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BRAMER BANKING CORPORATION LTD

Manag e me nt dis c us s io n and analy s is

The management of BRAMER BANKING CORPORATION LTD (the

Management Discussion and Analysis, in accordance with the Bank
Disclosure of Information.

Financial Review

Key Financial Indicators

"Bank") is pleased to present their

of Mauritius Guideline on Public

Area of performance Current
Year's

Obiective

Last Year's
Performance

Current
Yearts

Performance

Next Year's

Objective

Budeet 2010 Actual 2009 Actual 2010 Budset 201 I

Profit/ (Loss) before tax (Rs 000's) 46.056 45,834 47.908 I 13.528

Non-lnterest Income (Rs 000's) 163.836 t50.475 160.854 381.192

Total Income (Rs 000's) 590.679 412,980 479.286 t,241,184

Operating Expenses (Rs 000's) 239,665 t60.125 205.388 37 |,701
Net Interest Income (Rs 000's) 198.894 n1.326 143.591 294.421

Operating income (Rs 000's) 362,130 261.801 304.445 675.613

Total Expenses (Rs 000's) 544,622 367.t46 431,378 t,t27,657
Total Assets (Rs 000's) 8.599.276 4,758,376 6.365.517 15,786,624

Share Capital and Reserves (Rs 000's) 862,3r4 358.132 403.225 1.768.539

Total Gross Advances (Rs 000's) 4.384.793 2,252.688 3.627.086 8.969.139

Tier I Capital (Rs 000's) 705,393 325.477 321.8r0 1.240.029

Total Regulatory Capital (Rs 000's) 745.63s 352.851 510.936 r.6 r 3.076

Operating Expenses/ Operating

income (7o) 66.07 61.16 67.46 55.02

Return on Averase Equitv (%) 6.18 12.48 12.33 5.7 4

Return on Average Assets (%) 0.68 108 0.94 0.85

Return on Average Tier I Capital (%) 7.56 t7.16 r5.72 9.t2
Net Impaired Loans/ Total Loans (o/o) N/A 2.36 0.63 N/A
Productivitv Ratio (%) 80.06 70.48 78.24 71.27

Loan to Deposit Ratio (%) s7.65 52.37 64.51 69.33

For the year under review, the Bank has recorded a pre-tax profit growth of 4.53%. Net interest
income has increasedby 28.98% which is due to growth in business volumes in both gross loans and
advances by 61J1% and deposits by 30.59% even though interest rates during the year has gone
down. Non-interest income has grown slightly by 6.90% as much focus is being laid on trade services
activities and the treasury function. Operating expenses (excluding net impairment on financial assets
and depreciation and amortisation) has increased from Rs 160.13 million to Rs 205.39 million due to
a general increase in recurrent expenditure attributable to the opening ofnew branches and increase in
personnel. The Bank has continued its expansion tfuough the opening of 2 new outlets during the
year 2010, a fully fledged private banking hall and several investments in ICT projects. Total capital
expenditure for the year amounted to Rs 136.58 million.



BRAMER BANKING CORPORATION LTD

Management discussion and analysis (continued)

F i ns n c ial Rev iew (co ntin ue d)

For the financial year 2010, total assets increased by 33J7% or Rs 1.61 billion mainly due to gross
loans and advances of the Bank which have escalated by 61.01% from Rs 2.25 billion at the end of
financial year 2009 to Rs 3.63 billion at the end of financial year 2010. During the same period,
deposits of the Bank have increasedby 3059% from Rs 4.30 billion to Rs 5.62 billion. Placements
with banks abroad has also gone up by Rs 0.23 billion while investment securities have decreased by
Rs 0.14 billion.

Donations

During 2010, the Bank spent Rs 91,710 (2009:Pts284,392,2008: Rs 49,000) on donations in favour
to various associations.

Auditor's remuneration

During 2010, the fees paid to the auditor for audit services amounted to Rs 1,679,000 (2009: Rs
7,27 4,200, 2008: Rs 1, I I 0,000).

Review by business segments

For the year ended 31 December2010, the Bank recorded a profit before tax of Rs 30.07 million in
Segment A (31 December 2009: Profit Rs 29.29 million; 31 December 2008: Profit before tax Rs
19.47 million) and a profit before tax of Rs 17.84 million in Segment B (31 December 2009: Profit
before tax Rs 16.54 million; 31 December 2008: Profit before ta.r Rs 25.42 million:).

Total assets of the Segment A has increased from Rs 3.30 billion at end of financial year 2009 to Rs
4.66 billion at end of year 2010. During same period, total assets of Segment B has also gone up from
Rs 1.46 billion to Rs 1.70 billion.

Tuxation

During the year, the Bank paid Rs 3.57 million as special levy for year ended 3l December 2009.



BRAMER BANKING CORPORATION LTD

M a n ag e ment dis c us s io n a nd a n a ly s is (c o nti n ue d)

Financial Review (co ntinued)

Performance againsl objectives by key areas

Forwa rd-looking statements

Bramer Banking Corporation's (BBC) public communications may include oral or written forward-looking
statements.

Statements of this type are included in this document, and may be included in other filings or in other
communications.

Forward-looking statements may include comments with respect to BBC's objectives, strategies to achieve
those objectives, expected financial results (including those in the area of risk management), and the outlook for
BBC's businesses and for the Mauritian and global economy.

By their very nature, forward-looking statements involve numerous assumptions, inherent risks and
uncertainties, both general and specific, and the risk that predictions and other forward-looking statements will
not prove to be accurate.

Key Areas Objectives for year

ended 3l December

2010

Performance achieved for
the year ended 31 December

2010

Objective for the year 20ll

Return on Average

Equity ( ROE)

ROE to stand at 6.l8oh at

end of year 20 10.

ROE stood at l2.33Yo at end

of vear.

ROE to stand at 5.74%o at end

of year 20 I l.
Return on Average assets

( ROA)

To improve marginally ROA stood at0.94o/o at end of
Year.

ROA to drop to 0.85% at end

ofyear20ll,
Return on Average Tier I

Capital(RAC)
To maintain the ratio. Return stood at 15.72%o at

year end as compared to

17.l6Yo as at December 2009.

RAC to stand at 9.72Vo at end

ofyear201l.

Net Interest income &
Other Income

Expected growth of 38%

to be achieved for the

year 2010 as compared to

2009.

Net interest income increased

by 28.98% for the year end as

compared to December 2009.

Expected growth of 105,04%

to be achieved for the year

201I as compared to 2010.

Productivity Ratio To further bring down the

ratio.

Ratio stood at 0.78 as at

December 2010.

To further bring down the ratio

to 0.56
Loans and Advances

Growth

To increase target for
more than 60% erowth.

Gross loans and advances

grew by 61.01% with focus

on growing Segment A
activities.

To increase target for more

than 100% srowth.

Deposits GroMh To improve target to more

than 60%o with focus on

Segment B.

Deposits grew by 30.59%

during the year with increase

in Segment Aby 34.20%o and

Sesment B bv 20.5Yo.

To improve target to nearly

l00Yo.

Assets Quality: Net

Impaired Assets to

Net Advances (o%)

To improve marginally Net NPL ratio is 0.63Yo for
the year ended

To further bring down the

ratio.



BRAMER BANKING CORPORATION LTD

Management discussion and analysis (continued)

Financial Review (co ntinued)

Forward-lookin g statements (contin ued)

Readers of these forward-looking statements are requested not to unduly rely on them as a number of
important factors, many of which are beyond BBC's control, could cause actual results to differ
materially from the estimates and intentions expressed in such forward-looking statements.

These factors include, but are not limited to the following:
o Economic and financial conditions in Mauritius and globally;
o Fluctuations in interest rates and currency values;
r Effect of changes in monetary policy;
o Legislative and regulatory developments in Mauritius and elsewhere, including changes in tax

laws;
o Accuracy and completeness of information BBC receives on customers and counterparties;
o BBC's ability to expand existing distribution channels and to develop and realize revenues

from new distribution channels:
o Changes in accounting policies and methods BBC uses to report its financial condition and

the results of its operations, including uncertainties associated with critical accounting
assumptions and estimates;

o The effect ofapplying future accounting changes;
. BBC's ability to attract and retain key executives;
o Unexpected changes in consumer spending and saving habits;
o Technologicaldevelopments;
o Fraud by intemal or external parlies, including the use of new technologies in unprecedented

ways to defraud BBC or its customers;
o Competition, both from new entrants and established competitors;
. Judicial and regulatory proceedings;
o Acts of God;
o The possible impact of international conflicts and other developments, including terrorist acts

and war on terrorism;
o The effects of disease or illness on local, national or international economies:
o disruptions to public infrastructure, including transpoftation, communication, power and

water; and
o BBC's anticipation of and success in managing the risks implied by the foregoing.

A substantial amount of BBC's business involves making loans or otherwise committing resources to
specific companies, industries or countries, Unforeseen events affecting such borrowers, industries or
countries could have a material adverse effect on BBC's financial results. businesses. financial
condition or liquidity.

These and other factors may cause BBC's actual performance to differ materially from that
contemplated by forward-looking statements.

The preceding list of important factors is not exhaustive.

When relying on forward-looking statements to make decisions with respect to BBC investors and
others should carefully consider the preceding factors, other uncertainties and potential events. BBC
does not undertake to update any forward looking statements, whether written or oral, that may be
made from time to time by or on its behalf.



BRAMER BANKING CORPORATION LTI)

Manage ment disc uss io n and analysis (co ntin ued)

Financial Review (co ntin ued)

Assets

Assets mix

Total assets of the Bank grew by 33.77% for the financial year 2010. The following chart depicts the
asset mix and every effort is being made to reduce risks through diversification.

Locns and Advances
to custonrers

55%

ASSET MtX - 20L0

Property, Plant anc
Equrpmort &

I nta ngi bles
to/t

Plac€monts v/i:h
Brnks Abroad

2506

Property, P ant and
Equipme nt &

Inta ngirles
3Ys

ASSET MtX - 20,09
Other Assets Cash & Cash

, Egu ivalents
4YJ

Investn"lent
Secu rities

1L\/o

Loans and Advances
to cu5torne.s

46Yo
Placements with

tsanks Abroad
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BRAMER BANKING CORPORATION LTD

Ma n ag e menl dis c us s io n a nd a naly s is (co ntin ue d)

F ina nc ial Rev iew (co ntin ue d)

Assets (continued)

Assets mix (continued)

Property, Plant and
Equipmen t &

I ntangibles
4%

l,.lVeStm€nl
Secu rit ies

t1016

Placements with
Eanks Abroad

t7%

Loans and advances growth

The Bank has been able to maintain a consistent glowth
loans and advances increased by 61.01% (see note l8).
2006 onwards:

ASSET MtX - 2008
Other Assets

701
Cash & Cash
Eq uiva'en ts

5%

Loans a nd Advances
to customers

)3Yo

in its loans and advances portfolio. Gross
The graph below illustrates the trend from
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BRAMER BANKING CORPORATION LTD

Manag ement disc ussio n and analy sis (co ntin ue d)

Financial Rev iew (co ntin ued)

Assets (continued)

Investment Securities

Over the recent years, investment securities have gone down hence making liquidity deployment
towards more productive ventures. The graph below shows the trend year from 2006 in our
investment portfolio:

lnvestment securities
1,355

1,155

955

755

555

355

155

(4s)

1

Placements with banks

Placements with banks have increased over the financial year by 17.27%. This was explained by an
increase in our global business activities. The graph below shows movement in placements with banks
from 2006.
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BRAMER BANKING CORPORATION LTD

Management discussion and analysis (continued)

Financial Rev iew (co ntinued)

Liabilities

Deposits

The Bank, despite the economic turmoil in the international economy, has managed to further
strengthen its share of the market through aggressive marketing campaigns and investment in
personnel. BBC has been able to increase its deposits base by 30.59% in this financial year (see note
23) with an increase of 34.20Yoand20.50%o in local business and global business respectively. The
chart hereunder shows movement in both our Segment A and Segment B deposits during the last five
years:

TOTAL DEPOSITS
4,500
4,OOO

3.5 00

3,OOO

2,500
2,OOO

1,,500

1,O00

500

2010

Shareholder's equity

The shareholder's wealth has been constantly increasing over the years increasing by 12.59% over the
financial year 2010. This is due to a constant profit after tax of the Bank. The graph below depicts the
movement in shareholder's equity from 2006.
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BRAMER BANKING CORPORATION LTD

M a n ag e me nt dis c us s io n a nd a naly s is (co nti n ue d)

Fin a nc ia I Rev iew (co ntin ue d)

Revenue Growth

Inlerest Income

Interest income during the year grew by 21.31%. Gross loans and advances has increasedby 61.01%o

over the financial year which has lead to interest income on loans and advances to grow by 31.02%
over the period even though interest rates have gone down. The fall in income from investment
securities is explained by the redeployment of resources to more productive assets and also due to the
fall in interest rates. Interest income from foreign cunency deposit placements have slightly increased
due to the increase in business volume for global business but with also fall in interest rates. The
chart below shows our trend in interest income:

Interest lneorne
2so

.E zoo

E
$rso
E

100

50

I Loans and advances

I Investnrent 5ecuriLies

Placernents wllh cai.|ls

Non - Interest Income

Non-interest income comprises of fee based income, commissions and exchange profits. During the
past year, non-interest income has increased considerably and over this financial year, non interest
income has increased by 6.80% as shown below:

N on-lnte rest-ln corne



BRAMER BANKING CORPORATION LTD

Management discussio n ond analy sis (contin ue d)

Fina nc ial Rev iew (co nt in ue d)

Expense

Interest Expense

Interest expense has increasedby 15.65% over the financial year 2010. This is mainly explained by
increase in our deposit base by 30.59% accompanied also by fall in the interest rates of both local and
foreign currency as shown in the table below:

Interest Expense

2010

zoo9

2()()8

2007

2006

1AO 200

MUR Million

Operating Expenses

Operating expenses have increased considerably during the year which is due to the expansion
strategy of the Bank through increase in number of personnel and opening of various outlets across
the Island. Operating expenses include salaries, staff benefits, establishment, administrative and
marketing costs. It is the policy of the Bank to exercise maximum control over expenditure and at the
same time increasing retum. In this regard, the Bank has put in continuous efforts to maintain cost
within the budget plan.

Operating Expenses
220

200

180

5 160

= 
140

E rzotf 100
Ero

50

4U

ll



BRAMER BANKING CORPORATION LTD

M a n ag e me nt d is c us s i o n a nd analy s is (co nti n ue d)

Capital Structure

BBC has followed the Guidelines of the Bank of Mauritius and has implemented the Standardised Approach
to the measurement of credit, market and operational risk.

BBC has also improved its reporting on credit and market and liquidity risk exposures to senior executives.
The amount of credit risk capital is arrived at by applying the risk weights based on the external credit
assessments for sovereign, central bank and bank exposures along with the standard Basel II risk weights as

applicable under the Standardised Approach for corporate, retail, mortgage and past due exposures. The
capital charge for market risk is based on the assessment of foreign exchange risk in the Bank's trading book
and banking book, and of interest rate risk in the trading book. The computation of operational risk capital
follows the Basel II measurement methodology whereby gross income is used as a proxy for the scale of
operational risk exposure.

Capital structure and adequacy

BBC does not form part of any banking gtoup and maintains its capital structure within prudential and
supervisory limits and ensures it has adequate capacity for future development and growth.

In line with the Basel II Accord and the Bank of Mauritius Guideline on eligible Capital, BBC calculates its
capital adequacy based on the ratio of the sum of risk-weighted assets and risk-weighted off-balance sheet
exposures of the Bank to its capital base, which is calculated as the sum of Tier I and Tier 2 Capital net of
relevant deductions.

The Bank of Mauritius sets the regulatory requirements in relation to a bank's capital structure in Mauritius
and has exercised its discretion in fixing the minimum capital adequacy ratio at l0%o, that is, above the 8%o

norm of the Basel Committee.

The tables below show the components of Tier I and Tier 2 Capital for BBC and the resulting capital
adequacy ratios which stood at 11.43% as compared to the statutory requirement of l0% as shown below.

