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Ernst & Young Tel: +960 332 0742 Reg. No: C-192/95
Chartered Accountants Fax: +960 332 0748

G. Shafag, 2nd Floor eymv@lk.ey.com
Building a better s‘zr;gheba' Magu ey.com

working world Republic of Maldives

AHF/DP

Independent Auditor’'s Report
To the shareholders of Maldives Tourism Development Corporation PLC
Report on the audit of the financial statements

Opinion

We have audited the financial statements of Maldives Tourism Development Corporation PLC (“the
Company"), which comprise the statement of financial position as at 31 December 2018, and the statement
of comprehensive income, statement of changes in equity and statement of cash flows for the year then
ended, and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the
Company as at 31 December 2018 and its financial performance and its cash flows for the year then ended
in accordance with International Financial Reporting Standards (IFRSs).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor's responsibilities for the audit of the 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 (IESBA Code), and we
have fulfilled our other ethical responsibilities in the IESBA Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of matter
We draw attention to note 19.2 to the financial statement which describe the possible effect of Government
fines on some head leases. Our opinion is not modified in respect to 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 financial statements of the current period. We have determined that there are no key audit matters to
communicate in our report.

Other information included in the Company’'s 2018 Annual Report
Other information consists of the information included in the Annual Report, other than the financial
statements and our auditor’s report thereon. Management is responsible for the other information.

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
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. If, based
on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

(Continued)
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Responsibilities of management and those charged with governance for the financial
B statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRSs, and for such internal control as management determines is necessary to enable the
|
\
|
|
|
|

"

preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management 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 management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company's financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the 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.

s 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 the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal

control.

‘ « Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

* Conclude on the appropriateness of management’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.

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

We communicate with Board of Directors regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

/ Ernst & Young
E‘Y Chartered Accoun(glpntin ed)

Malé , Maldives
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Auditor’s responsibilities for the audit of the financial statements (Continued)

We also provide those charged with governance 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 those charged with governance, 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 partner in charge of the audit resulting in this independent auditor’s report is Hisham Fawzy.

S F o

27 April 2019
Male'

/ Ernst & Young
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Maldives Tourism Development Corporation PLC

Statement of comprehensive income
Year ended 31 December 2018

Sub lease income

Cost of operations

Gross profit

Other operating income
Administrative expenses
Profit from operations
Business profit tax expense
Profit/(loss) for the year
Other comprehensive income

Total comprehensive (expense)/ income

Earnings/(loss) per share

Year ended Year ended
31.12.2018 31.12.2017
Note uUsD usD
4 4,578,797 4,436,039
(1,902,717) (1,902,717)
2,676,080 2,533,322
5 = 364,750
(872,584) (2,832,306)
6 1,803,496 65,766
7 (265,591) (106,707)
1,537,905 (40,941)
1,537,905 (40,941)
8 0.0451 (0.0012)

The accounting policies and notes on pages 8 to 30 form an integral part of the financial statements.

EY

~_as# Emst & Young

Chartered Accountants
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Maldives Tourism Development Corporation PLC
Statement of financial position
As at 31 December 2018

\
|
| As at As at
31.12.2018 31.12.2017
Assets Note UsD uUsD
Non-current assets
Property, plant and equipment 9 41,599 34,785
Investment property 10 20,000,000 20,000,000
Lease rent equalisation - sublease 11 24,472,078 24,073,265
44,513,677 44,108,050
Current assets
Trade and other receivables and prepayments 11 42,835 42,835
’ Business profit tax refund 7.3 139,838 164,996
Cash and short-term deposits 12 2,357,661 2,162,189
2,540,334 2,370,020
Total assets 47,054,011 46,478,070
Equity
Share capital 13 26,183,719 26,183,719
Share premium 13 607,415 607,415
Accumulated loss (4,935,965) (6,473,870)
Total equity 21,855,169 20,317,264
- Liabilities
. Non-current liabilities
Lease rent equalisation - head lease 14 1,151,766 1,226,409
X Sub lease advances 14 10,311,565 11,185,980
- Deferred tax liability 7.2 1,513 1,691
11,464,844 12,414,080
Current liabilities
Trade and other payables 14 13,733,998 13,746,726
i 13,733,998 13,746,726
‘ . Total liabilities 25,198,842 26,160,806
Total equity and liabilities 47,054,011 46,478,070

| certify that these financial statements are in compliance with the requirements of the Companies Act No:
19/96.

],
[}
Ibrahim Datheef
(Chief Financial Officer)

The Directors are responsible fc;r{ke/m‘eparation and presentation of these financial statements. Signed
tors.

for on behalf of the Board of Dir
/(0
..
Thazmeel At?fl Samad
(Managing/irector)

counting policies and notes on paggs 8 to 30 form an integral part of the financial statements.

Abdulla Faiz

27 April 2019
¢ Malé

g Ernst & Young
A Chartered Accountants
e 8 Malé , Maldives

Reg No: 182/95 A




Maldives Tourism Development Corporation PLC
Statement of changes in equity

¢ Year ended 31 December 2018
Share Share Accumulated
| capital premium losses Total equity
usD USD usD usD
Balance at 01 January 2017 26,183,719 607,415 (6,432,929) 20,358,205
| Total comprehensive expense 8 s (40,941) (40,941)
| . Balance at 31 December 2017 26,183,719 607,415 (6,473,870) 20,317,264
‘ Total comprehensive expense - = 1,537,905 1,537,905
Balance at 31 December 2018 26,183,719 607,415 (4,935,965) 21,855,169

The accounting policies and notes on pages 8 to 30 form an integral part of the financial statements.

» //_\\
‘ Ernst & Youn
/“‘ ¢

A Chartered Accountants
= Malé , Maldives

Reg. No.: 192/85

-

—~ -




Maldives Tourism Development Corporation PLC
Statement of cash flows
= Year ended 31 December 2018

| Operating activities
Profit before tax

Depreciation
. Payables written back
Building written off
Cash flows generated/(used in) from operations
before working capital adjustments

Adjustments for non-cash items
|
\

Working capital adjustments
Movement in investment property
Increase in trade and other receivables and prepayments
Decrease in trade and other payables
Cash flows generated from operations
s Tax paid
Net cash generated/(used in) FROM operating activities

< Investing activities
Purchases of property and equipment
Net cash used in investing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents as at 1 January

Year ended Year ended
31.12.2018 31.12.2017
Note UsD USD
1,803,496 65,766
7,903 14,592
- (229,028)
. 74,201
1,811,399 (74,469)
- 1,657,500
(398,813) 2,288,947
(961,786) (3,533,368)
450,800 338,610
(240,611) (721,832)
210,189 (383,222)
(14,717) (6,257)
(14,717) (6,257)
195,472 (389,479)
2,162,189 2,551,668
2,357,661 2,162,189

Cash and cash equivalents as at 31 December 12

The accounting policies and notes on pages 8 to 30 form an integral part of the financial statements

/ Ernst & Young

Chartered Accountants

EY

Malé , Maidives

Reg. No.: 192/95



Maldives Tourism Development Corporation PLC
Accounting policies and explanatory notes to the financial statement
Year ended 31 December 2018

1 Reporting entity and statutory base

Maldives Tourism Development Corporation PLC (“the Company") is a public limited Company,
incorporated in the Republic of Maldives and listed on the stock exchange of Maldives. The registered
office of the Company is located at 15! floor, G. Fathuruvehi, Buruzu Magu, Male', Republic of Maldives.

