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Independent Auditor’s Report 
To the Shareholders of Maldives Tourism Development Corporation PLC 
  
Qualified Opinion 
 
We have audited the accompanying financial statements of Maldives Tourism Development 
Corporation PLC (“ the Company”), which comprise the statement of financial position as at 31st 
December 2019, and the statements of profit or loss and other comprehensive income, changes in equity 
and cash flows for the year then ended, and notes to the financial statements, comprising a summary of 
significant accounting policies and other explanatory information set out in pages 9 to 38. 
 

In our opinion, except the possible effects of the matters described in the Basis of Qualified Opinion 
paragraph, the financial statements give a true and fair view of the financial position of the Company 
as at 31st December 2019 and of its financial performance and its cash flows for the year then ended in 
accordance with International Financial Reporting Standards (“IFRSs”). 
 
 

Basis for Qualified Opinion  
 
As disclosed in Note 14 to the Financial Statements, the Company has recognized USD 20,000,000/- 
as investment property in relating to the lease hold improvements of Hdh.Naagoashi island as at 31st 
December 2019. However, an impairment assessment as required by IAS 36 was not performed as at 
31st December 2019. In addition to that, the existing lease arrangement with respect to Hdh.Naagoashi 
was not considered when adopting the IFRS 16 due to ongoing discussion with the Government of 
Maldives. As a result, we were unable to determine whether any adjustments might be required to these 
financial statements for the year ended 31st December 2019. 
 

We conducted our audit in accordance with International Standards on Auditing (“ISAs”). Our 
responsibilities under those standards are further described in the Auditors’ Responsibilities for the 
Audit of the Financial Statements section of our report. We are independent of the Company in 
accordance with the International Ethics Standards Board for Accountants Code of Ethics for 
Professional Accountants’ (the “IESBA Code”) and we have fulfilled our other ethical responsibilities 
in accordance with the IESBA Code. We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our qualified opinion. 
 
Emphasis of Matters 
 
(I) Contingent Liabilities  

 
We draw attention to Note 30.2 to the financial statements, which describes the possible effects of 
Government fines on some of the head lease payments. Our opinion is not modified in respect of this 
matter. 
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(II) Impact of Covid 19 
 

We draw attention to Note 31 of the financial statements, which describes that the sublessees have 
temporarily suspended their operations with effect from 1st April 2020. As the outbreak is ongoing, the 
potential impact of COVID 19 is subject to significant levels of uncertainties which are often outside 
of the Company’s control with the full range of possible effects are unknown. However, our opinion is 
not modified in respect of this matter. 
 
Key Audit Matters 
 
Key audit matters are those matters that, in our professional judgment, were of most significance in our 
audit of the Company’s financial statements of the current period. These matters were addressed in the 
context of our audit of the Company’s financial statements as a whole, and in forming our opinion 
thereon, and we do not provide a separate opinion on these matters. 
 
IFRS 16 – Leases (Transition adjustment) 
 

(Refer to the significant accounting policies in Note 3 and Note 4.11 to the financial statements). 
 

Risk Description 
 

Our Response 

 
IFRS 16 – Leases’ became effective for annual 
reporting beginning on or after 1st January 2019 
which introduced a single, on-balance sheet 
accounting model for lessees.  
 
 
The initial application of IFRS 16 gave rise to a 
net investment in sub lease of USD 44,913,009/, 
retained earnings of USD 17,227,738/-, lease 
liability of USD 15,059,899/- and Deferred tax 
assets of USD 2,193,382/- as at 1st January 2019. 
 
The Company applied the modified retrospective 
approach for the transition accounting.  
 
Impact assessment of IFRS 16 is significant to 
our audit, as the balances recognized in the 
financial statements are material, policy selection 
required for the new accounting policy, the 
implementation process to identify and process 
all relevant data associated with the leases is 
complex and the measurement of net investment 
in sub lease and lease liability is based on 
assumptions such as discount rates (incremental 
borrowing rate) and the lease terms, including 
termination and renewal options. 
 
The adjustments arising from applying IFRS 16 
are material to the Company’s financial 
statements and related disclosure of impact is a 
key focus area in our current year audit. 

 
Our audit procedures included; 
 

- Reviewing the contracts to assess whether all 
the leases have been appropriately identified 
as per the IFRS 16 requirements and 
considered the appropriateness of the 
transition approach and practical expedients 
applied. 

 

- Evaluating the appropriateness of selection of 
accounting policies based on the 
requirements of IFRS 16, our business 
understanding and industry practice.  

 

- Assessing whether transition gave rise to any 
indicators of management bias by evaluating 
the reasonableness of management’s key 
judgements and estimates made in preparing 
the transition adjustments. 

 

- Evaluating the completeness, accuracy and 
relevance of data used in preparing the 
transition adjustments as at 1st January 2019. 

 

- Engaging internal experts to assess the 
reasonableness of the assumptions used by 
the management. 

 

- Checking the mathematical accuracy of the 
transition adjustments. 

 

- Assessing the adequacy of the key 
disclosures in the financial statements. 
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Other Matter 
 
The financial statements of the Company for the year ended 31st December 2018 were audited by 
another auditor who expressed an unmodified opinion on those statements on 27th April 2019. 
 
Other Information 
 
The Board of Directors (the “Board”) is responsible for the other information. The other information 
comprises the information included in the annual report, but does not include financial statements and 
our auditor’s report thereon. The annual report is expected to be made available to us after the date of 
this auditor’s report.  
 

Our opinion on the financial statements does not cover the other information and we do not express any 
form of assurance conclusion thereon. 
 
In connection with our audit of the financial statements, our responsibility is to read the other 
information identified above when it becomes available and, in doing so, consider whether the other 
information is materially inconsistent with the financial statements or our knowledge obtained in the 
audit, or otherwise appears to be materially misstated.  
 

When we read the annual report, if we conclude that there is a material misstatement therein, we are 
required to communicate the matter to the Board. 
 
Responsibilities of the Board of Directors for the Financial Statements  
 
The Board is responsible for the preparation and fair presentation of these financial statements in 
accordance with IFRSs, and for such internal control as the Board determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
In preparing these financial statements, the Board is responsible for assessing the 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 Board either intends to liquidate the Company or to cease 
operations, or has no realistic alternative but to do so.  
 
Auditors’ Responsibilities for the Audit of the Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether these 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 judgment and maintain 
professional skepticism throughout the audit. We also: 
   
• Identify and assess the risks of material misstatement of these 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. 
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• 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 Company’s internal control. 

 
• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 

estimates and related disclosures made by the Board.  
 
 

• Conclude on the appropriateness of the Board’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 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 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 Company to cease to continue 
as a going concern. 

 
• 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 Board 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 Board 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, related safeguards.  
 
From the matters communicated with the Board, we determine those matters that were of most 
significance in the audit of the 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. 
 
The engagement partner on the audit resulting in this independent auditor’s report is R.W.M.O.W. 
Duminda B. Rathnadiwakara. 
 
 
 
 

Chartered Accountants 
 

29th June 2020 
Male’ 



MALDIVES TOURISM DEVELOPMENT CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31ST DECEMBER 2019 2018
Note US$ US$

Revenue 6 3,682,785        4,578,797   

Cost of Operations 7 (1,266,772)       (1,902,717)  

Gross Profit 2,416,013        2,676,080   

Other Income 8 403,995           -              

Administrative Expenses (857,377)          (872,584)     

Provision for Impairment on Lease Rental Receivables 15.1 (445,318)          -              

Results from Operations 1,517,313        1,803,496   

Finance Income 9 19,058             -              

Profit Before Tax 10 1,536,371        1,803,496   

Tax Expense 11 (297,446)          (265,591)     

Profit for the Year 1,238,925        1,537,905   

Other Comprehensive income for the Year -                   -              

Total Comprehensive Income for the Year 1,238,925        1,537,905   

Basic Earnings Per Share 12 0.036               0.045          

Figures in brackets indicate deductions.

The Financial Statements are to be read in conjunction with the related notes which form an integral
part of the Financial Statements of the Company set out on pages 9 to 38. The Report of the
Independent Auditor is given on pages 1 to 4.
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MALDIVES TOURISM DEVELOPMENT CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31ST DECEMBER

 Share
Capital 

 Share
Premium (Accumulated 

losses)
Total

Retained 
Earning

US$ US$ US$ US$

As at 1st January 2018 26,183,719 607,415  (6,473,870)       20,317,264 

Total Comprehensive Income for the Year -             -         1,537,905        1,537,905   

As at 31st December 2018 26,183,719 607,415  (4,935,965)       21,855,169 

Adjustment on Initial Application of IFRS 16, net off taxes (Note 3 (c)) -             -         17,227,738      17,227,738 

Adjusted Balance as at 1st January 2019 26,183,719 607,415  12,291,773      39,082,907 

Total Comprehensive Income for the Year -             -         1,238,925        1,238,925   

As at 31st December 2019 26,183,719 607,415  13,530,698      40,321,832 

Figures in brackets indicate deductions.

