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AUDITOR GENERAL'S OFFICE

AUDITOR GENERAL’S REPORT

TO THE SHAREHOLDERS AND BOARD OF DIRECTORS OF ROAD
DEVELOPMENT CORPORATION LIMITED

Opinion
We have audited the financial statements of Road Development 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 give a true and fair view of 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 (IFRSSs).

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 (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 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.

Other matter — comparative information

We draw attention to Note 2.2 of the financial statements, indicating that comparative information is not
available as this is the initial year of the Corporation.
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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
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.

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

o 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.
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Road Development Corporation Limited
STATEMENT OF COMPREHENSIVE INCOME
Two months and seventeen day period ended 31 December 2019

Revenue
Cost of sales
Gross loss

Administrative expenses
Selling and distribution costs
Finance cost

Loss before tax

Business profit tax expense

Loss for the year

Loss per share

Year ended
31.12.2019
Note MVR
3 .
(2,466,673)
(316)
(41,439)
4 (2,508,428)
g 2
(2,508,428)
6 (54.25)

The accounting policies and notes on pages 8 to 21 form an integral part of the financial statements.




Road Development Corporation Limited
STATEMENT OF FINANCIAL POSITION
As at 31 December 2019

Assets

Non-current assets
Property, plant and equipment
Right-of-use assets

Current Assets
Inventory

Other receivables

Cash and bank balances

Total assets

Equity and liabilities
Share capital and reserves
Share capital

Accumulated loss

Total equity

Non-current liabilities

Lease liabilities

Current liabilities
Trade and other payables
Lease liabilities

Total liabilities

Total equity and liabilities

31.12.2019
Note MVR

7 613,362
8.1 1,903,067
2,516,429

9 44,540
10 56,933
11 141,849
243,322

2,759,751

13 2,177,350
(2,508,428)
(331,078)

8.2 1,114,253
1,114,253

12 987,734
8.2 988,842
1,976,576

3,090,829

2,759,751

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

Signed for and on behalf of the board by,

Name of the Director

MR. AHMED MARZOOQ

18 March 2021
Male'

Signature

.'/

UZ. MOOSA ALI MANIK




Road Development Corporation Limited
STATEMENT OF CHANGES IN EQUITY
Two months and seventeen day period ended 31 December 2019

Share Accumulated Total
capital loss equity
MVR MVR MVR
Balance as at 15 October 2019 2,177,350 - 2,177,350
Loss for the year E (2,508,428) (2,508,428)
Balance as at 31 December 2019 2,177,350 (2,508,428) (331,078)

The accounting policies and notes on pages 8 to 21 form an integral part of the financial statements.




Road Development Corporation Limited
STATEMENT OF CASH FLOWS
Two months and seventeen day period ended 31 December 2019

2019

Note MVR
Operating activities
Loss for the year (2,508,428)
Adjustments to reconcile profit to net cash flows
Non-cash
Depreciation and amortisation 168,987
Finance cost 41,439
Operating loss before working capital changes (2,298,002)
Working capital adjustments
Increase in inventory (44,540)
Increase in trade and other receivables (56,933)
Increase in trade and other payables 987,734
Cash flows used in operating activities (1,411,741)
Business profit tax paid -
Net cash flows used in operating activities (1,411,741)
Investing activities
Acquisition of property, plant and equipment (623,760)
Net cash flows used in investing activities (623,760)
Financing activities
Proceeds from call in arrears 2,177,350
Net cash flows from financing activities 2,177,350
Net decrease in cash and cash equivalents 141,849
Cash and cash equivalents at the beginning of the year -
Cash and cash equivalents at 31 December 11 141,849

The accounting policies and notes on pages 8 to 21 form an integral part of the financial statements.




Road Development Corporation Limited
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019

1. Corporate information

Road Development Corporation Limited (RDC) was incorporated in 15 October 2019 as a manufacturing
Corporation, which is a state-owned corporation with 100% shares owned by the Government of
Maldives. The address of its registered office is MSL Building 1 st floor, Orchid Magu, Male’, Republic of
Maldives.

Principal activities and nature of operations
The principal purpose of the Corporation is to promote construction of roads.

2.1 Basis of preparation

The financial statements of the Corporation have been prepared in accordance with International
Financial Reporting Standards (IFRSs) 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 (MVR) and all values are rounded to nearest integral, except when otherwise indicated.

