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Manager’s Statement

Dear Unitholders,

Following the outbreak of the coronavirus in China in January 2020 and rising cases globally, the World
Health Organization announced COVID-19 as a pandemic on 11 March 2020. The world has been confronted
with unprecedented challenges from an economic, medical and human perspective. At the time of writing this
message, the global number of cases has crossed 25 million.

Global equities markets were subject to high volatility during the financial year June 2020; market sentiment
was dented by geopolitical tensions and global economic slowdown in the first half of FY20 while in the
second half, the outbreak of the COVID-19 pandemic resulted in significant market sell-offs. In the fourth
quarter of FY20, markets rebounded following unprecedented monetary and fiscal stimuli along with easing of
lockdowns; global equities finished FY20 with a marginal gain of 1.1% in USD terms. Domestic equities
continued to underperform their global counterparts as the SEMDEX recorded -21.9% over the period.

On the domestic debt market, the Bank of Mauritius (BoM) cut rates by 15 bps to 3.35% p.a. in the first half of
2020 following a weakened global economic outlook from US — China trade disputes. In the second half of the
year, rates were cut on two occasions with a view to cushioning against any economic downturn induced by
the COVID-19 outbreak — the Key Repo Rate stood at 1.85% p.a. as at June 2020. Government of Mauritius
(GoM) yields have fallen drastically over the financial year; as an indication, the 1Y GoM fell from 3.15% to
1.06% while that on the 20Y GoM decreased from 5.98% to 3.05% on the secondary market.

The Fund's Net Asset Value (NAV) per unit fell from MUR 27.34 in June 2019 to MUR 26.41 in June 2020.
This corresponds to a total return of -1.8% for the financial year 2020. As an indication of equity market
performance, the SEMDEX and MSCI| World index registered MUR performances of -21.9% and 13.8%,
respectively.

The record levels of fiscal stimulus along with the ongoing low inflation and low interest rates environment are
supportive to global equities yet economic conditions remain challenging. In Mauritius, international frontiers
are yet to be reopened and this may impact sentiment and outlook of certain dependent sectors. In such
times, the right balance between growth and matching assets is the essence of portfolio risk management.
Through its balanced strategy, the Fund may gradually increase its allocation to fixed income securities in
managing downside risks.

like to thank the management team and all the stakeholders for their contribution towards

the value offthe Fund as well as thg unit holders for their confidence in us.

23 Septefber 2020
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1.

Ferformance

1.1 Performance review

For the financial year ended 30 June 2020, SBM Universal Fund registered a return of -1.8% against a
benchmark performance of -1.5%. The net assets of the Fund fell from MUR 412.2M in June 2019 to MUR
357.1M in June 2020 mainly as a result of net redemption trends.

The negative performance was driven by domestic equity positions. The main portfolio laggards over FY20
were MCBG (-14.7%). SBMH (-28.2%), NMH (-56.7%), LUX (-51.7%)} and SUN (-56.8%) while the main
leaders were Innodis (+6.0%) and PBL (+8.2%). On the upside, the portfolio benefitied from strategic sector

allocations including Technology Select Sector Fund (+53.0%), Invesco Dynamic Software ETF (+35.1%) and
iShares U.S. Medical Devices ETF (+24.3%).

As an indication of equity market performances during the year, SEMDEX and SEMTRI plunged by -21.9%
and -19.4%, respectively. Yieids on 1Y Government of Mauritius securities fell from 3.15% to 1.06% during
the year. On global markets, the MSCI All Country World index registered a USD performance of 0.3%,
equivalent to 12.9% in MUR terms after the USD strengthened by 12.6% against the MUR.

Cumulative performance
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Cumulative return

Fund 2.1% 84% -49% -49% -18% 31% 7.5% 298.9% 8.0%

Benchmark 1.7% 80% -57% -B57% -15% 62% 14.3% 269.9% 7.5%

Financial year return

Fund -3.7% 6.3% 13.0% 9.3% -5.0% 9.7% 4.7% 03% -18%

Benchmark -3.6% 9.4% 10.9% 4.5% -4.3%  12.4% 6.1% 1.7% -1.5%
Financial year as at June
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Z.  Breakdown of assets

2.1 Porifolio decomposifion

The Fund’s asset allocation is based on its invesiment objective of long-term capital growth and risk tolerance.
As at 30 June 20, it was 26.7% invested in local equities, 35.9% in foreign equities, 25.2% in local fixed
income, 4.6% in alternative investments and 7.6% in cash and cash equivalents. North American and
European equities were the largest foreign constituents,

Asset allocation Currency allocation
Alternativ EUR,
Cash & 8, 4.6% Foreign 3.0%
Equivale / Equities,
nt, 7.6% . 35.9%

focal
Equities,
28.7%
Equity allocation by region Domestic equity allocation by sector
. . o
Latin America | 0.5% Sugar  0.2%
4 o
Others § 1.2% Real Estate  0.3%
Central Asia Textile g 0.6%
Asia Pacific Industry 6.3%
Adrica /

Middle East Leisure & Tourism 7.1%
Europe Commerce 11.6%
North

America Invesiment
Mauritius Banking & Insurance 48.3%
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2.2 Top 5 holdings
The top five holdings represented 36.0% of the total porifolio as at June 2020 and was diversified across
domestic equities, exchange iraded funds and debt securities.

MCB Group Limited B3 93%
iShares MSCI World ETF 31.7 8.9%
MHC — Fixed Deposit 25.3 7.1%
SIT Note 20.1 5.6%
Vanguard S&P 500 ETF 18.3 5.1%
Total 128.7 36.0%

3. Markst review

3.1 Local review

Over the financial year, the SEMDEX and DEMEX closed at 1,662.61 points and 206.85 points, registering
negative returns of -21.8% and -9.4%, respectively. The main leading movers, that is, companies which
coniributed to the positive performance of the SEMDEX were Vivo Energy Lid, MUA Ltd and Phoenix
Beverages Ltd while the main laggards were MCB Group Ltd, New Mauritius Hotels Ltd and SBM Holdings
Ltd. The top three gainers in terms of price returns were Vivo Energy Lid (+31.8%), National Investment Ltd
(+28.1%) and MUA Lid (+19.0%) and the top three losers were New Mauritius Hotels Lid (-66.7%), Sun Lid (-
57.7%) and Omnicane Lid (-52.0%). The SEMDEX's price-earnings ratio and dividend yield stood at 12.22x
and 4.00%, respectively, as at 30 June 2020 compared to corresponding figures of 17.20x and 3.27% as at
June 2019.

During the first half of the year, the Bank of Mauritius (BoM) cut rates by 15 basis points to 3.35% p.a.
following a weakened global economic outlook from the on-going U.S.-China trade tensions. In the second
hali of FY20, rates were cut on two occasions with a view to cushioning against any economic downturn
induced by the COVID-19 outbreak — the Key Repo Rate stood at 1.85% p.a. as at June 2020. Excess
liquidity stood at MUR 57.9Bn as at 2 July 2020 with MUR cash holdings increasing from MUR 11.4Bn on 4
July 2019 to MUR 39.58n on 2 July 2020. Headline inflation remained moderate, albeit rising to 1.8% in June
2020 from 1.0% in June 2019.

Government bond vyields on the primary market dropped further in the second half of FY20 following the
COVID-18 outbreak and cut in policy rates. On the secondary market, 91D Treasury Bills traded at a weighted
average yield of 0.74% in June 2020 against 2.77% in June 2019. The yield on the 182D declined by 216
basis points fo reach 0.86% in June 2020 while that of the 364D Bills fell from 3.15% to 1.06% over the same
period. Yields of GoM Notes and Bonds followed the same trend with the 5-year GoM notes trading at 1.89%
in June 2020 against a reading of 4.20% in June 2019. The yield on 10Y GoM bonds fell by 238 basis points
io reach 2.48% over the financial year 2020 while 15Y GoM bonds traded at a yield of 2.81%, 263 basis
points lower than its June 2019 reading. The 20Y GoM bonds yield dropped to 3.05% in June 2020 compared
to a reading of 5.98% in June 2019,

3.2 Foreign market review

Despite the high market volatility from geopolitical tensions related to US-China trade war and COVID-19
during the financial year, the MSCI World index returned 1.1% in USD ferms, eguivaient to 13.8% in MUR.
After the large equity sell-off in March, global markets picked up in the fourth quarter of FY20 after major
ceniral banks adopted a more aggressive accommodative monetary policy stance while governments
deployed fiscal measures with & view to cushioning against the adverse impact of COVID-186.
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US equities outperformed deveioped markets with the S&P 500 index posting gains of 5.4% in USD ierms and
18.7% in MUR terms. Headlines in the first half of FY20 were dominated by US-China frade negotiations and
monetary policy announcements with a "Phase-one deal” reached by the end of 2019 between the two world
economic giants. During the first three months of 2020, US equity markets fell significantly with surging
jobless claims and deteriorating manufacturing activity. Markets started rebounding towards the end of March
with mounting optimism over the easing of lockdown along with monetary and fiscal support. During FY20, the
Federal Reserve cut interest rates on five occasions; three times in 2019 and twice in March 2020 as an
urgency response fo the outbreak of the pandemic and with a view to supporting the US economy. The target
range for Federal Funds rate was thus brought down to 0.00%-0.25%.

The Eurostoxx 50 registered -6.9% in EUR terms (MUR terms: 3.8%) over the period. The DAX and CAC
recorded corresponding EUR returns of -0.7% and -10.9% (10.7% and -0.7% in MUR) while the FTSE MIB
returned -8.8% (MUR: 1.7%). The European Central Bank (ECB) kept rates on major refinancing operations
and on the marginal lending facility unchanged, respectively at 0.00% and 0.25%. A 0.10% cut in deposit
interest rates was however announced in September 2019, bringing it to -0.50%. UK stocks were among the
worst performers in developed markets after the FTSE 100 registered GBP returns of -16.9%, equivaleni io -
8.8% in MUR. The Bank of England had maintained inierest rates at 0.75% since August 2018 but, amidst
COVID-19, it cut interest rates twice to & historical low of 0.1% in March 2020.

Japanese equities closed in posiiive territory with the Nikkei 225 registering JPY returns of 4.8% for FY20
(MUR: 18.0%). Even though the shori-term interest rate was maintained at -0.1% over FY20, the Bank of
Japan eased its monetary policy by commitiing to "aggressively" buying ETFs at an annual rate of about USD
112.55 billion, doubling the amount it had committed to buy so far.

Emerging markets generally lagged developed markets with the MSCl Emerging index registering 1-year USD
refurns of -5.7% (MUR ferms: 6.2%). The Shanghai Composite index registered CNY returns of 0.2% for
FY20 (MUR: 9.7%). Indian equities were among the major underperformers in emerging markets as the BSE
Sensex index posted refurns of -11.4% in INR terms (MUR: -8.9%).