Year ended

3l-DEC-10
Rs'000

321,810

r 89.126 27 .374

Year ended Year ended

31-DEC-09 3I-DEC-08
Rs'000 Rs'000

32s,477 270,906

3 8,265

Capital Base
Tier I
Tier 2

Risk Weighted Assets
On balance sheet

Off balance sheet

Operational Risk

Market Risk

Capital Adequacy Ratio
Capital Adequacy Ratio under Basle I

510,936 352,851

3,679,oll
387,843

2,2s9,747

248,619

1,856,503

380.468 312.979 224,492

2r.2r7 29.331 5.528

4.468.539 2,850,676 2,298,134

13.45%

15.86Yo

ll.43o/o t2.38%



BRAMER BANKING CORPORATION LTD

Ma nag e me nt dis c us s io n a n d a naly s is (c o nti n ue d)

C ap it al Str uct ure (co ntin ue d)

(a) Tier 1: Core Capital

Paid up or assigned capital
Statutory reserve
Other disclosed free reserve, including undistributed balance in
Income statement created by appropriations of retained eamings
Deduct:
Intangible assets

Defened tax
50% investments in other Banks

(b) Tier 2: Supplementary capital

Reserves arising from revaluation oftangible assets
General provisions/ general loan loss reserves against
unidentified losses
Debentures
Deduct:
50% investments in other Banks

Total capital

Tier I capital
Tier 2 capital

Total (net) capital

321.810 325,477

Basle II
2010

Rs'000

200,000
36,610

153,890

(67,666)
(664)
(360)

Basle II
2010

Rs'000

2,642

36,844
150,000

(360)

189,126

Basle II
2010

Rs'000

321,810
189,126

rrolru

Basle II
2009

Rs'000

200,000
30,1 l0

I 18,160

(22,433)

(360)

Basle II
2009

Rs'000

2,102

25,632

(360)

Basle II
2008

Rs'000

200,000
23,713

65,246

(17,693)

(360)

270,906

Basle II
2008

Rs'000

13,366

,{ ?{q

(360)

zr)t+ 38,265

Basle II Basle II
2009 2008

Rs'000 Rs'000

325,477 270,906
27,374 38,265

352.851 309.171

t3



BRAMER BANKING CORPORATION LTD

Management discussion and analysis (continued)

C ap ital Str uct ur e (co nti n ue d)

( i ) Risk Weighted On Balance Sheet Assets

Cash in hand and balances
with central Bank
Gross loans and advances
Investment Securities
Cash items in the process of
collection
Claims on Banks
Fixed/ Other Assets

Acceptances
Guarantees
Letter of credit
Loans approved not yet
disbursed

Basle II Basle II
2010 2010

Rs'000 Rs'000
Exposures Exposures

before after CRM
CRM

422,927 422,92',7

3,627,006 3,467,844
386,830 386,930

8,275 8,275
1,583,292 1,583,292
362,000 362,000

Basle II Basle II
2010 2010

% Rs'000
Risk Risk

weights Weighted
Assets

35-150 2,740,352

20 1,655
20-150 575,004

100 362,000

Basle II
2009

Rs'000
Risk

Weighted
Assets

1,648,270-

12,802
271,057
327,618

Basle II
2008

Rs'000
Risk

Weighted
Assets

1,510,724_

4,574
I19,840
221,365

6,390,330 6,231,168

( ii ) Risk Weighted Off Balance Sheet Assets

3,67g,oll 2,259,7 47 1,856,503

Basle II
2010

Rs'000
Exposures

before
CRM

40,666
184,890
143,701

92,933

Basle II
2010

Rs'000
Exposures
after CRM

40,666
184,890
143,701

92,933

Basle II Basle II
2010 2010

% Rs'000
Risk Risk

weights Weighted
Assets

100 40,666
100 184,890
100 t43,701

20 18,586

Basle II
2009

Rs'000
Risk

Weighted
Assets

21,500
63,333

13t,943

31,843

Basle II
2008

Rs'000
Risk

Weighted
Assets

31,339
31,820

I 15,909

32,543

462,190 462,190 387,843

Basle II
2010

Rs'000

253,645
38,047

248,619 2tt,6ll

Basle II Basle II
2009 2008

Rs'000 Rs'000

208,653 149,661
31,298 22,449

( iii ) Weighted Operational Risk Assets

Average Income for last 3 Years
Capital Charge (15%)

Equivalent Risk ll/eighted Assets

t4

380.468 312p79 224,492



BRAMER BANKING CORPORATION LTD

M a nag e me nt dis c us s io n a nd a naly s is (co nt i n ue d)

Capilal Str ucture (contin ued)

( iv ) Risk Weighted On Balance Sheet Assets

Basle II Basle II Basle II
2010 2010 2010

Rs'000 Rs'000 Rs'000
Gross Gross Net
Spot Spot Spot

Claims Liabilities

Basle II Basle II
2009 2008

Rs'000 Rs'000
Net Net

Overall Overall
Position Position

Basle II
2010

Rs'000
Net

Overall
Position

USD
GBP
EUR
JPY
Others

Rupee balancing item

Aggregate Net Open
Foreign Position

1,254,184 15,490
128,097 (1,476)
495,666 (1,290)
48,026 74
14,248 5,653

15,490 12,311 (3,031)
(1,476) 2,302 654
(r,290) 2,811 4,248

74 61 626
5,653 1t,846 (2,244)

18,451 29,331 253

21,217 29,331 5,528

1,269,674
126,621
494,376

78, I 00
19,901

a

a

The Bank manages capital with the following objectives:

To comply with capital requirements set by the Bank of Mauritius.
To enable the Bank to continue as a going concern to provide returns to the shareholders and to
enlarge other stakeholders benefits.
To build a solid capital base to fuel growth and development of its banking business.

The Bank falls under the purview of the Bank of Mauritius for its supervision which requires the
industry to hold a capital adequacy ratio of 1 0olo compar ed to 8%o set by the Basle Accord.

The Bank manages its capital into two tiers on the lines given by the Bank of Mauritius:

o Tier lcapital includes share capital, retained eamings and reserves created by appropriations of
retained eamings; and

. Tier 2 capital comprises of general banking reserye and revaluation reserve which arose from the
revaluation of its properties. The local regulation requires that only 45o/o of revaluation reserve is
taken into consideration on determining the capital adequacy ratio.

The regulatory capital is then determined by deducting investments in shares.

The risk-weighted assets are measured by means of a hierarchy of five risk weights classified
according to the nature and reflecting the risk. Off-balance exposure is determined in a similar
way after adjusting for more contingent nature of the potential loss.



BRAMER BANKING CORPORATION LTD

Ma n ag e me nt dis c us s io n a nd an aly s is (co nt i n ue d)

Cap ital Str uct ure (co ntin ue d)

Credit Risk

BBC applies the Guidelines issued by the Bank of Mauritius on Standardised approach to Credit Risk
for its evaluation of the Capital requirements for Credit Risk, The regulatory credit risk capital
requirement is determined by applying the appropriate risk weights provided in the guidelines to the
credit based on its rating assigred by Extemal Credit Assessment Institutions, particularly for
sovereign, Central banks of other countries as well as other banking institutions, to each credit
exposure.

BBC uses the ratings of Standard & Poor's Rating Services, Moody's Investors Services and Fitch
Ratings in line with the Guideline on the Recognition and Use of Extemal Credit Assessment
Institutions issued by the Bank of Mauritius.

In line with the guidelines, remaining exposures are assigned standard Basel II risk weights as

follows:

Claims of up to MUR 5 million secured by residential property
(subject to a loan-to-value ratio not exceeding 80%o)

Individual retail exposure not exceeding MUR l2 million

Claims on corporate exposures

Claims that are past duefor more than 90 days andfor which specific
provisions are less than 20% of the outstanding amount of the loan

35%

75%

r00%

150%

Risk-weighted assets are determined by weighing on-balance sheet items and off balance sheet
exposures are also weighed according to their perceived level of risk.

t6



BRAMER BANKING CORPORATION LTD

M a nag e me nt dis c us s io n a nd a naly s is (co nt i n ue d)

Risk manugement policies and controls

Risk, to varying degrees, is present in all business activities of a financial services organization, so
effective risk management is fundamental to the success of BBC. The primary goals of risk
management are to ensure that the outcomes of risk-taking activities are predictable and consistent
with BBC's objectives and risk tolerance, and that there is an appropriate balance between risk and
reward in order to maximize shareholder retums.

BBC has a comprehensive risk management framework to identify, measure, monitor, evaluate and
manage the principal risks assumed in conducting its activities.

BBC has adopted the Basel II recommendations and is compliant with the Bank of Mauritius
guidelines.

These risk exposures include:
o Credit
o Market
o Liquidity
o Operational

BBC's Risk Management team is responsible for the design and application of BBC's risk
management framework, and is independent of BBC's business units.

The framework is integrated with BBC's strategy and business planning processes. The effectiveness
of this framework is enhanced by strong risk govemance, which includes active participation of the
Board of Directors, senior executive and business line management in the risk management process.

The framework has four main comoonents:

Each of these components is continually reviewed and updated to ensure that they are consistent with
risk-taking activities, and that they remain relevant to the business and financial strategies of BBC.

t7



BRAMER BANKING CORPORATION LTD

Management discussion and analysis (continued)

Risk management policies and controls (continued)

Risk Management Frsmework

Policies & Limits

The Board of Directors is responsible for the Risk Management and the procedures in place within the
bank. The Risk Management policies and procedures are approved by the Board Risk Management
Committee and the same committee sets risk limits and tolerances level to guide risk-taking within the
bank,

Policies also provide guidance to the businesses and risk management unit by setting the boundaries
on the types of risks BBC is prepared to assume.

Guidelines

Guidelines are the directives provided to implement policies as set out above. Generally, these
describe the facility types, aggregate facility exposures and conditions under which BBC is prepared
to do business. These may change from time to time, due to market or other circumstances. Risk
taking outside of these guidelines is usually approved by BBC's Credit Committees, ALCO or the
Board.

Processes & Standards

Processes are the activities associated with identifoing, evaluating, documenting, repofiing and
controlling risk. Standards define the breadth and quality of information required to make a decision,
and the expectations in terms of quality of analysis and presentation.

Meas urement, Mo niloring and Reporting

Reporting tools are also required to aggregate measures of risk across products and businesses for the
purposes of ensuring compliance with policies, limits and guidelines and providing a mechanism for
communicating the amounts, types and sensitivities of the various risks in the portfolio. This
information is used by the Board and senior Management to understand BBC's risk profile and the
performance of the portfolio.

Internal Audit independently monitors the effectiveness of risk management policies, procedures and
intemal controls through periodic testing of the design and operation of the processes related to the
identification, measurement, management, monitoring and reporting of risks.
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Management discussion and analysis (continued)

Risk management policies and controls (continued)

Ris k Management Framewo rk (continued)

BBC Implements its risk management framework using a committee structure as outlined below:

Credit Risk Management

Credit risk is the risk of loss resulting from the failure of a borrower or counterparty to honour its
financial or contractual obligations to BBC. Credit risk is created in BBC's direct lending operations,
and in its funding, investment and trading activities where counterparties have repayment or other
obligations to BBC and include the following risks:-

o Default risk - obligor fails to service debt obligations
o Recovery risk - recovery post default is uncertain
. Spread risk - credit quality of obligor changes leading to a fall in the value of the loan
o Concentration risk - over exposure to an individual obligor, group or industry
o Conelation risk - concentration based on common risk factors between different borrowers,

industries or sectors which may lead to simultaneous default.

The effective management of credit risk requires the establishment of an appropriate credit risk
culture. Key credit risk policies and credit risk management strategies are important elements used to
create this culture.

The Board of Directors, both directly or through its subcommittee, reviews and approves the BBC's
credit risk strategy and credit risk policy on an annual basis.
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Management discussion and analysis (continued)

Risk management policies and controls (continued)

C redit Ris k Manageme nt (co ntinued)

The credit risk strategy defines target markets and risk tolerances that are developed. The objectives
of the credit risk strategy are to ensure that for the Bank, including the individual business units:-

. target markets and product offerings are well defined,
o the risk parameters for new risks and for the portfolios as a whole are clearly specified, and
o Transactions, including origination, and loan sales are managed in a manner to ensure the

goals for the overall portfolio are met.

Credit Approval Process

Credit risk management policies are developed by Senior Management and detail, among other things,
the credit rating systems and associated parameter estimates as well as the delegation of authority for
granting credit, calculating the allowance for credit losses and authorizing write offs. They form an
integral part of policy and procedure structure encompassing govemance, risk management, and
control.

Corporate Portfolio management objectives and risk diversification are key factors in setting policies
and limits. Credit risk limits covering specified industries, and single name/aggregation exposures are
reviewed and approved by the Board Risk Management Committee annually, and applied through the
credit origination process.

Consistent with the Board-approved limits, business and personal credit exposures are segmented into
major industry groups. The risks in these industry groups are managed through limits, and lending
criteria and guidelines relevant to each particular industry.

Borrower limits are set within the context of established guidelines for individual oorrowers,
particular industries, and certain schemes of lending, to ensure the Bank does not have excessive
concentration in any single borrower, or related group of bonowers, industry sector. Risk is also
mitigated through the selective sale of loans.

If, in the judgment of management, an account requires the expertise of specialists in restructuring, it
will be transferred to a special department for monitoring and resolution.

The decision-making process for corporate and personal credit exposures is intended to ensure that
risks are adequately assessed, properly approved, continually monitored and actively managed. All
significant credit requests are processed through the corporate banking unit for analysis and
recommendation.

The decision-making process begins with an assessment of the credit risk of the individual borrower
or counterparty. Key factors considered in the assessment include:-

o the borrower's current and projected financial results and credit statistics;
o the industry in which the borrower operates and economic trends;
o geopolitical risk;
o Borrower's business management ability;
o Collaterals and inscriptions if any.
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Ma nag e me nt dis c us s io n a n d a naly s is (co nt i n ue d)

Risk management policies and conlrols (continued)

Credit App roval Process (co ntinued)

There are several levels of authority starting from the Credit Underwriting Team, Management Credit
Forum, the Board Credit Committee to the Board of Directors. Each approving authority has been
delegated a specific approving limits depending on extent of facility and collaterals to be provided.

Credit Risk Mitigation

The bank uses different techniques to mitigate the credit risk. Before approval of the facility, various
techniques are used to supplement the risk analysis of individual borrowers and credit portfolios.

Retail banking units and Global Business Unit review the various segments of the credit portfolio on a
regular basis to assess whether any event may affect the performance of the portfolio, and to
determine whether corrective action needs to be taken.

The results of these reviews are reported to the Watch-list Committee and, when significant, the Risk
Committee of the Board of Directors. The CEO makes recommendations to the Board of Directors or
the Board Risk Management Committee regarding amendments to credit policies, including limit
adjustments.

The decision-making process for consumer loans is intended to ensure that credit risks are adequately
assessed, properly approved, continually monitored and actively managed. Generally, decisions on
consumer loans are not based on risk ratings (like for business loans), which are generated using a
predictive credit scoring model.

The Bank's credit decision and portfolio management methodology is designed to ensure consistent
early identification of problem loans. The Bank's rigorous credit analysis methodology and risk
modelling is customer focused, rather than product focused.

We believe that a customer-centric approach provides better risk assessment
approaches, and should result in lower loan losses over time.

BBC is utilizing the standardized approach for credit risk under Pillar I of Basel ll
also accepting the credit assessments from the three main credit rating agencies
Poor, Moody, and Fitch.

than product-based

agreement. BBC is
namely Standard &

Credit Risk Exposure

BBC regularly reviews the diversification of its credit portfolio and factors in changes in the
economic environment. As far as possible, BBC refrains from having concentrations of risk
associated with large exposures, representing credit risk concentration through large advances to
single or groups of related clients. While being an important element in the management of risk
exposure, the capital strength is a factor that quite often limits the appetite.
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Management discussion and analysis (continued)

Rish management policies und controls (continued)

Credil Risk Exposure (continued)

Credit Distribution to the different sectors of the economv as
was as follows:

at close of business for last three years
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C red it Ris k Co n ce ntratio n

BBC complies with the Guideline on Credit Concentration Risk. It is BBC's policy to limit credit risk
exposures and concentrations within the constraints of the Bank's capital base. BBC's credit portfolio
is thus also diversified by industry and Senior Management and the Risk Management Committee of
the Board regularly reviews and monitors the credit risk concentration aggregating to more than l5olo
of its capital base, classified by industry sector.

TlRdels
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Management discussion and analysis (continued)

Risk management policies ancl controls (continued)

Credit Risk Concentratio n (continued)

The guideline on Credit Concentration Risk of the Bank of Mauritius requires:-

. "Credit exposure to a single customer shall not exceed 25 per cent of the bank's capital base;
o Credit exposure to any group ofclosely-related customers shall not exceed 40 per cent ofthe

bank's capital base; and
. Aggregate large credit exposures to all customers and groups of closely-related cuslomers

shall not exceed 800 per cenl of the bank's capital base"

BBC has complied with the above requirements and remains within the regulatory limits.

