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Good morning valued IMB Bank members.  

 

Thank you for attending the 2017 Annual General Meeting.  

 

IMB has now been operating in this region for over 137 years and we are proud of our 

commitment to this local community. We have continued to operate 14 branches from 

Thirroul to Kiama where many other banks and mutual ADIs have chosen to close their 

doors. We employ more than 500 staff in variety of professions who reside in the Illawarra 

and surrounding regions and we are pleased to continue to support our members in this 

area, be they individuals, businesses or special purpose organisations.  

 

And, of course, we have grown outside the Illawarra. Overall, IMB Bank now serves over 

193,000 members with 44 branches between Melbourne and Sydney including 7 branches in 

the Australian Capital Territory.  

 

There is an unprecedented level of disruption and change affecting the financial services 

industry, together with a renewed scrutiny on the major banks. Now more than ever, it is 

clear that mutual banking organisations are a vital component of the Australian banking 

landscape, and the success of this banking model is demonstrated by our sector’s consistent 

market-leading customer satisfaction ratings.  

 

To further strengthen and position IMB as a genuine alternative to the major banks and 

become NSW’s leading mutual, we are strategically and prudently focused on taking IMB’s 

mutual banking offer beyond our current areas of operation. We will do this through 

geographic expansion, leading digital banking options and, as opportunities arise, by merger 

with other mutuals.  

 

By achieving these growth objectives, we will be able to bring the benefits of IMB 

membership to more members and the communities where they live.  

 

We are sharply focused on expanding our presence in the high population areas and growth 

corridors of NSW. During the year we opened a new branch at Menai and we now have 

mobile lenders active on the Central Coast and in the lower Hunter regions. 

 

We are also pursuing a range of digital channels to meet the needs of our members and 

those we wish to attract. An ongoing investment is required to ensure that we build a 

business model that is keeping pace with the level of innovation occurring in the financial 

services industry. Rob Ryan will outline some of the exciting technology initiatives completed 

during the year and those under development.  
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Achieving step change growth through mergers with other mutuals continues to be a 

strategic priority, and as you know, on 1 July 2016, the merger with Sutherland Credit Union 

took place. We welcomed around 9,000 members to the IMB group and I’d like to thank the 

former Sutherland Credit Union members and our Sydney based members who have joined 

us here today.   

 

Operating a highly efficient business model has been a hallmark of IMB’s performance and 

we continue to be a leader on efficiency metrics in the mutual banking industry. To that end, 

all former SCU members were successfully transitioned onto IMB’s core banking platform 

within the last 12 months.  

 

While the cost of the SCU systems migration affected IMB’s profit and efficiency results last 

year, the completion of this work has enabled us to eliminate duplicate systems and business 

arrangements. We are confident that the merger will deliver the projected synergies as we 

build on our relationships with former SCU members and further leverage our presence in 

the southern Sydney area.  

  

The Chief Executive will cover the financial performance metrics for the 2016-17 period, but I 

would like to highlight the following key points:  

 the net profit after tax of $27.5 million, was down 7% on the prior year and is considered 

satisfactory in the environment of record low interest rates and having regard to the one-

off costs associated with the integration of the Sutherland Credit Union into the IMB 

business; 

 This one-off and relatively small cost impact of completing the merger should be viewed 

in the context of the immediate benefits of IMB gaining 9,000 new members, an 

additional four branches and $200 million in total assets; 

 At the same time as completing the merger, solid overall performance by IMB is evident 

in the achievement of record loan approvals and  solid deposit growth, with both capital 

and liquidity ratios remaining at strong levels.  

 

This position of strength enabled us to complete another successful off-market share 

buyback in December 2016 with 3.5 million shares bought back. This was the fourth 

buyback, bringing the total shares bought back to 11.5 million, or 29% of the shares on issue 

prior to the commencement of the buyback program.  

 

We have recently announced our next voluntary off-market share buyback under which we 

are seeking to buy back up to $13 million of shares. Shareholders will soon begin to receive 

their Buyback Booklet with the Tender Period opening on 8 November.  

 

I encourage shareholders to review their personal circumstances and consider seeking 

financial advice as to whether they should participate in the Buyback. Depending on a 

shareholder’s individual circumstances, the off-market share buyback may provide an 

attractive avenue to dispose of shares more quickly and effectively than would occur on 

IMB’s market.  

