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Mandate of the Land Bank
The Mandate of the Land Bank, the Constitution and the National Development Plan highlights the
importance of the agriculture sector to the country’s development and transformation agenda…
Mandate:
The objects, as per the Land Bank Act, No. 15 of 2002, are the promotion, facilitation and
support of:
•
•
•
•
•
•
•
•
•
•

Equitable ownership of agricultural land, in particular increasing ownership of agricultural land by HDI’s
Agrarian reform, land redistribution or development programmes aimed at HDI persons;
Land access for agricultural purposes;
Agricultural entrepreneurship;
Removal of the legacy of racial and gender discrimination in agriculture;
Enhancing productivity, profitability, investment and innovation;
Growth of the agricultural sector and better use of land;
Environmental sustainability of land and related natural resources;
Rural development and job creation;
Commercial agriculture; and
Food security.

Dual Nature of the Bank’s mandate to support both:
• Established Commercial Agriculture; and
• Emerging / Development Sector.
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Development Objectives
Strategic Development Objectives:

Transformation

• Transformation of the sector through increased
Black ownership and participation.

Sector growth

• Sector growth through projects/transactions which
create additional production capacity.

Employment
Quality

• Job creation via agricultural value chain development
and Employment quality, through upscaling black
producers/employers.
• Food security, through increased production.

Food Security

Sustainable
Development

• Sustainable development, through provision of risk
capital and industry business support that promotes
sustainable agricultural practices.
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Supporting the Emerging Sector

Transformation

Development

Differentiating Development and Transformation
The term ‘Development Loan Book’ is limited to the support that is provided by the Bank to
smallholder and medium scale commercial farmers as per the definition of the
Department of Agriculture, Forestry and Fisheries (DAFF):
• Smallholder farmer defined as a venture undertaken by an individual or business entity for the purpose of
household consumption and deriving a source of income from agricultural, forestry and fisheries activities
along the value-chain.These are usually the new entrants with an annual turnover of between R500k and R1m.
• Medium-scale commercial producer defined as a venture undertaken by an individual or business entity for
the purpose of deriving a source of income from agricultural, forestry and fisheries activities along the valuechain.These are established enterprises with an annual turnover ranging between R1m and R10m.

The Land Bank Act places a specific responsibility on the Bank to contribute to the redressing of
historical injustices of the past, specifically related to patterns of land ownership by previously
disadvantaged persons and their exclusion from the agricultural sector.
Land Bank premised its definition of Transformation transactions as those promoting the
inclusion of previously disadvantaged persons in the agricultural sector. Consequently the
Transformation Book consists of finance provided to the following persons or entities:
•

Wholly Black-owned;

•

Majority Black-owned (Black shareholding of 51% or more); or

•

Substantially Black-owned (Black shareholding of between 30 and 50% and a BBBEE Level of 1 – 4).
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Supporting Development and Transformation
Addressing the Challenges of New Entrants
Some Challenges Faced by New Entrants:

Land Bank Products Assisting Emerging Farmers:

Lack of equity for new-generation farmers

Special Mortgage Loan product for emerging farmers –
interest rates initially subsidised and increased to commercial
rates as business cash flow improves;

Lack of affordable finance for new-generation
farmers
Lack of collateral for new-generation farmers

Lack of skills, experience, and track record
Lack of climate/environmental models for risk
management in the sector
Lack of access to value-chains and market-related
prices for production inputs
Lack of coordination of private sector funds /
skills available to support new-generation farmers

Longer Term Mortgage Loans (25 years) to emerging
farmers to improve affordability;
Land as Collateral by emerging farmers taken at favourable
loan to value ratio than for commercial applicants;
Leveraging on state grants for blending finance to
emerging farmers – enabling affordable finance.
Lending to emerging farmers in partnership with
intermediaries, which includes technical support and
market access, thereby supporting emerging farmers to
successfully participate at various levels in the value chain.