4, Market Quilook

According to the latest International Monetary Fund (IMF) update, global growth is projected at -4.9% in 2020,
1.9 percentage points beiow the April 2020 World Economic Outlook (WEQ) forecast. Consumption growth
has been downgraded for most economies, reflecting a larger than anticipated disruption to domestic activity.
The projections of weaker private consumption reflect & combination of large adverse aggregate demand
shocks from social distancing and lockdowns, as welt as a rise in precautionary savings. Investment is likely to
be subdued as firms defer capital expenditure amid high uncertainty. Policy support is expected to partially
offset the deterioration in privaie domestic demand.

Global activity is expected to trough in the second quarter of 2020, recovering thereafter. In 2021, growth is
estimated to strengthen to 5.4%, 0.4 percentage point lower than the April forecast. Consumption is projecied
to strengthen gradually next year, and investment is also expected to edge up, but to remain subdued. Global
GDP for the year 2021 is forecasted to marginally exceed its 2019 level.

in the US, the rapid increase in new infection cases siowed down the process of re-opening the economy and
led to renewed lockdowns in certain states, dimming its economic outlook. GDP growth has been revised
downwards to -8.0%, 2.1 percentage peinis lower than the projected reading in Aprii 2020 WEO. A gradual
rebound of 4.5% is however projected in 2021. While the expiration of the enhanced unemployment benefits
of USD 600 per week is nearing, uncertainty over a new fiscal stimulus package looms. The Federal Reserve
has projected to maintain the Fed Fund target range steady at 0.00% to 0.25%, indicating that interest rates
would be kept near zero untii the economy recovers.
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Growth in the Eurozone is estimated at -10.2% for the year 2020, the worst projection among advanced
markets. It is expected that the economy will experience a deeper hit to activity in the first half of the year, with
social distancing measures and other adverse impacts of the COVID-19 pandemic weighing on the Euro area.
In 2021, growth in the Euro area is expected to strengthen fo 6.0%, with growth projections for France and
ltaly at 7.3% and 6.3% respectively. The 2021 growth rebound is projecied to be driven by improved domestic
demand conditiens and recovery in commodiiy prices.

Japanese real GDP growth is projected to shrink by 5.8% in 2020, revised downwards by 0.6 percentage
points compared to the April 2020 WEO projection. A rebound of 2.4% is projected in 2021 driven by fiscal
and menetary support.

Although most global economies are projected to contract in 2020, emerging markets are expected to
outperform advanced economies. Growth in emerging markets is forecasted at -3.0%, 2 percentage points
below the April 2020 WEOQ forecasi. While the growth rate for most of the emerging countries are marked
down, Ching's real GDP is projected to grow by 1.0% in 2020, followed by a sharp uptick of 8.2% in 2021. For
India, the IMF has revised down its growth projections to -4.5% for 2020 and a positive growth of 6.0% for
2021.

The pandemic has been contained at national level but the economic situation remains particularly
challenging for open economies like Mauritius. The Government has 50 far implemenied fiscal measures like
the government wage assistance and the self-employed assistance scheme to contain unemployment and
support economic activity. On the monetary side, policymakers are likely to maintain an accommodative policy
stance in the short term given the economic challenge and a large expected dip in domestic economic growth.
Statistics Mauritius has projected GDP growth to contract by around 13% in 2020, led by large declines in the
accommodation, textile manufacturing and construction sectors of approximately 70%, 45% and 20%,
respectively. Other sectors are forecasted to face major downtrends in 2020 excepi for Financial & Insurance
activities which is forecasied to grow by 1%.

Given the looming risks to global economic activity and potential spillovers on the domestic economy, the
Fund shall enhance its risk management framework in allocating assets across various asset classes. it will
continue to hold a diversified portfolio of assets, in line with its strategy, in managing unsysiematic risks. The
Fund is likely to maintain its current positions in “quality” equity exposures and reduce exposure to speculative
stocks given the market uncertainty from COVID-18. Through its balanced strategy, the Fund may gradually
increase its exposure to fixed income securities, which should support in managing porifolio risks.
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The Trustee and Manager of SBM Universal Fund (“the Fund”) are pleased to submit their Corporate
Governance Report for the year ended 30 June 2020, inciusive of other statutory disclosures.

INTRODUCTION

SBM Universal Fund was authorised by the Financial Services Commission under the Unit Act, 1989 as
amended, and established as a Unit Trust by a trust deed of the SBM Unit Trust dated 7 June 2002
between SBM Mauritius Asset Managers Ltd (The manager) and Sun Insurance Co. Ltd (The Trustee)
and subsequently governed by the Supplemental Deed dated 30 November 2012, Supplemental Deed
No. 1 dated 14 November 2013 and Supplemental Deed No. 2 dated 20" October 2017.

It is an open-ended Collective Investment Scheme established under Section 3 of the Unit Trust Act.
1989 authorised and regulated under the Trust Act, 2001, Securities Act, 2005 and the Securities
(Collective Investment Schemes and Closed-end Funds) Regulation, 2008 by the Financial Services
Commission.

However, following a restructuring exercise, the Fund has been restructured under the SBM [nvestment
Unit Trust, whilst keeping their investment objectives and strategies by a Supplemental Deed of
Amendment of the Trust Deed of the SBM Investment Unit Trust dated 31 December 2019 between the
Manager and DTOS Trustees Ltd.

The Fund's objective is to maximise returns on a long-term basis and to provide regular income fo its
unitholders whilst keeping a balanced-risk strategy.

The Fund is a public interest entity.
STATEMENT OF COMPLIANCE

SBM Universal Fund’s corporate governance framework includes its Trustee, Investment Committee,
Manager, the Board of the Manager, Unit-holders and other stakeholders.

The organisation's structure is as follows:

Unit Holders
/ Board of Direciors of SBMMAM \
- Mr. Pierre D'Unienville
- Mr. Lakshimana Lutchmenarraidoo
DTOS&;&;E;S Ltd - Mr. Alain Eric Koo Khen Heong Venpin
o - Mr. Shailendrasingh Sreekeessoon
S - Mr. Roshan Ramoly
| - Mrs. Reedhee Bhuttoo
! \ - Mr. John Wallace Mcliraith j
v
SBM [nvestment | > SBM Universal P SBM Mauritius Asset
Unit Trust Fund Managers Lid ("SBMMAM®)

Investment Committee of SBMMAM
Mr. Alain Eric Koo Khen Heong Venpin
Mr. Roshan Ramoly
Mr. Richard Robinson
Mr. Edward Vaughan Heberden
Mr. Assad Abdullatiff

] [ T |




SBM UNIVERSAL FUND
CORPORATE GOVERNANCE REPORT
FOR THE PERIOD ENDED 30 JUNE 2020 3{ii).

The Trustee, the Manager and the Board of the Manager are fuily committed to achieving and
sustaining the highest standards of corporate governance with the aim of maximising long-term value
creation for the unit-holders of the Fund and all the stakeholders at farge. Much emphasis is on the
conduct of business practices that display characteristics of good corporate governance namely
discipline, transparency, independence, integrity, accouniability, social responsibility, professionalism
and fairmess.

In addition, the Trustee, the Manager and the Board of the Manager of the Fund continuously review
the implications of corporate governance principles and practices in light of their experience, regulatory
requirements and investor expectations. They hereby confirm that the Fund, as set out in this report,
has strived to comply in all material aspects with the following legal and regulatory framework:

Trust deed and subsequent Supplemental Deeds:

Terms of reference of the Trustee and sub-committee;

Disclosures required under the Code of Corporate Governance for Mauritius (the “Code");
The Trust Act, 2001;

The Securities Act, 2005: and

The Securities (Collective Investment Schemes and Closed-end Funds) Regulations, 2008.

® @ -] e e 9

Principle 2, 3 and 4 of the Code of Corporate Governance are fulfilled by the Board of the Manager.

The Board of the Manager has attempted to create the right balance and composition to better meet the
objectives of the organisation. The Board is unitary and comprises of six Directors, of which four are
Independent and two are Executive Directors. The Independent Directors do not have any relationship
with the majority unitholders, therefore a sufficient number of directors do not have any relationship with
the organisation. The Board is led by Mr. Pierre Marrier D'Unienville and all Board members currently
reside in Mauritius.

There exists a transparent procedure in place regarding the appointment of prespective Directors which
is made in accordance with the skills, knowledge and expertise required on the Board. The re-election
of Directors is made on an annual basis at the Annual Meeting of Shareholders. New Board members
are provided with an Induction Pack to provide them with sufficient knowledge and understanding of the
Company’s business.

All Board members are fully apprised of their fiduciary duties as laid out in the Companies Act 2001.
The independent directors are remunerated for their knowledge, experience and insight provided to the
Board as well as contribution to helping and assisting the intermediaries of the Company in the
performance of their duties. Fees paid to the Independent Direciors amounted to MUR 1,290,000 for
the year ended 31 December 2019 {2018: MUR 1,030,000). Directors’ fees are not disclosed on an
individual basis for confidentiality reasons.

TRUST DEED AND SUPPLEMENTAL DEEDS

The Trust Deed and subsequent Supplemental Deeds of the Fund comply with the provisions of the,
the Trust Act, 2001, The Securities Act, 2005 and The Securities (Collective Investment Schemes and
Closed-end Funds) Regulations, 2008. The Deed is available upon written request to the Manager at
the Registered Office of the Fund.

Salient features of the documents are:

No unit-holder shall be entitled {o:
s require the transfer to him of any of the assets comprised in the Fund;
e interfere with or question the exercise or non-exercise by the Trustee or the Manager of the
rights and powers of the Trustee and the Manager in their dealings with the Fund or its assets or
any part thereof;
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» attend meetings whether as unit-holders or otherwise, or to vote or fo take part in or consent to
any action concerning any property of any entity in which the Fund holds an interest.

A unit-holder is entitled to any distribution as approved and declared by the Manager as per provisions
of the Trust Deed.

SHAREHOLDING
Holding Structure — 30 June 2020

As at 30 June 2020, the Fund had issued 13,520,457.64 units for a total fund size of Rs. 357,271,814,
The NAV per unit of the Fund as at 30 June 2020 was Rs. 26.4124.

The NAV per unit for the past five years are as follows:

Year NAV per unit
June 2016 24,63
June 2017 26.66
June 2018 27.56
June 2019 27.34
June 2020 26.41

Analysis of ownership

The Fund had 1,078 unit-holders as at 30 June 2020. A breakdown of the category of unit-holders and
the unit ownership as at 30 June 2020 are set out below:

0-59,999 416 282,414.48 2.08
60,000 - 99,999 91 265,321.20 1.96
100,000 - 124,999 39 164,284 .41 1.22
125,000 - 199,999 110 661,844.80 4.90
200,000 - 499,999 258 2,940,609.44 21.75
500,000 - 999,999 110 2,778,791.73 20.55
1™ - 1,499,999 18 883,845.84 6.54
1.5M - 1,999,999 7 484,221.73 3.58
2M - 2,899,899 11 1,004,843.86 7.43
3M - 5,989,999 9 1,525,136.66 11.28
BM - 10M 6 1,659,316.14 12.27
10M-20 M 2 869,827.35 6.43
Total 1078 13,520,457.64 100.00

Unit-holder’s Agreement

To the best knowledge of the Manager and Trusiee, there has been no such agreement with any of its
unit-holders for the year under review.
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Unit-holders’ Relations and Communication

Unit-holders are strongly encouraged to visit the website of the Manager to remain updated on the
Fund's initiatives/projects, goals and prices.

