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Management Discussion

& Analysis

MauBank Ltd (“the bank”) is pleased to present the abridged unaudited interim financial
statements of the Group and the Bank for the six months ended 31 December 2017.

The abridged unaudited interim financial statements have been prepared using the same
accounting policies as those adopted in the audited financial statements for the year
ended 30 June 2017 and in accordance with the Bank of Mauritius Guideline on Public
Disclosure of Information and IAS 34.

The bank has recorded an operating loss before tax of Rs 42.6 Mn for the six month
ended 31 December 2017 against profit before tax of Rs 65.6 Mn for the same period in
2016. The loss for the six month ended 31 December 2017 is mainly due to impairment
charge of Rs 70.7 Mn, where the bank had to raise additional provision on existing
non-performing loans following revised assessment of recoverability of underlying
collaterals. For instance, in one particular case, the bank had to provide an additional
Rs 57.7 Mn as it had to forgo its first rank charge on a property following inscription of
privilege by the Mauritius Revenue Authority.

Had it not been for the impairment charge, the bank would have realized a profit before
tax of Rs 28.1 Mn for the six months ended 31 December 2017 compared to Rs 20.1 Mn
for the same period last year. There has been good improvement in revenues, where
Total Operating Income increased by 5.5% from Rs 473.6 Mn for the six months ended
31 December 2016 to Rs 499.5 Mn for the six months ended 31 December 2017.

Following resizing and optimization of the balance sheet structure, net interest income
improved by 4.21%, from Rs 319.0 Mn to Rs 332.4 Mn for the six months period to 31
December 2017. On the other hand, net fee income decreased slightly by 2.5% over the
same period from Rs 64.3 Mn to Rs 62.7 Mn. Trading and other income grew by Rs 14.2
Mn to Rs 104.4 Mn for the period under review compared to Rs 90.3 Mn for last year’s
corresponding period, mainly attributed to Treasury performance.

Non-interest expense, excluding impairment on financial assets, amounted to Rs 471.4
Mn against Rs 453.5 Mn for the comparative six months in 2016. Staff cost increased
from Rs 186.6 Mn to Rs224.9 Mn mainly due to the fact that 2016 figures include
reversal of excess provision for discretionary pay. The bank’s cost to income ratio for the
six months ending 31 December 2017, however, improved to 94.4% compared to
95.8% for the comparative period in 2016, and also compared to 96.23% for the year
ended 30 June 2017.

The Special Asset Management Unit continues to actively monitor and manage
non-performing facilities. Efforts are not only placed in realizing collaterals, but
non-performing customers are supported to improve their cash flow and to better
manage their finance so that they can honour their commitments with the bank. The
forum on non performing advances continues to meet every quarter, to monitor the asset
quality of the bank and provide strategic direction for better monitoring its performance.



Management Discussion

& Analysis

The bank’s total assets stood at Rs 26.8 Bn at 31 December 2017 compared to Rs 26.2
Bn as at 30 June 2017, representing an increase of 2.3%. Net loans and advances
stood at Rs 15.6 Bn at 31 December 2017 while credit facilities aggregating to Rs 1.9 Bn
were approved and awaiting disbursement. The deposit based of the bank improved
from Rs 21.9 Bn as at 30 June 2017 to Rs 22.7 Bn as at 31 December 2017.

The Capital Adequacy Ratio of the Bank stood at 13.7%, well above the regulatory
minimum at 10.625% as at 31 December 2017. The bank continues to adopt a prudent
approach towards liquidity management. Other than actively monitoring its assets and
liabilities maturity mismatch, the bank also ensures that it has a relatively large stable
deposit base, while keeping sufficient liquid assets to meet unforeseen liquidity
requirements. As at 31 December 2017, more than 32% of the bank’s assets, or 38%
of the bank’s deposit base, were invested in liquid assets.

With a view of improving fee income, the bank has been focusing on off-balance sheet
items, which comprises of Letters of Credit, Acceptances, Endorsements and other
obligations on account of customers. Off Balance Sheet items amounted to Rs 1.8 Bn
as at 31 December 2017 compared to Rs 1.5 Bn as at 30 June 2017.

The bank remains a key player in the domestic banking business, with significant overall
market share. The bank intends to further consolidate and strengthen its brand and
position by becoming the bank of choice in all segments it operates. The bank is already
a leading SME Bank in terms of accompanying the entrepreneurs and adequate
capacity has been created through market recruitment to serve the SMEs better through
reach and relationship management.

The corporate banking business model has been thoroughly reviewed and a clear
strategy has been developed and is being implemented. Already, significant progress
has been observed in the number of new customers joining the bank, which includes
several local blue chip corporates. The bank is also in the process of launching a
full-fledged international banking service, where it sees significant untapped potential.

The bank is also revamping its retail strategy with a clear on digital banking with a view
of further penetrating the market by proposing innovative solutions tailored to customer
needs.