2.2 Comparative information
The accounting policies have been applied by the Corporation in accordance with IAS 01 - Presentation of
Financial Statements. Comparative information is not available as this is the initial year.

2.3 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, including 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 and liabilities affected in future periods.

Estimates and assumptions

Leases- Estimating the incremental borrowing rate

Since the Corporation cannot readily determine the interest rate implicit in the lease, it uses its
incremental borrowing rate (IBR) to measure lease liabilities. The IBR is the rate of interest that the
Corporation would have to pay to borrow over a similar term, and with a similar security, the funds
necessary to obtain an asset of a similar value to the right-of-use asset in a similar economic
environment.

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 between willing buyers of
similar assets or observable market prices less incremental costs for disposing of the asset.

Conversion of foreign currencies

The Corporation’s financial statements are presented in Maldivian Rufiyaa, which is the Corporation's
functional and presentation currency. Transactions in foreign currencies are initially recorded by the
Corporation 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 reporting date. All differences are taken to the income.
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 c Gy-~are translated using the exchange rates at the date when the fair value is
determined. &




Road Development Corporation Limited
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019

2.4 Changes in accounting policies and disclosures

a. New standards, interpretations and amendments adopted by the Corporation

In these financial statements, the Corporation has applied IFRS 16 Leases effective for annual periods
beginning on or after 1 January 2019, for the first time.

3. Summary of significant accounting policies

a. Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Corporation and the revenue can be reliably measured. Revenue is measured at the fair value of the
consideration received or receivable net of trade discounts and sales taxes. The following specific
criteria are used for the purpose of recognition of revenue.

Sale of goods
Sale of goods are recognized when the corporation has delivered products to the customer, the
customer has accepted the products and collectability of the related receivables is reasonably assured.

Construction Projects

Sales relating to long term contracts are accounted for under the percentage completion method. The
stage of completion is measured by reference to work completion certificates issued after surveys of
work performed for each contract.

Other income
Other income is recognised on an accrual basis.

b. Expenditure recognition

Expenses are recognized 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
recognized in income statement

c. Taxes

Current income tax

Current income 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 reporting date in the countries where
the Group operates and generates taxable income.

Current income 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.




Road Development Corporation Limited
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019

3. Summary of significant accounting policies (Continued)

Deferred tax

Deferred taxation is the tax attributable to the temporary differences that arise when taxation
authorities recognise and measure assets and liabilities with rules that differ from those of the financial
statements. Deferred tax is provided using the liability method on temporary differences at the reporting
date between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes. Deferred tax liabilities are recognised for all taxable temporary differences.

Deferred tax assets are recognised for all deductible temporary differences, unused tax credits and tax
losses carried forward to the extent that it is probable that taxable profit will be available against which
the deductible temporary differences, the unused tax credits and tax losses carried forward can be
utilised. The carrying amount of deferred tax assets is reviewed at each reporting date 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 each reporting
date and are recognised to the extent that it has become probable that future taxable profit will allow
the deferred tax asset to be recovered.

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

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off
current tax assets against current tax liabilities and when the deferred taxes relate to the same taxable
entity and the same taxation authority. Deferred tax items are recognised in correlation to the
underlying transaction either in other comprehensive income or directly in equity.

d. 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
Corporation 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 Corporation is charged on a straight-line basis to write off the cost
over the estimated useful life of the assets as follows:

Plant & Machinery loose tools 33.33%
Furniture and Fitting 10%
Office & Other Equipment 20%

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
income statement in the year the asset is derecognised.

_10-




Road Development Corporation Limited
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019

3. Summary of significant accounting policies (Continued)

e. 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
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.

f. 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 sold in the
ordinary course of the business less the estimated cost of completion and the estimated cost necessary
to make the sale. The value of each category of Inventory is determined on weighted average cost (WAC)
basis.

g. Leases

The Corporation assesses at the inception of the contract whether a contract is, or contains, a lease.
That is, if the contract conveys the right to control the use of an identified asset for a period in exchange
for consideration.

Corporation as a lessee

The Corporation applies a single recognition and measurement approach for all leases, except for short-
term leases and leases of low-value assets. The Corporation recognises lease liabilities to make lease
payments and right-of-use assets representing the right to use the underlying assets.

