apple and

Positive but not

Ports problems, lower apple supply

Fruit pear exports, Opening of Thailand  high growth volumes, delays due to wind and fog,
as a new market for apples, stone Western Cape floods and heavy rains,
fruit to gain access to the hail damage
Chinese market

Table The table grape sector is Positive Heatwaves, seeded cultivars are

Grapes recovering, improved export declining. Challenging weather
volumes and prices, Cold conditions, increased competition, and
temperatures experienced during wetter La Nifa cycle.
the past winter season was a
positive indicator for a good
quality crop, continued increase
in white seedless cultivars,

Wine Exceptional 2024 harvest, Signs of bouncing  Ports, frost and floods problems,

Grapes back following unpredictable weather

Covid-19

Wine cellars

Consumer demand remains

Signs of bouncing

Frost, floods, droughts, Challenging

& Estates under pressure. back following recent years with logistical disruptions,
Covid-19, Prices limited market access, rising input costs
starting to
improve

Nuts Macadamia nut prices have Recovery Climate variability and global

(Pecans & rebounded driven by strong competition

Macs) demand and a smaller-than-

anticipated crop resulting in early
stock depletion and higher prices
especially for kernels.
Mangoes Introduction of four new mango Positive Infrastructure challenges,
cultivars tailored for South
African conditions. Increased
productivity, market
diversification
Avocados The 2024 export season to the Positive Climate variability, global competition,
European Union looks promising, quality concerns and consumer
potential opening of markets in education in India persist.
China, Japan, and India,
Expected increase in exports.

Litchis Suffered from the heat Positive Climate change caused by severe

storms and heatwaves.

Pineapples Emergence of creative Positive Climate change

applications for pineapple, South
Africa still exports more
pineapples than it imports
Bananas Banana industry occupies a Positive Operational costs, pests, diseases,

unique niche within the broader
agricultural landscape, South
Africa’s banana industry is largely
focused on local consumption

input costs and labour force, cold
winters, frost
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Industry Current Performance Outlook Challenges

Blueberries  Current fruit are obtaining very Increasing
good prices, Frost caused up to sustainability
2,000 ton shortage in early practices needed,
Northern harvest Recovery phase

Frost damage, loss of early fruit

Potatoes Price increases, reduced potato High growth Ban on South African Vegetable,
production agricultural water usage

restrictions(limitations imposed on the
amount of water that farmers can
extract for irrigation purposes,
especially during periods of drought or
in regions facing water scarcity),
ecological risks, economic hardship,
severe black frost

Tomatoes Lower tomato volumes, High growth Ban on South African Vegetables (The

concomitant rise in prices, high- government of Botswana has

quality class one tomatoes and announced a phased lifting of

niche tomatoes (mini plums and restrictions on vegetable imports from

cherry tomatoes) are in short South Africa. The lifting of Botswana's

supply, restrictions will occur in two phases.
The first phase, effective immediately,
allows imports of items such as
turmeric, pumpkin, sweet potatoes,
green peas, mushrooms, and eggplant.
The second phase, slated for April
2025, will include staple items such as
potatoes, onions, tomatoes, butternut,
and watermelon), Unseasonal rain,
excessive heat, burst
fruit, unpredictable weather conditions

Other Disparity in volume Positive, high Ban on South African Vegetables,

Vegetables growth Market diversity (A mix of premium,
organic, and budget-friendly vegetable
options in the market), price volatility

Based on a sector review conducted by the Agricultural Economics and Advisory division, the above

commodity overview provides a sense of performance, challenges and outlook per commodity.

In conclusion, the Bank will focus on originating transactions for commodities that:

* Create job opportunities (labour intensive);

* Are aligned to the Agricultural and Agro-processing Masterplan priority commodities, Poultry
Masterplan and Sugar Masterplan;

* The bank, as part of its strategy, will be setting up appropriate mechanisms to also support the
following industries: aquaculture, cannabis and wine, although the latter two do not fall within the
food security objective but rather fulfil job-creating objective as they are labor-intensive;

* Furthermore, the bank is also managing the EU Wines and Spirit Fund which will require for some
transactions a loan component to complement the total project costs which further necessitates the

bank to reconsider its support for the industry.
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Summary

Following the Bank’s default position in 2020, the bank has continued to build on investor confidence over
the years, improving its relationships with its clients to improve customer experience. The Bank’s efforts
are also starting to have positive effects with commercial clients showing willingness to do business with
the Bank once again. Land Bank remains focused on serving both the South African commercial and new
generation segments by bringing specially designed financial services within the reach of farmers across

the nation.

The primary factors of concern for the agriculture industry continue to be persistent disruptions to
electricity supply, which has been a significant issue since December 2022, rising input costs, increasing
protectionism in export markets, outbreaks of diseases like Foot-and-Mouth Disease (FMD), a higher
interest rate environment, geopolitical tensions, and deteriorating infrastructure that hikes business costs.
However, there has been a notable improvement in the energy sector, with over 300 days recorded
without load-shedding as at end of January 2025, reducing some operational costs. Eskom's latest summer
outlook anticipates a continued stable energy supply, projecting no load-shedding through to March 2025.
This improvement in energy reliability provides a temporary reprieve from one of the many pressures

facing the agriculture sector.

6.3 SWOT ANALYSIS

Looking at the Land Bank holistically, the Bank’s strengths, weaknesses, opportunities and threats can be
summarised as follows:

Figure | 1: SWOT Analysis

Strengths Woeaknesses
+  Strengths: Agri - sector expertise, * Woeaknesses: Cost of funds, cost to
National Footprint, Relationships at serve, lending inefficiency, high non-
National and Provincial Government performing loans, limited product
levels diversification

Opportunities Threats
+ Opportunities: coordinator of *  Threats: Increased competition for the
ecosystems across the Agri-value chain, Bank, inability to fully deliver on the
strategic partnership funds, Land reform mandate, economic downturn, climate
role change, regulatory changes
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Strengths:

Specialization in Agricultural Finance: Land Bank's focused approach on agricultural finance positions
it as a specialized institution, allowing for in-depth understanding and tailored financial solutions for the

agricultural sector.

Government Support: Being a state-owned entity, Land Bank benefits from government backing,

providing stability and access to resources.