The six most significant individual concentration cases (in respect of one customer or group of related
customers), before the setting off exercise against cash collateral, represent an amount of MUR 802
million represent 157 % of BBC's capital base.

Its total large exposures after setting off against cash collateral represent only l9l%o of the capital
base, well within the 800% allowed under the guideline.

The following table shows a breakdown of the bank's top credit exposures above 75%o of the Capital
Base after set-off.

A l7 5.724 7 5.724 34%
B r92.059 46.120 45.939 29%
C r32,563 32.563 26%
D t16,437 16.43',7 23%
E 94,000 94,000 r8%
F 91.440 91.440 t8%
G 86,13 r 86.r31 t7%

Related Party Transactions

BBC provides regular banking services to its related parties in the ordinary course of business. These
services are on terms similar to those offered to non-related parties.

The oversight responsibilities of the Conduct Review Committee (CRC) with respect to related party
transactions include reviewing policies and practices for identif,ing transactions with related parties
that may materially affect BBC, and reviewing the procedures for ensuring compliance with the
Banking Act and Guidelines from the Bank of Mauritius for related party transactions.

In addition, Bank has various procedures in place to ensure that related parly information is identified
and reported to the CRC on a quarterly basis. The CRC is provided with detailed reports that reflect
BBC's compliance with its established procedures.
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M a n ag e me nt d is c us s io n o n d a naly s is (co nti n ue d)

Risk management policies and controls (continued)

Related Party Transactions (continued)

BBC's Audit Department carries out audit procedures as necessary to provide the CRC with reasonable
assurance that BBC's policies and procedures to identify, authorize and report related party transactions are
appropri ately d es i gned and operating effectively.

Outstanding loans to executive officers of BBC totalled MUR 17.6 million as at December 2010.

On and off balance Sheet Exposures to Related Parties after set off amount to MUR 146 million, representing
3 .3 Yo of aggregate on and off balance sheet exposures and 45 .3o/o of Tier I Capital.

No related party exposure is non-performing.

The six highest exposures to related parlies amount to MUR l4l.l million and representing 43,8 oh of Tier I
Capital.

Further details are provided in note 32 to the accounts.

Provisioning

The table below shows the allowances for credit risk (Specific and portfolio, and the breakdown into Segment
A and B for the last three years.

SA - Specific Allowance
PA - P ortfo li o A I I ow anc e

TA- Total Allowance
Amount in MUR'n

2010 2009 2008
Segment A B A B A B Bank A B Bank A B Bank
Sector SA SA PA PA TA TA TA TA TA TA TA TA TA
Asriculture and fishinp 0.8 08 0.8 0.8 0.8 0.4 04
Manufacturino 23.8 2.6 0l 26.4 0.1 26.5 22.3 22.3 '76 7.6
Tourism 0.1 0.1 0.1

Transoort 1.9 1.0 2.9 2.9 2.2 2.2 1.4 1.4
Construclion 19.3 13.9 33.2 )).2 24.4 24.4 8.4 8.4
Traders t.) 5.5 12.8 12.8 16.8 16.8 12.8 12.8
Financial qnd business
servrces

IJ 1.3

Personal t0.7 4.1 14.8 14.8 A1 4.7 4.0 4.0
Professionql 2.0 2.0 2.0
Others 0.1 0.1 0.1
Totul 63.2 29.9 0.1 93.1 0.1 93.2 71.2 1.3 1)< 34.6 34.6
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M a n ag e me nt dis c us s io n a nd a n a ly s is (c o nti n ue d)

Risk management policies snd controls (continued)

P rovis io ning (continued)

The non performing status by Sector and Segment for year 2010 is given in the table below:-

Agriculture and fishing
Manufacturing
Tourism
Transport
Construction
Traders
Financial and business
Services
Personal
Professional
Others
Total
% gross NPA by
Segment

The trend in the status of Non-performing
reoresented below.

Sesment A Sesment B Bank
Gross
Loans NPA

Gross
Loans NPA

Vo

NPA
by

sector
Rs'000 Rs'000 Rs'000 Rs'000

33,798 33.798

264,963 4,501 61,236 326.199 4,501 1.38

275.741 200 215,141 200 0.07
59.252 2.670 59.252 2.670 4.51

1,366,537 48,315 1_366.s37 48.3 r 5 3.54
576.421 I 1,888 1.5 t4 s77.935 1,888 2.06

83,961 61,421

760.623 18.237 160.623 18.237 2.40
25.901 25.901
55,718 284 55,718 284 0.51

3.502.915 86,095 124,171 3.627.086

2.42.5

Loans by sector for the past three years is diagrammatically

NPL by Sector

70%

60%

so%

40%
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r YR 2010 r YR 2009 di YR 2008
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Manageme nt disc ussio n and analy sis (co ntin ued)

Risk management policies and controls (continued)

Provisio ning (co ntinued)

The trend in Non Performing loans Percentage for BBC by segment over the past three years to gross
loans and advances by segment is illustrated below.

NPL by Segment

5"/o

o%

SegrnentA SegmentB Bank

rYR2O]'O rYR2OO9 w YR2OO8

Market risk

Market risk arises from adverse movement in market prices and rates (including interest rates, credit
spreads, equity prices and foreign exchange rates), the correlations among them, and their levels of
volatility.

A description of each market risk category is provided below:

Inlerest rate risk

This is the risk of loss due to: changes in the level, slope and curvature of the yield curve; the
volatility of interest rates; and mortgage prepayment rates.

Foreign cutency risk

This is the risk of loss due to changes in spot and forward prices, and the volatility of currency
exchange rates.

50,6

4o'(,

toA

2aA

t96
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Management discussion and analysis (continued)

Risk management policies and controls (continued)

Market Risk (co ntinued)

Equity risk

This is the risk of loss due to changes in the prices, and the volatility, of individual equity instruments
and equity indices.

Sound market risk management practices include the measurement and monitoring of market risk as

well as the communication and enforcement of risk limits throughout the Bank's trading businesses.

Market risk is monitored consistently and reported to the senior management on a daily basis and to
BBC's Asset and Liability committee ("ALCOM"). Movements of major currencies, trends and

forecasts are analysed in ALCOM. Furthermore, the matching of BBC's Assets and Liabilities is
closely monitored by using gap analysis.

Interesl rate risk

BBC actively manages its interest rate exposures with the objective of enhancing net interest income
within established risk tolerances. Interest rate risk arising from BBC's funding and investment
activities is managed in accordance with established procedures which are designed to control the risk
to income and economic value of shareholders' equity. The impact of the effect of a specified shift in
interest rates on BBC's annual net income and the economic value are oeriodicallv assessed.

Interest rate exposures in individual currencies are

simulation modelling, sensitivity analysis and Value
planning purposes.

Foreign Exchange risk

also controlled by gap limits, Gap analysis,
at Risk are used to assess exposures and for

Foreign Exchange risk is defined as the risk arising from movement in exchange rate from one
currency to another. The bank mitigates this risk by exercising stringent control over its foreign
currency exposure by setting prudential limits. The overall exposure to Foreign Exchange is reported
by the treasurer to the Asset and Liability Committee ("ALCOM").

Liquidity risk

Liquidity risk is the risk that BBC is unable to meet its financial obligations on a timely manner at
reasonable prices. Financial obligations include mainly liabilities to depositors, and lending and
investment commitments.

Effective liquidity risk management is essential in order to maintain the confidence of depositors and
counterparties, and to enable our core business to continue to generate revenue, even under adverse
circumstances. This risk is managed within the framework of policies and limits that are approved by
the Board of Directors.

ALCOM provides senior management oversight of liquidity risk and meets on a weekly basis to
review BBC's liquidity profile.
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Ma nag e me nt dis c us sio n and a n a ly s is (c o nt in ue d)

Risk managemenl policies and conlrols (continued)

Liq uidity Risk (continued)

The key elements of our liquidity risk framework are:

. Measurement qnd modelling
BBC's liquidity model measures and forecasts cash inflows and outflows, including off-
balance sheet cash flows.

. Fundingdiversification
BBC actively manages the diversification of its deposit liabilities by source, type of depositor.

. Core liquidity
BBC maintains a pool of highly liquid, unencumbered assets that can be readily sold or
pledged to secure borrowings under stressed market conditions or due to company-specific
events. The Bank also maintains liquid assets to support its intra-day settlement obligations in
payment, depository and clearing systems.

Operational risk

Operational risk is the risk of loss, whether direct or indirect, to which BBC is exposed due to extemal
events, human enor, or the inadequacy or failure of processes, procedures, systems or controls.
According to the Basel Committee, it is defined as: "the risk of loss resulting from inadequate or
failed internal processes, people, systems or external events. " Operational risk, in some form, exists
in each of BBC's business and support activities, and can result in financial loss, regulatory sanctions
and damage to BBC's reputation.

BBC has developed policies, standards and assessment methodologies to ensure that operational risk
is appropriately identified, managed and controlled.

The goveming principles and fundamental components of BBC's operational risk management
approach include:

I Accountability in the individual business lines for management and control of the significant
operational risks to which they are exposed.

. A robust internal control environment.

. An effective organization structure through which operational risk is managed, including:

o A Board of Directors responsible for sound corporate govemance.
o Executive management who have clearly defined areas of responsibility.
o Independent specialists responsible for developing methods to control/mitigate specific

components of operational risk, including codifying policies and processes required to
control those specific risks.

o Separation ofduties between key functions.
o An independent intemal audit department responsible for verifing that significant risks

are identified and assessed, and for determining whether appropriate controls are in place
to ensure that overall risk is at an acceptable level.
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Management discussion and analysis (continued)

Risk management policies and conlrols (continued)

Internal audit

The intemal audit directly reports to the Audit Committee. It performs an independent appraisal of
the Bank's compliance with intemal control systems, accounting practices, information systems,
providing assurance regarding the Bank's corporate govemance, control systems, and risk
management processes. This function operates as per good corporate govemance practices,

A summarised implementation status of all issues of the intemal audit report is communicated to the
management on a monthly basis.

Compliance

BBC is committed to the highest standards of business integrity, transparency and professionalism in
its activities. The purpose of compliance function is to ensure that all business transactions and
activities comply with appropriate laws, regulations, policies, guidelines and ethical standards.

The compliance function operates as per good corporate govemance practices. This unit is fully
operational and attends regularly all the Compliance Committees organised by the Bank of Mauritius.
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Slatemenl of corporate governance practices

S h are ho lding Structure

The shareholding structure of the Bank as at 3 I Dec 20 I 0 was as follows:-

Bramer Holding Co Ltd
Domasol Limited

5t%
49%

a

a

a

Bramer Holding is a wholly owned subsidiary of BAI Co (Mtius) Ltd which in tum is wholly owned by
British American Investment Co (Mtius) Ltd ("BA Investment"). BA Investment is a wholly owned
subsidiary of Seaton Investment Ltd. These companies are incorporated in the Republic of Mauritius while
Domasol Limited is a company incorporated in Malta.

The Board of Directors

Company law requires the Board to prepare financial statements for each financial year which indicates
fairly the financial position, financial performance, changes in equity and cash flows of the Bank. In
preparing those financial statements, the Board is required to:

select suitable accounting policies and apply them consistently;
make judgements and estimates that are reasonable and prudent;
state whether Intemational Financial Reporting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and
prepare the financial statements on the going concem basis unless it is inappropriate to presume that the
Bank will continue in business.

The Board confirms that the above requirements in preparing the financial statements have been respected.

The directors of the Bank are responsible for keeping proper accounting records which disclose with
reasonable accuracy at any time the financial position of the Bank and to enable them to ensure that the
financial statements comply with the Banking Act 2004 and the Mauritius Companies Act applicable to
banks. They are also responsible for safeguarding the assets of the Bank and hence for taking reasonable
steps for the prevention and detection offraud and other irregularities.

The Board of Directors delegates the day to day running of the Bank to the Chief Executive Officer (CEO)
and to various forums and committees.

The Board of Directors is made up of the following Members;

Mr Hassam A.M. Vayid GOSK - Chairman
Mr Yatemani Gujadhur CSK - Vice Chairman
Mr Dawood A. Rawat
Mr Saleem R. Beebeejaun
Mr Farouk A.A. Hossen OSK
Mr Shivananda P. Mootien
Mr Eddy Yeung Kan Chin
Mr Eric Series
Mr Mohammed Hassan M.H. Al-Hamadi
Mr E.M. Swadeck Taher OSK
Mr Jairaj Sonoo MSK

Appointment date

0l April2008
0l April2008
0l April2008
0l April 2008
01 April2008
01 April2008
0l April 2008
l7 December 2009
l7 December 2009
0l March 2011
01 March 2011

Resignation date

0l March 201I

0l March 201 I
28 February 201I
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Statement of corporate governance practices (continued)

The bank does not have altemate directors. Mr Jairaj Sonoo was appointed as director in March 201I as

the Board usually allows itself a period to assess the performance of the CEO before appointing him as

director.

The Board of Directors

BBC believes that sound corporate govemance standards and practices are vital for maintaining the
confidence in the banking system and for maximizing long term value creation for the shareholders. The
Bank's Corporate Govemance principles are deeply entrenched in its culture and are reflected through the
Bank's values namely Value Creation, Enabling People and Integrity.

The Board of Directors of the Bank values the importance of such sound corporate governance standards
and practices and is fully committed of the Bank's initiatives and has given full support to ensure the
maintenance of highest standards of corporate govemance in all aspects of the Bank's business.

Common Directorship

Other Dlrectorshlp

Dlrectors
Date ol

Appointment
BBC

Bramer Holding Co

[td
8Al Co (Mtiusl ttd

Eritish American
Investment Co

(Mtlus) ttd
!4r Dawood A Rawat 1-Apr08
vlr Omar Farouk A A HossenO S /( 1-Apr08
vlr Shivananda P Mootien 1-ADr-08

vlr. Yatemani GujadhurCS.( 1-Aer-08
Vlr Hassam A.M, Vayidc.O.5.K 1-Apr-08

vlr Mohammed Hassan M H. Al-Hamadi 17-Dec-09
vlr E. M. Swadeck TaherO S ( 1-Mar-11

v1r. Jairaj Sonoo M.5 /( 1-Mar-11

vlr. Saleem R Beebeejaun ( Resigned on 01.03 2011) 1-Apr-08

Vlr Eddy Yeung Kan Chin ( Resigned on 28 02 2011) 1-Apr-08

/r. Eric Series ( Resigned on 28 02 2011) 17-Dec-09

The Bank's Corporate Govemance framework follows the principles and best practices as laid out in the
Mauritius Code of Conduct on Corporate Govemance (Revised 2005) (the Code), the Guidelines on
Corporate Govemance issued by Bank of Mauritius and also subscribes to industry and international best
practices.

This Statement on Corporate Govemance serves to outline how the Bank has applied the principles and best
practices,
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St ale me nt of c o rp o r ate g ov er n a nc e pr act ic e s (c o nti n ue d)

Board of Directors
As at 31" December 2010, the Board comprised 9 non executive members of whom 5 are independent.

The Board is led by the Chairman, Mr. Hassam A.M. Vayid G.O.S.K, who is an independent non-
executive Director appointed in April 2008. Mr Hassam Vayid is the former Chief Manager of Mauritius
Commercial Bank with 40 years of loyal service with that institution before his retirement and is well
respected for high standards of integrity and conduct. He brings a wealth of knowledge and experience to
the Board. He is currently an independent director of various companies including Currimjee Jeewanjee and

Co Ltd, Cunimjee Ltd, Soap and Allied Industries, Quality Beverages Ltd and Margarine Industries Ltd.

Mr. Yatemani Gujadhur C.S.K has been a Fellow of the Institute of Financial Services (FCIB) since
2002. He completed the Associate Examination of the Chartered Institute of Bankers UK (ACIB) in 1974.
Mr. Gujadhur has essentially spent his entire career, at Barclays Bank Plc from 1964 -2002 both at
Intemational and domestic levels, where he retired as Corporate Affairs Director tn2002. He was appointed
as an Independent Director to the Board of the Bank and Vice Chairman thereof in April 2008. He holds
other directorate andlor Chairmanship as an Independent Director namely, Long Investment (Mauritius)
Limited, Taysun Corporate Services Ltd and Marshal Group of Companies in the global business sector
licensed by the FSC and two local companies forming part of the Ravate Group of Reunion Island
operating in the EPZ and Freepoft sector. He was decorated by the President of the Republic of Mauritius
in 2002 as the Commander of the Order of the Star and Key of the Indian Ocean (C.S.K.) for his
contribution in the field of banking and finance. In January 2011, the President also confirmed his
appointment as the Hon. Consul of the Republic of Slovakia.