 

Looking outward, our industry continues to face significant regulatory change. We welcome 

legislative reforms aimed at levelling the playing field between the mutual banking sector and 

the major banks. There is, however, still much that can be done to enhance the level of 

competition in our industry, including that Regulators ensure that changes are scaled and 

applied fairly given the differences between the size and complexity of the major banks and 

smaller ADIs. 
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As an example, in this current year, as strong competition for high quality loans and deposits 

prevails, we are dealing with the effects of APRA’s mandate requiring ADIs to restrict growth 

in investment loans. At the same time, conditions around interest only loans have tightened 

which has a significant effect on loan writings and our ability to provide members with the 

products that they seek.  

 

We are managing our levels of investor loans in line with the Regulators’ expectation and are 

assisting our existing members who are seeking such loans wherever we can. We are 

looking forward to an easing of these circumstances.  

 

At IMB Bank, we support the intense scrutiny of the major banks and the entire financial 

services sector. There have been significant breaches of trust at the major banks to the 

detriment of their customers, and we know that a constant vigilance around culture and 

standards of conduct is essential.  

 

Over the past year, we have again reviewed our Code of Conduct, our reward and 

recognition structures, and what it means to be true to our corporate values. IMB’s ‘risk 

culture’ is a topic of regular discussion between Board and management and we have strong 

risk and compliance frameworks to ensure that the Board receives information on 

performance against our regulatory obligations and the high standards that we have set.   

 

Throughout our history, IMB’s reputation has been built on high quality service and the trust 

that we will act in the best interests of our all our members. These are IMB’s enduring values 

and they continue to remain just as relevant today.  

 

In 2016-17, following our merger with SCU, IMB Bank launched the Shire Community 

Foundation, which provides $100,000 of support to community based projects in each of the 

next 3 years.   

 

The Shire Community Foundation operates in addition to the IMB Community Foundation 

which has now granted $8.6 million to over 600 projects with a diverse range of themes and 

purposes.  

 

I will mention just one of the 56 very worthwhile projects IMB Bank supported last year to 

provide members with a sense of the positive difference that these organisations make in our 

communities.  

 

This year we provided support to the Shepherd Centre’s ‘Halfway Hear Program’ which is an 

early intervention program for children with partial hearing loss. These children are ineligible 

for government support because they are simply not yet considered ‘deaf enough’. The 

challenges that such children and their families face are considerable especially in their early 

years of schooling. IMB Bank’s funding supports a comprehensive program which includes 

audiological assessments, diagnosis, management plans and support networks.   

 

We are also involved in supporting the development of businesses and leaders and we are 

proud sponsors of the Illawarra Business Awards, networking events for women in business 

and education programs such as Leadership Illawarra. Our pool of IMB Bank marquees for 

use by community groups at their events and the countless hours of support offered by our 

staff to make local community activities a success all combine to help our members and their 

communities to be better off.   
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As has been the case in previous years, I will now address a number of topics that have 

been the subject of questions from members in the lead up to today’s meeting:  

 

We have received questions from shareholder members in relation to the level of Dividends.   

As is outlined in the Dividend Guideline released in 2016, the Board takes a number of 

factors into account when considering dividends. These factors include the: 

 performance of the company; 

 strategic growth objectives; 

 the operating environment; 

 current and future capital requirements, which must now take into consideration APRA’s 

determination that IMB’s ordinary shares will not be recognised as regulatory capital 

after a period of time; 

 PwC’s Report on Contributed Funding; and  

 Regulatory requirements 

 

When I addressed you last year at the 2016 AGM I advised that the Board’s intention was to 

pay a dividend of 20 cents per share for 2016-17, provided IMB’s capital adequacy ratio was 

above 14% and profits were maintained or increased. At that point in time, it was flagged to 

members that after a series of RBA reductions to official interest rates, the ability to maintain 

profits at the 2015-16 level would be challenging, and this was reinforced in announcements 

over the year.  

 

The Board’s decision to pay a full year dividend of 18 cents per share reflects that difficult 

trading conditions resulted in a lower profit than the previous year, with the dividend paid 

representing a payout ratio of approximately 79% of shareholders’ interest in contributed 

funding. 