Extensive Network: The bank's extensive network and presence across agricultural regions in South

Africa enable it to effectively reach and serve a diverse range of clients.

Expertise in Agricultural Research: Land Bank's collaboration with other state owned entities enhances

its knowledge base and allows it to stay informed about industry trends and challenges.

Weaknesses:

Exposure to undiversified Agricultural Sector risks: Land Bank's sectoral focus in the agricultural
sector makes it vulnerable to fluctuations in commodity prices, weather patterns, and other industry-specific

risks.

Financial Challenges: The bank has faced financial challenges in the past, requiring government
interventions, which might impact its financial independence and restricted ability to raise affordable funding

in the debt markets.

Limited Product Diversification: A relatively narrow range of financial products may limit Land Bank's
ability to cater to evolving needs in the agricultural sector. The Bank does not offer transactional banking
services and is not a deposit taking institution. This limits the Bank’s opportunities for diversified revenues

and non-interest income.

Opportunities:

Technological Integration: Embracing technological advancements in financial services can enhance

operational efficiency, improve customer experience, and provide innovative financial products.

Diversification of Services: Exploring opportunities beyond traditional financing, such as advisory
services, risk management, or sustainable agricultural practices, as well as strategic partnerships can broaden

Land Bank's service offerings.

Collaboration with Agri-Tech: Partnering with agricultural technology companies can lead to the

development of cutting-edge solutions, supporting both farmers and the bank's growth.

Green Financing: The increasing focus on sustainability opens avenues for Land Bank to engage in green

financing, supporting eco-friendly agricultural practices.
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Threats:

Economic Downturn: Economic uncertainties and downturns can adversely impact the agricultural

sector, leading to increased default risks and loan delinquencies.

Climate Change: The agriculture sector is highly susceptible to climate change, including unpredictable

weather patterns, droughts, and floods, which can negatively affect crop yields and farmer income.

Competition: Intensified competition from other financial institutions in the agricultural finance space may

challenge Land Bank's role in the sector and limit it from clawing back lost market share.

Regulatory Changes: Changes in government policies or regulations may impact Land Bank's operations

and financial structure.

This SWOT analysis provides an overview of Land Bank's internal strengths and weaknesses as well as
external opportunities and threats. It's crucial for the Bank to leverage its strengths, address weaknesses,
capitalize on opportunities, and mitigate threats to ensure sustainable growth and resilience in a dynamic

environment.

6.4 OPERATIONAL CHALLENGES FACING THE LAND BANK

The strategy review process has revealed a combination of external and internal factors that converge to
impact on the ability of the Bank to fulfil its developmental mandate. The following issues are currently

shaping the Bank’s operational environment:

I. Origination Optimisation
e  Less than satisfactorily optimised origination process resulting in slow Turnaround Time for
the assessment of loan applications and disbursements.
e  Pipeline needs to be supported and strengthened through strategic partnerships.
e  Client pre and post support needs to be effectively embedded in the origination process.

e  Systems integration is required to enhance client experience.

2. Capacitation and Performance Management
e  Capacity gaps in key areas of the business and support areas are impacting effectiveness.
e Performance levels and employee motivation need improvement.
e  Staff morale needs to be built following the organisation restructure process.
e A Reward and Consequence Management programme needs to be implemented.
e Increased access to learner development is needed.

e  Effective implementation of the template for improving provincial performance is required.
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3. Client Centricity and Timeous Approvals of Facilities
e The Bank has previously not been able to address all its clients’ seasonal financing needs — there
is a need to improve the alignment of the Bank’s banking activities to the various crop

seasonality calendar.

4. Communications and Client Education Programme
e  There are many client applications and enquiries that may be avoided if prospective clients

had sufficient information on the requirements for successful applications.

5. Policy Optimisation

e  Some policies may be prohibitive and needs optimisation.

6. Mitigations interventions for the above identified challenges:

A Business Improvement Plan has been developed which covers potential interventions that have
been divided into five key parts.
e  Origination: A new department for Process Reengineering and Business Optimisation has

been created, with a new HOD appointed. The main responsibilities of the department are to
review all the Bank’s critical processes and policies in order to streamline them along with
their supporting systems, and for these to respond to the market context and appropriate
norms for risk assessment.

e Capacity and Capability Gaps: A new Operating Model and Organisational Structure has
been developed, and is being implemented. Some of the new capabilities implemented are a
new Partnership Development and Ecosystem Coordination function to develop a healthy
pipeline of potential financing opportunities and pre and post-finance support for clients, the
embedment of the Relationship Management model and filling of the roles to fulfil this
important origination and monitoring role.

e Client Centricity and Timely Approvals of Facilities: Ensuring a customer-focused
approach and prompt approval of client facilities, and disbursements thereof.

e Communications and Client Education Programmes: Enhancing communication
strategies and implementing educational programmes for clients.

e Policy Optimisation: Reviewing and optimising existing policies (and norms) for better

alignment with current needs and goals.

6.5 ENABLERS

The Land Bank’s Strategic Enablers are key elements that support and facilitate the effective execution of
its strategy, helping to realize its goals in agricultural transformation, rural development, and financial
sustainability. These enablers form the foundation for long-term success and align with the bank's mandate

and objectives.
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10.

Strong Governance and Ethical Leadership: to ensure transparency, accountability, and

adherence to high ethical standards.

Robust Risk Management and Compliance: to safeguard the bank’s financial health and minimize

exposure to risk.

Innovative Financial Products and Services: to provide accessible, tailored financial solutions

that meet the needs of diverse client segments.

Client-Centric Service Model: to put the needs of farmers and agricultural businesses at the center

of the bank’s service offerings.

Digital Transformation and Technology Integration: to enhance operational efficiency, service

delivery, and client engagement through technology.

Strategic Partnerships and Alliances: to amplify impact and pool resources through collaboration

with key stakeholders.

Sustainable Funding Sources: to ensure financial stability and resilience by diversifying funding

sources.

Talent Management and Capacity Building: to cultivate a skilled, motivated, and knowledgeable

workforce that can drive strategic goals.

Environmental and Social Responsibility (ESR): to promote sustainable and inclusive practices

that align with global environmental and social standards.

Data-Driven Decision Making: to improve strategic planning and operational effectiveness through

data insights.