The Financial Statements are to be read in conjunction with the related notes which form an integral part of the Financial Statements
of the Company  set out on pages 9 to 38. The Report of the Independent Auditor is given on pages 1 to 4.
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MALDIVES TOURISM DEVELOPMENT CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31ST DECEMBER 2019 2018
Note US$ US$

Cash Flows from Operating Activities
Profit Before Tax 1,536,371    1,803,496  

Adjustments for:

Depreciation 13 6,962           7,903         
Interest Income on Net Investment in Sub lease 6 (3,682,785)   -             
Written Back of Payables 8 396,807       -             
Provision for Impairment of Lease Rental Receivables 15 445,318       -             
Interest Income on Fixed Deposit 9 (19,058)        -             
Interest Expense on Lease Liabilities 22 1,266,772    
Other Receivables Written off 10 36,774         -             
Operating (Loss) / Profit Before Working Capital Changes (12,839)        1,811,399  

Changes in :

Other Receivables 17 -               (398,813)    
Trade and Other Payables 26 (799,756)      (961,786)    
Cash Generated From (Used In) / From Operating Activities (812,595)      450,800     

Sub Lease Rent Received 15 4,807,497    -             
Head Lease Rent Paid 22 (1,977,360)   -             
Tax paid 19 -               (240,611)    
Net Cash from Operating Activities 2,017,542    210,189     

Cash Flows From Investing Activities
Acquisition of Property, Plant and Equipment 13 (4,742)          (14,717)      
Investment in Fixed Deposit 18 (4,000,000)   -             
Net Cash used in Investing Activities (4,004,742)   (14,717)      

Net (decrease)/ increased in Cash and Cash Equivalents (1,987,200)   195,472     
Cash and Cash Equivalents at the Beginning of the Year 2,357,661    2,162,189  
Cash and Cash Equivalents at the End of the Year 20 370,461       2,357,661  

Figures in brackets indicate deductions.

The Financial Statements are to be read in conjunction with the related notes which form an integral
part of the Financial Statements of the Company set out on pages 9 to 38. The Report of the
Independent Auditor is given on pages 1 to 4.
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1. REPORTING ENTITY 
 

Maldives Tourism Development Corporation PLC (the “Company”) is a Company incorporated and 
domiciled in the Republic of Maldives as a public limited liability Company. The Company is listed 
on the stock exchange of Maldives and governed under the Companies’ Act No. 10 of 1996 of the 
Republic of Maldives with its registered office at 1st floor, G. Fathruvehi, Buruzu Magu, Male. 
Maldives. 

 
       Principal activities and nature of operation  

 
The Company is primarily involved in subleasing the islands allotted to the Company by the 
Government of the Maldives. 

 
      Number of employees 
       
      The number of employees at the end of the reporting period was 13. 
 
      Authorization for issue 
       
      The financial statements of the Company for the year ended 31 December 2019 were authorized for            
      issue on 29th June 2020. 
 
2. BASIS OF PREPARATION 
 

(a) Statement of Compliance 
 
The financial statements have been prepared in accordance with International Financial 
Reporting Standards (“IFRSs”). 

  
This is the first set of Company’s financial statement in which IFRS 16 Leases has been 
applied. The related changes to significant accounting policies are described in Note 3. 

 
(b) Basis of Measurement 

 
The financial statements have been prepared on the historical cost basis. 

 
(c) Functional and Presentation Currency 

 
 These financial statements are presented in United States Dollars, which is the Company’s 

functional currency. All financial information presented in United States Dollars has been 
rounded to the nearest Dollar.  

 
The decision has been taken by management of the Company to maintain the reporting currency 
as United States Dollars in the financial statements since most of the business transactions are 
dealt in United States Dollars.  
 

(d) Going concern 
 
The Directors have made an assessment of the Company’s ability to continue as a going concern 
and they do not intend either to liquidate or to cease trading. Hence the financial statements have 
been prepared under the going concern basis 
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2. BASIS OF PREPARATION (CONTINUED) 

 
(e) Use of Estimates and Judgements 

 
 In preparing these financial statements, management has made judgements and estimates that 

affect the application of the Company’s accounting policies and the reported amounts of assets, 
liabilities, income and expenses. Actual results may differ from these estimates. 

 
 Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates 

are recognised prospectively. 
  

a. Judgements 
 

Information about critical judgement in applying accounting policies that has the most 
significant effect on the amounts recognised in the financial statements is included in the 
respective notes. 

 
b. Assumptions and estimation uncertainties 

 
Information about assumptions and estimation uncertainties as at 31st December 2019 that have a 
significant risk of resulting in a material adjustment to the carrying amounts of assets and 
liabilities in the next financial year is included in the respective notes.  

 
i. Measurement of fair values  

 
A number of the Company's accounting policies and disclosures require the measurement of fair 
values, for both financial and non-financial assets and liabilities. The Company has an 
established control framework with respect to the measurement of fair values.  
 

When measuring the fair value of an asset or a liability, the Company uses observable market 
data as far as possible. Fair values are categorized into different levels in a fair value hierarchy 
based on the inputs used in the valuation techniques as follow 

- Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities. 

- Level 2: inputs other than quoted prices included in Level 1 that are observable for the 
asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices). 

- Level 3: inputs for the asset or liability that are not based on observable 
market data (unobservable inputs). 

 

If the inputs used to measure the fair value of an asset or a liability fall into different levels of the 
fair value hierarchy, then the fair value measurement is categorized in its entirety in the same 
level of the fair value hierarchy as the lowest level input that is significant to the entire 
measurement. 
 
The Company recognizes transfers between levels of the fair value hierarchy at the end of the 
reporting period during which the change has occurred. 

 
3.    CHANGES IN SIGNIFICANT ACCOUNTING POLICIES 

 
The Company initially applied IFRS 16 Leases from 1st January 2019. A number of other standards 
are also effective from 1st January 2019 but they do not have a material effect on the Company 
financial statements. 
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3.    CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

The Company applied IFRS 16 using the modified retrospective approach. Accordingly comparative 
information presented for 2018 is not restated. It is presented, as previously reported under IAS 17 
and related interpretations. The details of the changes in accounting policies are disclosed below. 
Additionally, the disclosure requirement in IFRS 16 have not generally been applied to comparative 
information. 

 
(a) As a lessee 

 
As a lessee, the Company leases lands obtained from Government of Maldives. The Company 
previously classified leases as operating or finance leases based on its assessment of whether the lease 
transferred significantly all of the risks and rewards incidental to the ownership of underlying asset to 
the Company. Under IFRS 16, the Company recognizes net investment in sub lease and lease 
liabilities for the leases as required. 

 
At commencement or on modification of a contract that contains a lease component, the Company 
allocates the consideration in the contract to each lease component on the basis of its relative stand-
alone price. However, for the leases of property the Company has selected not to separate non-lease 
components and account for the lease and associated non-lease components as single lease 
component. 
 
(i) Leases classified as operating leases under IAS 17 

 
Previously, the Company classified property leases as operating leases under IAS 17. On transition, 
for these leases, lease liabilities were measured at the present value of the remaining lease 
payments, discounted at the Company incremental borrowing rate as at 1st January 2019 (see Note 
3(c)). 

 
The Company used a number of practical expedients when applying IFRS 16 to leases previously 
classified as operating leases under IAS 17. In particular, the Company: 
 
-  Did not recognize right-of-use assets and liabilities for leases for which the lease term ends within 

12 months of the date of initial application. 
 

-  Did not recognize right-of-use assets and liabilities for leases of low value assets. 
 

-  Excluded initial direct costs from measurement of the right-of-use asset at the date of initial 
application; 

 
(b) As a lessor 

 
The company sub leases right-of-use assets which are acquired under head lease arrangement. Under 
IAS 17, the head lease and sub-lease contracts were classified as operating leases. On transition to 
IFRS 16, the Company recognized the net investment in sublease from sub-leases and measured at 
amortized cost. 
 