Mr. Dawood A. Rawat was appointed Non-Executive Director to the Board in April 2008. He is the
Chairman of Seaton Investment Ltd, holding company of British American Investment Co. (Mtius) Ltd
and also sits on other subsidiary Boards of companies forming part of the British American Group. Mr.
Rawat also holds directorships in the Bahamas and Malta (GlobalCapital plc, which is listed on the Malta
Stock Exchange).

Mr. Saleem R. Beebeejaun is a Fellow of the Chartered Institute of Insurance and a former president of the
Mauritius Insurers Association, Mr. Beebeejaun was appointed Non-Executive Director to the Board in
April2008. He is presently the Chairman and Chief Executive Officer of British American Investment Co.
(Mtius) Ltd. Mr. Beebeejaun is a member of several other Boards and Sub-Committees of the British
American Group in Mauritius, Kenya and Malta. He is also the Honorary Consul of Malaysia in Mauritius.
Mr. Beebeejaun resigned as a board member in March 201 1.

Mr. Shivananda P. Mootien was appointed Independent Director to the Board in April 2008. He is a
retired banker with 36 years of service with wide experience in Risk Management, having been a Director
of the Risk Department of Barclays Bank Plc. He also sits on various subsidiary boards and Sub-
Committees of companies forming part of the British American Investment Group including BAI Co
(Mtius) Ltd, The Mauritius Leasing Company Limited and British American Investment Co. (Mtius) Ltd.

Mr. Omar Farouk A. A. Hossen O.S.K was appointed Independent Director to the Board in April 2008.
He holds the Fellowship of the Association of British Opticians and also the Honors Fellowship Diploma
for practice in contact lenses. He is a respected businessman and founder of Farouk Hossen (Medic Optics)
Ltd, Farouk Hossen (Opticians) Ltd, Farouk Hossen (Optical Manufacture) Ltd, Farouk Hossen (Optical
Supplies) Ltd, Vision Hut Ltd and Shapes & Shades Ltd, respectively. He is a former Director of State
Bank of Mauritius Ltd and also sits on various subsidiary boards and Sub-Committees of companies
forming part of the British American Investment Group including British American Investment Co. (Mtius)
Ltd and the Mauritius Leasing Company Limited.
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State me nt of corpo rate governance practices (co nlinued)

Board of Directors (continued)

Mr. Eddy Yeung Kan Ching was appointed Independent Director to the Board in April 2008. He is holder
of a Diploma in Sugar Technology and a Diplome Superieur en Administration des Entreprises. He had a

long career with the CIEL Textile Group. ln 2002, he was promoted to Chief Operating Officer of CIEL
Textile Ltd responsible for the Capital Intensive Operations of the said Group. Mr. Yeung resigned as a

Board member in March 201l.

Mr. Eric Series was appointed Non-Executive Director to the Board in December 2009. He is the

Chairman of the Board of Avenport Investment Corporation. He is also a director of Fairmont Raffles
Hotels Intemational and holds other directorship overseas.

Mr. Mohammed Hassan M. H. Al-Hamadi was appointed Non- Executive Director to the Board in
December 2009. He has expertise in Electronics Engineering, Administration and has comprehensive work
experience, having occupied several senior posts. He is currently the Vice-Chairman of a Qatar based firm
and also holds other Directorships in Qatar.

Mr. E. M. Swadeck Taher, O.S.K was appointed Non-Executive Director to the Board in March 201 l. He
is a Fellow of the Institute of Chartered Accountants in England and Wales, a Fellow of the Association of
Chartered Certified Accountants and holds the Corporate Finance Qualification from the ICAEW. He is a
former member of the Board of the Financial Reporting Council, a former President of the Mauritius
Institute of Professional Accountant and was awarded the ACCA Achievement Award in 2007 for his
contribution to the accounting profession in Mauritius. He was formerly in practice before joining the
British American Investment Group in 1998. He is a member of various subsidiary Boards of companies
forming part of the British American Investment Group.

Mr. Jairaj Sonoo, M.S.K was appointed Executive Director to the Board in March 20l l and is also the
Chief Executive Officer of the Bank. Mr. Sonoo has more than 30 years of experience in the Banking
Industry, both locally and internationally. He was formerly the Divisional Leader of State Bank of
Mauritius Ltd (SBM) and Executive Vice President of SBM lndian Operations. He joined the British
American Investment Group in March 2010 as Head of Banking Division of the Bank before acceding to
the post of Chief Executive Officer in June 2010. Mr, Sonoo holds an MBA from Surrey University, U.K.

All the Directors of the Bank have met the fit and proper criteria for appointment of Directors as set out by
the Bank of Mauritius. All independent Directors act independently from Management, and do not
participate in any business transaction that may impair their independent judgment and decision-making.
Both the Board size and composition also meet the best of practices and serves as a foundation for an

effective and high performing Board to lead and control the Bank,

Directors' Ethics

The Directors act with utmost good faith towards the company in any transaction and act honestly and
responsibly in the exercise of his powers in discharging his duties.

Statement of Remuneration Policy

Executive remuneration packages are prudently designed to attract, motivate and retain Directors, executive
management and senior management of high calibre needed to maintain the Bank's position in the market.
It is also designed to reward them for enhancing the Company's performance. The review of their
performance and the determination of their annual remuneration packages are considered and approved by
the Remuneration Committee.
Our executive director is far from the statutory retirement age.
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BRAMER BANKING CORPORATION LTD

State me nt of corp orate governance practices (contin ued)

Directors' Emolumenls

Remuneration and benefits of directors and key management personnel

follows:-

Emoluments:

Non executive directors

Key management personnel

Directors' shareholding in the Bank

2010
Rs'000

1,450

29,356

paid during the

2009
Rs'000

2,170

13,'163

financial year are as

2008
Rs'000

3,66r

I I,985

Remuneration paid to each individual director has not been disclosed as the directors consider this

information as very sensitive in this very competitive market.

Fixed-term contracl

Mr Jairaj Sonoo M.S.K, the Chief Executive Officer, has a service contract of five years with the bank.

Duties and Responsibilities of the Board

The Board is the ultimate decision-making body of the Bank, except with respect to matters reserved for
shareholders. It acts as an advisor to Management and defines and enforces standards of accountability, all
with a view to enabling Management to execute its responsibilities effectively.

The Board's principal responsibilities include:
. To provide clear objectives and policies within which senior executives of the Bank are to

operate.
. To ensure that there are adequate controls and systems in place to facilitate the implementation

of the Bank's policies.
. To monitor Management's success in implementing the approved strategies, plans and budget.
. To understand the principal risks of all aspects of the business in which the Bank is engaged in

and ensure that systems are in place to effectively monitor and manage these risks with a view
to the long-term viability and success of the Bank.

. To monitor and assess development which may affect the Bank's strategic plans.

. To review the adequacy and the integrity of the Bank's internal control systems and

management information systems, including systems for compliance with applicable laws,

regulations, rules, directives and guidelines.
. To monitor market and liquidity risks, the quality of the Bank's exposure and changes in the

Bank's resources.
. To avoid conflicts of interest and ensure disclosure of possible conflicts of interest.
. To uphold and observe banking and relevant laws, rulings and regulations.



BRAMER BANKING CORPORATION LTD

Statement of corporate governance practices (co ntin ued)

Board and Commiltee allendance in 2010

Mr Hassam A M. Vayid G.O.S.K
Chairman

4 7 to '| 4

Mr Yatemani Gujadhur C.S.K
Vice-Chairman

lndeDendent 4 6 16

Mr Dawood A Rawel Non-Executive ,|

Mr Saleem R. Beebeejaun Non-Executive
1 1 3

Mr Shivananda P. Mootien Independent 4 4 5 17 1

Mr Omar Farouk A A Hossen O.S.K Independent
J 4

Mr Eddy Yeung Kan Ching Independent 4 2 7

Mr Mohammed Hassan M. H. Al Hamadi Non-Executive

Mr Eric Series Non-Executive
1

No of Moetings Held 4 4 7 17 4

Board meetings are usually held at the Board Room, 6th Floor, BAI Building, No. 25, Pope Hennessy

Street, Port Louis.

Board Committees

In discharging its duties, the Board delegates specific responsibilities to various Board Committees. These

Committees operate within clearly defined terms of reference. The structure under which the bank operates

ensures effectiveness in the oversight function. Reports of the respective Committees' meetings are presented to

the Board for information and where required, for further deliberation.

The Committees reporting to the Board are as follows:

o Audit Committee
o Conduct Review Committee
o Credit Committee
o Board Risk Management Committee
o Nomination and Remuneration Committee
o Corporate Govemance Committee

Members of Sub-committees of the Board are exclusively Board Members, who are elected at Annual
shareholders' meeting of the bank. Following reconstitution of the Board, membership of the Sub committees is

accordingly reviewed.
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State me nt of co rpo rate governance practices (co ntin ued)

Audil Commiltee

The Audit Committee comprises of three Directors, namely Mr Shivananda P. Mootien (Chairman), Mr
Omar Farouk A.A Hossen O.S.K and Mr Eddy Yeung Kan Ching. The Audit Committee provides an

independent oversight function over the Bank's financial reporting and intemal control system.

All Audit Committee members are Non-Executive Directors.

The mandate of the Audit Committee includes:

a

a

the review the audited financial statements of the Bank before they are approved by the Directors;

require management of the Bank to implement and maintain appropriate accounting, intemal control
and financial disclosure procedures and review, evaluate and approve such procedures;

receive audit reports and ensuring that Management is taking appropriate corrective actions in a

timely manner to address control weaknesses, non-compliance with laws and policies identified by
auditors:
the review and monitoring of the effectiveness of the intemal audit function of the Bank;
the repofiing of any issues to the main board;
the assessment of the extemal auditors performance and make recommendation to the main Board;

the appointment of independent outside professional advice when necessary.

a

a

a

a

Co nduct Review Committee

The Conduct Review Committee meets as and when required to review and evaluate related parly
transactions. The Committee consists of Mr Shivananda P. Mootien (appointed member and Chairman on
l0 Aug 2010) with Mr Hassam A.M. Vayid G.O.S.K, Mr Yatemani Gujadhur C.S.K and Mr Eddy Yeung
Kan Ching as members. The committee also updates the Board of such transactions periodically.

The roles and responsibilities of the Conduct Review Committee includes:-

o The review of the policies and procedures periodically to ensure their continuing adequacy and

enforcement, in the best interests of the financial institution.
a

a

a

The review and approval ofeach credit exposure to related parties.
Ensuring that market terms and conditions are applied to all related party transactions.
The review the Bank's practices to ensure that any transaction with related parties that may have a
material effect on its stability and solvency is identified and dealt with in a timely manner.

Reporting periodically and in any case not less frequently than on a quarterly basis to the board of
directors on matters reviewed by it, including exceptions to policies, processes and limits.



BRAMER BANKING CORPORATION LTD

State me nt of corporate gove rnsnce practices (co nti nued)

B o ard Co mmittee s (c o ntinue d)

Credit Committee

The Credit Committee meets regularly and ensures that credit facilities sought are evaluated in accordance

with a risk based approach. The Committee consists of Mr Hassam A.M. Vayid G.O.S.K as Chairman with
Mr Yatemani Gujadhur C.S.K and Mr Shivananda P. Mootien as members. Mr Saleem R. Beebeejaun is an

ad-hoc member.

The mandate of this Committee is inter alia:-

o To ensure that concentration of risk is within the Bank's risk tolerance.
o To review and approve facilities exceeding the authority of the Bank's Management Credit Forum,
o To review and approve the restructuring of credit facilities.
o The appointment of independent outside professional advice when necessary.

Bourd Risk Management Committee

The Board Risk Management Committee meets periodically and reviews the operation risk issues that are

associated with the Bank as well as to ensure that appropriate policies, procedures and structures are in place

to mitigate risks, The Committee consists of Mr Hassam A.M. Vayid G.O.S.K as Chairman with Mr
Yatemani Gujadhur C.S.K and Mr Shivananda P. Mootien as members. Mr Saleem R. Beebeejaun is an ad-

hoc member. Mr Jairaj Sonoo M.S.K has been appointed as member in 201l

The principal responsibilities of the Risk Management Committee includes:-

. Reviewing and recommending risk management strategies, policies and risk tolerance for Board's
approval whilst ensuring the necessary infrastructure, resources and systems are in place for proper
risk management.

o Reviewing of the principal risks, including but not
legal, compliance, business continuity, reputational
mitigate the risks.

limited to credit, market, liquidity, operational,
risks of the institution and the actions taken to
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BRAMER BANKING CORPORATION LTD

Statemenl of corporate governance practices (continued)

B o ard Co mmittees (co ntinu e d)

Nominatian & Remu neratio n Commiltee

The Board leverages on the Nomination and Remuneration Committee which is responsible for ensuring a
consistent framework for the appointment of new Directors and that rewards and remuneration packages are

commensurate with each of their expected responsibilities and contributions.

The Nomination and Remuneration Committee consists of Mr Omar Farouk A.A. Hossen O.S.K as Chairman
with Mr Saleem R. Beebeejaun and Mr Hassam A.M. Vayid G.O.S.K as members. The Committee meets as

and when is required to discuss matters pertaining to recruitment and remuneration of senior management as

well as reviewing the remuneration of the Bank's employees.

The terms of reference of the Nomination and Remuneration Commiffee include the following:

. Review BBC's policy for remuneration and compensation of directors, senior management and other
key personnel.

o Ensure that compensation is consistent with the BBC's culture, objectives and strategy.
. Recommend to the Board the use of incentive compensation plans and equity based remuneration

plans.
. Ensure that the Board members receive thorough orientation on board govemance and key strategic

issues facing the Bank.
o Establish minimum requirements for the Board, namely required mix of skills, experience,

qualification and other core competencies required of each director.
o Responsible for establishing the minimum requirements and criteria for the CEO.
o Oversee the appointment, management succession planning and performance evaluation of key senior

management officers.
o The appointment of independent outside professional advice when necessary.

Co rp orate G ove r na nce Co mmittee

This Committee has been established to determine and develop the Bank's general policy on corporate
governance in accordance with the applicable Code of Corporate Govemance, The role of the committee is
also to ensure that disclosures are made in the annual financial statements in compliance with the disclosure
provisions in the Code of Corporate Govemance and to the best intemational practice. The Committee is
chaired by Mr Yatemani Gujadhur C.S.K with Mr Shivananda P. Mootien and Mr Saleem R. Beebeejaun as

members.

38



BRAMER BANKING CORPORATION LTD

Slate me nt of corporate governance practices (contin ue d)

B o ard Co mmittee s (c o ntinue d)

Management Committees

The following Management Committees have been established in the bank to assist senior management in
managing various business and support activities of the bank:-

o Executive Forum
o Assets and liabilities Forum
o Management Credit Forum
o Recovery and Work out Committee
o Portfolio Management Forum
. Operational Risk Forum
o ProcurementCommittee
o IT Forum
o Product Develooment Committee

Internul audit

The intemal audit department is headed by Mr. Hurrydutt Rambojun since 2005 and is supported by a team

of four staff. He is a fellow member to the Association of Chartered Certified Accountants.

The Head of intemal audit directly reports to the Audit Committee and administratively to the CEO of the

Bank. It performs an independent appraisal of the Bank's compliance with internal control systems,
accounting practices, information systems, providing assurance regarding the Bank's corporate govemance,
control systems, and risk management processes. The audit deparlment has full access to all records as well
as management and employees of the bank. This function operates as per good corporate governance
practices.

A summarised implementation status of all issues of the internal audit report is communicated to the
management on a monthly basis.

A ud ilor's remuneratio n
The fees paid to the auditors for the audit and other services were as follows:-

Rs
Audit fees 1.679.000

Other services t12.700
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S tate me nl of co rp o r ate gove r na nce p r act ic e s (c o nt i n ue d)

I ntegrated S ustainab ility Reporting

Ethics

Negative publicib' about any institution's business practices may involve any aspect of its operations, but
usually relates to questions of business ethics and integrity, or quality of products and services. Negative
publicity and hence reputational risk frequently arise as a by-product of some other kind of risk
management control failure.