To secure stable and consistent execution of Land Bank’s strategic turnaround plan over the three-year

planning horizon, transparency on performance across the organisation will be ensured. This will be done

through a set of key performance indicators (KPIs) set out in the FY26 Shareholder’s Compact.

Land Bank’s performance at Corporate level will be evaluated primarily against the Shareholder Compact

as a whole and the Minister will be provided with quarterly reports on progress towards achieving these

targets. The achievement of set targets will be anchored through disciplined execution and by hard-wiring,

and cascading these performance indicators and targets in employees’ performance contracts.

While the Shareholder Compact, which will be agreed to between the Board and the Minister of Finance

provides for 23 Key Performance Indicators for Land Bank at a Corporate Level, there is an appreciation

44



that in order to deliver on the Corporate KPIs the Bank needs to ensure that the second tier level of KPls
at functional and divisional level are appropriately determined, tracked and monitored. A second tier

Scorecard has been developed to measure the functional and divisional performance against the Bank’s

Strategic Priorities for the year.
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7.1 Land Bank Corporate Scorecard for FY26

Table 10: Land Bank Corporate Scorecard

Blended Finance Debt Cumulative
Disbursements (majority black Ql: R140m
20% iy i/ R523m R700m Q2: R280m
owned entities, as per BFS
. o Ll o Q3: R560m
Facilitate development and eligibility criteria)
. . Q4: R700m
transformation of the agricultural
sector Cumulative
QI:R7Im
10% gir:uf::rg tF””d Loan R28m R355m Q2: R142m
Q3: R284m
Q4: R355m
(7]
§ Designated groups at Cumulative
.g participation ownership level: Ql:12
g 10% e  Black female 49 50 Q2: 24
= ., | Financial support provided for * Black youth Q3:38
2 30% development effectiveness »  People with disability Q4: 50
g Percentage of approved clients
o3 10% provided with Pre and Post 29% 40% 40%
g Finance Support
= Cumulative
. . . QI: R100m
2 Q3: R400m
Q4: R500m
Sustainability All category A and B risk
Environmental and Social Risk
I. ESRA 10% Assessments (ESRA) rated 100% 100% of all transactions 100% of all transactions per Quarter
2. Embed ESG commitments disbursed transactions contain
towards Principles for ESRA conditions.
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Financial Sustainability

30%

Responsible Banking (PRB)

Percentage achievement of

3. Ensure sector sustainability Project Plan to evidence Cumulative
by coordinating Disaster progress towards committed Ql:20%
relief 10% Social and Natural Capital 80% 80% Q2: 40%
initiatives (including the annual Q3: 60%
publication of PRB Report Q4: 80%
submitted to UNEP FI).
The value of repayment Cumulative
forbearance undertaken in QIl:R360m
10% support of Clients impacted by R1.8bn R1.8bn Q2: R720m
Disasters Q3: RI1.44bn
Q4: R1.8bn
. . . Liability Solution o L o, .
. . Monitor adherence to Financial 100% Adherence to the Liability 100% Adherence to Undertakings due
Adherence to Liability Solution N . Concluded — Debt . .
. 20% Covenants and Undertakings of Solution Undertakings for the for the quarter.
Undertakings Liability Solution(tracking tool) Default Cured on [6 ear.
4 & September 2024 year.
Improvement of Loan Book
Quality 20% NPL ratio 56.2% 46.3% 46.3%
20% Cost to Income ratio 41.1%* 73% 73%
Cumulative
Profitability 20% Generate Non-interest income R38.8m R98m g§ iggm
Q4: R98m
20% Net Interest Margin (excluding 71% 7 4% 7 4%

interest in suspense)
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Stakeholder Management
& Client Centricity

Organisational Effectiveness

10%

10%

Improve turnaround time to

Turn-around times: Initial

50 days based on

90 days

[The increase in targeted days results

) 40% Assessment to Credit Due Diligence to iomicbaneinelthelicasuiclceleorerithe 90 days
clients .. . . .. period from the time that the clients
Decision (working days) Credit Decision i Gl B Nt
decision is made]
Improve the Bank’s reputation o Net Reputation Sc?re, o o o o
e S 30% conducted by media monitoring 15% 7% 7%
company
Client retention 303 | Client attrition rate [by Rand 14% 10% 10%
Value Exposure]
QI: 73% of critical positions filled (18
more positions filled).
Approved Critical positions Q2: 81% of critical positions filled (17
20% filled (as at November 2024: 66% 90% more positions filled).
Permanent Critical roles filled 224 positions identified as Q3: 88% critical positions filled (16
critical. more position filled).
Q4: 90% critical positions filled (4 more
positions filled).
QI: Farmers Academy on-line platform
ready for Go-live (including Modules
developed by 31 March 2025).
Q2: Awareness campaign and
Minimum of 15 Farmers engagement with relevant industry
Learning and Development 20% Launch of Farmers Academy NA completed the available on-line PQa;fls::i-mum of 10 Farmers completed
modules by 31 March 2026 .
a module on the on-line Farmers
Academy.
Q4: Minimum of |15 Farmers completed
a module on the on-line Farmers
Academy.
Implementation of the FY2025 Deliverables: Implementation of the QI: Line Managers upskilled on the
Capable Organisation 20% Performance Management * As-Is Performance Performance Management approved performance management

Framework as Approved by the
Board

Management
process and system

Framework as Approved by the
Board

framework.
Q2: 360 Degree Assessment tool
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20%

Governance

Achieve clean Audit outcome

reviewed and
recommendations
on improvements
made
¢ Link Performance
Management
recommendations
to Remuneration

approved and implemented for all
Senior Manager and Executive
Management.

Q3: Performance progress reported on
performance improvement plans
implemented for identified individuals
whose performance were lagging.

Q4: Revised reward programme
approved, aligned with approved
Remuneration and Compensation
Policy, as mechanism for acknowledging
employee outperformance against set
targets.