 

Going forward, I confirm the Board expects the effective dividend payout ratio based on 

shareholders’ interest in contributed funding, to be between 65% to 80% which is consistent 

with the dividend payout ratios applied by the major banks.  

 

Questions were asked by a small number of members as to why IMB is not listed on the 

Australian Stock Exchange and if we intend to do so.  

 

It is important to understand that IMB cannot be listed on the ASX because of our mutual 

structure and specifically the ‘1 member, 1 vote’ principal which means that regardless of 

how many shares a member holds, a shareholder member only has one vote.   

 

The Board continues to be resolute in its commitment to IMB’s mutual structure, and that 

remaining a mutual organisation provides IMB Bank with the best opportunity to compete, 

grow and service our members.  

 

From time to time, the Board and management still receive inquiries as to whether IMB 

intends to buy back all shares on issue. I confirm that this is the Board’s plan. The 

appropriateness of this strategy was reinforced last year, with the announcement that 

following changes in prudential standards which were introduced after the GFC, APRA 

determined that IMB’s ordinary shares do not meet the requirements for recognition as 

regulatory capital.  
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As we previously communicated, APRA has provided approval for the shares to temporarily 

maintain their current regulatory capital treatment of Common Equity Tier 1 until 1 January 

2025. From this date, the ordinary shares on issue will have no regulatory capital value for 

prudential capital purposes. The transitional period APRA approved is consistent with the 

period over which IMB intends to buy back all ordinary shares on issue.   

 

I have received a question on the proposed appointment of Mr Peter Fitzgerald, regarding his 

former role as the Managing Partner of KPMG Wollongong, and the timing of his casual 

appointment on 1 September.  

 

In keeping with normal practice, Mr Fitzgerald will address the meeting prior to the resolution 

concerning his re-appointment.  

 

I will respond as to whether a conflict of interest exists which is unable to be appropriately 

managed given he was previously the managing partner of KPMG Wollongong, the firm that 

acts as IMB’s external auditor.  

 

I assure members that proper consideration of this issue occurred throughout the due 

diligence and fitness and propriety processes overseen by the Board Corporate Governance 

and Remuneration Committee prior to Mr Fitzgerald’s appointment.    

 

For the avoidance of doubt, I confirm that both the Board, and Mr Shanks who is the current 

Managing Partner of KPMG Wollongong and the appointed auditor for IMB, are satisfied that 

the appointment of Mr Fitzgerald does not give rise to any conflicts of interest that are unable 

to be managed in line with our regulatory obligations.  

 

The situation where a former partner or employee of an audit firm is appointed to the Board 

of an entity that has previously been a client of the audit firm, is specifically contemplated 

under both the Corporations Act and APRA’s prudential standards. There are clear time 

periods which must elapse prior to such an appointment being made and certain positions 

being held, and I confirm that IMB has complied with these.   

 

In particular, I note that Mr Fitzgerald has not had any involvement on an IMB audit for in 

excess of ten (10) years. Mr Fitzgerald stepped down as Managing Partner of KPMG in June 

2014 and retired as a partner of KPMG on 30 June 2015 and he has no ongoing role with 

KPMG.  

 

In accordance with the requirements of our regulator, Mr Fitzgerald is able to be a member of 

all IMB Board Committees upon his appointment and is eligible to act as the chairperson of 

the Audit or Risk Committees from the 2018-19 financial year. 

 

In terms of the timing of Mr Fitzgerald’s appointment, the retirement of Bob Elvy, the outgoing 

Chair of the Audit Committee, was scheduled to follow the approval of the 2016-17 financial 

statements which occurred in late August.  

 

Following Bob’s departure, the Board appointed Peter to fill a casual vacancy, ensuring an 

orderly transition and opportunity for Peter to become more familiar with the workings of the 

Board prior to standing for re-election at today’s AGM.  
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Following on from there, I would like to formally recognise the significant contribution made 

by Bob Elvy who served on the Board from 2008. Bob held a number of roles during his time 

on the Board including Deputy Chairman and Chair of the Audit Committee. I would like to 

thank Bob for his dedication and commitment. It is great to see Bob here today, still showing 

his support for IMB Bank. 

