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Stated Revenue Actuarial Revaluation Total Total 
capital deficit gains reserves reserves equity
MUR MUR MUR MUR MUR MUR

Balance as at 01 July 2017 30,000,000       (4,597,034,916)    4,132,000            17,357,240          (4,575,545,676)    (4,545,545,676)    

Profit for the year -                    57,389,324          -                       -                       57,389,324          57,389,324          

Other comprehensive income -                    -                       (900,000)              13,288,145          12,388,145          12,388,145          

Total comprehensive income for the year -                    57,389,324          (900,000)              13,288,145          69,777,469          69,777,469          

Balance as at 30 June 2018 30,000,000       (4,539,645,592)    3,232,000            30,645,385          (4,505,768,207)    (4,475,768,207)    

Balance as at 01 July 2016 30,000,000       (4,624,792,872)    10,854,000          4,162,000            (4,609,776,872)    (4,579,776,872)    

Profit for the year -                    27,757,956          -                       -                       27,757,956          27,757,956          

Other comprehensive income -                    -                       (6,722,000)           13,195,240          6,473,240            6,473,240            

-                    27,757,956          (6,722,000)           13,195,240          34,231,196          34,231,196          

Balance as at 30 June 2017 30,000,000       (4,597,034,916)    4,132,000            17,357,240          (4,575,545,676)    (4,545,545,676)    

Notes:

(i)
(ii)

The notes on pages 69 to 125 form an integral part of these financial statements.
Independent auditors' report on pages 53 to 62.

Actuarial gains relate to movements in retirement benefit obligations recognised through other comprehensive income.
Revaluation reserves relate to increase/decrease in land and building following valuation exercise in accordance with IAS 16.

Reserves

Total comprehensive income for the year
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Notes 2018 2017

MUR MUR

Cash generated from operations

Profit before taxation 57,389,324       27,757,956      

Adjustments for:

8 9,501,960         8,118,758        

9 7,746,648         6,843,926        

Net provisions on mortgage and other loans 7,490,163         (5,846,578)       

34 (31,005,209)      19,968,327      

Movement in provision on retirement benefit obligations 25 1,987,000         683,000           

Gain on disposal of property, plant and equipment -                    (2,926,584)       

Change in fair value of investment properties 10 (11,625,000)      (11,625,000)     

Net realised gains on disposal of financial assets 34 -                    (3,064,238)       

Interest income (16,926,292)      (19,172,147)     

24,558,594       20,737,420      

Changes in working capital:

Change in long term insurance funds 22 178,111,882     (96,572,677)     

Change in insurance receivables (351,748)           222,458           

Change in reinsurance receivables (2,624,642)        (1,284,617)       

Change in reinsurance assets (191,531)           (285,610)          

Change in other receivables 19,105,702       42,916,974      

Change in outstanding claims 23 1,955,826         24,611,869      

Change in trade and other payables (23,135,439)      39,503,722      

Cash flows from operating activities 197,428,644     29,849,539      

Interest received 16,926,291       19,358,191      

Net cash flows from operating activities 214,354,935     49,207,730      

Cash flows from investing activities

Acquisition of property, plant and equipment 8 (1,873,435)        (4,716,712)       

Acquisition of intangible assets 9 (4,684,268)        (2,996,016)       

Acquisition of financial assets at fair value through profit or loss 12 (20,736,574)      (39,858,001)     

Proceeds from disposal property, plant and equipment and intangible asset -                    6,981,556        

Proceeds from sale of financial assets at fair value through profit or loss 5,605,991         56,004,462      

Disbursement of mortgage, policyowner and other loans (68,237,264)      (44,872,187)     

Receipts from repayment of mortgage, policyowner and other loans 53,448,023       35,976,732      

Net cash flows (used in) / from investing activities (36,477,527)      6,519,834        

Increase in cash and cash equivalents 177,877,408     55,727,564      

Movement in cash and cash equivalents

At 01 July 171,331,081     115,603,517    

Movement 177,877,408     55,727,564      

At 30 June 18 349,208,489     171,331,081    

The notes on pages 69 to 125 form an integral part of these financial statements.

Independent auditors' report on pages 53 to 62.

Depreciation of property, plant and equipment

Amortisation of intangible assets

Change in fair value of financial assets at fair value through profit or loss
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1. GENERAL INFORMATION

2. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRSs)

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

Amendments

2.2 Accounting Standards and Interpretations issued but not yet effective

New or revised standards

IFRS 9 Financial Instruments (deferral available to insurance companies up to January 2023)

IFRS 15 Revenue from Contracts with Customers

IFRS 16 Leases

IFRS 17 Insurance Contracts

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration

Amendments

Transfers of Investment Property (Amendments to IAS 40)

Prepayment Features with Negative Compensation - Amendments to IFRS 9

investees at fair value through profit or loss is an investment - by - investment choice

Classification and Measurement of Share-based Payment Transactions

(Amendments to IFRS 2)

IAS 12 Recognition of Deferred Tax Assets for Unrealised Losses - Amendments to IAS 12 01 January 2017

IFRS 12 Disclosure of Interests in Other Entities - Clarification of the scope of the

disclosure requirements in IFRS 2 01 January 2017

National Insurance Co. Ltd (the "Company") is a public company incorporated in Mauritius. Its registered office

is situated at NIC Centre, 217 Royal Road, Curepipe, Mauritius (previously located at 15th Floor, Air Mauritius

Centre, 6 President John Kennedy Street, Port Louis). The Company is engaged in long term insurance business.

These financial statements are submitted for consideration and approval at the forthcoming Annual Meeting of

Shareholders of the Company.

The accounting policies adopted are consistent with those of the previous financial year except for the following

new and amended IFRS adopted in the year commencing 01 January 2017:

Effective for

accounting period

beginning on or 

after

IAS 7 Disclosure Initiative - Amendments to IAS 7 01 January 2017

The following standards, amendments to existing standards and interpretations were in issue but not yet

effective. They are mandatory for accounting periods beginning on the specified dates, but the Company has not

early adopted them. The Company intends to adopt these standards, amendments and interpretation when

they become effective.

Where the adoption of the standard or interpretation or improvement is deemed to have an impact on the

financial statements or performance of the Company when applicable, its impact is described below:

Effective for

accounting period

beginning on or 

after

01 January 2018

The adoption of the above amended standards did not have a material impact on the financial

statements.

01 January 2018

01 January 2019

01 January 2023

01 January 2018

01 January 2018

01 January 2018

01 January 2019

01 January 2018

01 January 2018
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2.

2.2 Accounting Standards and Interpretations issued but not yet effective (Continued)

Amendments (Continued)

(Amendments to IFRS 4)

IFRS 1 First-time Adoption of International Financial Reporting

Standards - Deletion of short-term exemptions for first-time adopters

IFRIC Interpretation 23 Uncertainty over Income Tax Treatments

instruments classified as equity

(a) Classification and measurement of financial assets

Financial assets will be measured at amortised cost if they are held within a business model whose objective is to

hold financial assets in order to collect contractual cash flows, and their contractual cash flows represent solely

payments of principal and interest.

Financial assets will be measured at fair value through other comprehensive income if they are held within a

business model whose objective is achieved by both collecting contractual cash flows and selling financial assets

and their contractual cash flows represent solely payments of principal and interest.

2) Their contractual cash flow characteristics (whether the cash flows represent payments of principal and

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS 

(IFRSs) (CONTINUED)

for financial liabilities and derecognition

Effective for

accounting period

beginning on or after

01 January 2023

01 January 2018

01 January 2019

IFRS 9 introduces new requirements for classifying and measuring financial assets, as follows:

IFRS 9 will require financial assets to be classified on the basis of two criteria:

1) The business model within which financial assets are managed; and

01 January 2019

01 January 2019

01 January 2019

IFRS 9 Financial Instruments was issued in July 2014 and has an effective date of 01 January 2023 (for insurance

companies). IFRS 9 replaces IAS 39 Financial Instruments: Recognition and Measurement, introducing new

requirements for the classification and measurement of financial instruments, the recognition and

measurement of credit impairment provisions, and providing for a simplified approach to hedge accounting.
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2.

2.2 Accounting Standards and Interpretations issued but not yet effective (Continued)

(a) Classification and measurement of financial assets (Continued)

The accounting for financial liabilities is largely unchanged.

(b) Impairment

Exposures would be divided into 3 stages as follows:

The initial application of the new classification and measurement policies on 01 July 2018 is expected

to result in material changes to the measurement of the financial assets, specifically for all the debt

instruments where the Company shall assess the impact of Expected Credit Loss (ECL) that was not required

under IAS 39 and financial liabilities.

Other financial assets are measured at fair value through profit and loss. There is an option to make an

irrevocable election for non-traded equity investments to be measured at fair value through other

comprehensive income, in which case dividends are recognised in profit or loss, but gains or losses are not

reclassified to profit or loss upon derecognition and impairment is not recognised in profit or loss.

An assessment of potential changes to financial assets has been conducted, including an assessment of

business models across various portfolios, and a review of contractual cash flow features for complex financial

assets.

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS 

(IFRSs) (CONTINUED)

financial liabilities and derecognition (Continued)

IFRS 9 introduces a revised impairment model which requires entities to recognise Expected Credit Losses

based on unbiased forward-looking information. This replaces the existing IAS 39 incurred loss model

which only recognises impairment if there is objective evidence that a loss is already incurred and would

measure the loss based on the most probable outcome. The IFRS 9 impairment model will be applicable to all

financial assets at amortised cost, lease receivables, debt financial assets at fair value through other

comprehensive income, loan commitments and financial guarantee contracts. This presents a change from the

scope of the IAS 39 impairment model which excludes loan commitments and financial guarantee contracts

(these were covered by IAS 37: Provisions, Contingent Liabilities and Contingent Assets).

The measurement of expected credit loss will involve increased complexity and judgement including

estimation of probabilities of default, loss given default, a range of unbiased future economic scenarios,

estimation of expected lives, estimation of exposures at default and assessing increases in credit risk.

Stage 1: The 12 months ECL is calculated as the portion of long-term ECLs that represent the ECLs that result

from default events on a financial instrument that are possible within the 12 months after the reporting date.

The Company calculates the 12 months ECL allowance based on the expectation of a default occurring in the 12

months following the reporting date. These expected 12-month default probabilities are applied to a forecast

Exposure at Default (EAD) and multiplied by the expected Loss Given Default (LGD) and discounted by an

approximation to the original Effective Interest Rate (EIR).

Stage 2: When a loan has shown a significant increase in credit risk since origination, the Company records an

allowance for the long-term ECLs. The mechanics are similar to those explained above, including the use of

multiple scenarios, but Probabilities of Default (PDs) and LGDs are estimated over the lifetime of the instrument.

The expected cash shortfalls are discounted by an approximation to the original EIR.

Stage 3: For loans considered credit-impaired, the Company recognises the lifetime expected credit losses for

these loans. The method is similar to that for Stage 2 assets, with the PD set at 100%.
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2.

2.2 Accounting Standards and Interpretations issued but not yet effective (Continued)

(b) Impairment (Continued)

IFRS 15 Revenue from Contracts with Customers

The five steps in the model are as follows:

- Identify the contract with the customer;

- Identify the performance obligations in the contract;

- Determine the transaction price;

- Allocate the transaction price to the performance obligations in the contracts; and

- Recognise revenue when (or as) the entity satisfies a performance obligation.

IFRS 17 Insurance Contracts

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS 

(IFRSs) (CONTINUED)

financial liabilities and derecognition (Continued)

Guidance is provided on topics such as the point in which revenue is recognised, accounting for variable

consideration, costs of fulfilling and obtaining a contract and various related matters. New disclosures about

revenue are also introduced.

Given insurance contracts are scoped out of IFRS 15, it will not have any impact of the performance of the

Company for fees and commission income relating to insurance contracts. For other income in respect of

management fees and administration fees, the Company will be assessing the impact of the application of IFRS

15 and intends to adopt when it becomes effective.

In May 2017, the IASB issued IFRS 17 Insurance Contracts, a comprehensive new accounting standard for

insurance contracts covering recognition and measurement, presentation and disclosure, which replaces IFRS 4

Insurance Contracts. In contrast to the requirements in IFRS 4, which are largely based on grandfathering

previous local accounting policies for measurement purposes, IFRS 17 provides a comprehensive model (the

general model) for insurance contracts, supplemented by the variable fee approach for contracts with direct

participation features that are substantially investment-related service contracts, and the premium allocation

approach mainly for short - duration which typically applies to certain non-life insurance contracts.

IFRS 15 provides a single principles based five-step model to be applied to all contracts with customers.

The Company is in the process of assessing the impact of IFRS 9 on the financial statements. 

Debt instruments measured at fair value through other comprehensive income (FVTOCI):

The ECLs for debt instruments measured at FVTOCI do not reduce the carrying amount of these financial assets

in the statement of financial position, which remains at fair value. Instead, an amount equal to the allowance that

would arise if the assets were measured at amortised cost is recognised in OCI as an accumulated impairment

amount, with a corresponding charge to profit or loss. The accumulated loss recognised in OCI is recycled to the

profit and loss upon de-recognition of the assets.
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2.

2.2 Accounting Standards and Interpretations issued but not yet effective (Continued)

IFRS 17 Insurance Contracts (Continued)

The main features of the new accounting model for insurance contracts are, as follows:

-

-

-

-

-

-

-

-

The Company plans to adopt the new standard on the required effective date.

Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts - Amendments to IFRS 4

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS 

(IFRSs) (CONTINUED)

Amounts that the policy holder will always receive, regardless of whether an insured event happens (non-

distinct investment components) are not presented in the income statement , but are recognised directly on

the statement of financial position

The measurement of the present value of future cash flows, incorporating an explicit risk adjustment,

remeasured every reporting period (the fulfilment cash flows)

A Contractual Service Margin (CSM) that is equal and opposite to any day one gain in the fulfilment cash

flows of a group of contracts. The CSM represents the unearned profitability of the insurance contracts and is

recognised in profit or loss over the service period (i.e., coverage period)

Certain changes in the expected present value of future cash flows are adjusted against the CSM and

thereby recognised in profit or loss over the remaining contractual service period

The effect of changes in discount rates will be reported in either profit or loss or other comprehensive

income, determined by an accounting policy choice

The recognition of insurance revenue and insurance service expenses in the statement of comprehensive

income based on the concept of services provided during the period

The amendments address concerns arising from implementing the new financial instruments Standard, IFRS 9,

before implementing the new insurance contracts standard that the Board is developing to replace IFRS 4. The

amendments introduce two options for entities issuing insurance contracts: a temporary exemption from

applying IFRS 9 and an overlay approach.

