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2. BASIS OF PREPARATION (CONTINUED)

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

(xi) Provision for slow-moving inventories

Management is required to exercise significant judgement in estimating the provision for slow-moving 
inventories.

The following are considered to provide for inventories write-off:
 – Apply appropriate procedures to identify slow-moving and obsolete stocks;

 –  Make reasonable and prudent estimates of the prices obtainable in the market in which the goods are 
expected to be sold at the time at which they will be available for sale; and

 – Take into account projected time to completion and sale.

(xii) Determination of functional currency of the Group entities

The determination of the functional currency of the Group’s entities is critical since the way in 
which every transaction is recorded and whether exchange differences arising are dependent on 
the functional currency selected. The directors have determined that the functional currency of the 
company and local subsidiaries is the Mauritian rupee.  The choice of the functional currency of the 
foreign subsidiaries has been based on factors such as the primary economic environment in which 
each party operates, the currency that mainly influences revenues and costs.

(xiii) Recognition of revenue on sale of Invest Hotel Scheme (‘IHS’)room

Management has considered the detailed criteria for the recognition of revenue on sale of IHS 
rooms set out in IAS 18 - Revenue, IAS 11 - Construction contracts and IFRIC 15 - Agreements for the 
Construction of Real Estates.  Based on those criteria, management is satisfied that revenue on sale of 
IHS rooms is recognised under IAS 18.

(b)  Significant accounting policies applied to the current reporting period that relate to the financial 
statements as a whole

The financial statements are prepared under the historical cost convention except that :-

(i) certain property, plant and equipment are carried at revalued amounts;

(ii) investment properties are stated at fair value; 

(iii)  available-for-sale investments and relevant financial assets and financial liabilities are stated at fair 
value; and

(iv) loans receivable and relevant financial assets and financial liabilities are carried at amortised cost.
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