Unit-holders’ Calendar

The Fund has planned the following forthcoming events:

Reporting date 30 June 2020
Publication of year end results Within 90 days from end of 30 June 2020
Declaration of dividend Within 2 months from end of 30 June 2020

Dividend Policy

The objective of the fund is to pay all income available for distribution on a yearly basis. In that respect,
income excludes capital gains both realised and unrealised. While fixing the dividend rate, the Trustee
and Manager also teke into account other considerations that might affect the economic interests and
proper long term running of the Fund.

THE TRUSTEE AND THE MANAGER
Corporate Profile of the Trustee — DTOS Trustees Ltd

DTOS Trustees Ltd is a private company incorporated in Mauritius on 23 May 2003. DTOS Trustees
Ltd is a wholly owned subsidiary of DTOS Ltd and is duly licensed by the Financial Services
Commission to act as a qualified frustee. 1t offers a complete and comprehensive range of trust
services including trust formation / migration, corporate trusteeship, advice on tax, regulatory and
statutory matters, accounting, administration and tax filings, where required.

Role of the Trustee

The Trustee has been appointed in order to ensure that the affairs of the Fund are being managed and
administered for the benefit of the unit-holders and to their best interests along the following principles:

» International best standards and regulatory compliance

Overseeing the conduct of the Fund’s business and monitoring whether the business is being properly
managed at all levels according to international best standards and in accordance to provisions of its
reguiatory regime;

¢ Accounts and risk management
Reviewing and, where appropriate, approving risk policy, financial statements, annual budgets,
business plans and internal reports;

o Supervision of fund intermediaries
Supervising the fund intermediaries in their delivery of services to the Fund and ensure that such
delivery is done diligently and creates most value for the unit-holders of the Fund.
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Corporate Profile of the Manager — SBM MAM

SBM Mauritius Asset Managers Ltd ("SBM MAM") is the investment management arm of the SBM
Group. The SBM Group, that is, SBM Holdings Lid is a public company listed on the Stock Exchange of
Mauritius. SBM MAM specialises in providing investment management services for mutuai funds and
institutional investors. I additionally distribuies a wide range of financial products. SBM MAM is
licensed by the Financial Services Commission to act as CIS Manager. It currently has a total asset
under management close to MUR 9.2 billion.

Role of the Manager and its obligations

The Manager is appointed by the Trustee and under the supervision of the Trustee, manages and
administers the Fund for the benefit of the unit-holders of the Fund in accordance of the Trust Deed and
Prospectus of the Fund.

Its obligations cover but are not restricted to the following:

Conduct of Business
It shall conduct its business in a proper and efficient manner to ensure that any undertaking in the
affairs of the Fund is carried out in a proper, ethical and efficient manner.

Supervision of assets
The Manager shalt manage and supervise all assets of the Fund to the best interest of the unit-holders.

Trade in units of the Fund
It shall sell and issue units of the Fund in accordance to the provisions of the Trust Deed and
Prospectus and in so doing shall ensure that the interests of unit-holders are protected at all times.

Dealing in the Fund’s shares

No director dealt in the Fund shares during the year under review and no director held shares in the
Fund.

THE INVESTMENT COMMITTEE

The Trust Deed provides for the establishment of an Investment Committee composed of at least 3
persons and not more than 6 persons. The main purpose of the committee is to issue guidelines and
advise the Manager on investments. Currently, the committee is composed of 5 members and meets on
a quarterly basis. It reviews the performance of the Fund, ensures that the investment strategy
complies with the provisions of the Trust Deed and Prospectus.

INTERNAL CONTROL

The Manager and the Board of the Manager acknowledge their responsibility for internal control and
work closely together and with the Fund Administrator to put in place a system of internal control which
is designed to provide the Trustee with reasonable assurance that the assets are safeguarded, that
operations are carried out effectively and efficiently, that the financial controls are reliable and in
compliance with applicable laws and regulations and that material frauds and other irregularities are
either prevented or detected within a reasonable time.

The Manager and Fund Administrator prepare compliance and risk monitoring reports that are
submitted to the Investment Committee and Board of the Manager on a quarterly basis for their review,
following which recommendations are made to the Manager on an on-going basis. Preventive and
corrective actions are then duly implemented to address internal control deficiencies and opportunities
for improving the systems.
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EXTERNAL AUDIT

Deloiite was appointed as statutory auditors of the Fund for the financial year ended 30 June 2020.
The Trustee and Manager assess and review on a regular basis the independence of the extemnal
auditor,

RELATED PARTY TRANSACTIONS
For the related party transaction, please refer to Note 20 of the Financial Statements.
RISK MANAGEMENT

The Manager is responsible for the risk management practice and procedures in place within the
operating structure of the Fund for risk management. The Manager aiso defines the overall strategy
for risk tolerance and is responsible for the design, implementation and review of a risk management
framework, processes and management of risk as performed by the intermediaries and service
providers of the Fund. Part of the responsibility to monitor the framework and processes has been
delegated to the Invesiment Committee which conducts reviews on a quarterly basis.

The Fund's policy on risk management encompasses all business risks including operational,
technology, business continuity, financial, compliance and reputational risks which could influence the
achievement of the Fund's objectives. In context, a due diligence exercise is undertaken in
collaboration with nominated iniermediaries to ensure that they have the capability to commit on the
implementation of appropriate customised procedures and controls for the purpose of the Fund.

The risk management mechanisms in place include:

e A system for the on-going identification and assessment of risk;

o Development of strategies in respect of risk and definition of acceptable and non-acceptable levels
of risk;

¢ The communication of risk management policies across the multiple parties and functionaries
involved in the processes;

¢ The impiementation of a documented system of processes with appropriate controls and approval
mechanism that closely align the control effort to the nature and importance of the risk;

e Processes to reduce or mitigate identified risks and contain them within the levels of iolerance
defined and agreed by the Board of the Manager;

o Compiiance reports are prepared and presented to the Board of the Manager on a guarterly basis;
and

* Internal audit functions exist at the level of the Manager and Fund Administrator whereby the
processes pertaining to the affairs of the Fund are scrutinised and undergo audit reviews. Quarterly
reporis are prepared and presented fo the Boards of the Manager and Fund Administrator.

Risk exposure of the Fund falls within the following areas or risk:

Operational risks

Operational risk is defined as risk of direct or indirect loss resulting from inadequate or failed internal
process, people and systems or from external events. Assets of the Fund are properly safequarded and
reporiing infrastructures are adequate and effective for timely and accurate data collection.

Compliance risks

Compliance risk is defined as risk of loss from failure to comply with regulations governing the conduct
of an organisation’s business. It is a composite risk made up of risk of legal or regulatory sanctions,
financial loss, or loss of reputation.
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Technology risks

Technology risks include hardware and software failures, system development and infrastructure
issues. To varying degrees, the Fund is reliant upon certain technologies and systems for the smooth
and efficient running of its operations. Disruption to these technologies could adversely affect its

efficiency.

Business continuity risks
This relates to losses from failed transaction processing and process management.

Reputational risks
This relates to losses due to unintentional or negligent failure to meet a professional obligation to

specific clients or from the nature or design of a product.

Financial risks

The primary sources of financial risks faced by the Fund are risks inherent fo its investment activities.
Investment values and returns are dependent on the performance of financial markets and may
adversely affect the Fund's financial results. The financial risks faced by the Fund and management of
these risks are further discussed in the notes 1o the financial staiements.

SIGNIFICANT CONTRACTS

The following agreements have been approved by the Trustee and Manager and are still effective as at
end of the financial year 2019-2020:

e Custody Agreement with the SBM Bank (Mauritius) Limited.
e  Administration Agreement with SBM Fund Services Lid.
e Fund Management Agreement with SBM Mauritius Asset Managers Ltd.

AUDITORS’ REMUNERATION

The fees paid for audit services for the period ended 30 June 2020 were Rs. 115,000.
(2019: Rs. 99,378).

OTHER STATUTORY DISCLOSURES
Employee Share Option Scheme

The Fund has no share opticn plans.
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Ethics and Business Conduct

Under regulatory supervision of the Financial Services Commission, all officers and agents of the Fund
are expected to maintain a high level of ethics in their behaviour and business transactions. The
transactions of the Fund are carried out as per its Manager's and Fund Administrator's Code of
Business Conduct and Ethics, applicable to all direct and indirect employees who deal with the matters
of the Fund. The Fund is involved in the provision of services and its operations do not materially
impact on the environment. Investing strategies include investment in sound, ethical and environmental
friendly entities.

On behalf of the Trustee and Manager
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| Trustee’s and Manager’s Responsibilities in respect of the Financial Statements ]

The Manager is required to ensure that adequate accounting records are maintained so as to disclose
at any time, and with reasonable adequacy, the financial position of the Fund. The Manager is also

responsible for taking reasonable steps to safeguard the assets of the Fund to prevent and detect fraud
and other irregularities.

The Manager must present financial statements for each financial year, which give a true and fair view
of the affairs of the Fund, and the results for that period. In preparing such financial statements, the
Manager is required to:

- select suitable accounting policies and apply them on a consistent basis using reasonable and
prudent judgment

- state whether or not the Trust Act, 1989, the Trust Act, 2001 and International Financial Reporting
Standards (IFRS) have been adhered to and explain material departures thereto

- use the going concern basis unless it is inappropriate.

The Manager acknowledges its responsibility for ensuring the preparation of the financial statements in
accordance with IFRS and the responsibility of external auditors to report on these financial statements.
The Manager is responsible for ensuring the maintenance of adequate accounting records and an
effective system of internal controls risk management and the selection of appropriate accounting
policies.

Nothing has come to the Manager's attention, to indicate any material breakdown in the functioning of
the internal controls and systems during the period under review, which could have a material impact
on the business. The financial statements are prepared from the accounting records on the basis of
consistent use of appropriate accounting records supported by reasonable and prudent judgments and
estimates that fairly present the state of affairs of the Fund.

The financial statements have been prepared on a going concern basis and there is no reason to
believe that the Fund will not continue as a going concern in the next financial year.
The Manager confirms that in preparing the financial statements, they have:

- selected suitable accounting policies and applied them consistently
- made judgments and estimates that are reasonable and prudent
- followed the International Financial Reporting Standards

- prepared the financial statements on the going concern basis
- adhered to the Code of Corporate Governance in all material aspects and reasons have been

provided for non-compliance.