(c) Impact on transition 
 

On transition to IFRS 16, the Company recognized additional net investment in sub-lease from 
subleasing the right of use assets under head lease arrangement and additional lease liabilities on head 
lease arrangement. The impact of transition is summarized below. 
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3.    CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

(c) Impact on transition (Continued) 
 

Description Impact as at 1st 
January 2019 

US$ 
Net investment in sub-leases – Dr 44,913,009 
Lease equalization of head lease – Dr 1,151,766 
Sub - lease advance received – Dr 10,311,565 
Deferred tax assets - Dr 2,193,382 
Lease liabilities – Cr                                                                                               15,059,899 
Sub - lease equalization – Cr 24,472,078 
Payables to government of Maldives– Cr  1,810,007 
Retained earnings – Cr   17,227,738 

                                                                            
When measuring net investment in sub-lease for sub-leases and lease liabilities for the head-leases 
that were classified as operating leases, the Company discounted the lease payments using its 
incremental borrowing rate at 1st January 2019. The weighted average discount rate is 8.5%. A lease 
balance amounting to USD 1,810,007 payable to the Government of Maldives was erroneously 
omitted in prior period financial statements. Since there is no impact on prior or current year profit or 
loss, the correction was made through retained earnings as at 1st January 2019.   
 
For net investment in sub-leases for sub-lease arrangement 

 
Description 1st January 2019 

US$ 
Sub-lease rentals receivables as at 31st December 2018                                                                        73,470,455 
Discounted using the incremental borrowing rate at 1st January 2019             44,913,009 
Net investment in sub-leases recognized at 1st January 2019                                                  44,913,009 

 

For lease liability in head-leases for head-lease arrangement 

 
Description 1st January 2019 

US$ 
Operating lease commitments at 31st December 2018 as disclosed under 
IAS 17 in the Company’s financial statements *                                                                     

31,063,513 

Lease rent payable as at 1st January 2019 based on the agreements * 24,640,948 
Discounted using the incremental borrowing rate at 1st January 2019             15,059,899 
Lease liabilities recognized at 1st January 2019                                                  15,059,899 

 
The Company has erroneously disclosed the operating lease commitments as at 31st December 2018.   
However, the management has reviewed the contracts and identified the correct lease rentals 
payables as at 1st January 2019 for the purpose of IFRS 16 adjustment. 
  
Amounts recognised in profit or loss in relating to leases under IFRS 16 (in 2019) and under IAS 17 
(in 2018) are given in the following table. 
 

Description 2019 
US$ 

2018 
US$ 

Sub lease rentals - Income - 4,578,797 
Head lease rentals - Expense - 1,902,717 
Interest income on net investment in sub lease 3,682,785 - 
Interest expense on lease liabilities 1,266,772 - 
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3.    CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
(c) Impact on transition (Continued) 

 
Amounts recognised in statement of cash flows are given in the following table. 
 

Description 2019 
US$ 

Cash flows from operating activities  
Sub lease rent received 4,807,497 
Head lease rent paid 1,977,360 

 
The accounting policies set out below except as disclosed in the Note 3 have been applied in these 
financial statements, consistently by the Company. 

 
4. SIGNIFICANT ACCOUNTING POLICIES 
 
4.1 Foreign Currency Transactions 

 
 Transactions in foreign currencies are translated into the respective functional currencies of 

companies at the exchange rates at the dates of the transactions. Monetary assets and liabilities 
denominated in foreign currencies are translated into the functional currency at the exchange rate at 
the reporting date. Non-monetary assets and liabilities that are measured at fair value in a foreign 
currency are translated into the functional currency at the exchange rate when the fair value was 
determined. Non-monetary items that are measured based on historical cost in a foreign currency are 
translated at the exchange rate at the date of the transaction. Foreign currency differences are 
generally recognized in profit or loss and presented within finance costs.  

 
4.2 Revenue – Interest income on net investment in sub-lease 

 
The company generates revenue primarily from the subleasing the right of use assets acquired 
under head-lease arrangement. Revenue is recognized to the extent that it is probable that the 
economic benefits will flow to the company and revenue can be reliably measured. 
 
The company recognize a financial asset called “net investment in sub-lease” under IFRS 16 by 
discounting future rentals receivables from the sub-lessee at the initial recognition date. Investment 
in sub-lease is measured at amortized cost and interest income on investment in sub-lease is 
recognized in profit or loss as revenue using effective interest method. Effective interest rate is the 
rate that exactly discounts estimated future cash payments or receipts through the expected life of 
the financial instrument or a shorter period, where appropriate, to the net carrying amount of the 
financial asset or financial liability. 
 

4.3 Cost of operations – Interest expense on lease liability 
 

The company incurs cost of operations primarily for the right-of-use assets acquired under head-
lease arrangement. The company recognises financial liability called “lease liability” under IFRS 16 
by discounting future lease rental payments at the initial recognition date. Lease liability is 
recognized at amortized cost and interest expense on lease liability is recognized in profit or loss as 
cost of operations using effective interest rate method. 
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
4.4 Expenditure recognition  

 
Expenses are recognise in the statement of comprehensive income on the basis of direct association 
between the cost incurred and the earning of specific items of income. All expenditures incurred in 
the running of the business and in maintaining the property Plant and equipment in a state of 
efficiency has been charged to income in arriving at the profit for the year. 
 
Expenditure incurred for the purpose of acquiring, expanding or improving assets of permanent 
nature by means of which to carry on the business or for the purpose of increasing the earing 
capacity of the business has been treated as capital expenditure. 

 
4.5 Income Tax 
 

 Income tax expense comprises current and deferred tax. It is recognized in profit or loss except to the 
extent that it relates to a business combination, or items recognized directly in equity or in OCI. The 
Company has determined that interest and penalties related to income taxes, including uncertain tax 
treatments, do not meet the definition of income taxes, and therefore accounted for them under IAS 
37 Provisions, Contingent Liabilities and Contingent Assets. 
 
(i) Current Tax 

 
 Current tax comprises the expected tax payable or receivable on the taxable income or loss for the 

year and any adjustment to the tax payable or receivable in respect of previous years. The amount of 
current tax payable or receivable is the best estimate of the tax amount expected to be paid or 
received that reflects uncertainty related to income taxes, if any. It is measured using tax rates 
enacted or substantively enacted at the reporting date. Current tax also includes any tax arising from 
dividends. Current tax assets and liabilities are offset only if certain criteria are met. 

 
(ii) Deferred Tax 
 
Deferred tax is recognized in respect of temporary differences between the carrying amounts of 
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. 
Deferred tax is not recognized for Temporary differences on the initial recognition of assets or 
liabilities in a transaction that is not a business combination and that affects neither accounting nor 
taxable profit nor loss. 
 

 Deferred tax assets are recognized for unused tax losses. Unused tax credits and deductible 
temporary differences to the extent that it is probable that future taxable profits will be available 
against which they can be used.  

 
 Future taxable profits are determined based on the reversal of relevant taxable temporary differences. 

If the amount of taxable temporary differences is insufficient to recognize a deferred tax asset in full, 
then future taxable profits, adjusted for reversals of existing temporary differences, are considered, 
based on the business plans for the Company.  

  
 Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no 

longer probable that the related tax benefit will be realized; such reductions are reversed when the 
probability of future taxable profits improves. Unrecognized deferred tax assets are reassessed at 
each reporting date and recognized to the extent that it has become probable that future taxable 
profits will be available against which they can be used. 
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
4.5 Income Tax (Continued) 
 

 Deferred tax is measured at the tax rates that are expected to be applied to temporary differences 
when they reverse, using tax rates enacted or substantively enacted at the reporting date, and reflects 
uncertainty related to income taxes, if any. 

 
 The measurement of deferred tax reflects the tax consequences that would follow from the manner in 

which the Company expects, at the reporting date, to recover or settle the carrying amount of its 
assets and liabilities. For this purpose, the carrying amount of investment property measured at fair 
value is presumed to be recovered through sale, and the Company has not rebutted this presumption. 

  
 Deferred tax assets and liabilities are offset only if certain criteria are met. 

 
4.6 Property, Plant and Equipment 

 
(i)  Recognition and Measurement 
 
Items of property, plant and equipment are measured at cost less accumulated depreciation and 
accumulated impairment losses. 
 
Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-
constructed assets includes the cost of materials and direct labor, any other costs directly attributable 
to bringing the assets to a working condition for their intended use, the costs of dismantling and 
removing the items and restoring the site on which they are located and capitalized borrowing costs. 
Purchased software that is integral to the functionality of the related equipment is capitalized as part 
of that equipment. 

 
When parts of an item of property, plant and equipment have different useful lives, they are 
accounted for as separate items (major components) of property, plant and equipment. 

 
Gains and losses on disposal of an item of property, plant and equipment are determined by 
comparing the proceeds from disposal with the carrying amount of property, plant and equipment, 
and are recognized net within other income in profit or loss.  

 
(ii) Subsequent Costs 
 
The cost of replacing a part of an item of property, plant and equipment is recognized in the carrying 
amount of the item if it is probable that the future economic benefits embodied within the part will 
flow to the Company, and its cost can be measured reliably. The carrying amount of the replaced 
part is derecognized. The costs of the day-to-day servicing of property, plant and equipment are 
recognized in profit or loss as incurred. 
 
(iii)  Depreciation 
 
Depreciation is calculated over the depreciable amount, which is the cost of an asset, or other amount 
substituted for cost, less its residual value. 