 

In closing, I reiterate that while the 2016-17 period was challenging for IMB Bank, we were 

able to achieve significant progress on our core strategic initiatives.  

 

I would like to thank my fellow directors for their considerable efforts in charting IMB’s 

strategic direction and ensuring there is prudent oversight of IMB’s business operations. To 

the Chief Executive, Robert Ryan, the Board values your strong leadership and 

congratulates you and all staff on the achievements for the 2016-17 year.  

 

Finally, thank you to IMB Bank’s 193,000 members for your trust in us as we continue the 

journey to be NSW’s leading mutual bank.  

  

Thank you.  I will now hand over to our Chief Executive, Robert Ryan.  
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Chief Executive’s Address 

Robert Ryan 
 

Thank you Noel. I would also like to extend a warm welcome to our members here today. 

 

The banking industry and the way it is regulated, is rapidly transforming and, like many other 

industries, is being significantly reshaped by digital innovation and disruption, and 

increasingly mobile and empowered consumers.  

 

Macro prudential interventions, a new accountability regime and a transition to open banking, 

are but just a few of the significant challenges facing all Australian banks, when we are 

already operating in a difficult, low growth, low interest rate environment.  

 

The public scrutiny and focus on bank conduct and culture is expected to continue, which 

creates a level of uncertainty about the extent of future regulation and how this impacts 

competition in banking. 

 

Against this backdrop, we firmly believe opportunities exist for IMB and our model of 

providing simple, authentic banking to enhance the financial well-being of our customers who 

own the bank. 

 

Financial Performance 

 

Recapping on the past 12 months, I am pleased to report that IMB has grown and remains 

financially strong, relevant and well positioned for the future. 

 

We performed well in our key metrics, and even after excluding the positive impact of the 

Sutherland Credit Union business, our loan approvals were up significantly, we achieved 

continued strong growth in our deposit base, with capital and liquidity levels maintained well 

in excess of regulatory requirements.  

 

IMB’s net profit after tax of $27.5 million was lower than the previous year’s result reflecting 

the challenging low interest environment and one-off costs associated with the integration of 

Sutherland Credit Union into the broader IMB business. 

 

Net interest income increased on the previous year to $110 million with the average interest 

margin maintained during the year at 2.03%.  The maintenance of the interest margin, in a 

highly competitive market, reflects our effective management of interest rates and balance 

sheet growth.  

 

Total expenses increased by $9.7 million on the previous year to $85.1 million. While this is 

an increase at the headline level of approximately 12%, when excluding the effects of the 

SCU merger, underlying expenses have increased by approximately 6%. This increase 

reflects the costs associated with the implementation of a number of key strategies including 

organic growth via new branches and our digital banking initiatives.  

 

IMB also invested in increased training for our staff and saw an uplift in our marketing spend 

which has supported the strong growth in both the lending and deposit portfolios. 
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Loan approval levels for the year were $1.17 billion, 15.5% higher than the previous year. 

The continued year on year increase in loan writings is a reflection of IMB’s competitive loan 

offering, continued improvements to our online applications  and a focus on improving 

productivity.  

 

Member deposits also continued their year on year growth, with total deposits increasing by 

$527 million, or 12.3%, over the previous year, and retail deposits growing by 10.8% which 

was ahead of system growth.  

 

Strategy 
 

While the core financials of the business remained strong, I am also pleased to comment on 

the progress we have made on our strategic objectives.  
 

For some time, we have indicated our intention to pursue mergers with other mutual ADIs, 

which allow us to target more rapid growth and provide scale to continue to provide low cost 

banking. 
 

One of our key strategic achievements over the past year was the successful integration of 

the Sutherland Credit Union business with IMB, which included a consolidation of staff, 

systems and operations into the IMB group.  
 

This has provided incoming members with access to a broader range of products and 

services, as well as new technologies. We also affirmed our commitment to Southern 

Sydney, by opening a new branch at Menai, and, as Noel noted, establishing the Shire 

Community Foundation.   
 

I would like to thank not only the many staff that contributed to the success of this project, but 

also the SCU members that were so supportive during the transition period.  

