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FINANCIAL PERFORMANCE AND 
RESILIENCE 

F2019 was defined as a period of change for Iemas to 
position the business for growth in F2020 and beyond 
in a challenging macro-economic environment. The 
focus has primarily been on securing new employer 
groups, such as Dimension Data,  Mercedes-Benz and 
L’Oreal, to diversify Iemas’ risk concentration spread 
into industries other than mining and manufacturing, 
gradually changing the debtors profile in its business 
aligned to the Group’s longer-term sustainable growth 
strategy. 

The finalisation of the replacement of core information 
technology systems, with implementation scheduled 
for Q1 F2020, was a priority. Another key focus was 
Iemas’ core operational model which is in the process 
of being amended and changed to create clearer roles 
and accountability; the benefits of which are expected 
to manifest from Q2 F2020.

The profit for the year amounted to R93,2m (2018: 
R103,0m). Although the F2019 results fell short of the 
levels achieved in F2018, actions taken mid-year are 
starting to yield positive results. The overall aim has 
been to implement measures to stabilise the downward 
trend and position Iemas for growth going forward, as 
outlined in more detail on page 10 under Strategy. 

Members’ funds increased from R814,1m to R848,3m. 
Total borrowings, current and non-current, increased to 
R2 875,8m (6,7%), due to additional funding required 
to finance the increase in total advances.

Iemas financing business

The consumer credit market remains characterised by 
high consumer debt levels and intense competition for 
creditworthy consumers. Advances increased mainly 
due to the growth in unsecured advances to members 
who have the propensity to repay their debt.

Iemas will persist in implementing the required actions 
to ensure that its credit management is executed 
effectively in order to contain bad debts and arrears 
within acceptable levels. Even though the increase in 
bad debt written off in 2019 is reasonable, given the 
growth experienced in advances over the last two 
years, it remains a priority to contain it to a minimum.

Credit granting governance came under detailed review, 
given the macro-economic environment. A change in 
product mix not only resulted in a 2% move towards 
unsecured lending from secured lending to diversify 
the risk profile, but also ensured that Iemas remains 
relevant and competitive. The governance of credit 
granting processes is being reviewed on a continuous 
basis.

Iemas insurance business  

Iemas Insurance Brokers recorded a profit before tax, 
although its projected growth in policy units did not fully 
materialise. This was due to macro-economic factors and 
more specifically, a 16% increase in policy cancellations 
as members’ disposable income decreased, rendering 
them unable to pay their premiums. 

Regulations to cap credit life fees were promulgated; 
policies are renewed annually with this cap being 
introduced on renewal and this impact will be seen into 
F2020. 

Short-term insurance 

The intensely competitive short-term insurance industry 
is characterised by high levels of price-sensitivity, with 
F2019 seeing loyalties decreasing with an explicable 
movement towards lower premiums. Iemas’ short-
term insurance business grew by 6% outperforming the 
industry benchmark of 3%.

Life insurance 

The division experienced a move from traditional 
funeral policies towards savings and life products, in 
line with its objective to provide a holistic solution for 
the lower to mid-market, with total income from the 
division increasing.
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The focus in the year ahead would be to expand Iemas 
Insurance Brokers’ offering by contracting with insurers 
with unique products not already in the business’ 
offering, such as employer benefits. 

TECHNOLOGY 

Technology enablement implementation remains a big 
priority within Iemas. The replacement of Iemas’ core 
technology systems is scheduled to go live during Q1 
F2020 for all financing products, the premium collection 
system and the customer relationship management 
(CRM) system. 

The concerted focus on achieving readiness for 
technology implementation had a ripple effect, which 
caused the business to be stagnant. Key product 
resources focused efforts on both technology projects 
and their core business function.

The implementation of the new core information 
technology will enhance Iemas’ competitive position and 
customers’ experience in a fast-changing technological 
environment – propelling the Group towards digital 
readiness. 

