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AUDITOR GENERAL’S REPORT 
TO THE SHAREHOLDERS AND BOARD OF DIRECTORS OF STATE ELECTRIC 
COMPANY LIMITED 

Qualified Opinion 
We have audited the accompanying financial statements of State Electric Company Limited 
(the “Company”), which comprise the statement of financial position as at 31st December 
2019, the statements of comprehensive income, changes in equity and cash flows for the year 
then ended and notes to the financial statements, comprising a summary of significant 
accounting policies and other explanatory information set out in pages 4 to 40. 

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

Basis for Qualified Opinion 
1. As per IAS 16, if an item of property, plant and equipment is revalued, the entire class of 

property, plant and equipment to which that asset belongs should be revalued. Further 
revaluations shall be made with sufficient regularity to ensure that the carrying amount 
does not differ materially from the fair value that would be determined at the end of the 
reporting period. Without considering the above applicable accounting guidance, a part 
of property, plant and equipment with a net book value of MVR 434,455,893/- has been 
revalued by an external valuer for MVR 847,932,997/- and a revaluations surplus of 
MVR 413,477,104/- has been recognized in the financial statements as at 31st December 
2011. The revaluation has excluded assets carrying a net book value of MVR 
26,661,392/- as at 31st December 2011 and the Company continued to account these 
assets at their respective netbook values based on historical costs. Further, a subsequent 
revaluation has not been performed since 2011. These accounting practices are not in line 
with IAS 16. Furthermore, we were unable to determine whether any adjustment might 
be required with respect of Property, Plant and Equipment and Revaluation Reserve 
recognized in the financial statements as at 31st December 2019. 
 

2. As disclosed in Note 21.1 to the Financial Statements, the Company has recorded a loan 
taken by the Ministry of Finance from Danida on behalf of the Company with respect to 
4th generation power project as loans and borrowings. The Company has recorded a total 
capital outstanding and interest payable balance of MVR. 1,118,589,953/- as at 31st 
December 2019. An interest expense of MVR. 56,411,645/- has been recognized for the 
year ended 31st December 2019 and an accumulated interest expense of 
MVR.380,028,919/- in the previous years. However, due to lack of any legal contract 
between the parties, we were unable to verify the completeness, existence and accuracy 
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of loans and borrowings, opening retained earnings and the interest expenses as at and 
for the year ended 31st December 2019. 

 
3. As disclosed in Note 14 and 22 to the Financial statements, the Company has recognized 

the Lease liabilities and ROU assets in accordance with IFRS 16 “Leases” as at 31st 
December 2019. However, the leasing arrangements with respect to “Male powerhouse” 
and “Villingili powerhouse” have not been considered in the application of IFRS 16 due 
to the dispute in rent payable to the Government of Maldives. As a result, we were unable 
to determine any adjustments might be required to the financial statements as at and for 
the year ended 31st December 2019. 

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 
responsibilities under those standards are further described in the 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 accordance with the IESBA Code.  

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our qualified opinion. 

Emphasis of Matter – Restatement of Comparative Balances 
We draw our attention to Note 35 to the financial statements, which indicates that that the 
comparative information presented as at and for the year ended 31st December 2018 has been 
restated. Our opinion is not modified in respect of this matter. 

Responsibilities of the Board of Directors for the Financial Statements 
The Board of Directors (“the Board”) is responsible for the preparation and fair presentation of 
the financial statements in accordance with IFRSs, and for such internal control as the Board 
determines is necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
In preparing the financial statements, the Board is responsible for assessing the Company’s 
ability to continue as a going concern, disclosing, as applicable, matters related to going 
concern and using the going concern basis of accounting unless the Board either intends to 
liquidate the Company or to cease operations, or has no realistic alternative but to do so. 

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 
auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance, 
but is not a guarantee that an audit conducted in accordance with ISAs will always detect a 
material misstatement when it exists. Misstatements can arise from fraud or error and are 
considered material if, individually or in the aggregate, they could reasonably be expected to 
influence the economic decisions of users taken on the basis of these financial statements. 
 

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

• Identify and assess the risks of material misstatement of the financial statements, whether 
due to fraud or error, design and perform audit procedures responsive to those risks, and 

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


 
 

 

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

-3- 

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 the Board.

• Conclude on the appropriateness of the Boards’ 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 auditors’ 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 auditors’ report. However,
future events or conditions may cause the Company to cease to continue as a going concern.

• Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation

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

11th August 2020 

Hassan Ziyath 
Auditor General 
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