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7.

INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF VELOGIC HOLDING COMPANY LIMITED

REPORT ON THE AUDIT OF THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

Opinion

We have audited the Consolidated and separate financial statements of Velogic Holding Company Limited (the
“Company”) and its subsidiaries (the “Group”) set out on pages 20 to 108 which comprise the consolidated and
separate statements of financial position as at 30 June 2021, and the consolidated and separate statements of
profit or loss and other comprehensive income, consolidated and separate statements of changes in equity and
consolidated and separate statements of cash flows for the period then ended, and notes to the consolidated and
separate financial statements, including significant accounting policies.

In our opinion, the consolidated and separate financial statements give a true and fair view of the consolidated
and separate financial position of Group and Company as at 30 June 2021, and of its consolidated and separate
financial performance and consolidated and separate cash flows for the period then ended in accordance with
International Financial Reporting Standards and comply with the Companies Act 2001 and the Financial
Reporting Act 2004.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated and
Separate Financial Statements section of our report. We are independent of the Group and the Company in
accordance with the International Ethics Standards Board for Accountants’ International Code of Ethics for
Professional Accountants (including International Independence Standards) (the “IESBA Code”) and other
independence requirements applicable to performing audits of financial statements of the Group and Company
and in Mauritius.  We have fulfilled our other ethical responsibilities in accordance with the IESBA Code and in
accordance with other ethical requirements applicable to performing audits of the Group and Company and in
Mauritius. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit
of the consolidated and separate financial statements of the current period. These matters were addressed in
the context of our audit of the consolidated and separate financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.  For each matter below, our
description of how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the consolidated
and separate financial statements section of our report, including in relation to these matters. Accordingly, our
audit included the performance of procedures designed to respond to our assessment of the risks of material
misstatement of the consolidated and separate financial statements. The results of our audit procedures,
including the procedures performed to address the matters below, provide the basis for our audit opinion on the
accompanying consolidated and separate financial statements.
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INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF VELOGIC HOLDING COMPANY LIMITED

REPORT ON THE AUDIT OF THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS (CONTINUED)

The Key Audit Matters applies equally to the audit of the consolidated and separate financial statements.

Key Audit Matter How the matter was addressed in the audit
Impairment of goodwill and investments
in subsidiaries

The carrying amount of goodwill
recognised at Group level amounted to Rs
458.8m as at 30 June 2021 and
investments in subsidiaries in the separate
financial statements of the Company
amounted to Rs 1,041m as at the same
date.  Disclosures around the impairment
assessment of goodwill and subsidiaries
and cash generating units are set out in
notes 7 and 8 of the financial statements
respectively.

A cash generating unit (“CGU”) to which
goodwill has been allocated must be tested
for impairment at least annually in
accordance with IAS 36 Impairment of
Assets, by comparing the carrying amount
of the CGU, including the goodwill, with
the recoverable amount of the unit.  The
determination of the recoverable amount,
being the higher of value-in-use and fair
value less costs to sell, requires judgement
on the part of management in both
identifying and then valuing the relevant
CGUs.

There is the risk that management may
influence the significant judgements and
estimations in respect of business
valuations in order to meet market
expectations of the overall Net Asset
Value of the Company.

The risk has increased in the current year
due to the timing and uncertainty of the
COVID – 19 pandemic and the consequent
impact on valuations.

A similar process applies to the
impairment of investments in subsidiaries
held at Company level.

Variations in the estimates and
assumptions may result in significant
impact on the reported results and
relevant assets.

Due to the significant judgments that need
to be applied we have considered the
impairment of goodwill and investments in
subsidiaries as a key audit matter.

We evaluated the operation of the management’s controls over
the impairment assessment process.

Our audit procedures included challenging management on the
appropriateness of the impairment model and reasonableness of
the assumptions used through performing the following:

§ We reviewed management determination of CGUs for
impairment assessment purpose.

§ We obtained management’s impairment assessment and
tested the arithmetical accuracy of the computations.

§ With the involvement of our valuation specialists, we
appraised the method used in calculating the value in use, the
discount factor used, the forecasts used, and the
assumptions adopted therein.

§ We verified the forecasts used by management with
reference to historical data and market developments,
challenging growth rates.

§ We performed a sensitivity analysis on the significant inputs
to assess the range of acceptable valuations in each CGU.

§ We reviewed the allocation of impairment to the underlying
related assets

§ We assessed the adequacy of the disclosures made in the
financial statements

§ We have also considered the impact of COVID – 19
throughout the procedures performed on the valuation by
challenging whether the valuation methodologies and
assumptions used remained appropriate.



A member firm of Ernst & Young Global Limited.

9.

INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF VELOGIC HOLDING COMPANY LIMITED

REPORT ON THE AUDIT OF THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS (CONTINUED)

Key Audit Matter How the matter was addressed in the audit
Expected credit loss under IFRS  9

IFRS 9 Financial Instruments requires an
entity to incorporate reasonable and
supportable information about past
events, current conditions and forecasted
future economic conditions into the
assessment of expected credit losses
(“ECL”) for trade and other receivable,
including amounts receivable from related
parties. Such an assessment should be
based on information at the reporting date
and adjusted for subsequent available
information where applicable. ECL is a
probability weighted amount that is
determined by evaluating a range of
possible outcomes.

ECL provisions on trade and other
receivable as at 30 June 2021 amounted
to Rs 124.7m (June 30, 2020: Rs 111m)
as per note 12.  ECLs are calculated both
for individually significant receivables and
collectively on a portfolio basis which
require the use of statistical models
incorporating loss data and assumptions
on the recoverability of customers’
outstanding balances.

The Covid-19 pandemic has given rise to
uncertainty in the economic conditions
and IFRS 9 requires management to
incorporate forecasts of future economic
conditions on a probability weighted basis.
The Group has refined its model to take
into account the severity and potential
impact of the pandemic on the expected
losses of financial assets.

The calculation of ECLs is complex and
involves several judgmental assumptions.
As a result, ECL calculation been identified
as a key audit matter.

Refer to notes 2.13 and 12 to the
consolidated financial statements for the
accounting policies and the relevant
disclosures.

Procedures performed in respect of expected credit losses:

§ We verified whether the ECL methodology developed by
management for trade and other receivables and amounts
receivable from related parties are consistent with the
requirements of IFRS 9.

§ We tested management’s key assumptions and judgments
used in the models to determine the expected credit loss such
as the loss rate by comparing these to historical data. We also
ensured the completeness and internal consistency of data
used and its mathematical accuracy by performing the
following procedures:

o testing the age buckets of the balances due for the
relevant periods

o agreeing the balances at year end to source data such as
the general ledger

o verifying that the formulae were properly applied
throughout to obtain the expected credit loss

o testing the classification of insured debtors against
relevant insurance contracts, verifying whether the
Group’s clients are within relevant insurance thresholds.

§ We involved our IFRS 9 modelling specialists to validate the
methodology used by management as well as major
assumptions used (e.g. forward-looking information used by
management).

§ Our IFRS 9 modelling specialists have evaluated the
reasonability of assumptions and judgements applied in
Management’s qualitative and quantitative assessment of
external events in light of recent economic events and
circumstances (Covid-19).
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INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF VELOGIC HOLDING COMPANY LIMITED

REPORT ON THE AUDIT OF THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS (CONTINUED)

Responsibilities of the Directors for the Consolidated and Separate Financial Statements

The directors are responsible for the preparation and fair presentation of the consolidated and separate financial
statements in accordance with International Financial Reporting Standards and the requirements of the
Companies Act 2001 and the Financial Reporting Act 2004, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated and separate financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the consolidated and separate financial statements, the directors are responsible for assessing the
Group and Company’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 directors either intend to liquidate the Group
and the Company or to cease operations, or have no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Consolidated and Separate Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated and separate 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 consolidated and separate financial statements.

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

· Identify and assess the risks of material misstatement of the consolidated and separate 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.

· 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
Group and the Company’s internal control.

· Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

· Conclude on the appropriateness of the directors’ 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 Group and Company’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 consolidated and separate 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 Group and the Company to cease to continue as
a going concern.
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INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF VELOGIC HOLDING COMPANY LIMITED

REPORT ON THE AUDIT OF THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS (CONTINUED)

Auditor’s Responsibilities for the Audit of the Consolidated and Separate Financial Statements (Continued)

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

· Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated and separate financial statements. We
are responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with the directors 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.

We also provide the directors with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably
be thought to bear on our independence, and where applicable, actions taken to eliminate threats or safeguards
applied.

From the matters communicated with the directors, we determine those matters that were of most significance
in the audit of the consolidated and separate financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

Use of our report

This report is made solely to the Company's members, as a body, in accordance with Section 205 of the
Companies Act 2001. Our audit work has been undertaken so that we might state to the Company'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 Company and the
Company's members, as a body, for our audit work, for this report, or for the opinions we have formed.

Other matter

The financial statements of Velogic Holding Company Limited (the “Company”) and its subsidiaries (the “Group”)
for the year ended 30 June 2020 were audited by another auditor who expressed an unmodified opinion on those
statements on 09 April 2021.



A member firm of Ernst & Young Global Limited.

12.

INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF VELOGIC HOLDING COMPANY LIMITED

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Companies Act 2001

We have no relationship with or interests in the Company other than in our capacity as auditor and dealings in
the ordinary course of business.

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

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

ERNST & YOUNG THIERRY LEUNG HING WAH, F.C.C.A.
Ebène, Mauritius Licensed by FRC

Date: 13 December 2021
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