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MCB FACTORS LTD

REPORT OF THE DIRECTORS - YEAR ENDED JUNE 30, 2023

The Directors have the pleasure in submitting the Annual Report of MCB Factors Ltd (“MCB
Factors” or “the Company”) together with the audited financial statements for the year ended June

30, 2023.

SECRETARY
MCB GROUP CORPORATE SERVICES LTD

Date: October 26, 2023




MCB FACTORS LIMITED

SECRETARY CERTIFICATE - YEAR ENDED JUNE 30, 2023

We certify that, to the best of our knowledge and belief, the Company has filed with the Registrar
of Companies all such returns as are required of the Company under the Mauritian Companies Act
2001.

e

SECRETARY
MCB GROUP CORPORATE SERVICES LTD

Date: October 26, 2023




MCB FACTORS LIMITED

SECRETARY CERTIFICATE - YEAR ENDED JUNE 30, 2023

STATEMENT OF COMPLIANCE
(Section 75 (3) of the Mauritian Financial Reporting Act)

Name of Public Interest Entity (‘the PIE’): MCB Factors Ltd

Reporting Period: July 1, 2022 — June 30, 2023

We, the Directors of MCB Factors Ltd, confirm to the best of our knowledge that, MCB Factors
Ltd has complied with all the provisions of the National Code of Corporate Governance for

Mauritius (2016).

Signed for and on behalf of the Board of Directors:

| %7/

Chairperson aging Director

Date: October 26, 2023
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STATEMENT OF COMPLIANCE BY THE BOARD

It is the policy of the Company to ensure the highest standard of business integrity, transparency
and professionalism in all its activities to ensure that the activities within the Company are managed
ethically and responsibly to enhance business valtue for all stakeholders. As an essential part of this
commitment, the board subscribes to and is fully committed to comply with the Code of Corporate
Governance.

Throughout the year ended June 30, 2023 to the best of the Board’s knowledge, the Company has
complied with all the provisions of the National Code of Corporate Governance for Mauritius
(2016).

The Company is a public interest entity, as defined by law.

The requirements of the Corporate Governance Code for Mauritius are regularly reviewed by the
Board to ensure compliance by the Company.

1. GOVERNANCE STRUCTURE
1.1. Conduct of affairs

The objective of the Board is to define the Company’s purpose, strategy and values and to give
direction to all matters relating to the policies, practices, management and operations of the
Company.

The Board has adopted a Charter which sets out the objectives, roles and responsibilities and
composition of the Board. The Board reviews the Charter on a regular basis. The Board
Charter is available for consultation on the Company’s website.

1.2. Code of Ethics

The Company is committed to the highest standards of integrity and ethical conduct in dealing
with all its stakeholders. MCB Group Ltd (“MCB Group” or “the Group”), the holding
company, has adopted a Code of Ethics which is applicable to all its subsidiaries, its employees
and directors. This Code has been approved by the Board of the Company and is published on
its website. The Group encourages a corporate culture that promotes ethical and responsible
decision-making throughout the organisation by way of group-wide awareness of its operating
beliefs and principles.

The Code of Ethics is regularly reviewed at MCB Group level and compliance thereto is
monitored at Company level as well as at MCB Group level.
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1.3. Statement of Accountabilities

The Directors have approved the following Statement of Accountabilities:

e The Board assumes the responsibility for leading and controlling the Company and
meeting all legal and regulatory requirements. Directors are aware of their legal duties.

e The Board is accountable for the performance and affairs of the Company and for
achieving sustainable growth.

e The Board is responsible for ensuring that the Company adheres to high standards of
ethical behavior and acts in the best interest of shareholders.

e The Board has the responsibility of reviewing and approving the financial statements

of the Company.

Additionally, the Board Charter and the Position Statements, which have been approved by the
Board, provide for a clear definition of the roles and responsibilities of the Chairperson, the
Directors and the Company Secretary.

Key roles and responsibilities

Chairperson Provides overall leadership to the Board
Ensures that the Board is effective in its tasks of setting and
implementing the Company’s direction and strategy
e Presides and conducts board meetings effectively
e Provides support and supervision to the Managing Director
o Ensures that directors receive accurate, timely and clear
information
o Ensures that development needs of the directors are identified
and that appropriate training is provided to continuously update
the skills and knowledge of the directors
e Maintains sound relations with shareholder
Directors Contribute to the development of the strategy
Analyse and monitor performance of Management against
agreed objectives
o Ensure that financial information released to the market and the
shareholder is accurate
e Ensure that the Company has adequate and proper financial
controls and systems of risk management in place
e Actively participate in Board decision-making and
constructively challenge, if necessary, proposals presented by
Management
e Provide specialist knowledge and experience to the Board
¢ Remain permanentily bound by fiduciary duties of care and skill
Managing Director | ¢ Manages the day-to-day operations of the Company
e Leads the elaboration and execution of the long term strategy of
the Company
e Maintains good relationships with clients and ensures clients’
satisfaction
Identifies and monitors material risks that may affect the business
Advises and informs members of the Board on significant
matters to facilitate decision-making
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e Monitors the operational and financial performance of the
Company

e Builds the team by empowering, monitoring & managing
performance of employees in order to maximise existing talents
and develop new capabilities

Company Secretary | ¢ Ensures compliance with all relevant statutory and regulatory
requirements

e Provides the Board as a whole and directors individually with
guidance as to their roles and responsibilities

o Assists the Chairperson in governance processes such as Board
and Committee evaluation

e Develops and circulates agendas for meetings and drafts minutes
and ensures follow ups

e Ensures that the shareholder’s interests are taken care of and acts
as primary point of contact

1.4. Organisation Chart

The Organisation Chart setting out the structure of the Company as well as the reporting lines
is reviewed on a regular basis to assess the needs of the business and ensure that the structure
is appropriate and maximises effectiveness. The Organisational Chart may be viewed on the

website of the Company.
MCB Factors Ltd

Board of Directors
Managing Director

|
|
Business Risk & Organisation
E T Operations Manager 5
Development Lead Manager

2. THE STRUCTURE OF THE BOARD

2.1. Board Size

The Board is a unitary board that currently consists of 1 executive director, 2 non-executive
directors and 3 independent directors. Taking into consideration the size of the Company and
the scope and nature of its operations, the Board is of the opinion that the current number of 6
directors including 1 executive director is adequate for the smooth running of the Company
and for enabling effective decision-making.
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The Board currently consists of 6 directors, as shown below.
NAME GENDER | COUNTRY BOARD APPOINTMENT
OF
RESIDENCE
Jean-Philippe Coulier M Mauritius Independent Director, Chairperson
Koomaren Cunnoosamy M Mauritius Non-Executive Director
(up to July 2023)
Jean-Mée Ernest M Mauritius Executive Director
Désiré Léo (as from M Mauritius Non-Executive Director
July 2023)
Georges Michael David M Mauritius Independent Director
Lising
Martine Ip Min Wan (as F Mauritius Independent Director
from July 2023)
Pierre Guy Noél (up to M Mauritius Non-Executive Director
May 2023)
Dominic Provencal (as M Mauritius Non-Executive Director
from July 2023)
Margaret Wong Ping F Mauritius Non-Executive Director,
Lun (up to November Chairperson
2022)

2.2. Board Composition

The Board regularly reviews its size and composition to ensure that there is an appropriate
balance of expertise, skills and experience amongst its members. All members of the Board
possess the necessary knowledge, skills, objectivity, intellectual honesty, integrity, experience
and commitment to make sound judgements on various key issues relevant to the business of
the Company and to protect the interests of shareholders, clients and other stakeholders.

Messrs Jean-Philippe Coulier and Michael Lising, independent directors, are both on the
boards of MCB Factors Ltd and MCB Group Ltd. Mr Jean-Philippe Coulier is also independent
director on the Board of Fincorp Investment Ltd. However, the Directors have no executive
nor any controlling powers on MCB Factors, MCB Group or Fincorp. It is unlikely that any
potential conflict of interest will arise. Therefore, their judgement and decisions relating to the
affairs of MCB Factors are purely professional and in the best interest of the Company.

2.3. Directors’ Profile

Jean-Philippe Coulier, Independent Non-Executive Director

Holder of a Dipléme d’Etudes Supérieures en Droit’ and ‘Dipléme de I'Institut d’Etudes
Politiques de Paris’ (France). During his career, Jean-Philippe has accumulated extensive
experience in the banking sector, having worked for the Sociét¢ Générale Group for some 40
years. Over this period, he has assumed a range of high-level responsibilities within the group,
acting as Director, Chief Operating Officer and Chief Executive Officer in its various offices
based worldwide. Before his retirement from Société Générale in early 2013, he was the Vice
Chairman and Managing Director of the National Société Générale Bank in Cairo, Egypt. He
was a Board member of The Mauritius Commercial Bank Limited from 2012 to 2018 and was
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appointed Chairperson thereof as from 2014. In 2018, he was appointed director and
Chairperson of Promotion and Development Ltd and Caudan Development Ltd. He is also a
director of MCB Group Ltd, Fincorp Investment Ltd, Constance Hotel Services Ltd, and MCB
Microfinance Ltd.

Jean-Mee Ernest, Executive Director

Associate member of the Chartered Institute of Bankers (UK), Jean-Mee joined MCB in 1986.
After having been in the Retail banking sector during the first part of his career, he joined
MCB Factors in the late 90's where he had the opportunity to hold various positions. He was
appointed General Manager of MCB Factors in 2013 and Managing Director in 2016.

Martine Ip Min Wan, Independent Non-Executive Director (as from July 2023)

Martine holds a BSc Economics from the London School of Economics and is a Fellow
member of the Institute of Chartered Accountants in England and Wales. From 2000 to 2008,
she worked in London at Deloitte and Touche and Lehman Brothers and since 2009, she is an
Audit and Assurance Partner at Kemp Chatteris Mauritius. She has a wide experience in the
audit of global business companies, funds and manufacturing companies. Her other areas of
expertise include client relationship management, marketing and development of client base,
risk management and quality control and practice management.

