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AUDITOR GENERAL'S OFFICE

AUDITOR GENERAL’S REPORT

TO THE SHAREHOLDERS AND BOARD OF DIRECTORS OF MALDIVES HAJJ
CORPORATION LIMITED

Opinion
We have audited the financial statements of Maldives Hajj Corporation (the “Corporation”), which comprises
of the statement of financial position as at 31 December 2019, 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 present fairly, in all material respect, the financial
position of the Corporation as at 31 December 2019 and its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards.

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 Corporation in accordance with the International
Ethics Standards Board for Accountants’ International Code of Ethics for Professional Accountants, and we
have fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

This report is made solely to the Corporation’s members, as a body, in accordance with section 71 of the
Companies Act No. 10 of 1996. Our audit work has been undertaken so that we might state to the Corporation’s
members those matters we are required to state to them in an auditors’ report and for no other purpose.
Therefore, we do not accept or assume responsibility to anyone other than the Corporation and the Corporation’s
members as a body, for our audit work, for this report, or for the opinions we have formed.

Responsibilities of management and those charged with governance for the financial
statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with International Financial Reporting Standards, 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 Corporation’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
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concern basis of accounting unless management either intends to liquidate the Corporation or to cease
operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Corporation’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.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

o 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
Corporation’s internal control.

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

e 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 Corporation’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 Corporation to cease to continue as a going concern.

o 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 management 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.

14 September 2020
o O

Hassan Ziyath
Auditor General

Auditor General’s Office | Ghaazee Building | Ameer Ahmed Magu | Male’, Republic of Maldives
+960 332 3939 | info@audit.gov.mv | www.audit.gov.mv
2.



mailto:info@audit.gov.mv
http://www.audit.gov.mv/

Maldives Hajj Corporation Limited
SATAMENT OF COMPREHENSIVE INCOME
Year ended 31 December 2019

(Restated)
2019 2018
Notes MVR MVR
Revenue 5 80,489,909 79,137,122
Cost of Sales (90,410,012 (89,044,363)
Gross Loss (9,920,103) (9,907,241)
Other Income 6 297,467 332,181
Administrative expenses (7,313,862) (6,038,916)
Selling and marketing costs (107,804) (129,435)
Finance expense (149,051) 2
Operating loss (17,193,352) (15,743,411)
Finance income ¢ 4,942,211 4,579,477
Loss for the year (12,251,142) (11,163,934)

The accounting policies and notes on pages 7 to 22 form an integral part
statements.

of the financial




Maldives Hajj Corporation Limited
STATEMENT OF FINANCIAL POSITION
As at 31 December 2019

(Restated)
2019 2018
Notes MVR MVR
Assets
Non-current assets
Property, plant and equipment 8 1,312,621 887,785
Right of use asset 17.1 11,461,795 -
Intangible assets 9 =
Financial assets recognised through P&L 10 97,499,955 62,119,611
110,274,371 63,007,396
Current assets
Inventory 11 735,784 1,052,906
Trade & other receivables 12 3,646,054 3,462,712
Cash & cash equivalents 13 25,131,645 67,725,725
29,513,483 72,241,343
Total assets 139,787,854 135,248,739
Equity and liabilities
Capital and reserves
Share capital 14 35,500,000 29,500,000
Accumulated losses (59,590,350) (47,339,208)
(24,090,350) (17,839,208)
Non-current liabilities
Lease liabilities 1.2 10,662,774
Advance received from customers 15 123,364,543 125,372,737
134,027,317 125,372,737
Current liabilities
Lease liabilities 17.2 821,965
Advance received from customers 15 27,986,000 25,957,015
Other payables 16 1,042,922 1,758,195
29,850,887 27,715,210
Total equity and liabilities 139,787,854 135,248,739

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

Name of the Director Signature

14 September 2020
Male'




Maldives Hajj Corporation Limited
STATEMNT OF CHANGES IN EQUITY
Year ended 31 December 2019