Principal activities and nature of operations
The principal activity of the Company during the year is to sublease 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 11.

Authorisation for issue
The financial statements of the Company for the year ended 31 December 2018 were authorised for issue
on 27 April 2019.

2 Basis of preparation and other significant accounting policies

2.1 Basis of preparation

The financial statements of the Company as at 31 December 2018 and for the year then ended are
prepared in accordance with the International Financial Reporting Standards. The financial statements are
prepared on the historical cost basis, unless and otherwise identified in a specific accounting policy.

2.2 Changes in accounting policies and disclosures

The accounting policies adopted in the preparation of these financial statements are consistent with those
followed in the preparation of the Company's annual financial statements for the year ended 31 December
2017, except for the adoption of new standards effective as of 1 January 2018.

2.3 New and amended standards and interpretations

In these financial statements, the Company has applied IFRS 15 Revenue from Contracts with Customers,
IFRS 9 Financial instruments and IFRS 7R, effective for annual periods beginning on or after 1 January
2018, for the first time which require restatement of previous financial statements.

IFRS 9 and IFRS 7R

IFRS 15, IFRS 9 and IFRS 7R together with several other amendments and interpretations apply for the
first time in 2018, but do not have an impact on the financial statements of the Company and no
requirement of previous financial statement restatement.

IFRS 15

The Company has adopted IFRS 15 Revenue from contract with customers for the first time in 2018. The
standard introduces a new five-step approach to measuring and recognizing revenue from contracts with
customers. Under IFRS 15, revenue is recognised at an amount that reflects the consideration to which
an entity expects to be entitled in exchange for transferring goods or services to a customer.

The Company has elected to apply the full retrospective method in adopting IFRS 15. The adoption of new
revenue standard has no material changes to the financial statement of the Company. Hens no
requirement of previous finance statement restatement.

2.4 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.

2.5 Functional & Presentation currency
All balances presented in the Financial Statements are in US Dollars (USD) unless otherwise indicated. The
Company uses US Dollars as the functional and reporting currency instead of MVR, the currency of the

country in which the Company is domiciled. The primary source of inconyn_d_expeu@(r; of the
Company are in US Dollars and hence the decision to determine US Dollars-a$ the appropri@te tional
currency. /“ Ernst & Young

Chartered Accountants
§.; ~V Malé , Maldives

Reg No. 192/95 P
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Maldives Tourism Development Corporation PLC
Accounting policies and explanatory notes to the financial statement
Year ended 31 December 2018

2 Basis of preparation and other significant accounting policies (Continued)

2.6 Summary of significant accounting policies
The accounting policies set out below have been applied consistently, to all periods presented in these
financial statements, by the Company.

a. Conversion of foreign currencies
The Company's financial statements are presented in USD which is the Company's functional and
presentation currency.

Transactions in foreign currencies are initially recorded by the Company at their respective functional
currency rates prevailing at the date of the transaction. Monetary assets and liabilities denominated in
foreign currencies are retranslated at the functional currency spot rate of exchange ruling at the end of
the reporting period. All differences are taken to the profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rates as at the dates of the initial transactions. Non-monetary items measured at fair
value in a foreign currency are translated using the exchange rates at the date when the fair value is
determined.

b. Materiality and aggregation

In compliance with IAS 1 Presentation of Financial Statements, each material class of similar items is
presented separately in the financial statements. Items of dissimilar nature or functions are presented
separately, unless they are immaterial.

Financial assets and financial liabilities are offset and the net amount reported in the statement of
financial position only when there is a legally enforceable right to offset the recognised amounts and there
is an intention to settle on a net basis, or to realise the assets and settle the liability simultaneously.

Income and expenses are not offset in the profit or loss unless required or permitted by any accounting
standard or interpretation, and as specifically disclosed in the accounting policies of the Company.

b. Current versus non-current classification

The Company presents assets and liabilities in statement of financial position based on current/non-

current classification. An asset as current when it is:

& Expected to be realised or intended to sell or consumed in normal operating cycle

» Held primarily for the purpose of trading

i Expected to be realised within twelve months after the reporting period, or
Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least
twelve months after the reporting period

All other assets are classified as non-current. A liability is current when:

= Itis expected to be settled in normal operating cycle

» It is held primarily for the purpose of trading

» |tis due to be settled within twelve months after the reporting period, or

 There is no unconditional right to defer the settlement of the liability for at least twelve months after
the reporting period.

The Company classifies all other liabilities as non-current.
Deferred tax assets and liabilities are classified as non-current assets and liabilities.

c. Leases
Company as lessor

Leases in which the Company does not transfer substantially all the risks and rewards of ownership of an
asset are classified as operating leases. Initial direct costs incurred in negotiating and arranging an operating

lease are added the carrying amount of the leased asset and recognised over the Iea.e..bo&m-on.th\e same
basis as rental income. Contingent rents are recognised as revenue in the perig@aif which they are ear

/‘ Ernst & Young |
EY Chartered Accountants
Malé , Maldives

Reg. No.: 192/95
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Maldives Tourism Development Corporation PLC
Accounting policies and explanatory notes to the financial statement
i Year ended 31 December 2018

e 2.6 Summary of significant accounting policies (Continue)
c. Leases (Continue)

Company as lessee
A lease is classified at the inception date as finance lease or operating lease. A lease that transfers
substantially all the risks and rewards incidental to ownership to the Company is classified as a finance lease.

Operating lease payments are recognised as an operating expense in the statement of comprehensive
income on a straight-line basis over the lease term.

. d. Revenue from contracts with customers

The Company is in a business of leased out island's head lease right for resort operation purposes to
sublease holders. Revenue from contracts with customers is recognised when control of the services is
transferred to the customer at an amount that reflects the consideration to which the Company expects
to be entitled in exchange for those services. The Company has generally concluded that it is the principal
in its revenue arrangements.

Sublease rentals

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease
unless another systematic basis is more representative of the time pattern in which use benefit derived from
the leased asset is diminished. Initial direct costs incurred in negotiating and arranging an operating lease
are added to the carrying amount of the leased asset and recognised as an expense over the lease term on
the same basis as the lease income.

e. Expenditure recognition

Expenses are recognised in the statements of comprehensive Income on the basis of a direct association
between the cost incurred and the earning of specific items of income. All expenditure 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 a permanent nature by
means of which to carry on the business or for the purpose of increasing the earning capacity of the business
has been treated as capital expenditure.

f. Taxes

Current business profit tax

Current business profit tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to
compute the amount are those that are enacted or substantively enacted, at the end of the reporting
period.