Reputational risk is managed and controlled throughout BBC by codes of conduct, governance practices

and risk management programs, policies, procedures and training. Many relevant checks and balances are

outlined in greater detail under other risk management sections, particularly Operational Risk.

All directors, officers and employees have a responsibility
minimizes reputational risk.

Co rp orate S o cial R espo ns ib ility

to conduct their activities in a manner that

The Bank is committed towards Corporate Social Responsibility. The Bank has spent Rs 91,710 on
donations in favour of various associations in 2010. During the year, the employees have participated in the

blood donations as well as other social activities organised by the Group.

The Bank has fully integrated the Group's philosophy where a long tradition of engagement in the

community prevails. The Group is deeply committed to continually improve its contribution to socio-
economic, educational and health initiatives. More than a national legal requirement, CSR activities are

embedded in the way we conduct business and involve not only, our employees and their families, but our
customers, the community at large and our environment as well.

BBC is an equal opportunity employer and has no discrimination with regards to gender, religion and

handicap persons. BBC ensures faimess in the recruitment.

Health and Safety

The Health and Safety are of utmost importance to the management of BBC and the latter is committed in
providing a safe place of work for its employees as well as for its customers and visitors. The offices and

branches have been renovated to meet the expectations. The Health and Safety practices comply with
existing legislative and regulatory frameworks including relevant provisions of the labour laws and The

Occupational Safety and Health Act.
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Statement of corporate governance practices (continued)

Integrated Sustainab ilily Reporting (continued)

Environment

The Bank is also committed to good environmental practices. It has started several practices to reduce

electricity and paper consumption. Its tariff structure and pricing policy is adapted to favour clients with a

green initiative.

Environmental concems also play a prominent role in shaping the designs of our offices and branches so

that they minimize energy consumptions. In addition, considerable recycling and resource management

programs are in place in the Bank's corporate offices and branch networks. ln order to further reduce the

Bank's environmental footprint, we are in the process of developing and implementing more focused

management processes on energy and paper use. With respect to paper use, a paperless banking campaign

will be launched in 201 I . It is expected that staff and customers will switch to the paperless banking options

that would be available via our intemet bankine services.

Dividend Policy

It is the policy of the Bank to declare dividends on a regular basis. BBC is currently in an expansion phase.

The objective of the Bank is to provide value added to its shareholders and is mitigated by its commitment
to maintain a solid capital base that suppoft the risks associated with its increasing diversified businesses.

Related Party Transactions

Please refer to page 23 of the Financial Statement for details in respect of related party transactions

Memorandum and Arlicles of Associalion

The Memorandum and Articles of Association of the Bank provides for the rights of pre-emption on new

issue and transfer of shares. No share qualification for directors is applicable.

Time tuble - important evenls

Some of the key milestones are as follows:-

Annual Meeting of Shareholders - June 201 I
Submission of Quarterly Accounts to the Bank of Mauritius - June 2011, September 2011 and December
2011
Financial year - December 201 I

Management Team

Mr. Jairaj Sonoo M.S.K (Chicf Executive Officer)
Mr. Sonoo has more than 30 years of experience in the Banking Industry, both locally and internationally. He

was formerly the Divisional Leader of State Bank of Mauritius (SBM) and Executive Vice President of SBM
Indian Operations. He joined the British American Group of Companies in March 2010 as Head of Banking
Division before acceding to the post of Chief Executive Officer on l4th June 2010 of Bramer Banking
Corporation. He holds an MBA from Surrey University, U.K.
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State me nt of co rporate governance practices (contin ued)

Management Team (co ntinued)

Mr. Issa Soormally (Senior Vice President)
Mr. Soormally is the Senior Vice President of Retail Banking and Operations. Mr. Soormally has intemational
Banking experience in countries such as France, Luxembourg, Reunion Island, South Africa, Dubai and Kenya.

He has a degree in Banking & specialisation from CFBP (France) and has acquired extensive experience in the

development of the Retail Banking Business.

lVlrs. Iqra Mosaheb - Maudarbocus (Senior Vice President)
Mrs. Maudarbocus is a barrister at law and holds an LLM in Commercial Law. She has been with British
American lnvestment Group of Companies since 2004 overseeing the legal services and compliance functions.

She is also the Bank's Money Laundering Reporting Officer (MLRO).

Mr. Dany Tong Sam (Vice President)
Fellow member of the Association of Charlered Certified and a distinction in Master in Business Administration
(Financial Management), Mr. Tong Sam joined British American Investment Group of Companies since 2006

overseeing the risk management function and transferred to the Bank in October 2010.

Mr. Cfint Albert (Assistant Vice President)
Mr. Albert has over 20 years of banking experience and is the Assistant Vice President of Credit and Marketing.
He has a vast experience in other divisions such as Accounts, Treasury, Retail Banking, Legal and Recovery

Mr. Sivakrisna Goinden (Assistant Vice Presidenl)
Mr. Goinden joined the bank as Head of Financial Control since 2007, He is a member of the Association of
Chartered Certified Accountants and also holds a Diploma in Business Administration.

Mr. Bilal Molabaccus (Assistant Vice President)
Mr Molabaccus has over 15 years of strategic marketing communications experience. He worked in various
industries ranging from retail, media and telecommunications. He holds a Master in Business Administration
(Marketing).

Mr. Ahmed Nahaboo (Assistant Vice President)
Mr. Nahaboo started his Banking career in 1989 and is the Assistant Vice President Treasury and Administration.

Mr. Salim Sohawon (Assistant Vice President)
Mr. Sohawon joined the bank in 1993 and has been the Head of Information Technology Department since 2003.

The Bank is committed to good corporate govemance practices.

et rAB 1ol1

Approved by the Board on ........... and signed on its behalf by:

--tl

Mr Shivana a P. Mootien
Chief Executive Officer D ector
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Statement of management's responsibility for financial reporting

The Bank's financial statements have been prepared by management, which is responsible for their
integrity, consistency, objectivity and reliability. Intemational Financial Reporting Standards, as well as the
requirements of the Banking Act 2004 and the guidelines issued there under and the requirements of the
Mauritius Companies Act have been applied and management has exercised its judgment and made best
estimates as deemed necessary.

The Bank has designed and maintained its accounting systems, related intemal controls and supporting
procedures, to provide reasonable assurance that financial records are complete and accurate and that assets

are safeguarded against loss from unauthorised use or disposal. These supporting procedures include careful
selection and training of qualified staff, the implementation of organisation and govemance structures
providing a well defined division of responsibilities, authorisation levels and accountability for
performance, and the communication of the Bank's policies, procedures manuals and guidelines of the
Bank of Mauritius throughout the Bank.

The Bank's Board of Directors, acting in part through the Audit Committee, which is comprised of mostly
independent directors who are not officers or employees of the Bank, oversees management's responsibility
for financial reporting, intemal controls, assessment and control of major risk areas, and assessment of
significant and related party transactions.

The Bank's Intemal Auditor, who has full and free access to the Audit Committee, conducts a well
designed program of intemal audits in coordination with the Bank's extemal auditor. In addition, the
Bank's/ Company's compliance function maintains policies, procedures and programs directed at ensuring
compliance with regulatory requirements.

Pursuant to the provisions of the Banking Act 2004, the Bank of Mauritius makes such examination and
inquiry into the operations and affairs of the Bank as it deems necessary.

The Bank's External Auditor, KPMG, has full and free access to the Board of Directors and its committees
to discuss the audit and matters arising there from, such as their observations on the faimess of financial
reporting and the adequacy of intemal controls.

g:4 fl/M ?htll

Approved by the Board on ....... ...,..,. and signed on its behalf by:

Mr Shiv
Chairma

43



KPMG
KPMG Centre
30 St George Street
Port Louis
N4a uritius

Telephone +230 207 8888
Tele{ax +230207 8855
Internet www kpmg mu

Independent Auditors' Report to the Members of BITAMER BANKING CORPORATION LTD

Report on the Financial Statements

We have audited the financial statements of BRAMER BANKING CORPORATION LTD (the "Bank") on
pages 46 to 138 which comprise the statement of frnancial position at 31 December 2010 and the statement of
comprehensive income, statement of changes in equity and statement of cash flows for the year then ended
and the notes to the financial statements which include a summary of significant accounting policies and other
explanatory notes.

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

Directors' Responsibility for the Financial Statements

The Bank's directors are responsible forthe preparation and fairpresentation of these financial statements in
accordance with Intemational Financial Reporting Standards and in compliance with the requirements of the
Mauritius Companies Act and Banking Act and for such intemal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with Intemational Standards on Auditing. Those Standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors' judgement, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditors consider intemal control relevant to the Bank's preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the Bank's internal control. An audit also
includes evaluating the appropriateness of accounting principles used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
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Independent Auditors' Report to the Members of BRAMER BANKING CORPORATION LTD
(continued)

Report on the Financial Statements (continued)

Opinion

In our opinion, the financial statements on pages 46 to 138 give a true and fair view of the financial position of
the Bank at 3l December 2010 and of its financial performance and cash flows for the year then ended in
accordance with International Financial Reporting Standards and comply with the Mauritius Companies Act.

Report on Other Legal and Regulatory Requirements

Mauritius Companies Act

We have no relationship with or interests in the Bank other than in our capacities as auditors and tax
advisors.

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

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

Banking Act

In our opinion, the financial statements have been prepared on a basis consistent with that of the preceding
year and are complete, fair and properly drawn up and comply with the Banking Act and the regulations
and guidelines of the Bank of Mauritius.

The explanations or information called for
satisfactory.

The Financial Reporting Act

or given to us by the officers or agents of the Bank were

The directors are responsible for preparing the Corporate Governance Report and making the disclosures
required by Section 8.4 of the Code of Corporate Govemance of Mauritius ("Code"). Our responsibility is
to repoft on these disclosures.

n"' \
I

In o_ry/opinion, tht' disclosures in the Corporate Govemance Report are
Code.

Port Louis

Date:

sed Auditors

consls

Signing Partner

requirements of

(
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BRAMER BANKING CORPORATION LTD

Statement of financial position
At 3lDecember 2010

ASSETS
Cash and cash equivalents
Trading assets
Loans and advances to customers
Investment securities
Property, plant and equipment
Intangible assets
Defened tax assets

Other assets

Totalassets

LIABILITIES
Deposits from customers
Trading liabilities
Other borrowed funds
Subordinated liabilities
Current tax liabilities
Defened tax liabilities
Provisions
Other Iiabilities

Total liabilities

Shareholders' equity
Share capital
Retained earnings
Other reserves

Total equity

Total equity and liabilities

CONTINGENT LIABILITIES

Chief Executive Officer

Note

l6
t7
l8
l9
20
2l

r s(b)
22

ZJ

17
aAL1

27
I s(a)
1s(b)

25

28

2010
Rs'000

l,743,gll

3,533,885
388,550
176,200

67,666
664

454,641

2009
Rs'000

1,507,77 5

3,435
2,180,165

528,982
I l g,5l4
22,433

239
396,833

2008
Rs'000

778,t94
1,932

1,862,866
5 13,686
134,854

17,693

232,938

6,365,517 4,'158,376 3,542,t63

5,617,695
1,225

58
150,000

4,351

6,046
182,917

4,301,81I

653

2,457

3,909
9t,4t4

3,112,985
1,693
3,57 |

6,357
4,541
2,519

'77,048

200,000
65,246
68,203

5,962,292 4,400,244 3,208,7t4

29 200,000
153,890
49,335

200,000
I 18,160
39,972

403,225 358,r32 333,449

6,365,517 4,758,3',16 3,542,163

30 y ::?ya ::??:_:
., -1 

l 
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Approved by the Board on ........11:L.l:i..:.............. and sisned on its behalf bv:

form part of these financial statements.
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The notes on pages 52 to 138

Mr Shivan



BRAMER BANKING CORPORATION LTD

Statement of comprehensive income
For the year ended 3I December 2010

Interest income
Interest expense

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission income

Dividend income
Net income from other financial instruments
carried at fair value

Other operating income

143,591 nl,326 t22,530

Note
2010

Rs'000

318,432
(r74,84r)

2009
Rs'000

262,505
(151,179)

2008
Rs'000

329,421
(206,891)

66

7

8

9

9

t0

51,429_ 41,153 28,526

51,429 41,153 28,526

109,359

124

186

109,012

554

43,080

109.425 109322 43,634

304,445 261,801 194,690Operating income

Net impairment on financial assets
Personnel expenses
Operating lease expenses
Depreciation and amorti sation
Other expenses

Profit before income tax
lncome tax expense

Profit for the year

ll
t2
IJ

20 &21
t4

l5(a)

18,327
112,637

16,257
32,822
76,494

3 1,135
87,242
9,449

24,388
63,753

9,07 |
63,650
5,619

18,537
52,925

256,537 215,967 t49,802

47,908
(4,528)

45,834
(5,687)

44,888
(5,003)

_If: 40,147 39,885

The notes on pages 52 to 138 form part ofthese financial statements.
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BRAMER BANKING CORPORATION LTD

Statement of comprehensive income (continued)
For the year ended 3l December 2010

Other comprehensive income
Revaluation of property, plant, equipment
Defined benefit plan actuarial gains
Transfer from revaluation surplus
Income tax relating to components of other
comprehensive income

Other comprehensive income/(loss) net of
income tax

Total comprehensive income for the year

1,646 (24,7 t2) 5,833

2010
Rs'000

1,434
446
(67)

(167)

2009
Rs'000

319
(29,248)

4,217

2008
Rs'000

7,191

(383)

(e7s)

. . \i.ta

Approved by the Board on ............:...1:1................ and siened on its behalf bv:

45,026 15,435

Mr Shivanand

45,7lg

Chief Executive Officer

The notes on pages 52 to 138 form parl of these financial statements.

'.ttAZ.
. Mootien
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BRAMER BANKING CORPORATION LTD

Statement of cash flows
For the yeqr ended 3l December 2010

Cash flows from operating activities
Profit before income tax
Adjustments for:
Depreciation on property, plant and equipment
Amortisatjon on intangible assets
(Profit)/loss on disposal of property, plant and equipment
Loss/(profit) on disposal ofother assets
Provision ior impairment
Net interest income, dividend and fair value change
Actuarial gains
Retrrement benefi t obl igations

Changes in operating assets and liabilities
Trading assets

Loans and advances
Other asseLs

Deposits
Trading liabilities
Other liabilities
lnterest received
lnterest paid
Income tax paid
Dividend paid

Cash flows from(used in) operating activities

Cash flows from investing activities
Payment for acquisition ofproperty, plant and equipment
Payment for acquisition ofintangible assets
Purchase of investment securities
Proceeds from redemption of securrties
Proceeds from disposal ofproperty, plant and equipment
Transfer ofproperty, plant and equipment to non banking assets
Dividend received

Cash flows (used in) / from investing activities

Cash flows from financing activities
lncrease /(decrease) in subordinated debts
Decrease in other borrowed funds

Cash Flows from(used in) financing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at beginning ofyear

Cash and cash equivalents at end ofyear

Cash and cash equivalents cot sisl of
Cash in hand and balances with Central Bank
Balances with banks abroad
Placements

20
2l

ll
'1 &9

zo

2010
Rs'000

47,908

22,433
10,389

(s7)
613

18,722
(143,6s7)

446
2,137

2009
Rs'000

45,834

16,687
7 ,701

(4,ete)
(43,332)
35,023

(r r r,637)
319

1,391

(s2,e33)

( r,s03)
(3s2,322)
(s3,633)

l, r 88,826
(r,693)
l7,256

262,258
(l s4,070)

(r 0,1 50)
(20.000)

2008
Rs'000

44,888

12,260
6,277
I,843

9,31 8

( | 23,084)

4l

(l 0,3s6)
( l s,856)

z)
l7

t)
J4

20
2l

(41,066)

3,43s
(r,J72,442)

(s6,s12)
1,3 t 5,884

1,225
86,831

326,1r6
(170,r69)

(3,226)

90,076

(80,es4)
(ss,622)

(863,76s)
996,337

130
463
66

(3,34s)

I 50,000
(ses)

149,40s

236,136

r,501,775

I,74J,91 l

167,200
714,230
862,481

822,036

(62,077\
(12,44t)

(47 4,t44)
459,001

124

(89,s37)

(2,e1 8)

(2,e18)

729,581

778,194

| ,507 ,77 5

163,246
415,213
929,316

1.507 .77s

(48,4s7)

(t,842)
(439,912)
(74,304)

(686,096)
85

(25,1 s0)
374,437

(2te,e77)
(3,4r8)

(t,124,634)

(22,t60)
(s,638)

(s34,270)
882;164

320,696

(26,212',)

(830, I 50)

t,608,344

?78,'194

179,994
176,689
4rl sn

778,194r,743,911

The notes on pages 52 to 138 form part ofthese financial statements.
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BRAMER BANKING CORPORATION LTD

Statement of changes in equity
For the year ended 3lDecember 2010

Ordinary

share

capital

Rs'000

200,000

Statutory

reserve

Rs'000

t7,730

Rs'000

9,305

General

banking Revaluation

reserve reserve

Rs'000

23.870

7,191

(383)

(e7s)

Retained

ea rnings

Rs'000

36.443

39,885

Rs'000

287,348

39,885

7,t9l

(383)

(97s)

Total

Balance at 0l January 2008

Total comprehensive income for the year

Profit or loss

Other comprehensive income

Revaluation ofproperty, plant and

equrpment

Transfer from revaluation surplus

lncome tay relating to components of other

comprehensive income

Total other comprehensive income

Total comprehensive income lor the year

Transfer lrom revaluation surplus

Transfer to General Banking Reserve

Transfer to statutory reserve

Balance at 3l December 2008

Balance at 0l January 2009

Total comprehensive income for the

year

Profit or loss

Other comprehensive income

Dellned benellt plan actuarial gain

Transfer irom revaluation surplus

lncome tax relating to components of

other comprehensive income

Total other comprehensive income

Total comprehensive income for the year

Transactions with owners, recorded

directly in equity contribution by and

distributions to owners

Dividend

Total contributions by and distributions

to owners

Transfer from revaluation surplus

Transfer to General Banking Reserve

Transfer to statutory reserve

Balance at 3l December 2009

200,000 23,713

5,833 5 t?'t

5,833 39,885 45.7l8

s,482

383

(s,482)

(s,e83)5,983

| 4,787 29,703 65.246 333.449

200,000 23,713 14,787 29,703

(2e,248)

4.217

65,246

40,147

3r9

333,449

40,147

319

(2e,248)

4,217

- (2s,01 I ) 319 (24,7 t2)
- (2s.03 l ) 40,466 15,435

(20,000) (20,000)

(20.000) (20.000)

6,397

(e,se7)

29,248

q 5a?

