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Chairman’s Address  
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Members, it is my pleasure to address you today on behalf of the Board of IMB Bank. We are 

proud of the strong performance that IMB has achieved in what has, and continues to be, an 

extremely challenging and transformational period for the entire finance industry.   

 

As members of IMB, you too should be proud of this organisation and the choice that you 

have made to be part of a secure, growing and values-based customer owned bank.  

 

In reflecting on the achievements and challenges of the 2019 financial year, let me begin with 

the following highlights that encapsulate a productive and successful period for IMB Bank: 

▪ The company has maintained sustainable financial performance where many other ADIs 

have experienced a deterioration in key metrics;  

▪ There was no requirement for IMB Bank to give evidence to the Financial Services Royal 

Commission and there were no findings made about the organisation from that 

significant inquiry;  

▪ We have undoubtedly demonstrated a sustainable growth capability with the opening of 

a new branch, construction of a new head office to cater to our expanding workforce, 

year on year net member growth and loans and deposit volumes ahead of the system 

growth rate; and 

▪ IMB is a also strong and attractive merger partner for other mutual ADIs, and having 

completed a successful merger with Sutherland Credit Union in 2016, we have 

announced our next merger with Hunter United Employees’ Credit Union, which will 

expand IMB’s geographic reach further north in NSW. 

 

Members can take great satisfaction from the breadth and range of strategic initiatives that 

IMB Bank delivered in the 2018-2019 year.  

 

IMB Bank’s strong outcomes have been the result of strong financial management and 

deliberate strategic choices, supported by continuous improvement in our governance and 

monitoring frameworks. The stability of IMB Bank’s business performance gives us all 

confidence that the Company is well equipped to respond to the ongoing regulatory changes 

and evolving community expectations that will attract the focus of all banks and financial 

services organisations for the foreseeable future.  

 

The Financial Services Royal Commission concluded in February with 76 recommendations. 

Financial institutions must now comply with the wave of new regulation and adapt to the 

changing posture of the key regulators, with APRA and ASIC each taking a stronger and 

more proactive approach.   
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There is also no question that the prevailing economic conditions are placing intense 

pressure on margins and with two rate reductions already having occurred in the first quarter 

of this year, results in the short term will be affected. Over the medium term, we expect that 

improvement will occur as our strategic growth initiatives take effect.  

 

In June 2019, IMB completed a sixth, very successful off-market share buyback. Through the 

buyback program we have now bought back 16 million shares in total, representing 40% of 

the 40 million shares on issue prior to the commencement of the buyback program in 2012. 

This progress is enabling IMB Bank to invest in strategic initiatives for the benefit of the 

organisation and its members for the longer term.  

 

The Board and management remain focused on balancing the capital requirements of the 

business to meet IMB’s regulatory, strategic and operational requirements and the timing of 

future buybacks will be considered having regard to these matters. Based on expected 

capital requirements and the challenges in building further capital in the current economic 

climate, at the current time we consider it unlikely that there will be a buyback within the 

2019- 2020 financial year.  

 

Members will be aware that one of primary outcomes of the buyback program is to improve 

IMB’s attractiveness as a potential merger partner for other mutual ADIs. IMB’s last merger 

occurred in July 2016 when we welcomed 10,000 members from Sutherland Credit Union 

and integrated that business very effectively, leveraging the synergies of our two 

organisations in the Sydney region.  

 

In July this year, the Board was delighted to announce a second merger, this time with 

Hunter United Employees’ Credit Union. 

 

The merger with Hunter United which is based in Newcastle, is key to IMB’s strategy to be 

NSW’s leading mutual which entails IMB Bank having a presence in key regional markets 

throughout the state. The Boards of IMB Bank and Hunter United believe there is a strong 

cultural alignment between our two mutual financial institutions and upon completion, a 

further 9,000 members will join IMB. Through the merger, IMB will gain the benefit of an 

additional five branches, $334 million in total assets and 35 employees with strong 

connections and knowledge of the thriving Hunter/Newcastle region.   

 

I am pleased to confirm that the merger application is currently being considered by the 

regulator and, subject to approval from Hunter United members and APRA, the merger is 

expected to complete in early 2020.   

 

As part of the merger, one of the existing Hunter United directors will be selected to join the 

IMB Board as is contemplated under IMB’s Constitution for merger transactions. The Board 

considers it highly beneficial to have the regional expertise and organisational insights of a 

director from the Hunter region as the merged entity embarks on its operations and seeks to 

attract new members and deepen relationships within the region.  

