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Independent Auditors™ Report
To the Sharecholders of Housing Development Finance Corporation PLC

Opinion

We have audited the accompany g financial statements of Housing Development Finance Corporation
PLC (“the Company™), which comprise the statement of financial position as at 31" December 2023,
the statements of comprehensive income, changes in equity and cash flows for the period then ended
and notes to the financial statements, comprising material accounting policies and other explanatory

information sel oul in pages 5 to 64.

In our apinion, the accompanying financial statements give a true and fair view of the financial position
of the Company as at 31* December 2023 and of its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards (“IFRSs").

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“1SAs™). Our
responsibilities under those standards are further described in the Asditors”™ Responsibilities for the
Auwdit 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 (including International Independence Standards), (“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 suflicient and appropriate to provide a basis for our opinion.

Key Audit Matiers

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of
our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.

1. Allowance for expected credit losses

(Refer to the accounting policies and critical accounting estimates, assumptions and judgments in note
4.2 4 of the financial statements)

Risk Description Cur Response

We performed audit procedures to gain assurance
on the process of estimaling the impairment
allowance on loans advances. Our response in
this area included, evaluating the aceounting
interpretations for compliance with IFRS 9 and
testing the adjustments and disclosures.

IFRS 9 Financial Instruments requires
impairment based on expected credit losses
(“ECL").

High degree of complexity and judgement are
involved in estimating expected credit loss of
MVR 62,851,226/ against loans and advances as

at 31* December 2023.
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To the Shareholders of Howsing Bevelopment Finance Corperation PLC

Key Audit Marters (Continued)

. Allowanee for expected credit losses (Continued)

Risk Description

| Our Response

Allowance for expected credit losses is a key
audit matter due to the significance of the
receivable to the financial statement and the
inherent complexity of the Company’s ECL
model used 1o measure ECL allowances.

Key judgements and estimates in respect of the
timing and measurement of ECL include;

Judgments over the grouping of loans and
advances based on the similar risk
characteristics.

Allocation of assets to stage 1, 2, or 3 using
criteria in accordance with the accounting

standard;

Accounting interpretations and modelling
assumptions used to build the models that
calculate the ECL;

Completeness and accuracy of data used 1o
calculate the ECL;

Inputs and assumptions used to estimate the
impact of multiple economic scenarios;

Completeness and valuation of post model
adjustments;

Measurements of individually assessed
provisions including the assessment of
multiple scenarios; and

Accuracy and adequacy of the financial
statement disclosures.

Assessing the design. implementation
and operating effectiveness of key
controls over impairment provision of
loans and advances.

Evaluating the management process over
identifications contracts to be assessed,
evaluation of the inputs, assumptions and
adjustmems to the ECL.

Challenging the criteria used 1o allocate
an asset 1o stage 1, 2 or 3 i accordance
with IFRS 9; this includes peer
benchmarking to assess staging levels.
Testing loans and advances in stage |, 2
and 3 to verify that they were allocated to
the appropriate stage.

Challenging the key assumptions,
evaluating the reasonableness of the key
judgments and estimates used by the
management with the assistance of own
IFRS 9 specialists. This Includes
assessing the appropriateness of model
design, formulas used, recalculating the
Probability of Default, Loss Given
Default and Exposure at Default for a
sample of models.

Assessing the completeness, accuracy
and relevance of data used for the ECL
calculation.

Assessing  the  completeness  and
appropriateness of the assessment of
required post model adjustments.

Assessing  appropriateness  of  the
accounting policies based on the
requirements of IFRS 9 and the adequacy
and appropriateness of disclosures for
compliance with the accounting
standards.
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Other Information

The Board of Direclors (the "Board") is responsible for the other information. The other information
comprises the information included in the annual report. but docs not include in the financial statements
and our auditors' report thereon. The annual report is expected 10 be made available 10 us after the date
of this auditors’ repori.

Our opinion on the financial statements does not cover the other information and we will nol express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so. consider whether the other
information is materially inconsistent with the financial statements or our knowledge obtained in the
audit, or otherwise appears 1o be materially misstated.

When we read the annual report, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to the Board.

Responsibilities of 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 IFRSs, and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free to be reviewed from material misstatement, whether
due to fraud or error.

In preparing the financial statements, the management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the Company
or 1o cease operations, or has no realistic alternative but 1o do 50,

Those charged with governance are responsible for overseeing the Company’s financial reporting
processes.

Auditors' Responsibilitics 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 1o fraud or error, and 1o 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 1SAs 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 1SAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

» ldentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive 1o 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.

LFY]
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Auditor's Responsibilities for the Audit of the Financial Statements (Continued).

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

» Evaluate the appropriatencss of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Board.