 
Depreciation is recognized in profit or loss on a straight-line basis over the estimated useful lives of 
each part of an item of property, plant and equipment, since this most closely reflects the expected 
pattern of consumption of the future economic benefits embodied in the asset.  
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
4.6 Property, Plant and Equipment (Continued) 
 

(iii)  Depreciation (Continued) 
 

Leased assets are depreciated over the shorter of the lease term and their useful lives unless it is 
reasonably certain that the Company will obtain ownership by the end of the lease term.  

 
The estimated useful lives for the current and comparative periods are as follows: 
 

       
       Plant & Machinery       Over 10 Years 
       Marine Vessels                                                            Over 10 Years 
       Motor Vehicles               Over 10 Years 
       Office Equipment                 Over 05 Years 
       Other Equipment                   Over 05 Years 
       Furniture, Fittings and Equipment   Over 05 Years 
       Computer Equipment    Over 03 Years 
       Communication Equipment    Over 05 Years 
       Machineries                             Over 10 Years 
       

Depreciation methods, useful lives and residual values are reviewed at each financial year-end and 
adjusted if appropriate. 
 
A full month’s depreciation is provided in the month of ready to use while, no depreciation is 
provided in the month of disposal. 

 
4.7 Investment Property 

 
Investment property is properties held either to earn rental income or for capital appreciation or for 
both, but not for sale in the ordinary course of business, use in the production or supply of goods or 
services or for administrative purposes. Investment property is measured at cost less accumulated 
depreciation and impairment losses. 
 

On the disposal of an investment property, the difference between the net disposal proceeds and the 
carrying amount is recognized in profit and loss. 
 

4.8 Financial Instruments 
 

(i) Recognition and Initial Measurement 
 

Trade receivables and debt securities are initially recognized when they are originated. All other 
financial assets are initially recognized when the Company becomes a party to the contractual 
provisions of the instrument. 

A financial asset (unless it is a trade receivable without a significant financing component)y is 
initially measured at fair value plus, for an item not at Fair Value through Profit or loss (“FVTPL”), 
transaction costs that are directly attributable to its acquisition or issue. A trade receivable without a 
significant financing component is initially measured at the transaction price. 
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
4.8 Financial Instruments (Continued) 
 

(ii) Classification and subsequent measurement 
 

Financial assets 

On initial recognition, a financial asset is classified as measured at: amortized cost, Fair Value 
through Other Comprehensive Income (“FVOCI”) – Debt investment, FVOCI – equity investment 
or FVTPL. 

Financial assets are not classified subsequent to their initial recognition unless the Company changes 
its business model for managing financial assets. In which case all affected financial assets are 
classified on the first day of the first reporting period following the change in the business model. 

A financial asset is measured at amortized cost if it meets both of the following conditions and is not 
designated as at FVTPL: 

− It is held within a business model whose objective is to hold assets to collect 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. 

 
  Financial assets - Business Model Assessment 

The Company makes an assessment of the objective of the business model in which a financial asset 
is held at a portfolio level because this best reflects the way the business is managed and information 
is provided to the management. 

Transfers of financial assets to third parties in transactions that do not qualify for de-recognition are 
not considered sales for this purpose, consistent with the Company’s continuing recognition of the 
assets. Financial assets that are held for trading or are managed and whose performance is evaluated 
on a fair value basis are measured at FVTPL. 

 
Financial assets - Assessment Whether the Cash Flows are Solely Payment of Principal and 
Interest 

 
For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on 
initial recognition. ‘Interest’ is defined as consideration for the time value of money and for the 
credit risk associated with the principal amount outstanding during a particular period of time and for 
other basic lending risks and costs as well as a profit margin. 

 
In assessing whether the contractual cash flows are solely payments of principal and interest, the 
Company considers the contractual terms of the instrument. This includes assessing whether the 
financial asset contains a contractual term that could change the timing or amount of contractual cash 
flows such that it would not meet this condition. 

 
(iii) Financial assets - Subsequent Measurement and gains and losses 

 
Financial 
Assets at 
Amortized 
Cost 

These assets are subsequently measured at amortized cost using the effective 
interest method. The amortized cost is reduced by impairment losses. 
Interest Income, foreign exchange gains and losses and impairment are 
recognized in profit or loss. Any gain or loss on de-recognition is recognized 
in profit or loss. 
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

4.8 Financial Instruments (Continued) 
 

(iv) Financial liabilities – classification, subsequent measurement and gains and losses 
 

Financial Liabilities are classified as measured at amortized cost or FVTPL. A financial liability is 
classified as at FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as 
such on initial recognition. Financial Liabilities at FVTPL are measured at fair value and net gains 
and losses, including any interest expense are recognized in profit or loss. Other financial liabilities 
are subsequently measured at amortized cost using the effective interest method. Interest expense 
and foreign exchange gains and losses are recognized in profit or loss. Any gain or loss on de-
recognition is also recognized in profit or loss. 
 
The Company’s non-derivative financial liabilities consist of amount due to related parties, loans and 
borrowings and trade and other payables. Such financial liabilities are recognized initially at fair 
value plus any directly attributable transaction costs. Subsequent to initial recognition, these 
financial liabilities are measured at amortized cost using the effective interest method. 

 
(v) De-recognition 

 
Financial assets  

 
The Company de-recognizes a financial asset when the contractual rights to the cash flows from the 
financial asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in 
which substantially all of the risks and rewards of the ownership of the financial asset are transferred 
or in which the Company neither transfers nor retains substantially all of the risks and rewards of 
ownership and it does not retain control of the financial asset. 
 
The Company enters into transactions whereby it transfers assets recognized in its statement of 
financial position, but retains either all or substantially all of the risks and rewards of the transferred 
assets. In these cases, the transferred assets are not de-recognized. 

 
Financial Liabilities 
 
The Company de-recognizes a financial liability when its contractual obligations are discharged or 
cancelled, or expire. The Company also de-recognizes a financial liability when its terms are 
modified and the cash flows of the modified liability are substantially different, in which case a new 
financial liability based on the modified terms is recognized at fair value. On de-recognition of a 
financial liability, the difference between the carrying amount extinguished and the consideration 
paid (including non-cash assets transferred or liabilities assumed) is recognized in profit or loss. 
 
(vi) Offsetting 

 
Financial assets and financial liabilities are offset and the net amount presented in the 
statement of financial position when, and only when, the Company currently has a legally 
enforceable right to set off the amounts and it intends either to settle them on a net basis or to 
realise the assert and settle the liability simultaneously. 
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4.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
4.9 Impairment 
 

(i) Non-derivative financial assets 
 

Financial instruments 
The Company recognizes loss allowances for ECLs on financial assets measured at amortized 
cost. The Company measures loss allowances at an amount equal to lifetime ECLs, except for 
the bank balances for which credit risk (i.e. the risk of default occurring over the expected life 
of the financial instrument) has not increased significantly since initial recognition, which are 
measured at 12 month ECLs. 
 
Loss allowances for trade receivables are always measured at an amount equal to lifetime ECLs. 
When determining whether the credit risk of a financial asset has increased significantly since 
initial recognition and when estimating ECLs, the Company considers reasonable and 
supportable information that is relevant and available without undue cost or effort. This 
includes both quantitative and qualitative information and analysis, based on the Company's 
historical experience and informed credit assessment that includes forward-looking 
information. 

 
Lifetime ECLs are the ECLs that result from all possible default events over the expected life 
of a financial instrument. 12-month ECLs are the portion of ECLs that result from default 
events that are possible within the 12 months after the reporting date (or a shorter period if the 
expected life of the instrument is less than 12 months). The maximum period considered when 
estimating ECLs is the maximum contractual period over which the Company 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 (i.e. the difference between the cash flows due to the entity 
in accordance with the contract and the cash flows that the Company expects to receive).  

 
(i) Non –derivative financial assets (Continued) 
 
Credit-impaired financial assets 
 

At each reporting date, the Company assesses whether financial assets carried at amortized 
cost are credit-impaired. A financial asset is 'credit-impaired'   when one   or more events that 
have a detrimental 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 financial difficulty of the debtor; 

- a breach of contract such as a default; 
- it is probable that the debtor will enter bankruptcy or other financial reorganization; 
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4.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
4.9 Impairment (Continued) 
 

Presentation of allowance for ECL in the statement of financial position 
 

Loss allowances for financial assets measured at amortized cost are deducted from the gross 
carrying amount of the assets. 

 

(i) Non-financial  assets 
 

At each reporting date, the Company reviews the carrying amounts of its non-financial assets to 
determine whether there is any indication of impairment. If any such indication exists, then the 
asset's recoverable amount is estimated.For impairment testing, assets are grouped together into the 
smallest group of assets that generates cash inflows from continuing use that are largely independent 
of the cash inflows of other assets or CGUs. 
  