Current business profit tax relating to items recognised directly in equity is recognised in equity and not
in the income statement. Management periodically evaluates positions taken in the tax returns with
respect to situations in which applicable tax regulations are subject to interpretation and establishes
provisions where appropriate.

- //—_\“
/,,.mml Ernst & Yoy

~
- Chartered Accountants
2 Malé , Maldives
Reg. No.: 192/95

-10-



Maldives Tourism Development Corporation PLC
Accounting policies and explanatory notes to the financial statement
Year ended 31 December 2018

2.6 Summary of significant accounting policies (Continue)
f. Taxes (Continue)

Deferred tax

Deferred tax is provided using the liability method on temporary differences between the tax bases of
assets and liabilities and their carrying amounts for financial reporting purposes at the end of the
reporting period.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

When the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in
a transaction that is not a business combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss.

In respect of taxable temporary differences associated with investments in subsidiaries, associates
and interests in joint ventures, when the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will not reverse in the foreseeable future

Deferred tax assets are recognised for all deductible temporary differences, the carry forward of unused
tax credits and any unused tax losses. Deferred tax assets are recognised to the extent that it is probable
that taxable profit will be available against which the deductible temporary differences, and the carry
forward of unused tax credits and unused tax losses can be utilised, except:

When the deferred tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time
of the transaction, affects neither the accounting profit nor taxable profit or (loss)

In respect of deductible temporary differences associated with investments in subsidiaries, associates
and interests in joint ventures, deferred tax assets are recognised only to the extent that it is probable
that the temporary differences will reverse in the foreseeable future and taxable profit will be available
against which the temporary differences can be utilised

The carrying amount of deferred tax assets is reviewed at end of each reporting period and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of
the deferred tax asset to be utilised. Unrecognised deferred tax assets are reassessed at end of each
reporting period and are recognised to the extent that it has become probable that future taxable profits
will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year
when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the end of the reporting period.

Deferred tax relating to items recognised outside profit or loss is recognised outside profit or loss.
Deferred tax items are recognised in correlation to the underlying transaction either in other
comprehensive income or directly in equity.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off
current tax assets against current income tax liabilities and the deferred taxes relate to the same taxable
entity and the same taxation authority.

Tax benefits acquired as part of a business combination, but not satisfying the criteria for separate
recognition at that date, would be recognised subsequently if new information about facts and
circumstances changed. The adjustment would either be treated as a reduction to goodwill (as long as it
does not exceed goodwill) if it was incurred during the measurement period or in profit or loss.

/‘ Ernst & Youn\g\
EY

Chartered Accountants
Malé , Maldives

Reg. No.: 192/95
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Maldives Tourism Development Corporation PLC
Accounting policies and explanatory notes to the financial statement
Year ended 31 December 2018

2.6 Summary of significant accounting policies (Continue)

Sales tax

Revenue, expenses assets are recognised net of the amount of sales tax. Receivable and payables that
are stated with the amount of sales tax included. The net amount of sales tax recoverable from, or payable
to the taxation authority is included as part of receivables of payables in the statement of financial
position.

g. Property, plant and equipment

Property plant and equipment are stated at cost, excluding the costs of day-to-day servicing, less
accumulated depreciation and accumulated impairment in value. Such cost includes the cost of replacing
part of such plant and equipment when that cost is incurred if the recognition criteria are met.

The cost of the self-constructed assets includes the cost of materials, direct labour cost and appropriate
proportion of production overheads. The cost of property, plant and equipment acquired by the company
includes cost of acquisition together with any incidental expenses incurred in bringing the assets to its
working condition for the intended use.

When a major inspection of plant and machinery is performed, its cost is recognised in the carrying amount
of the plant and equipment as a replacement if the recognition criteria are met. Depreciation on property,
plant and equipment of the Company is charged on a straight-line basis to write off the cost over the
estimated useful life of the assets as follows:

Plant and machinery 10 years
Marine vessels 10 years
Motor vehicles 10 years
Office equipment 5 years
Other equipment 5 years
Furniture, fittings and equipment 5 years
Computer equipment 3 years
Communication equipment 5 years
Machineries 10 years

Depreciation is charged from the date asset put into use for operational activities. An item of property,
plant and equipment is derecognised upon disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss arising on de-recognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying amount of the asset) is included in the
profit or loss in the year the asset is derecognised.

If there is any indication that previously recognised impairment losses may no longer exist or may have
decreased, the recoverable amount is estimated. A previously recognised impairment loss is reversed only
if there has been a change in the estimates used to determine the assets recoverable amount since the
last impairment loss was recognised. If that is the case the carrying amount of the asset is increased to
its recoverable amount. The increased amount cannot exceed the carrying amount that would have been
determined, net of depreciation, had no impairment loss been recognised for the assets in prior years.

h. Non-current assets held for sale

Non-current assets, or disposal group’s comprising assets and liabilities, that are expected to be recovered
primarily through sale rather than through continuing use, are classified as held for sale. Immediately
before classification as held for sale, the assets, or components of a disposal group, are remeasured in
accordance with the Company's accounting policies. Thereafter generally the assets, or disposal group,
are measured at the lower of their carrying amount and fair value less cost to sell. Any impairment loss
on a disposal group first is allocated to goodwill, and then to remaining assets and liabilities on pro rata
basis, except that no loss is allocated to inventories, financial assets, defe
benefit assets, investment property and biological assets, which continue ﬁasg%{m&mﬂgn
with the Companies’ accounting policies. Impairment losses on initial cfass# ion as held for sale and
subsequent gains or losses on remeasurement are recognised in profit(or | ains dietretrerdgised
in excess of any cumulative impairment loss. LR N
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Maldives Tourism Development Corporation PLC
Accounting policies and explanatory notes to the financial statement
Year ended 31 December 2018

2.6 Summary of significant accounting policies (Continue)

v i. Investment properties
Investment properties are measured at cost, including transaction costs. The carrying amount includes
the cost of replacing part of an existing investment property at the time that cost is incurred if the
recognition criteria are met; and excludes the costs of day to day servicing of an investment property.
Cost of the investments property is amortised over the useful life of the property.

Investment properties are derecognised when either they have been disposed of or when the investment
property is permanently withdrawn from use and no future economic benefit is expected from its disposal.
The difference between the net disposal proceeds and the carrying amount of the asset is recognised in
the income statement in the period of de-recognition.

0 Transfers are made to or from investment property only when there is a change in use. For a transfer
from investment property to owner occupied property, the deemed cost for subsequent accounting is the
fair value at the date of change in use. If owner occupied property becomes an investment property, the
Company accounts for such property in accordance with the policy stated under property, plant and
equipment up to the date of changes in use.