40%

Re-engineering of critical
business processes (Loan
Origination & Disbursement,
Collateral Management Facility
Reviews, Workout &
Restructure, processes)

Audit outcome as per the

Board signed off “to
be” end to end
processes

Unqualified Audit

Implementation of System(s)
to support process re-
engineering by 31 March 2026

In line with the project plan (FY26
project plan is dependent on finalisation
of the “as is review” to be completed
by 31 March 2025)

20% AGSA Audit Report Outcome Clean Audit Outcome N/A
. Classify 0.1% (R value) of
Cre.ate an Effective control 20% expenses as irregular, fruitless <0.1% <0.1% <0.1%
environment .
and wasteful expenditure
Enterprise Risk Management
At B ol 10% | mplemented to sthive an
[ ) ERM Score: 4 ERM Score: 3
Management and Compliance gzl Braaiise L core core Quarterly progress report
Maturity Score
Corrective measures Disciplinary process is initiated Disciblinary process is initiated on all
Ethical behaviour 20% implemented to address N/A on all allegations of unethical P, P i ]
. . . allegations of unethical behaviour
unethical behaviour behaviour
Compliance with PFMA 20% Compliance with the PFMA N/A 100% compliance with the 100% compliance with the PFMA

PFMA
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The Land Bank Insurance Company (LBIC) and Land Bank Life Insurance Company (LBLIC) hereby
present the financial year 2025/26 Corporate Plan. The plan outlines a roadmap of key strategic initiatives,
actions, and measurable goals that the insurance businesses intend to deliver over the |2-month period.
The strategic outcomes established in the plan are anchored on the theme of business stability with a
sharp focus on remaining agile to opportunities, customer needs and expectations, and responses to the
risk environment in particular emerging climate change risk and market risk among others, and
technological advances. Continually invest in the capacitation and retention of fit-for-purpose structure
that maximises available resources, availability of appropriate modernised information technology systems

support to facilitate intelligent product offerings, and generate value for a variety of stakeholders.

To achieve these goals, the business has adopted five key pathways, including (1) Building out Internal
Capabilities, (2) Embedding Customer Centricity, (3) Actively supporting sector Development and
Transformation, (4) LBIC Sustainable profitable growth, and (5) Scaling up LBLIC. These pathways aim to
fill a long-standing market vacuum of inadequate agricultural crop and animal insurance products for
emerging black farmers by offering Index-based Insurance products. In addition, LBIC is still dedicated to
helping commercial farmers and improving its data-driven insurance solutions' pricing, and underwriting
tools to increase market share, boost sales, and sustain long-term profitable growth in the industry

towards the fulfilment of its overarching mandate.

The life insurance portfolio is positioned to use its strong capital foundation to generate appealing
investment returns while increasing net underwriting margins and balancing out overall group results at
scale. Management is committed to increasing business volumes through strategic partnerships and
making the most of the present Bancassurance channel.

The macroeconomic and micro environmental elements that are likely to have a direct or indirect
influence on the LBI business are taken into account in the Corporate Plan. This establishes the current
operational environment and circumstances that may have an impact on LBI's performance and success.
The LBI management structures and Board are happy to present a smart corporate plan, backed by clear

milestones to support the sustainability of the agricultural sector.
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8.1 LBIC Corporate Performance Scorecard for FY26

Table I I: LBIC Corporate Performance Scorecard

LBIC Sustainable
Growth

Scale-up Life
Business (LBLIC)

Built out
Institutional
Capabilities

Customer
Centricity

Developmental
Effectiveness

30%

10%

10%

10%

15%

Financial Sustainability

Sustainable Growth

Optimise Distribution
Capability and New
Sales

Financial Sustainability

Efficient policy
administration

Improved Customer
Centricity

Farmer Academy -
Social Mandate: Provide
Farming Support

A W N

1%
0%
130%-170%
R871m

Launched Index
Insurance

R4,4m

R3,3m

150%-200%

Appointment of a

System Service Provider

Reporting on tactical
plans and
Implementation of
outcomes of the
Customer Satisfaction
survey

Launch the academy and
conduct farmer training

support

Expense Ratio
LBIC projected Loss Ratio
SCR Cover Ratio

Gross Written Premium
(GWP) (Crop and Non-Crop
incl. Index of R64m)

Index Insurance Pilot

GWP Non-Crop excluding
Index
Credit Life (New Business
GWP)

SCR Cover Ratio

Insurance Products developed
on the Insurance System

Enhanced Customer Centricity

Consumer Market Education
on insurance products offering

10%
15%
10%
30%

15%

20%

60%

40%

100%

100%

60%

5,5% - 6,0% of the budgeted total revenue
65% - <70% Targeted loss ratio range
150% - 170% in any reporting period

R1,049m revenue for the full Financial Year

Provide Index Insurance (PDII and AYII) cover to 2,500
South African Farmers (number of insurance policies
written), mainly targeting a majority of Previously

Disadvantaged Individuals (PDI) category of farmers (50% +

| split)
R50m revenue for Asset and Livestock

R4,5m New Credit Life Sales (New Business GWP)

150% - 200% in any reporting period

Products successfully developed, transacting and accessible

on the Insurance System that has been procured through the

implementation of approved Supply Chain Management
policies.

Customer Satisfaction Survey (Achieve minimum of 70%

score)

1,000 South African Farmers trained, mainly targeting a
majority of Previously Disadvantaged Individuals (PDI)
category of farmers (50% + | split)
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People and Culture 10%
(Organisational
Effectiveness)

Risk, Compliance 15%
and Governance

Corporate Social
Investment

Organisational culture
that fosters a conducive
work environment
Retention of talent and
improved levels of
attrition

Succession Management

Create an Effective
control environment

Achieve clean Audit
outcome

Continuous
Improvement of Ethical
Culture

ESG — Environmental
impact

Comply with Insurance
Regulatory and Public
Finance Management
Act (PFMA)

13

15

20

Training and

accreditation of 22 Black

Farmers for Grain Crop
assessment

N/A

N/A

Personal Development
Plans implemented for
successors as per the
agreed PDP milestones
<0.1%

Clean audit outcome

Zero appetite

Approved Climate
change strategy and
ongoing monitoring of
related risks
Implement the FY2025
approved Compliance
Cover Plan and
Monitoring Plan

Fruit Crops assessment
portfolio

Conduct a culture survey

Retention of talent and critical
skills

Succession Management
(Learning and Development)

Classify <0.1% (R value) of
expenses as irregular, fruitless
and wasteful expenditure
Audit outcome as per the
Auditor General South Africa’s
(AGSA) Audit Report

Ethical Compliance
Investigation and Monitoring
Rate

Implementation of approved
Environmental, Social and
Governance (ESG) Framework
— Year One ().
Implementation of the
Compliance Cover Plan,
Monitoring Plan and PFMA Act

Black Assessor Programme on

40%

50%

20%

30%

20%

20%

20%

20%

20%

Roll-out of Damaged Crops Assessment Programme for
Fruit crops portfolio to 10 black farmers

Complete culture survey and implement recommendations

Retain 80% of employees identified by EXCO to be in critical
roles as at 01 April 2025

Implement Board approved succession plan at all
organisational levels

Less-than 0.1% (<0.1%)

Clean audit outcome

Ensure 100% of reported ethical compliance issues are
investigated, continually monitoring and outcomes are
transparently reported to governance structures
Successfully lay the groundwork for a comprehensive ESG
framework and implement the climate risk assessment to
enhance business sustainability

|. Implement the FY2026 Audit and Risk Committee (ARC)
approved Compliance Coverage Plan (This includes
ensuring that all insurance regulatory returns are
timeously submitted.)