To address all of the challenges faced by new entrants is costly and requires Funding Support
for the Bank to provide affordable financing, absorb the credit risks associated with new entrants,
and provide pre- and post-finance support services.
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Development Sector

Challenges of New Entrants and Cost of Doing Business
Conversion Rate
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100%

100%
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Credit record &
PEP

80%

70%

Experience
Supporting docs
DD requirement
Transformation
Environment &
social impact

60%
60%

Norms & lack
of historical
data
Institutional
arrangements

50%

50%
35%

40%

Risk appetite
Pricing
Conditions

CP’s to be met
Turnaround time
Pricing

Development
Commercial

40%
30%

30%

25%
15%

20%

0%

Initial enquiry

Pre-screen

Due diligence

Credit submission

Approval

Disbursement

The average conversion rate is poor for Development and Transformation clients relative to the
Commercial clients, signaling the heavy costs and maintenance required to service this segment
of the market
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Land Bank’s Contribution

Development and Transformation
Despite the constraints involved in the support for development and transformation, the
Bank is continuing to increase financing to development and transformation entities.
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7.9
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0%
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13.7

15.3

FY2008

FY2009

FY2010

FY2011

FY2012

FY2013
Commercial

FY2014

Development and Transformation

The Bank’s broad reference to “Development and Transformation” consists of:
• “Development” – loans to HDI’s, and
• “Transformation” – loans to Commercial / Corporate entities where “Black Ownership” is > 51%, and/or the entities
have a BBBEE Level 4 or better with a minimum of 30% Black Ownership.
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Transformation Programme

Leveraging of Funds for Development and Transformation
The Bank raises funds from the capital markets at relatively expensive interest rates, and is therefore
constrained from providing affordable financing to development farmers.
To alleviate this constraint the Bank is focusing on leveraging tailored Funds to support its development
objectives.
1

Black Producer Commercialisation Programme

2

AgriBEE

DRDLR

R152m

DAFF

DAFF

R220m

Fund Administrator of a
“Grants Only” Fund

R203m

• R47minitial deposit in 2006
• R203m balance in May 2019
• Total R24m disbursed
• Due diligence on 6
transactions to value of
R46m handed over
• R43.8m deposit in October
2019

R650m

• R200m Jobs Fund grant
• R150m Land Bank mezzanine
funding
• R300m Land Bank senior debt
• R15m Land Bank M&E commitment

R241m

• R118m Jobs Fund grant
• CGA contribute R23m
• R100m available by Land Bank
directly to farmers

Fund Administrator of a Blended Finance (Grants complemented by Loans)
Lender
Insurer
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Jobs Fund
HORTGRO

R600m

Funder

R500m loans
R100m support

DAFF Jobs Fund

Fund Administrator
Lender

R600m

•
•
•
•

SPV – off balance sheet
R300m Land Bank senior debt
R200m Jobs Fund grant (Hortgro)
R100m debt, 0% customer rate

• R300m Jobs Fund grant in favour of
the department
• Department matching finance of
R300m

LB Mezzanine Fund

Fund Administrator
Lender
Citrus Growers Association
Jobs Fund

Fund Administrator
Lender

Although Land Bank is exploring avenues to obtain additional grant funding to support development and
transformation in the sector, the support of government remains a critical success factor while further
Land Bank Presentation
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10

Sources of Funds

Government Support from Sector Departments
R 3.9bn - SONA

“In the stimulus and recovery package announced last year, we promised to prioritise
funding for emerging farmers. Over the medium term budget period, R3.9 billion has
been allocated to the Land Bank to support black commercial farmers.”
(SONA – 20 June 2019)
National Treasury provided the following breakdown of the R3.9bn:

Agreement between Land Bank and DALRRD still needs to be concluded on the application of
the allocated funds to specific programmes.
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Transformation Programme