The bank looks ahead with confidence, with a clear vision of where it wants to be and
how to achieve it. It continues to roll out its strategy to revamp the bank, better serve its
stakeholders, consolidate its financial position and improve overall performance.



Management Discussion
& Analysis

For the financial period 2017/2018, the bank has set various objectives namely to
improve its operational efficiency in order to further reduce its cost to income ratio, to
embark on the process of becoming a digital bank, to redefine its retail banking strategy
as well as improving its overall profitability.

~
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Director “D/Fe'&gr/’ LC ief Executive Officer

Date: 9 Feb 2018
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STATEMENT OF CHANGES IN EQUITY

At 01 July 2017

Issue of ordinary shares

Loss for the period

Loss on fair value of available for sale financial assets

Recycling of gain on available-for-sale financial assets from other

comprehensive income to profit or loss
At 31 December 2017

At 01 July 2016

Issue of ordinary shares
Profit for the period

At 31 December 2016

At 01 July 2016

Issue of ordinary shares

Profit for the year

Gain on revaluation of property, plant and equipment
Deferred tax on revaluation of property, plant and equipment
Gain on fair value of available-for-sale financial assets
Actuarial loss for the year

Deferred tax on actuarial loss

At 30 June 2017

STATEMENT OF CHANGES IN EQUITY

The Bank

At 01 July 2017

Issue of ordinary shares

Loss for the period

Loss on fair value of available-for-sale financial assets

Recycling of gain on available-for-sale financial assets from other

comprehensive income to profit or loss
At 31 December 2017

At 01 July 2016

Issue of ordinary shares
Profit for the period

At 31 December 2016

At 01 July 2016

Issue of ordinary shares

Profit for the year

Gain on revaluation of property, plant and equipment
Deferred tax on revaluation of property, plant and equipment
Gain on fair value of available-for-sale finacial assets
Actuarial loss for the year

Deferred tax on actuarial loss

At 30 June 2017

Total equity

attributable to

Stated Statutory Accumulated  General Banking Fair Value Revaluation  equity holders of
capital Reserve losses Reserve Reserve Reserve the parent

Rs Rs Rs Rs Rs Rs Rs
6,670,858,232 (4,071,936,443) 90,709,840 145,675,619 426,370,194 3,261,677,442
- (40,457,174) - - - (40,457,174)
- - - (47,355,530) - (47,355,530)
- - - (40,362,778) : (40,362,778)
6,670,858,232 (4,112,393,617) 90,709,840 57,957,311 426,370,194 3,133,501,960
3,270,858,232 (4,204,437,276) 90,709,840 - 9,979,364 (832,889,840)
3,400,000,000 - - - - 3,400,000,000
- 66,387,375 - - - 66,387,375
6,670,858,232 (4,138,049,901) 90,709,840 - 9,979,364 2,633,497,535
3,270,858,232 (4,204,437,276) 90,709,840 - 9,979,364 (832,889,840)
3,400,000,000 - - - - 3,400,000,000
- 142,608,617 - - - 142,608,617

- - - - 478,733,886 478,733,886
- - - - (62,343,056) (62,343,056)

- - - 145,675,619 - 145,675,619
- (12,178,053) - - - (12,178,053)
2,070,269 - 2,070,269

6,670,858,232 (4,071,936,443) 90,709,840 145,675,619 426,370,194 3,261,677,442

Total equity
attributable to
Stated Statutory Accumulated  General Banking Fair Value Revaluation  equity holders of
capital Reserve losses Reserve Reserve Reserve the parent

Rs Rs Rs Rs Rs Rs Rs
6,670,858,232 (4,073,999,197) 90,709,840 145,675,619 435,402,187 3,268,646,681
- (42,559,078) - - - (42,559,078)

- - - (47,355,530) - (47,355,530)
- - - (40,362,778) - (40,362,778)
6,670,858,232 (4,116,558,275) 90,709,840 57,957,311 435,402,187 3,138,369,295
3,270,858,232 (4,205,256,592) 90,709,840 - 9,979,364 (833,709,156)
3,400,000,000 - - - - 3,400,000,000
- 65,604,550 - - - 65,604,550
6,670,858,232 (4,139,652,042) 90,709,840 - 9,979,364 2,631,895,394
3,270,858,232 (4,205,256,592) 90,709,840 - 9,979,364 (833,709,156)
3,400,000,000 - - - - 3,400,000,000
- 141,365,179 - - - 141,365,179

- - - - 489,615,805 489,615,805
- - - - (64,192,982) (64,192,982)

- - - 145,675,619 - 145,675,619
- (12,178,053) - - - (12,178,053)

- 2,070,269 - - - 2,070,269
6,670,858,232 (4,073,999,197) 90,709,840 145,675,619 435,402,187 3,268,646,681
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