Insurance services results (earned revenue less incurred claims) are presented separately from the insurance

finance income or expense

Extensive disclosures to provide information on the recognised amounts from insurance contracts and the

nature and extent of risks arising from these contracts

IFRS 17 is effective for annual reporting periods beginning on or after 1 January 2023, with comparative figures

required. Early application is permitted, provided the entity also applies IFRS 9 and IFRS 15 on or before the date it

first applies IFRS 17. Retrospective application is required. However, if full retrospective application for a company

of insurance contracts is impracticable, then the entity is required to choose either a modified retrospective

approach or a fair value approach.

The Company expects that the new standard will result in an important change to the accounting policies for

insurance contract liabilities of the Company and is likely to have a significant impact on profit and total equity

together with presentation and disclosure.
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2.

2.2 Accounting Standards and Interpretations issued but not yet effective (Continued)

Temporary exemption from IFRS 9

The overlay approach

IFRS 16 Leases

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS 

(IFRSs) (CONTINUED)

Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts - Amendments to IFRS 4 

(Continued)

The Company has made an assessment on its financial position at 30 June 2018 and concluded that the

predominance criteria was not met and concluded that the Company qualifies for deferral in application of IFRS

9.

IFRS 16 sets out the principles for the recognition, measurement, presentation and disclosure of leases and

requires lessees to account for all leases under a single on-balance sheet model similar to the accounting for

finance leases under IAS 17. At the commencement date of a lease, a lessee will recognise a liability to make lease

payments (i.e., the lease liability) and an asset representing the right to use the underlying asset during the lease

term (i.e., the right-of-use asset). Lessees will be required to separately recognise the interest expense on the

lease liability and the depreciation expense on the right-of-use asset. This new standard is not expected to have a

material impact as the company is a lessor, however the Company expects an impact on the additional level of

disclosures that will be required to be provided.

The optional temporary exemption from IFRS 9 is available to entities whose activities are predominantly

connected with insurance. The temporary exemption permits such entities to continue to apply IAS 39 Financial

Instruments: Recognition and Measurement while they defer the application of IFRS 9 until 01 January 2023 at

the latest. Predominance must be initially assessed at the annual reporting date that immediately precedes 01

April 2016 and before IFRS 9 is implemented. Also the evaluation of predominance can only be reassessed in rare

cases. Entities applying the temporary exemption will be required to make additional disclosures.

The overlay approach is an option for entities that adopt IFRS 9 and issue insurance contracts, to adjust profit or

loss for eligible financial assets; effectively resulting in IAS 39 accounting for those designated financial assets.

The adjustment eliminates accounting volatility that may arise from applying IFRS 9 without the new insurance

contracts standard. Under this approach, an entity is permitted to reclassify amounts between profit or loss and

other comprehensive income (OCI) for designated financial assets.

An entity must present a separate line item for the amount of the overlay adjustment in profit or loss, as well as a

separate line item for the corresponding adjustment in OCI.
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3. SIGNIFICANT ACCOUNTING POLICIES

3.1 Basis of preparation

(i)

(ii)

(iii)

3.2 Exemption from presenting consolidated financial statements

3.3 Investment in a subsidiary

Separate financial statements

3.4 Revenue recognition

Premiums earned on long-term insurance contracts are recognised as income when they become payable by

the contract holder. When policies lapse (due to non-receipt of premiums) within two years for unit-linked

business and three years for other contracts, the related unpaid premium income due from the date they are

deemed to have lapsed is reversed against premiums in the Life Assurance Fund. For contracts that lapse after

longer periods, a surrender or paid up value is refunded to contract holders based on the terms of the contracts.

financial assets and financial liabilities are stated at their fair values or carried at amortised cost; and

investment properties are stated at their fair values;

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.

The financial statements of National Insurance Co. Ltd comply with the Companies Act 2001 and have been

prepared in accordance with International Financial Reporting Standards (IFRSs) and on a going concern basis

(refer to note 39).

The financial statements are presented in Mauritian Rupee (MUR).

The financial statements are prepared under the historical cost convention, except that:

land and buildings are measured at revalued amounts.

The financial statements are the separate financial statements which contain information about National

Insurance Co. Ltd as an individual company and do not contain consolidated financial information as the parent

of a group.

The Company has taken advantage of the exemption under IFRS 10 paragraph 4, "Consolidated Financial

Statements", from the requirement to prepare group financial statements, as its ultimate holding company,

National Property Fund Ltd, a company incorporated in the Republic of Mauritius, shall prepare group financial

statements in accordance with International Financial Reporting Standards and shall be available for public use

at the registered office of the holding company, 6 President John Kennedy Street, 15th Floor, Air Mauritius Centre,

Port Louis, Mauritius.

Subsidiaries are entities over which the Company has control. The Company controls an entity if and only if it has

power over the entity and when it is exposed to, or has rights to variable returns from its involvement with the

entity, and has the ability to use its power over the entity to affect those returns. The Company will re-assess

whether or not it controls an investee if facts and circumstances indicate that there are changes to one or more

of the three elements of control.  

Investment in a subsidiary is stated at cost less accumulated impairment losses. Where an indication of

impairment exists, the carrying amount of the investment is assessed and written down to its recoverable

amount. On disposal of such investment, the difference between disposal proceeds and the carrying amounts of

the investments are recognised in the profit or loss.

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

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 6.



National Insurance Co. Ltd

Notes to the financial statements

For the year ended 30 June 2018 76

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.4 Revenue recognition (Continued)

3.5 Foreign currencies

3.6 Property, plant and equipment

Assets transferred New acquisitions
Buildings -

Furniture and fittings -

Office equipment -

Motor vehicles -
Computer equipment -

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 property, plant and equipment are determined by comparing the proceeds with

the carrying amount and are included in the profit or loss. When revalued assets are sold, any related amount

included in the revaluation reserve is transferred to retained earnings.

All property, plant and equipment are initially stated at historical cost/deemed cost less depreciation. Historical

cost includes expenditure that is directly attributable to the acquisition of the assets.

Subsequent costs are included in the carrying amount of the assets 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.

Increases in the carrying amount arising on revaluation are credited to revaluation reserve in

equity. Decreases that offset previous increases of the same asset are charged against revaluation reserve

directly in equity; all other decreases are charged to profit or loss.

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

reporting date.

Depreciation is calculated on the straight line method to write off the cost or revalued amounts of each asset to

their residual values over their estimated useful life as follows:

2% 2%

25% 12.5%

25% 12.5%

50%
33.3% 20%

20%

Items included in the financial statements are measured using Mauritian Rupee (MUR), the currency of the

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 the statement of 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.

Investment and other income comprises mainly of dividend, interest and rent receivable for the year. Dividend is

accounted for when the shareholder's right to receive payments is established. Interest income is recognised

using the effective interest method.

Fees and commissions are accounted on an accrual basis unless collectability is doubtful.

Functional and presentation currency

Rental income from properties is recognised as investment income on a straight-line basis over the term of the

lease.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.7 Financial assets

Financial assets carried at fair value through profit or loss are initially recognised at fair value and transaction

costs are expensed. Subsequently these financial assets are measured at fair values.

Dividends from such investments are recognised in or loss as long as they represent a return on

investment.

Held-to-maturity investments

Debt securities with fixed or determinable payments and fixed maturity dates that the Company has the positive

intent and ability to hold to maturity are classified as held-to-maturity investments. Held-to-maturity

investments are carried at amortised cost using the effective interest method less any impairment.

The Company has not designated any debt investment as measured at fair value through or loss to

Regular acquisitions and disposals of assets are recognised on the trade-date, the date on which the

Company commits to purchase or sell the asset. Financial assets are derecognised when the rights to receive

cash from the investments have expired or have been transferred and the Company has transferred

substantially all risks and rewards of ownership.

Investments are recognised and derecognised on trade date where the purchase or sale of an investment is

under a contract whose terms require delivery of the investment within the timeframe established by the market

concerned, and are initially measured at fair value.

Financial assets are classified into the following specified categories: investments, financial

assets at value through profit or loss" and and The classification depends on the nature

and purpose of the financial assets and is determined at the time of initial recognition.

Except where stated separately, the carrying amounts of the financial assets approximate their fair

values.

The effective interest method is a method of calculating the amortised cost of a financial asset and of allocating

interest income over the relevant period. The effective interest rate is the rate that exactly discounts estimated

future cash receipts (including all fees on points paid or received that form an integral part of the effective

interest rate, transaction costs and other premiums or discounts) through the expected life of the financial asset,

or, where appropriate, a shorter period, to the net carrying amount on initial recognition. Income is recognised

on an effective interest basis for debt instruments.

Financial assets are classified in this category if acquired principally for the purpose of selling in the short term or

if so designated by the Company. Assets in this category are classified as current assets if they are either held for

trading or are expected to be realised within twelve months to the end of the reporting period. 

Effective interest method

Financial assets at fair value through profit or loss
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.7 Financial assets (continued)

Derecognition of financial assets

The Company derecognises a financial asset only when the contractual rights to the cash flows from the asset

expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset

to another entity. If the Company neither transfers nor retains substantially all the risks and rewards of ownership

and continues to control the transferred asset, the Company recognises its retained interest in the asset and an

associated liability for amounts it may have to pay. If the Company retains substantially all the risks and rewards

of ownership of a transferred financial asset, the Company continues to recognise the financial asset and also

recognises a collateralised borrowing for the proceeds received.

Interest income is recognised by applying the effective interest rate.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not

quoted in an active market. They arise when the Company provides money or services directly to a debtor with

no intention of trading the receivable. They are recognised initially a fair value plus any directly attributable

transaction costs. Subsequently to initial recognition, loans and receivables are measured at amortised costs

using the effective interest method, less any impairment. They are included in current assets when maturity is

within twelve months after the end of the reporting period or non-current assets for maturities greater than

twelve months.

Insurance and other receivables

Insurance and other receivables are recognised initially at fair value and subsequently measured at amortised

cost using the effective interest method, less provision for impairment.

A provision for impairment of insurance and other receivables is established when there is objective evidence

that the Company will not be able to collect all amounts due according to the original terms of receivables. The

amount of the provision is the difference between the carrying amount and the present value of

estimated future cash flows, discounted at the effective interest rate. The amount of provision is recognised in

the profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.8 Financial liabilities and equity instruments

(a) Classification as debt or equity

(b) Equity instruments

(c) Financial liabilities

(d) Derecognition of financial liabilities

3.9 Offsetting of financial instruments

The Company derecognises financial liabilities when, and only when, the obligations are discharged,

cancelled or they expire.

Financial assets and liabilities are offset and the net amount is reported in the statement of position if,

and only if, there is a current enforceable legal right to offset the recognised amounts and there is an intention to

settle on a net basis, or to realise the assets and settle the liabilities simultaneously. Income and expenses will not

be offset in the or loss unless required or permitted by any accounting standard or interpretation, as

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the

substance of the contractual arrangement.

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting

all of its liabilities. Equity instruments issued by the Company are recorded at the proceeds received, net of direct

issue costs.

Financial liabilities, including borrowings and trade and other payables, are initially measured at fair value, net of

transaction costs. Subsequently they are measured at amortised cost using the effective interest method, with

interest expense recognised on an effective yield basis.

The effective interest method is a method of calculating the amortised cost of a financial liability and of

allocating interest expense over the relevant period. The effective interest rate is the rate that exactly discounts

estimated future cash payments through the expected life of the financial liability, or, where appropriate, a

shorter period, to the net carrying amount on initial recognition.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.10 Taxation

(a) Current tax

(b) Deferred tax

Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the period. Taxable profit differs from profit as reported in

profit or loss because it excludes items of income or expense that are taxable or deductible in other years but it

further excludes items that are never taxable or deductible. The liability for current tax is calculated

using tax rates that have been enacted or substantively enacted at the reporting date.

Deferred taxation is provided in full using the liability method. Deferred tax liabilities are recognised on all

temporary differences arising between the tax bases of assets and liabilities and their carrying values for financial

reporting purposes.

Deferred income tax is determined using tax rates that have been enacted or substantively enacted at the end of

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.

The principal temporary difference arises from depreciation on property, plant and equipment, retirement

benefit assets/obligations, revaluation reserve, fair value gains/losses on investment properties.

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 tax assets are recognised for all deductible temporary differences to the extent that it is possible that

taxable profit will be available against which the deductible temporary differences can be utilized.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.11 Cash and cash equivalents

3.12 Retirement benefit obligations

Contributions to the National Pension Scheme are expensed to the profit or loss in the period in which they fall

due.

Cash and cash equivalents comprise of cash at bank and in hand, bank overdraft and short terms deposits.

Cash equivalents are short term, highly liquid investments that are readily convertible to known amount of

cash and which are subject to an insignificant risk of change in value. Bank overdrafts are shown in current

liabilities in the statement of financial position.

(i) Defined Contribution Plan  

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.

(ii) Defined Benefit Plan

A defined benefit plan is a pension plan that is not a defined contribution plan. Typically defined benefit plans

define an amount of pension benefit that an employee will receive on retirement, usually dependent on one or

more factors such as age, years of service and compensation.

The liability recognised in the statement of financial position in respect of defined benefit pension plans is the

present value of the defined benefit obligation at the end of the reporting period less the fair value of plan

assets. The defined benefit obligation is calculated annually by independent actuaries using the projected unit

credit method.

Remeasurement of the net defined benefit liability, which comprise actuarial gains and losses arising from

experience adjustments and changes in actuarial assumptions, the return on plan assets (excluding interest)

and the effect of the asset ceiling (if any, excluding interest), is recognised immediately in other

comprehensive income in the period in which they occur. Remeasurements recognised in other

comprehensive income shall not be reclassified to profit or loss in subsequent period.