Leveraging of Funds for Development and Transformation
• DALRRD developed the Black Producers Commercialisation Programme Blended Finance Facility (BPCPBF) policy in 2018 and requested Land Bank in September 2018 to administer this fund on its behalf:
o The Bank received R120m (FY2018: R100 million) from then DAFF and R152.5m (FY2018: R0) from then
DRDLR to manage in accordance with the fund policy;
o A pilot project was launched to assess the initial fund criteria and ability of the parties to identify suitable
projects;
o In its capacity as a bank, Land Bank may receive loan applications, conduct a due diligence on the applications
and, if they qualify for blended financing, apply for grant funding on behalf of the projects;
o Grant funding is approved by an independent Funding Forum consisting of representatives from various
government departments;
o Once the Funding Forum has approved an application, Land Bank, in its capacity as fund manager, may disburse
the grant funding to the successful applicants;
o The Bank then follows its normal loan disbursement process for that component of the facility;
o The intention is that any accredited financier will eventually be able to apply to the funding forum on behalf of
qualifying projects; and
o Upon approval by the Funding Forum, the Land Bank will disburse the grant funding to the financier in its role
as fund administrator.
o To date, seven projects with a cumulative grant value of R88.6m and loan value of R58.7m have been approved.
o Grants and loans are being disbursed to these projects, but Land Bank was requested by DALRRD on 30 April
2019 to defer further applications until a review could be completed of the pilot project.

• Land Bank acts as the administrator and manager of the AgriBEE (Agricultural Broad-Based Black Economic
Empowerment) Fund
o Details are provided later in the presentation.
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Transformation Focus
Loan Book

Based on the Corporate Scorecard definition of transformation, the absolute value of transformational loans
as a percentage of the loan book is 12%;
Approximately 8% of the loan book meet the narrow definition of development; and
The Bank’s current Development and Transformation Book of R8.6bn is made up of R3.3bn of development
transactions and R5.3bn of transformation transactions as defined in the previous slides
Loan Book Split (R billion)
50,0

40,0

45,6
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45,0

45,2

43,2

40,1

38,4

37,3
34,6

35,0
30,0
25,0
20,0
15,0
10,0
5,0

2,2

3,3

2,7

5,0
2,2

5,3
2,9

3,3

0,0
FY2017

FY2018
Commercial

Transformation

FY2019
Development

Aug-19

Total Loan Book

* Development includes CDBB direct lending, WFF and CHEFF
Land Bank Presentation

13

Transformation Focus
Women and Youth
Women:
• 64 financing transactions involved ownership by Black women, of which 24 were wholly owned by
Black women were supported during April 2018 and March 2019.

Youth:
• The Bank is currently mobilising a Youth Pilot Project to enable access to technical support and
business advisory, input supply as well as market access for youth and women;
• The Bank’s youth initiative will primarily finance working capital, meaning financing requirements of
this product need to be met;
• The Bank requires management and technical agricultural experience on all transactions which are
financed, and this will remain a prerequisite on applicants by specified segments of the population;

• The Bank is working on an initiative specifically targeting youth who are at various stages of
production and the on- boarding will, in some instances, allow for individuals who have no prior
farming experience, but show the willingness to be mentored on an ongoing basis to enter the
sector; and
• Credit requirements will be consistently applied on transactions through this initiative, although
there are funding mechanisms (where available) which will be deployed.

24 Youth Farmers were supported during April 2018 to March 2019.
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Application of Grant Funding
AgriBEE Fund

Land Bank appointed as fund administrator in 2006; Land Bank administers the AgriBEE Fund on behalf of DAFF; No applications
are made through Land Bank; There is no blending of loans with AgriBEE Fund; and Payments made on instruction from DAFF
Objectives

The fund aims to improve transformation and empowerment in the agri-sector, specifically in postharvest activities
The total available funding for the 2019/20 financial year is R200m, which equates to five projects per province (assuming R5m per project)
The AgriBEE Fund shall be utilised for:
• Share/ Equity acquisition in the postproduction farming operations including agro-processing, or
• Postproduction related infrastructure – in the promotion of enterprise development through value add or agro-processing

Utilisation

• Acquisition of equity and shares in viable and sustainable enterprises, including vertically integrated enterprises (agro-processing) in the
agriculture, forestry and fisheries sectors
• Promotion of enterprise development initiatives through value add and agro-processing infrastructure (postproduction related infrastructure)