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less 
costs to sell. Value in use is based on the estimated future cash flows, discounted to their present 
value using a pre-tax discount rate that reflects current market assessments of the time value of 
money and the risks specific to the asset or CGU.An impairment loss is recognized if the carrying 
amount of an asset or CGU exceeds its recoverable amount. Impairment losses are recognized in 
profit or loss. 
 
An impairment loss is reversed only to the extent that the asset's carrying amount does not exceed 
the carrying amount that would have been determined, net of depreciation or amortization, if no 
impairment loss had been recognized. 
 

4.10 Share Capital 
 
Ordinary shares 

 
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of 
ordinary shares are recognized as a deduction from equity. 
 
Share Premium 
 
Share premium  represents the premium realised by issue of shares at a price above the par value. 

 
4.11 Leases 
 

The Company has applied IFRS 16 using the modified retrospective approach and therefore the 
comparative information has not been restated and continues to be reported under IAS 17 and 
IFRIC 4. The details of accounting policies under IAS 17 and IFRIC 4 are disclosed separately. 

 
Policy applicable from 1st January 2019 
 
i. As a lessee 

 
At inception of a contract, an entity shall assess whether the contract is, or   contains, a lease. A 
contract is, or contains, a lease if the contract conveys the right to control the use of an identified 
asset for a period of time in exchange for consideration as per IFRS 16. 
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4.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
4.11 Leases (Continued) 
 
i. As a lessee (Continued) 
 

The lease liability is initially measured at the present value of the lease payments that are not paid at 
the commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot 
be readily determined, and the Company's incremental borrowing rate. Generally, the Company uses 
its incremental borrowing rate as the discount rate. The Company determines its incremental 
borrowing rate by obtaining interest rates from various external financing sources and makes certain 
adjustments to reflect the terms of the lease. 
 
The lease payments included in the measurement of the lease liability comprise the following, 
 
-  fixed payments, including in-substance fixed payments.  
-  variable lease payments that depend on an index or a rate, initially measured using the index or 

rate as at the commencement date;  
-  amounts expected to be payable by the lessee under residual value guarantees;  
-  the exercise price of a purchase option if the lessee is reasonably certain to exercise that option 

and payments of penalties for terminating the lease, if the lease term reflects the lessee 
exercising an option to terminate the lease.  

 
The lease liability is measured at amortized cost using the effective interest method. It is remeasured 
when there is a change in future lease payments arising from a change in an index or rate, if there is a 
change in the Company's estimate of the amount expected to be payable under a residual value 
guarantee, if the Company changes its assessment of whether it will exercise a purchase, extension 
or termination option or if there is a revised in-substance fixed lease payment. When the lease 
liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of net 
investment in sublease or retained earnings. 

 
 After the commencement date, a lessee shall measure the lease liability by: 
 

(a) increasing the carrying amount to reflect interest on the lease liability; 
(b) reducing the carrying amount to reflect the lease payments made; and 
(c) remeasuring the carrying amount to reflect any reassessment or lease modifications or to reflect 

revised in-substance fixed lease payments. 
 

Interest on the lease liability in each period during the lease term shall be the amount that produces 
a constant periodic rate of interest on the remaining balance of the lease liability. 

 
After the commencement date, a lessee shall recognize interest cost in profit or loss, unless the 
costs are included in the carrying amount of another asset applying other applicable Standards, 
both: 
 
-  interest on the lease liability; and  
-  variable lease payments not included in the measurement of the lease liability in the period in 

which the event or condition that triggers those payments occurs. 
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4.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
4.11 Leases (Continued) 
 

ii. As a lessor 
 

On the date of initial application an intermediate lessor shall reassess subleases that were classified 
as operating leases applying IAS 17 and are ongoing at the date of initial application, to determine 
whether each sublease should be classified as an operating lease or a finance lease applying this 
Standard. The intermediate lessor shall perform this assessment at the date of initial application on 
the basis of the remaining contractual terms and conditions of the head lease and sublease at that 
date. 

  
For subleases that were classified as operating leases applying IAS 17 but finance leases applying 
this Standard, account for the sublease as a new finance lease entered into at the date of initial 
application 
 
Net investment in sub  lease shall be measured by discounting total rentals to be received over future 
lease period as the net investment, using the discount rate applied for head lease.Net investment in 
sub  lease is subsequently recognized at amortized cost using the effective interest rate method. 
 
The lessor shall use the interest rate implicit in the lease to measure the net investment in the lease. 
In the case of a sublease, if the interest rate implicit in the sublease cannot be readily determined, an 
intermediate lessor may use the discount rate used for the head lease (adjusted for any initial direct 
costs associated with the sublease) to measure the net investment in the sublease. 
 
At the commencement date, the lease payments included in the measurement of the net investment in 
the lease comprise the following that are not received at the commencement date:  

 
(a) fixed payments including in-substance fixed payments less any lease incentives payable; 
(b) variable lease payments that depend on an index or a rate, initially measured using the index or 

rate as at the commencement date; 
(c) any residual value guarantees provided to the lessor by the lessee, a party related to the lessee or 

a third party unrelated to the lessor that is financially capable of discharging the obligations 
under the guarantee; 

(d) the exercise price of a purchase option if the lessee is reasonably certain to exercise that option 
and 

(e) payments of penalties for terminating the lease, if the lease term reflects the lessee exercising an 
option to terminate the lease. 

 
If the sublease is for all of the remaining term of the corresponding head lease, the intermediate 
lessor no longer has the right to use the underlying asset. Accordingly, the intermediate lessor shall; 

 
a. Derecognize the right-of-use asset relating to the head lease that it transfers to sub lessee and 

recognizes the net investment in the sub-lease. 
b. Recognizes any difference between the carrying amounts of the right-of-use asset and the net 

investment in the sub-lease in retained earnings; 
c. Continues to recognize the lease liability relating to the head lease, which represents the lease 

payments owed to the head lessor. 
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4.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
4.11 Leases (Continued) 
   

ii. As a lessor (Continued) 
 
A lessor shall recognize finance income over the lease term, based on a pattern reflecting a constant 
periodic rate of return on the lessor’s net investment in the lease 
 
A lessor aims to allocate finance income over the lease term on a systematic and rational basis. A 
lessor shall apply the lease payments relating to the period against the gross investment in the lease 
to reduce both the principal and the unearned finance income. 

 
Policy applicable before 1st January 2019  
 
For contracts entered into before 1st January 2019, the Company determined whether the 
arrangement was or contained a lease based on the assessment of whether: 
 
- Fulfilment of the arrangement was dependent on the use of a specific asset or assets; and 
 
- The arrangement had conveyed a right to use the asset. An arrangement conveyed the right to 

use the asset if one of the following was met 
 

- The purchaser had the ability or right to operate the asset while obtaining or controlling more 
than an insignificant amount of the output; 

 
- The purchaser had the ability or right to control physical access to the asset while obtaining or 

controlling more than an insignificant amount of the output; or 
 
- Facts and circumstances indicated that it was remote that other parties would take more than an 

insignificant amount of the output, and the price per unit was neither fixed per unit of output 
nor equal to the current market price per unit of output. 

 
      i. As a lessee 

 
In the comparative period, as a lessee the Company classified leases that transferred substantially 
all of the risks and rewards of ownership as finance leases. When this was the case, the leased 
assets were measured initially at an amount equal to the lower of their fair value and the present 
value of the minimum lease payments. Minimum lease payments were the payments over the lease 
term that the lessee was required to make, excluding any contingent rent. Subsequent to initial 
recognition, the assets were accounted for in accordance with the accounting policy applicable to 
that asset.  

 
Assets held under other leases were classified as operating leases and were not recognized in the 
Company's statement of financial position. Payments made under operating leases were recognized 
in profit or loss on a straight-line basis over the term of the lease. Lease incentives received were 
recognized as an integral part of the total lease expense, over the term of the lease.  
 
ii. As a lessor 
 
When the Company acted as a lessor, it determined at lease inception whether each lease was a 
finance lease or an operating lease. 
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4.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
4.11 Leases (Continued) 
 
ii. As a lessor (Continued) 
 

To classify each lease, the Company made an overall assessment of whether the lease transferred 
substantially all of the risks and rewards incidental to ownership of the underlying asset. If this was 
the case, then the lease was a finance lease; if not, then it was an operating lease. As part of this 
assessment, the Company considered certain indicators such as whether the lease was for the major 
part of the economic life of the asset. 

 
4.12 Events Occurring After the Reporting Date 

 
The materiality of the events occurring after the reporting date has been considered and appropriate 
adjustments and provisions have been made in the financial statements wherever necessary. 