\
|
|
\
:
|
|
j. Impairment of non-financial assets
The carrying amounts of the Company's assets are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount of an asset may not be recoverable. Whenever the
carrying amount of an asset exceeds its recoverable amount, an impairment loss is recognised in the profit
or loss.
|
|
|
|
|
\
|

An asset's recoverable amount is the higher of an asset’s or cash-generating unit’s fair value less costs to
sell and its value in use and is determined for an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other assets or group of assets.

In assessing value in use, the estimated future cash flows are discounted to their present value using
discount rates that reflects current market assessments of the time value of money and the risks specific
to the assets.

' k. Financial instruments - initial recognition and subsequent measurement
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability
or equity instrument of another entity.

a) Financial assets

l. Initial recognition and measurement
Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair
value through other comprehensive income (OCI), and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset's contractual cash
flow characteristics and the Company’s business model for managing them. With the exception of trade
receivables that do not contain a significant financing component or for which the Company has applied
the practical expedient, the Company initially measures a financial asset at its fair value plus, in the case
of a financial asset not at fair value through profit or loss, transaction costs. Trade receivables that do not
contain a significant financing component or for which the Company has applied the practical expedient
are measured at the transaction price determined under IFRS 15. Refer to the accounting policies in
section (e) Revenue from contracts with customers.

. In order for a financial asset to be classified and measured at amortised cost or fair value through OCI, it

needs to give rise to cash flows that are ‘solely payments of principal and interest (SPPI) on the principal

s amount outstanding. This assessment is referred to as the SPPI test and is performed at an instrument
8 level.

«# Ernst& Young
-
r‘“‘{}' Chartered Accountants
.4:'.' 'r N Malé , Maldives
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'13' "\* - P>



Maldives Tourism Development Corporation PLC
Accounting policies and explanatory notes to the financial statement
Year ended 31 December 2018

2.6 Summary of significant accounting policies (Continue)

k. Financial instruments - initial recognition and subsequent measurement (Continue)

The Company's business model for managing financial assets refers to how it manages its financial assets
in order to generate cash flows. The business model determines whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or both.

Purchases or sales of financial assets that require delivery of assets within a time frame established by
regulation or convention in the market place (regular way trades) are recognised on the trade date, i.e.,

the date that the Company commits to purchase or sell the asset.

1. Subsequent measurement
For purposes of subsequent measurement, financial assets are classified in four categories:

Financial assets at amortised cost (debt instruments)

e Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt
instruments)

e Financial assets designated at fair value through OCI with no recycling of cumulative gains and
losses upon derecognition (equity instruments)

e Financial assets at fair value through profit or loss
I1. Financial assets at amortised cost (debt instruments)
This category is the most relevant to the Company. The Company measures financial assets at amortised

cost if both of the following conditions are met:

e The financial asset is held within a business model with the objective to hold financial assets in
order to collect contractual cash flows

And

e The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding

Financial assets at amortised cost are subsequently measured using the effective interest (EIR) method
and are subject to impairment. Gains and losses are recognised in profit or loss when the asset is
derecognised, modified or impaired.

The Company's financial assets at amortised cost includes trade receivables, included under other non-
current financial assets.

V. Financial assets at fair value through OCI (debt instruments)
The Company measures debt instruments at fair value through OCI if both of the following conditions are
met:

The financial asset is held within a business model with the objective of both holding to collect contractual
cash flows and selling

And

The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding ~..
/,_ﬂi Ernst & Young
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Maldives Tourism Development Corporation PLC
Accounting policies and explanatory notes to the financial statement
Year ended 31 December 2018

2.6 Summary of significant accounting policies (Continue)
k. Financial instruments - initial recognition and subsequent measurement (Continue)
V. Financial assets at fair value through OCI (debt instruments) (Continue)

For debt instruments at fair value through OCI, interest income, foreign exchange revaluation and
impairment losses or reversals are recognised in the statement of profit or loss and computed in the same
manner as for financial assets measured at amortised cost. The remaining fair value changes are
recognised in OCIl. Upon derecognition, the cumulative fair value change recognised in OCl is recycled to
profit or loss.

The Company does not have debt instruments which required to recognize at fair value through OCI.

VI. Financial assets designated at fair value through OCI (equity instruments)

Upon initial recognition, the Company can elect to classify irrevocably its equity investments as equity
instruments designated at fair value through OCI when they meet the definition of equity under IAS 32
Financial Instruments: Presentation and are not held for trading. The classification is determined on an
instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are recognised as
other income in the statement of profit or loss when the right of payment has been established, except
when the Company benefits from such proceeds as a recovery of part of the cost of the financial asset, in
which case, such gains are recorded in OCI. Equity instruments designated at fair value through OCI are
not subject to impairment assessment.

The Company does not have equity instruments which required to recognize at fair value through OCI.

VII. Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading, financial assets
designated upon initial recognition at fair value through profit or loss, or financial assets mandatorily
required to be measured at fair value. Financial assets are classified as held for trading if they are acquired
for the purpose of selling or repurchasing in the near term. Derivatives, including separated embedded
derivatives, are also classified as held for trading unless they are designated as effective hedging
instruments. Financial assets with cash flows that are not solely payments of principal and interest are
classified and measured at fair value through profit or loss, irrespective of the business model.
Notwithstanding the criteria for debt instruments to be classified at amortised cost or at fair value through
OClI, as described above, debt instruments may be designated at fair value through profit or loss on initial
recognition if doing so eliminates, or significantly reduces, an accounting mismatch.

Financial assets at fair value through profit or loss are carried in the statement of financial position at fair
value with net changes in fair value recognised in the statement of profit or loss.

The Company does not have financial assets which required to recognize at fair value through profit or
loss.

A derivative embedded in a hybrid contract, with a financial liability or non-financial host, is separated
from the host and accounted for as a separate derivative if: the economic characteristics and risks are not
closely related to the host; a separate instrument with the same terms as the embedded derivative would
meet the definition of a derivative; and the hybrid contract is not measured at fair value through profit or
loss. Embedded derivatives are measured at fair value with changes in fair value recognised in profit or
loss. Reassessment only occurs if there is either a change in the terms of the contract that significantly
modifies the cash flows that would otherwise be required or a reclassification of a financial asset out of

the fair value through profit or loss category.
/—__\
-
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Maldives Tourism Development Corporation PLC
Accounting policies and explanatory notes to the financial statement
Year ended 31 December 2018

2.6 Summary of significant accounting policies (Continue)
k. Financial instruments - initial recognition and subsequent measurement (Continue)
VII. Financial assets at fair value through profit or loss (Continue)

A derivative embedded within a hybrid contract containing a financial asset host is not accounted for
separately. The financial asset host together with the embedded derivative is required to be classified in
its entirety as a financial asset at fair value through profit or loss.