Balance as at 01 January 2018

Effect due to error correction

Balance as at 01 January 2018 (Restated)
Issued and paid up capital

Loss for the year

Balance as at 31 December 2018

Issued and paid up capital

Loss for the year

Balance as at 31 December 2019

Share Capital
MVR

Accumulated
Losses
MVR

Total
MVR

24,500,000

(37,798,064)

1,622,790

(13,298,064)

1,622,790

24,500,000

5,000,000

(36,175,274)

(11,163,934)

(11,675,274)

5,000,000

(11,163,934)

29,500,000

6,000,000

(47,339,208)

(12,251,142)

(17,839,208)

6,000,000

(12,251,142

35,500,000

(59,590,350)

(24,090,350)

The accounting policies and notes on pages 7 to 22 form an integral part of the financial statements.




Maldives Hajj Corporation Limited
STATEMENT OF CASH FLOWS
Year ended 31 December 2019

Cash Flows from Operating activities
Operating loss

Non-cash adjustment
Depreciation

Depreciation of right of use asset
Finance income

Finance cost

Working capital adjustment

(Increase) in trade and other receivables
Decrease / (increase) in inventory

Increase in advance received from customers
(Decrease) / increase in other payables

Finance income
Cash flows used in operating activities

Investing activities

Investment in held-to-maturity assets
Acquisition of property, plant and equipment
Net cash flows used in investing activities

Financing activities

Proceeds from issue of ordinary shares
Payment of lease liabilities

Net cash flows from financing activities

Net (decrease) / increase in cash and cash equivalents

Cash and cash equivalents as at 1 January

Cash and cash equivalents as at 31 December

Notes

2019
MVR

(Restated)
2018
MVR

(12,251,142)

353,799

293,892
(4,942,211)

149,051

(11,163,934

308,758

(4,579,477

(16,396,611)

(15,434,653)

(183,342) (1,533,685)
317,122 (663,784)
20,792 11,782,513
(715,273) 851,296
(16,957,312) (4,998,313)
4,942,211 4,579,477
(12,015,101) (418,836)
(35,380,344) 3
(778,635) (72,931)
(36,158,979) (72,931)
6,000,000 5,000,000
(420,000) §
5,580,000 5,000,000
(42,594,080) 4,508,233
67,725,725 63,217,492
25,131,645 67,725,725

The accounting policies and notes on pages 7 to 22 form an integral part of the financial statements.




Maldives Hajj Corporation Limited
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2019

1. Corporate information

Maldives Hajj Corporation Limited (“the Corporation”) is established under the Presidential Decree
N0:05/2013 on 07 November 2013. The registered office of the Corporation is situated at Mookai
Suit, Haveeree Hingun, Male’, Republic of Maldives.

Principal activities and nature of operations

The principle activities of the Corporation involve facilitating travel to Saudi Arabia for pilgrims to
perform Hajj and Umrah services.

2. Basis of preparation

The financial statements of the Corporation have been prepared in accordance with International
Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board
(IASB). The financial statements are prepared on a historical cost basis. No adjustment is made for
inflationary factors affecting these financial statements. The financial statements are presented in
Maldivian Rufiyaa and all the values are rounded to nearest integral, except when otherwise indicated.

2.1 Comparative information

The accounting policies have been consistently applied by the Corporation and are consistent with
those used in the previous year.

2.2 Statement of compliance

The financial statements of Maldives Hajj Corporation Limited have been prepared in accordance with
International Financial Reporting Standards.

2.3 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 Corporation’s annual financial statements for the year ended
31 December 2018, except for the adoption of new standards effective as of 1 January 2019.

New and amended standards and interpretations
IFRS 16

The Company adopted IFRS 16 using the modified retrospective method with the date of initial
application at 1 January 2019. As stipulated by the standard, the prior- year figures were not
adjusted. As part of initial application of IFRS 16, the company chose to apply the relief option, which
allows it to adjust the right-of-use asset by the amount of any provision for onerous lease recognised
in the balance sheet immediately before the date of initial application. In addition, the company has
decided not to apply the new guidance to leases whose term will end within twelve months of the date
of initial application. In such cases, the leases will be accounted for as short-term leases and the lease
payments associated with them will be recognised as an expense from short-term leases. The
reconciliation to the opening balance for the lease liabilities as at 1 January 2019 provided in Note 17
is based upon the opening lease obligations.