Right-of-use assets

The Corporation recognises right-of-use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of
right-of-use assets includes the amount of lease liabilities recognised, initial direct costs incurred, and lease
payments made at or before the commencement date less any lease incentives received.

Right-of-use assets are depreciated on a straight-line basis over the shorter of the lease term and the
estimated useful lives of the assets, as follows;

Buildings 02 years

If ownership of the leased asset transfers to the Corporation at the end of the lease term or the cost
reflects the exercise of a purchase option, depreciation is calculated using the estimated useful life of the
asset. The right-of-use assets are also subject to impairment.

Lease liabilities

At the commencement date of the lease, the Corporation recognises lease liabilities measured at the
present value of lease payments to be made over the lease term. The lease payments include fixed
payments (including in-substance fixed payments) less any lease incentives receivable, variable lease
payments that depend on an index or a rate, and amounts expected to be paid under residual value
guarantees. The lease payments also include the exercise price of a purchase option reasonably certain to
be exercised by the Corporation and payments of penalties for terminating the lease, if the lease term
reflects the Corporation exercising the option to terminate. Variable lease payments that do not depend
on an index or a rate are recognised as expenses (unless they are incurred to produce inventories) in the
period in which




Road Development Corporation Limited
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019

3. Summary of significant accounting policies (Continued)
g. Leases (Continued)

Lease liabilities (continued)

In calculating the present value of lease payments, the Corporation uses its incremental borrowing rate at
the lease commencement date because the interest rate implicit in the lease is not readily determinable.
After the commencement date, the amount of lease liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made. In addition, the carrying amount of lease liabilities is
remeasured if there is a modification, a change in the lease term, a change in the lease payments (e.q.,
changes to future payments resulting from a change in an index or rate used to determine such lease
payments) or a change in the assessment of an option to purchase the underlying asset.

Short-term leases and leases of low-value assets

The Corporation applies the short-term lease recognition exemption to its short-term leases of machinery
and equipment (i.e., those leases that have a lease term of 12 months or less from the commencement
date and do not contain a purchase option). It also applies the lease of low-value assets recognition
exemption to leases of office equipment that are considered to be low value. Lease payments on short-
term leases and leases of low-value assets are recognised as an expense on a straight-line basis over the
lease term.

h. Financial Instruments - Initial recognition and subsequent measurement

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 OCl, 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 market place (reqgular way trades) are recognised on the trade date, i.e.,
the date that the Corporation commits to purchase or sell the asset.

Subsequent measurement
For purposes of subsequent measurement, financial assets are classified in four categories:
» Financial assets at amortised cost (debt instruments)

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

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

-12-




Road Development Corporation Limited
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019

3. Summary of significant accounting policies (Continued)

h. Financial Instruments - Initial recognition and subsequent measurement (continued)

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:

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

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

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 receivables.
De-recognition

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 statement of financial
position) when:

» Therights to receive cash flows from the asset have expired

Or

» 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.

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.

-13-




Road Development Corporation Limited
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019

3. Summary of significant accounting policies (Continued)

h. Financial Instruments - Initial recognition and subsequent measurement (continued)

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.

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

Financial liabilities
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 Corporation's financial liabilities include
trade and other payables.

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,

i. Cash and cash equivalents
Cash and cash equivalents in the statement of financial position comprise of cash in hand.

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

j. Government grants

Government grants are initially recognized as deferred income at fair value when there is reasonable
assurance that they will be received, and the Corporation will comply with the conditions associated with
the grant, and are then recognized in profit or loss as other income on a systematic basic over the useful
life of the asset,.

k. Employee benefits

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

-14-




Road Development Corporation Limited
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019

3. Summary of significant accounting policies (Continued)

I. Share capital

Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary
shares are recognized as a deduction from equity.