VIl Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a Company of similar
‘ financial assets) is primarily derecognised (i.e., removed from the Company's statement of financial

position) when:

The rights to receive cash flows from the asset have expired
Or

The Company has transferred its rights to receive cash flows from the asset or has assumed an

obligation to pay the received cash flows in full without material delay to a third party under a ‘pass-

through' arrangement; and either (a) the Company has transferred substantially all the risks and

. rewards of the asset, or (b) the Company has neither transferred nor retained substantially all the
B risks and rewards of the asset, but has transferred control of the asset

o When the Company has transferred its rights to receive cash flows from an asset or has entered into
a pass-through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards
of ownership. When it has neither transferred nor retained substantially all of the risks and rewards
of the asset, nor transferred control of the asset, the Company continues to recognise the transferred
asset to the extent of its continuing involvement. In that case, the Company also recognises an
associated liability. The transferred asset and the associated liability are measured on a basis that

. reflects the rights and obligations that the Company has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration that
the Company could be required to repay.

IX. Impairment of financial assets
The Company applies a simplified approach in calculating ECLs for trade receivables and contract
assets. Therefore, the Company does not track changes in credit risk, but instead recognises a loss
allowance based on lifetime ECLs at each reporting date. The Company has established a provision
matrix that is based on its historical credit loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment.

A financial asset is written off when there is no reasonable expectation of recovering the contractual
cash flows.

I. Financial liabilities

1. Initial recognition and measurement
Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit
or loss, loans and borrowings, payables, or as derivatives designated as hedging instruments in an
effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case 0 d borrowings
and payables, net of directly attributable transaction costs. il

/mﬂﬂ Ernst & Young
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Maldives Tourism Development Corporation PLC
Accounting policies and explanatory notes to the financial statement
Year ended 31 December 2018

2.6 Summary of significant accounting policies (Continue)
I. Financial liabilities (Continue)

Il. Subsequent measurement
The measurement of financial liabilities depends on their classification, as described below:

Ill. Loans and borrowings
After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortised cost using the EIR method. Gains and losses are recognised in statement of comprehensive
income when the liabilities are derecognised as well as through the EIR amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees
or costs that are an integral part of the EIR. The EIR amortisation is included as finance costs in the
statement of comprehensive income. This category generally applies to interest-bearing loans and
borrowings.

IV. De-recognition
Financial liability is de-recognised when the obligation under the liability is discharged or cancelled or
expires. When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as the de-recognition of the original liability and the recognition
of a new liability. The difference in the respective carrying amounts is recognised in the statement of
comprehensive income.

m. Trade and other receivables

Trade receivables are recognized initially at fair value and subsequently measured at amortized cost using
the effective interest method, less provision for impairment. A provision for impairment of trade
receivables is established when there is objective evidence that the Company will not be able to collect all
amounts due according to the original terms of receivables. The amount of the provision is the difference
between the asset's carrying amount and the present value of the estimated future cash flows, discounted
at the effective interest rate. The amount of the provision is recognized in the income statement within
'selling and marketing costs. Trade receivables are carried at anticipated realizable value. A general
provision is made for doubtful receivables based on a review of all outstanding amounts from customers
at the year end. Bad debts are written off during the year in which they are identified.

n. Contract assets

A contract asset is the right to consideration in exchange for goods or services transferred to the customer.
If the Company performs by transferring goods or services to a customer before the customer pays
consideration or before payment is due, a contract asset is recognised for the earned consideration that is
conditional.

o. Cash and cash equivalents

Cash and cash equivalents in the statement of financial position comprise of cash at banks and cash in
hand, other short-term highly liquid investments with original maturities of three months or less. For the
purpose of cash flow statement, cash and cash equivalents consist of cash and cash equivalents as defined
above, net of outstanding bank overdrafts.

Cash flow statement is prepared in “indirect method".

p. Other Liabilities and provisions

All known liabilities have been accounted for in preparing the financial statements. The materiality of the
events occurring after the reporting period have been considered and appropriate adjustments and
provisions have been made in the financial statements where necessary.

Liabilities classified as current liabilities in the statement of financial position are t i ue for

payment on demand or within one year from the end of the reporting periggNon-cugrent I'gtw‘ét‘i‘%s
those balances, which fall due for payment after one year from the end of wingﬂéﬁo : 9
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Maldives Tourism Development Corporation PLC
Accounting policies and explanatory notes to the financial statement
Year ended 31 December 2018

2.6 Summary of significant accounting policies (Continue)
p. Other Liabilities and provisions (Continue)

Provisions are recognised 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
contract, the reimbursement is recognised 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 net of any reimbursement.

. g. Contract liabilities
A contract liability is the obligation to transfer goods or services to a customer for which the Company has
received consideration (or an amount of consideration is due) from the customer. If a customer pays
consideration before the Company transfers goods or services to the customer, a contract liability is
recognised when the payment is made or the payment is due (whichever is earlier). Contract liabilities are
recognised as revenue when the Company performs under the contract.

r. Defined contribution plans

Employees are eligible for Maldives Retirement Pension Scheme in line with the respective statutes
and requlations. The Company contributes 7% of basic salary of Maldivian employees to Maldives
Retirement Pension Scheme.

2.7 Summary of significant accounting judgments, estimates and assumptions

a) Operating lease commitments-Company as lessee

The Company has entered into Island leases with the Government of Maldives. The Company has
determined based on an evaluation of the terms and conditions of the sub-lease agreements that all the
significant risks and rewards of ownership of the Islands rests with the Government. Therefore, the lease
is treated as an operating lease.

. b) Operating lease commitments-Company as lessor
The Company has entered into Island leases with the third parties. The Company has determined, based
on an evaluation of the terms and conditions of the arrangements, such as the lease term not constituting
a major part of the economic life of the commercial property and the fair value of the asset, that it retains
all the significant risks and rewards of ownership of these properties and accounts for the contracts as
operating leases.

c) Going concern

The Company’'s management has made an assessment of the Company's ability to continue as a going
concern and is satisfied that the Company has the resources to continue in business for the foreseeable
future. Furthermore, the management is not aware of any material uncertainties that may cast significant
doubt upon the Company's ability to continue as a going concern. Therefore, the financial statements are
prepared on the going concern basis.

d) Impairment of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable
amount, which is the higher of its fair value less costs to sell and its value in use. The fair value less costs
to sell calculation is based on available data from binding sales transactions, conducted at arm's length,
for similar assets or observable market prices less incremental costs for disposing of the asset.

= e) Taxes
Uncertainties exist with respect to the interpretation of complex tax regulatnons cha i laws, and
the amount and timing of future taxable income. Given the wide range of intern nal business relationships

and the long-term nature and complexity of existing contractual agreeme
the actual results and the assumptions made, or future changes to su
future adjustments to tax income and expense already recorded.
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Maldives Tourism Development Corporation PLC
Accounting policies and explanatory notes to the financial statement
Year ended 31 December 2018

2.7 Summary of significant accounting judgments, estimates and assumptions (Continue)
e) Taxes (Continue)

The Company establishes provisions, based on reasonable estimates, for possible consequences of audits
by the tax authorities. The amount of such provisions is based on various factors, such as differing
interpretations of tax regulations by the Company and the responsible tax authority. Such differences of
interpretation may arise on a wide variety of issues depending on the conditions prevailing in the Maldives.