The Trustee and Manager are responsible for keeping proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the Fund and to enable them to ensure that
the financial statements comply with the Trust Act, 1989, the Trust Act, 2001, the Securities Act, 2005,
the Securities (Collective Investment Schemes and Closed-end Funds) Regulations, 2008 and have
been prepared in accordance with International Financial Reporting Standards. They are also
responsible for safeguarding the assets of the Fund and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

On behalf of the Trustee and Manager

On behalf of the Manager
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STATEMENT OF COMPLIANCE

(Section 75 (3) of the Financial Reporting Act)

Name of PIE: The SBM Universal Fund
Reporting Period: Year ended 30 June 2020

We, the Trustee and Manager of the SBM Universal Fund (the “Fund”) confirm that to the best of our
knowledge, the Fund has complied with most of its obligation and requirements under the Code of
Corporate Governance except for Principle 2, 3 and 4 of the Code of Corporate Governance.

The reason for non-compliance is that the Fund is set-up as a Trust and not a company. In this context,
it does not have any directors, no board of directors, no board committees and no company secretary.

However, the main roles as described under Principle 2, 3 and 4 of the Code of Corporate Governance
are fulfilled by the Board of the Manager as described above.

On behalf of the Trustee and Manager

B R R R PR EER ST

D On behalf of the Manager




7th-8th floor, Standard Chartered Tower
19-21 Bank Street

Cybercity

Ebéne 72201

Mauritius

Independent auditor’s report to the Members of
SBM Universal Fund

Report on the audit of the financial statements
Opinion

We have audited the financial statements of SBM Universal Fund (the “Fund”} set out on pages 6 to 35, which comprise the
statermnent of financial position as at 30 June 2020, and the statement of profit or loss and other comprehensive income, statement
of changes in equity and statement of cash flows for the period then ended, and notes to the financial statements, including a
surnmary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the Fund as at 30 fune
2020, and of its financial performance and cash flows for the period then ended in accordance with International Financial
Reporting Standards (IFRSs), and the Financial Reporting Act 2004.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibifities under those Standards
are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Fund in accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code) and we have fulfilled our other ethical responsibilities in accordance with the IESBA Code.
We beiieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other information

The trustee and manager are responsible for the other information. The other information comprises the Corporate Information,
the Manager’s Report, the Corporate Governance Report and the Trustee’s and Manager’s Responsibilities $tatement but does not
include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information {other than the Corporate Governance Report) and
we do not express any form of assurance or conclusion therson.

[n connection with our audit of the financial statements, cur respensibility is to read the other information and, in doing so,
consider whether the other information is materfally inconsistent with the financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated. if, based on the work we have performed, we conclude thatthere is a
material misstatement of this other information, we are required to report that fact. We have nothing to report in this regard.

Corporate Governance Report

Qur responsibility under the Financial Reporting Act 2004 is to report on the compliance with the Code of Corporate Governance
disclosed in the annual report and assess the explanations given for non-compliance with any requirement of the Code. From our
assessment of the disclosures made on corporate governance in the annual report, the Public Interest Entity has, pursuant to sectien
75 of the Financial Reporting Act 2004, complied with the requirements of the Code.

Responsibilities of trustee and manager for the financial statements

The trustee and manager are responsible for the preparation and fair presentation of the financial statements in accordance with
International Financial Reporting Standards and in compliance with the requirements of the Financial Reporting Act 2004 and they
are also responsible for such internal controf as the trustee and manager determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial stataments, the trustee and manager are responsible for assessing the Fund’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the

trustee and manager either intend to liquidate the Fund or to cease operations, or have no realistic alternative but to do so.

The trustee and manager are responsible for overseeing the Fund’s financial reporting process.



e I e. 7th-8th fioor, Standard Chartered Tower

19-21 Bank Street
Cybercity

Ebene 72201
Mauritius

Independent auditor’s report to the Members of
SBM Universal Fund (Continued)

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a
high level of assurance but is not a guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional skepticism throughout the
audit. We also:

e |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and
perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis
for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit 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 Fund’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures
made by management.

e Conclude on the appropriateness of the trustee and manager’s use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on
the Fund’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Fund to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the
financial statements represent the underlying transactions and events in a manner that achieves fair presentation.

We communicate with the trustee and manager regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

This report is made solely to the Fund’s members, as a body. Our audit work has been undertaken so that we might state to the
Fund’s members those matters we are required to state to them in an auditor’s 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 Fund and the Fund’s members as a
body, for our audit work, for this report, or for the opinions we have formed.

Delibre R. Fnives A&
Deloitte ; R. Srinivasa Sankar, FCA
Chartered Accountants Licensed by FRC
23 September 2020
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AS AT 30 JUNE 2020 6.
Notes 2020
MUR'000
ASSETS
Cash and cash equivalents 27,329
Other receivables 6 556
Financial assets at fair value through other comprehensive income T 264,653
Financial assets held at amortised cost 8 65,244
Income tax recoverahle 12(a) 660
TOTAL ASSETS 358,442
LIABILITIES
Other payables 11 1,059
Income tax liahility 12(c) 199
1,258
EQUITY AND RESERVES
Redeemable units 161,991
Retained earnings 4,760
Fair value reserve 189,229
Other reserve 1,204
NET ASSETS ATTRIBUTABLE TO HOLDERS OF
REDEEMABLE UNITS 5 357,184
TOTAL LIABILITIES AND EQUITY 358,442

2 3 SEP 2020

Approved by the Trustee and the Manager and authorised for issue on ..q..ooiviiiiiennn,

2. =

Signed on behalf of the Manager:

The notes on pages 10 to 35 form part of these financial statements.
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STATEMENT OF PROFIT OR L.OSS AND OTHER COMPREHENSIVE INCOME

FOR THE PERIOD FROM 1 JANUARY 2020 TO 30 JUNE 2020 7.
Notes 2020
MUR'000
INCOME
Dividend income 7(a) 1,011
Interest income 13 2,130
Net exchange differences 1,204
Other Income 44
4,389
FUND EXPENSES
Manager's fees 14 1,802
Trustee's fees 15 156
Auditor's fees 77
Registry fees 16 225
Custodian fees 17 o4
Administrator's fees 18 225
Transaction charges 180
Expected credit losses 9 (319)
Provision no longer required written back (211)
Sundry expenses 73
2,302
PROFIT BEFORE TAX 2,087
Income tax expense 12 (114)
PROFIT FOR THE PERIOD 1,973
Other comprehensive loss
ltems that will not be reclassified subsequently to profit or loss
Net fair value loss on financial assets measured through other comprehensive
income {20,158)
TOTAL COMPREHENSIVE L.OSS FOR THE PERIOD {18,185)

The notes on pages 10 to 35 form part of these financial statements.
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STATEMENT OF CHANGES IN EQUITY

FOR THE PERIOD FROM 1 JANUARY 2020 T0 30 JUNE 2020 8.
Non-distributable income
Redeemable Retained Fair value Other
units earnings reserve reserve Total

Note MUR'006  MUR'000 MUR'000 MUR'000  MUR'000
At 01 January 2020- b/f from UF-Unit
trust 22 176,500 3.981 209,387 - 389.878
Issue of units 944 - - - 944
Redemption of units (15,453) - - - {15,453)
Total comprehensive income/ (loss)
for the period - 1,973 (20,158) - (18,185)
Foreign exchange gain transfer from
retained earnings o other reserves” - (1,204) - 1,204 -
As at 30 June 2020 161,991 4,760 180,229 1,204 357,184
* Note:

As per the Fund's prospectus, capital gains arising from the changes in the value of investments, both realised
and unrealised are credited to the non-distributable reserves and shall not be available for distribution as
dividends. Capital josses arising from changes in the value of investment will be debited to fair value reserve
and shall not be offset against income received. All other undistributable income and expenses are transferred

to other reserve.

The notes on pages 10 to 35 form part of these financial statements.



SBi UNIVERSAL FURD
STATEMENT OF CASH FLOWS

FOR THE PERIOD FROM 1 JANUARY 2020 70 30 JURE 2020 2,
Motes 2020
MUR'000
CASH FLOWS FROM OPERATING ACTIVITIES
2.087
13 12180
Ei {318}
(1,204}
{211
2788
g 26,685
g1 (2128
Addition of eris at F 7 (52,527
Addition of investmenis at amortised cost 8 {53,828}
Proceeds from disposal of eguily investimenis 36.281
Froceseds irom maturity of bonds BE.588
interesi recaived 2,250
Dividend receivasd 822
HET CASH GENERATED FROM CGPERATING ACTIVITIES 34,164
CASH FLOWS FROM FINANCING ACTIVITIES
issus of unils 844
Fedemption of units {15,453}
NET CASH FLOW UBED IN FINANCING ACTIVITIES {14.5089)
NET INCREASE N CASH AND CASH EQUIVALENTS 18,6855
BALANCE B/F FROM 5B UNIVERSAL FUND 22 7,674

CASH AND CASH EQUIVALENTS AT END OF PERIOD

The notas on pagss 10 10 35 form pan of these financial siastemenis,
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1.

2.1,

31

LEGAL FORM AND PRINCIPAL ACTIVITY

SBM Universal Fund ("the Fund"} was authorised by the Financial Services Commission under the
Unit Trust Act 1989 (repealed and replaced by the Trust Act 2001} and established as a Unit Trust by
a Trust Deed dated 7 June 2002 between SBM Mauritius Asset Managers Ltd ("The Manager") and
Sun Insurance Co Lid ("The Trustee").

The Trust's application made further io the transitional provisions set out under Section 160 of the
Securities Act 2005, it has been authorised to operate as a Collective Investment Scheme under
Section 97 of the Securities Aci 2005.

SBM Universal Fund operated as a domestic Fund untit 31 December 2018. On 01 Jan 2020, a
restructuring exercise was performad whereby all the assets and [fabilities previously held under SBM
Universal Fund Ltd were fransferred to a Sub Fund of SBM Investment Unit Trust known as “SBM
Universal Fund_SBM Investment Unit Trust”, pursuant to a Supplement of the Trust being executed
between the Trustee and the Manager.

The Fund's objective is to provide regular income and maximise returns on a long term basis for the
benefit of the unitholders.

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

In the current pericd, the Fund has applied all of the new and revised standard and interpretations
issued by the Iniernational Accounting Standards Board (“IASB™ and ihe International Financial
Reporting interpretations Committee ("IFRIC") of the IASB that are relevant to its operations and
effective for accounting periods beginning on 1 January 2020.