Désiré Léo, Non-Executive Director (as from July 2023)

assignments within the Group. His career began in the Retail sector before moving to the IT
operations. As from 2003 onward, his scope of responsibilities has been focused on the
Corporate Banking, initially within the domestic market, then he moved to the international
front where he was involved in a vast array of pluri-jurisdictions financing structures and
sectors. Back in 2017, his eagerness to address new challenges brought him to the shores of
the Maldives where he has been spearheading the Group’s subsidiary in the Maldives, and
upon coming back in September 2022, he is now the Head of Development of the overseas and
para banking subsidiaries. Désiré is an Associate of the Chartered Institute of Bankers (ACIB)
and holds a BSC in Finance from University of Manchester, and an International MBA from
Paris Sorbonne/Dauphine.

Michael Lising, Independent Non-Executive Director

A Chartered Accountant from the Institute of Chartered Accountants in England and Wales
(ICAEW), Michael also holds a First class honours in Accounting and Financial Analysis
(BSC Hons) from the University of Warwick. Michael has a long experience in the retail
industry. He currently heads the Lising Group and occupies the position of Managing Director.
Prior to joining the Lising Group, Michael has worked for Ernst & Young (UK) and De Chazal
du Mee & Co. where he was responsible for various consultancy projects and conducted
assignments for the World Bank in Rwanda, Tanzania, Madagascar and Burkina Faso. He
previously sat on the Council of the University of Mauritius and was in the Executive
Committee of Young Presidents Organisation. He is also a director of MCB Group Ltd.
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Mr. Dominic Provengal, Non-Executive Director (as from July 2023)

Dominic holds an Executive MBA from the University of Manchester and is a
Chartered Management Accountant (ACMA, CGMA) from the Chartered Institute of
Management Accountants. He is currently the Head of Business Banking SBU at MCB
and is also part of the Leadership Team of the bank. During his career, he has occupied
various managerial and leadership roles in different strategic business units of the bank,
with the last two being Deputy Head of Retail and Acting Head of Private Banking.
He is also a director of IFCM Equity Ltd, KIIM Africa Ltd and Seed Capital Ltd.

2.4. Attendance at Board meetings during financial year 2022/2023

Board and Committee meetings are held at least 4 times a year. Additional meetings may be
convened when required.

NAME NO. OF BOARD MEETINGS

Number of meetings held 4

Jean Philippe Coulier 4/4
Koomaren Cunnoosamy 4/4
Jean-Mée Ernest 4/4
Michael Lising 4/4
Pierre Guy Noél ' 2/3
Margaret Wong Ping Lun 1/1

2.5. Company Secretary

MCB Group Corporate Services Ltd acts as Company Secretary to the Company. The
Company Secretary has 3 qualified Chartered Secretaries with more than 20 years of
experience each. The Company Secretary also acts as Secretary to the Committees of the
Board. Profiles of the representatives of the Company Secretary may be viewed on the website
of the Company.

2.6. Commiittees of the Board

An audit committee was set up on May 2, 2019 comprising of 3 members, namely Mr Michael
Lising, the Chairperson, and Messrs Jean-Philippe Coulier and Koomaren Cunnoosamy.
Previously all relevant matters were taken up at the Company’s board and MCB Group level.
Following the departure of Mr Cunnoosamy in July 2023, Mrs Martine Ip Min Wan has been
appointed as a member of the Audit committee.

The Audit Committee Charter which sets out the terms and reference of this Committee and
can be viewed on the website of the Company. The main roles of the Audit Committee are:

e  to monitor the integrity of the audited financial statements of the Company;

e  to monitor and review the effectiveness of the Internal Audit;

e  to monitor the external auditor's independence, objectivity and effectiveness and make
recommendations to the Board on the appointment and retention of external auditor.
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NAME NO. OF AUDIT
COMMITTEE MEETINGS
Number of meetings held 2
Jean-Philippe Coulier , 2
Koomaren Cunnoosamy 2
Michael Lising 2

3. DIRECTOR APPOINTMENT PROCEDURES
3.1. Appointment Process

The Board of directors may at any time appoint any person to be a director either to fill a casual
vacancy or as an addition to the existing directors up to a maximum number permitted by the
Constitution of the Company, subject to approval being obtained from regulatory bodies. The
appointed director then remains in office until the next Annual Meeting of Shareholders where
the director shall be eligible for re-election.

The nomination and appointment processes are carried out by the Remuneration, Corporate
Governance, Ethics and Sustainability Committee (RCGESC) of MCB Group Limited, the
holding company of MCB Factors Ltd.

The RCGESC identifies suitable candidate for the Board of the Company and proposes the
selected candidates to the Board of the Company. Once the Board has reviewed and is satisfied
with the profile of the candidates, the Board shall request the approval of the regulatory
authorities.

3.2. Time commitment

Each Director is expected to devote sufficient time and attention to the affairs of the Company.
The Board of Directors does not believe that its members should be prohibited from servicing
on boards of other organisations unless the number of directorships limits the amount of time
they are able to dedicate to being a Director of the Company. The Company anticipates a time
commitment of around 10 days per year. This will include attendance at Board meetings, the
Annual Meeting of Shareholders, the annual budget and strategy Board meetings, meetings as
part of the Board evaluation process as well as attending trainings and development
programmes. There is always the possibility of additional time commitment in respect of ad
hoc matters that may arise from time to time particularly when the Company is undergoing a
period of increased activity.

The external obligations of the Chairperson have not changed materially during the Financial
Year 2022/2023 and those obligations have in no way hindered the discharge of the duties and
responsibilities.

3.3.Induction of new Directors

Upon appointment, the Company provides a comprehensive, formal and tailored induction to
the new directors. The newly appointed directors receive an induction pack which includes a
set of the Company’s governing documents. An introductory meeting is organised with the
Managing Director to explain the business activities of the Company and its governing
policies.
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The Chairperson, the Managing Director as well as the Company Secretary are readily
available to answer to any further queries that the newly appointed directors may have with
respect to the Company.

The induction programme meets the specific needs of the Company as well as those of the
newly appointed directors and enables the latter to participate actively in Board's discussion.

3.4. Professional Development

Directors are encouraged to keep themselves up to date with the professional practices and
industry related developments. The Chairperson regularly reviews and comes to an agreement
with each director, if necessary, on his or her training and development needs. Upon request
from the directors, the Company shall provide the necessary resources for developing and
updating the skills and knowledge of the directors so that they fulfill their role on the Board
and its committees.

3.5. Succession planning

The Board believes that good succession planning contributes to the delivery of the Company’s
strategy.

MCB Group Limited is one of Mauritius’ largest group of companies with a large pool of staff
possessing different skills, academic and professional qualifications and expertise in various
fields of business. The Group creates opportunities to develop leaders by recognizing and
nurturing talents within the executive and management levels across the Group.

The Chairperson of the Board is responsible for overseeing the succession planning for the
Board and the Managing Director in collaboration with the RCGESC of MCB Group Limited,
the Company’s holding company.

4. DIRECTOR DUTIES, REMUNERATION AND PERFORMANCE

4.1.Legal duties of Directors

The directors are aware of their legal duties and are responsible for ensuring that the activities
of the Company are managed ethically and responsibly, in line with relevant laws and
regulations. The directors exercise the required standard degree of care, skill and diligence
which a reasonable prudent and competent director in his or her position would exercise.

4.2. Register of Interests

The Company Secretary maintains a Register of Interests that is regularly updated with the
information submitted by the directors. The Register is available for consultation by the
shareholder upon written request to the Company Secretary.

4.3. Whistleblowing Policy

The MCB Group Limited has adopted a Whistleblowing Policy which is applicable to all its
subsidiaries, its employees and directors. This policy aims at providing an avenue for
employees to raise, in good faith, concerns of potential breaches of laws, rules, regulations or
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compliance. The whistle-blowing mechanism is designed to motivate employees to act
responsibly to uphold the Group’s reputation.

This policy is published on the website of the company.
4.4. Conflicts of Interest & Related Party Transactions Policy

The MCB Group Limited, the holding company has adopted a Conflicts of Interest & Related
Party Transactions Policy which is applicable to all its subsidiaries. The objective of this
policy is to define the scope of conflicts of interest and related party transactions and to set out
prudent rules and limits for granting credit to related parties.

This policy is published on the website of the company.

4.5. Related Party Transactions
For Related Party Transactions, please refer to note 18 of the financial statements.

4.6. Information, Information Technology and Information Security Governance Policy

The Board oversees information governance within the organization. The Information,
Information Technology and Information Security Governance Policy of the MCB Group
applies to all the subsidiaries of the Group. All policies relating to information security are
made accessible to all the employees of the Group without restriction via its intranet system.
Appropriate governance arrangements are in place whereby the Information Technology
(“IT”) function and function responsible for monitoring adherence to Information Risk and IT
are kept separate. The Information Technology activities are outsourced to The Mauritius
Commercial Bank Limited through a Service Level Agreement.

This Information, Information Technology and Information Security Governance Policy,
which has been approved by the Board, is published on the website of the company.

4.7. Board Evaluation

The Board acknowledges the need to regularly review its performance and effectiveness. A
Board evaluation was carried out in June 2021 and the review established that the Directors
consider the Board to be effective with an appropriate mix of expertise, skills and competence.

The evaluation was carried out by means of a questionnaire that was filled in by each Director.
The questionnaire covered the following areas:

° The Structure of the Board

o Board Efficiency and Effectiveness

° Strategy and Performance

. Risk Management and Governance

° Board Members self-evaluation

° Chairperson’s evaluation by Board Members

Additionally, individual meetings with the Chairperson might be organised if required. The
results of the questionnaire are analysed and an action plan implemented where necessary.