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable
profit will be available against which the losses can be utilised. Significant management judgment is required
to determine the amount of deferred tax assets that can be recognised, based upon the likely timing and the
level of future taxable profits together with future tax planning strategies.

3 Standards issued but not yet effective

The standards and interpretations that are issued, but not yet effective, up to the date of issuance of the
Company's financial statements are disclosed below. The Company intends to adopt these standards, if
applicable, when they become effective

IFRS 16 - Leases

IFRS 16 was issued in January 2016 and it replaces IAS 17 Leases, IFRIC 4 Determining whether an
Arrangement contains a Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the Substance
of Transactions Involving the Legal Form of a Lease. IFRS 16 sets out the principles for the recognition,
measurement, presentation and disclosure of leases and requires lessees to account for all leases under
a single on-balance sheet model similar to the accounting for finance leases under IAS 17. The standard
includes two recognition exemptions for lessees - leases of ‘low-value’ assets (e.g., personal computers)
and short-term leases (i.e., leases with a lease term of 12 months or less).

At the commencement date of a lease, a lessee will recognise a liability to make lease payments (i.e., the
lease liability) and an asset representing the right to use the underlying asset during the lease term (i.e.
the right-of-use asset). Lessees will be required to separately recognise the interest expense on the lease
liability and the depreciation expense on the right-of-use asset.

Lessees will be also required to remeasure the lease liability upon the occurrence of certain events (e.g.,
a change in the lease term, a change in future lease payments resulting from a change in an index or rate
used to determine those payments). The lessee will generally recognise the amount of the remeasurement
of the lease liability as an adjustment to the right-of-use asset.

Lessor accounting under IFRS 16 is substantially unchanged from today's accounting under IAS 17.
Lessors will continue to classify all leases using the same classification principle as in IAS 17 and
distinguish between two types of leases: operating and finance leases.

IFRS 16 also requires lessees and lessors to make more extensive disclosures than under [AS 17.

IFRS 16 is effective for annual periods beginning on or after 1 January 2019. A lessee can choose to apply
the standard using either a full retrospective or a modified retrospective approach. The standard's
transition provisions permit certain reliefs. The company does not access the impact on adaption of IFRS
16 as end of the financial year 31 December 2018.
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Maldives Tourism Development Corporation PLC

Notes to the financial statements
Year ended 31 December 2018

6.1

7.1

7.1

Revenue
Sub lease rentals

Other operating income

Other income

- Payable written back

Operating profit

Operating profit includes following charges;
Employee benefit expenses (Note 6.1)

Staff food expenses (Note 6.1)

Depreciation

Operating lease rentals

Directors remuneration and other allowances
Audit fees

Employee benefit expenses

Employee salary and benefits
Staff food and accommodation expenses

Business profit tax

Current business profit tax
Reversal for deferred tax (Note No 7.2)
Business profit tax credit

Current business profit tax

Year ended Year ended
31.12.2018 31.12.2017
USsD uUsD
4,578,797 4,436,039
- 135,722
- 229,028
% 364,750
239,277 273,721
2,770 2,733
7,903 14,656
1,902,717 1,902,717
81,877 86,252
26,619 16,861
239,277 273,721
2,770 2,733
242,047 276,454
265,769 75,615
(178) 31,092
265,591 106,707

Business profit tax is calculated at 15% on the taxable profit for the year end in accordance
with the Business Profit Tax Act No. 05/2011. A reconciliation between tax expense and the
product of accounting profit multiplied by Maldives's domestic tax rate for the year ended on

31 December is as follows:

Current business profit tax

Profit before tax

Add: Depreciation and amortisation
Other disallowable expenses
Less: Capital allowances

Other allowable expenses
Taxable (loss)/profit for the year
Tax-free threshold
Taxable (loss)/profit

Business tax on taxable profit at 15%

-20-

Year ended Year ended
31.12.2018 31.12.2017
uUsD usD

1,803,496 65,766
7,903 14,656
173,849 540,356
(7,192) (5,741)
(173,836) (78,510)
1,804,221 536,527
(32,425) (32,425)
1,771,796 504,102
265,769 75,615

M:lé |, Maldves
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Maldives Tourism Development Corporation PLC

Notes to the financial statements
Year ended 31 December 2018

7 Business profit tax (continued)

7.2 Movement of deferred tax

Balance as at 1 January
Provision made / (reversed) during the year
Balance as at 31 December

7.3 Income tax refund
At the beginning of the year
Income tax charge for the year
Payments during the year
At the end of the year
7.4 Deferred tax liability
On property, plant and equipment
On voluntary retirement provision
Deferred tax liability as at 31 December

Year ended Year ended
31.12.2018 31.12.2017
uUsD uUsD
1,691 (29,401)
(178) 31,092
1,513 1,691
(164,996) 481,221
265,769 75,615
(240,611) (721,832)
(139,838) (164,996)
1,684 1,862
(170) (171)
1,513 1,691

The provision on deferred tax is made on temporary differences between the carrying value

and tax base of property, plant and equipment.

8 Earnings per share

Earnings per share is calculated by dividing the profit/(loss) for the year attributable to the
ordinary shareholders by the number of ordinary shares outstanding during the year. The
following reflects the profit/(loss) and share data used in the earnings per share calculation.

(Loss)/profit for the year (USD)
Ordinary shares applicable to earnings per share
Earnings per share

-21-

Year ended Year ended
31.12.2018 31.12.2017
UsD USD
1,537,905 (40,941)
34,087,354 34,087,354
0.0451 (0.0012)
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Maldives Tourism Development Corporation PLC

Notes to the financial statements

& Year ended 31 December 2018

9

Property, plant and equipment

Balance as at

Additions

Balance as at

01.01.2018 31.12.2018
9.1  Gross carrying value at cost UsD uUsD usD
Marine vessels 50,426 - 50,426
Motor Vehicle 10,282 % 10,282
Office Equipments 16,374 242 16,616
| . Other Equipments 4,516 @ 4,516
| Furniture Fittings and Equipment 31,462 - 31,462
Computer Equipment 54,709 - 54,709
Communication Equipment 7,317 - 7,317
Machineries ® 14,475 14,475
| Total 175,086 14,717 189,803
| Balance as at Charge for the Balance as at
01.01.2018 year 31.12.2018
9.2 - Accumulated Depreciation UsD UsD usbD
. Marine vessels 30,709 B 30,709
Motor Vehicle 10,282 - 10,282
- Office Equipment 14,674 529 15,203
. Other Equipment 4,188 115 4,303
Furniture Fittings and Equipment 28,510 1,767 30,277
Computer Equipment 44,621 4,711 49,332
Communication Equipment 7,317 B 7,317
| Machineries - 781 781
‘ ' Total 140,301 7,903 148,204
‘ NBV 34,785 41,599
\ 3 —_—
| 9.3 During the year the Company acquired property, plant and equipment to the aggregate value
| of USD 14,717/-(2017: USD 6,257/-)
9.4 The gross carrying value of fully depreciated assets amounts to USD 98,674/- (2017: USD
98,005/-)
10 Investment property As at As at
31.12.2018 31.12.2017
UsD usD
Nagoshi Island lease right 20,000,000 20,000,000
20,000,000 20,000,000
Nagoshi 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.