The Company determines the net interest expense/(income) on the net defined benefit liability/(asset) for the

period by applying the discount rate used to measure the defined benefit obligation at the beginning of the

annual period to the net defined benefit liability/(asset), taking into account any changes in the net defined

liability/(asset) during the period as a result of contributions and benefit payments. Net interest

expense/(income) is recognised in profit or loss.

Service costs comprising current service cost, past service cost, as well as gains and losses on curtailments and

settlements are recognised immediately in profit or loss.

(iii) State plan

The Company does not operate a defined benefit plan but is exposed to retirement benefit obligations that are

defined benefit in nature. These obligations relate to the potential top-ups to the transfer values for ex-

members of the ex-BAI Group Pension Fund and the retirement gratuities as per the Employment Rights Act

2008.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.13 Provisions

3.14 Impairment of financial assets

-

-

-

For financial assets carried at amortised cost, the amount of the impairment is the difference between the

asset's carrying amount and the present value of estimated future cash flows, discounted at the financial asset's

original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with

the exception of insurance receivables where the carrying amount is reduced through the use of an allowance

account. When an insurance receivable is considered uncollectible, it is written off against the allowance

account. Subsequent recoveries of amounts previously written off are credited against the allowance account.

Changes in the carrying amount of the allowance account are recognised in profit or loss.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related

objectively to an event occurring after the impairment was recognised, the previously recognised impairment

loss is reversed through profit or loss to the extent that the carrying amount of the investment at the date the

impairment is reversed does not exceed what the amortised cost would have been, had the impairment not

been recognised.

For certain categories of financial assets, such as insurance receivables, assets that are assessed not to be

impaired individually are subsequently assessed for impairment on a collective basis. Objective evidence of

impairment for a portfolio of receivables could include the Company's past experience of collecting payments,

as well as observable changes in national or local economic conditions that correlate with default on

receivables.

Provisions are recognised when the Company has a present obligation as a result of a past event, and it is

probable that the Company will be required to settle the obligation and a reliable estimate can be made of the

amount of the obligation. Provisions are measured at the best estimate of the expenditure required

to settle the obligation at the end of the reporting period. Provisions are reviewed at end of reporting period

and adjusted to reflect the current best estimate.

Financial assets are assessed for indicators of impairment at end of reporting period. Financial assets are

impaired where there is objective evidence that, as a result of one or more events that occurred after the initial

recognition of the financial asset, the estimated future cash flows of the investment have been impacted.

For all financial assets objective evidence of impairment could include:

	Becoming probable that the borrower will enter bankruptcy or financial re-organisation.


	Significant financial difficulty of the issuer or counter party; or


Default or delinquency in interest or principal payments; or
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.15 Leasing

-

3.16 Investment properties

3.17

Computer software

Derecognition of intangible assets

The Company as lessee

The Company as lessor

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease.

Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount

of the lease asset and recognised on a straight-line basis over the lease term.

Properties held to earn rentals and/or for capital appreciation and not occupied by the Company are stated at

their fair values at the end of the reporting period, representing Income Capitalisation, Depreciated

Replacement Cost and Sales Comparison approaches determined by independent valuers. Gains or losses

arising from changes in the fair values of investment properties are included in profit or loss for the year in

which they arise. 

Computer software that is not considered to form an integral part of any hardware equipment is recorded as

intangible assets.

Operating lease payments are recognised as an expense on a straight-line basis over the lease term.

Operating lease

The residual values and useful lives of the assets are reviewed, and adjusted prospectively if appropriate, at the

end of each reporting date.

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written down

immediately to its recoverable amount.

An intangible asset is derecognised on disposal, or when no future economic benefits are expected from use

or disposal. Gains or losses arising from derecognition of an intangible asset, measured as the difference

between the net disposal proceeds and the carrying amount of the asset, are recognised in profit or loss when

the asset is derecognised.

Amortisation is calculated on the straight line method to write off the cost or revalued amounts of each asset

to their residual values over their estimated useful life as follows:

Assets transferred New acquisitions

33.33% 20%
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.18 Insurance contracts

Insurance contracts issued by the Company are classified into the following main categories:

(i) Long-term insurance contracts without fixed terms and with Discretionary Participating Feature (DPF)

(ii) Long-term insurance contracts with fixed and guaranteed terms

(iii) Unit-Linked

Insurance contracts are those contracts that transfer significant insurance risk at the inception of the contract.

Insurance contracts are derecognised when all rights and obligations are extinguished or expired. Contracts that

do not transfer significant insurance risk are investment contracts. The Company considers that all its long term

products are a mix of insurance and investment contracts.

A unit-linked insurance contract includes an embedded derivative linking payments on the contract to units of

investment (unitised) funds set up by the Company with consideration received from contract holders. This

embedded derivative meets the definition of an insurance contract and is therefore not accounted for separately

from the host insurance contract. The liability for such contracts is adjusted for all changes in the fair value of the

underlying assets.

Insurance risk is transferred when the Company agrees to compensate a policyholder if a specified uncertain

event adversely affects the policyholder.

This type of contracts entitles the contract holders to a minimum guaranteed amount. The DPF component

gives the contract holders contractual rights to bonuses in addition to the minimum guaranteed amounts. A

bonus is declared when the actual return on backing assets is higher than the expected return at inception of

the contract. The amount and timing of the settlement of the DPF element is however at the discretion of the

Company. The bonus is derived from the DPF eligible surplus available arising mainly from upon revaluation of

backing assets.

The Company has legal obligation to eventually pay to contract holders at least 90% of the DPF eligible surplus.

Any portion of the DPF eligible surplus that is not declared as a bonus rate and not credited to individual

contract holders accounts is retained as a liability for the benefit of all contract holders until declared and

credited to them individually in future periods. Equity share of the DPF eligible surplus, equal to 10%, is

transferred from the Life Assurance Fund to the fund on an annual basis. Other profits are released

based on the expected experience and actuarial report.

These contracts insure events with human life (for example death or survival) over a long duration. A liability for

contractual benefits that are expected to be incurred in the future is recorded when the premiums are

recognised. The liability is based on assumptions such as mortality, persistency, maintenance expenses and

investment income that are established at the time the contract is issued. A margin for adverse deviations is

included in the assumptions.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.19 Reinsurance contracts

3.20 Liability and related assets under liability adequacy test

3.21 Dividend distribution

3.22 Related parties  

3.23 Acquisition costs

Contracts entered into by the Company with reinsurers under which it is compensated for losses are classified

as reinsurance contracts held. The benefits to which the Company is entitled under its reinsurance contracts

held are recognised as reinsurance assets. Reinsurance liabilities are primarily premiums payable for

reinsurance contracts and are recognised in the profit or loss when due.

Insurance contracts are tested for adequacy by discounting current estimates of all contractual cash flows and

comparing this amount to the carrying amount of the liability and any related assets. Where a shortfall is

identified, an additional provision is made and the Company recognises the deficiency in profit or loss for the

year.

Dividend distribution to the Company's shareholder is recognised as a liability in the Company's financial

statements in the period in which the dividends are declared.

Parties are considered to be related if one party has control, joint control or exercises significant influence over

the other party or is a member of the key management personnel of the other party.

Acquisition costs consist of payments made to sales persons, agents, brokers and any other expenses incurred

for selling insurance policies. These costs are recognised in the profit or loss in the period in which they are

incurred.

The reinsurance assets arise from Surplus treaty arrangements. Reinsurance assets

are assessed for impairment on a regular basis. If ever there is objective evidence that the assets are impaired,

the carrying amounts are reduced to the recoverable amounts and impairments recognised in the Life

Assurance Fund.
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4. INSURANCE RISKS

Insurance contracts

(i) Concentration, frequency and severity of claims

(ii) Concentration of insurance risk

Benefits assured per life assured at the end of 2018

MUR % MUR %

 0-200 5,750,071,354     17% 5,834,966,318    22%

 200-400 10,063,978,025   29% 9,991,404,013    38%

 400-800 7,613,981,286     22% 9,286,455,407    35%

 800-1000 2,546,949,643     7% 680,361,199       2%

 More than 1000 8,580,454,167     25% 724,942,711       3%

Total 34,555,434,475   100% 26,518,129,648  100%

For contracts with DPF, the participating nature of these contracts results in a significant portion of the

insurance risk being shared with the insured party.

The Company manages these risks through its underwriting strategy and reinsurance arrangements. The

underwriting strategy is intended to ensure that the risks underwritten are well diversified in terms of type

of risk and the level of insured benefits. For example, the Company balances death risk and survival risk

across its portfolio. Medical selection is also included in the underwriting procedures with

premiums varied to reflect the health condition and family medical history of the applicants. The Company

has defined group-wide retention limit on any single life insured and reinsures the excess of the insured

benefit over its retention limit. The Company does not have any reinsurance cover for contracts that insure

survival risk.

The table below presents the concentration of insured benefits across bands of insured benefits per

individual life assured.

The risk under any one insurance contract is the possibility that the insured event occurs and the uncertainty of

the amount of the resulting claim. By the very nature of an insurance contract, this risk is random and therefore 

unpredictable.

The Company has developed its insurance underwriting strategy to diversify the type of insurance risks

accepted and within each of these categories to achieve a sufficiently large population of risks to reduce the

variability of the expected outcome.

For a portfolio of insurance contracts where the theory of probability is applied to pricing and provisioning, the

principal risk that the Company faces under its insurance contracts is that the actual claims and benefit

payments exceed the carrying amount of the insurance liabilities.

For contracts where death is the insured risk, the most significant factors that could increase the overall

frequency of claims are epidemics or wide spread changes in lifestyle, such as eating, smoking and

exercise habits, resulting in earlier or more claims than expected. For contracts where survival is the

insured risk, the most significant factor is continued improvement in medical science and social conditions

that would increase longevity. Insurance risk is therefore subject to contract behaviours and the

impact of contract behaviours have been factored into the assumptions used to measure

insurance liabilities.

For contracts with fixed and guaranteed benefits and fixed future premiums, there are no mitigating items

and conditions that reduce the insurance risk accepted.

Total benefits insured

Before reinsurance After reinsurance
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4. INSURANCE RISKS (CONTINUED)

(ii) Concentration of insurance risk (continued)

Benefits assured per life assured at the end of 2017

MUR % MUR %

 0-200 5,827,876,270     17% 5,953,319,474    23%

 200-400 9,975,289,431     30% 10,191,877,581  40%

 400-800 7,360,706,229     22% 8,451,065,304    33%

 800-1000 2,345,695,036     7% 477,658,118       2%

 More than 1000 8,263,619,428     24% 569,739,355       2%

Total 33,773,186,394   100% 25,643,659,832  100%

(iii) Sources of uncertainty in the estimation of future payments and premium receipts

Sensitivity analysis

2018

Basic

liability

Total life

fund

Change in

basic liability

Impact on

profit or loss

MUR MUR MUR MUR

7,239,332,449     7,239,332,449    -                     -                     

7,283,703,714     7,283,703,714    44,371,264         44,371,264         

7,223,488,566     7,223,488,566    (15,843,884)       (15,843,884)       

7,870,576,644     7,870,576,644    631,244,194       631,244,194       

7,284,225,188     7,284,225,188    44,892,738         44,892,738         

7,363,189,321     7,363,189,321    123,856,870       123,856,870       

The Company manages long-term insurance risks through its underwriting strategy and reinsurance

arrangements. The Company ensures that risks underwritten are well diversified in terms of type of risk and

the level of insured benefits. Medical selection is included in the underwriting procedures, with

premiums varied to reflect the health condition and family medical history of the applicant. Insurance risks

may also be affected by the contract behaviour who may decide to amend terms or terminate the

contract or exercise a guaranteed annuity option.

The Company has a predetermined retention limit on any single life insured and the Company reinsures

the excess of the insured benefit above the retention limit.

The following table presents the sensitivity of the value of insurance liabilities disclosed to movements in

assumptions used in the estimation of insurance liabilities and indicates the level of the respective

variables that will trigger an adjustment and the liability adjustment required as a result of a further

deterioration of the variable.

Uncertainty in the estimation of future benefit payments and premium receipts for long-term insurance

contracts arises from the unpredictability of long-term changes in overall levels of mortality and the

The Company uses appropriate base tables of standard mortality according to the type of contract being

written and statistical data are used to adjust the crude mortality rates to produce a best estimate of

expected mortality for the future. When data is not sufficient to be statistically credible, the best estimate of

Total benefits insured

Before reinsurance After reinsurance

Future maintenance expense 

10% higher

Base run

Future mortality 10% worse

Future lapses 10% higher

Future investment returns 1% 

lower
Future inflation 1% higher
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4. INSURANCE RISKS (CONTINUED)

(iii) Sources of uncertainty in the estimation of future payments and premium receipts (Continued)

Sensitivity analysis (Continued)

2017
Basic

liability

Total life

fund

Change in

basic liability

Impact on

profit or loss

MUR MUR MUR MUR

7,061,220,567   7,061,220,567   -                     -                     

7,107,151,005   7,107,151,005   45,930,438        45,930,438        

7,039,161,480   7,039,161,480   (22,059,087)       (22,059,087)       

7,681,287,584   7,681,287,584   620,067,017      620,067,017      

7,099,643,658   7,099,643,658   38,423,091        38,423,091        

7,185,456,206   7,185,456,206   124,235,638      124,235,638      

(iv) Claims development

2018

2015 2016 2017 2018

MUR MUR MUR MUR

Outstanding claims 79,249,170        137,424,144      162,036,013      163,991,839      

2017

2015 2016 2017

MUR MUR MUR

Outstanding claims 79,249,170        137,424,144      162,036,013      

Financial liabilities 2018 2017

Long-term insurance contracts MUR MUR

No stated Maturity 737,021,239      809,603,384      

0 - 1 yr 163,464,933      146,963,396      

1 - 2 yrs 235,736,046      183,409,961      

2 - 3 yrs 261,907,787      223,747,612      

> 3 yrs 5,841,202,444   5,697,496,214   

7,239,332,449   7,061,220,567   

The table below illustrates the outstanding claims at the end of the previous years.