-15-



Road Development Corporation Limited
NOTES TO THE FINANCIAL STATEMENTS
Two months and seventeen day period ended 31 December 2019

4.1

3 |

Revenue

Project revenues
Product sales

Year ended
31.12.2019

MVR

Revenue, which represent income from product sales, road development project revenue and other

project revenue. There was no revenue fr the year 2019,

Profit from operating activities
stated after charging,

Staff costs (Note 4.1)
Depreciation and amortisation
Director remuneration- Basic
Director remuneration- Allowance

Staff costs

Salaries and wages
Staff allowance
Staff training & development expenses

Business profit tax expense

Current tax on business profit (Note 5.1)
Deferred tax on temporary differences (Note 5.3)
Business profit tax reported in the statement of comprehensive income

Current tax on business profit

Loss before tax

Add: Depreciation charge for the year
Other disallowable expenses

Less: Capital allowances
Other allowable expenses

Taxable profit before adjustments

Less: Tax free allowance

Taxable profit

Business profit tax on taxable profit @ 15%

-16-

1,611,362
168,987
124,833
180,800

708,880
901,482
1,000

1,611,362

MVR

(2,508,428)
168,987




Road Development Corporation Limited
NOTES TO THE FINANCIAL STATEMENT
Two months and seventeen day period ended 31 December 2019

5
5.2

5.3

5.4

5.5

Business profit tax expense (continued)
Deferred tax

The deferred tax is arrived at by applying the Business Profit Tax rate of 15% to the timing
differences as at 31 December.

2019
MVR

On property, plant and equipment .
On voluntary retirement provision =
On debtors general provision -
On other general provision -

Total deferred tax asset as at 31 December -

Movement in deferred tax

Provision reversed during the year

As at 31 December -

Reflected in the statement of financial position as follows:

Deferred tax assets -
Deferred tax liabilities =
Deferred tax assets -

The provision on deferred tax is made on all the temporary differences between the carrying value
of tax base and accounting base. However, during the year deferred tax assets has not been
recognised for the movements of tax losses, property, plant and equipments since future taxable
profits are not probable.

Movement in business profit tax liability 2019
MVR

Business profit tax expense for the year -
Less : Payments made during the year

Business profit tax liability as at 31 December -

(Loss) / earnings per share

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

2019
Loss for the year (MVR) (2,508,428)
RDC HWeighted average number of ordinary shares in issue 46,236
@, 7" /" Loss per share (MVR) 7 (54.25)




7 4 Property, plant and equipment Balance Balance
as at as at
7.1 Gross carrying amounts 15.10.2019 Additions 31.12.2019
At cost MVR MVR MVR
Plant and machinery & loose tools 39,832 39,832
Office& Other Equipment 494,691 494,691
Furniture and fittings . 89,237 89,237
Total value of depreciable assets - 623,760 623,760
7.2 Depreciation Balance Balance
as at Charge for as at
15.10.2019 the year 31.12.2019
MVR MVR MVR
Plant and machinery & loose tools - 207 207
Office& Other Equipment - 9,162 9,163
Furniture and fittings = 1,028 1,028
Total depreciation = 10,397 10,398
Net book value & 613,362
8 Lease
The Corporation has two separate agreements with Maldives National Shipping Limited to lease two
floors from M. Ship Plaza for its office. Lease of buildings generally have a lease term of 2 years. The
Company's obligations under its leases are secured by the lessors' title to the leased assets.
Set out below are the carrying amounts of right of used assets recognised and the movements during
the period.
8.1 Right-of-use assets Bulidings Total
MVR MVR
Value recognised as at 15 October 2019 2,061,656 2,061,656
As at 31 December 2019 2,061,656 2,061,656
Accumulated depreciation
Depreciation for the year 158,589 158,589
As at 31 December 2019 158,589 158,589
Net book value 1,903,067 1,903,067
8.2 Lease Liabilities Bulidings Total
MVR MVR
Value recognised as at 15 October 2019 2,061,656 2,061,656
Accretion of interest 41,439 41,439
As at 31 December 2019 2,103,095 2,103,095
. Classification Interest rate Maturity 2019
ﬁ‘i@% > rrent Buildings 12.00% 2020 988,842
/é’f/ mNON - current Buildings 12.00% 2021 1,114,253
[ .‘1 RDC B E’tal -18- 211631695
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Inventory

Raw material 44,540

Trade and other receivables 2019
MVR

Other Receivable 56,933

56,933

Cash and cash equivalents

Cash in hand 35,611

Cash at bank 106,238
141,849

Trade and other payables

Trade Payable 400,112

Other Payable 587,622
987,734

Share Capital

Authorised share capital

5,000,000 shares of MVR 10/- each 50,000,000

Call in areas

4,782,265 shares of MVR 10/- each (47,822,650)

2,177,350
Issued and fully paid share capital
217,735 shares @ MVR 10/- each 2,177,350

Financial instruments risk management objectives and policies

The Corporation's principal financial liabilities , comprise borrowings and trade and other payables.
The main purpose of these financial labilities is to finance the entity's operations. The Corporation's
principal financial assets include receivables and cash that derive directly from its operations.