/ Ernst & Young
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Maldives Tourism Development Corporation PLC
Notes to the financial statements

. Year ended 31 December 2018
11 Trade and other receivables As at As at
31.12.2018 31.12.2017
11.1 Current USD UsSD
Deposits and prepayments 26,398 26,398
Receivables for share capital 5,445 5,445
Other receivables 10,992 10,992
42,835 42,835
. Less: provision for impairment of receivables - -
42,835 42,835
11.2 Non-current
Lease rent equalisation - sublease 24,472,078 24,073,265
24,472,078 24,073,265
| Total trade and other receivables 24,514,913 24,116,100
| 12 Cash and short-term deposits
|
i -, Balances with banks 2,357,467 2,161,994
| Cash in hand 194 194
| N 2,357,661 2,162,189
! .
| Ordinary Share
i Number of shares premium
| 13 Share capital shares uUsD UsD
|
! . At 1 January 2018 34,087,354 26,183,719 607,415
\
At 31 December 2018 34,087,354 26,183,719 607,415

‘ 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 Rf. 10 each translated to US Dollars at Rf. 12.85
and 15.42 each respectively).
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Maldives Tourism Development Corporation PLC
Notes to the financial statements

¢ Year ended 31 December 2018
As at As at
14 Trade and other payables 31.12.2018 31.12.2017
USD UsD
14.1 Current
Trade payables - head lease rent payables 11,395,598 11,395,597
Trade payables - other trade payables 95,905 112,111
Sublease advance 297,702 297,702
. Dividend payable 1,918,630 1,936,889
Accrued expenses 26,163 4,427
13,733,998 13,746,726
14.2 Non-current
Lease rent equalisation - head lease 1,151,766 1,226,409
Sublease advance 10,311,565 11,185,980
11,463,331 12,412,389
Total trade and other payables 25,197,329 26,159,115

15 Fair value of financial instruments

The 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.

15.1 Financial instruments recorded at fair value

' The following is a description of how fair values are determined for financial instruments that
’ are recorded at fair value using valuation techniques. These incorporate the company's
estimate of assumptions that a market participant would make when valuing the instruments.

15.2 Determination of Fair Value and Fair Value Hierarchy

The Company measures fair values using the following fair value hierarchy that reflects the
significance of the inputs used in making the measurements.

Level 1: Quoted market price (unadjusted) in an active market for an identical instrument.

When available, the Company measures the fair value of an instrument using active quoted
prices or dealer price quotations (assets and long positions are measured at a bid price;
liabilities and short positions are measured at an ask price), without any deduction for
transaction costs. A market is regarded as active if transactions for asset or liability take place
with sufficient frequency and volume to provide pricing information on an ongoing basis.

= (Continued)
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. Maldives Tourism Development Corporation PLC
Notes to the financial statements
) Year ended 31 December 2018

15 Fair value of financial instruments (Continued)
15.2 Determination of Fair Value and Fair Value Hierarchy (Continued)

Level 2: Valuation techniques based on observable inputs, either directly (i.e. as prices) or
indirectly (i.e. derived from prices).

This category
a) Quoted market prices in active markets for similar instruments;
b) Quoted prices for identical or similar instruments in markets that are considered less than

. active; or
©) Other valuation techniques where all significant inputs are directly or indirectly observable
from market data.

Level 3: Valuation techniques using significant unobservable inputs.

This category includes all instruments where the valuation technique includes inputs not based
on observable data and the unobservable inputs have a significant effect on the instrument'’s
valuation. This category includes instruments that are valued based on quoted prices for
similar instruments where significant unobservable adjustments or assumptions are required
to reflect differences between the instruments.

. Valuation techniques include net present value and discounted cash flow models comparison
with similar instruments for which observable market prices exist, option pricing models and
- other valuation models.

Assumptions and inputs used in valuation technigues include risk-free and benchmark interest
rates, risk premiums in estimating discount rates, bond and equity prices, foreign exchange
rates, expected price volatilities and corrections.

Observable prices or model inputs such as market interest rates are usually available in the
. market for listed equity securities and government securities such as treasury bills and bonds.
Availability of observable prices and model inputs reduces the need.

Models are adjusted to reflect the spread for bid and ask prices to reelect costs to close out
positions, credit and debit valuation adjustments, liquidity spread and limitations in the
models. Also, profit or loss calculated when such financial instruments are first recorded (‘Day
1" profit or loss) is deferred and recognised only when the inputs become observable or on
derecognition of the instrument.

15.3 Fair value hierarchy
The following table analyses financial instruments measured at fair value at the reporting
date, by the level in the fair value hierarchy into which the fair value measurement is
categorised. The amounts are based on the values recognised in the statement of financial
position. The fair values include any deferred differences between the transaction price and
the fair value on initial recognition when the fair value is based on a valuation technique that
uses unobservable inputs.

a (Continued)
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Maldives Tourism Development Corporation PLC
Notes to the financial statements
. Year ended 31 December 2018

15 Fair value of financial instruments (Continued)

15.3 Fair value hierarchy (Continued)

Measured at fair value

‘ Not measured at fair value Level 1 Level 2 Level 3 Total

| As at 31 December 2018 USD USD USD usD
Assets
’ Investment property - ® 20,000,000 20,000,000

" < 20,000,000 20,000,000

Not measured at fair value Level 1 Level 2 Level 3 Total

As at 31 December 2017 uUsD USD USD uUsD
Assets

Investment property - - 20,000,000 20,000,000

- - 20,000,000 20,000,000

16 Risk management objectives and policies

The Company has
16.1 Market risk
16.2 Credit risk
16.3 Liquidity Risk

. Introdact] | .
: 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. Further quantitative disclosures are included throughout

this financial statement.

16.1 Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will
fluctuate because of changes in market prices. Market risk comprises foreign currency risk and
interest rate risk.

v (Continued)
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16 Risk management objectives and policies (Continued)

16.1.1 Currency risk
| The Company has transactional currency exposures. Such exposure arises from sales,
‘ purchases and borrowings in currencies other than the Company's functional currency. The
| Company enters into transactions in United States Dollars ("USD") whenever possible.

Exposure to currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in
. foreign exchange rates and arises from financial instrument denominated in a foreign

currency.