(6,3e7)

29,248

200,000 30,t l0 5,1 90 4.672 ll8,t60

138 form part of these financial statements.
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BRAMER BANKING CORPORATION LTD

Statement of changes in equity (continued)
For the year ended 3[December 2010

Balance at 0l January 2010

Total comprehensive income for
the year

Profit or loss

Other comprehensive income

Defined benefit plan actuarial gain

Revaluation ofproperty, plant and

equipment

Transfer from revaluation surplus

Income tax relating to components

of other comprehensive income

The notes on pages 52 to 138 form part ofthese financial statements.

Total other comprehensive income - 1,200 446 1,646

Total comprehensive income for
the year

Transfer from revaluation surplus

Transfer to General Banking

Reserve

Transfer to statutory reserve

1,200 43,826 45,026

Balance at 3l December 2010 200,000 36,610 6,853 s,872 153,s90 403,zzs

Ordinary General

share Statutory banking Revaluation Retained

capital reserye reserye reserye earninqs Total

Rs'000 Rs'000 Rs'000 Rs'000 Rs'000 Rs'fi)0

200,000 30,110 5,190 4,672 118.160 358.132

- 43,380 43,390

- 446 446

- 1,434 - 1,434

(67) - (67)

(167) - (1671

67 67

- 1,663 - (1,663)

6,500 (6,500)
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BRAMER BANKING CORPORATION LTD

Notes to and forming part of the financial statements
For the year ended 3l December 2010

L General information

BRAMER BANKING CORPORATION LTD (the "Bank") is a private limited company
incorporated and domiciled in Mauritius on 29 February 1988. The Bank holds a banking license
and carries out its entire business in Mauritius. Its registered office is situated at 26 Bourbon Street.
Port Louis.

2. Basis of preparation

(a) Statement of compliance

The financial statements have been prepared in accordance with Intemational Financial
Reporting Standards (IFRSs) and instructions, Guidelines and Guidance Notes issued by the
Bank of Mauritius, in so far as the operation of the Bank is concemed.

(b) Basis of measurement

The financial statements have been prepared on the historical cost basis except for the
following:

. derivative financial instruments are measured at fair value

' financial instruments at fair value through profit or loss are measured at fair value
. available-for-sale financial assets are measured at fair value
. revaluation of land and buildings

(c) Functional and presentation currency

These financial statements are presented in Mauritian Rupee, which is the Bank's functional
currency.

(d) Use of estimates and judgements

The preparation of financial statements requires management to make judgements, estimates
and assumptions that affect the application of accounting policies and the reported amounts of
assets, liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised and in any
future periods affected.

Information about significant areas of estimation uncertainty and critical judgements

applying accounting policies that have the most significant effect on the amounts recognised
the financial statements are described in note 4.

in
ln
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BRAMER BANKING CORPORATION LTD

Notes to and forming part of the financial statements
For the year ended 3l December 2010

3. Significant accounting policies

The following accounting policies adopted by the Bank have been consistently applied in dealing
with items which are considered material in relation to the financial statements.

(a) Foreign currency transactions

Items included in the Bank's financial statement are measured using the currency of the
primary-economic environment in which the Bank operates (the "funcTional currency"). The
financial statement is presented in Mauritian rupees, which is the functional curreniy of the
Bank.

Transactions in foreign currencies are translated into the functional currency at the foreign
exchange rate ruling at the date of the transactions. Monetary assets and liabilitGs
denominated in foreign currencies, which are stated at historical cost, are translated at the
foreign. exchange rate ruling at reporting date. Foreign exchange differences arising on
translation are recognised in profit or loss. Non-monetary assets and-liabilities denominatEd in
foreign currencies, which are stated at historical cost, areiranslated at the foreign exchange rate
ruling at the. date of the transaction. Non-monetary assets and liabilities denominated in 6reign
currencies that are stated at fair value are translated to the reporting currency at the forei[n
exchange rates ruling at the dates that the values were determindd.

(b) Interest income and interest expense

Interest income and interest expense are recognised in profit or loss for all instrument measured
at amortised cost.

When loan and advances become doubtful for collection, they are written down to their
recoverable amounts and interest income is therefore recognised based on the rate of interest
that was used to discount the future cash flows for the purpose of measuring the recoverable
amount.

Fee and commission income

Fee and commission income arises on financial services provided by the Bank.

Fees and commissions are generally recognised on an accrual basis when the service has been
provided. Loan commitment fees that are likely to be drawn down, are defened (together with
related direct costs) and recognised as an adjustment to the effective interest rate on the loan.
Commission and fees arising from negotiating, or participating in the negotiation of a
transaction for a third party, such arrangement of the acquisition of treasury bills, are
recognised on completion of the underlying transaction. Fees for custody services are
recognised rateably over the period the service is provided.

Net income from other jinancial instruments at fair value.

Net income from other financial instruments at fair value relates to financial assets designated
at fair value through profit or loss, and includes all realised and unrealised fair value changes.

(c)

(d)
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BRAMER BANKING CORPORATION LTD

Notes to and forming part of the financial statements
For the year ended 3l December 2010

3. Significantaccountingpolicies(continued)

(e) Lease payments made

Payments made under operating leases are recognised in profit or loss on a straight-line basis
over the term ofthe lease. Lease incentives received are recognised as an integral part ofthe
total lease expense, over the term ofthe lease,

Contingent lease payments are accounted for by revising the minimum lease payments over
the remaining term of the lease when the lease adjustment is confirmed.

(f) Taxation

lncome tax on the profit or loss for the year comprises current and deferred tax, Current tax
is the expected tax payable on the taxable income for the year, using tax rates enacted at the
reporting date, and any adjustment to tax payable in respect of prior year.

Deferred tax is provided in full for temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. The amount of deferred tax provided is based on the expected manner of
realisation or settlement of the canying amount of assets and liabilities, using tax rates
enacted at the reporting date.

The principal temporary differences arise from depreciation of property, plant and
equipment, provision for impairment losses on loans and advances, gains/(losses) on
revaluation of foreign currency forward contracts, provisions for pension and other post
retirement benefits, tax losses carried forward and revaluation surplus. The rates enacted or
substantively enacted at the reporting date are used to determine deferred income tax.

A deferred tax asset is recognised only to the extent that it is probable that future taxable
profits will be available against which the asset can be utilised. Defened tax assets are
reduced to the extent that it is no longer probable that the related tax benefit will be realised.

The Bank is liable to pay a special levy of 4.65% (2009:3.4%;2008:3.4%) on accounting
profit and 1.5% (2009:l.}Yo; 2008:1.0%) on total operating income derived during the year.
The special levy is included in income tax expense and current tax liability in the financial
statements.

Since September 2008, the Bank is subject to the new Advanced Payment System (APS)
whereby it pays income tax on a quarterly basis.
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BRAMER BANKING CORPORATION LTD

Notes to and forming part of the financial statements
For the year ended 3I December 2010

3. Significantaccountingpolicies(continued)

(g) Finuncialinstruments

(i) Classification

The Bank classifies its financial assets in the following categories: financial assets at fair
value through profit or loss, loans and receivables, held-to-maturity and available- for-
sale. Management determines the classification of its financial assets at initial
recognition.

Financial assets at fair value through profit or loss have two sub-categories: 'financial
assets held for trading' and those designated at fair value through profit and loss at
inception. Financial assets at fair value through profit or loss are those financial assets
that the Bank principally holds for the purpose of short-term profit taking or if so
designated by management. Derivatives are also categorised as 'held for trading' unless
they are designated as hedges.

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 Bank provides
money, goods or services to a debtor other than those created with the intention of short-
term profit taking. Loans receivables comprise loans and advances to customers,
including debentures. Loans and advances are initially measured at fair value plus
incremental direct transaction costs, and subsequently measured at their amortised cost
using the effective interest method.

Held-to-maturity assets are non-derivative financial assets with fixed or determinable
payments and fixed maturities that the Bank's management has the intent and ability to
hold to maturity. Were the Bank to sell other than an insignificant amount of held-to-
maturity assets, the entire category would be tainted and reclassified as available-for-sale.

Available-for-sale financial assets are those intended to be held for an indefinite period of
time, which may be sold in response to the needs for liquidity or changes in interest rates,
exchange rates or equity prices.

(ii) Recognition

Purchases and sales of financial assets are at fair value through profit or loss and
available for sale are recognised on trade date - the date on which the Bank commits to
purchase or sell the asset. Loans are recognised when cash is advanced to the borrowers.
Financial assets are initially recognised at fair value plus transaction costs for all
financial assets not carried at fair value through profit or loss. Financial assets are
derecognised when the rights to receive cash flows from the financial assets have expired
or where the Bank has transferred substantially all risks and reward of ownership.
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BRAMER BANKING CORPORATION LTD

Notes to and forming part of the financial statements
For the year ended 3l December 2010

3. Significantaccountingpolicies(continued)

(g) Finuncialinstruments(continued)

(iii) Measurement

Available-for-sale financial assets and financial assets at fair value through profit or loss
are subsequently carried at fair value. Loans and receivables and held-to-maturity assets
are carried at amortised cost using the effective interest method. Gains and losses arising
from changes in the fair value ofthe 'financial assets at fair value through profit or loss'
category are included in profit or loss in the period in which they arise. Gains and losses
arising from changes in the fair value ofavailable-for-sale financial assets are recognised
in other comprehensive income and presented within equity in the fair value reserve,
until the financial asset is derecogrrised or impaired at which time the cumulative gain or
loss previously recognised in other comprehensive income should be recognised in profit
or loss. However, interest calculated using the effective interest method is recognised in
profit or loss.

Foreign exchange gains or losses on available-for-sale debt security investments are
recognised in profit or loss,

(iv) Offs ettin g financ ial ins truments

Financial assets and liabilities are offset and the net amount is reported in the statement
of financial position when the Bank has a legally enforceable right to set off the
recognised amounts and the transactions are intended to be settled on a net basis, or
realises the asset and settle the liabilitv simultaneouslv.

(v) Derecognition

The Bank derecognises a financial asset when the contractual rights to the cash flows
from the financial asset expire, or when it transfers the rights to receive the contractual
cash flows on the financial asset in a transaction in which substantially all the risks and
rewards of ownership of the financial asset are transferred. Any interest in transferred
financial assets that is created or retained by the Bank is recognised as a separate asset or
liability.

The Bank derecognises a financial liability when its contractual obligations are
discharged or cancelled or expire.

The Bank enters into transactions whereby it transfers assets recognised on the statement
of financial position, but retains either all or substantially all of the risks and rewards of
the transferred assets or a portion of them. If all or substantially all risks and rewards are
retained, then the transferred assets are not derecognised from the statement of financial
position. Transfers of assets with retention of all or substantially all risks and rewards
include, for example, securities lending and repurchase transactions.
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BRAMER BANKING CORPORATION LTD

Notes to and forming part of the financial statements
For the year ended 3l December 2010

3. Significantaccountingpolicies(continued)

(g) Financinlinstrumenls(continued)

(v) D ereco gnition (c ontinued)

In transactions in which the Bank neither retains nor transfers substantially all the risks
and rewards of ownership of a financial asset, it derecognises the asset if it does not
retain control over the asset. The rights and obligations retained in the transfer are
recognised separately as assets and liabilities as appropriate. In transfers in which control
over the asset is retained, the Bank continues to recognise the asset to the extent of its
continuing involvement, determined by the extent to which it is exposed to changes in
the value ofthe transferred asset.

The Bank writes off certain loans and investment securities when thev are determined to
be uncollectible.

(vi) Fair value measurement principles

The fair value of quoted investments in active markets is based on their cunent bid
prices. If the market for a financial asset is not active (and for unlisted securities), the
Bank establishes fair value by using valuation techniques. Those include the use of
recent arm's length transactions, discounted cash flow analysis, option pricing models
and other valuation techniques commonly used by market participants. If a fair value of
an unquoted equity instrument cannot be reliably determined, the equity instrument is
measured at cost after deduction for any impairment.

(v ii) D er iv at iv e fi n anc i a I in s tr um e n t s and h e dg in g

Derivative financial instruments made up of foreign exchange contracts, are initially
recognised at fair value on the date on which a derivative contract is entered into and are
subsequently re-measured at their fair value. Fair values are obtained from quoted
market prices in active markets, including recent market transactions, and valuation
techniques, including discounted cash flow models and options pricing models, as

appropriate. All derivatives are carried as assets when fair value is positive and as

liabilities when fair value is negative. The best evidence of the fair value of a derivative
at initial recognition is the transaction price (i.e, the fair value of the consideration given
or received) unless the fair value of that instrument is evidenced by comparison with
other observable current market transactions in the same instrument or based on a

valuation technique whose variables include only data from observable markets. When
such evidence exists, the Bank recognises profits on day l.

The method of recognising the resulting fair value gains or loss depends on whether the
derivative is designated as a hedging instrument, and if so, the nature of the item being
hedged. The Bank designates certain derivatives as either (l) hedges of the fair value of
recognised assets or liabilities or firm commitments (fair value hedge); or, (2) hedges of
highly probable future cash flows attributable to a recognised asset or liability, or a
forecasted transaction (cash flow hedge). Hedge accounting is used for derivatives
designated in this way provided certain criterias are met.
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BRAMER BANKING CORPORATION LTD

Notes to and forming part of the financial statements
For the year ended 3l December 2010

3. Significantaccountingpolicies(continued)

(g) Financial instruments (continued)

(v ii) D e r iv at iv e fin anc ia I in s tr um e n t s and h e d g in g ( c o n t inu e d)

The Bank's derivative transactions, while providing effective economic hedges under the
Bank's risk management policies, do not quali$, for hedge accounting, Changes in the
fair value of any derivative instrument that does not qualify for hedge accounts are
recognised immediately in profit or loss.

(h) Impairment ofjinancial assets

(i) Assets carried at amortised cost

The Bank assesses at each reporting date whether there is objective evidence that a
financial asset or group of financial assets are impaired. A financial asset or a group of
financial assets is impaired and impairment are incurred if, and only if, there is objective
evidence of impairment as a result of one or more events that occurred after the initial
recognition of the asset (a'loss event') and that loss event (or events) has an impact on
the estimated future cash flows of the asset that can be reliably estimated.