New and revised Standards in issue but not yet effective

At the date of authorisation of these financial statements, the following relevant Standards were in
issue but effective on annual periods beginning on or after the respective dates as indicated:

IAS 1 Presentation of Financial Statements- Amendments regarding the classification of liabilities
{effective 1 January 2023)

IAS 37 Provisions, Contingent Liabilities and Contingent Assets — Amendments regarding the costs
to include when assessing whether a contract is cnerous (effective 1 January 2022)

IFRS 9 Financial Instruments - Amendments resuiting from Annual Improvements to IFRS Standards

2018-2020 (fees in the ‘10 per cent' test for derecognition of financial liabilities) (effective
1 January 2022)

The Fund anticipates that these amendments will be applied where applicable in the financial
statements at the above effective dates in future periods. The trustee and manager have not yet
assessed {he potential impact of the adoptien of these amendmenis.

ACCOUNTING POLICIES
Basis of Preparation

The financial statements have been prepared in accordance with International Financial Reporting
Standards ("IFRS") as issued by the Internaiional Accounting Standards Board (“IASB").
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3. ACCOUNTING POLICIES (CONTINUED)
3.1 Basis of Preparation (continued)
The financial statements have been prepared on a historical cost basis, except for financial assets at
fair value through other comprehensive income, which are measured at fair value.
The financial statements are presented in Mauritian Rupee ("MUR’000") and all values are rounded to
the nearest thousand, except when otherwise indicated.
3.2 Summary of Significant Accounting Policies

(a)

(b)

Foreign currency translation

The financial statements are presented in MUR (presentation currency) which is also the
currency of the primary economic environment in which the Fund operates (functional currency).
The Fund determines its own functional currency and ifems included in the financial staiemenis
of the Fund are measured using that functional currency.

Transactions and balances

Transactions in foreign currencies are initially recorded by the Fund at their respective functional
currency spot rates prevailing at the date the transaction first qualifies for recognition.

Monetary assets and liabilities denominated in foreign currencies are refransiaied at the
functional currency spot rate of exchange ruting at the reporting date. All differences arising on
settlement or retranslation of monetary items are taken to profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates as at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are translated using the exchange rates at
the date when the fair value is determined. The gain or loss arising on retranslation of non-
monetary items is treated in line with recognition of gain or loss on change in fair value of the
item (i.e., translation differences on items whose fair value gain or loss is recognised in other
comprehensive income or profit or loss is alsc recognised in other comprehensive income or
profit or loss, respectively).

Taxes
Current income fax

Current income 1ax assets and liabilities are measured at the amount expected to be recovered
from or paid to the taxation authorities. The iax rates and tax laws used to compute the amount
are those that are enacted or substantively enacted, by the reporting date.

Current income tax relating to items recognised directly in equity is recognised in equity and not
in profit or loss. Management periodically evaluates positions taken in the tax returns with
respect to situations in which applicable tax regulations are subject to interpretation and
establishes provisions where appropriate.

Deferred tax
Deferred tax is provided using the liability method on temporary differences between the tax

bases of assets and liabilities and their carrying amounts for financial reporting purposes at the
reporting date.
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3.

3.2

ACCOUNTING POLICIES (CONTINUED)

Summary of Significant Accounting Policies (Continued)

(b)

Taxes {(continued)

Deferred tax (continued)
Deferred tax liabilities are recognised for all taxable temporary differences, except:

s Where the deferred tax liability arises from the initial recognition of goodwill or of an asset or
liability in & transaction that is not a business combination and, at the time of the transaction,
affects neither the accouniing profit nor taxable profit or loss;

» In respect of taxable temporary differences associaied with investments in subsidiaries,
associates and interests in joint ventures, where the timing of the reversal of the temporary
differences can be conirolled and it is probable that the temporary differences will not reverse
in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, carry forward of
unused tax credits and unused tax losses. Deferred tax assets are recognised io the extent that
it is probable that taxable profit will be available against which the deductible temporary
differences, and the carry forward of unused tax credits and unused tax losses can be utilised,
except:

¢ Where the deferred tax asset relating to the deductible femporary difference arises from the
initial recognition of an asset or liability in a transaction that is not a business comhination
and, at the time of the transaction, affects neither the accounting profii nor taxable profit or
loss.

+ Inrespect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, deferred tax assets are recognised only o the
extent that it is probable that the temporary differences will reverse in the foreseeable future
and taxable profit will be available against which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all
or part of the deferred tax asset to be utilised. Unrecognised deferred tax assets are reassessed
at each reporting date and are recognised to the extent that it has become probable that future
taxabie profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the year when the asset is realised or the liability is settied, based on tax rates (and tax laws)
that have been enacted or substantively enacted ai the reporting date,

Deferred tax relating to items recognised outside profit or loss is recognised outside profit or
loss. Deferred tax items are recognised in correlation to the underlying transaction either in other
comprehensive income or directly in equity.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to
set off current tax assets against current income tax liabiliies and the deferred taxes relate to
the same taxable entity and the same taxation authority.

Tax benefits acquired as part of a business combination, but not satisfying the criteria for
separate recognition at that date, would be recognised subsequently if new information about
facts and circumstances changed. The adjustment would either be treated as a reduction to
goodwill (as long as it does not exceed goodwill) if it incurred during the measurement period or
in profit or joss.
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3.
3.2

ACCOUNTING POLICIES {(CONTINUED)

Summary of Significant Accounting Policies (Continued)

(b)

Taxes (continued)

Deferred tax (continued)

Financial instruments

IFRS 9 sets out requirements for recognising and measuring financial asseis, financial liabilities
and some contracis to buy or seli noen-financial items. This standard replaces 1AS 39 Financial
Instruments: Recognition and Measurement.

Financial assets
initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised
cost, fair value through other comprehensive income (OCH), and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s
contractual cash flow characteristics and the Fund’s business model for managing them. The
Fund has applied the practical expedient, the Fund initially measures a financial asset at its fair
vaiue plus, in the case of a financial asset not at fair value through profit or loss, transaction
costs.

I order for a financial asset to be classified and measured at amortised cost or fair value through
OCI, it needs to give rise to cash flows that are ‘solely payments of principal and inierest (SPPI)’
on the principal amount outstanding. This assessment is referred to as the SPPI test and is
performed &t an instrument level.

The Fund's business model for managing financial assefs refers to how it manages its financial
assets in order fo generate cash flows. The business model determines whether cash flows will
result from collecting contractual cash flows, selling the financial assets, or boih.

Management has made an assessment on the basis of the facts and circumstances that existed
at the date of initial application to determine whether to ¢lassify the debt instruments held at
amortised cost or financial assets at fair value through QOC!. The determination of the business
model within which a financial asset is held at amortised cost needs to meet the objective which
is to hold financial assets in order to coliect contractual cash flows and its contractual terms give
rise on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding.

Purchases or sales of financial assets that require delivery of assets within a time frame
established by regulation or convention in the market place (regular way frades} are recognised
on the trade date, i.e., the date that the Fund commits to purchase or sell the asset.
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3.

3.2

ACCOUNTING POLICIES {CONTINUED)

Summary of Significant Accounting Policies (Continued)

(c)

Financial instruments (continued)
Financial assets (continued)
Subsequent measurement

For purposes of subsequent measurement, financial asseis are classified in four categories:

) Financial assets at amortised cost (debt instruments)

° Financial assets at fair value through OCI with recycling of cumulative gains and losses
{debt instruments)

. Financial assets designated at fair value through OCI with no recycling of cumulative
gains and losses upon derecognition (equity instruments)

. Financial assets at fair value through profit or loss

(i) Financial assets at amortised cost

This category is the most relevant to the Fund. The Fund measures financial assets at amortised
cost if both of the following conditions are met:

. The financial asset is held within a business mode! with the objective to hold financial
assets in order o collect confractual cash flows; and
. The contractual ferms of the financial asset give rise on specified dates io cash flows that

are solely payments of principal and interest on the principal amount outstanding.

Financial assets at amortised cost are subsequently measured using the effective interest rate
(EIR) method and are subject to impairment. Gains and losses are recognised in profit or loss
when the asset is derecognised, modified or impaired.

The Fund's financial assets at amortised cost include cash and cash equivalents and
investments in fixed deposits.

(ii) Financial assets designated at fair value through OCI {equity instruments)

Upon initial recognition, the Fund can elect to classify irrevocably its equity investments as equity
instruments designated at fair value through OCI when they meet the definition of equity under
IAS 32 Financial Insiruments: Presentation and are not held for trading. The classification is
determined on an instrument-by instrument basis.

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are
recognised as other income in the statement of profit or loss when the right of payment has been
established, except when the Fund benefits from such proceeds as a recovery of part of the cost
of the financial asset, in which case, such gains are recorded in OCl. Equity instruments
designated at fair value through OCI are not subject to impairment assessment.

The Fund elected to classify irrevocably its quoted bonds and listed equity investmenis under
this caiegory.
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3.

3.2

ACCOUNTING POLICIES (CONTINUED)

Summary of Significant Accounting Pelicies (Continued)

()

Financial instruments {continued)
Financial assets (continued)
Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a Fund of similar
financial assets) is primarily derecognised (i.e., removed from the Fund's statement of financial
position) when:

*  The rights o receive cash flows from the asset have expired; or

*  The Fund has transferred its rights to receive cash flows from the asset or has assumed
an obligation fo pay the received cash flows in full without material delay to a third party
under a ‘pass-through’ arrangement; and either (a) the Fund has transferred substantially
all the risks and rewards of the asset, or (b) the Fund has neither transferred nor retained
substantiaily all the risks and rewards of the asset, but has transferred control of the asset.

When the Fund has transferred iis rights to receive cash flows from an asset or has entered into
a pass through arrangement, it evaluates if, and to what extend, it has retained the risks and
rewards of ownership. When it has neither transferred nor retained substantially all ihe risks
and rewards of the asset, nor transierred control of the asset, the Fund continues io recognise
the transferred asset to the extent of its continuing involvement. In that case, the Fund also
recognises an associated liability. The transferred asset and the associated liabiiity are
measured on a basis that reflects the rights and obligations that the Fund has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is
measured at the lower of the criginal carrying amount of the asset and the maximum amount of
consideration that the Fund couid be required to repay.

Impairment of financial assets
The Fund recognises loss allowances for ECLs on financial assets measured at amortised cost.

The Fund measures loss allowances at an amount equal to lifetime ECLs, except for the
following, which are, measured at 12-months ECLs:

o financial assets that are determined to have low credit risk at the reporting date; and
® other financial assets for which credit risk (i.e the risk of default occurring over the
expected life of the asset) has not increased significantly since initial recognition.

When determining whether the credit risk of a financial asset has increased significantly since
initial recognition and when estimating ECLs, the Fund considers reasonable and supportable
information that is relevant and available without undue cost or effori. This includes boih
quantitative and qualitative information and analysis, based on the Fund's historical experience
and informed credit assessment and including forward-looking information.

The Fund assumes that the credit risk on a financial asset has increased significantly if it is more
than 30 days pasi due.

The Fund considers a financial asset io be in default when:
© The borrower is unlikely to pay its credit obligations to the Fund in full, without recourse

by the Fund to actions such as realising security (if any is held); or
° The financial assets is more than 30 days past due
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3.