* Conclude on the appropriateness of the Board's use of the going concemn basis of accounting and,
based on the audit evidence obtained. whether a material unceriainty exisis related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concemn,

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 (o cease o continue
as @ going concerm.

# Evaluate the overall presentation, structure and content of the financial statemems, including the
disclosures, and whether the financial statements represent the underlying wransactions and events
in & manner that achieves fair presentation,

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

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, actions
taken to eliminate threats or safeguards applied.

From the matters communicated with the Board, we determine those matters that were of most
significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditors' report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should
not be communicaied in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication,

Ali Muaaz
Audit License No: IACM-IL-FQ1
For and on behall of KPMG Maldives

29" April 2024
Male'



HOUSING DEVELOPMENT FINANCE CORPORATION PLC

(INCORPORATED IN THE REPUBLIC OF MALDIVES)
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED

Interest income
Interest expense
Net interest income

Net income on shari'ah products
Fee income

Other income

Total Operating Income

Salaries and personnel expenses

Recognition of provision for impairment loss on loans and advances
Reversal of modification loss on loans and advances

Other operating expenses

Total Operating Expenses Including Impairment Provision

Profit before income tax
Income tax expense

Profit for the year
Basic earning per share

Figures in brackets indicate deductions

Note

6.1
6.3

o]

10
11
12
13

14

15

31/12/2023 31/12/2022
MVR MVR
144,110,421 146,729,195
(45355,915)  (47.821,738)

98,754,506 98,907,457
34,752,146 33,937,734
4,165,890 3,813,799
1,953,884 2,796,427
139,626,426 139,455,417
(11,904,237)  (10,489,660)
(11,340,010)  (1,992,757)
(2,209,324) 6,892,659
(9,511,604)  (9,318,088)
(34,965,175)  (14,907,846)
104,661,251 124,547,571
(16,443,469)  (16,484,182)
88217782 _ 108,063,389
5.54 6.78

The financial statements are to be read in conjunction with the related notes, which form an integral part of the
financial statements of the Company set out on pages 5 to 64. The Report of the Independent Auditors is given

on pages 1 to 4.



HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
STATEMENT OF FINANCIAL POSITION

AS AT 311272023 31/12/2022
Notes MVR MVR
ASSETS
Cash and cash equivalents 16 285,031,820 548,182,660
Loans and advances 17 1.395.575.022 1.636,354,256
Financial assets st amortized cost 18 310,676,963 205,259,460
Property, plant and equipment 19 2,594.251 2883633
Right-of-use nssets 20 4,276,355 6,537,083
Intangible assets 21 2119,193 1,933 885
Other assels 22 6,067,162 7,281,981
Deferred Tax Asset 14.4 8,966,361 7445610
TOTAL ASSETS 2.215.307.127 2.415,878.574
LIABILITIES
Deposits from costomers 23 81,834,400 81,401,050
Debt securities in issue 24 536,084,617 564,273,781
Other borrowed funds 25 446,628,834 504,024,042
Other liabilities 26 284,416,492 394,499,389
Lease liabilities 27 06,299,932 8352 349
Current tax liabilities 14.3 6,524,645 8,027,604
TOTAL LIABILITIES 1.361,788.9%6 1.650,578.215
SHAREHOLDERS' EQUITY
Share capital 28 159,375,000 159,375,000
General reserve 284 15,000,000 15,000,000
Capital reserve 285 50,000,000 -
Retained eamings 629,143,141 590,925,359
TOTAL SHAREHOLDERS' EQUITY §53.518,141 765,300,359
TOTAL EQUITY AND LIABILITIES 2,215.307,127 2.415878,574

The figures in bracket indicate deductions.

The financial statements are to be read in conjunction with the related notes, which form an integral pan of the
financial statements of the Company set out on pages 5 10 64. The Report of the Independent Auditors is given

on pages | to 4.

These financial statements were approved by the Board of Directors and signed on its behalf by;

Aishath Shizna
Chairman - Audit Commiitee

29" April 2024

Ahmed Zeenad
Managing Director



HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31°" DECEMBER 2023

Share General Capital Retained Total

capital reserve reserve earnings

MVR MVR MVR MVR MVR
As at 1 January 2022 159,375,000 15,000,000 - 545,815,095 720,190,095
Profit for the year - - - 108,063,389 108,063,389
Total Comprehensive Income for the Year - - - 108,063,389 108,063,389
Transactions with owners of the Company
Dividend declared during the year (Note 28.3) - - - (62,953,125) (62,953,125)
Transactions with owners of the Company - - - (62,953,125) (62,953,125)
As at 31" December 2022 159,375,000 15,000,000 - 590,925,359 765,300,359
As at 1 January 2023 159,375,000 15,000,000 - 590,925,359 765,300,359
Profit for the year - - - 88,217,782 88,217,782
Total Comprehensive Income for the Year - - - 88,217,782 88,217,782
Trasfered to Capital Reserve (Note 28.5) - - 50,000,000  (50,000,000) -
As at 31% December 2023 159,375,000 15,000,000 50,000,000 629,143,141 853,518,141

The figures in bracket indicate deductions.