THE BEGINNING OF A NEW CHAPTER 

In December 2018, the chapter ended with Johan 
Nel’s retirement as Group CEO of Iemas. We extend 
our appreciation to Johan for implementing essential 
governance structures and providing solid leadership 
during his nine-year tenure. 

Our Chairman, Temba Mvusi, reached the mandated 
tenure of seven years as an independent non-executive 
director in October 2018 and Willem van Heerden was 
appointed as the new Chairman.

Structure changes 

Iemas is in the process of positioning itself for growth, 
to remain competitive, relevant and sustainable in a 
rapidly changing environment. It needs to be able to 
withstand the challenges of new Fintechs and digital 
virtual banks being launched with low cost structures 
and regulatory limitations on fees charged. Digital 
enablement combined with improved customer service 
delivery will give Iemas a competitive advantage. This 
called for a re-look at the Co-operative’s operating 
model to ensure sustainability going into the future.

Various projects have been initiated to streamline and 
optimise business processes, resulting in significant 
changes, starting with its management layer. The 
Iemas Executive Committee has been restructured, as 
is shown on pages 17 and 18, and Board representation 
by executives was reduced to the Group Chief Executive 
Officer and Chief Financial Officer.

Strategy 

Iemas’ business performance has been in decline over 
the past four years and though still under pressure this 
year, the annual rate of decline has been minimised. 
This was mostly achieved through the introduction of 
short-term cost reduction measures, although this is 
not necessarily sustainable over the long term. 

The Iemas business needs to be re-positioned; this 
requires fundamental changes, including changing of 
fixed business operating costs into more variable costs. 
Iemas needs to obtain the appropriate scale to justify 
the remaining imbedded fixed enablement costs. The 
themes over the short to medium period are:

INPUT OUTPUT OUTCOME
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Position Iemas 
for growth – 
get the basics 
right in terms 
of business 
enablement 
requirements, 
business 
process 
optimisation, 
improved 
customer 
experience 
and value 
proposition

Change 
management 
– operational 
processes, 
accountability 
and 
organisational 
culture 
transformation

Growth 
enablement 
technologies 
and people re-
skilling
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Capitalise 
on the 
enablement 
year – 
embedding 
new practices 
of the 
enablement 
into daily 
routines

Benefits of 
standardisation, 
focus, 
digitalisation, 
re-skilling and 
automation  
become 
evident, 
resulting in 
improved 
productivity 
while leveraging 
on economies of 
scale

Complementary 
business and 
products are 
added to Iemas’ 
offering and 
business risk is 
reduced
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Re-investment 
of short-term 
strategic 
benefits 
completed 
during the 
short to 
medium term

Scaling benefits 
become 
available to see 
member benefit 
growth in real 
terms

Benefit years 
for stakeholders 
and members
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Focus areas for F2020

For reasons set out above, and the economic  
constraints, Iemas’ performance has not been 
satisfactory. Performance is constrained by the late 
delivery on its Iemas Business Modernisation (IBM) 
program, which will now be implemented during Q1 
F2020.  

To improve the quality of the debtors book, Iemas will 
continue to focus on the acquisition of members in less 
vulnerable business sectors and those in the middle to 
middle-high income categories. A key enabler of growth 
will be a relook of the Iemas card business and using 
technology to upgrade the card offering.

Venturing into complementary business areas, such 
as banking services and/or expanding into adjacent 
territories, will always be on the radar and part of the 
Iemas competitive landscape. 

APPRECIATION

I wish to extend my appreciation to the Board of 
Directors, for their insight and valuable input, my 
executive team, management and employees for 
their commitment to implementing the updated 
Iemas strategy and maintaining a healthy risk-averse 
approach.

Through the implementation of the IBM program, 
we share the excitement of being part of the fourth 
industrial revolution – the platform for growth will be 
set and the best is yet to come!

Banie van Vollenhoven  
Group Chief Executive Officer
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