3.2

ACCOUNTING POLICIES (CONTINUED)

Summary of Significant Accounting Policies (Continued)

(c)

Financial instruments {continued)

Financial assets (continued)

Impairment of financial assets (continued)

The Fund considers a financial asset to have low credit risk when the credii rating of the
counterparty is eguivalent to the globally understood definition of ‘investment grade’. The Fund
considers this to be Baa3 for Moody’s rating or BBB- as per Standard and Poor's rating. (See
Note 21.6(ii}).

Lifetime ECLs are the ECLs that result from al! possible default events over the expected life of
a financial insirument.

12-month ECLs are the portion of ECLs that result from the default events that are possible
within the 12 months after the reporting date (or shorter period if the expected life of the
instrument is iess than 12 months).

The maximum period considered when estimating the ECLs is the maximum contractual period
over which the Fund is exposed to credit risk.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the
present value of all cash shortfalls (1.e the difference between the cash flows due to the entity
in accordance with the contract and cash flows that the Fund expects to receive).
Credit-impaired financial assets

At egch reporiing date, the Fund assesses whether financial assets carried at amortised cost
are credif-impaired. A financial asset is ‘credit-impaired’ when one or more events that have a

defrimental impact on the estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:

. Significant financtal difficulty of the borrower or issuer;
P A breach of confract such as default or being more than 30 days past due; or
° [t is probable that the borrower will enter bankruptecy or other financial reorganisation.

Presentation of allowances for ECLs in the statement of financial position

Presentation of allowances for financial assets measured at amortised cost are deducted from
the gross carrying amount of assets

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through
profit or loss, loans and borrowings, payables, or as derivatives designated as hedging

instruments in an effective hedge, as appropriate.

All financiai liabilities are recognised inifially at fair value and, in the case of loans and
borrowings and payables, net of direcily attributable transaction costs.

The Fund’s financial liabilities include other payables,



SBM UNIVERSAL FUND
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD FROM 1 JANUARY 2020 TO 30 JUNE 2020 17.

3.

3.2

ACCOUNTING POLICIES (CONTINUED)

Summary of Significant Accounting Policies (Continued)

(c)

(d)

Financial instruments (continued)

Financial lfabilities (continued)

Initial recognition and measurement (continued)

The measurement of financial liabilities depends on their classification, as described balow:
Subsequent measurement

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled or expires. When an existing financial liability is replaced by anoiher from the same
lender on substantially different terms, or the terms of an existing liability are substantially
meodified, such an exchange or modification is treated as the derecognition of the original liability
and the recognition of a new liability. The difference in the respeciive carrying amounts is
recognised in the statement of profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement
of financial position if there is a currentty enforceable legal right to offset the recognised amounts
and there is an intention fo settle on a net basis, to realise the assets and settle the liabilities
simuitaneously.

Determination of fair value

All assets and liabilities for which fair value is measured or disclosed in the financial statements
are categorised within the fair vaiue hierarchy, described as follows, based on the lowest level
inpui that is significant fo the fair value measurement as a whole:

*  Level 1 fair value measurements are those derived from quoted prices (unadjusted) in
active markets for identical assets or liabilities;

* Level 2 fair value measurements are those derived from inputs other than quoted prices
included within Level 1 that are observable for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices); and -

*  Level 3 fair value measurements are those derived from valuation technigues that include
inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Fund determines whether transfers have occurred between levels in the hierarchy by re-
assessing the categorisation(based on the fowest level input that is significant to the fair value
measurement as a whole) at the beginning of each reporting period.

Revenue recognition under IFRS 9

(i) Interest income calculated using effective interest method

Interest income calculated using effective interesi method

interest revenue and expense are recognised in the statement of other comprehensive
income for all interest-bearing financial instruments using the effective interest method.
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3.

3.2

ACCOUNTING POLICIES (CONTINUED)

Summary of Significant Accounting Policies (Continued)

(d)

(e}

(H

Revenue recognition under IFRS 9
iy Dividend Income

Dividend income is recognised when the Fund's right to receive the payment is
established.

Cash and cash equivalents

For the purpose of the statement of cash fiows, cash and cash equivalents consist of cash at
bank.

Provisions

Provisions are recognised when the Fund has a present obligation (legal or constructive) as a
result of a past event, it is probable that an ouiflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation. Where the Fund expects some or ali of a provision to be reimbursed, the
reimbursement is recognised as a separate asset but only when the reimbursement is virtually
certain. The expense relating to any provision is presented in statement of profit or loss and
other comprehensive income net of any reimbursement,

If the efiect of the time value of money is material, provisions are discounted using a current
pre-tax rate that reflects, where appropriate, the risks specific to the liability. Where discounting
is used, the increase in the provision due to the passage of time is recognised as a finance cost,

Redeemable units
Classification of redeemable units
Redeemable units are classified as equity instruments when:

- The redeemable shares entitle the holder to a pro rata share of the Fund's net assets in
the event of the Fund’s liquidation.

- The redeemable units are in the class of instruments that is subordinate to all other
classes of instruments.

- All redeemable shares in the class of instrumenis that is subordinate to all other classes
of instruments have identical features.

- The redeemable units do not include any contractual obligation to deliver cash or another
financial asset other than the holder's rights to a pro rata share of the Fund's net assets

- The total expected cash flows atiributable io the redeemable units over the |life of the
instrument are based substantially on the profit or loss, the change in the recognised net
assets or the change in the fair value of the recognised and unrecognised net assets of
the Fund over the life of the instrument.

fn addition to the redeemable units having ali the above features, the Fund must have rno other
financial instrument or coniract that has:

- Total cash flows based substantially on the profit or loss, the change in the recognised
net asseis or the change in the fair value of the recognised and unrecognised net assets
of the Fund.

- The effect of substaniially restricting or fixing the residual return to the holders of
redeemable unis.
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3.

3.2

ACCOUNTING POLICIES (CONTINUED)
Summary of Significant Accounting Policies (Continued)
{g} Redeemable units (continued)

Classification of redeemable units (continued)

- The Fund confinuously assesses the classification of the redeemable units. If the
redeemable units cease to have all the features or meet all the conditions set oui to be
classified as equity, the Fund will reclassify them as financial liabilities and measure them
at fair value at the date of reclassification, with any differences from the previous carrying
amount recognised in equity. If the redeemable units subsequently have all the features
and meet the conditions to be classified as equity, the Fund will reclassify them as equity
instruments and measure them at the carrying amount of the liabilities at the date of the
reclassification.

- The issuance, acquisition and cancellation of redeemable shares are aceounted for as
equity transactions.

- Upon issuance of units, the consideration received is included in equity.

- Transaction costs incurred by the Fund in issuing or acquiring its own equity instruments
are accounted for as a deduction from equity to the extent that they are incremental costs
directly atiributable {0 the equity transaction that otherwise would have heen avoided.

- Own equity instruments which are acquired (ireasury shares) are deducted from equity
and accounted for at amounis equal to the consideration paid, including any directly
attribuiable incremental costs. The Fund’s policy is not to keep units in treasury, buf rather
to cancel them once repurchased.

- No gain or loss is recognised in profit or loss on the purchase, sale, issuance or
cancellation of the Fund’s own equity instruments.

{h) Reserve

As per the Fund's prospecius, capital gains arising from the changes in the value of investments,
both realised and unrealised are credited io non-distributable reserve and shall not be available
for distribution as dividends. Capital lasses arising from changes in the value of investments will
be debited o the said reserve and shall not be offset against income received. The exchange
gain shall not be available for distribution.

SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES ANSD ASSUMPTIONS

The preparation of the Fund’'s financial statements requires management to make judgements,
estimates and assumptions that affect the reporied amounts of revenues, expenses, assets and
liabilities, and the disclosure of contingent fiabilities. Uncertainties about these assumptions and
estimates could result in outcomes that require a material adjustment to the carrying amount of the
asset or liabitity affected in future periods.

Judgements

In the process of applying the Fund's accounting policies, management has made the following
judgement, which has the most significant effect on the amounts recognised in the financial
statements:

Determination of functional currency

The primary objective of the Fund is to generate returns in MUR, #s capital-raising currency. The
liquidity of the Fund is managed on a day-to-day basis in MUR. The Fund's performance is evajuated
in MUR. Therefore management considers MUR as the currency that most faithfully represents the
economic effect of the underlying transactions, evenis and conditions.
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b)

SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES ANSD ASSUMPTIONS (CONTINUED)
Going concern

The Manager of the Fund has made an assessment of its ability to continue as a going concern and is
satisfied that the Fund has the resources io continue in business for the foreseeable future.
Furthermore, the Manager is not aware of any material uncertainty that may cast significant doubt
upon the Fund's ability o coniinue as a going concern. Therefore, the financial statements continue to
be prepared on the going concern basis.

Estimates and assumptions

The Key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjournment to the carrying amouris
of assets and liabilities within the next financial year, are discussed below. The Fund based its
assumptions and estimates on parameters available when the financial statements were prepared.
However existing circumstances and assumptions about future developments may change due to
market changes or circumstances arising beyond the control of the Fund. Such changes are affected
in the assumptions when they occur.

e Expected credit losses (ECLs)

To calculate the ECL, the Fund has applied judgements that have a significant effect on the amounts
recognised in the financial statements and include the classification of financial instruments into
financial assets measured at amortised cost category. Estimated ratings have been used for the
calculation. [See Note 21.6 (i)].

Business model assumption

Classification and measurement of financial assets depends on the results of the SPPI and the
business model test (see financial assets sections of note 3). The Fund determines the business model
at a level that reflects how groups of financial assets are managed together to achieve a particular
business objective. This assessment includes judgement reflecting all relevant evidence including how
the performance of the assets is evaluated and their performance measured, the risks that affect the
performance of the assets and how these are managed and how the managers of the assets are
compensated.

The Fund monitors financial assets measured at amortised cost or fair value through other
comprehensive income that are derecognised prior to their maturity to understand the reason for their
disposal and whether the reasons are consisient with the objective of the business for which the agset
was held. Monitoring is part of the Fund's continuous assessment of whether the business model for
which the remaining financial assets are held continues to be appropriate and if it is not appropriate
whether there has been a change in business model and so a prospective change to the classification
of those assets. No such changes were required during the year presented.
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CAPITAL MANAGEMENT

As a result of the ability to issue, repurchase and resell units, the capital of the Fund can vary depending on the
demand for redemption and subscriptions fo the Fund. The Fund is not subject io externally imposed capital
requirements and has no legal restrictions on the issue, repurchase or resale of redeemabie units beyond those

included in the Funds's prospectus.

The investment objective of the Fund is fo achieve atiractive risk-returns through a combination of long-term

capital appreciation and current income by making porifolio investments,

The Fund's objectives for managing capital are:

- To invest the capital in investments, meeting the description, risk, exposure and expected return indicated in

its prospecius.