The comparative information is re-classified wherever necessary to conform to the current year's
presentation.

3. Summary of significant accounting policies
a. Conversion of foreign currencies

The Corporation’s financial statements are presented in Maldivian Rufiyaa, which is the Corporation’s
nctional and presentation currency.

-7-




Maldives Hajj Corporation Limited
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2019

3. Summary of significant accounting policies (continued)
a. Conversion of foreign currencies (continued)

The decision has been taken by management of the Corporation to maintain the reporting currency as
Maldivian Rufiyaa in the financial statements since most of the business transactions are dealt in
Maldivian Rufiyaa.

Transactions in currencies other than Maldivian Rufiyaa are translated to Maldivian Rufiyaa at the
exchange rate ruling at the date of transaction. Monetary assets and liabilities denominated in
currencies other than Maldivian Rufiyaa are translated to Maldivian Rufiyaa at the exchange rate ruling
at the reporting date. Foreign exchange differences arising on translation are recognised in the income
statement.

Non-monetary assets and liabilities, which are measured at historical cost, denominated in currencies
other than Maldivian Rufiyaa, are translated to Maldivian Rufiyaa at the exchange rates ruling at the
dates of transactions. Non-monetary assets and liabilities, which are stated at fair value, denominated
in currencies other than Maldivian Rufiyaa, are translated to Maldivian Rufiyaa at the exchange rates
ruling at the dates the values were determined.

b. Current versus non-current classification

The Corporation 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

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:
It is expected to be settled in normal operating cycle
It is held primarily for the purpose of trading
It is 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 Corporation classifies all other liabilities as non-current, Deferred tax assets and liabilities are
classified as non-current assets and liabilities.

c. Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
Corporation and the revenue can be reliably measured, regardless of when the payment is being made.
Revenue is measured at the fair value of the consideration received or receivable, taking into account
contractually defined terms of payment and excluding taxes or duty.

The specific criteria described below must also be met before revenue is recognised.

Rendering of services

Revenue from rendering of services is recognised in the accounting year in which the services are
rendered or performed.

Revenue on rendering of services principally includes revenue from Hajj and Umrah. The following
specific criteria are used for the purpose of recognition of revenue.

» Hajjrevenue is recognised when the travel to Hajj is completed.
» Umrah revenue is recognised when the travel to Umrah is completed.

.8-




Maldives Hajj Corporation Limited
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2019

3. Summary of significant accounting policies (continued)
d. Expenditure recognition

Expenses are recognised in the income statement on the basis of 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 recognised in income statement.

e. Property, plant and equipment
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 labour, 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 capitalised
borrowing costs. Purchased software that is integral to the functionality of the related equipment is
capitalised 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
recognised net within other income in profit or loss.

Subsequent costs

The cost of replacing a part of an item of property, plant and equipment is recognised 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 derecognised. The costs of the day-to-day servicing of property, plant and equipment are recognised
in profit or loss as incurred.

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 recognised 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.

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

Office equipment 05 years
Kitchen equipment’s & items 03 years
Computers & peripherals 05 years
Furniture and fixtures 10 years

Depreciation methods, useful lives and residual values are reviewed at each financial year-end and
adjusted if appropriate.

-9-




Maldives Hajj Corporation Limited
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2019

3. Summary of significant accounting policies (continued)
f. Intangible assets

Intangible assets with finite lives are amortised over the useful economic life and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The
amortisation period and the amortisation method for an intangible asset with a finite useful life is
reviewed at least at each financial year end. Changes in the expected useful life or the expected
pattern of consumption of future economic benefits embodied in the asset is accounted for by
changing the amortisation period or method, as appropriate, and treated as changes in accounting
estimates. The amortisation expense on intangible assets with finite lives is recognised in the
statement of comprehensive income in the expense category consistent with the function of the
intangible asset.

g. Cash and cash equivalents

Cash and cash equivalents in the statement of financial position comprise of cash in hand and balance
with banks.