The financial statements are to be read in conjunction with the related notes, which form an integral part of the financial statements
of the Company set out on pages 5 to 64. The Report of the Independent Auditors is given on pages 1 to 4.



HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
STATEMENT OF CASH FLOW

FOR THE YEAR ENDED 31°" DECEMBER 2023

Cash flows from operating activities
Profit before tax

Adjustments for:

Depreciation on property, plant and equipment
Depreciation on right-of-use assets

Impairment losses on financial assets

Recognized/ (Reversal) of modification loss of loans and advances
Amortization of intangible assets

Interest expense on lease liabilities

Loss on disposal of property, plant and equipment
Reversal of the interest income of stage 3 customers
Interest expenses & Amna investors' profit share
Interest income & income from shari'ah products
Operating loss before working capital changes
Changes in working capital:

Decrease in loans and advances to customers
Increase / (decrease) in other assets

Increase in other liabilities

Increase in deposits from customers

Cash generated from operating activities

Interest received

Interest paid

Income tax paid

Net cash generated from operating activities

Cash flows from investing activities
Purchases of property, plant and equipment
Purchases of intangible assets

Proceed from disposal of property, plant and equipment
Net investments on treasury bills during the year

Net cash used in investing activities

Cash flows from financing activities
Repayments of debt securities in issue

Repayments of other borrowed funds
Proceeds from debt securities in issues
Proceeds from other borrowed funds

Dividend paid

Repayment of lease liabilities

Net cash used in financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

The figures in bracket indicate deductions.

31/12/2023 31/12/2022
Notes MVR MVR

104,661,251 124,547,571
19 728,053 396,973
20 1,047,174 1,100,484
11 11,340,010 1,992,757
12 2,209,324 (6,892,659)
21 311,559 68,339
6 601,137 738,737
3,290 -
17.2 212,524 745,066
83,090,707 84,669,073
(214,775,120)  (215,960,789)
(10,570,091) (8,594,448)

23,519,184 90,138,993
1,214,819 (137,158)
(74,091,916) 4,059,914
3,872,204 2,536,007
(56,055,800) 88,003,307
217,576,383 207,618,122

(86,026,117)
143 (19,467,179)

(81,227,013)
(19,840,261)

56,027,287 194,554,155
19 (447268)  (2,411,818)
21 (496,867)  (1,927,500)
5,306 -

(104,720,568)  (234,566,424)

(105,659,397)

(238,905,742)

(25,058,784)
(278,128,903)

126,498,800
(35,990,980)
27 (838,863)

(14,057,536)
(138,119,203)

126,498,300
(39,445,300)
(701,264)

(213,518,730)

(65,824,503)

(263,150,840)
548,182,660

(110,176,090)
658,358,750

16 285,031,820

548,182,660

The financial statements are to be read in conjunction with the related notes, which form an integral part of the financial
statements of the Company set out on pages 5 to 64. The Report of the Independent Auditors is given on pages 1 to 4.



HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS

1. REPORTING ENTITY

Housing Development Finance Corporation Public Limited Company (the “Company”) was
incorporated and domiciled in the Republic of Maldives since 28" January 2004. Initially the
Company was incorporated as a stated own enterprise (Housing Development Finance Corporation)
on 28" January 2004, by a Presidential Decree and presently governed under the Companies Act
No. 10 of 1996.

The Company was registered as a public limited company on 9" February 2006 and privatized on
23" July 2008 by signing of a shareholders’ agreement between Government of Maldives,
International Finance Corporation, Asian Development Bank and HDFC Bank Limited (formerly
HDEFC Investments Indi

The registered office of the Company is at 4" Floor, H. Mialani, Sosun Magu, Male', Republic of
Maldives. The Company is engaged in the business of granting housing loans for residential and
commercial purpose.

2. BASIS OF PREPARATION
(a) Statement of Compliance

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

(b) Basis of Measurement

The financial statements have been prepared on the historical cost other than assets and liabilities
measured at fair value and amortised cost.

(¢) Functional and Presentation Currency

These financial statements are presented in Maldivian Rufiyaa, which is the Company’s functional
currency. All financial information presented in Maldivian Rufiyaa has been rounded to the nearest
rufiyaa.

(d) Use of Estimates and Judgements

The preparation of the financial statements in conformity with IFRSs requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ from these
estimates. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimates are revised and in any
future periods affected.