MCB FACTORS LTD

CORPORATE GOVERNANCE REPORT - YEAR ENDED JUNE 30, 2023

The Board has decided that the board evaluation exercise will be carried out every 3 years. As
such, the next exercise will be held in 2024.

4.8. Statement of Remuneration Philosophy

The Board reviews the adequacy of the remuneration of the directors and recommendations
are made to the RCGESC of MCB Group Limited.

The RCGESC of MCB Group Limited is responsible for the setting up of and developing the
Group’s general policy concerning the remuneration of directors. MCB Group Limited lays
significant emphasis on appointing the right people with the right skills and behaviours whilst
rewarding them adequately in line with market practices.

The Company applies the same remuneration philosophy as its ultimate holding company,
MCB Group Limited which consists of:

¢ a monthly basic retainer for membership of the Board;

¢ an attendance fee per sitting of the Board and Commiittee;

o the Chairpersons of the Board and Committee, having wider responsibilities should have
consequential remuneration;

¢ no share option or bonus should be granted to non-executive directors.

The remuneration philosophy for executives is based on meritocracy and opportunity is
given to employees to benefit from the financial results of the Company. Indeed, executives
receive an annual bonus based on the performance of the Company as well as an assessment
of their contributions thereto.

Furthermore, the employees of the Company are entitled to the MCB Group Employee
Share Option Scheme which provides them with the opportunity to partake in the growth
and prosperity of the Group through an acquisition of a stake therein.

4.9. Directors’ Remuneration

The non-executive directors who are already in executive positions within the MCB Group do
not receive additional remuneration as Board members, in line with the Group’s policy.

Amount paid to directors during the year ended June 30, 2023 is as follows :

Non-Executive Rs 000°
Mr Jean-Philippe Coulier 125
Mr Koomaren Cunnoosamy -
Mr Michael Lising 125
Mr Pierre-Guy Noél -
Mrs Margaret Wong Ping Lun 62
Executive

Mr Jean-Mée Ernest 3,959

4,271
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Non-executive directors have not received remuneration in the form of share options or
bonuses associated with organisational performance.

Remuneration of the directors is reviewed on an annual basis and the Board is of the opinion
that the level and form of remuneration are adequate.

4.10. Share Option Plan

The employees of the Company are entitled to the MCB Group Employee Share Option
Scheme.

5. RISK GOVERNANCE AND INTERNAL CONTROL
Risk Governance

The Board ensures that the necessary structures, processes and methods for identifying,
measuring and monitoring of the risks faced by the Company in its day-to-day operations are
in place and integrated in the Company’s overall framework for risk governance while
ensuring that all laws, regulations and codes of business practice are adhered to.

Management and the assurance process on risk management are delegated to management
which is responsible for the design and implementation of the risk management process and
day-to-day management of all significant business risks (including physical, operational,
human resources, business continuity, financial, credit, market, compliance and reputational
risks).

The key risks which have been identified in relation to the Company are operational,
information and financial risks. For financial risks, refer to note 3 of the financial statements.

RISKS IDENTIFIED

Operational Risk

The risk of loss or costs resulting from human factors, inadequate or failed internal processes
and systems or external events. It includes fraud and criminal activity, project risk, business
continuity, information and IT risk, etc.

Management reviews the assessments and reports on operational risk against the risk
tolerances approved by the Board and ensure that the Company’s Business Continuity Plan is
up-to-date. 4-eyes principle are applicable to all operational processes and regular Internal
audit inspections are performed by the Internal Audit Business Unit of The Mauritius
Commercial Bank Limited.

Moreover, the reports of the external auditor of the Company also provide to the board of
directors valuable information on risk related issues independently from reports received from
the Company’s management.
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5.1. Internal Control

The Company’s internal control framework seeks to ensure the reliability of financial
reporting, operations and systems whilst guaranteeing compliance with internal established
policies and procedures as well as with laws, regulations, and codes of business practice in
order to protect the Company’s assets and reputation. The Board oversees the effectiveness of
the Company’s internal control systems. Processes are in place to monitor the effectiveness
of internal control, identify and report any significant issues, and ensure that timely and
appropriate corrective actions are taken.

5.2.Integration of internal control and risk management

The system of internal control, which is embedded in all key operations, provides reasonable
rather than absolute assurance that the Company's business objectives will be achieved within
the risk tolerance levels defined by the Board. The effectiveness of the internal control systems
(including financial, operational, compliance and risk management) are normally reviewed
quarterly by the Audit Committee of MCB Group Limited and the review covers all internal
control systems.

5.3. Assurance on the effectiveness of the risk management process

Regular management reporting, which provides a balanced assessment of key risks and
controls, is an important component of board assurance.

6. REPORTING WITH INTEGRITY

The directors are responsible for preparing the annual report and the financial statements in
accordance with applicable laws and regulations.

The directors are also responsible for ensuring that the financial statements present a fair
statement of the affairs of the Company and have been prepared in compliance with
International Financial Reporting Standards.

6.1. Organisational overview

Founded in 2005, the Company is licensed by the Financial Services Commission. The
Company which is a wholly owned subsidiary of MCB Group Limited, provides Recourse,
Non-Recourse and International factoring services. The Company has been serving businesses
of all sizes and has a rich experience as well as an unparalleled knowledge of the local market.

Currently the Company has a team consisting of 21 dedicated professionals, managing more
than 250,000 invoices per year and following up on more than 4,500 debtors.

6.2. Overview of the external environment

The Company has invested in state-of-the-art technology to sustain its growth and better

support and service its customers and new IT systems have been deployed for the benefit of
customers who can access their data online.
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6.3. Business model

inputs

La o ol o

Financial Capital
Funds are leveraged to support our activities.

Key Components:
Funds obtained through our prod p
Funds obtained from external sources

Sacial and Relationship Capital
We forge and maintain cooperative relationships with clients
and other stakeholders

= = =

Key Stakeholders Key Components:

Trust and willingness to build and strenghen engagement
Shareholders | with external parties e s
Clients Human Capital

We nurture tal d and engaged employees, while
Employees harnessing their collective knowledge and expertise
G and Regut Key Comp

 orientations of the company

Skifis. Capabilities, knowledge and experience of employees
Ability to understand and implement the strategic

Intellectual Capital
We optimally develop our assets such as our brand,
reputation etc.

Key Components:

Brand image and reputaticn
Competencies of our staff
Customer loyaity

1T capabilities

Y

Factoring Income
We provide factoring services to clients by considering
customer’s credit worthiness and regulatory requirements.

Interest Expenses

We source funding internally and from banking facilities.

Staff Costs

We invest in developing our employees to create a solid
foundation to execute our strategic objectives and foster
customer service excellence.

Other Operating Expenses

We invest in modernising our functioning and operational
y to underpin the h and eff running of our
activities with costs incurred notably to IT.

{-} Income Tax Expense
(=)Net Profit

(-) Dividends to shareholders
{=)Retained Earnings

6.4. Key performance indicators, performance and outlook

During the year under review, the company showed a notable growth of 42% in operating
income on account of an increase in the volume of assignments. Operating expenses, on the
other side increased by 9%.

Based on its strategies for the forthcoming year, the Company is expecting a 15% increase in
its business operations.

6.5. Sustainable development

The Company is focused on reinforcing its resources (human capital, technological
development and processes) so as to enable the Company to better meet the demands of its
customers, face the challenges of its competitors and to adapt to the market changes.

6.6. Political and Charitable Donations

No donations were made by the Company during the period under review.
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7.

6.7. Health and environment safety

The Company has applied social, safety, health and environmental policies and practices of
the MCB Group that in all material respects comply with existing legislative and regulatory
frameworks as applicable,

6.8. Documents available on the website

The Board of Directors is pleased to announce that the following documents which have been
approved by the Board can be viewed on the website of the Company:

The Annual Report of the Company including the financial statements
The Constitution

The Board Charter

The Audit Committee Charter

The Position Statements

The Appointment process of Non-Executive Directors

The terms and conditions of appointment of Non-Executive Directors
The Conflicts of Interest & Related Party Transactions Policy

The Statement of accountabilities

The Organisational Chart

The Code of Ethics

The Whistle Blowing Policy

The Information, Information Technology and Information Security Governance
Policy

o The Internal Audit Function

O 0O 00 O 0 0O 00O 0 0 O0

AUDIT
7.1. Internal Audit

The Internal Audit function is outsourced to the Internal Audit Business Unit of The Mauritius
Commercial Bank Limited through a Service Level Agreement.

The Head of Internal Audit of The Mauritius Commercial Bank Limited is independent of the
Executive Management of the Company. Prior to the setting up of the Audit Committee the
Head of Internal Audit used to report to the Board of the Company as well as the Audit
Commiittee of MCB Group Limited. The Audit Committee of MCB Group Limited holds
frequent meetings with the Head of Internal Audit. As such, through the internal control in
place, the audit reports and the reviews by Management, the Board gains assurance that the
Company’s internal control systems are adequate and effective. With the setting up of the Audit
Committee, the Head of Internal Audit now reports to the Audit Committee of the Company as
well as to the Audit Committee of MCB Group Limited.

The Internal Audit Business Unit of The Mauritius Commercial Bank Limited ensures that the
quality of internal audit services provided to MCB Factors Ltd is aligned with recognised best
practices. The Internal Audit Business Unit leverages on a systematic and disciplined approach,
notably through the use of well-focused audit work programs and computer aided audit
techniques to evaluate the effectiveness of the internal control systems of the Company. It is
worthwhile to note that the Institute of Internal Auditors requires each internal audit function
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to have an external quality assessment conducted at least once every five years. This exercise
has been carried out in 2009, 2013 and 2018 respectively, by internationally recognised firms
which confirmed the Internal Audit Business Unit’s compliance with the International
Standards for the Professional Practice of Internal Audit issued by the above mentioned
institute.

