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The Federated Employers Mutual Assurance Company (RF) Proprietary Limited (“the Company”) has pleasure in 

presenting its Interim Report for the six months ended 30 June 2021. The report covers the performance of the 

Company for the period 1 January 2021 to 30 June 2021. Management’s interpretation of materiality has been 

applied in determining the content and disclosure in this report. 

 

Company profile 

The Company was established as a mutual non-life insurer in 1936 by the construction industry to insure employers 

against their liabilities under the Workmen’s Compensation Act 59 of 1934. On the introduction of the Workmen’s 

Compensation Act 30 of 1941, FEM was granted a licence by the Minister of Labour to continue transacting 

workmen’s compensation insurance for the construction industry. The Company’s business operations are confined 

to the insurance of employers against their liabilities under the Compensation for Occupational Injuries and 

Diseases Act 130 of 1993 and extend to any employer falling within 0500 subclasses of the Commissioner’s industrial 

classifications for the construction industry. 

 

The Company receives premiums from policyholders and adjudicates and pays statutory benefits to claimants in 

the event of work-related accidents or injuries. The benefits paid include medical expenses, temporary disability 

benefits, lump-sum disability benefits, funeral benefits and pension benefits payable to employees or their 

dependants. 

 

In terms of its Memorandum of Incorporation (MOI), the Company operates as a mutual non-life insurer and 

shareholding is effectively restricted to policyholders. Shareholders are not entitled to any dividends or distribution 

of the assets of the Company, except for their share of the nominal amount of share capital upon dissolution. The 

mutual structure of the Company is entrenched in unalterable provisions in the MOI of the Company, hence the 

(RF) designation in the Company’s name.  

 

The Company operates solely in the Republic of South Africa; however, a portion of its investment income is earned 

from foreign investments. 

 

Targets 

The primary objective of the Company is to assure policyholders and claimants of the ongoing sustainability of the 

Company. This includes appropriate funding of the Company’s long-term pension obligations in respect of disability 

and death benefits. 

 

The Company prepares a rolling three-year strategy and business plan on an annual basis to monitor its long-term 

financial sustainability. Two key targets are to remain conservatively capitalised in excess of statutory capital 

requirements and to achieve at least a break-even underwriting result each year (after making provision for normal 

annual premium rebates to be paid to qualifying policyholders and before allowing for any investment income, 

finance costs and pension valuation gain or loss). Although the Company did not achieve its objective of a break-

even underwriting result in the current period, it nevertheless reported an overall net profit for the period and 

remains conservatively capitalised with a net asset value of R4.2 billion and Solvency Capital Requirement (SCR) 

cover ratio of 1.64 as at 30 June 2021. 

 
Basis of preparation 
This interim report has been prepared in compliance with IAS 34: Interim Financial Reporting and has been 

presented using the same accounting policies applied for the latest annual financial statements. 
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This review of the Company’s financial performance is focused on the Company’s underwriting and investment 

results and cash flows for the six months ended 30 June 2021 and its overall financial position at 30 June 2021. 

Unless otherwise specifically indicated, all comparisons made are to the prior half year ended 30 June 2020. 

 

Key performance indicators 

• Gross premium income decreased by 5% to R735 million 

• Gross claims and benefits increased by 30% to R149 million  

• Operating expenses decreased by 6% to R82 million 

• Accident prevention and grant expenditure maintained at R22 million 

• Underwriting loss reported of R12 million (2020: R84 million profit) 

• Net investment income of R485 million, representing an effective annual return of 14.1% (2020: 6.8%)   

• R100 million contribution approved to assist with the national COVID-19 vaccine rollout 

• Overall net profit for the half year of R287 million (2020: R356 million)  

 

Financial performance 

Gross premium income decreased by 5% to R735 million. This results from a combination of the significant 

challenges facing the construction industry in recent years, as well as the knock-on impact of the nationwide 

lockdown, where a large portion of the industry was unable to operate between March 2020 and July 2020. The 

impact of COVID-19 is beginning to be seen in the current year results, most notably in the R48 million reduction of 

initial premium estimates raised in the previous year that has been processed and impacts results in the current 

period. 

