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2. BASIS OF PREPARATION (CONTINUED)

(a) Critical accounting judgements and key sources of estimation of uncertainty (continued)

(iii) Pension benefits

The present value of the pension obligations depends on a number of factors that are determined on 
an actuarial basis using a number of assumptions. The assumptions used in determining the net cost 
(income) for pensions include the discount rate. Any changes in these assumptions will impact the 
carrying amount of pension obligations.  

The Group determines the appropriate discount rate at the end of each year. This is the interest rate 
that should be used to determine the present value of estimated future cash outflows expected to 
be required to settle the pension obligations. In determining the appropriate discount rate, the Group 
considers the interest rates of high-quality corporate bonds that are denominated in the currency in 
which the benefits will be paid, and that have terms to maturity approximating the terms of the related 
pension obligation.

Other key assumptions for pension obligations are based in part on current market conditions.

(iv) Revaluation of property, plant and equipment and investment properties

The Group carries its investment properties at fair value, with changes in fair value being recognised in 
the profit or loss. In addition, it measures land and buildings at revalued amounts with changes in fair 
value being recognised in other comprehensive income. The fair value is determined by the directors’ 
valuation based on independent valuation by valuers.

(v) Fair value of securities 

The fair value of securities not quoted in an active market may be determined by the Group using 
valuation techniques including third party transactions values, earnings, net asset value or discounted 
cash flows, whichever is considered to be appropriate. The Group would exercise judgement and 
estimates on the quantity and quality of pricing sources used. Changes in assumptions about these 
factors could affect the reported fair value of financial instruments.

Determination of fair value

The fair value of publicly traded available-for-sale securities is based on their market value which is 
calculated by reference to the Stock Exchange and the Development Enterprise Market (DEM) - quoted 
prices at the close of business at the end of reporting period except for listed subsidiaries.  In assessing 
the fair value of unquoted investments, the Group uses a combination of discounted cash flow, price 
to book, earnings multiple, net asset base and dividend yield basis. The valuation policy is summarised 
below:

• For listed subsidiary companies, the fair value is the higher of the market value or share of net asset 
value.

• 50% stake or more in investee companies - price earnings multiple or discounted cash flow, except for 
listed subsidiaries, new investments, banks and property companies.

• Less than 50% stake in investee companies - earnings multiple

• Property investee companies - net asset basis whereby properties are revalued on a regular basis on 
their open market value

• Investments in new ventures are valued at cost for the first year less any impairment loss recognised to 
reflect irrecoverable amounts

• Investment entities - net asset basis

• Banking sector - mix of price to book and price earnings ratios or dividend discounting model as 
appropriate

• Recent transaction price, where applicable
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