Base run

Future mortality 10% worse

Future lapses 10% higher

Future investment returns 1% 

Future inflation 1% higher

Future maintenance expense 10%

higher
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5. FINANCIAL RISKS

5.1 Market risk

5.1.1 Foreign currency risk

2018 2017

Financial assets MUR MUR

MUR 787,076,864           619,942,743           

USD 267,461,099           225,078,471           

GBP 45,252,648             45,506,133             

EUR 1                             1                             

ZAR 3,909,259               1,284,617               

KES 51,442,459             47,392,982             

TOTAL 1,155,142,330        939,204,947           

Prepayments amounting to MUR 7,519,322 (2017: MUR 8,082,207) have been excluded from financial assets.

2018 2017

Financial liabilities MUR MUR

MUR 7,916,930,135        7,758,712,240        

USD 161,246                  -                          

TOTAL 7,917,091,381        7,758,712,240        

Accruals amounting to MUR 35,279,749 (2017: MUR 36,726,621) have been excluded from financial liabilities.

Foreign exchange risk is the risk that the fair value or future cash flows of a monetary financial instrument will

fluctuate because of changes in foreign exchange rates. Most of the Company's financial instruments are

denominated in its functional currency. The Company's financial instruments which are exposed to currency

risk consist mainly of financial assets at fair value through profit or loss, reinsurance receivables and payables.

The Company monitors its currency position on a regular basis. The carrying amounts of the Company's

financial assets and liabilities at the reporting date are as follows:

Consequently, the Company is exposed to risks that the exchange rate relative to these currencies may change

in a manner which has an effect on the reported value of that portion of the assets and liabilities

which are denominated in currencies other than the Mauritian Rupee.

The Company is exposed to financial risks through its financial assets, financial liabilities, reinsurance assets and

insurance liabilities. In particular, the key financial risk is that proceeds from financial assets are not sufficient to

fund the obligations arising from insurance contracts.

The main risks to which the Company is exposed are as follows:

Market risk is the risk of adverse financial impact due to changes in fair values or future cash flows of financial

instruments from fluctuation in foreign currency exchange rates, interest rates and equity prices.
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5. FINANCIAL RISKS (CONTINUED)

5.1 Market risk (Continued)

5.1.1 Foreign currency risk (Continued)

Sensitivity analysis

 Impact on 

profit or loss 

and equity 

 Impact on 

profit or loss 

and equity 

2018 2017

MUR MUR

USD 13,364,993           11,253,924         

GBP 2,262,632             2,275,307           

ZAR 195,463                64,231                

KES 2,572,123             2,369,649           

5.1.2 Interest rate risk

2018 2017

Financial assets MUR MUR

Mortgage and other loans 213,219,771         205,920,692       

Interest bearing bank accounts 163,268,102         120,232,264       

376,487,873         326,152,956       

2018 2017

Change of 5% in interest rate MUR MUR

Impact on results 18,824,394           16,307,648         

The following table details the Company's sensitivity to a change of 5% of the Mauritian Rupee against foreign

currencies.

The movement in the interest rate sensitivity is due to fluctuations in interest rates on mortgage and other

loans and interest bearing bank accounts at year end.

The interest rate profile was:

The Company is exposed to interest rate fluctuations on the domestic market. The Company monitors interest

rate trends and related impact on investment income for performance evaluation and better management.

Interest rate risk is the risk that the fair value of instruments or the future cash related to

instruments will change due to a change in interest rates. The risk is also that there will be insufficient

funds to settle the guaranteed payable especially under long term life insurance contracts.

Fluctuations in interest rates impact on returns on instruments. This is closely monitored by the

The interest rate risk arises on loan and receivables at amortised cost and interest bearing bank accounts.

The following table details the sensitivity to a 5% increase/decrease of the rate of interest of financial assets:
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5. FINANCIAL RISKS (CONTINUED)

5.1 Market risk (Continued)

5.1.3 Equity price risk

+10% -10% +10% -10%

MUR MUR MUR MUR

      39,975,903      (39,975,903)       35,362,324      (35,362,324)

5.2 Liquidity risk

Maturities of financial assets and liabilities:

At 30 June 2018 < 1 year 1 to 5 years > 5 years

No maturity 

dates Total

Financial assets MUR MUR MUR MUR MUR

Investments in financial assets -                   -                   -                   399,759,032    399,759,032    

Mortgage and other loans 6,938,610        50,800,092      151,266,725    4,214,344        213,219,771    

Reinsurance assets 928,385           -                   -                   -                   928,385           

Reinsurance receivables 3,909,259        -                   -                   -                   3,909,259        

Insurance receivables 18,913,031      -                   -                   -                   18,913,031      

Other receivables 169,204,363    -                   -                   -                   169,204,363    

Short term deposits 122,491,080    -                   -                   -                   122,491,080    

Cash in hand and at bank 226,717,409    -                   -                   -                   226,717,409    

TOTAL 549,102,137    50,800,092      151,266,725    403,973,376    1,155,142,330 

Prepayments amounting to MUR 7,519,322 have been excluded from financial assets.

The Company is subject to price risk due to changes in the market values of its equity securities portfolio. This

risk is moderated, inter alia, through a careful selection of securities, investment diversification and by having

investment limits. In addition, local insurance regulations set out investment concentration as part of an overall

prudent portfolio investment policy.

Sensitivity

The impact on the profit or loss and equity had the equity market values changed by 10% with

other assumptions left unchanged would have been as follows:

2018 2017

The liquidity position is monitored on a regular basis. The Company manages liquidity risk by

maintaining adequate reserves and banking facilities by monitoring forecast and actual cash flows and

matching profiles of financial assets.

The table below summarises the maturity profile of the financial assets and financial liabilities

based on contractual undiscounted payments:

Impact on profit or loss and 

equity

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 assets.

The Company is exposed to daily payments of claims and benefits to clients and to repayment of financial

liabilities.

Impact on profit or loss and 

equity

Financial assets at fair value through profit or

loss (FVTPL)
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5. FINANCIAL RISKS (CONTINUED)

5.2 Liquidity risk (Continued)

At 30 June 2018 < 1 year 1 to 5 years > 5 years

No maturity 

dates Total

Financial liabilities MUR MUR MUR MUR MUR

Long term insurance funds -                   -                   -                   7,239,332,449   7,239,332,449   

Trade and other payables 158,767,093    -                   -                   -                     158,767,093      

Provisions for encumbrances -                   355,000,000    -                   -                     355,000,000      

Outstanding claims 55,213,100      85,288,842      23,489,897      -                     163,991,839      

TOTAL 213,980,193    440,288,842    23,489,897      7,239,332,449   7,917,091,381   

Accruals amounting to MUR 35,279,749 have been excluded from financial liabilities.

At 30 June 2017 < 1 year 1 to 5 years > 5 years

No maturity 

dates Total

MUR MUR MUR MUR MUR

Financial assets

Investments in financial assets -                   -                   -                   353,623,240      353,623,240      

Mortgage and other loans 5,349,211        42,073,218      153,769,910    4,728,353          205,920,692      

Reinsurance assets 736,854           -                   -                   -                     736,854             

Reinsurance receivables 1,284,617        -                   -                   -                     1,284,617          

Insurance receivables 18,561,283      -                   -                   -                     18,561,283        

Other receivables 187,747,180    -                   -                   -                     187,747,180      

Short term deposits 21,836,000      -                   -                   -                     21,836,000        

Cash at bank 149,495,081    -                   -                   -                     149,495,081      

TOTAL 385,010,226    42,073,218      153,769,910    358,351,593      939,204,947      

Prepayments amounting to MUR 8,082,207 have been excluded from financial assets.

At 30 June 2017 < 1 year 1 to 5 years > 5 years

No maturity 

dates Total

MUR MUR MUR MUR MUR

Financial liabilities

Long term insurance funds -                   -                   -                   7,061,220,567   7,061,220,567   

Trade and other payables 180,455,660    -                   -                   -                     180,455,660      

Provisions for encumbrances 355,000,000    -                   -                   -                     355,000,000      

Outstanding claims 60,687,685      19,925,657      61,305,588      20,117,083        162,036,013      

TOTAL 596,143,345    19,925,657      61,305,588      7,081,337,650   7,758,712,240   

Accruals amounting to MUR 36,726,621  have been excluded from financial liabilities.
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5. FINANCIAL RISKS (CONTINUED)

5.3 Credit risk

2018 2017

Financial assets MUR MUR

Investments in financial assets 399,759,032         353,623,240         

Mortgage and other loans 213,219,771         205,920,692         

Reinsurance assets 928,385                736,854                

Reinsurance receivables 3,909,259             1,284,617             

Insurance receivables 18,913,031           18,561,283           

Other receivables 169,204,363         187,747,180         

Short term deposits 122,491,080         21,836,000           

Cash in hand and at bank 226,717,409         149,495,081         

1,155,142,330      939,204,947         

Credit risk is a risk that a counterparty will be unable to pay an amount in full when fall due. The

credit risk is primarily attributable to its investments in financial assets, mortgage and other loans, reinsurance

assets, insurance and other receivables and cash and cash equivalents. The amounts presented in the

statement of position are net of allowances for doubtful receivables based on prior experience and

the current economic environment. The underwriting department assesses the creditworthiness of potential

policy holders before issuing any new business.

Mortgage and other loans are financial assets resulting from commitment of the borrower to repay the

amount borrowed on a specific date or dates, or on demand usually with interest. IAS 39 prescribes that an

asset is impaired and impairment losses are incurred if, and only if, there is objective evidence of impairment

as a result of event that occurred after the initial recognition of the asset and that loss event has impacted on

the estimated future cash flows of the asset. In the recovery process, objective evidence of impairment is

recognised at the stage of seizure and sale where the borrower is assumed to have significant financial

difficulty to settle his debts.

The carrying amount of mortgage loans recorded in the financial statements, which is net of impairment

losses, represents the Company's maximum exposure to credit risk without taking account of the value of any

collateral obtained.

Since there is objective evidence of impairment at the seizure and sale stages, the amount of the loss is

measured as the difference between the carrying amount and the present value of estimated future

cash flows discounted at the financial original effective interest rate. The carrying amount of the asset is

reduced through an allowance account and the amount of the loss is recognised in profit or loss. The table

Prepayments amounting to MUR 7,519,322 (2017: MUR 8,082,207) have been excluded from financial assets.
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5. FINANCIAL RISKS (CONTINUED)

5.4 Reinsurers' default

5.5 Capital risk management

-

(a)

(b)

-

-

As per the Insurance Act 2005, the Company is required to maintain a minimum surplus of assets over liabilities

being the Minimum Capital Requirement (MCR). The MCR needs to be covered by the surplus in the Life Funds

that is attributable to shareholders plus shareholder assets in the Company. The Company did not have sufficient 

surplus assets to cover the MCR as at the reporting date. A Letter of Guarantee of up to MUR 6bn was provided

by the Ultimate Shareholder, the Government of Mauritius, to back the business and support its going concern.

A Restructuring Plan was alongside required for implementation to transform the business challenges and for

the long term sustainability of the company. The Ultimate Shareholder has agreed to increase the share capital

of the Company by MUR 5.7bn post the reporting date. A significant part of the gaps in assets and MCR were

addressed through capital injection by the Ultimate Shareholder prior to the signature of the audited financial

statements in December 2020 (MUR 4bn injected in November 2020 and the remaining MUR 1.7bn is expected

to be injected in 2021). A Contingency Plan has been put in place in line with the requirements of the Insurance

Act 2005.

the higher of an amount of MUR 25m or an amount representing 13 weeks' operating expenses.

to safeguard the Company's ability to continue as a going concern so that it can continue to provide returns

for shareholders and benefits for other stakeholders; and

to provide an adequate return to shareholders by pricing insurance contracts and other services

commensurately with the level of risk.

The Company is exposed to the possibility of default by its reinsurers for their share of insurance liabilities and

refunds in respect of claims already paid. The Company monitors the financial strength of its reinsurers.

The main objectives of the Company when managing capital are:

to maintain at all times the Minimum Capital Requirement as required by the Insurance (Long-Term

Insurance Business Solvency) Rules 2007, i.e. as determined by the Company's actuary at the higher of:

a stress test requirement determined in accordance with guidelines issued by the Commission or
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5. FINANCIAL RISKS (CONTINUED)

5.6 Categories of financial instruments

2018 2017

Financial assets MUR MUR

Investments in financial assets 399,759,032           353,623,240           

Mortgage and other loans 213,219,771           205,920,692           

Reinsurance assets 928,385                  736,854                  

Reinsurance receivables 3,909,259               1,284,617               

Insurance receivables 18,913,031             18,561,283             

Other receivables 169,204,363           187,747,180           

Short term deposits 122,491,080           21,836,000             

Cash in hand and at bank 226,717,409           149,495,081           

1,155,142,330        939,204,947           

Prepayments amounting to MUR 7,519,322 (2017: MUR 8,082,207) have been excluded from financial assets.

2018 2017

Financial liabilities MUR MUR

Long term insurance funds 7,239,332,449        7,061,220,567        

Trade and other payables 158,767,093           180,455,660           

Provisions for encumbrances 355,000,000           355,000,000           

Outstanding claims 163,991,839           162,036,013           

7,917,091,381        7,758,712,240        

Accruals amounting to MUR 35,279,749 (2017: MUR 36,726,621) have been excluded from financial liabilities.
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5. FINANCIAL RISKS (CONTINUED)

5.7 Fair value measurement recognised in the statement of financial position

-

-

-

Level 1 Level 2 Level 3 Total

MUR MUR MUR MUR

Investments in financial assets (note 12) 125,463,031   272,195,995   2,100,006       399,759,032   

Level 1 Level 2 Level 3 Total

MUR MUR MUR MUR

Investments in financial assets (note 12) 115,560,809   235,962,425   2,100,006       353,623,240   

5.8 Reconciliation of level 3 fair value measurements of financial assets

Unquoted equities 2018 2017

MUR MUR

At 01 July 2,100,001       2,100,001       

Fair value changes -                  -                  

At 30 June 2,100,001       2,100,001       

Debt instruments

At 01 July 5                     5                     

Fair value changes -                  -                  

At 30 June (note 12) 5                     5                     

The table above only includes financial assets.

There was no transfer between level 1 and 2.

2017

2018

The following table provides an analysis of investment in financial assets that are measured subsequent to

initial recognition at fair value, grouped into levels 1 to 3 based on the degree to which the fair value is

observable.

Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for

identical assets or liabilities.

Level 2 fair value measurements are those derived from inputs other than quoted prices included within

Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived

from prices).