 

Upon the selection process being complete, we will make announcement to members as to 

which director will join the Board, and in accordance with the Constitution, this person will be 

required to stand for re-election by members at the second annual general meeting which 

occurs after completion of the merger.  
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Mergers between mutuals are achieved by way of a transfer of business under legislation 

administered by APRA – and there is no acquisition cost paid for the transfer itself. While 

there are short term costs associated with integration of the businesses and any member 

value proposition offered to the members of the transferring entity, mergers with other 

mutuals provide a compelling and cost effective way to achieve greater scale more rapidly 

than most other organic strategies.  

 

In response to questions received by members in advance of the meeting, I confirm that the 

Board hopes to be able to complete mergers with other culturally aligned mutuals on an 

ongoing basis over the longer term. It is increasingly difficult for small mutual organisations to 

manage the more onerous regulatory standards and pace of change and this is likely to lead 

to further merger activity within the sector. IMB has demonstrated that it is a strong merger 

partner with a sustainable platform from which to create a larger combined mutual bank 

which has greater economies of scale and is more competitive against the major banks.  

 

In reflecting on the failures that have been exposed in other large financial services 

organisations, the Board and management have reviewed and will continue to monitor the 

standards of conduct and elements of culture that are fundamental to IMB.  The 

implementation of the Banking Executive Accountability Regime has been a valuable 

exercise in bringing further clarity to the roles and responsibilities of directors and the 

organisation’s senior executives and reinforcing the very serious responsibilities that we must 

discharge as the leaders of an ADI.   

 

As part of this exercise, the Board has strengthened the design of IMB Bank’s executive 

remuneration framework by introducing deferral and clawback arrangements, and re-

confirming that IMB Bank’s variable remuneration schemes encourage behaviour that 

supports the delivery of appropriate member outcomes, financial soundness, our desired 

culture and a strong risk management framework.  

 

As I have previously outlined to members, the Board makes a concerted effort to meet 

directly with a range of employees across the organisation, of varying levels of responsibility. 

We as directors consider these interactions to be vital in building the right ‘tone from the top’ 

and monitoring conduct throughout the organisation. In the previous year, directors met with 

branch staff in the Illawarra and ACT regions, employees from a number of head office 

support functions, and also the employees from Hunter United Employees’ Credit Union.  

 

Such visits foster a more connected culture, where staff hear what is important to the Board 

and to give employees the confidence to speak up should they observe something that does 

not meet the standards that are expected.  

 

While we are not complacent about the need to work to ensure our people consistently do 

the right thing, as Board members, we are so proud of the IMB workforce. We have seen 

staff with an unwavering desire to help members to be better off, technical specialists with a 

passion for delivering improvements in IMB’s systems and procedures, and overall the 

willingness of our people to embrace change.  On behalf of the Board, thank you to IMB’s 

entire staff for your massive contribution to IMB’s success.   

 

Before handing over to Rob, I will address the key themes in the questions submitted by 

members in advance of today’s meeting.  
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Dividends 

Our shareholder members are seeking an indication around the future level of dividends. In 

setting the level of dividends, the Board considers factors such as the prudential capital 

treatment of the ordinary shares, the profit for the financial year, the capital and strategic 

needs of the business over the medium term and the shareholders’ interest in the contributed 

funding position of IMB. 

 

As has now been discussed at length at successive Annual General Meetings, the Board has 

indicated that the dividend is likely to be within an effective payout ratio range of 65% to 80% 

based on shareholders’ interest in contributed funding. The full year dividend of 20 cents is in 

line with this guidance, and represents a payout ratio of approximately 73.95% of 

shareholders’ interest in contributed funding. 

  

As I outlined earlier, in the year ahead, it will be challenging to maintain the financial 

performance of 2018-2019, and consequently there will be downward pressure on dividends, 

with any increase in dividends requiring a material lift in profit to be feasible. 

 

Remuneration  

Finally, I will now discuss the theme of Directors’ Remuneration which is the subject of one of 

the proposed resolutions today. The Board is seeking member approval to increase the 

maximum aggregate remuneration of directors from $760,000 to $960,000.  

 

In putting a resolution to members for approval to increase the aggregate value of 

remuneration of the directors, the Board deliberated extensively. It is never an easy decision 

as to when or by how much to seek such an increase.  We have listened to the feedback 

from members in recent AGMs and have endeavoured to provide members with a more open 

and transparent approach as to how Board remuneration will be determined over the longer 

term.  

 

In this year’s notice of meeting, we provided more granular information about the individual 

values of remuneration received by each director based on the roles they perform for the 

Board, an extensive rationale for why the Board considers that an increase to the aggregate 

remuneration pool is appropriate, and details as to how the Board intends to utilise the pool 

over the next several years.  