Criteria
and
Conditions

• Government and the Land Bank employees, including politicians will not be eligible to receive grant funding and/or support from the AgriBEE
Fund;
• A minimum own contribution of 10% (ten percent) of the grant to be provided shall be required from applicants.
• As a rule, the maximum grant that each applicant can apply for is R5 000 000.00 (five million Rand)
• The funds must only be utilised for the purpose for which they were advanced and/or applied for and the applicant shall provide the Land Bank
and/or the DAFF access to verify the use of the advances made.

Features

• Land Bank plays a Fund Administrator Role, undertaking activities including fund management, reporting, etc.
• Application for a maximum of R5 million, DALRRD and Land Bank can consider application above R5million provided there is a compelling
motivation supporting the application
• A maximum of 49% equity/ share acquisition must be considered, this is to ensure continuity and sustainability are achieved
• Deposit 10% own contribution prior disbursement
• Deposit 20% own contribution if amount requested is more than R5 million
• Applicants must demonstrate capacity to implement the project
• Successful applicants to sign legally binding agreements with DALRRD setting out THE roles and responsibilities of each party

Business
Model

•
•
•
•
•
•
•

Origination: Provincial Department of Agriculture, Land Reform and Rural Development and Land Bank
Initial Assessment: Provincial DALRRD
Due diligence: Land Bank
Recommendation for funding: Land Bank
Approval for funding: DALRRD
Disbursement: Land Bank on receipt of disbursement instruction from the DG DALRRD
Monitoring: DALRRD
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AgriBEE Fund
Timelines

2006 - 2011

2011 - 2016

2006: 1st Agreement signed
R47m)

2011: 2nd Agreement
signed for a period of 5
years
2013: Repatriation of
Funds to National Treasury
(Amount R228,5m)

2016 - 2019
01/2017: Suspension Letter from DAFF to
Land Bank
11/2017: Upliftment of Suspension
2018: MOU finalisation with DAFF
02/2019: New Agreement signed
05/2019: Legal Amendments finalised by DAFF
06/2019: Land Bank performs Due Diligence
on the six (6) applications handed over (value
R46m) – decision from DAFF/DALRRD is still
pending
10/2019: R43,8m paid into fund as part of
annual deposit by DAFF – current balance in
the account is R251.2m
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AgriBEE Fund

Payments made between May 2014 and November 2016
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AgriBEE Fund

Current Financial Year Activities
Due diligence has been completed by Land Bank on the applications below. The Grant
Approval Decision is awaited from DALRRD.
ArgiBEE Applications Received by Land Bank
No Applicant

Location

Purpose

Funding Requested

Overberg -Western
Cape

Build Cold Room & for
forklift

R

5 000 000,00

Western Cape

Upscaling operations

R

4 998 991,20

3 K9 Pet Food (Pty) Ltd

Western Cape - Cape
Town

R

24 898 985,00

4 La Ric Mal cc

Western Cape Stellenbosch

Upscaling & enterprise
support
Acquire machinery for
production, logistics &
delivery

R

3 837 531,56

Mystic Blue Trading 164 (Pty)
Ltd
Umzimkhulu Treated Timbers (
6
Pty) Ltd

Kwa Zulu-Natal Nkwalini
Kwa Zulu-Natal Umzimkhulu

Purchase of 2 trucks

R

2 883 835,20

To acquire commercial
vehicle & machinery

R

4 680 204,00

R

46 299 546,96

1 D & M Fresh Produce (Pty) Ltd
2

Kaapschon Boerdery 35 (Pty)
Ltd

5

Total Funding Required
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Cavalier Meat Group
Overview

• Cavalier is one of the largest integrated producer, packer and processor of lamb and beef
products in South Africa
• In 2015 the Company was granted a R205m expansion funding facility by the IDC in order to
increase its capacity to meet growing demand for lamb meat products, as an alternative protein
source to beef, in the local market
• In June 2017, the Land Bank subscribed for a 19.9% equity interest in Cavalier Group of
Companies (Pty) Ltd
• The investment was intended to facilitate the participation of Black shareholders in the sector,
and to develop a broader banking relationship with the Company.