 
4.13 Fair Value Measurement 
 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date in the principal or, in its 
absence, the most advantageous market to which the Company has access at that date. The fair 
value of a liability reflects its non-performance risk.  
 
A number of the Company's accounting policies and disclosures require the measurement of fair 
values, for both financial and non-financial assets and liabilities.  
 
When one is available, the Company measures the fair value of an instrument using the quoted 
price in an active market for that instrument. A market is regarded as 'active' if transactions for the 
asset or liability take place with sufficient frequency and volume to provide pricing information on 
an ongoing basis.  

 
If there is no quoted price in an active market, then the Company uses valuation techniques that 
maximize the use of relevant observable inputs and minimize the use of unobservable inputs. The 
chosen valuation technique incorporates all of the factors that market participants would take into 
account in pricing a transaction. If an asset or a liability measured at fair value has a bid price and 
an ask price, then the Company measures assets and long positions at a bid price and liabilities and 
short positions at an ask price. 

 

The best evidence of the fair value of a financial instrument on initial recognition is normally the 
transaction price - i.e. the fair value of the consideration given or received. 

 
If the Company determines that the fair value on initial recognition differs from the transaction 
price and the fair value is evidenced neither by a quoted price in an active market for an identical 
asset or liability nor based on a valuation technique for which any unobservable inputs are judged 
to be insignificant in relation to the measurement, then the financial instrument is initially measured 
at fair value, adjusted to defer the difference between the fair value on initial recognition and the 
transaction price. Subsequently, that difference is recognized in profit or loss on an appropriate 
basis over the life of the instrument but no later than when the valuation is wholly supported by 
observable market data or the transaction is closed out. 
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4.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
4.15 Defined contribution plan 

 
Employees are eligible for Maldives retirement pension scheme in line with the respective statutes 
and regulations. The company contributes 7% of basic salary of Maldivian employees to Maldives 
Retirement Pension Scheme. 

 
4.16 Other Liabilities and Provision 

 
All known liabilities have been accounted for in preparing the financial statements. The materiality 
of the events after the reporting period have been considered and appropriate adjustments and 
provisions have been made in the financial statement where necessary. 
 
Liabilities classified as current liabilities in the statement of financial position are those, which fall 
due for payment on demand or within one year from the end of the reporting period. Non-current 
liabilities are those balances, which fall due after one year from the end of the reporting period. 
 
Provisions are recognized when the company has a present obligation (legal or Constructive) as a 
result of a past event. It is probable that an outflow 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. When the company expects some or all of a provision to be reimbursed, for example, 
under an insurance contracts, the reimbursement is recognized as a separate asset, but only when 
the reimbursement is virtually certain .The expense relating to any provision is presented in the 
statement of comprehensive income of any reimbursement.  

 
5.  STANDARDS ISSUED BUT NOT YET EFFECTIVE 
 

A number of new standards are effective for annual periods beginning after 1st January 2019 and 
earlier application is permitted; however, the Company has not early adopted the new or amended 
standards in preparing these financial statements.  

 
The following amended standards and interpretations are not expected to have a significant Impact on 
the Company’s financial statements. 
  
-  Amendments to References to Conceptual Framework in IFRS Standards. 
-  Definition of a Business (Amendments to IFRS 3). 
-  Definition of Material (Amendments to IAS 1 and IAS 8). 
-  IFRS 17 Insurance Contracts. 

 



MALDIVES TOURISM DEVELOPMENT CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31ST DECEMBER 2019

6 REVENUE 2019 2018
US$ US$

Interest Income on Net Investment in Sub Lease (Note 15) 3,682,785  -             
Sub Lease Rentals -             4,578,797   

3,682,785  4,578,797   

7 COST OF OPERATIONS 2019 2018
US$ US$

Interest Expense on Lease Liabilities (Note 22) 1,266,772  -             
Head Lease Rentals -             1,902,717   

1,266,772  1,902,717   

8 OTHER  INCOME 2019 2018
US$ US$

Long Outstanding Payables Written Back (Note 8.1) 396,807     -             
Insurance Refund 7,188         -             

403,995     -             

8.1

9 FINANCE INCOME 2019 2018
US$ US$

Interest Income on Fixed Deposit 19,058       -             
19,058       -             

10 PROFIT BEFORE TAX 2019 2018
US$ US$

Personnel Costs (Note 10.1) 259,234     242,047      
Depreciation 6,962         7,903          
Operating Lease Rentals -             1,902,717   
Directors Remuneration and Other Allowances 78,813       81,877        
Professional Fees 29,662       26,619        
Provision for Impairment of Lease Rental Receivables 445,318     -             
Written off of Other Receivable 36,774       -             

10.1 Personnel Costs
Employee Salary and Benefits 256,464     239,277      
Staff Food and Accommodation Expenses 2,770         2,770          

259,234     242,047      

Profit before tax is stated after charging all the expenses
including the following;

The Board of Directors has decided to written back the long outstanding payable balance of
USD 396,807/- during the year ended 31st December 2019 since there is no legal and
contractual obligation to repay these balances.

26
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(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31ST DECEMBER 2019

11 TAX EXPENSE 2019 2018
US$ US$

Current Tax Expense (Note 11.1) 201,883      265,769     
Deferred Tax Charge / (reversal) for the Year  (Note 11.2) 95,563        (178)           

297,446      265,591     

11.1

Accounting Profit Before Tax 1,536,371   1,803,496  
Aggregate Disallowable Expenses 1,858,932   181,752     
Aggregate Allowable Expenses (2,016,992) (181,028)    
Tax-free threshold (32,425)       (32,425)      
Taxable Loss for the Year 1,345,886   1,771,796  
Income Tax @ 15% 201,883      265,769     

11.2 DEFERRED TAX (ASSETS) / LIABILITIES

2019 2018
US$ US$

As at 1st January 1,513          1,691         
Adjustment due to Initial Application of IFRS 16 (Note 3(c)) (2,193,382) -             
Charge/ (reversal) during the year 95,563        (178)           
As at 31st December (2,096,306) 1,513         

Temporary Tax Temporary Tax
Difference Effect Difference Effect

US$ US$ US$ US$

On Property, Plant and Equipment         (11,232) (1,685)                (11,220) (1,683)        
Lease Liability   13,986,605 2,097,991                    -   -             
Voluntary Retirement provision                  -   -                         1,133 170            

  13,975,373    2,096,306        (10,087)         (1,513)

12 BASIC AND DILUTED EARNINGS PER SHARE

2019 2018

Profit for the year - USD 1,238,925   1,537,905  

Weighted Average Number of Ordinary Shares 34,087,354 34,087,354
Basic Earnings Per Share - USD 0.036          0.045         

The calculation of the basic earnings per share is based on the Profit for the year attributable to ordinary
shareholders and weighted average number of shares outstanding during the year and calculated as follows;

The provision for deferred tax is attributable to the following and the Deferred Tax is recognized at the rate of
15% .

2019 2018

Reconciliation Between Accounting Profit and Tax Loss:

In accordance with the provisions of the Business Profit Tax Act No. 5 of 2011, relevant regulations and
subsequent amendments thereto, the Company is liable for income tax on its taxable profits at the rate of 15%.  
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MALDIVES TOURISM DEVELOPMENT CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31ST DECEMBER 2019

13 PROPERTY, PLANT AND EQUIPMENT

Marine Motor Office Other Furniture Computer Communication Machineries Total Total
Vessels Vehicle Equipments Equipments & Fittings Equipment Equipment 2019 2018

US$ US$ US$ US$ US$ US$ US$ US$ US$ US$

Cost
As at 1st January 50,426      10,282     16,616        4,516          31,462      54,709        7,317              14,475          189,803      175,086      
Additions During the Year -            -          4,357          -              -            385             -                  -                4,742          14,717        
Adjustments made during the Year (Note 13.1) -            -          -              -              4,899        9,189          741                 -                14,829        
As at 31st December 50,426      10,282     20,973        4,516          36,361      64,283        8,058              14,475          209,374      189,803      

Accumulated Depreciation
As at 1st January 30,709      10,282     15,203        4,303          30,277      49,332        7,317              781               148,204      140,301      
Charge for the Year -            -          1,121          116             639           3,640          -                  1,446            6,962          7,903          
Adjustments made during the Year (Note 13.1) -            -          -              -              4,899        9,189          741                 -                14,829        
As at 31st December 30,709      10,282     16,324        4,419          35,815      62,161        8,058              2,227            169,995      148,204      

Net Carrying Value

As at 31st December 2019 19,717      -          4,649          97               546           2,122          -                  12,248          39,379        

As at 31st December 2018 19,717      -          1,413          213             1,185        5,377          -                  13,694          41,599        

13.1 The Company has recognized the fully depreciated assets which was not previously included under the property plant and equipment