- To maintain sufficient liquidity to meet the expenses of the Fund, and o meet redemption requests as they

arise.
- To maintain sufficient size to make the operation of the Fund cost efficient.

The capital of the Fund consists of uniis denominated in Mauritian Rupees and is redeemable at the option of the
unit holder based on net asset value. The redeemable participation units have been classified as equity.

2020 2020
No of units MUR'000

{a) Movement in units during the period

At start of period 14,058,474 176,500

Units created 35,693 944

Units fiquidated (573,708) (15,453)

Al end of period 13,520,458 161,991
(b} Net asset value / Units

Net Asset Value 357,184,185

Units 13,520,458

Net Asset Value per unit 26.42
{c) Prices per unit

Issue price (MUR) 26.68

Repaymenti price (MUR) 26.15
OTHER RECEIVABLES

2020
MUR'000
Dividend receivable 316
Disposal proceeds receivable 212
Prepayments 28
556

The carrying value of other receivables approximates its fair value and is receivable within 3 months.
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7. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME
Local and foreign investments
Equities Debts Total
Local Foreign
MUR'000 MUR'000 MUR'000 MUR'000
Balance b/f from SBM Universal Fund_SBM Unit
Trust (Note 22) 165,382 89,688 12,495 267,575
Additions 9,855 31,067 12,505 53,527
Disposals (20,029) (16,385) - {36.414)
Inierest accrued - - ) (6)
Expected credit losses (Note 9) - - 1) (1)
Fair value adjustment (32,234) 12,309 {103) (20,028)
At June 30, 2020 123,084 116,679 24,890 264,653
{a) Equity at Financial assets measured at fair value through other comprehensive income
Fair vaiue Dividend
2020 Income
MUR'000 MUR'008
ABC Banking Corporation Limited 817 -
Air Mauritius Ltd 22 -
Ascencia Lid 4,921 -
CIEL Lirnited 907 21
CIM Financial Services Lid 1,807 -
Gamma Civic Lid 2,548 132
IBL Ltd 12,140 97
INNODIS Lid 5,293 105
Lavastone Lid 588 B8
Lux Island Resorts Lid 2,985 -
MAURITIUS COMMERCIAL BANK LTD 33,255 -
Mauritius Oil Refineries Lid 1,820 -
MUA Lid 2,584 23
New Mauritius Hotels Lid 2,359 -
NEW MAURITIUS HOTELS PREFERENCE SHARES EQUITY 2,751 83
Omnicane Ltd 366 -
Phoenix Beverages Ltd 2,272 30
Rogers And Co L.t 2,353 -
3BM Bank {Mauritius) Ltd 9,428 -
Semaris Lid 508 -
Sun Resorts Lid/Mauritius 2,318 -
The Lux Collective Lid 248 -
United Basalt Products 3,116 48
ALTEQ LIMITED - 47
ENL Limited - 38
5B Capital Proiected Note 8,400 -
Afreximbank_AEIB MP Equity 16,508 -
SBM Africa Value Fund Class A 652 -
SBM india Fund Class A 1FD00000016 4,911 -
Invesce Dynamic Software ETF 5,678 2
iShares MSCI World ETF 31,680 220
iShares U.S. Medical Devices 3,817 2
PIMCO GIS-INCOME FUND-EEHA 10,036 -
TECHNOLOGY SELECT SECT SPDR 753 17
Vanguard S&P 500 ETF 18,278 112
VANGUARD UTILITIES ETF(U.S} 2.551 31
FF - ASIA PACIFIC OPPORTUNITIES "A" (USD) ACC 7,987 -
Fidelity Funds - European Larger Companies Fund A-ACC-Euro 8,176 -
MSS Global Advantage "A" Ace 14,419 -
MSS US Advantage "A" ACC 13,307 .
Invesco S&P 500 Low Volatility ETF - 17
239,763 1,011
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7. FINANCIAL ASBETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME (CONTIRUED)
0y Debi st Financial sssets measured ai fair value through other comprehensive income
Fair vatue Wisturily

2020 dates

MUR0G0

SEBR 801 1.8268 Rzrzi

R N H 1452 hIn-28

o p g - ern e

SEM kil 12.500 Jun-22
24 880

Total Financial assets measured at falr value through other
comprehensive income 204,853

Local Forsign

Equity Equity Dabt Total

MUR'go0 UR'007 WMUR000 FUR'000

Eaquity

THLTE 116,678 - 258331
11.372 . - 11372
24 230 24.880

123,054 118878 24,800 264,853

Upon mnifial o
deswgnatsd at fal
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8. FINANCIAL ABBETS HELD AT AMORTISED COST (CONTINUED)

ThE investmens
Interest rate WMaturity Fair Value
MLR'000
3507
2007
£.50%
G244

{z} Allowance for expected credit losses (ECLs) on amoriised cosis are further analysed as follows:

Fair valus

MUR'000
¢.969
25.205
¢.998
200672

h
43
nD
o
fN

2.  ALLOWANCE FOR EXPECTED CREDIT LOSSES (ECLs)

ZCL on ECL on
FVOGE amortised TOTAL
MUR'000 IFLIF000 MUR'00D
Movemsnt during the penod 1 {320} {318}
At 3% June (520 (319

0. FAIR VALUE MEASUREMENT MHIERARCHY

Fair value of the Fund's local and foreian invesiments that are measured st fair value on a recutring basis

IFHS 13 requires disclosuras ratating 1o fair valus maasuremant using .-'z thrae tavel {ar valug hisrarchy. The lgvel
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0. FAIR VALUE MEASUREMENT HIERARCHY (CONTINUED)
Level 1 Levet 2 Level 3 Total
MUR'c00 MUR'CO0 [MUR'000 RMUR000
Financial zssets &t fair value through other comprehensive incoms
228144 11.373 245 228.763
24880 - - 24,800
At 30 June 2020 233.034 11.373 248 264,653

Concenration of sguity price risk

The ollowing table snalyses the Fund's concentration of equity price In the Fund's
industrial distribution:

Local investments

quity porifoiio by

2020 2020
MUR'000 T
Banks. insurancs and othar finance
secior 47 982 47 23%
indusirial secior 9,454 89.21%
Commercs sactor 17,433 17.16%
Laisure and Hotsls sacior 10.658 10.49%
Sugar secior 368 0.358%
invesiment seciot 7.882 7.74%
Others 7837 7.71%
101,804 100.00%
Foreign investmenis
2620 2020
MUR'000 2o
Basic Materials 3773 2.738%
Communications 15,388 11.12%
Consumer, Cyclical 10,235 7.41%
Gonsm‘@r Nc:n-cyci ca 26205 18.87%
Diversifie 25 0.02%:
-:."38;1,\! 4,044 2.92%
ancial 32,164 23.28%
{iavez'nment 374 0.27%
Industrial 7.647 5.53%
Utilities 4.355 3.15%
Others 33.874 24,60%
138,158 100.00%




SEM UNIVERSAL FUND
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD FROWM 1 JARUARY 2020 TG 30 JUNE 2020

28,

10, FAIR VALUE MEASUREMENT HIERARCHY (CONTINUED)}

Concantration of ecuily price risk (Continued}
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12.

13.

14.

15.

16.

17.

18.

19.

TAXATION (CONT'D)

(c) Taxliability

2020
MUR'000
Opening balance 85
Charge for the period 114
Tax liability 199
INTEREST INCOME
2020
MUR'000

Interest on debt securities 2,130

MANAGER'S FEES

Manager's fees are compuied daily based on 1% p.a of net asset value of the Fund and are payable
monthly in arrears.

TRUSTEE'S FEES

Trustee's fees are computed daily based on 0.086% p.a of net asset value of the Fund plus VAT are
payable monthly in arrears.

REGISTRY'S FEES

Registry's fees are computed daily based on 0.125% p.a of net asset value of the Fund are payabie
monthly in arrears.

CUSTODIAN'S FEES

Cusiodian's fees are computed daily based on 0.06% p.a of investment vaiue of the Fund and are
payable monthly in arrears.

ADMINISTRATOR'S FEES

Administraior's fees are compuied daily based on 0.125% p.a of net asset value of the Fund are
payable monthly in arrears.

ENTRY FEE AND EXIT FEE

On the issue of units, an entry fee of 1% of the net assets value of the Fund per unit is paid by the
unitholder to the Fund and, on the repurchase of units, an exit fee of 1% of the net asset value of the
Fund per unit is paid by the unitholder to the Fund. The sums collected are then remitted to the Manager.
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28.

20.

RELATED PARTY DISCLOSURES

During the period ended 30 June 2020, the Fund transacted with related entities. Details of the nature,

volume of transactions and balances with the entities are shown below.

Amount due to related party

Trustes
Trustee fees payable

[nvestment Manager

Manager's fees payable
Eniry and exit fees payable

Administrator fees

Administrator fees payabile
Custodian fees

Custedian fees payable
Fund expenses

Trustse

Trustee's Fees

Investment Manager

Manager's fees
Registrar fees
Registry fees
Administrator
Administrator's fees
Custodian

Custody fees

No compensation was paid to key management personnel during the period .

2020

MUR'000

187

312
11

39

30

156

1,802

225

225

94

Outstanding balances at the period end are unsecured, interest free and setflement occurs in cash. There

have been no guarantees provided or received for any related party receivable or payable.
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21.

FINANCIAL INSTRUMENTS

211

21.2

21.3

21.4

215

Financial risk management

Risk is inherent in the Fund's activities and is managed through a process of ongoing identification,
measurement and monitoring subject fo risk limits and other controls put in place at the investment
manager company level. The Fund is exposed to market risk (which includes currency risk, interest
rate risk and price risk), credit risk and liquidity risk arising from the financial instruments it holds. The
Fund has investment guidelines that set out its overall business straiegies and its tolerance for risk.

Significant accounting policies

Details of the significant accounting policies and methods adopted (including the criteria for recognition,
the bases of measurement, and the bases for recognition of income and expenses), for 2ach class of
financial asset, financial liability and eqguity instrumeni are disclosed in note 3 {o the financial
statements.

Categories of financial instruments

2020
MUR'000

Financial assets
Financial assets at fair value through other comprehensive income 264,653
Financial asseis held at amortised cost 65,244
Cash and cash equivalents 27,329
Cther receivables 528

357,754
Financial liabilities
Other payables 1,058

Market risk

Market risk is the risk of loss resuliing from adverse movement in market rates or prices such as interest
rates, foreign exchange rates and equity prices.

Risk management

The Fund's credit risk is managed by the Investment manager subject to the Fund's established policy,
procedures and controls. The credit exposure is monitored by the investment team and reported to the
Fund's board and Investmert Commitiee on a quarterly basis. There are internal limits with respect to
single issuer exposure, maximum sector exposure and the Fund will hold a diversified portfolio of
securities in mitigating overall portfolio credit risk. Investment-grade securities are mostly targeted in
managing credit risk buf credi{ migration is monitored.