Level 3 fair value measurements are those derived from valuation techniques that include inputs for the

asset or liability that are not based on observable market data (unobservable inputs).
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6.

Critical accounting estimates and assumptions

6.1 Insurance contracts

Long-term insurance funds

For long-term insurance contracts with fixed and guaranteed terms and with DPF, estimates of future deaths,

voluntary terminations, investment returns and administration expenses are made at each valuation date and

form the assumptions used for calculating the liabilities. A margin for risk and uncertainty is added to these

assumptions. Assumptions are reconsidered each year based on the most recent operating experience and

estimate of future experience and are used to recalculate the liabilities.

CRITICAL ACCOUNTING ESTIMATES, JUDGEMENTS AND ASSUMPTIONS IN APPLYING ACCOUNTING 

ESTIMATES

Estimates, judgements and assumptions 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.

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.

The uncertainty inherent in the financial statements of the Company arises in respect of insurance liabilities,

which include liabilities for long term insurance funds and outstanding claims. In addition to the inherent

uncertainty when estimating liabilities, there is also uncertainty as regards to the eventual outcome of claims. As

a result, the Company applies estimation techniques to determine the appropriate provisions.

Estimates of future benefit payments under long-term insurance contracts are provided for based on estimates

made by the Company's Actuary. Estimates are made as to the expected number of deaths for each of the years

in which the Company is exposed to risk. Estimates are based on standard industry mortality tables that reflect

recent historical mortality experience, adjusted where appropriate, to reflect the country's and Company's own

experience.
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6.

Sensitivity analysis

Liability Difference Liability Difference

Variables MUR % MUR %

Actual reserve 7,239,332,449   0.0% 7,061,220,567   0.0%

Interest rate less 1% 7,870,576,644   8.7% 7,681,287,584   8.8%

Mortality plus 10% 7,283,703,714   0.6% 7,107,151,005   0.7%

Lapse plus 10% 7,223,488,566   -0.2% 7,039,161,480   -0.3%

Expenses plus 10% 7,363,189,321   1.7% 7,185,456,206   1.8%

Inflation plus 1% 7,284,225,188   0.6% 7,099,643,658   0.5%

6.2 Reinsurance

6.3

6.4 Revaluation of investment properties

6.5 Useful lives and residual values of property, plant and equipment

Determining the carrying amounts of property, plant and equipment requires the estimation of the useful lives

and residual values of these assets which carry a degree of uncertainty. The Directors have used historical

information relating to the Company in order to best determine the useful lives and residual values of property,

plant and equipment.

The determined fair value of the investment properties is most sensitive to comparable sales market price per

square metre. The key assumptions used to determine the fair value of the investment properties, is further

explained in Note 10.

CRITICAL ACCOUNTING ESTIMATES, JUDGEMENTS AND ASSUMPTIONS IN APPLYING ACCOUNTING 

ESTIMATES (CONTINUED)

The following table presents the sensitivity of the value of insurance liabilities disclosed, to movements in

assumptions used in the estimation of insurance liabilities.

Life - GPV sensitivities test

The Company is exposed to disputes on, and defect in, contract wording and the possibility of default by its

reinsurers. The Company monitors the financial strength of its reinsurers. Allowance is made in the financial

statements for non-recoverability due to reinsurers default as required.

Where the fair value of assets and liabilities recorded in the statement of position

cannot be derived from active markets, their fair value is determined using valuation techniques including the

discounted cash model. The inputs to these models are taken from observable markets where possible, but

where this is not feasible, a degree of judgement is required in establishing fair values. The judgements include

considerations of inputs such as liquidity risk, credit risk and volatility. Changes in assumptions about these

factors could aff

The Company carries its investment properties at fair value, with changes in fair value being recognised in profit

or loss. The valuer used the Income Capitalisation, Depreciated Replacement Cost and Sales Comparison

Approaches.

2018 2017
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6.

6.6 Pension benefits

6.7 Deferred tax

6.8 Recoverable amount on mortgage and other loans and insurance and other receivables

6.9

•

•

•

•

•

•

7. SEGMENT INFORMATION

In preparing these statements, the Directors have made estimates of the recoverable amounts of

mortgage and other loans and insurance and other receivables and impaired those receivables where the

carrying amounts exceeded recoverable amounts. The estimation of recoverable amounts involves an

assessment of the condition of the debtors concerned and estimate of the timing and the extent of

The Company is, in itself, an operating segment and strategic business unit of the NIC Group. It carries out

exclusively long term insurance business.

CRITICAL ACCOUNTING ESTIMATES, JUDGEMENTS AND ASSUMPTIONS IN APPLYING ACCOUNTING 

ESTIMATES (CONTINUED)

The present value of the pension obligations depends on a number of factors that are determined on an

actuarial basis using a number of assumptions. The assumptions used in determining the net cost/(income) for

pensions include the discount rate. Any changes in these assumptions will impact the carrying amount of

pension obligations.

The Company determines the appropriate discount rate at the end of each year. This is the interest rate that

should be used to determine the present value of estimated future cash outflows expected to be required to

settle the pension obligations. In determining the appropriate discount rate, the Company considers the interest

rates of high-quality corporate bonds are denominated in the currency in which the benefits will be paid, and

that have terms to maturity approximating the terms of the related pension obligation. Other key assumptions

for pension obligations are based in part on current market conditions. Additional information is disclosed in

Note 25.

In accordance with IAS 12, the Company has not provided for any deferred tax asset on tax losses and on timing

differences since it is not expected that these will be eligible for offset against future taxable profits.

Going concern

The financial statements have been prepared on a going concern basis which assumes that the Company will

continue in business for the foreseeable future as further described under note 39 wherein the Company has

prepared a contingency plan to address the Minimum Capital Requirement by 30 June 2021.

The key estimates and assumptions of the contingency plan are as follows: 

Increase in the share capital of the Company by MUR 5.7bn subsequent to the reporting date, as disclosed

under note 43; 

Investment requirements (mix and targeted return) in line with external Actuary recommendation;

Disposal of vacant investment properties mainly unoccupied lands;

Removal of all encumbrances on investment properties;

Cost Optimisation - (Restructuring plan) including Mutually Agreed Retirement Scheme for employees

and relocation/closure of some branches; and

Launch of New/Innovative products (Unit linked, microfinance).
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8. PROPERTY, PLANT AND EQUIPMENT

 Freehold land  Furniture Office Motor Computer 

and buildings and fittings equipment vehicles equipment Total

COST OR VALUATION MUR MUR MUR MUR MUR MUR

At 01 July 2017 400,657,240       2,443,173     4,386,749     4,921,456   14,134,303   426,542,921   

Additions -                     -                1,691,229     -             182,206        1,873,435       

Revaluation 13,288,145         -                -                -             -                13,288,145     

At 30 June 2018 413,945,385       2,443,173     6,077,978     4,921,456   14,316,509   441,704,501   

ACCUMULATED DEPRECIATION

At 01 July 2017 8,407,240           2,208,203     3,374,525     2,572,883   8,969,576     25,532,427     

Charge for the year 4,338,145           49,555          352,491        564,200      4,197,569     9,501,960       

At 30 June 2018 12,745,385         2,257,758     3,727,016     3,137,083   13,167,145   35,034,387     

NET BOOK VALUE

At 30 June 2018 401,200,000       185,415        2,350,962     1,784,373   1,149,364     406,670,114   

 Freehold land  Furniture Office Motor Computer 

and buildings and fittings equipment vehicles equipment Total

COST OR VALUATION MUR MUR MUR MUR MUR MUR

At 01 July 2016 387,462,000       2,424,769     3,654,621     6,155,378   12,989,167   412,685,935   

Additions -                     18,426          732,139        2,821,000   1,145,147     4,716,712       

Disposals -                     (22)                (11)                (4,054,922) (11)                (4,054,966)      

Revaluation 13,195,240         -                -                -             -                13,195,240     

At 30 June 2017 400,657,240       2,443,173     4,386,749     4,921,456   14,134,303   426,542,921   

ACCUMULATED DEPRECIATION

At 01 July 2016 4,162,000           2,140,225     3,206,684     3,077,678   4,827,082     17,413,669     

Charge for the year 4,245,240           67,978          167,841        1,522,659   4,142,494     10,146,212     

Disposals -                     -                -                (2,027,454) -                (2,027,454)      

At 30 June 2017 8,407,240           2,208,203     3,374,525     2,572,883   8,969,576     25,532,427     

NET BOOK VALUE

At 30 June 2017 392,250,000       234,970        1,012,224     2,348,573   5,164,727     401,010,494   

2018

2017
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8. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Notes:

(i)

(ii)

(iii)

2018 2017

 Freehold land 

and buildings 

 Freehold land 

and buildings 
MUR MUR

Cost 355,375,000        355,375,000       

Accumulated depreciation (12,178,500)         (8,119,000)         

Carrying amount 343,196,500        347,256,000       

MUR MUR MUR MUR
Level 2 Level 3 Level 2 Level 3

Freehold land 175,200,000       -                     175,200,000        -                     

Buildings 226,000,000       -                     217,050,000        -                     

401,200,000       -                     392,250,000        -                     

The Company's freehold land and buildings are stated at their revalued amounts, being the fair value at the

date of revaluation less any subsequent accumulated depreciation and accumulated impairment losses.

The land and buildings were revalued in April 2019 by an independent Chartered Valuation Surveyor. The fair

value was determined based on the Income Capitalisation and Sales Comparison Approaches.

Depreciation charge amounting to MUR 9,501,960 (2017: MUR 10,146,212) was included in other operating

and administrative expenses.

The Sales Comparison Approach estimates the value of a property by comparing it to similar properties recently

sold on the open market. For the purpose of this valuation, the Sales Comparison Approach has been used for the

Land Element and the Depreciated Replacement Cost Approach has been used for the building and structures

standing thereon.

If the land and building had been stated at historical cost basis, the carrying amounts would have been as

follows:

Details of the Company's freehold land and buildings measured at fair value and information about the fair value

hierarchy as at 30 June 2018 are as follows:
2018 2017

The fair value of the freehold land and buildings was derived using the Income Capitalisation and Sales

Comparison approach of valuation.

The Income Capitalisation Approach takes a forecast net operating income and allocates these future

benefits to the mortgage and equity components, based on market rates of return and loan to value ratios.

Through a discounted cash flow and income capitalisation procedure, the value of each component is calculated.

The total of the mortgage component and the equity component equals the value of the property.
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9. INTANGIBLE ASSETS

2018

Computer 

Software

COST OR VALUATION MUR

At 01 July 2017 22,747,238                

Additions 4,684,268                  

At 30 June 2018 27,431,506                

ACCUMULATED AMORTISATION

At 01 July 2017 13,433,702                

Charge for the year 7,746,648                  

At 30 June 2018 21,180,350                

NET BOOK VALUE

At 30 June 2018 6,251,156                  

2017
Computer 
Software

COST OR VALUATION MUR

At 01 July 2016 19,751,222                

Additions 2,996,016                  

At 30 June 2017 22,747,238                

ACCUMULATED AMORTISATION

At 01 July 2016 6,589,776                  

Charge for the year 6,843,926                  

At 30 June 2017 13,433,702                

NET BOOK VALUE

At 30 June 2017 9,313,536                  

Amortisation charge amounting to MUR 7,746,648 (2017: MUR 6,843,926) was included in other operating and

administrative expenses.
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10. INVESTMENT PROPERTIES

2018 2017

Fair value MUR MUR

At 01 July 1,929,275,000       1,917,650,000       

Revaluation 11,625,000            11,625,000            

At 30 June 1,940,900,000       1,929,275,000       

MUR MUR MUR MUR

Level 2 Level 3 Level 2 Level 3

Land 288,450,000          127,900,000          281,725,000          124,500,000          

Buildings 1,432,250,000       92,300,000            1,430,750,000       92,300,000            

1,720,700,000       220,200,000          1,712,475,000       216,800,000          

The Depreciated Replacement Cost Approach estimates the value by computing the current cost of replacing

a property and subtracting any depreciation resulting from one or more of the following factors: physical

deterioration, functional obsolescence and external (or economic) obsolescence. The value of the land, as though

it were vacant and available, is then added to the depreciated value of the premises in order to produce a total

value estimate.

The fair value of the investment properties was derived using the Income Capitalisation, Depreciated

Replacement Cost and Sales Comparison approach of valuation.

The Income Capitalisation Approach takes a forecast net operating income and allocates these

future benefits to the mortgage and equity components, based on market rates of return and loan to value ratios. 

Through a discounted cash flow and income capitalisation procedure, the value of each component is calculated.

The total of the mortgage component and the equity component equals the value of the property.

The Sales Comparison Approach estimates the value of a property by comparing it to similar properties recently

sold on the open market. For the purpose of this valuation, the Sales Comparison Approach has been used for

the Land Element and the Depreciated Replacement Cost Approach has been used for the building and

structures standing thereon.

2018 2017

The fair values of the Company's investment properties as at 30 June 2018 and 2017 have been arrived at on the

basis of a valuation carried out by an independent Chartered Valuation Surveyor. The fair values were determined

based on the Income Capitalisation, Depreciated Replacement Cost and Sales Comparison Approaches.

The investment properties of the Company have generated rental income of MUR 74,776,921 for the year (2017:

MUR 47,234,932) which is included in investment income under note 33. The direct operating expenses incurred

during the year amounted to MUR 9,504,916 (2017: MUR 13,087,180).

The Company owns several portions of freehold lands and buildings which are kept for capital appreciation and

rentals.

As part of the transfer of undertaking, investment properties were transferred to the Company along with the

corresponding pledges in favour of financial and other institutions (e.g Absa Bank (Mauritius) Limited (ex-

Barclays Bank Mauritius Limited), The Mauritius Commercial Bank Limited, SBM Bank (Mauritius) Ltd, ex-Bramer

Banking Corporation, Mauritius Revenue Authority and others) for an amount of approximately MUR 2bn. The

Company has accordingly recognised a provision for encumbrances of MUR 355,000,000 during the period

ended 30 June 2016. In November 2018, the amount of MUR 355,000,000 was paid by the Ultimate Holding

Company on behalf of the Company to Absa Bank (Mauritius) Limited to clear charges of MUR 965,350,000.