Investing in Cavalier gives the Land Bank the opportunity to drive growth in the South
African meat industry, fast-track the industry’s transformation and boost returns on the
Bank’s invested capital, which, in turn, can be used to support further transformation.
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Cavalier Meat Group
Transformation Impact

1. BEE Transformation: Growth of Black Ownership and Participation in the South African meat production,
processing and retail sector. The Bank and Cavalier have agreed to facilitate the introduction of a workers’ trust as
a shareholder:
i. Land Bank to dispose of its 19.9% equity interest in the Company to the Cavalier Employee Trust
(CET) representing Black employees who make up approximately 90% of the 1,400
employees of the Group – eligibility will, amongst others, consider the years of service of the Black
employees;
ii. Cavalier founding shareholders to make available a further 10.1% equity interest in the Company to CET;
iii. This will bring the CET shareholding up to 30%; and
iv. Land Bank to provide the funding to CET for the transaction.
Progress is at an advanced stage and expected to become effective before the end of 2019.
2. Socio-economic considerations:
i. The combined effects of the Land Bank, IDC and Woolworths partnership with Cavalier has resulted in
the Company increasing its staff complement from 700 to over 1400 employees over the last
2years;
ii. A decision was taken to phase out Labour Broker by employing a number of their employees
permanently. By the end of August 2019 a total of 224 employees have been employed permanently; and
iii. The Company’s skills development programmes have elevated over 100 workers into skilled
positions over the past 2years.
3. Security of supply:
Cavalier has a feedlot capacity of 35 000 standing lambs and currently slaughters 3500 per day, and can
increase slaughter capacity to over 5000 carcasses per day:
i. Cavalier procures livestock directly from farmers throughout South Africa, ensuring
sustainability for farming communities.
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Majesty Oils (Pty) Ltd
Overview

• The Majesty Oil Group was founded in 2000 by a previously disadvantaged person, Mr Dalla “Billy” Pillay, the
current CEO, through an initial person investment of R5m;
• The Group took four years to complete the construction and commissioning of the plant, with manufacturing
commencing on the 17th January 2005;
• Mr Pillay has grown a small oil seed processing and distribution company based in Krugerdrop into the largest
sunflower and soya crushing in the plant in the country, with an annual turnover in excess of R2.4 billion;
• It is also the country’s only producer of Lecithin (a food additive with various medicinal benefits), and one of
the largest Texturized Vegetable Protein (TVP) manufacturers in South Africa;

• The group’s current operations focus mainly on processing soya bean and sunflower seed into a variety of
products for both human and animal consumption;
• The group sources soya bean and flower seeds from farmers, co-operatives and commodity trading
companies and processes these into various products for the production of animal feed as well as products for
human consumption;

• The product portfolio is diverse and includes soya cake, sunflower cake, full fat soya, lecithin, texturized vegetable
protein (TVP), husk, sunflower crude oil, soya crude oil as well as soya refined oil; and
• The Group commands a significant market share in most of its product categories with key customers including,
Olam International, Louis Dreyfus, ETG, ADM, Seaboard Overseas and Trading Group, Nutri Feeds, Royal Canin,
Daybreak Farms and Cargill.
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Majesty Oils (Pty) Ltd
Transaction Structure

• Approved Total Loan of R210m;
• R110m disbursed on 03 September 2019 and the remaining R100m to be disbursed within the next 6 months;
• Finance the expansion of:
o Soya and Sunflower crushing plants (including own on-site Silo storage facility);
o Improvements to the Texturised Vegetable Protein (TVP) Plant; and
o New workshop and store space.
• The project was based on a Cost-to-Complete basis:
o The client started and completed the project with own funding;
o Land Bank refinanced when the plant was completed; and
o Land Bank appointed independent valuators who completed valuations of the commissioned plants as input
into the approval of the transaction.
Product Expansion