2. Implement 100% FY2026 ARC approved Monitoring Plan

3. 100% compliance with applicable sections of the PFMA
regulatory requirements. (This includes ensuring that all
PFMA prescribed returns/annual financial statements in
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terms of sections, 52, 54, and 55 (a); (b); (c); (d) are
timeously submitted.)

Total

100%

20
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No | Description Reference Status
l. Strategy Section 5 & 6 v
2. Balanced Scorecard Section 7 v
3. Compliance check list Annexure A v
4. Capital Expenditure Plan (covering the next three years) Annexure B v
5. Financial Plan (covering the next three years) including: Annexure B v
* Projected income statement
* Projected balance sheet
* Projected cash flow statement
6. Materiality and Significance Framework Annexure C v
7. LBIC and LBLIC Materiality and Significance Framework Annexure D v
7. Governance Structures Annexure E v
* Governance structures and roles/responsibilities
* Structure of Board of Directors committees
* Structure of Executive Management
8. Employment Equity Plan Annexure F v
9. Fraud Prevention Plan Annexure G v
10. | Funding Plan (covering the next three years) Annexure H v
I'l. | Risk Management Plan Annexure | v
* Description of risk management process
* Key operational risks
[2. | LBIC Risk Management Plan Annexure | v
12. | Business Continuity and Organisational Resilience Annexure K v
I3. | Other Supporting Plans Annexure L v
Environmental Sustainability Framework
4. | Description of SDG and NDP outcomes Annexure M v
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FINANCIAL OVERVIEW

1.1 INTRODUCTION

The purpose of this section is to outline the Bank’s expected financial performance for FY26.

Key assumptions included in the budget include:

Key aspects of the Liability Solution (LS) concluded on |6 September 2024 thereby curing the
state of default.

Resumption of lending for development funding under a blended finance model.

The projected effects of the NPL remediation strategy which incorporates loan book
preservation, rehabilitation, forced attrition, forbearance, accelerated foreclosure, and asset
disposals. The overall aim is to improve the loan book quality and customer collections which
will enable the Bank to service its debt and reduce the non-performing loan book.

A project budget has been set aside for the improvement of business processes, including
digitisation.

Filling of key vacancies and retention of critical skills.

Below is the budget income statement and the balance sheet.
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1.2 INCOME STATEMENT

Figure 12: Income statement

Statement of profit or loss and other comprehensive

income

Net interest income

Interest income

Interest expense

Net impairment release /(charges)

Non interest Income /(expense)

Operating income from banking activities
Operating expenses

Other

Net Operating Income

Other Comprehensive Income

Total YTD Compehensive Income

1 343 I 341 1 368
2213 1 971 | 889
(870) (631) (520)
(49) 47 36
98 100 104
1392 | 488 1 508
(1027) (1 068) (1 118)
(52) (33) (53)
313 367 337
313 367 337

The Bank is expected to generate cumulative profits through the budget period. This will be mainly

driven by the reduction of debt, blended finance loan book growth and expected results of the NPL

strategy and the bedding down of the new operating model.

1.3 BALANCE SHEET

Figure |3: balance sheet

Statement of Financial Position

Cash and cash equivalents 7 226 3409 | 845 158
Net loans and advances Il 760 13611 13 498 14 570
Other* 1 891 1 978 20I10 2 033
Total Assets 20 877 18 999 17 353 16 762
Distributable Reserves 10 908 1221 Il 588 Il 925
Liabilities 9 970 7778 5765 4 837
Funding liabilities 9 429 6 750 4 449 3494
Other Liabilities 541 | 028 316 | 342
Total equity and liabilities 20 877 18 999 17 353 16 762
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1.4 KEY RATIOS

Even though the Bank uses multiple financial ratios to measure its performance, only financial ratios

linked to the Liability Solution are included below.

Figure 14: Ratios

Cost to Income 71,3% 74,1% 75,9% <95% Y
NPL ratio 45,6% 42,8% 36,7% <52% Y
ECL Coverage Ratio 22,0% 21,2% 19,1% <26% Y
Credit Loss Ratio 1,0% 0,4% 0,5% <4% Y
Bank Gearing/Leverage Ratio 65,6% 43,8% 34,6% <100% Y
Net debt/Net Loan 25% 19% 23% <50% Y

1.5 Capital Expenditure

Figure 15: Capital Expenditure

:Information Technology (infrastructure and laptops) | 32 125 000 16770000 | 1770000 ¢ 1770000 | 750000 : 53185000
EBuilding maintenance 21492710 15888 073 | 14 840780 14111218 | 14957892 81290673
Total business as usual Capex 53617710 32658073 16610780 15881218 15707892 134475673
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Background

Nature of Business

The Land Bank operates as a development finance institution within the agricultural and agri-

business sectors regulated by the Land and Agricultural Development Bank Act No.I5 of

2002.

As such, the Land Bank provides a wide range of financing products to a broad spectrum of
clients within the agricultural industry. Financing products include wholesale financing for co-

operatives and other agriculture-related businesses as well as retail financing for emerging

farmers.