Details of the Company's land and buildings measured at fair value and information about the fair value

hierarchy are as follows:
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11. INVESTMENT IN A SUBSIDIARY 2018 2017
MUR MUR

At 01 July 1                            1                          

Acquisition -                         -                       

At 30 June 1                            1                          

Details of investment:   

Name of subsidiary Principal activity Class of Shares

Country of 

incorporation 

and operation  % Holding

NIC Healthcare Ltd

Health care 

services Ordinary share Mauritius 100

12. INVESTMENTS IN FINANCIAL ASSETS 2018 2017

MUR MUR

Equity instruments

Investments in financial asset at fair value through profit or loss (FVTPL) 399,759,027          353,623,235        

Debt instruments

Held-to-maturity financial asset 5                            5                          

399,759,032          353,623,240        

Other financial assets are analysed as follows:

Non-Current

 Fair value 

through profit or 

loss 

 Held-to-

maturity Total
MUR MUR MUR

At 01 July 2017 353,623,235          5                            353,623,240        

Additions 20,736,574            -                         20,736,574          

Disposals (5,605,991)             -                         (5,605,991)           

Decrease in fair value 31,005,209            -                         31,005,209          

At 30 June 2018 399,759,027          5                            399,759,032        

Analysed as follows:

Local
Listed 74,020,573            -                         74,020,573          

Unlisted 62,118,490            5                            62,118,495          

136,139,063          5                            136,139,068        

Overseas
Listed 51,442,460            -                         51,442,460          

Unlisted 212,177,504          -                         212,177,504        

263,619,964          -                         263,619,964        

Non-Current

 Fair value 

through profit or 

loss  Held-to-maturity Total
MUR MUR MUR

At 01 July 2016 386,673,785          5                            386,673,790        

Additions 39,858,001            -                         39,858,001          

Disposals (52,940,224)           -                         (52,940,224)         

Decrease in fair value (19,968,327)           -                         (19,968,327)         

At 30 June 2017 353,623,235          5                            353,623,240        

2018

2017



National Insurance Co. Ltd

Notes to the financial statements
For the year ended 30 June 2018 105

12. INVESTMENTS IN FINANCIAL ASSETS (CONTINUED)

Analysed as follows:

 Fair value 

through profit or 

loss 

 Held-to-

maturity Total
Local MUR MUR MUR

Listed 68,167,826           -                        68,167,826         

Unlisted 62,481,666           5                           62,481,671         

130,649,492         5                           130,649,497       

Overseas
Listed 47,392,984           -                        47,392,984         

Unlisted 175,580,759         -                        175,580,759       

222,973,743         -                        222,973,743       

Fair value hierarchy

Financial assets at FVTPL Level 1 Level 2 Level 3 Total

MUR MUR MUR MUR

At 01 July 2017 115,560,809         235,962,425         2,100,001             353,623,235       

Additions -                        20,736,574           -                        20,736,574         

Disposals -                        (5,605,991)            -                        (5,605,991)         

Decrease in fair value 9,902,222             21,102,987           -                        31,005,209         

At 30 June 2018 125,463,031         272,195,995         2,100,001             399,759,027       

Financial assets at FVTPL Level 1 Level 2 Level 3 Total

MUR MUR MUR MUR

At 01 July 2016 134,835,639         249,738,145         2,100,001             386,673,785       

Additions -                        39,858,001           -                        39,858,001         

Disposals -                        (52,940,224)          -                        (52,940,224)       

Decrease in fair value (19,274,830)          (693,497)               -                        (19,968,327)       

At 30 June 2017 115,560,809         235,962,425         2,100,001             353,623,235       

Details of investments in debt instruments:   

Issuer

Transfer of 

undertaking

IFRS 3 

adjustments Fair value

MUR MUR MUR

Bramer Banking Corporation Ltd          160,010,960         (160,010,959)                          1 

BramCorp SH I Ltd          250,208,680         (250,208,679)                          1 

BramCorp SH II Ltd          250,208,680         (250,208,679)                          1 

BramCorp SH III Ltd          250,208,680         (250,208,679)                          1 

BramCorp SH IV Ltd          250,208,684         (250,208,683)                          1 

      1,160,845,684      (1,160,845,679)                          5 

2018

2017

2017
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12. INVESTMENTS IN FINANCIAL ASSETS (CONTINUED)

Details of investments in debt instruments (Continued):   

250,000,000 unsecured redeemable debentures of MUR 1 each were issued by BramCorp SH III Ltd to BAI Co

(Mtius) Ltd. The debentures were transferred from BAI Co (Mtius) Ltd (Special Administrator appointed) to the

Company for an amount of MUR 250,208,680 as per the deed of transfer registered and transcribed in May 2016.

250,000,000 unsecured redeemable debentures of MUR 1 each were issued by BramCorp SH IV Ltd to BAI Co

(Mtius) Ltd. The debentures were transferred from BAI Co (Mtius) Ltd (Special Administrator appointed) to the

Company for an amount of MUR 250,208,684 as per the deed of transfer registered and transcribed in May 2016.

BBCL was under special administration up to 07 May 2018 when the Commercial Court of the Supreme Court of

Mauritius ordered that BBCL be wound up.

The Company has accordingly fair valued the investments in the debt instruments from MUR 1,160,845,684 to

MUR 5 as part of the IFRS 3 adjustment in the period ended 30 June 2016.

150,000 unsecured redeemable debentures of MUR 1,000 each were issued by Bramer Banking Corporation Ltd

(BBCL) to BAI Co (Mtius) Ltd. The debentures were transferred from BAI Co (Mtius) Ltd (Special Administrator

appointed) to the Company for an amount of MUR 160,010,960 as per the deed of transfer registered and

transcribed in May 2016.

250,000,000 unsecured redeemable debentures of MUR 1 each were issued by BramCorp SH I Ltd to BAI Co

(Mtius) Ltd. The debentures were transferred from BAI Co (Mtius) Ltd (Special Administrator appointed) to the

Company for an amount of MUR 250,208,680 as per the deed of transfer registered and transcribed in May 2016.

250,000,000 unsecured redeemable debentures of MUR 1 each were issued by BramCorp SH II Ltd to BAI Co

(Mtius) Ltd. The debentures were transferred from BAI Co (Mtius) Ltd (Special Administrator appointed) to the

Company for an amount of MUR 250,208,680 as per the deed of transfer registered and transcribed in May 2016.
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13. MORTGAGE AND OTHER LOANS

2018 2017
MUR MUR

Mortgage loans 173,721,939         194,410,290         

Other loans 39,497,832           11,510,402           

213,219,771         205,920,692         

(a) Mortgage loans

At 01 July 194,410,290         179,545,181         

Disbursements and capital repayments for the year (13,115,933)          9,204,581             

Net movement in interest arrears (198,250)               (186,050)               

Net movement in provisions for the year (7,374,168)            5,846,578             

At 30 June 173,721,939         194,410,290         

(b) Other loans

At 01 July 11,510,402           11,819,528           

Disbursements and capital repayments for the year 27,905,175           (309,126)               

Net movement in interest arrears 82,255                  -                        

At 30 June 39,497,832           11,510,402           

(c) Movement in provision for impairment 

At 01 July (15,022,184)          (20,868,762)          

At 30 June (22,396,352)          (15,022,184)          

Net movement for the year (7,374,168)            5,846,578             

(d) Remaining term to maturity

Less than 1 year 6,938,610             5,349,211             

Between 1 and 5 years 50,800,092           42,073,218           

More than 5 years 151,266,725         153,769,910         

No maturity 4,214,344             4,728,353             

213,219,771         205,920,692         

Analysed as follows:

Non-current 206,281,161         200,571,481         

Current 6,938,610             5,349,211             

213,219,771         205,920,692         

The mortgage and other loans bear interest at rates varying between 4%-14% (2017: 4%-14%) per annum and have

repayment terms varying between one month to thirty years.

The fair value of the collateral of loans that are past due but not impaired estimated to MUR 5,298,043 (2017: MUR 

5,534,326) are considered greater than the carrying value of the loans.

Loans disbursed to related parties during the year and remaining balances as at 30 June 2018 are disclosed under

note 36.
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14. REINSURANCE ASSETS

2018 2017

MUR MUR

At 01 July 736,854              451,244            

Movement for the year 191,531              285,610            

At 30 June 928,385              736,854            

The above reinsurance assets relate to Group Life products only.

15. REINSURANCE RECEIVABLES

At 01 July 1,284,617           -                    

Movement for the year 2,624,642           1,284,617         

At 30 June 3,909,259           1,284,617         

16. INSURANCE RECEIVABLES

At 01 July 18,561,283         18,783,741       

Movement for the year 502,498              (317,797)           

Net movement in provisions (note 35) (150,750)             95,339              

At 30 June 18,913,031         18,561,283       

(a) Analysis of the age of insurance receivables is as follows:

Up to 60 days 18,913,031         18,561,283       

Between 60 days and one year -                      -                    

Above one year -                      -                    

18,913,031         18,561,283       

(b) The carrying amounts of insurance receivables approximate their fair values.

(c) Analysis of gross amount of insurance receivables at 30 June

Gross insurance receivables 27,018,616         26,516,118       

Provision for impairment (8,105,585)          (7,954,835)        

Net insurance receivables 18,913,031         18,561,283       

17. OTHER RECEIVABLES

Amount receivable from National Property Fund Ltd "NPFL" (note (c)) 135,675,938       135,675,938     

Amount receivable from NIC General Insurance Co. Ltd 20,627,098         15,380,717       

Amount receivable from BAI Co (Mtius) Ltd (Special Administrator appointed) 1,153,072           21,405,781       

Other receivables and prepayments 19,267,577         23,366,951       

At 30 June 176,723,685       195,829,387     

(a)
(b)

(c) A total amount of MUR 50m and MUR 20m was repaid by NPFL in September and December 2016

respectively. The outstanding balance was cleared against the settlement made by NPFL on behalf of the

Company in respect of encumbrances (note 26).

The carrying amounts of other receivables approximate their fair values.
The maximum exposure to credit risk at the reporting date is the fair value of each class of receivable 
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18. CASH AND CASH EQUIVALENTS 2018 2017

MUR MUR

(a) Short term deposits

Fixed deposit with commercial bank 100,000,000         -                        

Fixed deposit with SICOM Financial Services Ltd 22,491,080 21,836,000

122,491,080 21,836,000

(b) Cash in hand and at bank

Cash in hand and at bank 226,717,409 149,495,081

Total cash and cash equivalents 349,208,489         171,331,081         

(a)

(b) The fixed deposit with commercial bank carries interest at a rate of 2.25% to 3.0% per annum.

19. STATED CAPITAL

2018 2017
MUR MUR

Issued and paid
3,000,000 Ordinary shares 30,000,000           30,000,000           

20. RESERVES Revenue Other

deficit reserves Total
MUR MUR MUR

At 01 July 2017 (4,597,034,916)     21,489,240           (4,575,545,676)     

Profit for the year 57,389,324           -                        57,389,324           

Other comprehensive income -                        12,388,145           12,388,145           

At 30 June 2018 (4,539,645,592)     33,877,385           (4,505,768,207)     

At 01 July 2016 (4,624,792,872)     15,016,000           (4,609,776,872)     

Profit for the year 27,757,956           -                        27,757,956           

Other comprehensive income -                        6,473,240             6,473,240             

At 30 June 2017 (4,597,034,916)     21,489,240           (4,575,545,676)     

2018 2017

21. TRADE AND OTHER PAYABLES MUR MUR

Accruals 35,279,749           36,726,621           

Reinsurance payables 405,771                272,229                

Other insurance liabilities 2,934,920             3,716,567             

Premium clearing account 53,668,693           88,875,792           

Other payables 101,757,709         87,591,072           

194,046,842         217,182,281         

The carrying amounts of trade and other payables approximate their fair values.

Each ordinary share carries one voting right and rights to dividends. The above ordinary shares are at no par

value and fully paid.

The fixed deposit with SICOM Financial Services Ltd is pledged in favour of the Financial Services Commission

and the rate of interest is 3.0% (2017: 3.0%) per annum.
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22. LONG TERM INSURANCE FUNDS

 Insurance 

contract 

liabilities 

 Reinsurance of 

liabilities Net

MUR MUR MUR

Long term business

Provisions for future non-participating benefits:

- Linked 1,537,874            -                      1,537,874            

- Non-linked 7,237,794,575     -                      7,237,794,575     

Total insurance contract liabilities 7,239,332,449     -                      7,239,332,449     

Contracts due < 1 year 163,464,933        -                      163,464,933        

Contracts due > 1 year 7,075,867,516     -                      7,075,867,516     

Total insurance contract liabilities 7,239,332,449     -                      7,239,332,449     

 Insurance 

contract 

liabilities 

 Reinsurance of 

liabilities Net

MUR MUR MUR

Long term business

Provisions for future non-participating benefits:

- Linked 11,415,554          -                      11,415,554          

- Non-linked 7,049,805,013     -                      7,049,805,013     

Total insurance contract liabilities 7,061,220,567     -                      7,061,220,567     

Contracts due < 1 year 146,963,396        -                      146,963,396        

Contracts due > 1 year 6,914,257,171     -                      6,914,257,171     

Total insurance contract liabilities 7,061,220,567     -                      7,061,220,567     

2018 2017

MUR MUR

At 01 July 7,061,220,567     7,157,793,244     

Movement during the year 178,111,882        (96,572,677)        

At 30 June 7,239,332,449     7,061,220,567     

2018

2017
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22. LONG TERM INSURANCE FUNDS (CONTINUED)

Long term business

(i) Movement table for insurance provisions

 Insurance 

contract 

liabilities 

 Reinsurance of 

liabilities Net

MUR MUR MUR

Linked

At 01 July 2017 11,415,554          -                      11,415,554          

Benefits paid (9,877,680)          (9,877,680)          

At 30 June 2018 1,537,874            -                      1,537,874            

Non-linked

At 01 July 2017 7,049,805,013     -                      7,049,805,013     

Benefits paid (929,594,802)      -                      (929,594,802)      

Premiums received 1,518,716,857     -                      1,518,716,857     

Expenses (457,938,848)      -                      (457,938,848)      

Unwinding of discount 126,959,667        -                      126,959,667        

Difference between actual and expected experience (70,153,312)        -                      (70,153,312)        

At 30 June 2018 7,237,794,575     -                      7,237,794,575     

 Insurance 

contract 

liabilities 

 Reinsurance of 

liabilities Net

MUR MUR MUR

Linked

At 01 July 2016 23,483,075          -                      23,483,075          

Benefits paid (10,028,417)        -                      (10,028,417)        

Premiums received (2,039,104)          -                      (2,039,104)          

At 30 June 2017 11,415,554          -                      11,415,554          

2018

2017
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22. LONG TERM INSURANCE FUNDS (CONTINUED)

 Insurance 

contract 

liabilities 

 Reinsurance of 

liabilities Net

MUR MUR MUR

Non-linked

At 01 July 2016 7,134,310,169     -                      7,134,310,169     

Benefits paid (1,173,114,936)   -                      (1,173,114,936)   

Premiums received 1,455,842,456     -                      1,455,842,456     

Expenses (406,795,171)      -                      (406,795,171)      

Unwinding of discount 71,502,368          -                      71,502,368          

Difference between actual and expected experience (31,939,873)        -                      (31,939,873)        

At 30 June 2017 7,049,805,013     -                      7,049,805,013     

(ii) Assumptions and sensitivities for long term business

Rate of interest 2018 2017

Term assurance without profit 1.60% 0.91%

Traditional Freelance without profit 1.60% 0.91%

Traditional Homeservice without profit 1.60% 0.91%

Endowment assurance without profit 1.60% 0.91%

Endowment assurance without profit - Individual Pension 1.60% 0.91%

Annuities 2.38% 2.18%

Mortality 2018 2017

Assurance without profits
50% SA85/90 and 

7.5% HA2

50% SA85/90 and 

7.5% HA2

Immediate annuities a(55) a(55)

For long term insurance contracts, the Company considers on a regular basis whether the estimates of the

actuarial liabilities are adequate. The principal assumptions that are considered are investment returns,

expenses and mortality. Assumptions also incorporate an allowance for uncertainty.

