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Report on the audit of the Financial Statements (Continued)

4. Impairment of loans and advances to customers

Key Audit Matter

The Group has loans and advances portfolio of MUR 10,096,076 as at 30 June 2017, through one 
of its subsidiary operating in Madagascar. Impairment allowances represent management’s best 
estimate of the losses incurred within the loan portfolio at the reporting date. They are calculated 
on an individual basis for significant loans. The calculation of impairment allowances is inherently 
judgemental and is based on the identification of impaired loans and applying the requirements as 
prescribed by the Guidelines issued by the Commission de Supervision Bancaire et Financière. 

For specific impairments, judgement is required to determine when an impairment event has 
occurred and then to estimate the expected future cash flows related to that loan. The audit was 
focused on impairment due to the materiality of the balances and the subjective nature of the 
calculation.

Related Disclosures

Refer to note 2(a) and 18 of the accompanying financial statements.

Audit Response
• We assessed and tested the design and operating effectiveness of the controls over specific 

impairment calculations including the quality of underlying data and systems.

• We reviewed and assessed the quality of the portfolio and timely identification of the non-
performing portfolio through:

• Our review of minutes of the risk and credit committee

• Reviewing and testing loan arrears report and 

• Discussions with management on loans which we have identified as impaired but which 
have not been classified as impaired by management, and ensured that appropriate 
evidence are available to substantiate the non-classification. 

• We checked whether the impairment of loans and advances to customers is in compliance with 
International Financial Reporting Standards (IFRS).

• For specific impairment loss on individual loans, we reviewed the completeness of the loan 
portfolio which are individually impaired, the external collateral valuation used and controls 
over the approval of significant individual impairments.

• For specific allowances, the modelling policy and methodology used for individual loans were 
independently assessed for a sample basis. 
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