Statement of cash flows is prepared in “indirect method". For the purpose of statement of cash flows,
cash and cash equivalents consist of cash in hand and balances with banks as defined above, net of
outstanding bank overdrafts, if any.

h. Inventories

Inventories are valued at the lower of cost and net realisable value, after making due allowances for
obsolete and slow-moving items. Net realisable value is the price at which inventories can be used in
operations or sold in the ordinary course of business less the estimated processing cost to make them
usable for operations. The value of each category of inventory is determined on weighted average
cost basis.

i. 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.

I) Financial assets
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 Corporation’s business model for managing them. With the exception
of trade receivables that do not contain a significant financing component or for which the Corporation
has applied the practical expedient, the Corporation 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 Corporation has
applied the practical expedient are measured at the transaction price determined under IFRS 15.

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

Purchases or sales of financial assets that require delivery of assets within a time frame established
by regulation or convention in the marketplace (reqgular way trades) are recognised on the trade date,
i.e., the date that the Corporation commits to purchase or sell the asset.

3

-10-




Maldives Hajj Corporation Limited
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2019

3. Summary of significant accounting policies (continued)
i. Financial instruments - initial recognition and subsequent measurement (continued)

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)

. Financial assets at fair value through profit or loss
Financial assets at amortised cost (debt instruments)

This category is the most relevant to the Corporation. The Corporation 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 Corporation’s financial assets at amortised cost includes trade and other receivables, inventory,
financial investments under other non-current financial assets.

Financial assets at fair value through OCI (debt instruments)

The Corporation measures debt instruments at fair value through OCI if both of the following
conditions are met:

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

And

o 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

For debt instruments at fair value through QOCI, 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 OCl. Upon derecognition, the cumulative fair value change recognised in OCl is
recycled to profit or loss.

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.

-11-




Maldives Hajj Corporation Limited
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2019

3. Summary of significant accounting policies (continued)
i. Financial instruments - initial recognition and subsequent measurement (continued)

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 OCl. Equity instruments designated at fair value
through OCI are not subject to impairment assessment.

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.

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.

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.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a Corporation of similar
financial assets) is primarily derecognised (i.e., removed from the Corporation’s consolidated
statement of financial position) when:

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

or

e The Corporation 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 Corporation has transferred substantially all
the risks and rewards of the asset, or (b) the Corporation has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of the asset

When the Corporation 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 Corporation continues to recognise the
transferred asset to the extent of its continuing involvement. In that case, the Corporation 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 Corporation has retained.

-12-




Maldives Hajj Corporation Limited
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2019

3. Summary of significant accounting policies (continued)
i.  Financial instruments - initial recognition and subsequent measurement (continued)

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 Corporation could be required to repay.

Impairment of financial assets

The Corporation applies a simplified approach in calculating ECLs for trade receivables and contract
assets. Therefore, the Corporation does not track changes in credit risk, but instead recognises a loss
allowance based on lifetime ECLs at each reporting date. The Corporation 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.

I1) Financial liabilities

a) 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 of loans and borrowings and
payables, net of directly attributable transaction costs.