There are no restrictions placed on the internal auditors in conducting their audit exercises.

Areas, systems and processes covered by internal audit including non-financial matters are as
follows:

e Review of the framework put in place in mitigating the risk of Money Laundering
and Terrorism Financing [AML/CFT] in line with the requirements of the Anti-
Money Laundering and Combating the Financing of Terrorism (AML/CFT)
Handbook; and

e Follow up on previous audit report cutting across the following:

o Governance: Review of minutes of Board meetings, Compliance to legal and
regulatory framework; Strategic Plan

o Dispute Management: Re-assignment of invoices; Opening and closure of
disputes

o Credit Limit Management: New credit limit; Existing credit limit
management [initiated by MCBFL and initiated by MCBFL]; Credit Limit
Reconciliation; Management of serious events

o Information Technology: Review of Logical access control; Server and Data
Security Management; Business continuity and DR procedures; Change
Management; Post implementation review Aquarius [HPD]

7.2. External Auditor

The Audit Committee of MCB Group Limited (“Audit Committee’”) reviews the appointment
" of the External Auditor for all the subsidiaries of the Group on a yearly basis and makes
recommendations to the Board.

For the period under review the Audit Committee had the responsibility to evaluate the
performance of the External Auditor against set criteria and review the integrity, independence
and objectivity of the External Auditor by:

e Confirming that the External Auditor is independent from the Company
¢ Considering whether the relationships that may exist between the Company and the
External Auditor impair the External Auditor’s judgement

Although the External Auditor may provide non-audit services to the Company, the objectivity
and independence of the External Auditor is safeguarded through restrictions on the provisions
of these services such as:

o where the External Auditor may be required to audit its own work, or
e where the External Auditor participates in activities that should normally be undertaken
by Management.
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Henceforth, the performance of the External Auditor will be evaluated by both the Audit
Committees of the Company and MCB Group Limited and recommendations will be made to
the board. Upon recommendations from the Audit Committees, the Board of MCB Factors will
thereafter recommend the appointment of External Auditor to the shareholders in the Annual
Meeting of shareholders for approval by way of an ordinary resolution.

7.3. Auditor’s Fees
The fees for audit services were Rs 270,250 (2022 — Rs 234,600).

The external auditor did not carry out non-audit services for the Company during the financial
year under review.

8. RELATIONS WITH SHAREHOLDERS AND OTHER KEY STAKEHOLDERS

8.1. Company Structure and Common Directors

MCB Factors Ltd (MCBF) is a wholly owned subsidiary of MCB Group Limited.

Messrs Jean-Philippe Coulier and Michael Lising are common Directors of MCB Factors Ltd
and MCB Group Limited.

8.2. Directors’ interest and dealings in shares
The Directors do not hold shares in the Company or through any associate.

8.3. Major Transaction

No major transaction as defined under section 130(2) of the Mauritian Companies Act 2001
was undertaken during the year under review.

8.4. Constitution

There are no clauses of the Constitution of the Company deemed material enough for special
disclosure.

8.5. Shareholder’s rights

The Company is committed to providing to the shareholder with adequate, timely and
sufficient information pertaining to the Company’s business.

The Shareholder is entitled to receive the Annual Report of the Company and the notice of
Annual Meeting within six months of the end of the financial year.

The Shareholder is entitled to attend and vote in person or by proxy at meetings of shareholders
of the Company. During the meeting of shareholders, the Shareholder is encouraged to
communicate its view and to discuss the activities and performance of the Company with the
Board and the Management.

The Company, being wholly owned by MCB Group Limited, the Board does not consider it
relevant to publish the Notice of Annual Meeting and the voting results on the website of the
Company.
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8.6. Dividend Policy
The Company has no formal dividend policy. It aims to provide its shareholder with ongoing
returns in the form of stable dividends. The declaration of dividends depends on the
profitability of the Company and its expected growth and capital expenditure and working
capital requirements.

8.7. Calendar of events

Some of the key milestones are as follows:

Financial year end June 2023
Declaration/payment of dividend, ifany =~ November 2023
Annual Meeting of Shareholder November/December 2023

8.8. Directors’ service contracts
There are no service contracts between the Company and its directors.

8.9. Shareholder agreement affecting the governance of the Company by the Board
There is currently no such agreement.

8.10. Third party management agreement

There is a service level agreement between The Mauritius Commercial Bank Limited and the
Company for provision of technical assistance.

8.11. Stakeholder’s relations and communication

The Board aims to properly understand the information needs of all stakeholders and places
great importance on an open and meaningful dialogue including outlook and performance with
all those involved with the Company. The main stakeholders of the Company are its
shareholder, the regulatory authorities, the employees, the clients and suppliers and the
population at large.

The Company's website is used to provide relevant information. Open lines of communication
are maintained to ensure transparency and optimal disclosure. All Board members are
requested to attend Annual Meeting, to which shareholders are invited.
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES
The directors acknowledge their responsibilities for:
i) adequate accounting records and maintenance of effective internal control systems;
i1) the preparation of financial statements which fairly present the state of affairs of the

Company as at the end of the financial year and the results of its operations and
cashflows for that period and which comply with International Financial Reporting
Standards (IFRS), International Accounting Standard (IAS), the Mauritian Companies
Act 2001 and the Mauritian Financial Reporting Act 2004;

ii) the selection of appropriate accounting policies supported by reasonable and prudent
judgements.
iv) the preparation of the financial statements on a going concern basis.

The external auditor is responsible for reporting on whether the financial statements are fairly
presented.

The directors report that:

i) adequate accounting records and an effective systems of internal controls and risk
management have been maintained;

ii) appropriate accounting policies supported by reasonable and prudent judgements and
estimates have been used consistently;

iii) applicable accounting standards have been adhered to; and
iv) the Code of Corporate Governance has been adhered to.
Signed by

For and on behalf of the Board of Directors

Director Director

Date: October 26, 2023 Date: October 26, 2023
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INDEPENDENT AUDITOR'S REPORT
To the Shareholder of MCB Factors Ltd

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of MCB Factors Ltd (the "Company") on pages 5 to 29 which
comprise the statement of financial position as at June 30, 2023, the statement of profit or loss and other
comprehensive income, the statement of changes in equity and the statement of cash flows for the year then
ended, and the notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the financial statements on pages 5 to 29 give a true and fair view of the financial position of
the Company as at June 30, 2023 and of its financial performance and its cash flows for the year then ended
in accordance with International Financial Reporting Standards and comply with the Mauritian Companies
Act 2001.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing ("ISAs"). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of
the Financial Statements section of our report. We are independent of the Company in accordance with the
International Ethics Standards Board for Accountants’ International Code of Ethics for Professional
Accountants (including International Independence Standards) (the "IESBA Code"”). We have fulfilled our
other ethical responsibilities in accordance with the IESBA Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Other Information

The directors are responsible for the other information. The other information comprises the information
included in the annual report but does not include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form
of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Directors and Those Charged with Governance for the Financial Statements

The directors are responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards and in compliance with the requirements of the
Mauritian Companies Act 2001, and for such internal control as the directors determine is necessary to
enable the preparation of the financial statements that are free from material misstatement, whether due to
fraud or error.

BDO & Co, a firm of Chartered Accountants in Mauritius, is a member of BDO International Limited, a UK company limited by
guarantee, and forms part of the international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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INDEPENDENT AUDITOR'S REPORT (CONT'D)
To the Shareholder of MCB Factors Ltd

Responsibilities of Directors and These Charged with Governance for the Financial Statements
(cont'd)

In preparing the financial statements, the directors are responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the Company or to cease
operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional

scepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by directors.
. Conclude on the appropriateness of directors’ use of the going concern basis of accounting and, based

on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Company’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Company to cease to continue as a going
concern.

. Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal

control that we identify during our audit.

BDO & Co, a firm of Chartered Accountants in Mauritius, is a member of BDO International Limited, a UK company limited by
guarantee, and forms part of the international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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INDEPENDENT AUDITOR'S REPORT (CONT'D)
To the Shareholder of MCB Factors Lid

Report on Other Legal and Regulatory Requirements
Mauritian Companies Act 2001

The Mauritian Companies Act 2001 requires that in carrying out our audit we consider and report on the
following matters. We confirm that:

* We have no relationship with, or interests in, the Company, other than in our capacity as auditor, and
dealings in the ordinary course of business.

*  We have obtained all information and explanations we have required.

* In our opinion, proper accounting records have been kept by the Company as far as it appears from our
examination of those records.

Mauritian Financial Reporting Act 2004

Our responsibility under the Mauritian Financial Reporting Act 2004 is to report on the compliance with the
Code of Corporate Governance ("Code") disclosed in the annual report and assess the explanations given for
non-compliance with any requirement of the Code. From our assessment of the disclosures made on
corporate governance in the annual report, the public interest entity has, pursuant to section 75 of the
Mauritian Financial Reporting Act 2004, complied with the requirements of the Code.

Other Matter

This report is made solely to the Company's shareholder, as a body, in accordance with Section 205 of the
Mauritian Companies Act 2001. Our audit work has been undertaken so that we might state to the
Company's shareholder those matters we are required to state in an auditor’s report and for no other purpose.
To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
Company and the Company's shareholder as a body, for our audit work, for this report, or for the opinions
we have formed.