 

To reiterate the key points from the explanation provided to members in the Notice of 

Meeting, I comment as follows: 

▪ Almost 50% of the proposed increase is attributable to the remuneration that will be 

payable to the additional director that joins the Board as part of the merger with Hunter 

United Employees’ Credit Union; 

▪ The aggregate value of Director remuneration was last determined by members, ten 

years ago in 2009 and since that time remuneration increases have been limited to 

movements in the CPI within the current aggregate pool of $760,000 

▪ The aggregate amount of IMB Directors’ fees is now, in most cases, lower than the other 

large mutual ADIs we include in our benchmarking data with similar operations and scale 

to IMB.  The Board has reference to the Finance Industry Remuneration Group 

remuneration data for large mutual ADIs, regional banks and financial services 

organisations; 



IMB Ltd - Annual General Meeting  23 October 2019 

 

 

IMB Ltd trading as IMB Bank  ABN 92 087 651 974  Page 5 of 10 

 

▪ If IMB does not offer remuneration at a level commensurate with the duties and 

responsibilities that must be discharged by directors of an ADI, particularly in the current 

climate where financial services entities are competing to attract the highest quality 

candidates to contribute to the governance of the organisation, then IMB will have 

greater difficulty in maintaining the strength of knowledge, experience and diversity 

currently represented by the Board. The Board believes aligning the directors’ 

remuneration with the 50th percentile or the midpoint for similar organisations, is a fair 

and reasonable position to adopt; 

▪ the Board has lacked the flexibility to deal with changes that occur at the Board level – 

for example, we may wish to change the structure of Board Committees and Chair 

responsibilities, or as Board retirements occur, the retiring and incoming directors could 

serve concurrently for a short period of time to facilitate an orderly transition. These 

changes all require the Board to have some flexibility in the maximum remuneration 

value that it can access to cater to the circumstances that best support strong Board 

performance.  

 

It is important for members to be clear on these things: 

▪ the proposed aggregate remuneration figure of $960,000 is the maximum amount that 

can be paid to all directors: 

- the Board does not intend to utilise this amount immediately and it will 

accommodate the evolving needs of the Board for several years; 

- for the 2019-2020 year, the Board commits to limit the increase passed on to 

individual directors to 1.6% in line with the movement in the average weighted 

Consumer Price Index to June 2019; 

- the Board aims to move director remuneration to be in line with the 50th percentile 

(mid point) for remuneration of directors of companies of a similar size and 

complexity over the next two to three years. At the end of that period, there will still 

be headroom between the maximum available to be paid and the actual amount 

payable to directors, and in passing on increases after this, directors will be guided 

by industry benchmarking data and general industry behavior in relation to director 

remuneration; 

- If for some unforeseen reason the merger with Hunter United does not proceed, the 

Board will continue to be guided by industry benchmarking data for the 50th 

percentile, the mid point for organisations of a similar size and character.   

 

Please be assured that we take very seriously the trust that members place in the Board to 

act in the best interests of the organisation when determining the manner in which to 

distribute the maximum aggregate remuneration pool.  

 

If members do not approve the proposed resolution: 

▪ the Constitution will be relied upon to remunerate the additional director that will join the 

Board as part of the merger; 

▪ the Board will be entitled to pass on the existing pool of $760,000 in the manner in which 

it determines, as provided for in the Constitution, however for the 2019-2020 year, the 

Board commits to limit the increase passed on to individual directors to 1.6% in line with 

the movement in the weighted average Consumer Price Index to June 2019. 
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IMB Bank’s performance has been strong and the existing directors are entitled to be fairly 

remunerated to reflect their contribution to these outcomes – sustainable profit, leading 

efficiency, leading customer satisfaction, branch expansion, mergers, expansive digital and 

payments solutions and a strong regulatory track record. This is a high performing Board, 

and we look to IMB Bank’s members to support us in maintaining the current strength and 

diversity of this Board. 

 

The Board thanks those members that have already shown their support for this resolution 

and hopes that members here today have comfort about the prudent manner in which the 

aggregate remuneration would be allocated over the next several years.  

 

IMB Bank moves into the 2019-2020 year in a strong position, focused on managing the 

challenging economic conditions, making further progress on our strategic plans and 

ensuring IMB Bank maintains a reputation for having excellent standards of conduct and 

governance.  

 

I would like to recognise my fellow directors for their committed efforts in the previous year. 

Much has been achieved by IMB Bank, and this stems from the strong leadership and focus 

on our Vision that each director brings to this wonderful organisation.  Thank you for the 

robust challenge and rigour that is brought to governance processes of the Board and for the 

way in which members remain at the heart of our decision-making.  