The Company's financial liabilities include other payables and advances received from customers.
b) 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.

j.  Provisions

Provisions are recognised when the Corporation 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 Corporation 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.

k. Employee benefits

(i) Defined contribution plans - Maldives Retirement Pension Scheme

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

-13-




Maldives Hajj Corporation Limited
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2019

4. Summary of significant accounting judgments, estimates and assumptions

The preparation of the Corporation’s financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities, and the accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty
about these assumptions and estimates could result in outcomes that require a material adjustment
to the carrying amount of assets or liabilities affected in future periods

Going concern

The Corporation’s directors have made an assessment of the Corporation’s ability to continue as a
going concern and is satisfied that the Corporation has the resources to continue in business for the
foreseeable future. When making that assessment, Directors have taken into consideration the
existing and anticipated effects of the Covid-19 outbreak on the entity’'s business activities.
Furthermore, the directors are not aware of any material uncertainties that may cast significant doubt
upon the Corporation’s ability to continue as a going concern. Therefore, the financial statements are
prepared on the going concern basis.
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Year ended 31 December 2019

5

Revenue

Hajj Revenue
Umra Revenue
Room sales
Ageega Sales
lhram Sales
Excess Baggage
Ticket sales

Other Income

Sponsorships
Ayadi Takaful Commision
Miscellaneous income

Finance income

HDFC Wakala investment income
HDFC Mudaraba Sukuk
Return from GIA

Property, plant and equipment

Gross carrying amount

Computers & Peripherals
Furniture and Fixtures
Office equipment

Kitchen Equipments & Items

Depriciation

Computers & Peripherals
Furniture and Fixtures
Office equipment

Kitchen Equipment & Items

Net book Value

2019 2018
MVR MVR
70,104,930 62,688,640
8,230,908 14,723,680
802,611 829,596
1,269,078 786,045
80,300 76,175
2,082 11,706
- 21,280
80,489,909 79,137,122
50,000 153,000
14,723 45,775
232,744 133,406
297,467 332,181
4,479,597 4,495,777
167,740 83,700
294,874 =
4,942,211 4,579,477
Balance as at Additions Balance as at
01.01.2019 during the year 31.12.2019
MVR MVR MVR
617,318 157,327 774,645
761,457 488,949 1,250,406
573,206 129,831 703,037
204,964 2,528 207,492
2,156,945 778,635 2,935,580
Balance as at Additions Balance as at
01.01.2019 during the year 31.12.2019
MVR MVR MVR
476,134 78,958 555,092
329,483 87,456 416,939
413,922 118,550 532,472
49,621 68,835 118,456
1,269,160 353,798 1,622,959
887,785 1,312,621

During the year, the company acquired plant and equipment to the aggregate value of MVR

778,635/-(2018: MVR 72,931/-) .
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14

15

16

AT

Cash and cash equivalents

Balances with banks

Cash in hand

Share capital

Authorised share capital
100,000,000 Ordinary shares of MVR 10 each

Issued
2,950,000 Ordinary shares of MVR 10 each

Advance received from customers

Opening balance
Advance received

Amount recognised as revenue

Amount refunded to customers

Non current
Current

2019 2018

MVR MVR

24,001,344 67,466,157
1,130,301 259,568

25,131,645 67,725,725

1,000,000,000

1,000,000,000

35,500,000 29,500,000
151,329,752 139,542,627

90,967,324 92,111,276
242,297,076 231,653,903
(76,188,929) (75,582,105)
(14,757,604) (4,742,046)
151,350,543 151,329,752
123,364,543 125,372,737

27,986,000 25,957,015
151,350,543 151,329,752

Above balance represents advance payments made by saving account holders and lump sum
customers for Hajj and Umrah. Once customer advance balance reaches 75% of the total Hajj fee,
then the customer is eligible for upcoming Hajj visit subject to timely settlement of final payment.

Other payables

Other payables
Amount due to related party

Lease

2019 2018

MVR MVR
1,037,672 1,752,945
5,250 5,250
1,042,922 1,758,195

The Company has contracts for the use of buildings in its operations. The Company's obligations
under its leases are secured by the lessors' title to the leased assets. Generally, the Company is

restricted from assigning and subleasing the leased assets.

Set out below are the carrying amounts of right of used assets recognised and the movements

during the year.
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17 Lease (continued)
17.1 Right of use assets

As at 1 January 2019
Additions

Depreciation expense

As at 31 December 2019

Building
MVR

11,755,688

(293,892)

11,461,795

Set out below are the carrying amounts of rent labilities and the movements during the year.