 

IMB’s vision is to become NSW’s leading mutual. Key to achieving this outcome is for IMB to 

provide simple, authentic member owned banking that helps our members and communities 

be better off. I’d like to now highlight some of our other strategic initiatives undertaken during 

the year which have moved us closer to that goal. 

 

Today’s customer expects digital technology to deliver seamless experiences across all 

channels and on any device. IMB’s investment in digital transformation is reinventing the 

banking experience for our members, making banking more convenient and secure. The past 

year has seen regular upgrades to Internet Banking and our Mobile Banking apps and the 

introduction of e-statements.  

 

We streamlined our member and account opening processes, reducing new member on-

boarding time to just 3 minutes – a significant improvement on the previous process, and in 

August, we were the first Australian financial institution to offer authenticated messaging 

within our mobile banking app. This feature provides members with a highly convenient way 

to engage with us via their mobile phone, and will be a key service differentiator for IMB. 

 

During the year we introduced a Reverse Mortgage Loan providing our older members with 

the ability  to borrow money against the equity in a home, as well as an Aged Care Loan to 

help reduce the stress and worry of transitioning into an aged care facility. We are supporting 

these products with access to IMB Financial Planning whose planners offer aged care advice 

to members and their families when navigating the complex arrangements associated with 

the sale of property, aged care payment options, superannuation and Centrelink impacts. 
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We have continued to ensure our products are refined and remain competitive, and in 2016-

17 IMB received a number of awards and external recognition. This included a 5-star rating 

from independent ratings company, Canstar for a number of our lending products as well as 

being named the Australian Lending Awards Best Secured Personal Loan Lender of the Year 

for the second year in a row. 

 

We have maintained our commitment to face to face banking, relocating our Warrawong 

branch, opening a new branch at Menai and completing significant refurbishments of the 

Picton, Narellan, Macarthur Square and Warilla branches. And as Noel mentioned, we are 

proactively looking to new areas in which to have a physical presence and establish the IMB 

brand.  

 

We can see the results of our focus on member products and service through the 

compliments we receive from members, the growth in our members numbers and the results 

of our Member Satisfaction Survey. During the past 12 month we welcomed 13,000 new 

members to IMB, in addition to the 9,000 members we welcomed following our merger with 

SCU. Over the last 7 years IMB has maintained overall member satisfaction levels in excess 

of 95%. We are very proud of these results and are always striving to do even better. 

 

We completed our fourth voluntary off-market share buyback which saw 3.5 million shares 

bought back. We have now bought back 11.5 million shares over the off-market buybacks 

and IMB plans to conduct future buybacks that strengthen our mutual structure.  

 

As the Chairman has mentioned, we recently announced our fifth voluntary off-market share 

buyback – shareholders should receive information on the buyback in the next week. 

 

None of this progress is possible without the hardworking, dedicated IMB workforce. IMB’s 

staff are critical to our success and so often it is our members and their letters of thanks and 

compliments that remind us of this.  

 

Our Board, management and staff are all deeply committed to delivering the highest 

standards of ethical conduct and ensuring we maintain an excellent risk culture, which puts 

our members first. 

 

We strive to ensure that our staff are equipped to meet the challenges of a rapidly changing 

banking environment through structured training programs which provide staff with the new 

skills and knowledge they require to meet immediate business needs, and the opportunity to 

build long term careers with IMB.  

 

Our learning priorities in the last 12 months have focused on how we live and breathe the 

IMB Code of Conduct, and the areas of member service, sales skills, deposits, personal and 

home loan lending, alliance products, induction and necessary compliance training. This has 

been supplemented with the provision of management and coaching skills for key managers 

and supervisors across the business as well as the upskilling of experienced IT staff on agile 

approaches to systems development. 

 

Our Traineeship, Cadetship and Tertiary Education assistance programs continue to be 

important for us as we build the next generation to take IMB into the future. During the year 

we welcomed eight new financial services trainees to a new career at IMB.  Over the past 12 

years we have helped more than 112 young people to further their qualifications after they 

completed their HSC or to add to their education with a 12-month traineeship.   
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In terms of our focus for the 2017-18 year, we are constantly looking for ways to meet the 

evolving needs of our members including, simplifying and streamlining our processes and 

adopting technologies that remove the friction from banking. Early next year, we will be 

expanding our digital payments capabilities, including offering real time payments capabilities 

for members and businesses using new technologies through a payment company IMB part 

owns.  