The company's exposure to foreign currency risk is as follows based on notional amounts:

As at 31st December 2018 MVR
Converted to
USD. usD Total

Cash and short-term deposits 115,045 2,242,616 2,357,661
Lease rent equalisation - sublease = 24,472,078 24,472,078
Trade and other receivables and prepayments 26,398 16,437 42,835
“ ® Lease rent equalisation - head lease - 1,151,766 1,151,766
Sub lease advances = 10,609,267 10,609,267
_ Trade and other payables 5,106 13,431,190 13,436,296
. 146,549 51,923,354 52,069,903

Sensitivity analysis
A strengthening / (weakening) of the USD, as indicated below, against the MVR as at 31
December would have increased / (decreased) profit or loss by the amounts shown below.

2018

' usD USD

Strengthening  Weakening

MVR (1% Movement) 1,467 (1,467)

The following significant exchange rate applied during the period:

Reporting Date
Average Rate Spot Rate
2018 2018

MVR 1: US$ 15.405 15.410

| (Continued)
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16.1.2 Interest rate risk
The Company's exposure to interest rate risk relates to financial instruments which are on floating rate term,
and this risk is reviewed on an ongoing basis. At the end of the reporting period the Company did not have any
instruments to hedge its exposure to interest rate risk.

16.2 Credit risk
Credit risk is the possibility that counter-party will not fulfil its contractual obligation, resulting in a financial loss.

The Company trades only with recognised, creditworthy third parties. Credit evaluations are performed on all
customers requiring credit over a certain amount. As at the end of the reporting period there were cases of
material credit risk identified.

16.3 Liquidity risk
Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with its
financial liabilities that are settle by delivering cash and 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 it's liabilities
when due, without incurring unacceptable loss or risking damaged to the Company's reputation.

The Company actively monitors and manages its free cash position and available funding to ensure that it
complies with its obligations to creditors and meets its working capital requirements.

The Company's exposure to liquidity risk as at end of the reporting period is against the following liabilities.

&
e
Maturity analysis for financial assets and financial - Liabilities
v Carrying 0-12 1-2 2-5 More than
Amount Months Years Years 5 years
usD usD usD usD usD
Assets
Lease rent equalisation - sublease 24,472,078 1,111,051 1,193,659 4,216,554 17,961,860
. Trade and other receivables 42,835 42,835 & = -
Cash and short-term deposits 2,357,661 2,357,661 & 2 -
26,872,574 3,511,547 1,193,659 4,216,554 17,961,860
Liabilities
Lease rent equalisation - head lease 1,151,766 74,643 74,643 223,930 778,550
Sub lease advances 10,311,565 874,414 874,414 2,623,242 5,939,495
Trade and other payables 13,733,998 13,733,998 - . -
25,197,329 14,683,055 949,057 2,847,172 6,718,045
Net Gap 1,675,245 (11,171,508) 244,602 1,369,382 11,243,815
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17 Related party transactions
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:

Year ended Year ended
31.12.2018 31.12.2017
. Transactions with the Government of the Maldives : uUSsD USsD
Lease rentals paid 1,977,360 4,806,495
1,977,360 4,806,495
Receivables from related parties
Receivables for share capital 5,445 5,445
5,445 5,445
Payables to related parties
¢ @ Head lease rent payable 11,395,598 11,395,597
- 18 Events after the reporting period
; There have been no material events occurring after the reporting period that require
adjustments to or disclosure in the financial statements.
19 Commitments and contingencies
’ 19.1 Operating lease commitments
The future lease payments under operating leases are as follows:
As at As at
31.12.2018 31.12.2017
USD uUsD
Not later than 1 year 1,977,360 1,977,360
Later than 1 year and not later than 5 years 7,909,440 7,909,440
Later than 5 years 21,176,713 23,154,073
31,063,513 33,040,873
The Company is the immediate lessee of following Islands and the future lease
commitments of the Company as at the end of the reporting period are as follows:
As at As at
31.12.2018 31.12.2017
uUsD USD
Kihavah Huravalhi 15,353,924 16,331,284
- - Magudhuva 15,709,589 16,709,589
31,063,513 33,040,873
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19.2 Dues to MIRA, in relation to the land rent of the islands leased

Following Rent, Fines and Intrest are due to MIRA as at 31 December 2018 based on MIRA
confirmation. We highlight that MTDC has not taken the contingencies related to Kihavah,
Magudhuva and Farukolhufushi as the company is trying to find an alternative way to settle
the outstanding.

Rent Fines Interest Total

USD usD uUsD uUsD
N. Ekulhivaru 5,020,737 5,547,915 301,244 10,869,896
HA. Uligam 1,539,743 795,966 8 2,335,709
Gdh. Magudhuva 2 1,973,978 = 1,973,978
B. Kihavah Huravalhi 5 1,195,226 . 1,195,226
K. Farukolhufushi (91,320) 461,016 . 369,696
6,469,160 9,974,101 301,244 16,744,506

19.3 Legal claims

19.3.1 Uligamu Council has filed a case at Magistrate Court seeking a special performance order
against the Company requiring removal of the Company's property in the island of Uligamu
which is located outside the alloacted land area by the Government. However, the verdict
was given in favour of the Company. Hence the Company has not made any provisions
during the year.

19.3.2 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.

19.3.3 MTDC has filed a case in Civil Court against ENA Hotel Holding Company Pvt Ltd, in order to
recover USD 29,584,967/-. This is due to unpaid sublease rent, liquidated damages for
delay in payment of sublease rent, head lease rent and liquidated damages for delay in
payment of head lease rent. The verdict was delivered in favour of MTDC and the appellent
was required to pay the money within 8 months. However, there is little possibility of
recovering money from the sub lessee since they have no assets.

19.3.4 MTDC has filed a case in Civil Court seeking the recovery of USD 7,861,954/-. This is due to
unpaid sublease rent, liquidated damages for delay in payment of sublease rent, head lease
rent and liquidated damages for delay in payment of head lease rent. This case is still
ongoing and there is a possibility that the case will be decided in favour of MTDC.

19.3.5 There are no ongoing legal proceedings against the Company, other than the matter stated
above, as at 31 December 2018, that require adjustments to or disclosure in the financial
statements.

19.4 Capital commitments

There were no capital commitments which require adjustments to / or disclosure in the
financial statements as at the end of the reporting period.
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| Expenses by nature

Operating lease rentals

Employee salary and benefits

Directors remuneration and other allowances
Staff food and accommodation expenses
Depreciation

Office rent

Professional fee

Legal fee

Telephone expenses

Transport and travelling

Audit fees

Other expenses

Loss of Impirement of Financial Asset

Fixed assets written off

Total cost of operations, administrative expenses and
finance cost

] The above expenses are summarised as follows:

Cost of operations - operating lease rentals
Administrative expenses

Year ended Year ended
31.12.2018 31.12.2017
uUsD USD
1,902,717 1,902,717
239,277 273,721
81,877 86,252
2,770 2,733
7,903 14,656
54,475 49,288
8,732 15,648
20,431 23,025
1,374 5,059
31,121 17,987
26,619 16,861
398,005 595,374
- 1,657,500
® 74,202
2,775,301 4,735,023
1,902,717 1,902,717
872,584 2,832,306
2,775,301 4,735,023