Building
17.2 Lease Liabilities MVR
As at 1 January 2019 11,755,688
Additions -
Accretion of interest 149,051
Payments (420,000)
As at 31 December 2019 11,484,739
The following are the amounts recognised in profit or loss:
Depreciations expense of Right of use assets 293,892
Interest expense on lease liabilities 149,051
Total amount recognised in profit or loss 442 944
17.3 Lease Liabilities classification Current Non - current Total
MVR MVR MVR
Lease right - Building 821,965 10,662,774 11,484,739
18 Financial instruments - fair values and risk management

Accounting classifications and fair values

The following table shows the carrying amounts and fair values of financial assets and financial
liabilities. It does not include fair value information for financial assets and financial liabilities
not measured at fair value if the carrying amount is a reasonable approximation of fair value.

Carrying Amount

Financial assets Financial assets Other

As at 31 December under under Financial
2019 amortized cost P&L Liabilities Total

MVR MVR MVR MVR
Financial assets not measured at fair value
Financial assets 97,499,955 s 97,499,955
Trade receivables
(Gross) 2,201,235 - 2,201,235
Other receivables 1,444,818 - 1,444,818
Balances with banks 25,131,645 25,131,645
Total 28,777,699 97,499,955 = 126,277,654
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18 Financial instruments - fair values and risk management (continued)

Carrying Amount

Financial assets Financial assets Other
under under Financial
As at 31 December 2019  amortized cost P&L Liabilities Total
MVR MVR MVR MVR

Financial liabilities not measured at fair value
Advance received from

customers . = 151,350,543 151,350,543
Other payables S 1,037,672 1,037,672
Amounts due to related

parties - 5,250 5,250
Total - 152,393,465 152,393,465
As at 31 December 2018 (restated)

Financial assets not measured at fair value

Financial assets recognized

through P&L 62,119,611 e 62,119,611
Trade receivables (Gross) 1,721,004 ® g 1,721,004
Other receivables 1,741,708 2 = 1,741,708
Balances with banks 67,725,725 = - 67,725,725
Total 71,188,437 62,119,611 2 133,308,048
Financial liabilities not measured at fair value

Advance received from

customers = 151,329,752 151,329,752
Other payables - 1,752,945 1,752,945
Amounts due to related

parties = 5,250 5,250
Total - 153,087,947 153,087,947

MHCL has exposure to the following risks from its use of financial instruments;

a) Credit risk
b) Liquidity risk
c) Currency risk

This note presents information about the company's exposure to each of the above risks. Further,
quantitative disclosures are included throughout the MHCL's financial statements.

(i) Risk Management Framework

The board of Directors has overall responsibility for the establishment and oversight of the MHCL's
risk management framework.

(ii) Credit Risk

Credit risk is the risk of financial loss to the Company if a customer fails to meet its contractual
obligations, and arises principally from the Company's receivables from customers.

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

.19.
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18

Financial instruments - fair values and risk management (continued)

Carrying Amount

As at As at
31-Dec-19 31-Dec-19
MVR MVR
Trade Receivables (Gross) 2,201,235 1,721,004
Other Receivables 1,444,818 1,741,708
Balances with Banks 25,131,645 66,125,725
28,777,698 71,188,437

The Corporation has no significant concentrations of credit risk. It has policies in place to
ensure that sales are made to customers upon advance payments received from them.

Balances With Banks

The Company held Bank balance of MVR 25,131,646/- at 31 December 2019 (2018: MVR
67,725,725/-). These balances are held with banks that Management believes are of high
credit quality and accordingly, minimal credit risk exists.

(iii) Liquidity Risk

Liguidity 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. Management of the Corporation aims to maintain liquidity by maintaining cash balances
to meet short-term requirements. Due to the Covid-19 outbreak the Company may experience
liquidity constraints in the short term. The company is in the process of adjusting the ways to
manage liquidity to respond to the current market turmoil by way of alternative funding
through working capital, negotiating supplier payments, etc.The following are the contractual
maturities of financial liabilities and assets as at reporting date.