Foreign currency risk

The Fund invests in securiiies, including maintenance of cash that are denominated in such currencies
other than in Mauritian Rupee ("MUR"). Accordingly, the value of the Fund's assets may be affecied
favourably or unfavourably by fluctuations in currency rates. Therefore, the Fund will necessarily be
subject to foreign exchange risk.
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29. FINANCIAL INSTRUMENTS (CONTINUED)
21.5 Risk management {Continued)

The currency profile of the Fund's financial assets and liabilities is summarised as follows:

Financial Financial
assets liabilities
2020 2020
MUR'000 MUR'000
Mauritius Rupee 234,083 1,059
United S{ates Dollar 112,892 -
Eurc 10,716 -
British Pounds 63 -
357,754 1,059

Foreign currency sensitivity analysis

The following table demonstrates the sensitivity to a reasonably possibie change in the exchange rate,
with all other variables held constant, on the Fund's profit before tax and equity.

Effect on
Increase profit before
[Decrease tax and equity
percentage
2020 2020
MUR'000 MUR'0CO
United Staies Dollar 10% {11,289)
~10% 11,289
Euro 10% {1,072)
-10% 1,072
British Pounds 10% {6)

-10% G
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21. FINANCIAL INSTRUMENTS (CONTINUED)
21.5 Risk management (Continued)
Price sensitivity analysis

The sensitivity analysis has been determined based on the exposure o eguity and bond price risks at
the reporting date and assesses the impact of a 5% change in the price of lecal and foreign invesiment.

Change in 2020
% MUR'000
Profit before tax +5 13,233

A fall in equity and bond prices by 5% would have resulted in an squal but opposite impact on net

Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows or
the fair vaiue of financial instruments.

The following fable analyses the Fund's interest rate risk exposure:

2020
MUR'000
Variable rate asset
Depaosits with financial institutions 27,131
27,131
Fixed rate assets
Deposits with financial institutions 63,003
63,003

The Fund is exposed to interest rate risk on iis variable rate assets.
Interest rate sensitivity analysis

The sensitivity analysis below assesses the impact of a change in interest rate over a 6-month pericd.

Change in
interest rate in 2020
% MUR'0D0
Profit before tax + 1 271

A decrease in interest rate by 1% wouid have resulied in an equal but opposite impact on profit before
tax and equity.

21.6 (i) Creditrisk

Credit risk is the risk that the counterparty to a financial instrument will cause a financial loss for the
Fund by failing to discharge an obligation. The Fund is exposed to the risk of credit-related losses
that can occur as a result of a counterparty or issuer being unable or unwilling to honour its
contractual obligations. These credit exposures exist within debi instruments, shori-term trade
receivables, and cash and cash equivalents.

The Investment Manager's policy is io closely monitor the creditworthiness of the fund's
counterparties by reviewing their credit ratings, financial statements and press releases on a regular
basis.

Credit risk disclosures are segmented into fwo sections based on whether the underlying financial
instrument is subject to IFRS 9's impairment disclosures or not.
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21.

FINANCIAL INSTRUMENTS (CONTINUED)

21.7 Liquidity risk (Continued)

- Searching for new investors

- Withdrawal of cash deposits

- Disposal of highly liquid assets {i.e.. short-term, low-risk debt investments)
- Disposal of other asseis

The Fund invests primarily in marketable securities and other financial instruments which, under normal
market conditions, are readily convertible to cash. In addition, the Fund's policy is to maintain sufficient
cash and cash equivalents to meet normal operating requirements and expected redemption requests.

Financial liabilities

The maturity grouping is based on the remaining period from the end of the reporting period to the
contractual maturity date. When a counterparty has a choice of when the amount is paid, the liability is
allocated io the earliest period in which the Fund can be required ic pay.

Financial assets

Analysis of equity and debt securities into maturity groupings is based on the expected date on which
these assets will be realised. For other asseis, the analysis into maturity groupings is based on the
remaining period from the end of the reporting period to the contractual maturity date or, if earlier, the
expected date on which the assets will be realised.

The foliowing table summarises the maturily profile of the Fund's financial liabilities based on
contractual undiscounted cash flows. The table also analyses the maturity profile of the Fund's financial
assets (undiscounted where appropriate) in order to provide a complete view of the Fund's contractual
commitmeanis and liquidity.

Less than1 No stated
year 1to2years 2toSyears Over 5 years maturity Total

2020 MUR'000 MUR'000 MUR'000 MUR'000 MUR'000 MUR'000
Cash and cash
equivatents 27,329 - - - - 27,329
Other receivables 528 - . - . 528
Financial assets
at fair value

through other

comprehensive

income - - - - 264,653 264,653
Financial assets

held at amortised

cost - - - - 65,244 65,244
Total financial

assets 27,857 - - - 329,887 357,754
Other payables 1,059 - - - - 1,059

Total financial
[iabilities 1,059 - - - - 4,059

Liquidity gap 26,798 - . - 329,897 356,695
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21,

22,

23.

FINANCIAL INSTRUMENTS {CONTINUED)
21.8 Excessive risk concentration

Concentrafion indicates the relative sensitivity of the Fund's performance to developments affecting a
particular industry or geographical location. Concentration of risks arises when a number of financia
instrumenis or confracts are entered into with the same counterparty or when a number of
counterparties are engaged in similar business activities, or activities in the same geographical region,
or have simiiar economic features that would cause their ability to meet contraciual obligations to be
similarly affected by changes in econimic feaiures that would cause their ability to meet contractual
obligations fo be similarly affected by changes in economic political or other conditions. Concentrations
of liquidity risk may arise from repayment terms of financial liabilities. Concentrations of foreign
@xchange risk may arise if the Fund has a significant net open position in a singie foreign currency. In
order {0 avoid excessive concentration of risk, the Fund's policies and procedures inciude specific
guidelines fo focus on maintaining a diversified portfolio. The investment manager is instructed to
reduce exposure to excessive risk concentrations. The Fund shall not invest more than 20% of its Net
asset Value in securities issued by single issuer {a company on other corporate entity inciuding the
subsidiaries thereof) at the time of purchase. The Fund shall not hold mors than 20% of any ciass of
security listed or unlisted, issued by a single issuer.

RESTRUCTURING

On 1 January 2020, a restructuring exercise was performed whereby all the assets and liabilities previously
held under SBM Universal Fund under SBM Unit Trust was transferred to SBM Universal Fund,

The balances brought forward as at 1 January 2020 are as foliows:

MUR'000
Assets
Cash and cash eguivalents 7,674
Other receivables 27,410
Financial assets held at amoriised cost 90,863
Financial assets measured at FVOCI 267 575
393,522
Liabilities
Other payables 3,559
Income tax liability 85
3,644
Euquity and reserves
Redeemable units 176,500
Retained earnings 3,991
Fair value reserve 209,387
388,878
Net assets attributable to redeemable participating shareholders 383,522

COVID 19 IMPACT ASSESSMENT

The recent outbreak of & novel and highly contagious form of coronavirus (“COVID-18"), which the World
Health Organization has declared as a pandemic, has resulted in numerous deaths, adversely impacted global
commercial activity and contributed to significant volatility in certain equity and debt markets. The global
impact of the ouibreak is rapidly evolving, and many countries have reacted by instituting quarantines,
prohibitions/restrictions on fravel and the closure of offices, businesses, schools, retail stores and other public
venues. Businesses are also implementing similar precautionary measures. Such measures, as well as the
general uncertainty surrounding the dangers and impact of COVID-19, are creating significant disruption in
supply chains and economic activity, and are having a pariicularly adverse impact on transportation,
hospitality, tourism, entertainment and other industries.
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23

24

COVID 19 IMPACT ASSESSMENT (CONTINUED)

Mauritius has not been spared by COVID-19. On 19 March 2020, the Government announced a lock-down of
all economic activities in Mauritius except for essential services. Although the spread of the virus in the
country is being contained, the adverse impact on the economy has been and will continue to be significant.
The Government's decision fo close international passenger access, together with the travelling ban in force in
many of our key markets, are expected o result in a slow-down in the local economy, especially tourism.

The impact of COVID-18 has led to significant volatility and declines in the global markeis and it is uncertain
how long this volatility will continue, As COVID-19 continues to spread, the potential impacts, including a
global, regional or other economic recession, are increasingly uncertain and difficult to assess. Any public
health emergency, including any outbreak of COVID-18 or other existing or new epidemic diseases, or the
threat thereof, and the resulting financial and economic market uncertainty couid have a significant adverse
impact on the Fund including the fair value of its investments.

Equity markets have tended to be mostly impacted by the turmoil although technoiogy and related companies
have tended to be less impacted. After reaching lows in March 2020, equity markets generally rebounded
following the measures announcad by moneiary and fiscal policymakers. Such external faciors remain beyond
the Investment Manager's control and cannot be forecasted but they have adverse impacts on the value of
investments, With respect to SBM Universal Fund, its strategy is 40% domestic fixed income, 30% foreign
equities and 30% domestic equities. The impact of COVID-19 on investment value is outlined below:

- Fixed income securities

The Investment Manager does not expect significant impacts on the carrying value of GoM securities as no
sovereign default risk is currently anticipated. The securities are valued under the hold-to-collect approach
under IFRS 9 and expected capital losses are based on the rating of GoM which remains investment grade.

Most of the corporate bonds in the portfolio are issued by entities listed on the Stock Exchange of Mauritius.
The bonds are valued at fair value through comprehensive income and their market prices on the SEM wouid
reflect the underlying risks. Expected capital losses are based on the ratings of the issuer such that low-rated
issuers wouid carry higher defauli probability and hence higher ECL, and vice-versa. Credit risks are managed
through limits on issuer, diversified portfolio and limited concentrations. The underlying risks of the issuers are
regularly moniiored.

The investment Manager does not expect significant impacts on the carrying value of these investments as
they are heid as term deposits with stable banking and non-banking institutions. Nevertheless, those
instruments are valued using a hold-to-collect approach under IFRS9 and provisions for expected capital
losses are based on issuer rating.

- Equities

Listed equities and equity-related securities are valued at fair value using prices quoted on the stock exchange
and/ or Bloomberg. The impact of COVID-19 is captured through changes in market price of those securities.
Depending on the sector and gecgraphy in which the companies, the COVID-19 had different magnitude on
stock prices. Given the strategy of diversification when investing in equities, the risk is not concentrated and
the portfolio impact is relatively lower compared to concentrated strategies. The Investment Manager has
performed an assessment of the impact of COVID-19 on the Fund's equity investments as at 30 June 2020
and noted a fall in the value of local as well as foreign available-for-saie equity securities. As part of its on-
going monitoring, the prices of those securities are closely monitored. Any deviation from target allocations will
result in rebalancing of the positions subject {o market conditions, liquidity and outlook.

EVENTS AFTER REPORTING DATE

There has been no other material events after the reporting date which would require disclosure or adjustment
to the Financial Statements for the six months ended 30 June 2020.