Key aspects

As a financial institution, the key aspects of measurement for the Land Bank are as follows:

Statement of Financial Position

= | oans and advances to customers

= Funding liabilities

Statement of Profit and Loss and Other Comprehensive Income

= |nterest income from loans and advances

® Funding costs

Below are some key financial indicators from the FY24 Audited Financial Statements

Table 12: Statement of Financial Position (SOFP)

Loans and advances

Other assets 14,400 17,223
Total Assets 27,732 31,988
Funding liabilities 16,567 22,496
Other liabilities 6,611 5,584
Equity 4,554 3,908
Total Equity & Liabilities 27,732 31,988
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Table |3: Statement of Profit and Loss and Other Comprehensive Income (SPLOCI)

Interest income (Revenue)

Interest Expense 1,876 2,149
Operating Expenses 585 499
Profit/Loss for the year from 59,6 482

Continuing Operations

General control environment

The Bank received an “Unqualified Opinion” with findings audit outcome in FY24. This is
constant from the prior year’s audit because of material misstatements identified on the
commitments, and other disclosures on the financial statements. The material misstatements

were corrected before the conclusion of the audit.

Management acknowledges the unqualified audit. The Board instituted a remediation plan to
improve the internal control environment and this will continue being implemented to
address any deficiencies that remain. The Audit and Finance Committee of the Board and
Management will monitor this plan to ensure there is continuous improvement regarding the
controls around overall management of all aspects and inputs into the loan book to ensure

that these results are improved in the new year.

The Land Bank will continue to review its operational environment in order to address any

potential risks that could arise as it pursues its mandate.

2. National Treasury's guidelines

Legislative Framework

Treasury Regulation 28.3 requires that the accounting authority must develop and agree a
framework of acceptable levels of materiality and significance with the relevant executive

authority.
Section 28.3.1

“For purposes of material [sections 55(2) of the Public Finance Management Act (PFMA)]
and significant transactions as defined in [section 54(2) of the PFMA], the accounting authority
must develop and agree a framework of acceptable levels of materiality and significance with

the relevant executive authority”.
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In terms of Section 54(2) of the PFMA, before a public entity concludes the following
transactions, the accounting authority for the public entity must promptly and in writing
inform the relevant treasury of the transaction and submit relevant particulars of the

transaction to its executive authority for approval of the transaction:

a) establishment or participation in the establishment of a company;

b) participation in a significant partnership, trust, unincorporated joint venture or
similar arrangement;

) acquisition or disposal of a significant shareholding in a company;
d)  acquisition or disposal of a significant asset;
e) commencement or cessation of a significant business activity; and

f) a significant change in the nature or extent of its interest in a significant partnership,
trust, unincorporated joint venture or similar arrangement.

The Materiality Framework forms part of the annual corporate plan submission.
The National Treasury Practice Note on Application under Section 54 of the PFMA, provides

parameters for the calculations using the latest audited financial statements but requires

sound judgement, prudence consistency and other qualitative factors to be considered.

As a guideline, the above Practice Note, suggests that the materiality limit be derived from
the Rand value of certain elements of the entities latest audited financial statements as

follows:

Table 14: Rand value of certain elements of the entities latest audited financial statements

Total assets 1% - 2%
Total revenue 05%- 1%
Profit after tax 2% - 5%

The financial implications on the various elements indicated below are based on the FY23
Audited Financial Statements.
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Table 15: The financial implications on the various elements

Assets

Presently the
control environment
of the Land Bank is
sound although
there were material
misstatements
identified, these
were isolated to
those identified
areas as evident in
the audit report for
the FY24 financial
year.
Notwithstanding the
audit outcome, it is
prudent to keep it at
the lower range to
allow for additional
independent
oversight over
significant/material
decisions as the
Land Bank continues
to entrench the key
controls
implemented as part
of the remedial plan.

R27,732bn

2. | SPLOCI

Total
Revenue

0.5%-
1%

0.5%

Presently the
control environment
of the Land Bank is
sound although
there were material
misstatements
identified, these
were isolated to
those identified
areas as evident in
the audit report for
the FY24 financial
year.
Notwithstanding the
audit outcome, it is
prudent to keep it at
the lower range to
allow for additional
independent
oversight over
significant/material
decisions as the
Land Bank continues
to entrench the key
controls
implemented as part
of the remedial plan.

R2,581bn

R12,905m
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3. | SPLOCI

Profit
After tax

2%-5%

2%

Presently the
control environment
of the Land Bank is
sound although
there were material
misstatements
identified, these
were isolated to
those identified
areas as evident in
the audit report for
the FY24 financial
year.
Notwithstanding the
audit outcome, it is
prudent to keep it at
the lower range to
allow for additional
independent
oversight over
significant/material
decisions as the
Land Bank continues
to entrench the key
controls
implemented as part
of the remedial plan.

R59.6m

R1,192m

In considering the elements, the Bank believes that “Total Assets” and “Total Revenue” are an

appropriate measurement tool as “Loans and Advances” and “Interest Income” are a critical

driver of the business from a SOFP and SPLOCI perspective respectively.

Materiality Framework

Table 16: Material Framework

I SOFP

Total Assets

1%

Presently the control
environment of the
Land Bank is sound
although there were
material
misstatements
identified, these were
isolated to those
identified areas as
evident in the audit
report for the
FY2024 financial
year.
Notwithstanding the
audit outcome, it is
prudent to keep it at
the lower range to

R27,732bn

R277,32m
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allow for additional
independent
oversight over
significant/material
decisions as the Land
Bank continues to
entrench the key
controls
implemented as part
of the remedial plan.

SPLOCI

Total
Revenue

0.5%

Presently the control
environment of the
Land Bank is sound
although there were
material
misstatements
identified, these were
isolated to those
identified areas as
evident in the audit
report for the
FY2024 financial
year.
Notwithstanding the
audit outcome, it is
prudent to keep it at
the lower range to
allow for additional
independent
oversight over
significant/material
decisions as the Land
Bank continues to
entrench the key
controls
implemented as part
of the remedial plan.

R2,581bn

R12,905m

Irregular,
Fruitless and
Wasteful
Expenditure. Net
impact on the
Income
statement and
Balance sheet

Total
Revenue

0.5%

Presently the control
environment of the
Land Bank is sound
although there were
material
misstatements
identified, these were
isolated to those
identified areas as
evident in the audit
report for the
FY2024 financial
year.
Notwithstanding the
audit outcome, it is
prudent to keep it at
the lower range to
allow for additional

R2,581bn

R12,905m
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independent
oversight over
significant/material
decisions as the Land
Bank continues to
entrench the key
controls
implemented as part
of the remedial plan.
All instances of
irregular, fruitless
and wasteful
expenditure are
reported and due
process followed in
line with the
requirements of the
PFMA, regardless of
amount.