The bulk of the liabilities of the business is single premium savings business with a small life cover component.

The reserves were valued on a policy-by-policy basis based on the discounted value of the guaranteed benefits

using realistic current interest rate assumptions plus margins to allow for uncertainty. The actuarial liabilities

for the balance of the insurance business are determined on a policy-by-policy basis using a full preliminary

term method. Negative reserves are eliminated on a policy-by-policy basis. Realistic assumptions are made as

to (i) future investment yields and (ii) mortality and morbidity. Margins are incorporated in the assumptions to

allow for uncertainties and to contribute towards expected renewal expenses.  

The principal assumptions underlying the calculation of the long term business provision are:

It is also important to maximise the after-tax returns and the Company's strategy seeks to balance these dual

objectives. The first objective in these strategies is to limit the net change in value of assets and liabilities arising

from interest rate movements. While it is more difficult to measure the interest sensitivity of our assets than

those of the related assets, to the extent that we can measure such sensitivities, we believe that interest rate

movements will generate asset value changes that substantially offset changes in value of the liabilities relating

to the underlying products. Any mismatch between policy liabilities and assets are covered by Shareholder's

funds.

2017
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23. OUTSTANDING CLAIMS

2018 2017

MUR MUR

At 01 July 162,036,013        137,424,144        

Movement for the year 1,955,826            24,611,869          

At 30 June 163,991,839        162,036,013        

24. DEFERRED TAX

At the end of the reporting period, the Company had unused tax losses amounting to MUR 977,381,153 (2017:

MUR 563,778,155). In accordance with IAS 12, the Company has not provided for any deferred tax asset on tax

losses and on timing differences since it is not expected that these will be eligible for offset against future

taxable profits.
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25. RETIREMENT BENEFIT OBLIGATIONS

Opening Closing

balance P&L OCI balance

2018 MUR MUR MUR MUR

DBBA Pension Scheme 18,567,000     (2,656,000)   523,000           16,434,000         

Retirement Gratuities 8,594,000       1,025,000    634,000           10,253,000         

Unfunded Pensioners 9,832,000       3,618,000    (257,000)         13,193,000         

36,993,000     1,987,000    900,000           39,880,000         

2017

DBBA Pension Scheme 17,844,000     (5,149,000)   5,872,000        18,567,000         

Retirement Gratuities 6,050,000       2,173,000    371,000           8,594,000           

Unfunded Pensioners 5,694,000       3,659,000    479,000           9,832,000           

29,588,000     683,000       6,722,000        36,993,000         

Interest risk: A decrease in the bond interest rate will increase the plan liability; however, this may be partially

offset by an increase in the return on the debt investments and a decrease in inflationary pressures on

salary and pension increases.

National Insurance Co. Ltd participates in the NIC Multi-Employer Pension Scheme. Its contributions for Defined

Contribution (DC) employees are expensed to the profit or loss and amounted to MUR 2,656,000 for the year

ended 30 June 2018 (2017: MUR 5,149,000).

In addition, the Company has recognised a defined benefit liability of MUR 10,253,000 in its statement of

financial position as at 30 June 2018 (2017: MUR 8,594,000) in respect of any additional residual retirement

gratuities or full retirement gratuities that are expected to be paid out of the Company's cash flow to its

employees under the Employment Rights Act (ERA) 2008.

The Company has also recognised a net defined benefit liability of MUR 13,193,000 as at 30 June 2018 (2017: MUR

9,832,000) in respect of pensions to be paid out of the Company's cash flow for some ex-employees.

The Company is subject to an unfunded defined benefit plan for the employees. The plan exposes the Company

to normal risks described below:

BAI Co (Mtius) Ltd (Special Administrator appointed) contributed to a defined benefit (DB) pension plan which is

administered by National Insurance Co. Ltd. The Company has recognised a net defined benefit liability of MUR 

16,434,000 as at 30 June 2018 in respect of the shortfall in the transfer values payable from the BAI Group

Pension Fund (a DB pension plan administered by the National Insurance Co. Ltd) to ex-DBBA members

employed by the Company (2017: MUR 18,567,000).

Movement

Longevity risk: The plan liability is calculated by reference to the best estimate of the mortality of plan

participants both during and after their employment. An increase in the life expectancy of the plan participants

will increase the plan liability.

Salary risk: The plan liability is calculated by reference to the future projected salaries of plan participants. As

such, an increase in the salary of the plan participants above the assumed rate will increase the plan liability

whereas an increase below the assumed rate will decrease the liability.

The Company has a residual obligation imposed by ERA 2008 on top of its DC plan. It is therefore particularly

exposed to investment under-performance of the DC plan.

There has been no plan amendment, curtailment or settlement during the year except for the past service cost

due to transfer of liabilities from the Fund to the Company, transfer of employees from one entity to another and

data adjustments.
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25. RETIREMENT BENEFIT OBLIGATIONS (CONTINUED)

2018 2017

DBBA Pension Scheme MUR MUR

Reconciliation of net defined benefit liability/(asset)

Opening balance 18,567,000         17,844,000       

Amount recognised in profit or loss (2,656,000)          (5,149,000)        

Amount recognised in other comprehensive income 523,000              5,872,000         

Less Employer contributions -                      -                    

Closing balance 16,434,000         18,567,000       

Reconciliation of fair value of plan assets

Opening balance 102,521,000       100,312,000     

Interest income 7,455,000           6,894,000         

Employer contributions -                      -                    

Employee contributions -                      -                    

(Benefits paid) (4,767,000)          (3,712,000)        

Exchange differences -                      -                    

Effect of business combination/disposal -                      -                    

Return on plan assets excluding interest income (1,394,000)          (973,000)           

Closing balance 103,815,000       102,521,000     

Reconciliation of present value of defined benefit obligation

Opening balance 121,088,000       118,156,000     

Current service cost -                      -                    

Employee contributions -                      -                    

Interest expense 8,695,000           7,930,000         

Past service cost (3,896,000)          (6,185,000)        

Settlement (gain)/loss -                      -                    

(Benefits paid on settlement) -                      -                    

(Other benefits paid) (4,767,000)          (3,712,000)        

Exchange differences -                      -                    

Effect of business combination/disposal -                      -                    

Liability experience (gain)/loss 130,000              537,000            

Liability (gain)/loss due to change in demographic assumptions -                      -                    

Liability (gain)/loss due to change in financial assumptions (1,001,000)          4,362,000         

Closing balance 120,249,000       121,088,000     

Reconciliation of the effect of the asset ceiling

Opening balance -                      -                    

Amount recognised in profit or loss -                      -                    

Amount recognised in other comprehensive income -                      -                    

Closing balance -                      -                    

Components of amount recognised in profit or loss

Current service cost -                      -                    

Past service cost (3,896,000)          (6,185,000)        

Settlement (gain)/loss -                      -                    

Service cost (3,896,000)          (6,185,000)        

Net interest on net defined benefit liability/(asset) 1,240,000           1,036,000         

Total (2,656,000)          (5,149,000)        
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25. RETIREMENT BENEFIT OBLIGATIONS (CONTINUED)

2018 2017

MUR MUR

Components of amount recognised in other comprehensive income

Return on plan assets (above)/ below interest income 1,394,000         973,000            

Liability experience (gain)/loss 130,000            537,000            

Liability (gain)/loss due to change in demographic assumptions -                    -                    

Liability (gain)/loss due to change in financial assumptions (1,001,000)        4,362,000         

Change in effect of asset ceiling -                    -                    

Total 523,000            5,872,000         

Allocation of plan assets at end of period % %

Equity - Overseas quoted 3                       3                       

Equity - Overseas unquoted 1                       1                       

Equity - Local quoted 20                     20                     

Equity - Local unquoted -                    -                    

Debt - Overseas quoted -                    -                    

Debt - Overseas unquoted -                    -                    

Debt - Local quoted -                    -                    

Debt - Local unquoted 8                       8                       

Property - Overseas -                    -                    

Property - Local 4                       4                       

Investment Funds 28                     28                     

Cash and other 36                     36                     

Total 100                   100                   

Allocation of plan assets at end of period % %

Reporting entity's own transferable financial instruments -                    -                    

Property occupied by reporting entity -                    -                    

Other assets used by reporting entity -                    -                    

Principal assumptions used at end of period

Discount rate 5.75% / 8.0% 5.4% / 8.0%

Rate of pension increases 0.5% 0.5%

Average retirement age (ARA) 60 years 60 years

Average life expectancy for:

                Male at ARA 19.5 years 19.5 years

                Female at ARA 24.2 years 24.2 years

Sensitivity Analysis on defined benefit obligation at end of period

Increase due to 1% decrease in discount rate 3,016,000         3,283,000         

Decrease due to 1% increase in discount rate 2,533,000         2,735,000         

Future cash flows

Expected employer contribution for the next year 1,237,000         

Weighted average duration of the defined benefit obligation 2 years

The above sensitivity analysis has been carried out by recalculating the present value of obligation at end of

period after increasing or decreasing the discount rate while leaving all other assumptions unchanged. Any

similar variation in the other assumptions would have shown smaller variations in the defined benefit

obligation.

The funding policy is to pay contributions to an external legal entity at the rate recommended by the entity's

actuaries.
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25. RETIREMENT BENEFIT OBLIGATIONS (CONTINUED)

2018 2017

Retirement Gratuities MUR MUR

Reconciliation of net defined benefit liability/(asset)

Opening balance 8,594,000         6,050,000           

Amount recognised in profit or loss 1,025,000         2,173,000           

Amount recognised in other comprehensive income 634,000            371,000              

Less Employer contributions -                    -                     

Closing balance 10,253,000       8,594,000           

Reconciliation of present value of defined benefit obligation

Opening balance 8,594,000         6,050,000           

Current service cost 513,000            434,000              

Employee contributions -                    -                     

Interest expense 557,000            424,000              

Past service cost (45,000)             1,315,000           

Settlement (gain)/loss -                    -                     

(Benefits paid on settlement) -                    -                     

(Other benefits paid) -                    -                     

Liability experience (gain)/loss 1,277,000         114,000              

Liability (gain)/loss due to change in demographic assumptions -                    -                     

Liability (gain)/loss due to change in financial assumptions (643,000)           257,000              

Closing balance 10,253,000       8,594,000           

Components of amount recognised in profit or loss

Current service cost 513,000            434,000              

Past service cost (45,000)             1,315,000           

Settlement (gain)/loss -                    -                     

Service cost 468,000            1,749,000           

Net interest on net defined benefit liability/(asset) 557,000            424,000              

Total 1,025,000         2,173,000           

Components of amount recognised in other comprehensive income

Liability experience (gain)/loss 1,277,000         114,000              

Liability (gain)/loss due to change in demographic assumptions -                    -                     

Liability (gain)/loss due to change in financial assumptions (643,000)           257,000              

Total 634,000            371,000              

Principal Assumptions used at end of period

Discount rate 6.4% 6.5%

Rate of salary increases 4.5% 5.0%

Average retirement age (ARA) 60 years 60 years

Sensitivity analysis on defined benefit obligation at end of period

Increase due to 1% decrease in discount rate 3,672,000         2,925,000           

Decrease due to 1% increase in discount rate 1,772,000         1,241,000           

Future cash flows

Expected employer contribution for the next year 3,564,000

Weighted average duration of the defined benefit obligation 13 years

The above sensitivity analysis has been carried out by recalculating the present value of obligation at end of

period after increasing or decreasing the discount rate while leaving all other assumptions unchanged. Any

similar variation in the other assumptions would shown smaller variations in the defined benefit obligation.