The Corporation is exposed to market risk, credit risk and liquidity risk. The Corporation's Board of
Directors oversees the management of these risks. The Corporation's Board of Directors is advises
on the financial risks and provides an appropriate financial risk governance framework for the
Corporation.

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices. Market risk comprises three types of risk: interest rate risk,
currency risk and other price risk, such as equity price risk and commodity risk. Financial
instruments affected by market risk include borrowings and debts.
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14.2

14.3

14.4

Financial instruments risk management objectives and policies (continued)

Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of an exposure will fluctuate
because of changes in foreign exchange rates. The Corporation has transactional currency
exposures. Such exposures arises from purchases ad borrowings of the Corporation in currencies
other than the Corporation's functional currency.

Credit risk

Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument
or customer contract, leading to a financial loss. The Corporation is exposed to credit risk from its
operating activities and from its financing activities.

The Corporation has no significant concentrations of credit risk. Corporation trades only with
recognised, creditworthy third parties. It is the Corporation's policy that all the customers who wish
to trade on credit terms are subject to credit evaluation procedures.

Liquidity risk

The Corporation's objective is to maintain a balance between continuity of funding and flexibility
through the use of credit facilities and related party borrowings. As a part of its overall prudent
liquidity management, the Corporation aims to maintain sufficient level of cash and cash
equivalents to meet its working capital requirement.

Due to the COVID-19 outbreak the Corporation may experience liquidity constraints in the short

term. The following are the contractual maturities of financial liabilities and assets as at reporting
date.

As at 31 December 2019 Carrying Less than 3 Over 1 year
MVR MVR MVR

Other receivables 56,933 56,933

Balances with banks 141,849 141,849 -

Trade and other payables 987,734 987,734 .

987,734 987,734 =
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14.5 Capital risk management
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16

Capital includes the equity share capital and accumulated reserves. The Corporation's objective is to
maintain a healthy capital ratio in order to support the business and maximise the shareholder value.

The Corporation manages its capital structure and makes adjustments to it, in lights of changes in
Corporation's operations. To manage capital structure Corporation may use dividend payment to
shareholders, return capital to shareholders or raise new capital.

The Corporation monitors capital using a gearing ratio which is net debt divided by total equity. The
Corporation's policy is to keep the gearing ratio between the levels set on a periodic basis. The
Corporation includes within the net debt; trade and other payables less cash and cash equivalents, as
applicable. Total capital includes share capital. The gearing ratios at 31 December are as follows:

2019

MVR
Trade and other payables 987,734
Less: Cash and cash equivalents (141,849)
Net debt 845,885
Total equity (331,078)
Capital and net debt 514,807
Gearing ratio 164%

Fair value of financial assets and financial liabilities

The fair value of short-term financial assets and liabilities approximate their carrying value because
of their immediate or short-term maturity. The Directors believe the fair value of long-term financial
assets would not differ significantly from their carrying amount recorded in the statement of
financial position.

Events occurring after the reporting period

The COVID-19 pandemic that has been spreading in the recent months has impacted the Maldivian
and global economy. The possible impact of this event on the Corporation and these financial
statements for the year ended 31 December 2019 cannot be assessed due to many uncertainties.

Other than the above, there have been no material events occurring after the reporting period, that
require adjustments to or disclosure in the financial statements.
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2019
MVR
I Administrative expenses
Directors remuneration - basic 124,833
Directors remuneration - allowance 180,800
Basic salaries 708,880
Staff allowances 901,482
Retirement pension 36,144
Staff training and development 1,000
Utilities 12,762
Telephone and communication 6,721
Repair and maintenance 181,880
General admin expense 93,467
Depreciation 10,398
Depreciation on right-of-use asset 158,589
Fines 2,467
Professional fees 47,250
2,466,673
Il Selling and distribution expenses
Sales and marketing 316
316
Il Finance cost
Lease interest 41,439
41,439
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