Theft, fraud and

corruption as
well as irregular,
fruitless and
wasteful

expenditure.

Net impact
on the
Income
statement

All instances are
considered material
regardless of
amount.

It is also important
to note that in line
with the PFMA
S55(2b) The annual
report and financial
statements of Land
Bank will

(b)

include particulars
of—

(i) any material losses
through criminal
conduct and any
irregular expenditure
and fruitless and
wasteful expenditure
that occurred during
the financial year:

(i) any criminal or
disciplinary steps
taken as a
consequence of such
losses or

irregular expenditure
or fruitless and
wasteful expenditure;
(iii) any losses
recovered or written
off.

None

All
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4. Conclusion
The Bank has opted to adopt the materiality figures in point C above as these are deemed appropriate

for the size of the Bank’s operations.
In terms of section 54 (2) (c) of the PFMA:

The Land Bank will request the necessary approval from the Minister of Finance before embarking on

equity investment acquisitions whenever such a transaction could result in:

a. The Bank owning 20% (in terms of “Practice Note on Applications Under Section 54 of the PFMA

by Public Entities”) or more of the issued share capital of the investee company; or

b. Where the Rand value of the acquisition or disposal exceeds 1% of the value of total assets of the

Land Bank.

Reference to the previously mentioned acquisition of equity shall not include preference shares, except
where the subscription price exceeds R319,88 million (as indicated in section above) in which case the
Land Bank must obtain prior written consent from the Minister of Finance. For convertible preference
shares, if at the time of conversion, the Land Bank's shareholding exceeds or equals the 20% threshold,

the Finance Minister’s written consent must be sought.
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LBIC MATERAILITY AND SIGNIFICANT FRAMEWORK

I. Background
e Nature of Business
The Land Bank Insurance SOC Limited (Herein referred to as “the Company”) is wholly
owned subsidiary of the Land and Development Bank of South Africa created to drive the
Bank’s objective of providing financial services that will enable the Bank to satisfy its objects
and its broad development mandate as stipulated in the Land Bank Act (15 of 2002). The
company is licensed by the Prudential Authority to operate as a licensed insurer to offer

financial insurance products.

Key aspects

As a financial institution the key aspects of measurement are as follows:
Balance Sheet - Total assets

Income Statement - Gross written premium (revenue)

Below are some key numbers from the FY24 Annual Financial Statements

Table 17: LBIC Balance Sheet:

R’ 000 R’ 000
Investment assets 327 280
Other assets 292 333
Total Assets 619 613
Other liabilities 192 114
Equity 427 499
Total Equity & Liabilities 619 613
Table 18: LBIC Income Statement

R* 000 R* 000
Gross written premium (Revenue) 811 793
Investment returns 29 19
Insurance expenses 255 195
Operating Expenses 41 35
Profit / (Loss) after Tax (73.2) (6.2)




The company’s Materiality and Significance Framework

¢ General control environment

The LBIC received and “qualified Opinion” with findings audit outcome in FY2024. This is a
regression from the prior year’s clean audit because of material misstatements identified on Trade
and Payables as a result of accruals being understated. The implementation of IFRS 17, a new
accounting standard, presented a lot of technical challenges which led to the regression. The
material misstatements were corrected before the conclusion of the audit, however, FY2024

Financial Statements will be restated.

Management acknowledges the qualified audit opinion. The Board of Directors (“the Board”)
instituted an IFRS 17 remediation plan to improve the internal control environment, including the
appointment of an accounting firm and IFRS 17 technical specialist and this will continue being
implemented to address any deficiencies that remain. The Audit and Risk Committee (“ARC”) of
the Board and Management will monitor this plan to ensure there is continuous improvement
regarding the controls around overall management of all aspects related to the correction and
restatement of the FY2024 Financial Statements and prior years to ensure that these results are
improved in the new year. The LBIC will continue to review its operational environment in order

to address any potential risks that could arise as it pursues its mandate.

Materiality Framework

* Legislative Framework
Treasury Regulation 28.3 requires that the accounting authority must develop and agree a

framework of acceptable levels of materiality and significance with the relevant executive authority.

Section 28.3.1:
“For purposes of material [sections 55(2) of the Public Finance Management Act (PFMA)] and significant
transactions as defined in [section 54(2) of the PFMA], the accounting authority must develop and agree

a framework of acceptable levels of materiality and significance with the relevant executive authority”

In terms of Section 54(2) of the PFMA, before a public entity concludes the following transactions,
the accounting authority for the public entity must promptly and in writing inform the relevant
treasury of the transaction and submit relevant particulars of the transaction to its executive

authority for approval of the transaction:
a) Establishment or participation in the establishment of a company;

b) Participation in a significant partnership, trust, unincorporated joint venture or similar

arrangement;

c) Acquisition or disposal of a significant shareholding in a company;
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d) A or disposal of a significant asset;

e) Commencement or cessation of a significant business activity; and

f) significant change in the nature or extent of its interest in a significant partnership, trust,

unincorporated joint venture or similar arrangement.

The Materiality Framework forms part of the annual corporate plan submission.

The National Treasury Practice Note on Application under Section 54 of the PFMA, provides

parameters for the calculations using the latest audited financial statements but requires sound

judgement, prudence consistency and other qualitative factors to be considered. As a guideline,

the above Practice Note, suggests that the materiality limit be derived from the Rand value of

certain elements of the entities latest audited financial statements as follows:

Total Assets 1% - 2%
Total Revenue 0.5% - 1%
Profit after tax 2% - 5%

Given the operating environment, the LBIC adopts the total assets for any transactions impacting
the balance sheet and adopts total revenue for any transactions impacting the income statement.
Where the transaction impacts both elements, these are considered jointly.

