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NOTES TO THE FINANCIAL STATEMENTS

38 CAPITAL

The Group and the Bank maintain an actively managed capital base to cover risks inherent in the business. The adequacy of the Group’s and the Bank’s capital is 
monitored using, among other measures, the rules and ratios established by the Basel Committee on Banking Supervision and adopted by the Bank of Mauritius in 
supervising the Group and the Bank. During the past year, the Group and the Bank have complied fully with all its externally imposed capital requirements.

Capital management

The primary objectives of the Group’s and the Bank’s capital management are to ensure that the Group and the Bank comply with externally imposed capital requirements 
and that the Group and the Bank maintain strong credit ratings and healthy capital ratios in order to support the business and to maximise shareholders’ value.

The Group and the Bank manage their capital structure and makes adjustments to it in light of changes in economic conditions and the risk characteristics of its activities. 
In order to maintain or adjust the capital structure, the Group and the Bank may adjust the amount of dividend payment to shareholders, return capital to shareholders 
or issue new capital securities.

ELIGIBLE RISK-WEIGHTED CAPITAL
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2018

MUR’000 MUR’000 MUR’000 MUR’000 MUR’000 MUR’000

Tier 1 capital 7,996,924 7,240,680 6,199,854 7,986,957 7,257,255 6,279,995 
Tier 2 capital 399,896 463,159 427,205 399,896 463,159 389,292 
Total capital 8,396,820 7,703,839 6,627,059 8,386,853 7,720,414 6,669,287 

Risk-weighted assets 55,437,946 50,286,707 47,000,533 55,363,146 48,714,294 45,345,385 

% % % % % %

Capital adequacy ratio  15.15  15.32  14.10 15.15%  15.85  14.71 

Regulatory capital consists of Tier 1 capital, which comprises share capital, retained earnings, foreign currency translation and other reserves. Certain adjustments are 
made to IFRS-based results and reserves, as prescribed by the Central Bank of Mauritius. The other component of regulatory capital is Tier 2 capital, which includes stage 
1 and stage 2 provisions and country risk reserves.

39 EVENTS AFTER REPORTING DATE

(i) Dividend

AfrAsia Capital Management Ltd is a wholly-owned subsidiary of AfrAsia Bank Limited (“the Bank”). In light of the ongoing restructuring, the Bank of Mauritius (“BOM”) 
has given its approval for the Bank to proceed with the distribution of the shares of AfrAsia Capital Management Ltd to the current shareholders of the Bank, by way of a 
dividend in specie. This is subject to the financial statements of the Bank for the year ended 30 June 2020 being audited and signed by the external auditors of the Bank.

(ii) Recomposition of the Board of Directors

Subsequent to the reporting date, there have been several changes in the composition of the Board of Directors as further explained in the Corporate Governance Report.

40 OFFSETTING FINANCIAL INSTRUMENTS
The Group and the Bank offsetting financial arrangement is summarised on the following pages.

Derivatives and loans and advances to banks

The Group and the Bank uses master netting agreements and holds cash collateral and marketable securities to mitigate the credit risk of derivatives, repurchase 
agreements and securities lending.

The Group and the Bank enters into derivatives with central counterparty clearing houses (CCPs) or bilaterally under International Swaps and Derivatives Association 
(ISDA) master netting agreements. ISDA Master Netting agreements give either party the legal right of offset on termination of the contract or on default of the other 
party. The Group and the Bank executes a credit support annex in conjunction with each ISDA agreement, which requires the Group and the Bank and each counterparty 
to post collateral to mitigate credit risk. Collateral is also posted daily in respect of derivatives transacted on exchanges and with CCPs. The collateral posted with regards 
to open derivatives is cash or marketable securities.

The Group’s and the Bank’s repurchase, and reverse repurchase, transactions and securities borrowing and lending are covered by master agreements with netting terms 
similar to those of ISDA master netting agreements.