14 INVESTMENT PROPERTY 2019 2018
US$ US$

Lease Hold Improvements on Hdh. Naagoashi Island 20,000,000 20,000,000 
20,000,000 20,000,000 

Hdh. Naagoashi Island head lease right which was previously classified as a non-current asset held for sale ceased from its classification to investment property since the occurrence of agreed sale
transaction is unlikely. Accordingly lease right recognition as held for sale no longer exists. Investment property is recognized in the books at carrying value of held for sale assets which is the lower
of carrying value or its recoverable value.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31ST DECEMBER 2019

15 NET INVESTMENT IN SUB LEASE 31/12/2019 31/12/2018
US$ US$

As at 1st January -                -           

Adjustment due to Initial Application of IFRS 16 (Note 3(c)) 44,913,009   -           
Interest Income for the Year 3,682,785     -           
Receipt during the Year (4,807,497)    -           

43,788,297   -           
Provision for Impairment of Lease Rental Receivables (Note 15.1) (445,318)       -           
As at 31st December 43,342,979   -           

15.1 Provision for impairment of lease rental receivables

As at 1st January -                -           
Provision made during the Year 445,318        -           
As at 31st December 445,318        -           

15.2 Maturity Analysis of Net investment in sub lease

Non - Current Asset 41,634,172   -           
Current Asset 1,708,807     -           

43,342,979   -           

15.3 Reconcilaition between undiscounted lease rentals and net invesement in sub lease

Undiscounted Lease Rentals (Note 15.4) 68,217,640   -           
Unearned Interest Income (24,874,661)  -           

43,342,979   -           

15.4 Maturity Analysis of undiscounted lease rentals receipts are as follows;

Less than one Year 5,252,816     -           
Between one and two Years 5,252,816     -           
Between two and three Years 5,386,316     -           
Between three and four Years 5,786,816     -           
Between four and five Years 5,786,816     -           
More than five Years 40,752,060   -           

68,217,640   -           

The Company has recognised the net investment in sub lease in relation to head lease right of
Maghuduwa and Khihavah Huruvalhi.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31ST DECEMBER 2019

16 LEASE RENT EQUALISATION - SUB LEASE 31/12/2019 31/12/2018
US$ US$

As at 1st January   24,472,078     24,073,265 
Change During the Year                  -            398,813 
Adjustment Due to Initial Application of IFRS 16 (Note 3(c))  (24,472,078)                    -   
As at 31st December                  -       24,472,078 

17 OTHER RECEIVABLES 31/12/2019 31/12/2018
US$ US$

Deposits and prepayments -               26,398          
Receivables for share capital 5,445           5,445            
Other receivables 616              10,992          

6,061           42,835          

18 INVESTMENT IN FIXED DEPOSITS 31/12/2019 31/12/2018
US$ US$

As at 1st January -              -                

Investment made during the Year 4,000,000    -                

Accrued Interest for the Year 19,058         -                

As at 31st December 4,019,058    -                

18.1

19 TAX RECEIVABLES / (PAYABLE) 31/12/2019 31/12/2018
US$ US$

At the Beginning of the Year 139,838       164,996        
Income Tax Charge for the Year (201,883)     (265,769)       
Payments made during the Year -               240,611        
At the End of the Year (62,045)       139,838        

20 CASH AND CASH EQUIVALENTS 31/12/2019 31/12/2018
US$ US$

Cash in Hand 195              194               
Balances with Banks 370,266       2,357,467     

370,461       2,357,661     

21 SHARE CAPITAL

Authorized Share Capital
The authorized share capital comprises 34,087,354 Ordinary shares of MVR 10 each.

31/12/2019 31/12/2018
US$ US$

Issued and Fully Paid 26,183,719  26,183,719   
Share Premium 607,415       607,415        

26,791,134  26,791,134   

The Company has invested USD 4,000,000 in fixed deposit in Habib Bank Limited during the year at the
rate of 4.7% per annum and which will be matured on 19th november 2020.
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21 SHARE CAPITAL (CONTINUED)

22 LEASE LIABILITY 31/12/2019 31/12/2018
US$ US$

As at 1st January                  -                 -   
Adjustment due to Initial Application of IFRS 16 (Note 3(c))   15,059,899               -   
Interest Expense for the Year     1,266,772               -   
Repayment During the Year   (1,977,360)               -   
As at 31st December   14,349,311               -   

22.1 Maturity Analysis 2019 2018
US$ US$

Non - Current Liabilities   13,575,913               -   
Current Liabilities        773,398               -   

  14,349,311               -   

22.2 Maturity analysis of undiscounted future lease payments are as follows;

Less than one Year     1,977,360               -   
Between one and five Years     9,886,800               -   
More than five Years   11,293,768               -   

23,157,928 -            

23 LEASE RENT EQUALISATION - HEAD LEASE 31/12/2019 31/12/2018
US$ US$

As at 1st January     1,151,766   1,226,409 
Change During the Year                  -        (74,643)
Adjustment due to Initial Application of IFRS 16 (Note 3(c))   (1,151,766)               -   
As at 31st December                  -     1,151,766 

The total authorised number of ordinary shares is 100,000,000 with a par value of MVR. 10
per share. The issued share capital comprises USD 34,087,354/- (31,439,710 ordinary shares
and 2,647,644 ordinary shares of MVR 10 each translated to US Dollars at MVR 12.85 and
15.42 each respectively).

The lease liability is recognised on Kihavah and Magudhuwa island which has an unexpired
lease period of 13 years as at 1stJanuary 2019. Previously, this lease was classifid as operating
lease under IAS 17 and lease expense (rentals) amounted to US$ 1,977,360/- recognised in
the profit or loss for the year ended 31st December 2018.

31



MALDIVES TOURISM DEVELOPMENT CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

24 SUB LEASE ADVANCES 31/12/2019 31/12/2018
US$ US$

As at 1st January 10,311,565    11,185,980   
Change During the Year -                 (874,415)      
Adjustment due to Initial Application of IFRS 16 (Note 3(c)) (10,311,565)  -                
As at 31st December                    -      10,311,565 

25 PAYABLES TO GOVERNMENT OF MALDIVES 31/12/2019 31/12/2018
US$ US$

Payables to Government of Maldives 13,205,605    11,395,598   
    13,205,605    11,395,598 

26 TRADE AND OTHER PAYABLES 31/12/2019 31/12/2018
US$ US$

Other Trade Payables 27,193           95,905          
Sublease Advance -                 297,702        
Dividend Payable 1,891,107      1,918,630     
Other Payables 17,151           26,163          

1,935,451      2,338,400     

27 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Financial Risk Management

(i) Overview
The Company has exposure to the following risks from its use of financial instruments:

▪  Credit risk
▪  Liquidity risk
▪  Market risk

(ii) Risk Management Framework

This note presents information about the Company’s exposure to each of the above risks, the Company’s
objectives, policies and processes for measuring and managing risk, and the Company’s management of
capital.

The Company's audit committee oversees how management monitors compliance with the company's risk
management policies and procedures and reviews the adequecy of the risk mangement frameworks in relation
to the risks faced by the company.The company auditt committee is assisted in its oversight role in internal
audit. internal Audit undertaken both regular and ad hoc reviews of risk management controls and procedures
, the results of which are reported to the audit committee.

The Board of Directors has overall responsibility for the establishment and oversight of the Company’s risk
management framework.The Board has established the risk management committee, which is responsible for
developing and monitoring the company's risk management policies.The Committe reports regularly to the
Board of Directors on its activities.

As per the settlement agreement signed with the Government of the Maldives, the Company is liable to pay
USD 2,335,709/- in connection with "Uligamu Lease agreement" and USD 10,869,896/- in connection with
"Ekulhivaru Lease agreement". Further, based on the discussion and communication had with the
Government of Maldives, this amount is not payable within one year. Accordingly the liability has been
classified as non current liability as at 31st December 2019.
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27 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)

Financial Risk Management (Continued)

(iii) Credit risk

31/12/2019 31/12/2018
US$ US$

Net investment in sub lease (gross) 43,788,297 -              
Other Receivables 6,061          42,835        
Investment in Fixed Deposit 4,019,058   -              
Balances with Banks 370,266      2,357,467   

48,183,682 2,400,302   

Cash & Cash Equivalents 

(iv) Liquidity Risk 

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure
to credit risk at the reporting date was:

Gross
Carrying Amount

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instruments fails to meet its contractual obligations, and arises principally from the Company's receivables
from customers, investment in debt securities and deposits with banks.

The following are the contractual maturities of financial liabilities, including estimated interest payments
and excluding the impact of netting agreements.

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each
customer. There is no concentration of credit risk geographically.

The Company believes that the unimpaired amounts are still collectible, based on historic payment
behavior. Based on historic default rates, the Company believes that, apart from the above, no
provision for impairment  is  necessary  in  respect  of  trade and other receivables.