Dol

BDO & Co
Chartered Accountants
Port Louis, Galina Rangasamy, FCCA
Mauritius. Licensed by FRC

310CT 2023

BDO & Co, a firm of Chartered Accountants in Mauritius, is a member of BDO International Limited, a UK company limited by
guarantee, and forms part of the international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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STATEMENT OF FINANCIAL POSITION - JUNE 30, 2023
Notes 2023 2022
ASSETS Rs'000 Rs'000
Non-current assets
Equipment 5 1,395 1,317
Intangible assets 6 13,824 15,478
15,219 16,795
Current assets
Financial assets at amortised cost 8 812,000 652,703
Current tax assets 9 - 548
Other receivables and prepayments 10 1,419 1,329
Cash and cash equivalents 20(a) 23,193 12,262
836,612 . 666,842
Total assets 851,831 683,637
EQUITY AND LIABILITIES
Capital and reserves
Stated capital g 11 50,000 50,000
Retained earnings 406,852 370,942
Total equity 456,852 420,942
Non-current liabilities
Borrowings 13 150,000 150,000
Deferred tax liability 7 1,290 916
151,290 150,916
Current liabilities
Trade and other payables 12 13,404 21,334
Courrent tax liability 9 3,632 -
Borrowings ' 13 200,000 75,000
Bank overdrafts 20(a) 26,653 15,445
243,689 111,779
Total equity and liabilities 851,831 683,637
These financial statements have been approved for issue by the Board of Dir on:
26 0CT 2023

Mo o zoees

Name: €on- Philippe Coulier  Name: @ Jeon- Mée Ervest

Director Director

The notes on pages 9 to 29 form an integral part of these financial statements.
Independent auditor's report on pages 4 to 4(b).
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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME -
YEAR ENDED JUNE 30, 2023
Notes 2023 2022
Rs'000 Rs'000
Revenue 2.9 113,212 72,773
Finance costs 16 (17,172) (4,520)
96,040 68,253
Administrative and other expenses (52,754) (47,095)
Profit before taxation 14 43,286 21,158
Taxation 9(b) (7,376) (3,598)
Profit for the year 35,910 17,560
Other comprehensive income - -
Total comprehensive income for the year 35,910 17,560
Earnings per share 17 Rs. 718 351

The notes on pages 9 to 29 form an integral part of these financial statements.
Independent auditor's report on pages 4 to 4(b).
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STATEMENT OF CHANGES IN EQUITY - YEAR ENDED JUNE 30, 2023

Stated Retained Total

capital earnings equity

Rs'000 Rs'000 Rs'000
At July 01, 2022 50,000 370,942 420,942
Profit for the year - 35,910 35,910
At June 30, 2023 50,000 406,852 456,852
At July 01, 2021 50,000 353,382 403,382
Profit for the year - 17,560 17,560
At June 30, 2022 50,000 370,942 420,942

The notes on pages 9 to 29 form an integral part of these financial statements.

Independent auditor's report on pages 4 to 4(b).
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STATEMENT OF CASH FLOWS - YEAR ENDED JUNE 30, 2023
Note 2023 2022
Rs'000 Rs'000

Cash flows from operating activities
Profit before taxation 43,286 21,158
Adjustments for:
Depreciation of equipment 399 368
Amortisation of intangible assets 2,229 2,227
Interest expense 17,172 4,520
Changes in working capital:
Financial assets at amortised cost (159,297) (274,469)
Other receivables and prepayments 90) 409
Trade and other payables (7,930) (8,272)
Cash used in operations (104,231) (254,059)
Interest paid aa7,172) (4,520)
Tax paid (2,822) (1,696)
Net cash used in operating activities (124,225) (260,275)
Cash flows from investing activities
Purchase of equipment “77) (294)
Purchase of intangible assets (575) (7,079)
Net cash used in investing activities (1,052) (7,373)
Cash flow from financing activity
Proceeds from borrowings 125,000 225,000
Decrease in cash and cash equivalents (277) (42,648)
Movement in cash and cash equivalents
At July 01, (3,183) 39,465
Decrease in cash and cash equivalents 277 (42,648)
At June 30, 20(a) (3,460) (3,183)

The notes on pages 9 to 29 form an integral part of these financial statements.

Independent auditor's report on pages 4 to 4(b).
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NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED JUNE 30, 2023

2.1

GENERAL INFORMATION

MCB Factors Ltd (the "Company") is a public company, limited by shares incorporated in the Republic
of Mauritius on July 19, 2005 under the Mauritian Companies Act 2001. The Company holds a
Factoring Licence under the Mauritian Financial Services Act 2007 and the Mauritian Financial
Services (Consolidated Licensing and Fees) Rules 2008.

The principal activity of the Company is to provide factoring services and its registered office is situated
at MCB Centre, 9-15 Sir William Newton Street, Port Louis.

These financial statements will be submitted for consideration and approval at the forthcoming Annual
Meeting of Sharcholder of the Company.

SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise stated.

Basis of preparation

The financial statements of the Company comply with the Mauritian Companies Act 2001 and have
been prepared in accordance with International Financial Reporting Standards ("IFRS"). Where
necessary, comparative figures have been amended to conform with change in presentation in the
current year. The financial statements are prepared under the historical cost convention, except that:

(i) relevant financial assets and liabilities are stated at their fair value; and

(ii) relevant financial assets and liabilities are carried at amortised cost.

The financial statements are presented in Mauritian Rupees and all values are rounded to the nearest
thousand (Rs '000), except when otherwise indicated.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying
the Company's accounting policies. The areas involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to the financial statements, are disclosed in Note
4.

Standards, Amendments to published Standards and Interpretations effective in the reporting
period

IFRS 1 First-time Adoption of International Financial Reporting Standards

Annual Improvements to IFRS Standards 2018— 2020: Extension of an optional exemption permitting a
subsidiary that becomes a first-time adopter after its parent to measure cumulative translation
differences using the amounts reported by its parent, based on the parent’s date of transition to IFRSs. A
similar election is available to an associate or joint venture. The amendments have no impact on the
Company'’s financial statements.
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NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED JUNE 30, 2023

2.1

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
Basis of preparation (cont'd)

Standards, Amendments to published Standards and Interpretations effective in the reporting
period (cont'd)

IFRS 3 Business Combinations

Reference to the Conceptual Framework: The amendment updates a reference in IFRS 3 to the
Conceptual Framework for Financial Reporting without changing the accounting requirements for
business combinations. The amendments have no impact on the Company’s financial statements.

IFRS 9 Financial Instruments

Annual Improvements to IFRS Standards 2018— 2020: The amendment clarifies which fees an entity
includes when it applies the '10 per cent' test in assessing whether to derecognise a financial liability.
The amendments have no impact on the Company’s financial statements.

IAS 16 Property, Plant and Equipment

Property, Plant and Equipment: Proceeds before Intended Use: The amendments prohibit an entity
from deducting from the cost of an item of property, plant and equipment any proceeds from selling
items produced while bringing that asset to the location and condition necessary for it to be capable of
operating in the manner intended by management. Instead, an entity recognises the proceeds from
selling such items, and the cost of producing those items, in profit or loss. The amendments have no
impact on the Company’s financial statements.

LAS 37 Provisions, Contingent Liabilities and Contingent Assets

Onerous Contracts—Cost of Fulfilling a Contract: The amendments specify which costs should be
included in an entity’s assessment whether a contract will be loss-making. The amendments have no
impact on the Company’s financial statements.

1AS 41 Agriculture

Annual Improvements to IFRS Standards 2018— 2020: The amendment removes the requirement for
entities to exclude taxation cash flows when measuring the fair value of a biological asset using a
present value technique. The amendments have no impact on the Company’s financial statements.

Standards, Amendments to published Standards and Interpretations issued but not yet effective
Certain standards, amendments to published standards and interpretations have been issued that are

mandatory for accounting periods beginning on or after January 1, 2023 or later periods, but which the
Company has not early adopted.
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NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED JUNE 30, 2023

2.1

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
Basis of preparation (cont'd)

Standards, Amendments to published Standards and Interpretations issued but not yet effective
(cont'd)

At the reporting date of these financial statements, the following were in issue but not yet effective:

Effective date January 1, 2023

IFRS 17 Insurance contracts
IFRS 17 creates one accounting model for all insurance contracts in all jurisdictions that apply IFRS.

IFRS 17 requires an entity to measure insurance contracts using updated estimates and assumptions that
reflect the timing of cash flows and take into account any uncertainty relating to insurance contracts.
The financial statements of an entity will reflect the time value of money in estimated payments required
to settle incurred claims. Insurance contracts are required to be measured based only on the obligations
created by the contracts. An entity will be required to recognise profits as an insurance service is
delivered, rather than on receipt of premiums. This standard replaces IFRS 4 — Insurance Contracts.

1AS 1 Presentation of Financial Statements

Disclosure of Accounting Policies: The amendments require companies to disclose their material
accounting policy information rather than their significant accounting policies, with additional guidance
added to the Standard to explain how an entity can identify material accounting policy information with
examples of when accounting policy information is likely to be material.

IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors

Definition of Accounting Estimates: The amendments clarify how companies should distinguish
changes in accounting policies from changes in accounting estimates, by replacing the definition of a
change in accounting estimates with a new definition of accounting estimates. Under the new definition,
accounting estimates are “monetary amounts in financial statements that are subject to measurement
uncertainty”. The requirements for recognising the effect of change in accounting prospectively remain
unchanged.

IAS 12 Income Taxes

Deferred Tax related to Assets and Liabilities arising from a Single Transaction: The amendment
clarifies how a company accounts for income tax, including deferred tax, which represents tax payable
or recoverable in the future. In specified circumstances, companies are exempt from recognising
deferred tax when they recognise assets or liabilities for the first time. The aim of the amendments is to
reduce diversity in the reporting of deferred tax on leases and decommissioning obligations, by
clarifying when the exemption from recognising deferred tax would apply to the initial recognition of
such items.