 

To IMB Bank’s members, thank you to those that have taken the time to engage in today’s 

meeting, and to all members for their ongoing support and advocacy, as without this we 

would not be here today recognising IMB Bank’s continuing success.   

 

I will now hand over to the Chief Executive, Robert Ryan, who I congratulate for another 

remarkable year of achievements. The 2018-2019 results place IMB Bank in a leading 

position as we embark on what will undoubtedly be a demanding period for all financial 

institutions, and the Board thanks you for your leadership.  
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Chief Executive’s Address 

Robert Ryan 
 

  

Thankyou Noel.  
 
I would also like to extend a warm welcome and thank you all for taking the time to be here 
today. 
 
I am pleased to be able to share with you our solid results for the 2018/19 financial year as 
well as the significant progress we have made to deliver on our Vision to be NSW’s Leading 
Mutual Bank.  
 
IMB’s Purpose remains to provide high value, simple and authentic customer-owned 
banking, which helps our members and communities be better off.  
 
This purpose guides our decision making and our focus on providing great service and 
banking solutions for our members, which ultimately drives IMB’s financial strength. 
 
Over the past 12 months, our financial position has remained particularly strong across many 
of our key metrics.  
 
Financial Highlights 

Group operating profit after tax of $31.7 million was slightly higher than the previous year, 
supported by an average interest margin of 2.12%, in line with the previous year - a pleasing 
outcome given the current low interest rate environment. 
 
Our total assets grew by 2.8% to $6.1 billion on the back of strong growth in the lending 
portfolio. During the last 12 months we approved loans worth approximately $1.3 billion - a 
record result for IMB.  
 
The residential loan portfolio grew by more than 7%, our personal loan portfolio by 9% and 
our commercial lending by over 12%, well above the respective system growth in all three 
categories.  
 
As I have stated in past years, IMB members can be assured that these lending results are 
underpinned by responsible lending practices which require loan applications to undergo 
stringent servicing assessments and reviews. Reflecting this, bad and doubtful debts 
expense was only $1.5 million, slightly ahead of last year, but still an excellent result given 
the market conditions. 
 
Total expenses amounted to $91.6 million for the year, a modest increase of 3.3% on the 
previous year, and the ratio of non-interest expense to operating income for the Group was 
66.9%. IMB’s efficiency ratio continues to be one of the lowest amongst our mutual peer set 
and we are seeking to improve upon this position to support further investment into our 
business. 
 
We also saw solid growth in members deposits which increased by 5.5% to $5.3 billion. 
IMB’s liquidity remains well above the required regulatory levels and the Group’s capital 
adequacy ratio at 30 June was 15.5%. 
 
This year we will review the opportunities arising from legislation specifically created to 
enable mutual companies to issue capital without affecting the mutual status of the entity – 
which is to be known as a Mutual Capital Instrument. These unique reforms have arisen out 
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of the government initiated Hammond Review, one of the aims of which was to enhance the 
competitiveness of mutuals by enabling them to raise capital so that they have more 
opportunity to invest in growth capabilities.  
 
IMB is in a good capital position and we have a range of capital options available and may 
not ever have a need to make use of an MCI, however we will give consideration to these 
industry developments and are of course pleased to see regulatory change which is 
specifically recognising the value in the mutual model.  
 
Strategic Priorities 

Over the past 12 months we have made good progress on our strategic agenda. We 
continue to modernise our business, grow our footprint, invest in the improving our member’s 
banking experience and develop our people and culture. 
 
Growth 

We continued to grow our presence in Sydney opening a new branch in Rouse Hill. The 
modern branch design brings our unique and competitive retail and business banking 
propositions to Sydney’s North West growth corridor. 
 
We have adapted 12 of our existing branches to become Local Business Centres, supporting 
our efforts to capture a greater share of the small business market in the locations of these 
branches. 
 
New mobile lenders have also been introduced into targeted growth areas, including the 
Central Coast and Newcastle regions. As the Chairman discussed in his address, we have 
announced plans to merge with Hunter United Employees’ Credit Union, which is an exciting 
development to support our current growth initiatives in the Hunter region. 
 
Construction of our new head office building is progressing well with the base structure now 
complete. We expect that our administration and contact centre staff will move into the new 
building in late 2020. 
 
Digital Transformation 

Innovation and digital investment remains critical to IMB successfully delivering product and 
service enhancements to members.  
 
Key initiatives progressed during the year include the launch of a full suite of mobile and 
wearable payment options including Apple and Google Pay, which provide members with 
unrivalled payments flexibility.   
 