As at 31 December 2019 Carrying Between Over
amount 0-12 Months 1 Year
MVR MVR MVR
Trade receivables (Gross) 2,201,235 2,201,235 .
Other receivables 1,444,818 555,468 889,351
Balances with banks 25,131,645 251317645 E
28,777,699 27,888,348 889,351
Advance received from customers 151,350,543 123,364,543 27,986,000
Other payables 1,037,672 1,037,672
Amounts due to related parties 5,250 5,250
152,393,465 124,407,465 27,986,000
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Financial instruments - fair values and risk management (continued)

As at 31 December 2018 (restated)

Trade receivables (Gross)
Other receivables
Balances with banks

Advance received from customers

Other payables
Amounts due to related parties

(iv) Market Risk

Carrying Between Over
amount 0-12 Months 1 Year
MVR MVR MVR
1,721,004 1,721,004
1,741,708 827,799 913,909
67,725,125 67,725,725 B
71,188,437 70,274,528 913,909
25,957,015
151,329,752 125,372,737
1,752,945 1,752,945 :
5,250 5,250 -
153,087,947 127,130,932 25,957,015

Market risk is the risk that change in market price, such as foreign exchange rates and interest
rate 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 optimizing the return.

(v) Currency risk

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

Cash and balances with Banks
Other Payables
Advance received from customers

Cash and balances with Banks
Other Payables
Advance received from customers

2019
MVR usD SAR
3,963,363 1,366,454 97,555
966,875 70,797
151,350,543
156,280,782 1,437,251 97,555
2018 (restated)
MVR UsD SAR
66,245,792 1,431,965 47,968
1,687,398 70,797 5
151,329,752 = .
219,262,942 1,502,762 47,968
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Events after the reporting period

the Covid-19 pandemic that has been spreading in the recent months is expected to impact the
global economy including Maldives. The possible impact of this event on the Company and
these financial statements for the year ended 31 December 2019 cannot be assessed due to
many uncertainties. However, no circumstances have arisen since the reporting date which
may require adjustments to, or disclosure in, the financial statements.

Capital commitments and contingent liabilities

The Company had no significant capital commitments or contingent liabilities as at December
31, 2019.

Restated financial statements
The profit received from investments is apportioned between the corporation and the saving's

account holders of Hajj and Umra. During the year, the Board has decided to that the profit
from investments be held with the company.
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Cost of Sales

Slaughtering Expense

Airline tickets and visas
Allowances to Helpers & Staff
Miscellaneous

Food Expenses

Hotel & Other Accommodations
Luggage and clothes

Medical Expenses
Transportation costs

Taxes

Administrative expenses

Bank charges

Licenses and Permits

Telephone and internet expenses
Other expenses

Professional Fees

Printing and stationary expenses
Utility expenses

Cleaning & Other Equipments
Depreciation

Depreciation of right of use asset
Rent expense

Repairs and maintenance costs
Tea & Refreshment Expenses
Travel expense

Pension expenses

Salaries and allowances
Directors remuneration
Redundancy expenses

Selling and marketing costs

Advertising and promotion

2019 2018

MVR MVR
2,156,338 1,867,914
25,479,353 25,576,851
373,718 383,181
400,276 301,866
2,479,804 2,343,467
40,923,053 39,852,089
1,359,475 1,374,048
431,578 484,994
16,806,417 15,220,971
= 1,638,982
90,410,012 89,044,363
365,668 316,878
7,399 5,700
87,381 80,385
62,171 11,599
190,937 77,750
65,184 91,521
166,630 112,315
6,152 4,790
353,792 308,758

293,892 -

1,373,302 1,526,097
92,136 1,190
12,081 23,350
280,757 66,374
120,893 93,881
3,452,899 3,036,192
382,581 228,796
= 53,340
7,313,862 6,038,916
107,804 129,435
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