International Tax Reform — Pillar Two Model Rules: The amendments provide a temporary exception
to the requirements regarding deferred tax assets and liabilities related to pillar two income taxes.
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NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED JUNE 30, 2023

2.1

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
Basis of preparation (cont'd)

Standards, Amendments to published Standards and Interpretations issued but not yet effective
(cont'd)

Effective date January 1, 2024

1AS 1 Presentation of Financial Statements

Classification of Liabilities as Current or Non-current: Narrow-scope amendments to IAS 1 to clarify
how to classify debt and other liabilities as current or non-current.

Non-current Liabilities with Covenants: Subsequent to the release of amendments to IAS 1
Classification of Liabilities as Current or Non-Current, the IASB amended IAS 1 further in October
2022. If an entity’s right to defer is subject to the entity complying with specified conditions, such
conditions affect whether that right exists at the end of the reporting period, if the entity is required to
comply with the condition on or before the end of the reporting period and not if the entity is required to
comply with the conditions after the reporting period. The amendments also provide clarification on the
meaning of ‘settlement’ for the purpose of classifying a liability as current or non-current.

IFRS 16 Leases

Lease Liability in a Sale and Leaseback: The amendment clarifies how a seller-lessee subsequently
measures sale and leaseback transactions that satisfy the requirements in IFRS 15 to be accounted for as
a sale.

IAS 7 Statement of Cash Flows & IFRS 7 Financial Instruments: Disclosures

Supplier Finance Arrangements: The amendments add disclosure requirements, and ‘signposts’ within
existing disclosure requirements, that ask entities to provide qualitative and quantitative information
about supplier finance arrangements.

The effective date of this amendment has been deferred indefinitely until further notice

IFRS 10 Consolidated Financial Statements :

Sale or Contribution of Assets between an Investor and its Associate or Joint Venture (Amendments to
IFRS 10 and IAS 28): Narrow scope amendment address an acknowledged inconsistency between the
requirements in IFRS 10 and those in IAS 28 (2011), in dealing with the sale or contribution of assets
between an investor and its associate or joint venture.

IAS 28 Investments in Associates and Joint Ventures :

Sale or Contribution of Assets between an Investor and its Associate or Joint Venture (Amendments to
IFRS 10 and IAS 28): Narrow scope amendment to address an acknowledged inconsistency between
the requirements in IFRS 10 and those in IAS 28 (2011), in dealing with the sale or contribution of
assets between an investor and its associate or joint venture.

Where relevant, the Company is still evaluating the effect of these Standards, Amendments to published
Standards and Interpretations issued but not effective, on the presentation of its financial statements.
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NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED JUNE 30, 2023

2.

2.2

2:3

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
Equipment

Equipment is initially carried at historical cost less accumulated depreciation. Historical cost includes
expenditure that is directly attributable to the acquisition of the items. Subsequent costs are included in
the asset's carrying amount or recognised as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the Company and the cost of the item
can be measured reliably. Where the carrying amount of an asset is greater than its estimated
recoverable amount, it is written down immediately to its recoverable amount. Gains and losses on
disposal of plant and equipment are determined by reference to their carrying amount and are taken into
account in the profit or loss.

Interest costs on borrowings to finance the acquisition of equipment are capitalised, during the period of
time that is required to complete and prepare the asset for its intended use, as part of the cost of the

asset.

Depreciation is calculated to write off the cost of equipment on a straight line basis over the expected
useful lives of the assets concerned.

The principal rates are:

Furniture & fittings 7%
Motor vehicles 20%
Computer equipment 20%

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each
reporting period.

Repairs and renewals are charged to profit or loss when the expenditure is incurred.
Intangible assets

Acquired computer software licences are capitalised on the basis of costs incurred to acquire and bring
to use the specific software and are amortised using the straight line method over their estimated useful
lives (5-8 years).

Costs associated with developing or maintaining computer software are recognised as an expense as
incurred. Costs that are directly associated with the production of identifiable and unique software
controlled by the Company and that will generate economic benefits exceeding costs beyond one year,
are recognised as intangible assets. Direct costs include the software development employee costs and
an appropriate portion of relevant overheads.

Computer software development costs recognised as assets are amortised over their estimated useful
lives (not exceeding 8 years).

Expenditure that enhances or extends the benefits of computer software beyond their original
specifications and lives is recognised as a capital improvement and added to the original cost of the
software.
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2.

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

2.4 Financial assets

2.5

The Company classifies its financial assets at amortised cost. These assets arise principally from the
provision of goods and services to customers, but also incorporate other types of financial assets where
the objective is to hold these assets in order to collect contractual cash flows and the contractual cash
flows are solely payments of principal and interest. They are initially recognised at fair value plus
transaction costs that are directly attributable to their acquisition or issue, and are subsequently carried
at amortised cost using the effective interest rate method, less provision for impairment.

Impairment provisions for financial assets at amortised cost (trade receivables) are recognised based on
the simplified approach within IFRS 9 using the lifetime expected credit losses. During this process, the
probability of the non-payment of the receivables is assessed. This probability is then multiplied by the
amount of the expected loss arising from default to determine the lifetime expected credit loss for the
receivables. In addition to expected credit losses, the Company recognises specific impairment charges
for incurred losses or for receivables which have defaulted and become non performing. Expected
credit losses as well as specific impairment charges are recognised in the statement of profit or loss and
comprehensive income. On confirmation that the receivable will not be collectable, the gross carrying
value of the asset is written off against the associated provision.

Impairment provisions for receivables from related parties are recognised based on a forward looking
expected credit loss model. The methodology used to determine the amount of the provision is based on
whether there has been a significant increase in credit risk since initial recognition of the financial asset.

The Company's financial assets measured at amortised cost comprise of trade receivables, other
receivables and cash and cash equivalents in the statement of financial position.

Cash and cash equivalents includes cash at bank and — for the purpose of the statement of cash flows -
bank overdrafts.

Financial liabilities
The Company classifies its financial liabilities depending on the purpose for which the liability was

acquired. The Company's accounting policies for other financial liabilities are as follows:

Borrowings are recognised initially at fair value being their issue proceeds net of transaction costs
incurred. Borrowings are subsequently stated at amortised cost: any difference between the proceeds
(net of transaction costs) and the redemption value is recognised in profit or loss over the period of the
borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Company has an unconditional right to defer
settlement of the liability for at least twelve months after the end of the reporting period.

Short-term monetary liabilities are initially recognised at fair value and subsequently carried at
amortised cost using the effective interest method.
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2.6

2.7

2.8

(a)

(b)

2.9

@

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a result of
past events and it is probable that an outflow of resources that can be reliably estimated will be required
to settle the obligation.

Impairment of non-financial assets

Assets that are subject to amortisation are reviewed for impairment whenever events or changes in
circumstances indicate that carrying amount may not be recoverable. An impairment loss is recognised
for the amount by which the carrying amount of the asset exceeds its recoverable amount. The
recoverable amount is the higher of an asset's fair value less costs to sell and value in use. For the
purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (cash-generating unit).

Foreign currencies

Functional and presentation currency

Items included in the financial statements are measured using Mauritian rupees, the currency of the
primary economic environment in which the entity operates ("functional currency"). The financial
statements are presented in Mauritian rupees, which is the Company's functional and presentation
currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing on the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised in profit or loss.

All other foreign exchange gains and losses are presented in profit or loss.

Non-monetary items that are measured at historical cost in a foreign currency are translated using the
exchange rate at the date of the transaction.

Non-monetary items that are measured at fair value in a foreign currency are translated using the
exchange rates at the date the fair value was determined.

Revenue recognition

Revenue from contracts with customers

Performance obligations and timing of revenue recognition

The majority of the revenue is derived from providing factoring services with revenue recognised at a

point in time when control has been transferred to the customer. This is generally when the services are
rendered to the customer.
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2.

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

2.9 Revenue recognition (cont'd)

(a) Revenue from contracts with customers (cont'd)

Determining the transaction price

Revenue is mainly derived from interest income that are based on financing of factored debts recognised
on an accrual basis using the effective yield method and factoring income based on consideration of
factoring and recovery services provided.

Allocating amounts to performance obligations

For most contracts, the Company receives a factoring commission fee under a factoring contract for
managing the clients' receivables. Therefore, there is no judgement involved in allocating the contract
price to each performance obligation. Where a customer requests more than one product line, the
Company is able to determine the split of the total contract price between each product line by reference
to each product’s standalone selling prices (all product lines are capable of being, and are, sold
separately).

Costs of obtaining long-term contracts and costs of fulfilling contracts

The costs of fulfilling contracts do not result in the recognition of a separate asset because for service
contracts, revenue is recognised over time by reference to the satisfied performance obligation, meaning
that control of the asset is transferred to the customer on a continuous basis as work is carried out.
Consequently, no asset for work in progress is recognised.

(b) Other revenue earned by the Company is recognised on the following basis:

- Interest income is calculated by applying the effective interest rate to the gross carrying amount of a
financial asset except for financial assets that subsequently become credit-impaired. For credit-
impaired financial assets the effective interest rate is applied to the net carrying amount of the
financial asset (after deduction of the loss allowance).

2.10 Current and deferred income tax

The tax expense for the period comprises of current tax, deferred tax and Corporate Social
Responsibility (CSR) levy. Tax is recognised in profit or loss, except to the extent that it relates to items
recognised in other comprehensive income or directly in equity.

In line with the definition of the Mauritian Income Tax Act 1995, CSR is regarded as a tax and is
therefore subsumed with the income tax shown within profit or loss and the income tax liability on the
statement of financial position. The CSR charge for the current period is measured at the amount
expected to be paid to the Mauritian Tax Authorities.

The Company is subject to the Advance Payment System (APS) whereby it pays income tax on a
quarterly basis.
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2.