 

We are continuing work on building a wholly digital lending platform for the future, which will 

significantly simplify and improve the lending process for members and staff by automating 

and connecting the many complex processes involved in getting a home loan. 

 

Supporting Local Communities 

 

Supporting the communities in which we operate is a core value for IMB. As well as the 

support IMB provides to a variety of charity, community and sporting organisations, we also 

provide significant support to community projects through the IMB and Sutherland Shire 

Community Foundations.  

 

In addition to the $500,000 donated to the IMB Community Foundation this year, we have 

also committed $100,000 in funding to The Shire Community Foundation in support of 13 

local initiatives in the Sutherland shire.   

 

We are proud of the difference our contribution can make to the projects we support. Projects 

such as the PCYC Break Free Café which provides learning and employment opportunities 

for disadvantaged youth, young offenders and youth at risk. And Green Connect, a social 

enterprise business who employ refugees and young people to work in their Warrawong 

based garden, providing vegetables boxes to homes and businesses as well as waste 

management services. Both of these projects are providing skills and experience that 

disadvantaged youth and refugees may not receive via any other means.  

 

Each year we are inspired by the people and initiatives that make a real difference in the 

lives of people in our communities. We are honoured to be able to assist these worthwhile, 

and in some instances life-changing, projects and we look forward to funding further projects 

in the future. 

 

Outside of the support of the Community Foundation, we are also pleased to support 

Football South Coast, Illawarra District Netball and the Early Start Discovery Space. 

 

In further support of our younger members, this year we extended our range of financial 

literacy initiatives  and were excited to launch our new financial literacy hub for teenagers, 

The Money Tree by IMB Bank. The Money Tree provides information and resources for 

teenagers to help them learn about earning, saving, spending and managing their money. 

 

In conjunction with this initiative, we teamed up with the National Theatre for Children to 

deliver ‘Mad About Money’, an educational financial literacy program comprised of an in-

school performance, a teacher guide, lesson plans, a student workbook and online activities. 

So far the program has visited 20 schools and reached more than 4,900 students. 

 

We are committed to the provision of support like this because while operationally we are 

here to provide excellent banking products and services and good value for our members, 

we also consider the bigger picture. 
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We want to help strengthen the communities where our members live and work, and create 

positive relationships and partnerships. This philosophy is what creates our point of 

differentiation and is part of what keeps our members so satisfied.   

 

Conclusion 

 

For the year ahead, we expect the current low rate environment to continue. Competition for 

retail funds, coupled with historically low lending rates, will continue to place pressure on 

interest margins for all ADIs and lending growth may be curtailed in some areas due to 

emerging regulatory boundaries.  

IMB will continue to accelerate our digital transformation, which will assist us to grow our 

business and deliver efficiencies and productivity gains. Disciplined balance sheet and cost 

management, together with the maintenance of excellent credit quality, will further strengthen 

IMB’s financial position. 

 

Notwithstanding this competitive market, we believe that IMB’s business model will continue 

to deliver sound results and, while we are cautious  in the current  economic conditions, we 

remain confident about our future financial performance. 

 

We  would like to pursue additional inorganic growth opportunities, knowing that our merger 

with SCU has created a larger, more competitive and capable organisation, that delivers 

enhanced benefits for both members and staff. We hope that our successful integration will 

lead to additional mergers with like-minded organisations in the near term. 

 

I would like to thank all IMB’s management and staff for their ongoing commitment and 

dedication. I am very proud of our staff and take this opportunity to recognise their significant 

contribution to our results and their personal approach to providing member service. 

  

I would also like to thank the Board for their continued support and guidance over the past 

year. IMB has a very hard working, highly skilled Board, with all directors contributing a 

significant amount of time to IMB. I would like to acknowledge the contribution of our recently 

retired Director and Deputy Chairman Bob Elvy. Thank you Bob for your counsel over the 

years, and I wish you well for your future endeavours. 

 

And finally, thank you, our loyal members for your continued support of IMB. 

 

Thank you.  

 


