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41. COMMITMENTS (CONT’D)

(b) Operating lease commitments (cont’d)

Hotel segment

The above operating lease arrangements include state leasehold land rentals for periods up to which the rental 
amounts have been agreed.  The state leasehold land rentals terms go up to a maximum of 60 years and do not 
contain any option to buy at the end of the lease term.  Sun Limited opted to enter into the 60 years state lease 
agreement offered by the Government of Mauritius in respect of three properties. 

The operating lease for the corporate office has an initial lease term of 5 years with an option to buy at the 
end of the lease term.  The Group has exercised its option in 2012 to renew the lease for a further period of four 
years.

Sun Limited has entered into a lease agreement under which the Company is leasing the Ambre Resort & Spa, a 
297-room hotel, and sub-lease the land on which the Hotel stands for an initial period of five (5) years, effective 
from 1 October 2012. On 7 July 2015, the term of the lease agreement was renewed for another five years as 
from 1 October 2017 to 30 September 2022.

Rental of office

One of the subsidiaries leases offices under non-cancellable operating lease.  The lease has varying terms, 
purchase options, escalation clauses and renewable rights.  Renewals are at the specific entity that holds the 
lease.  

The future minimum lease receivable are as follows:

THE GROUP

2017 2016

MUR’000 MUR’000

Not later than 1 year  7,159  14,367 

Later than 1 year and not later than 5 years  7,136  30,285 

 14,295  44,652 

(c) Guarantees and other obligations on account customers and commitment - Banking Segment

The guarantees and other obligations on account of customers and commitments for the banking segment 
amounted to MUR 2.7Bn as at 30 June 2017 (2016: MUR 1.8Bn).

42. DERIVATIVE FINANCIAL INSTRUMENTS

Accounting policies

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are 
subsequently remeasured at their fair value.  The method of recognising the resulting gain or loss depends on 
whether the derivative is designated as a hedging instrument, and if so, the nature of the item being hedged.

The Group designates certain derivatives as either:

- hedges of the fair value of recognised liabilities (fair value hedge);

- hedges of a particular risk associated with a recognised liability or a highly probable forecast transaction 
(cash flow hedge); or

- hedges of a net investment in a foreign operation (net investment hedge).
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42. DERIVATIVE FINANCIAL INSTRUMENTS (CONT’D)

The Group documents, at the inception of the transaction, the relationship between hedging instruments 
and hedged items, as well as its risk management objectives and strategy for undertaking various hedging 
transactions.  
The Group also documents its assessment, both at hedge inception and on an ongoing basis, of whether the 
derivatives that are used in hedging transactions are highly effective in offsetting changes in fair values or cash 
flows of hedged items.

The full fair value of a hedging derivative is classified as a non-current asset or liability when the remaining 
hedged item is more than 12 months; it is classified as a current asset or liability when the remaining maturity of 
the hedged item is less than 12 months. Trading derivatives are classified as a current asset or liability.

Fair value hedge

Changes in the fair value of derivatives that are designated and qualified as fair value hedges are recorded in 
profit or loss, together with any changes in the fair value of the hedged asset or liability that are attributable to 
the hedged risk.

The Group applies only fair value hedge accounting for hedging fixed interest risk on borrowings.  The gain or 
loss relating to the effective portion of interest rate swaps hedging fixed rate borrowings is recognised in profit 
or loss within finance costs.  The gain or loss relating to the ineffective portion is recognised in profit or loss.  

Changes in the fair value of the hedge fixed rate borrowings attributable to interest rate risk are recognised in 
profit or loss within finance costs.

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying amount of a 
hedged item for which the effective interest method is used is amortised to profit or loss over the period to 
maturity.

Cash flow hedge

The effective portion of changes in the fair value of derivatives that are designated and qualified as cash flow 
hedges are recognised in other comprehensive income. The gain or loss relating to the ineffective portion is 
recognised  
immediately in the profit or loss.

Amounts accumulated in equity are reclassified to profit or loss in the periods when the hedged item affects 
profit or loss.

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge 
accounting, any cumulative gain or loss existing in equity at that time remains in equity and is recognised when 
the forecast transaction is ultimately recognised in the income statement. When a forecast transaction is no 
longer expected to occur, the cumulative gain or loss that was reported in equity is immediately transferred to 
profit or loss.