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

2.10 Current and deferred income tax (cont'd)

Current tax
The current income tax charge is based on taxable income for the year calculated on the basis of tax
laws enacted or substantively enacted by the end of the reporting period.

Deferred tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of the assets and liabilities and their carrying amounts in the financial statements.
However, if the deferred income tax arises from initial recognition of an asset or liability in a
transaction, other than a business combination, that at the time of the transaction affects neither
accounting nor taxable profit or loss, it is not accounted for.

Deferred income tax is determined using tax rates that have been enacted or substantively enacted at the
reporting date and are expected to apply in the period when the related deferred income tax asset is
realised or the deferred income tax liability is settled. :

Deferred tax assets are recognised to the extent that it is probable that future taxable amounts will be
available against which deductible temporary differences and losses can be utilised.

2.11 Stated capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares
or options are shown in equity as deduction, net of tax, from proceeds.

2.12 Employee benefits

A defined contribution plan is a pension plan under which the Company pays fixed contributions into a
separate entity. The Company has no legal or constructive obligations to pay further contributions if the
fund does not hold sufficient assets to pay all employees the benefits relating to employee service in the
current and prior periods.

Payments to defined contribution plans are recognised as an expense when employees have rendered
service that entitle them to the contributions.

The pension plan forms part of the MCB Group's pension plan, is held independently and administered
by the MCB Superannuation Fund.

2.13 Leases

IFRS 16 Leases results in the recognition of almost all leases on the statement of financial position. The
standard removes the current distinction between operating and financing leases and requires
recognition of an asset (the right to use the leased item) and a financial liability to pay rentals for
virtually all lease contracts. The Company has not adopted IFRS 16, as permitted under the specific
exemption provisions.
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3. FINANCIAL RISK MANAGEMENT

The Company’s activities expose it to a variety of financial risks.

3.1 Foreign exchange risk

The Company has assets and liabilities denominated in United States Dollar and Euro. Consequently,
the Company is exposed to the risk that the exchange rate of the Mauritian rupee may have relative
effect on the reported values of the Company's assets and liabilities which are denominated in such
currencies. The Company ensures that assets denominated in a foreign currency is matched by
liabilities in the same currency.

Currency profile
The currency profile of the Company's financial assets and liabilities is summarised as follows:
2023 2022
Financial Financial Financial Financial
assets liabilities assets liabilities
Rs '000 Rs '000 Rs '000 Rs '000
MUR 806,687 363,369 648,739 246,293
USD 26,110 23,714 14,376 12,908
EUR 3,635 2,974 2,999 2,578

836,432 390,057 666,114 261,779

The following have been excluded from financial assets:

2023 2022
Rs '000 Rs '000
Equipment 1,395 1,317
Intangible assets 13,824 15,478
Current tax assets - 548
Prepayments 180 180
15,399 17,523

Sensitivity analysis
At June 30, 2023, if the rupee had weakened/strenghtened by 10% against United States Dollar and
Euro with all other variables held constant, the impact on pre-tax profit for the year would have
changed as follows:

2023 2022
Rs '000 Rs '000
UsD 240 147

EUR 66 42
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3.2

33

FINANCIAL RISK MANAGEMENT (CONT'D)
Credit risk

The Company's credit risk is primarily attributable to the financial assets at amortised cost (trade
receivables). The amounts presented in the statement of financial position are net of loss allowance for
Expected Credit Losses (ECL) and specific provisions for impairment estimated by management based
on prior experience and the current economic environment.

Over the years, the Company has developed processes to mitigate credit risk. The main processes are:
- Client selection based on established criteria.

- Established procedures set up to verify accuracy of invoices.

- Systematic and regular monitoring of trade receivables.

- Part of the trade receivables is credit insured.

The following table provides information regarding the carrying value of financial assets that have been
impaired and the ageing of financial assets that are past due but not impaired.

Within Past due but

normal not impaired

credit Within More than

period 3 months 3 months  Impaired Total

Rs '000 Rs '000 Rs '000 Rs '000 Rs '000
Gross debtors:
At June 30, 2023 552,438 516,968 79,002 - 1,148,408
At June 30, 2022 408,823 476,501 40,877 - 926,201

The amounts disclosed in the above table represent nominal value of the receivables and not the
amounts that have been financed.

At June 30, 2023, Fund of Guarantee amounted to Rs. 128,985k (2022: Rs.78,773k).
Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivery of cash or another financial asset.

In order to ensure the adequacy of its funding requirements, cash flow forecasts are regularly prepared
and the relevant credit facilities are closely monitored.

The table below summarises the maturity profile of the Company's financial liabilities based on
contractual undiscounted payments.

2023 2022
Less than  Between2  Lessthan  Between 2
1 year and 5 years 1 year and 5 years

Rs "000 Rs '000 Rs '000 Rs '000

Borrowings 200,000 150,000 75,000 150,000

Bank overdrafts 26,653 - 15,445 -
Trade and other payables 13,404 - 21,334 =
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34

35

FINANCIAL RISK MANAGEMENT (CONT'D)

Interest rate risk

The Company lends and borrows at variable interest rates which mitigate its exposure to interest rate
risk. At June 30, 2023, if interest rate on rupee denominated assets and liabilities had been 50 basis
points higher/lower with all other variables held constant, the impact on post-tax profit for the year
would have been immaterial.

Capital risk management

The Company's objectives when managing capital are:

to safeguard the Company's ability to continue as a going concern, so that it can continue to provide
returns for the shareholder and benefits for other stakeholders, and

to provide an adequate return to the shareholder by pricing products and services commensurately with
the level of risk.

The Company sets the amount of capital in proportion to risk. The Company manages the capital
structure and makes adjustments to it in the light of changes in economic conditions and the risk
characteristics of the underlying assets. In order to maintain or adjust the capital structure, the Company
may adjust the amount of dividends paid to the shareholder, return capital to the shareholder, issue new
shares, or sell assets to reduce debt.

The debt-to-adjusted capital ratios at June 30, 2023 and June 30, 2022 were as follows:

2023 2022
Rs'000 Rs'000
Total debt and bank overdraft 376,653 240,445
Less: cash and cash equivalents (23,193) (12,262)
Net debt 353,460 228,183
Total equity 456,852 420,942

Debt-to-adjusted capital ratio 7% 54%
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(@

(b)

(c)

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continuously evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances.

Critical accounting estimates and assumptions

The Company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimates and assumptions
that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below.

Estimated loss allowance for expected credit losses on financial assets (factoring receivables)

From its portfolio of clients, the Company provides provision for those clients assumed to be at risk.
This assumption is based on historical experience, extensive credit analysis of management, forward-
looking information on macroeconomics factors affecting the ability of the customers to settle the
receivables and also on financial position of the client.

Depreciation policies

Equipment is depreciated to its residual value over its estimated useful life. The residual value of an
asset is the estimated net amount that the Company would currently obtain from disposal of the asset, if
the asset was already of the age and in condition expected at the end of its useful life.

The directors therefore make estimates based on historical experience and use best judgement to assess
the useful lives of assets and to forecast the expected residual values of the assets at the end of their
expected useful lives.

Deferred tax assets arising from impairment losses

The Company has a deferred tax asset arising mainly on impairment losses. The directors have made
estimates of the loss allowances for Expected Credit Losses (ECL), based on prior experience, current
economic environment and forward-looking information on macroeconomics factors affecting the
customers.
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5.

EQUIPMENT

COST

At July 01, 2021
Additions

At June 30, 2022
Additions

At June 30, 2023

DEPRECIATION
At July 01, 2021
Charge for the year
At June 30, 2022
Charge for the year
At June 30,2023

NET BOOK VALUES
At June 30, 2023

At June 30, 2022

INTANGIBLE ASSETS

COST

At July 01,
Additions
At June 30,

AMORTISATION
At July 01,

Charge for the year
At June 30,

NET BOOK VALUES
At June 30,

Furniture =~ Motor Computer
& fittings  vehicles  equipment Total

Rs'000 Rs'000 Rs'000 Rs'000

1,268 866 6,719 8,853
- - 294 204
1,268 866 7,013 9,147
= . 477 477
1,268 866 7,490 9,624
477 866 6,119 7,462
87 > 281 368
564 866 6,400 7,830
87 ) 312 399
651 866 6,712 8,229
617 - 778 1,395
704 . 613 1,317

Computer software

2023 2022

Rs'000 Rs'000

24,050 16,971
575 7,079

24,625 24,050

8,572 6,345
2,229 2,227
10,801 8,572
13,824 15478
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7. DEFERRED INCOME TAX

Deferred income tax is calculated on all temporary differences under the liability method at 17% (2022:
17%).

(a) There is a legally enforceable right to offset current tax assets against current tax liabilities and deferred
income tax assets and liabilities when the deferred income taxes relate to the same fiscal authority on the
same entity. The following amounts are shown in the statement of financial position:

2023 2022
Rs'000 Rs'000
Deferred tax liability 1,290 916
(b) The movement on the deferred income tax account is as follows: 2023 2022
Rs'000 Rs'000
At July 01, 916 (203)
Charged to profit or loss (note 9) 374 1,119
At June 30, 1,290 916

(c) The deferred tax liability arise respectively on accelerated tax depreciation and expected credit losses.
Accelerated Expected

tax credit
Deferred tax liability depreciation losses Total
Rs'000 Rs'000 Rs'000
At July 01, 2021 208 (411) (203)
Charged to profit or loss 1,119 - 1,119
At June 30, 2022 1,327 (411) 916
Charged to profit or loss 374 - 374
At June 30, 2023 1,701 (411) 1,290
8. FINANCIAL ASSETS AT AMORTISED COST 2023 2022
Rs'000 Rs'000
Trade receivables 814,417 655,120
Less: provision for impairment (2,417) (2,417)
Trade receivables - net 812,000 652,703

(a) Impairment of financial assets at amortised cost

The Company applies the IFRS 9 general approach to the measuring of Loss allowance for expected
credit losses with increases in credit risk segmented into 3 stages as explained below.