¢ Guidance to be followed by subsidiaries

a) Where transactions envisaged under sections 54(2)(a) and 54(2)(c) occur, the guidelines under

3.1 and 3.3 should be followed.

b) Regarding transactions envisaged under sections 54(2)(b)(d)(e) and (f), the top-most holding

company should agree a significance framework with each of its subsidiaries, by applying the

parameters provided in 3.7 above to determine the rand value of the significance limit

applicable to that subsidiary.

e For any such transaction that exceeds the significance limit of a subsidiary, an

application to the Executive Authority must be made, which application must be

accompanied by approval from the board of the top- most holding company.

e The top-most holding company may make an application to the Executive Authority on

behalf of its subsidiary, provided that this is supported by a resolution to that effect by the

board of that subsidiary.

e Subsidiaries of subsidiaries should follow the same guidelines above.
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In considering the elements, the LBIC is of the view that “Total Assets” and “Total Revenue” are

an appropriate measurement tool as “Investments” and “Gross written premium” are a critical

driver of the business from a SOFP and SPLOCI perspective respectively.

The financial implications on the various elements indicated below are based on the FY2024

Audited Financial Statements, using the minimum guide for prudency given regression in the latest

financials.

Balance
Sheet

Table 19: LBIC Materiality Framework

Total Assets

1%

The control environment of the
LBIC is sound. Although there
were  material  misstatements
identified, these were isolated to
Trade and other payables as
evident in the audit report for the
FY24 financial year.
Notwithstanding the audit
outcome, measures have been put
in place to enhance the overall
control environment which will
result in  improved  audit
outcomes.

619

6.2

Income
Statement

Total Revenue

1%

Lowest possible threshold based
on the total revenue.

The control environment of the
LBIC is sound. Although

there were material
misstatements identified, these
were isolated to Trade and other
payables as evident in the audit
report for the FY24 financial year.

811

8.1

Irregular and
Fruitless and
wasteful

expenditure

Net impact on
the income
statement

0.5%

The control environment of the
LBIC is sound although there were
material misstatements identified,
these were isolated to those
identified areas as evident in the
audit report for the FY24 financial
year. Notwithstanding the audit
outcome, it is prudent to keep it
at the lower range to allow for
additional independent oversight
over significant/material decisions
as the LBIC continues to entrench
the key controls implemented as
part of the remedial plan. All
instances of irregular, fruitless and
wasteful expenditure are reported
and due process followed in line
with the requirements of the
PFMA, regardless of amount.

2.0

0.01
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Theft, fraud

Net impact on

All instances are considered
material regardless of amount.

It is also important to note that in
line with the PFMA S55(2b) The
annual report and financial
statements of LBIC will (b) include
particulars of — (i) any material
losses through criminal conduct

5. | and the Income 0% and any irregular expenditure and All
corruption statement fruitless and wasteful expenditure
that occurred during the financial
year: (i) any criminal or
disciplinary steps taken as a
consequence of such losses or
irregular expenditure or fruitless
and wasteful expenditure; (iii) any
losses recovered or written off
Material
6. Itcl:isoe:gh m:ti:\ngsif: on 0% All i.nstances are considered All
criminal statement material regardless of amount.
conduct
3. National Treasury's guidelines

As a guideline, the National Treasury's practice note on application under section 54 of the Public

Finance Management Act (PFMA) suggests that all transactions be deemed significant where the Rand

Balance Sheet

value exceeds the following:

Table 20: LBIC National Treasury’s Guidelines

Total
Assets

1% - 2%

1%

Measures have been put in
place to enhance the overall
control environment which
will result in improved audit
outcomes. The  control
environment of the LBIC is
sound. Although there were
material misstatements
identified, these were isolated
to Trade and other payables as
evident in the audit report for
the FY24 financial vyear.
Notwithstanding the audit
outcome, measures have been
put in place to enhance the
overall control environment
which will result in improved
audit outcomes.

619

6.2

Income
Statement

Total
Revenue

0.5%-1%

0.5%

Measures have been put in
place to enhance the overall
control environment which
will result in improved audit
outcomes. The control
environment of the LBIC is

811

4.0
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sound. Although there were
material misstatements
identified, these were isolated
to Trade and other payables as
evident in the audit report for
the FY24 financial year.
Notwithstanding the audit
outcome, measures have been
put in place to enhance the
overall control environment
which will result in improved
audit outcomes.

4. Conclusion

The company has opted to adopt the materiality figures in point B above as these are deemed
appropriate for the company's operations given the size of the business, nature of the business and
current operating environment. The materiality figures adopted by the company are minimum of the
range from the National Treasury guidelines set out by the National Treasury and hence more

stringent as follows:

Total Assets 1% - 2% 1%
Total Revenue 05%- 1% 0.5%
Profit after tax 2% - 5% 2%

LBLIC MATERAILITY AND SIGNIFICANT FRAMEWORK
I. Background

¢ Nature of Business

e The Land Bank Life Insurance Company SOC Limited (Herein referred to as “the Company”
or “LBLIC”) is wholly owned subsidiary of the Land and Agricultural Development Bank of
South Africa created to drive the Bank’s objective of providing financial services that will enable
the Bank to satisfy its objects and its broad development mandate as stipulated by the Land
Bank Act (15 of 2002). The company is a licensed life Insurer and an authorised financial
services provider.

¢ Key aspects

As a financial institution the key aspects of measurement are as follows:

Balance Sheet - Total assets

Income Statement - Gross written premium (revenue)

Below are some key numbers from the 2023/24 Annual Financial Statements

Table 21: LBLIC Balance Sheet:

R’m R’ m
Investment assets 1061 1048
Other assets 297 247

71




Total Assets 1358 1295
Other liabilities 76 51
Equity 1282 1244
Total Equity & Liabilities 1358 1295

Table 22: LBLIC Income Statement:

R'm R'm
Gross written premium (Revenue) 4.3 4.7
Investment returns 81.0 99.7
Insurance expenses 0.758 0813
Operating Expenses 20.0 16.0
Profit After Tax 36.5 39.3

o Basis for electing Total assets
As illustrated above, total assets are the most critical driver of the insurance business from a

balance sheet perspective.

The company’s Materiality and Significance Framework

¢ General control environment

The LBLIC received an “Unqualified Opinion” with material findings audit outcome in FY24. This
is a regression from the prior year’s audit because of material misstatements identified on the
investments. The material misstatements were corrected before the conclusion of the audit.
Management acknowledges the unqualified audit with material findings. The Board, the Audit and
Risk Committee of the Board and Management will ensure there is continuous improvement
regarding the controls around overall management of investments to ensure that these results
are improved in the new year.

The 