We also transitioned our contact centre to a leading cloud-based platform which has 
delivered new capabilities including improved security, a greater range of self-service options 
for members and enhanced reporting. The platform has also enabled contact centre 
operations to be extended to our branch network, allowing our skilled branch staff to 
seamlessly deliver excellent service and support to members over the phone. 
 
We have commenced a major lending transformation project to digitise IMB’s lending 
processes that will offer a genuine online application for mortgages, which we will launch 
next year. 
 
We have also implemented new technology that provides advanced risk detection and 
analysis capability during every mobile app and internet banking session, making digital 
banking with IMB even safer.  
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And we will continue to invest in new fraud technologies, utilising machine learning to use 
data across all channels to detect and respond to fraud, keeping our member’s money safe 
in this environment of increasing cyber-crime. 
 
People 

The foundations of IMB’s success have always been built upon our people and their care for 
our members. We are proud of the integrity and trust inherent in the way we do business and 
how our employees regularly go above and beyond for our members to deliver excellent 
service outcomes.    
 
Our member focus is reflected in the results from our Customer Survey during the year which 
saw a 95%-member satisfaction rating and an improved Net Promoter Score, which 
increased from 38 in 2015 to 51 this year. These results are testament to the quality of our 
people and success in executing on our key member strategies. 
 
As the environment in which we operate changes, we too are changing the way we work. 
This year we introduced an innovation workspace to facilitate collaboration and innovative 
thinking and our core teams have been trained in lean and agile methodologies. And 
reflecting our growing and changing communities, we will continue to develop our inclusion 
and diversity workplace programs. 
 
And we continue to support our Traineeship and Cadetship  programs, along with Tertiary 
Education support to develop talent in our business. This year we welcomed eight new 
financial services trainees and financially assisted 21 staff with tertiary and post graduate 
education. 
 
Supporting Local Communities 

IMB’s commitment to the communities in which our members live and work remains strong. 
Our mutual ethos promotes engagement with, and support of, the communities around us 
and this has never been more evident than in the past 12 months.  
 
We have been pleased to support junior sport through our sponsorship of the Football South 
Coast and Hills Shire Football junior competitions.  
 
Our associations with the Illawarra Business Chamber, the Sunset Cinema and the Cook 
Community Classic, along with the participation of our 48 branch teams in many local events, 
deliver a strong grass roots IMB presence in our communities. 
 
Recognising the importance of understanding saving and spending from a young age, our 
school banking program continues to expand with 27 primary schools now participating and 
more than 2,400 students registered to the program.  
 
We also provided significant support through our Community Foundations. This year, the 
IMB Community Foundation celebrated its 20th anniversary. Over that time, the Foundation 
has provided $10 million dollars in support to over 700 worthwhile community projects.  
 
In 2019, we pledged funding support to another 51 outstanding projects, that shared in over 
$700,000 of funding.  
 
In the 20th year of the Foundation, we also recognised 20 Community Heroes and Spotlight 
Projects. We have  acknowledged some outstanding people and programs with whom we 
have had the privilege of working with over the past two decades, and thank them for making 
a significant difference in their communities. 
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Looking ahead 

The year ahead is an exciting one for IMB. In April 2020, IMB will celebrate its 140th 
anniversary, a significant milestone for the business and one we look forward to celebrating 
with members.  
 
In this unique period of historically low interest rates post the Financial Services Royal 
Commission, we expect operating conditions to remain challenging, with further downward 
pressure on interest margins and rates. 
 
In this environment, we will continue to make difficult, but fiscally responsible decisions, and 
act in a way that balances the needs of all of IMB stakeholders, while maintaining the 
financial sustainability of IMB. 
 
We remain committed to maintaining our robust risk culture, strong governance and 
accountability frameworks. Although we are comparatively a simple retail bank, not affected 
by many of the issues raised during the Financial Services Royal Commission, we welcome 
the regulatory change that is occurring across industry in relation to fairness and integrity in 
the way that financial institutions deal with their customers, and we support efforts to 
increase the level of competition in banking.  
 
Conclusion 

In closing, I would like to thank our staff for their efforts during the year. In an environment of 
ever-increasing demands, they continue to provide the highest level of personal service to 
our members. 
 
I would also like to thank IMB’s Board for their continued support and the significant 
contribution they make to IMB Bank’s strategic direction and risk management.  
 
And finally, I would also like to thank our loyal members for their continued support of IMB. It 
is with your support that IMB remains a strong and secure mutual bank, providing a highly 
competitive alternative to the big banks.  
 
I look forward to building on this year’s success with you as we enter our 140th year. 