 

Gross claims and benefit expenses increased by 30% to R149 million, which was mainly attributable to the increased 

business activity during the current period relative to the reduced business activity in the prior period, resulting 

from the nationwide lockdown in 2020. 

 

Operating expenses decreased by R5 million to R82 million for the half year. 

 

The Company recorded an underwriting loss, before investment income and actuarial effects, of R12 million for the 

half year.  However, this improves to a R36 million profit if you adjust for the R48 million reduction of premium 

recognised in the current period which relates to estimates raised in the prior year. 

  

The Company recorded net investment income of R485 million, representing a 14.1% return on the average financial 

assets held during the period (2020: 6.8%). 

 

A special general meeting was held on 02 March 2021 where shareholders approved an amount of R100 million to 

be contributed to assist with the national COVID-19 vaccine rollout. As at the date of approval of this interim report, 

no funds have been disbursed, with the full amount disclosed within trade and other payables at 30 June 2021. 

 

After making full provision for actuarial effects and special payments, the Company achieved a net profit of R287 

million for the half year ended 30 June 2021 (2020: R356 million). 
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Cash flows 

The Company remains cash generative, recording positive operational cash flows of R368 million for the half year. 

This is much higher than the cash generated in the prior half year as a result of deferral granted on premium 

payments during 2020. This option for policyholders to settle premiums as per payments plans in 2020 is also 

reflected in the larger insurance receivables balance at the end of the prior period compared to the current period. 

 

Financial position 

Total assets increased by R908 million over the interim period, totalling R8.3 billion at 30 June 2021. The Company’s 

net asset value increased in line with net profit to R4.2 billion at 30 June 2021.  This represents a healthy capital 

position aligned to the Company’s long-term strategic objectives. 

 

The Company is required to hold sufficient capital to meet its regulatory solvency requirements in terms of the 

Insurance Act of 2017 and the Prudential Standards set out by the Prudential Authority. As at 30 June 2021, the 

Company’s Solvency Capital Requirement (SCR) cover ratio was calculated at 1.64x. This represents a healthy 

solvency position. 

 

The accompanying interim financial statements for the six months ended 30 June 2021 were prepared under the 

supervision of the Chief Financial Officer, Mr Y Bodiat CA (SA). 

 

Events after the reporting period 
 

There have been no material events from 30 June 2021 up to the date of approval of this report.  

 

Approval 
 

The interim report has not been subject to any audit or review by the Company’s independent auditors. The interim 

report was approved for issuance by the Company’s board of directors on 26 August 2021. 

 



STATEMENT OF FINANCIAL POSITION 
AS AT 30 JUNE 2021 

 

4 
 

 
 

 



STATEMENT OF COMPREHENSIVE INCOME 
FOR THE PERIOD ENDED 30 JUNE 2021 

 

5 
 

 

 



STATEMENT OF CHANGES IN EQUITY 
FOR THE PERIOD ENDED 30 JUNE 2021 

 

6 
 

 
 



STATEMENT OF CASH FLOWS 
FOR THE PERIOD ENDED 30 JUNE 2021 

 

7 
 

 
 



NOTES TO THE INTERIM FINANCIAL REPORT 
FOR THE PERIOD ENDED 30 JUNE 2021 

 

8 
 

 
 

 

 



NOTES TO THE INTERIM FINANCIAL REPORT 
FOR THE PERIOD ENDED 30 JUNE 2021 

 

9 
 

 
 

 

 
 



NOTES TO THE INTERIM FINANCIAL REPORT 
FOR THE PERIOD ENDED 30 JUNE 2021 

 

10 
 

 
 

 

 
 

 

7. Income tax 

The Company is exempt from income tax in accordance with section 10 (1)(t)(xvi)(cc) of the Income Tax Act. 

 