The Bank first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, and individually or collectively for
financial assets that are not individually significant. If the Bank determines that no
objective evidence of impairment exists for an individually assessed asset, whether
significant or not, it includes the asset in a group of financial assets with similar credit
risk characteristics and collectively assesses them for impairment. Assets that are
individually assessed for impairment and for which an impairment is or continues to be
recognised are not included in a collective assessment of impairment.

If there is objective evidence that an impairment on loans and receivables or held- to-
maturity investments carried at amortised cost has been incurred, the amount of the loss
is measured as the difference between the asset's carrying amount and the present value
of estimated future cash flows (excluding future credit losses that have not been
incurred) discounted at the asset's original effective interest rate. The carrying amount of
the asset is reduced through the use of an allowance account and the amount of the loss is
recognised in profit or loss. The calculation of the present value of the estimated future
cash flows of a collateralised financial asset reflects the cash flows that may result from
foreclosure less costs for obtaining and selling the collateral, whether or not foreclosure
is probable.

For the purposes of a collective evaluation of impairment, financial assets are grouped on
the basis of similar credit risk characteristics. Those characteristics are relevant to the
estimation of future cash flows for group of such assets by being indicative of the
debtor's ability to pay all amounts due according to the contractual terms of the assets
being evaluated.
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BRAMER BANKING CORPORATION LTD

Notes to and forming part of the financial statements
For the year ended 3l December 2010

3. Significantaccountingpolicies(continued)

(h) Impairment ofjinancial assets (continued)

(i) Assets carried at amortised cost (continued)

Future cash flows in a group of financial assets that are collectively evaluated for
impairment are estimated on the basis of the contractual cash flows of the assets in the
group and historical loss experience for assets with credit risk characteristics similar to
those in the group. Historical loss experience is adjusted on the basis of current
observable data to reflect the effects of current conditions that did not affect the period
on which the historical loss experience is based and to remove the effects of conditions
in the historical period that do not exist cunently.

Estimates of changes in future cash flows for groups of assets should reflect and be
directionally consistent with changes in related observable data from period to period.
The methodology and assumptions used for estimating future cash flows are reviewed
regularly by the Bank to reduce any differences between loss estimates and actual loss
experience.

When a loan is uncollectible, it is written off against the related provision for loan
impairment. Such loans are written off after all the necessary procedures have been
completed and the amount of the loss has been determined. Subsequent recoveries of
amounts previously written off decrease the amount of the provision for loan impairment
in profit or loss.

If, in a subsequent period, the amount of the impairment decreases and the decrease can
be related objectively to an event occurring after the impairment was recognised, the
previously recognised impairment is reversed by adjusting the allowance account. The
amount of the reversal is recognised in profit or loss.

Statutory and other regulatory loan loss reserve requirements (one percent of the
aggregate amount of portfolio assessed loans) that exceed these amounts are dealt with in
the general banking reserve as an appropriation of retained eamings.
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BRAMER BANKING CORPORATION LTD

Notes to and forming part of the financial statements
For the year ended 3l December 2010

3, Significantaccountingpolicies(continued)

(h) Impairment offinancial assets (continued)

(ii) lssets carried at fair value

The Bank assesses at each reporting date whether there is objective evidence that a
financial asset or a $oup of financial asset is impaired. For available-for-sale
investments, the cumulative loss - measured as the difference between the acquisition
cost and the current fair value, less any impairment on that financial asset previously
recognised in profit or loss - is removed from other comprehensive income and
recognised in profit or loss,

(i) Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents comprise cash in hand and
balance with Central Bank excluding mandatory balances with Central Bank, balances with less
than92 days maturity from the date of acquisition including: balances with banks abroad.

Q) Repurchase transaclions

The Bank enters into short-term repurchase transactions (repos) and reverse repurchase
transactions (reverse repos) with Bank of Mauritius as and when required in the light of
prevailing liquidity positions.

Investments sold under repos are classified in the financial statements as pledged assets when
the transferee has the right by contract or custom to sell or repledge and are measured in
accordance with the accounting policy as held-to-maturity and the counter party liability is
included in borrowings from Bank of Mauritius. Investments purchased under reverse
repurchase agreements are recorded in balance with Bank of Mauritius.

The difference between the sale and repurchase considerations is recognised on an accrual basis
over the period ofthe transaction and is included in interest.

(k) Placements

Placements are measured at amortised cost, less any impairment.

(l) Property, plant and equipment

The cost of replacing part of an item of property and equipment are recognised in the carrying
amount of the item if it is probable that the future economic benefits embodied within the part
will flow to the Company and its cost can be measured reliably. The costs of the day-to-day
servicing of property and equipment are recognised in profit or loss as incurred,
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3. Significantaccountingpolicies(continued)

(D Property, plant and equipment (continued)

Land and buildings comprise mainly offices. Land and buildings are shown at fair value,
based on periodic, but at least triennial, valuations by extemal independent valuers, less
subsequent depreciation for buildings. Any accumulated depreciation at the date of
revaluation is eliminated against the gross canying amount of the asset, and the net amount is
restated to the revalued amount of the asset. All other propefiy, plant and equipment are
stated at historical cost less accumulated depreciation and impairment, Increases in the
carrying amount arising on revaluation of land and buildings are credited to other
comprehensive income and presented within equity under revaluation reserye. Each year the
difference between depreciation based on the revalued carrying amount of the asset charged
to profit or loss and depreciation based on the asset's original cost is transferred from other
comprehensive income to 'retained earnings'.

Property, plant and equipment are stated at cost or valuation less accumulated depreciation
and impairment. Freehold land is not depreciated. For all the other properfy and equipment,
depreciation is calculated on the straight line method to write down the cost or valuation of
these assets to their residual value over their expected useful lives. The annual depreciation
rates used are as follows:

Freehold building
Computers equipment
Fumiture, fittings and office equipment
Motor vehicles

50 years
5 - 10 years

10 years
7 years

Subsequent costs are included in the asset's carrying amount or recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with
the item can be measured reliably. All other repairs and maintenance are charged to profit or
loss during the financial year in which they are incurred.

The assets residual values and useful lives are reviewed, and adjusted ifappropriate, at each
reporting date.

The assets residual values and the useful lives are reviewed for impairment whenever events
or charges in circumstances indicate that the carrying amount may not be recoverable. An
asset's carrying amount is written down immediately to its recoverable amounts if the asset's
carrying amount is greater than its estimated recoverable amount. The recoverable amount is
the higher of the asset's fair value less cost to sell and value in use,

Gains and losses on disposal of land, buildings and equipment are determined by reference to
their written down value and are included in determining operating profit.
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3. Significantaccountingpolicies(continued)

(m) Compuler software

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

Expenditure which enhances or extends the performance of computer software programmes
beyond their original specifications is recognised as a capital improvement and added to the
original cost of the software. Computer software development costs recognised as assets are

amortised using the straight-line method over their useful lives, not exceeding a period of 7
years.

Deposits

Deposits are measured at amortised cost.

Botowings

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

Acceptances

Acceptances comprise undertakings by the Bank to pay bills of exchange drawn on
customers. The Bank expects most acceptances to be settled simultaneously with the
reimbursement from customers. Acceptances are accounted for as off-balance sheet items
and are of the disclosed as contineent liabilities.

Employee benefits

(i) Pensions obligations

The Bank has a pension scheme, which is funded through payments to trustee-
administered funds as determined by periodic actuarial calculations, A defined benefit
plan is a pension plan that defines an amount of pension benefit to be provided, usually
as a function of one or more factors such as age, years of service or compensation.

The liability in respect of these defined benefit pension plans is the present value of the
defined benefit obligation at the reporting date minus the fair value of plan assets,
together with adjustments for unrecognised actuarial gains/losses curtailments and past
service costs.

(n)

(o)

(p)

(q)
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5 Significant accounting policies (continued)

(q) Employee beneJits (continued)

(D Pensionsobligations(continued)

The defined benefit obligation is calculated every year by independent actuaries using
the projected unit credit method. The present value of the defined benefit obligation is
determined by the estimated future cash outflows using a discount rate set by reference
to current interest rates and the yield on bonds, treasury bills and recent corporate
debenture issues. The pension plan is a final salary plan and the charge for such
pension plan, representing the net periodic pension cost less employee contributions is
included in staff costs. Actuarial gains and losses arising from experience adjustments,
changes in actuarial assumptions and amendments to pension plans are charged or
credited to income over the service lives of the related employees.

(iD State pension plan

Contributions to the National Pension Scheme are expensed to the statement of
comprehensive income in the period in which they fall due.

(iii) Preferential loan to employees

The Bank grants loans to its employees at preferential rates. The impairment on these
preferential loans is accounted for under other assets and is recognised in profit or loss
over the life of the loan. The interest rate on the loan reverts to market rate from the
day the employee is no longer employed by the Bank. In cases, where, following
special arrangements, the Bank agrees to keep the loan of the leavers at preferential
rates, the Bank then writes off the impairment in profit or loss. The impairment is the
difference between the present value of future cash flows discounted at commercial
rate (which are rates that would be given to similar customers in arm length
transactions), and the carrying amount of the loan. Interest on such loans is then
recognised at market rate over the life of the loan.

(r) Provisions

A provision is recognised in the statement of financial position when the Bank has a legal or
constructive obligation as a result of past events, and it is more than likely that an outflow of
economic benefits will be required to settle the obligation, and a reliable estimate of the
amount of the oblieation can be made.

(s) Relaled parties

For the purposes of these financial statements, parties are considered to be related to the
Bank if they have the ability, directly or indirectly, to control the Bank or exercise significant
influence over the Bank in making financial and operating decisions, or vice versa, or where
the Bank is subject to common control or common significant influence. Related parties may
be individuals or other entities.
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Significant accounting policies (continued)

(t) Impairment

The Bank regularly reviews its loan portfolios to assess impairment. In cases where an
individual loan or a portfolio of loans is showing signs of impairment, the crucial judgements
that must be made by management when assessing such impairment are the calculation of the
net recoverable amount (for identified impairment) and loan loss rate (for unidentified
impairment). Management uses objective evidence like changes in pattem of repayment,
sectoral and industry issues, macro-economic difficulties, adverse changes in key economic
variables such as interest rates, and any other factor that may impact on borrower's capacity
to repay his debt within contractual terms. However, management also makes some estimates
to arrive at the recoverable amount. When doing so, management bases itself on historical
loss experience of roll rate to default and on cash flow recovery (when assessing impairment
on a portfolio basis). For individual loans, estimates of security value are made based on
valuation carried out by independent professionals, and are discounted back using an
estimate of time lag to realisation. For unidentified impairment, management bases itself on
historical loss experience to estimate the loan loss rate.

The methodology and assumptions are reviewed regularly to ensure that the estimates truly
reflect actual loss experience.

(u) Share capital and reserves

(i) Ordinary shares

Incremental costs directly attributable to issue of ordinary shares are recognised as a
deduction of equity.

(iD Share issue costs

Incremental costs directly attributable to the issue of an equity instrument are deducted
from the initial measurement of the equity instruments.
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3. Significantaccountingpolicies(continued)

(v) New standards and interpretations not yet adopted

At the date of authorisation of the financial statements of the Bank for the year ended
3l December 2010, the following Standards and Interpretations were in issue but not yet
effective:

Sta n dard/Interp retation Effective date

IAS 24 (revised) Related Parly Disclosures
Annual periods beginning on or
after I January20ll+

IAS 32 amendment

IAS 32 Financial Instruments:
Presentation: Classification of
Rights Issues

Annual periods beginning on or
after I February 2010*

I I individual
amendments to 6
standards

Improvements to Intemational
Financial Reporting Standards
2010

Amendments are effective for
annual periods beginning on or
after I July 2010 or for annual
periods beginning on or after
I Januarv20ll

IFRS I amendment First-time adoption of
International Financial Reporting
Standards

Annual periods beginning on or
after I July 2010*

IFRS 7 amendment Disclosures - Transfers of
Financial Assets

Annual periods beginning on or
after I July 201 1*

IFRS 9 Financial Instruments Annual periods beginning on or
after I Januarv 2013*

IFRS 9 Additions to IFRS 9 Financial
Instruments

Annual periods beginning on or
after I Januaw 2013*

IFRIC l4 amendment Prepayments of a Minimum
Funding Requirement

Annual periods beginning on or
after I January 20ll*

IFRIC 19 Extinguishing Financial Liabilities
with Equitv Instruments

Annual periods beginning on or
after I July 2010*

*All Standards and Interpretations will be adopted at their effective date (except for those
Standards and Interpretations that are not applicable to the entity).
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3. Significantaccountingpolicies(continued)

(v) New standurds and interpretations nol yet adopted (continued)

IAS 32 Financial Instruments: Presentation: Classification of Rights Issues, Improvements to
Intemational Financial Reporting Standards 2010, IFRS I amendment, IFRIC 14
amendment, and IFRIC l9 are not applicable to the business of the entity and willtherefore
have no impact on future financial statements. The directors are of the opinion that the
impact of the application of the remaining Standards and Interpretations will be as follows:

IAS 24 (revised): Related Party Disclosures

IAS 24 (revised) will be adopted by The Bank for the first time for its financial reporting
period ending 3 I December 2011. The standard will be applied retrospectively.

IAS 24 (revised) addresses the disclosure requirements in respect of related parties, with the
main changes relating to the definition of a related party and disclosure requirements by
government-rel ated entities.

The change in the definition of a related parly has resulted in a number of new related party
relationships being identifi ed.

IFRS 7 amendment: Disclosures - Transfers of Financial Assets

The amendments to IFRS 7 will be adopted by the Bank for the first time for its financial
reporting period ending 3l December 2012.

In terms of the amendments additional disclosure will be provided regarding transfers of
financial assets that are:

o not derecognised in their entirety and
. derecognised in their entirety but for which the Company retains continuing involvement.

IFRS 9: Financial Instruments

IFRS 9 will be adopted by the Bank for the first time for its financial reporting period ending
3l December 2013. The standard will be applied retrospectively, subject to transitional
provisions.

IFRS 9 addresses the initial measurement and classification of financial assets and will
replace the relevant sections of IAS 39.

Under IFRS 9 there are two options in respect of classification of financial assets, namely,
financial assets measured at amortised cost or at fair value. Financial assets are measured at
amortised cost when the business model is to hold assets in order to collect contractual cash
flows and when they give rise to cash flows that are solely payments of principal and interest
on the principal outstanding. All other financial assets are measured at fair value.

66



BRAMER BANKING CORPORATION LTD

Notes to and forming part of the financial statements
For the year ended 31 December 2010

3. Significantaccountingpolicies(continued)

(v) New standards and interpretations nol yet adopted (continued)

Embedded derivatives are no longer separated from hybrid contracts that have a financial
asset host.

The impact on the financial statements for the Bank has not yet been estimated.

Additions to IFRS 9: Financial Instruments

The additions to IFRS 9 will be adopted by the Bank for the first time for its financial
reporting period ending 3l December 2013. The standard will be applied retrospectively,
subject to transitional provisions.

Under IFRS 9 (2010), the classification and measurement requirements of financial liabilities
are the same as per IAS 39, barring the following two aspects:

o fair value changes for financial liabilities (other than financial guarantees and loan
commitments) designated at fair value through profit or loss, attributable to the changes
in the credit risk of the liability will be presented in other comprehensive income (OCD.
The remaining change is recognised in profit or loss. However, if the requirement
creates or enlarges an accounting mismatch in profit or loss, then the whole fair value
change is presented in profit or loss. The determination as to whether such presentation
would create or enlarge an accounting mismatch is made on initial recognition and is
not subsequently reassessed.

o Under IFRS 9 (2010) derivative liabilities that are linked to and must be settled by
delivery of an unquoted equity instrument whose fair value cannot be reliably measured,
are measured at fair value.

IFRS 9 (2010) incorporates, the guidance in IAS 39 dealing with fair value measurement,
derivatives embedded in host contracts that are not financial assets, and the requirements of
IFRIC 9 Reassessment of Embedded Derivatives.

The impact on the financial statements for the Bank has not yet been estimated.
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3. Significantaccountingpolicies(continued)

(w) Segment information

Information on segments A and B have been provided in compliance with the guidelines
issued by the Bank of Mauritius.

In compliance with the Banking Ac|2004, the banking business of licensed bank is divided
into two segments. Segment B relates to the banking business that gives rise to "foreign
source income." All other banking business is classified under Segment A,

The financial statements incorporate both segments.