The default rates of each stage are based on the historical data as adjusted to reflect current and forward-
looking information on macroeconomics factors affecting the ability of the customers to settle the
receivables. The Company has identified the Gross Domestic Product (GDP) to be the most relevant
factor, and accordingly adjusts the default rates based on expected changes in the GDP.
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8. FINANCIAL ASSETS AT AMORTISED COST (CONT'D)
(a) Impairment of financial assets at amortised cost (cont'd)

Stage 1 - The trade receivables are either not yet due or if they are past due, the number of days past due
does not exceed 30 days.

Stage 2 - There is a perceived increase in credit risk when the number of days past due exceed 30 days,
with a corresponding significant increase in probability of default.

Stage 3 - The trade receivables are considered to be non performing and specific provision for impaiment
is determined by management based on past historical track record or taking the specific financial
situation of the debtor into consideration.

On that basis, the loss allowance as at June 30, 2023 was determined as follows for trade receivables
excluding entities under common control:

Stage 3
Stage 1 Stage 2 More than
0 - 30 days 31 - 60 days 60 days
past due past due past due Total
Rs'000 Rs'000 Rs'000 Rs'000
At June 30, 2023
Expected Credit Loss (range) 0.05%-0.30% 2.00%-6.00% 7.00%-20.00%
Change in GDP | 5.00% |
Gross carrying amount -
Financial assets at amortised cost 809,700 4,717 - 814,417
Impairment provision
ECL Including forward looking element 2,229 188 - 2417
Stage 3
Stage 1 Stage 2 More than
0 - 30 days 31 - 60 days 60 days
past due past due past due Total
Rs'000 Rs'000 Rs'000 Rs'000
At June 30, 2022
Expected Credit Loss (range) 0.05%-0.30% 2.00%-6.00%  7.00%-20.00%
Change in GDP | 5.50% |
Gross carrying amount -
Financial assets at amortised cost 647,993 - 7,127 655,120

Impairment provision
ECL Including forward looking element 1,584 - 833 2417
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8. FINANCIAL ASSETS AT AMORTISED COST (CONT'D)

(b) The financial assets at amortised cost approximate their fair value. The financial assets at amortised cost

consist of the net amount financed. The Company does not hold any collateral as security.

The carrying amount of the Company's financial assets is denominated in the following currencies:

2023 2022
Rs'000 Rs'000
MUR 784,573 637,745
US Dollar 26,188 14,376
Euro 3,656 2,999
814,417 655,120

(c) The closing loss allowance for financial assets as at June 30, reconcile to the opening loss allowance as

follows:
2023 2022
Rs'000 Rs'000
At July 01, and June 30, 2,417 2,417
9. TAXATION 2023 2022
Rs'000 Rs'000
(a) Amount recognised in statement of financial position
At July 01, (548) (1,331)
Charge for the year 6,178 2,187
Corporate Social Responsibility contribution 824 292
Paid during the year (2,822) (1,696)
At June 30, 3,632 (548)
(b) Amount recognised in profit or loss 2023 2022
Rs'000 Rs'000
Current tax on the adjusted profit for the year at 15% 6,178 2,187
Corporate Social Responsibility contribution . 824 292
Deferred tax (note 7) 374 1,119
7,376 3,598
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9. TAXATION (CONT'D)

(c) The tax on the Company's profit before tax differs from the theoretical amount that would arise using the

basic tax rate of the Company as follows:

2023 2022
Rs'000 Rs'000
Profit before taxation 43,286 21,158
Tax calculated at 15% (2022: 15%) 6,493 3,174
Expenses not deductible for tax purposes 15 -
CSR effect 44 132
CSR contribution 824 202
Tax charge 7,376 3,598
10. OTHER RECEIVABLES AND PREPAYMENTS 2023 2022
Rs'000 Rs'000
Other receivables (note (a)) 1,239 1,149
Prepayments 180 180
1,419 1,329

(a) Other receivables

(i) These amounts generally arise from transactions outside the usual operating activities of the Company.

Collateral is not normally obtained.

(ii) The carrying amounts of other receivables are denominated in Rs. As a result, there is no exposure to

foreign currency risk.
(iii) Other receivables are unsecured, interest-free and repayable on demand.

11. STATED CAPITAL 2023 & 2022
Rs'000
Issued and fully paid
50,000 ordinary shares of no par value 50,000
12. TRADE AND OTHER PAYABLES 2023 2022
Rs'000 Rs'000
Trade payables 7,758 9,209
Amount due to related parties
- Entities under common control 4,588 7,686
- Related companies 1,003 1,771
Other payables 55 2,668
13,404 21,334

(i) The carrying amounts of trade and other payables approximate their fair value and are denominated in Rs.
(i) The amount due to related parties is unsecured, interest-free and repayable on demand.
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13. BORROWINGS 2023 2022
Rs'000 Rs'000
Non Current
Shareholder's loan (note (a)) 150,000 150,000
Current
Bank borrowings - secured 200,000 75,000
Total borrowings 350,000 225,000
(a) The Company obtained a loan of Rs 150m from MCB Group Limited, its holding company and is
repayable on December 31, 2027. Rate of interest applicable was Repo Rate per annum.
(b) Bank borrowings are secured by floating charges on the assets of the Company. Interest rate applicable
for bank borrowings is MCB Money Market Rate. '
14. PROFIT BEFORE TAXATION 2023 2022
Rs'000 Rs'000
Profit before taxation is arrived at after
Charging:
Employee benefit expense (note 15) 31,991 28,393
Depreciation on equipment (note 5) 399 368
Amortisation of intangible assets (note 6) 2,229 2,227
Auditor's remuneration 270 321
15. EMPLOYEE BENEFIT EXPENSE 2023 2022
Rs'000 Rs'000
Wages and salaries 27,048 24,788
Pension costs 4,131 2,758
Social security costs 788 715
Group employee share option scheme 24 132
31,991 28,393
16. FINANCE COSTS 2023 2022
Rs'000 Rs'000
Interest expense:
- Bank overdrafts 11,555 1,218
- Shareholder's loan 5,617 3,302
17,172 4,520




MCB FACTORS LTD

28
NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED JUNE 30, 2023
17. EARNINGS PER SHARE 2023 2022
Rs '000 Rs'000
Profit for the year 35,910 17,560
Number of ordinary shares in issue 50,000 50,000
Basic earnings per share Rs. 718 351
18. RELATED PARTY TRANSACTIONS
Amount due
Other Other Finance Management to related Banking
income receivables costs & other fees  parties facilities
Rs'000  Rs'000 Rs'000 Rs'000 Rs'000 Rs'000
2023
Entities under
common control - - 11,555 4,672 2,906 226,654
Holding company - - 5,617 - 1,683 150,000
Related companies - - - 7,787 1,003 -
Amount due
Other Other Finance Management to related Banking
income receivables costs & other fees  parties facilities

Rs'000  Rs'000 Rs'000 Rs'000 Rs'000 Rs'000

2022

Entities under

common control - - 4,187 4,893 5,067 109,157
Holding company - - 333 - 333 150,000
Related companies 200 200 - 5,913 1,771 g

(i)

(i)
(iii)
(iv)

(@
(i)

(iii)
(iv)

Amount due to related parties represents the following:

Management fees in respect of services (rent, electricity, telephone, maintenance and other costs)
rendered by Fellow Subsidiary. The services are invoiced and paid once yearly.

Credit insurance fees paid on a monthly basis.

Secretarial fees paid to MCB Group Corporate Services Ltd on a monthly basis.

Income from rental of server to MCB Group Ltd subsidiary companies.

Terms and conditions:

The above transactions have been made at arms' length, on normal commercial terms and in the normal
course of business.

The terms and conditions of outstanding balances have been disclosed in their respective notes.

There has been no guarantees provided or received for any related party receivables or payables.

For the year ended June 30, 2023, the Company has not recorded any impairment of receivables
relating to amounts owed by related parties (2022: Nil). This assessment is undertaken each financial
year through examining the financial position of the related party and the market in which the related

party operates.
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19.

20.

(@

(b

21.

22.

HOLDING COMPANY

The holding company is MCB Group Limited, incorporated in Mauritius. Its registered address is 9 - 15
Sir William Newton Street, Port Louis, Mauritius.

NOTES TO THE STATEMENT OF CASH FLOWS

Cash and cash equivalents and bank overdrafts include the following for the purpose of the statement
of cash flows.

2023 2022
Rs'000 Rs'000
Cash and cash equivalents 23,193 12,262
Bank overdrafts (26,653)  (15,445)

(3,460) (3,183)

Bank overdrafts are secured by floating charges on the assets of the Company. Interest rate applicable
for MUR bank overdraft facilities are the MCB PLR Rate.

Reconciliation of liabilities arising from financing activities
Cash
2022 flows 2023

Rs'000 Rs'000 Rs'000

Shareholder's loan 150,000 - 150,000
Bank borrowings - secured 75,000 125,000 200,000
225,000 125,000 350,000

CONTINGENT LIABILITY

Tax assessment

At the end of the previous Financial Year, the Company received a formal assessment from Mauritius
Revenue Authority (MRA) in relation to Corporate Taxation for Financial Year 2019/2020 for which
the Company has lodged an objection. The matter will be called Pro Forma before the Assessment
Review Committee at the end of this year.

EVENTS AFTER THE REPORTING PERIOD

There were no material events after the year end, except that in July 03, 2023, the Company declared a
dividend of Rs 350 per share representing a total dividend of Rs 17,500,000.