The Company held cash and cash equivalents of USD 370,461/- as at 31st December 2019 (as at 31st 

December 2018 : USD 2,357,661/-). The Company limits its exposure to credit risk by maintaining its
cash balances in selected banks.

The Company has not recognised any allowance for impairment for the bank balance based on the
materiality ground.

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated
with its financial liabilities that are settled by delivering cash or another financial asset. The Company’s
approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity
to meet its liabilities when due, without incurring unacceptable losses or risking damage to the Company’s
reputation.
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27 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)

Financial Risk Management (Continued)

(iv) Liquidity Risk (Continued)

Carrying Contractual Within 1 0-5 After
Amount Cash flow Year Years 5 Year

US$ US$ US$ US$ US$
31st December  2019

Lease Liability 14,349,311 23,157,928 1,977,360   9,886,800  11,293,768 
Payables to Government of Maldives 13,205,605 13,205,605 13,205,605 -             -              
Trade and Other Payables 1,935,451   1,935,451   1,935,451   -             -              

29,490,367 38,298,984 17,118,416 -             -              

Carrying Contractual Within 1 0-5 After
Amount cash flow Year Years 5 Year

US$ US$ US$ US$ US$
31st December  2018

Payables to Government of Maldives 11,395,598 11,395,598 11,395,598 -             -              

Trade and Other Payables 2,338,400   2,338,400   2,338,400   -             -              
13,733,998 13,733,998 13,733,998 -             -              

(v) Market risk

(a) Interest Rate Risk

Profile

(b) Currency Risk

Exposure to currency risk
The Company’s exposure to foreign currency risk was as follows based on notional amounts:

31/12/2019 31/12/2018
MVR MVR

Cash and Cash Equivalents 2,418,026  1,771,002   
Net Statement of financial position exposure 2,418,026  1,771,002   

Financial Liabilities (Non- 
Derivative)

It is not expected that the cash flows included in the maturity analysis could occur significantly earlier, or at
significantly different amounts.

It is not expected that the cash flows included in the maturity analysis could occur significantly earlier, or at
significantly different amounts.

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates will affect
the Company’s income or the value of its holdings of financial instruments. The objective of market risk
management is to manage and control market risk exposures within acceptable parameters, while optimising the
return.

The Company was not exposed to interest rate risk since the Company did not possess any liabilities or assets
negotiated at variable interest rates.

Financial Liabilities (Non- 
Derivative)
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27 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)

(v) Market risk (Continued)

(b) Currency Risk (Continued)
The following significant exchange rates applied during the year:

2019 2018 31/12/2019 31/12/2018
US$ US$

Maldivian Rufiyaa (MVR) 15.42 15.42 15.42 15.42

28 FAIR VALUE MEASUREMENT
Accounting Classifications and Fair Values

31st December 2019
Financial
Assets at

Amortized Cost

US$ US$ US$ US$ US$

Net Investment in Sublease 43,342,979        -        -        43,342,979 43,342,979  
Investment in Fixed Deposit 4,019,058          -        -        -             -               
Cash and Cash Equivalents 370,461             -        -        -             -               
Other Receivables 6,061                 -        -        -             -               

47,738,559        -        -        43,342,979 43,342,979  

Other Financial

Liabilities Level 1 Level 2 Level 3 Total
US$ US$ US$ US$ US$

Lease Liability 14,349,311        -        -        14,349,311 14,349,311  
Payables to Government of Maldives 13,205,605        -        -        -             -               
Trade and Other Payables 1,935,451          -        -        -             -               

29,490,367        -        -        14,349,311 14,349,311  

31st December 2018
Loans and 

Receivables Level 1 Level 2 Level 3 Total
US$ US$ US$ US$ US$

Cash and Cash Equivalents 2,357,661          -        -        -             -               
Other Receivables 42,835               -        -        -             -               

2,400,496          -        -        -             -               

Other Financial

Liabilities Level 1 Level 2 Level 3 Total
US$ US$ US$ US$ US$

Payables to Government of Maldives 11,395,598        -        -        -             -               
Trade and Other Payables 2,338,400          -        -        -             -               

13,733,998        -        -        -             -               

Financial liabilities not measured at 
fair value

Fair Value

Financial assets not measured at fair 
value 

Fair Value

Financial liabilities not measured at 
fair value

Fair Value

Average Rate Reporting Date Spot Rate

In respect of the monetary assets and liabilities denominated in US$, the Company has a limited currency risk
exposure on such balances since the Maldivian Rufiyaa is pegged to the US Dollar within a band to fluctuate
within ± 20% of the mid-point of exchange rate.

Financial assets not measured at fair 
value 

Fair Value

Level 1 Level 2 Level 3 Total
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29 RELATED PARTY TRANSACTIONS

31/12/2019 31/12/2018
US$ US$

Transactions with the Government of the Maldives :

Lease rentals paid 1,977,360   1,977,360      
1,977,360   1,977,360      

Receivables from related parties

Receivables for share capital 5,445          5,445             
5,445          5,445             

Payables to related parties

Payables relating to disposed lease properties (Note 25) 13,205,605 11,395,598    
13,205,605 11,395,598    

30 COMMITMENTS AND CONTINGENT LIABILITIES

30.1 Capital Commitments

There were no material capital commitments approved or contracted as at the reporting date.

30.2 Contingent Liabilities

(I) Dues to  MIRA, in relation to the land rent 

Rent Fines Total 
USD USD USD

Gdh. Magudhuva -              1,973,978   1,973,978      
B. Kihavah Huravalhi -              1,195,819   1,195,819      
K. Farukolhufushi (91,320)       461,016      369,696         
Hdh. Naagoashi 1,438,356    1,096,027   2,534,383      

1,347,036    4,726,840   6,073,876      

The Government of Maldives is the shareholder for 48% of the issued shares of the Company as at
the end of the reporting period. The transactions with the Government of the Maldives included
lease rentals paid for the islands obtained on lease term by the Company. The transactions with the
Government of Maldives during the year and outstanding balances as at the end of the reporting
period are as follows:

Following Rent, Fines and Interest are due to MIRA as at 31st December 2019 based on MIRA
confirmation. The Board of Directors of the Company is of the view that no liability would arise
on the above mentioned tax matters.
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30 COMMITMENTS AND CONTINGENT LIABILITIES (CONTINUED)

30.2 Contingent Liabilities (Continued)

(II) Legal cases

31 CAPITAL MANAGEMENT

The Company’s debt to adjusted equity ratio was as follows.

31/12/2019 31/12/2018
US$ US$

Total Liabilities 29,552,412 25,198,842   
Less: Cash and Cash Equivalents (370,461)    (2,357,661)    
Net Debt 29,181,951 22,841,181   

Total Equity 40,321,832 21,855,169   

Net debt to equity ratio 0.72            1.05              

32 EVENTS SUBSEQUENT TO THE REPORTING DATE

Mincon Maldives Pvt Ltd has filed a case at the Civil Court against the Company claiming
MVR 21,069,719/- (USD 1,366,389/-) for the liquidated damages that they incurred due to the delay in the
invoice repayment by the Company. There are no ongoing legal proceedings against the Company and the
likelihood of an unfavourable outcome for the Company is very unlikely.

There are no ongoing legal proceedings against the Company as at 31st December 2019, other than the
matter stated above, which require adjustments to or disclosure in the financial statements.

On 11th March 2020, The World Health Organization declared that the COVID-19 outbreak as a pandemic.
The Government of Maldives has taken some actions such as travel restrictions and quarantine measures
which have direct impact on the tourism industry. As a result the sublessees have temporarily suspended their
operations with effect from 1st April 2020 which could have an impact on the Company’s operating results
subsequent to the financial year end. 

As the outbreak is ongoing, the potential impact of Covid 19 is subject to significant levels of uncertainties
which are often outside of the Company’s control with the full range of possible effects are unknown

No circumstances have arisen since reporting date which require adjustments to / or disclosure in the
financial statements other than disclosed above.

The Company's objectives when managing capital are to safeguard the company's ability to continue as a
going concern in order to provide return for shareholders and benefits for other stakeholders and to maintain
an optimal capital structure to reduce the cost of capital.

Following the adoption of IFRS 16 "Leases" net debt to equity ratio has decreased from 1.05 to 0.76. This is
due to the recognition of transition impact of USD 17,227,738/- under the retained earnings as at 1st January
2019. The comparative information has not been restated.
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33 DIRECTORS' RESPONSIBILITY

34 Transactions with the Key Management Personnel

The Board of Directors of the Company are the members of the key management personnel. The
Company has made USD 78,813/- payments to the key management personnel during the year
ended 31st December 2019 (2018 : USD 81,877/-).

The Board of Directors of the Company is responsible for the preparation and presentation of
these financial statements.
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