The funding policy is to pay benefits out of the reporting entity's cash flow as and when due.
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25. RETIREMENT BENEFIT OBLIGATIONS (CONTINUED)

2018 2017

Unfunded Pensioners MUR MUR

Reconciliation of net defined benefit liability/(asset)
Opening balance 9,832,000          5,694,000         

Amount recognised in profit or loss 4,507,000          4,040,000         

Amount recognised in other comprehensive income (257,000)            479,000            

Less Employer contributions (889,000)            (381,000)           

Closing balance 13,193,000        9,832,000         

Reconciliation of present value of defined benefit obligation
Opening balance 9,832,000          5,694,000         

Current service cost -                     -                    

Employee contributions -                     -                    

Interest expense 611,000             507,000            

Past service cost 3,896,000          3,533,000         

Settlement (gain)/loss -                     -                    

(Benefits paid on settlement) -                     -                    

(Other benefits paid) (889,000)            (381,000)           

Exchange differences -                     -                    

Effect of business combination/disposal -                     -                    

Liability experience (gain)/loss 175,000             (835,000)           

Liability (gain)/loss due to change in demographic assumptions -                     -                    

Liability (gain)/loss due to change in financial assumptions (432,000)            1,314,000         

Closing balance 13,193,000        9,832,000         

Components of amount recognised in profit or loss
Current service cost -                     -                    

Past service cost 3,896,000          3,533,000         

Settlement (gain)/loss -                     -                    

Service cost 3,896,000          3,533,000         

Net interest on net defined benefit liability/(asset) 611,000             507,000            

Total 4,507,000          4,040,000         

Components of amount recognised in other comprehensive income

Liability experience (gain)/loss 175,000             (835,000)           

Liability (gain)/loss due to change in demographic assumptions -                     -                    

Liability (gain)/loss due to change in financial assumptions (432,000)            1,314,000         

Total (257,000)            479,000            

Principal assumptions used at end of period

Discount rate 5.8% 5.4%

Rate of salary increases 0.5% 0.5%

Average retirement age (ARA) 60 years 60 years

2018 2017

MUR MUR

Sensitivity analysis on defined benefit obligation at end of period

Increase due to 1% decrease in discount rate 1,303,000          1,011,000         

Decrease due to 1% increase in discount rate 1,113,000          859,000            

Future cash flows

Expected employer contribution for the next year MUR 893,000 MUR 893,000

Weighted average duration of the defined benefit obligation 9 years 9 years

The above sensitivity analysis has been carried out by recalculating the present value of obligation at end of

period after increasing or decreasing the discount rate while leaving all other assumptions unchanged. Any

similar variation in the other assumptions would shown smaller variations in the defined benefit obligation.

The funding policy is to pay benefits out of the reporting entity's cash flow as and when due.
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26. PROVISION FOR ENCUMBRANCES

2018 2017

MUR MUR

355,000,000        355,000,000        

2018 2017

MUR MUR

SBM Bank (Mauritius) Ltd 288,300,000        288,300,000        

The Mauritius Commercial Bank Limited 169,263,000        169,263,000        

Ex-Bramer Banking Corporation (MUR 25M and USD 2.5M) 109,163,750        108,102,750        

Mauritius Revenue Authority 55,110,625 197,076,699        

Syndicat des Coproprietaires Phoenix Les Halles 3,095,214            3,095,214            

Anglo Mauritius Insurance Society Company Ltd / Swan Insurance Co. Ltd -                       3,150,000            

624,932,589 768,987,663

27. INCOME TAX

Income Tax

2018 2017

(a) Statement of financial position MUR MUR

At 01 July (2,525,376)           (73,441)                

Tax charge for the year -                       -                       

Amount paid during the year -                       -                       

Payment under Advance Payment System (APS) -                       -                       

Tax deducted at source (3,922,326)           (2,451,935)           

At 30 June (6,447,702)           (2,525,376)           

(b) Statement of profit or loss

Current tax on the adjusted profit for the year at 15% -                       -                       

Deferred tax -                       -                       

-                       -                       

(c) Tax reconciliation

Profit before taxation 57,389,324          27,757,956          

Tax calculated at rate of 15% 8,608,399            4,163,693            

Income not subject to tax (213,928,821)       (202,449,480)       

Other allowable deductions (976,017)              (523,218)              

Expenses not deductible for tax purposes 144,255,990        153,264,756        

Deferred tax asset not recognised 62,040,449          45,544,249          

Tax charge for the year -                       -                       

Income tax is calculated at the rate of 15% on the profit for the year as adjusted for income tax purposes.

Other encumbrances on the Company's investment properties, for which no provision has been recognised, are

as follows:

Amount payable to Absa Bank (Mauritius) Limited (ex-Barclays Bank

Mauritius Limited)

The above encumbrance was recognised as a provision in accordance with IAS 37 "Provisions, Contingent

Liabilities and Contingent Assets". The encumbrance was settled in full by the Company's ultimate holding

company, NPFL, in November 2018.
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2018 2017

MUR MUR

28. GROSS PREMIUMS

Life assurance 1,406,426,115 1,297,189,290

Pension 67,907,845 122,717,090

Unit linked -                          (2,039,103)

Total 1,474,333,960 1,417,867,277

29. PREMIUMS CEDED TO REINSURERS

Life assurance 36,005,913 46,734,311

Pension 1,195,321 826,080

Total 37,201,234 47,560,391

30. FEES AND COMMISSION INCOME

Life assurance 730,793                  19,621,260            

Pension 42,378                    53,231                   

Total 773,171                  19,674,491            

31. BENEFITS AND CLAIMS

Death 73,802,129             76,225,858            

Maturity 141,620,986           202,280,914          

Surrender 177,461,991           324,771,778          

Cash Back 398,023,194           501,919,292          

Others 121,826,134           55,251,065            

Total 912,734,434           1,160,448,907       

32. ACQUISITION COSTS

Commissions 70,751,394 65,566,186

Benefits and allowances 48,266,500 45,378,465

Others 13,684,882 7,011,999

Total 132,702,776 117,956,650
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Notes 2018 2017
33. INVESTMENT AND OTHER INCOME MUR MUR

Bank interest and others 1,855,135            1,187,502            

Mortgage, policyholder and other loans interest 15,071,157          17,984,645          

Provision for impairment of loans (7,374,168)          5,846,578            

Rental income 74,776,921          48,815,764          

Dividend income 10,313                 20,385                 

Other income 6,424,512            5,915,379            

90,763,870          79,770,253          

34. NET REALISED / UNREALISED GAINS AND (LOSSES)

Net realised (gains) / losses on disposal of financial assets -                      3,064,238            

Net realised gains on disposal of property, plant and equipment -                      2,926,584            

Net unrealised fair value gains / (losses) on financial assets 12 31,005,209          (19,968,327)        

Net unrealised fair value gains on investment properties 10 11,625,000          11,625,000          

Foreign exchange loss (9,900)                 -                      

42,620,309          (2,352,505)          

35. OTHER OPERATING AND ADMINISTRATIVE EXPENSES

Salaries and related costs 194,861,857        174,943,914        

Directors' fees and expenses 2,363,638            2,103,410            

Rental and related costs 38,121,759          42,272,970          

Office service costs 39,682,555          24,875,237          

Depreciation and amortisation 17,248,608          16,990,138          

Travel and entertainment 2,753,108            3,082,629            

Advertising 4,120,912            6,270,925            

Legal and professional fees 13,600,270          6,208,721            

Provision for doubtful debts 150,750               (95,339)               

Other expenses 2,915,122            2,684,780            

315,818,579        279,337,385        

Salaries and related costs are analysed as follows:

Wages and salaries 156,320,345        127,989,748        

Pension 21,537,325          14,482,851          

Social Security 5,336,728            5,433,636            

Employee development 2,568,009            2,513,507            

Other costs 9,099,450            24,524,172          

194,861,857        174,943,914        

Number of employees at end of the year 311 338
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36. RELATED PARTY DISCLOSURES

2018

Remuneration Sale of Purchase of

and goods or goods or Dividend Loans related related

benefits services services income balance parties parties

MUR MUR MUR MUR MUR MUR MUR

Ultimate holding company -                     -                     -                     -                     -                     -                     135,675,938      

Immediate holding company -                     4,117,661          9,457,386          -                     -                     194,519             20,627,098        

Subsidiaries -                     -                     -                     -                     -                     -                     -                     

Fellow subsidiaries -                     -                     -                     -                     -                     -                     -                     

Associates -                     -                     -                     -                     -                     -                     -                     

Other related parties -                     -                     -                     -                     -                     -                     -                     

Related party with significant influence -                     -                     -                     -                     -                     -                     -                     

Key management personnel 21,947,304        -                     -                     -                     4,377,137          -                     -                     

21,947,304        4,117,661          9,457,386          -                     4,377,137          194,519             156,303,036      

Key management personnel MUR

- Short-term employee benefits 20,249,933        

- Post-employment benefits 1,697,371          

- Termination benefits -                     

21,947,304        

 Net amount 

payable to  

 Net amount 

receivable 

from 
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36. RELATED PARTY DISCLOSURES (CONTINUED)

2017

Remuneration Sale of Purchase of

and goods or goods or Dividend Loans related related

benefits services services income balance parties parties

MUR MUR MUR MUR MUR MUR MUR
`

Ultimate holding company -                     -                     -                     -                     -                     -                     135,675,938      

Immediate holding company -                     2,843,452          8,234,226          -                     -                     353,777             15,380,717        

Subsidiaries -                     -                     -                     -                     -                     -                     -                     

Fellow subsidiaries -                     -                     -                     -                     -                     -                     -                     

Associates -                     -                     -                     -                     -                     -                     -                     

Other related parties -                     -                     -                     -                     -                     -                     -                     

Related party with significant influence -                     -                     -                     -                     -                     -                     -                     

Key management personnel 18,439,992        -                     -                     -                     4,616,722          -                     -                     

18,439,992        2,843,452          8,234,226          -                     4,616,722          353,777             151,056,655      

Key management personnel MUR

- Short-term employee benefits 17,120,400        

- Post-employment benefits 1,319,592          

- Termination benefits -                     

18,439,992        

 Net amount 

payable to  

 Net amount 

receivable from 



National Insurance Co. Ltd

Notes to the financial statements
For the year ended 30 June 2018 124

37. SHARED SERVICE AGREEMENT

38. COMMITMENTS

(a) Capital Commitments

There was no capital expenditure contracted for at the reporting date.

(b) Operating lease commitments - Company as lessee

2018 2017

MUR MUR

Less than one year 11,911,510      11,361,577       

More than one year and less than five years 49,460,366      48,622,204       

61,371,876      59,983,781       

39. GOING CONCERN

As per the Insurance Act, the Company is required to maintain a minimum surplus of assets over liabilities

being the Minimum Capital Requirement (MCR). The MCR needs to be covered by the surplus in the Life Funds

that is attributable to shareholders plus shareholder assets in the Company. As per the Statutory

report, it is noted that the Company did not have sufficient surplus assets to cover the MCR as at the reporting

date. This deficit arose mainly following the fair value of assets and liabilities transferred to the Company in July

2015. The matter was escalated to the Ultimate Shareholder, the Government of Mauritius, for a policy decision

to be taken to address the capital and asset related issues of the Company. A Letter of Guarantee of up to MUR

6bn was provided by the Ultimate Shareholder, to back the business and support its going concern. A

Restructuring Plan was alongside required for implementation to transform the business challenges and for

the long term sustainability of the Company. The Letter of Guarantee will remain valid up to 30 June 2025.

Subsequent to the reporting date, the Ultimate Shareholder has agreed to increase the share capital of the

Company by MUR 5.7bn. A significant part of the gaps in assets and MCR were addressed through capital

injection by the Ultimate Shareholder prior to the signature of the audited financial statements in December

2020 (MUR 4bn injected in November 2020 and the remaining MUR 1.7bn is expected to be injected in 2021). A

Contingency Plan has been put in place in line with the requirements of the Insurance Act 2005 and it is

expected that the Company's solvency issue will be addressed by 30 June 2021. The financial statements of the

Company have therefore been prepared on a going concern basis. 

There is a Shared Service Agreement between the Company and its immediate holding company, NIC General

Insurance Co. Ltd. The latter is being recharged a proportion of administrative costs incurred by the Company

The Company has entered into commercial leases on certain properties. These leases have an average life of five

years with renewal option included in the contracts. There are no restrictions placed upon the Company by

entering into these leases.

Future minimum rentals payable under non-cancellable operating leases are as follows: 

During the year, an amount of MUR 10,116,024 (2017: MUR 10,040,888) was recognised as an expense in profit or

loss in respect of operating leases.
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40. COMPLIANCE WITH INSURANCE ACT 2005

41. HOLDING COMPANIES AND ULTIMATE BENEFICIAL OWNER

42. CONTINGENT LIABILITIES

43. EVENTS AFTER THE REPORTING PERIOD

Following this new issue of shares, the percentage holding of NIC General Insurance Co. Ltd in the

Company has been diluted to 0.52%. NPFL would thereafter be considered as the immediate holding company

of the Company.

The Directors regard NIC General Insurance Co. Ltd as its immediate holding company, the National Property

Fund Ltd as its ultimate holding company and the Government of Mauritius as its Ultimate Beneficial Owner.

Subsequent to the reporting date, there has been a change in the shareholding structure as described under

note 43.

In common practice with the insurance industry in general, the Company is subject to litigations arising in the

normal course of insurance business. The Directors are of the opinion that these litigations will not have a

material effect on the financial position or results of the Company.

As at 30 June 2018, there were contingent liabilities amounting to MUR 10,000,000 (2017: MUR 2,000,007) in

respect of court cases entered by policy holders against the Company. 

As at the reporting date, it is noted that the Company did not have sufficient surplus assets to cover the

Minimum Capital Requirements as per the Insurance (Long-Term Insurance Business Solvency) Rules

2007 under the Insurance Act 2005. A Letter of Guarantee, valid up to 30 June 2025, was provided by the

Ultimate Shareholder, the Government of Mauritius, to the Company to back the business including compliance

with the Insurance Act 2005. Following an increase in the share capital of the Company by MUR 5.7bn post the

reporting date, a significant part of the gaps in assets and MCR were addressed through capital injection by the

Government of Mauritius prior to the signature of the audited financial statements in December 2020. A

Contingency Plan has been put in place in line with the requirements of the Insurance Act 2005 and it is

expected that the Company will comply with the Insurance Act 2005 with regards to the MCR by 30 June 2021. 

Subsequent to the reporting date, the Ultimate Shareholder has agreed for the increase in share capital of the

Company by an issue of 570,000,000 ordinary shares to its ultimate holding company, National Property Fund

Ltd for an amount of MUR 5.7bn (following the approval received from the Financial Services

Commission in October 2020). NPFL has paid an amount of MUR 4bn in November 2020 representing

400,000,000 ordinary shares. The unpaid share capital of MUR 1.7bn is expected to be paid in the financial year

2020/21.
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