Both Segment A and Segment B reporting currency is Mauritius Rupees (Rs).

Segment information is presented in respect of the Bank's business and geographical
segments. The primary format, business segments, is based on the Bank's management and
intemal reporting structure.

Business segments pay to and receive interest from the central treasury function in Global
Markets on an arm's length basis to reflect the allocation of capital and funding costs.

Segment capital expenditure is the total cost incurred during the period to acquire equipment,
and intangible assets other than goodwill.

4. Use of estimates and judgements

Management discussed with the Audit Committee the development, selection and disclosure of the
Bank's critical accounting policies and estimates, and the application of these policies and estimates.

These disclosures supplement the commentary on financial risk management (see note 6).

Key sources of estimation uncertainty

Allowances for credit losses

Assets accounted for at amortised cost are evaluated for impairment on a basis described in
accounting policy 3 (h).

The specific counterparty component of the total allowances for impairment applies to loans and an
advance evaluated individually for impairment and is based upon managemenis best estimate of the
present value of the cash flows that are expected to be received. In estimating these cash flows,
management makes judgements about counterparty's financial situation and the net realisable value
of any underlying collateral. Each impaired asset is assessed on its merits, and the workout strategy
and estimate of cash flows considered recoverable are independently approved by the Credit Riik
Management function.
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4. Use of estimates and judgements (continued)

Key sources of estimation uncertainty (continued)

Allowances for credit losses (continued)

Collectively assessed impairment allowances cover credit losses inherent in portfolios of loans and
advances with similar economic characteristics when there is objective evidence to suggest that they
contain impaired loans and advances, but the individual impaired items cannot yet be identified. A
component of collectively assessed allowances is for country risks. In assessing the need for
collective loan loss allowances, management considers factors such as credit quality, portfolio size,
concentrations, and economic factors. In order to estimate the required allowance, assumptions are
made to define the way inherent losses are modelled and to determine the required input parameters,
based on historical experience and current economic conditions, The accuracy of the allowances
depends on how well these estimate future cash flows for specific counterparty allowances and the
model assumptions and parameters used in determining collective allowances.

D e t erm ining fa ir v alu e s

The determination of fair value for financial assets and liabilities for which there is no observable
market price requires the use of valuation techniques as described in accounting policy 3 (g) (vi). For
financial instruments that trade infrequently and have little price transparency, fair value is less
objective, and requires varying degrees of judgement depending on liquidity, concentration,
uncertainty of market factors, pricing assumptions and other risks affecting the specific instrument,

Critical accounting judgements in applying the Bank's accounting policies

Critical accounting judgements made in applying the Bank's accounting policies include:

Va luqti on of financ ial ins trum ent s

The Bank's accounting policy on fair value measurements is discussed under note 3 (g) (vi).

The Bank measures fair values using the following fair value hierarchy that reflects the significance
of the inputs used in making the measurements:

Level l: Quoted (unadjusted) in an active market for an identical instrument.

Level2: Valuation techniques based on observable inputs, either directly (i.e. as prices) or indirectly
(i'e. derived from prices). This category includes instruments valued using: quoted market prices in
active markets for similar instruments; quoted prices for identical or similar instruments in markets
that are considered less than active; or other valuation techniques where all significant inputs are
directly or indirectly observable from market data.

Level 3: Valuation techniques using significant unobservable inputs. This category includes all
instruments where the valuation technique includes inputs not based on observable data and the
unobservable inputs have a significant effect on the instrument's valuation. This category includes
instruments that are valued based on quoted prices for similar instruments where significant
unobservable adjustments or assumptions are required to reflect differences between the instruments.
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4. Use of estimates and judgements (continued)

Valuqtion of financial ins trum ents (c ontinued)

Fair values of financial assets and financial liabilities that are traded in active markets are based on
quoted market prices. For all other financial instruments the Bank determines fair values using
valuation techniques. Valuation techniques mainly include net present value and discounted cash
flow models. Assumptions and inputs used in valuation techniques include risk-free and benchmark
interest rates, bond and equity prices and foreign currency exchange rates. The objective ofvaluation
techniques is to arrive atafair value determination that reflects the price of the financial instrument
at the reporting date that would have been determined by market participants acting at arm's length.

The Bank uses widely recognised valuation models for determining the fair value of common and
more simple financial instruments, like interest rate and currency swaps that use only observable
market data and require little management judgement and estimation. Observable prices and model
inputs are usually available in the market for listed debt and equity securities, exchange traded
derivatives and simple over the counter derivatives like interest rate swaps. Availability of
observable market prices and model inputs reduces the need for management judgement and
estimation and also reduces the uncertainty associated with determination of fair values. Availability
of observable market prices and inputs varies depending on the products and markets and is prone to
changes based on specific events and general conditions in the financial markets.

The valuation of options which requires more advanced techniques, is provided by our Group offices
which possess the skills and expertised to performed such valuations.

Valuation models that employ significant unobservable inputs require a higher degree of
management judgement and estimation in determination of fair value. Management judgement and
estimation are usually required for selection of the appropriate valuation model to be used,
determination of expected future cash flows on the financial instrument being valued, determination
of probability of counterparty default and prepayments and selection of appropriate discount rates,

However, as at the reporting date, the Bank did not have any instruments whose valuation required
si gnifi cant unobservable input.
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4. Use of estimates and judgements (continued)

Valuation of financial ins truments (continued)

Note Level I

MUR'OOO

Investment securities 19

Level I
MUR'OOO

Trading liabilities 17

The table below analyses financial instruments measured at fair value at the end of the reporting
period, by the level in the fair value hierarchy into which the fair value measurement is
cateeorised:

Level2
MUR'OOO

386,830

Level 2

MUR'OOO

|,225

Level 3

MUR'OOO

1,720

Level 3

MUR'OOO

Total
MUR'OOO

388,550

Total
MUR'OOO

1,225

Financial qsset and liability classification

The Bank's accounting policies provide scope for assets and liabilities to be designated on
inception into different accounting categories in certain circumstances:

In classifying financial assets or liabilities as "trading", the Bank has determined that it meets the
description oftrading assets and liabilities set out in accounting policy 3 (g).

In designating financial assets or liabilities at fair value through profit or loss, the Bank has
determined that it has met one of the criteria for this designation set out in accounting policy 3
(e).

In classifing financial assets as held-to-maturity, the Bank has determined that it has both the
positive intention and ability to hold the assets until their maturity date as required by accounting
policy 3 (g).

Details of the Bank's classification of financial assets and liabilities are siven in note 6.

Qua I fuing hedge r e lations hip s

In designating financial instruments as qualifying hedge relationships, the Bank has determined
that it expects the hedge to be highly effective over the life of the hedging instrument.

In accounting for derivatives as cash flow hedges, the Bank has determined that the hedged cash
flow exposure relates to highly probable future cash flows.
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BRAMER BANKING CORPORATION LTD

Notes to and forming part of the financial statements
For the year ended 3I December 2010

5 (ii). Segment analysis (continued)

Business segments

The Bank comprises the following main business segments:

' Financial services Includes investment in securities and placements with banks

' Retail Banking Includes loans, deposits and other transactions and balances
with individuals, SME's and corporate customers

Includes loans, deposits and other transactions with major
offshore corporate customers.

. Global Business unit

2010

In thousand of MUR

Extemal revenue:
Net interest income

Net fee and commission
lncome

Net trading gain

Dividend income

Net foreign exchange garn

Other operating income

Total segment revenue

Non- interest expense

lncome tax expense

Profit for the year

Segment assets

Segment liabilities

30,284 189,203

Note

7

8

9

t0
l0

Financial
services

30,218

66

Retail Global
Banking Business unit Unallocated Consolidated

104,814 8,559 - 143,591

40,504 5,825 5,100 51,429_

-66
43,885 5,527 - 49,412

59,941 59,941

t9,9ll 65.047 304.445

l5
(256,537)

(4,528)

43J80

2,387,468 3,409,824

150,058 4,251,811

124,978

1,371,323

443,247

189,100

6,365,517

5,962,292

83



BRAMER BANKING CORPORATION LTD

Notes to and forming part of the financial statements
For the year ended 3l December 2010

5 (ii). Segment analysis (continued)

Business segments (continued)
2009

In thousand of MUR 
Note

Financial
services

40,9 | I

186

124

7

8

9

l0
l0

Retail Global
Banking Business unit

63,968 6,44'l

22,0'71_ 8,166

38,574 6,953

Unallocated

10,916

63.485

Consolidated

111,326

4l ,153
186

t24
45,52'l

63,485

Extemal revenue:
Net interest income

Net fee and commission
lncome

Net trading gain

Dividend income

Net foreign exchange gain

Other operating income

Total segment revenue

Non- interest expense

Income tax expense

Profit for the year

Segment assets

Segment liabilities

2008

In thousand of MUR

External revenue:
Net interest income

Net fee and commission
lncome

Net trading gain

Net foreign exchange gain

Other operating income

Total segment revenue

Non- interest expense

Income tax expense

Profit for the year

Segment assets

Segment liabilities

4t,221 t24,6't3 2t,566 74,401 26t,801

l5
(2ts,96'7)

(5,687)

40,t47

2,040,192

653

1,97 1 ,55 1

3,t68,299

208,649

|,t37 ,487

53'7,984

93,805

Unallocated

5,374

l8,973

4,'758,3'76

4,400,244

Note

,1

8

9

l0
l0

Financial
services

54,3 r 9

554

Retail Global
Banking Business unit

46,531 2t,680

18,435 4,71'1_

2t,214 2,893

Consolidated

122,530

28,s26
554

24,t07

18,9't3

54,873 86, | 80 29,290 24,347 194,690

l5
(149,802)

(5,003)

39,885

|,293,812

5.264

t,862,866

2,496,670

385,485

86,205

3,542,163

84

620,575 3,208,7 t4



BRAMER BANKING CORPORATION LTD

Notes to and forming part of the financial statements
For the vear ended 3I December 2010

6. Financial risks management

Introduction and preview

The most important types of risk are credit risk, liquidity risk, market risk and other operational risk.
Market risk includes currency risk, interest rate and other price risk.

The Bank's activities expose it to a variety of financial risks and those activities involve the analysis,
evaluation, acceptance and management of some degree of risk or combination of risks. Taking risk is
core to the financial business, and the operational risks are an inevitable consequence of being in
business, The Bank's aim is therefore to achieve an appropriate balance between risk and return and
minimise potential adverse effects on the Bank's financial performance.

The Bank's risk management policies are designed to identify and analyse these risks, to set
appropriate risk limits and controls, and to monitor the risks and adherence to limits by means of
reliable and up-to-date information systems. The Bank regularly reviews its risk management policies
and systems to reflect changes in markets, products and emerging best practice.

Risk management is carried out by the Board of directors through the risk committee under policies
approved by the Bank. The Bank provides principles for overall risk management, as well as written
policies covering specific areas, such as foreign exchange risk, interest rate risk, credit risk, use of
derivative financial instruments and non-derivative financial instruments. ln addition, internal audit is
responsible for the independent review of risk management and the control environment.

Liquidity risk

Liquidity risk arises in the general funding of the Bank's activities and in the management of positions.
It includes both the risk ofbeing unable to fund assets at appropriate maturities and rates and the risk of
being unable to liquidate an asset at a reasonable price and in an appropriate time frame. The Bank
strives to maintain a balance between continuity of funding and flexibility through the use of liabilities
with a range of maturities. The Bank continually assesses liquidity risk by identifying and monitoring
changes in funding required meeting business goals and targets set in terms of the overall Bank's
strategy. Inaddition,theBankholdsaporlfolioofliquidassetsaspartofitsliquidityriskmanagement
strategies.

Management of liquidity risk

The Bank's Assets and Liabilities Committee ("ALCOM') measures liquidity position on an ongoing
basis and examine how funding requirements are likely to evolve under diverse scenarios, including
adverse conditions.

ALCOM performs scenario tests, taking reasonable steps to identify realistic adverse scenarios based

on varying situations, both bank-specific and market-wide difficulties.

ALCOM assigns timing of cash flows for each type of asset and liability by assessing the probability of
cash flows behaviour under the scenario being examined. For each funding source, the Bank then take
decisions whether the liability would be:

a. repaid in lull at maturity;

b. gradually run offover the next few weeks; or

c. virtually certain to be rolled over or available iftapped.
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6. Financial risks management (continued)

Liquidity ris k (continued)

Management of liquidity risk (continued)

The Bank shall use the monthly Maturity ladder as its main monitoring tool for liquidity
management. ALCOM also looks into on possible withdrawals of deposits by large deposits and
large draw down by borrowers.

Non-derivqtiv e cash fl ows

The table below presents the cash flows payable by the bank under non-derivative financial
liabilities by remaining contractual maturities at the balance sheet date. The amounts disclosed in
the table are the contractual undiscounted cash flows, whereas the bank manages the inherent
liquidity risk based on expected undiscounted cash inflows.

As at 3l December 2010

Upto3
Months

Rs'000

2,201,889

58

87,009

Over 6
Over 3 months

months to and up to
6 months 12 months

Over 5
Years Total

Over I
year and

up to
5 years

Liabilities
Deposits
Balances and
borrowing from
banks abroad

Other liabilities
(excluding accrued
interest payable)

Total liabilities
(Contractual
maturity dates)

Tolal assels
(Expected maturity dates)

Rs'000 Rs'000

1,873,570 2,334,041

Rs'000 Rs'000

85,268 6,807,009

-58

16,951 106,336

Rs'000

312,241

1,525 851

2,299,956 1,875,095 2,334,041 313,092 102,219 6,913,403

2,655,940 557,203 948,985 3,027,414 1,802,757 8,992,299
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6. Financial risks management (continued)

Liquidity ris k (continued)

Managemenl of liquidity risk (continued)

Non-derivative cash flows (continued)

As at 3l December 2009

Upto3
Months

Over 6
Over 3 months

months to and up to
6 months 12 months

Over I
year and

up to
5 years

Over 5
years Total

Liabililies
Deposits
Balances and borrowing
from banks abroad

Other liabilities
(excluding accrued
interest payable)

Tolal liabilities
(Contractual maturity
dates)

Total assets
(Expected maturity dates)

As at 3l December 2008

Liabilities
Deposits
Balances and borrowing
from banks abroad

Other liabilities
(excluding accrued
interest payable)

Total liabilities
(Contractual maturity
dates)

Total assets
(Expected maturity dates)

Rs'000

3,1 00,868

653

58,3 55

Rs'000

324,797

7.r59

Rs'000

559,987

1,504

Rs'000

417,427

829

Rs'000 Rs'000

79,162 4,482,241

- 653

67,847

3,1 59,876 33 1,956 56t,491 418,256 79,162 4,550,741

2,693,161 326,700 514,239 1,674,638 793,414 6,002,t52

Over 6
Over 3 months

months to and up to
6 months 12 months

Over I
year and

up to
5 years

Over 5
years Total

Upto3
Months

Rs'000

2,075,467

? 571

17 \14

Rs'000

123,532

8,205

Rs'000

409,870

Rs'000

668,586

s,693

Rs'000 Rs'000

85,284 3,362,739

- ? 571

2,519 53,991

2,116.612 131,737 409,870 674,279 87,803 3,420,301

198,6061,649,753
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6. Financial risks management (continued)

Liquidity risk (co ntinued)

Management of liquidity risk (continued)

Derivative cash/lows

The table below analyses the Bank's derivative financial liabilities that will be settled on a gross
basis into relevant maturity groupings based on the remaining period at the balance sheet to the
contractual maturitv date. The amounts disclosed in the table are the contractual undiscounted cash
flows.

Over 6
Over 3 months

Up to 3 months to and up to
months 6 months 12 months

Between Between
Rs'000 Rs'000 Rs'000

(1,225)

(1,225)

Over I
year and

up to
5 years

Between
Rs'000

Over 5
years Total

Rs'000 Rs'000
Al 3l December 2010
Derivatives held for
trading:

-Foreign exchange
derivatives - Outflow

- Inflow

Total

Al 3I December 2009
Derivatives held for
trading:

-Foreign exchange
derivatives - Outflow

- Inflow

Total

At 31 December 2008
Derivatives held for
trading:

-Foreign exchange
derivatives - Outflow

- Inflow

Total

(1,225)

- (t,225)

3,435

1 4?s

(1,693)
1,932

3,435

3,435

( 1,693 )
1.932

239239
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