Estimated Capex

Soya
Full fat soya
TVP
Sunflower
Degumming
Lecithin
Silo storage for 5 000 tons sunflower seed and soya bean
New workshop and store
Sunflower oil storage

R115m
R4m
R20m
R55m
R0
R3m
R25m
R5m
R6m

Total

R233m

Status Upon Disbursement
Commissioned
Commissioned
Commissioned
Commissioned
Commissioned
Commissioned
Commissioned
Commissioned
Commissioned
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Majesty Oils (Pty) Ltd
Development Impact
1.

Equality,Transformation and Inclusiveness:
i. The Majesty group is a 100% black owned and managed company;
ii. This transaction impacts the transformation of the industry significantly, as Majesty becomes a market leader;
iii. Majesty can be viewed as a catalyst for improving inclusivity and market access of black farmers as they have
the capacity and means to buy from black farmers and entrepreneurs, thus driving the transformation of the soya
and sunflower value chain;
iv. Majesty has established an emerging farmer development program to provide market access and other support
to black farmers:
o Above market prices to entice black farmers to grow and supply the plant with sunflower (SAFEX +R90) and
soya (SAFEX + R280);
o Quicker payment terms;
o Access to silos at no cost, reducing the farmer’s operating expenses; and
v. This programme primarily targets new farmers and supports them through their first harvest:
o The first group participants included farmers from Brits, Magaleisburg, Bethlehem, Vanderbijlpark and 2 North
West communities who all subsequently delivered to the plant in the last harvest; and
o For the coming season, the group has thus far contracted 5 farmers from Limpopo, 10 farmers from Mpumalanga
and 15 farmers from Brits.
vi. The group currently supports 3 black entrepreneurs with TVP, soya products and sunflower oil, which they
package and sell to the market.

2.

Sustainable Development:
i. Majesty has invested in sustainable development to ensure that all new equipment, processes and procedures
meet required food, health and safety, environmental and social impact requirements; and
ii. As a part of the expansion of the plant, the Group underwent a comprehensive environment and sustainability
assessment which identified gaps which may have existed and these have been addressed accordingly.
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Majesty Oils (Pty) Ltd

Development Impact (continued)
3.

Economic Growth:
i. Through the expansion of the plant, the group is in a position to service the local demand for products that
were previously being imported. This import substitution has a positive impact on South Africa’s foreign
reserves, trade deficit, and the country’s ability to be a self-sufficient food producer;
ii. The expansion has also increased the demand for more locally produced sunflower and soya beans; and
iii. Since completion of the expansion, the group has become the largest edible oil seed producer in the
country.

4.

Employment and Labour Matters:
i. Addition of 40 new permanent jobs, as well as various temporary employment opportunities, and
associated skills development, throughout the construction process;
ii. The group is one of the largest employers of the local community in the Krugersdorp are, where
unemployment levels are high;
iii. The Group is considering establishing an in-house training school that is registered with SETA, which will provide
training for fitters and turners as well as welders and boilermakers. The training school will cater for the Group’s
own staff as well as unemployed graduates in the local community.

5.

Social Considerations:
i. As a part of the emerging farmer development program, the group identified two rural communities in
the North West which they would like to start assisting; and
ii. TVP is an affordable protein source which is being used in the government nutrition programs.

6.

Food Security:
i. South Africa’s TVP, sunflower oil cake, soya cake and de-oiled cake production has increased as a direct result of
Majesty’s activities. TVP is used in the manufacture of soya food products and meat products, soya food products are
also seen as an ideal substitute for meat products; and
ii. Sunflower and Soya cake is demanded key component in the production of animal feed, particularly in
the production of poultry and pork feed. Soya cake is currently imported, mainly from Argentina due to a lack of
local supply.
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THANK YOU!
• 420 Witch-Hazel Avenue
• Eco Glades, Block D, Eco Park
• Centurion Pretoria
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