A. Judgements

Information about significant areas of estimation uncertainty and critical judgements in applying
accounting policies that have the most significant effect on the amounts recognised in the financial
statements are included in the following notes.



HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS

2. BASIS OF PREPARATION (CONTINUED)
A. Judgements (continued)

- establishing the criteria for determining whether credit risk on the financial assets has increased
significantly since initial recognition, determining the methodology for incorporating forward-
looking information into the measurement of ECL and selection and approval of models used to
measure ECL. (Refer note 30.1.2)

- classification of financial assets: assessment of the business model within which the assets are held
and assessment of whether the contractual terms of the financial asset are SPPP on the principal
amount outstanding. (Refer note 3.2.2)

B. Assumptions and estimation uncertainties

Information about assumptions and estimation uncertainties that have a significant risk of resulting
in a material adjustment in the year ended 3 1% December 2023 is included in the following notes.

- impairment of financial instruments: determination of inputs into the ECL measurement model,
including key assumptions used in estimating recoverable cash flows and incorporation of forward-
looking information. (Refer note 30.1.2.3)

(e) Going Concern

The Board has made an assessment of the Company's ability to continue as a going concern and are
satisfied that it has the resources to continue in business for the foreseeable future. Furthermore, the
Board is not aware of any material uncertainties that may cast significant doubt upon the Company's
ability to continue as a going concern and it does not intend either to liquidate or to cease operations
of the Company. Therefore, the financial statements continue to be prepared on the going concern
basis.

3. CHANGES IN MATERIAL ACCOUNTING POLICIES

The Company adopted Disclosure of Accounting policies (Amendments to IAS 1 and IFRS Practise
Statement 2) from 1% January 2023. Although the amendments did not result in any changes to the
accounting policies themselves, they impacted the accounting policy information disclosed in the
financial statements.

The amendments require the disclosure of 'material’, rather than 'significant', accounting policies. The
amendments also provide guidance on the application of materiality to disclosure of accounting
policies, assisting entities to provide useful, entity-specific accounting policy information that users
need to understand other information in the financial statements. However, this change had not impact
to the Company's financial statements for the year ended 31 December 2023.

In addition, a number of new standards are effective from 1% January 2023, but they do not have a
material effect on the Company's financial statements.

4. MATERIAL ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements and have been applied consistently by the Company except if mentioned
otherwise in note 3 to the Financial Statements.

4.1. Transactions in Foreign Currency

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 translations are recognized in profit or
loss.

10



HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS

4. MATERIAL ACCOUNTING POLICIES (CONTINUED)
4.1.Transactions in Foreign Currency (Continued)

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.

4.2.Financial assets and liabilities
4.2.1. Amortised cost and effective interest rate

The amortised cost is the amount at which the financial asset or financial liability is measured at
initial recognition minus the principle repayments, plus or minus the cumulative amortisation using
effective interest rate method of any difference between that initial amount and the maturity amount
and, for financial assets, adjusted for any loss allowance.

Effective interest rate is the rate that exactly discounts estimated future cash payments or receipts
through the expected life of the financial asset or financial liability to the gross carrying amount of
a financial asset ( i.e. its amortised cost before any impairment allowance ) or to the amortised cost
of a financial liability. The calculation does not consider expected credit losses and, the loan
processing fees since the amount is immaterial. When the Company revises the estimates of future
cash flows, the carrying amount of the respective financial assets or financial.

4.2.2. Interest income

Interest income is calculated by applying the effective interest rate to the gross carrying amount of
financial assets, except for the financial assets that have subsequently become credit-impaired ( or
stage 3), for which interest revenue is calculated by applying the effective interest rate to their
amortised cost (i.e. net of the expected credit loss provision).

4.2.3. Initial recognition and measurement

Financial assets and financial liabilities are recognised when the Company becomes a party to the
contractual provisions of the instrument. Regular way purchases and sales of financial assets are
recognised on trade-date, the date on which the Company commits purchase or sell the asset.

At initial recognition, the Company measures a financial asset or financial liability at its fair value
plus or minus, in the case of a financial asset or financial liability not at fair value through profit or

loss, transaction costs that are incremental and directly attributable to the acquisition or issue of the
financial asset or financial liability, such as fees and commissions. Immediately after initial
recognition, an expected credit loss allowance (ECL) is recognised for financial assets measured at
amortised cost, as described in note 4.2.4, which results in an accounting loss being recognised in
profit or loss when an asset is newly originated.

When the fair value of financial assets and liabilities differs from the transaction price on initial
recognition, the entity recognises the difference as follows:

11



HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS

4. MATEERIAL ACCOUNTING POLICIES (CONTINUED)
4.2. Financial assets and liabilities (Continued)

4.2.3. Initial recognition and measurement (Continued)

(a) When the fair value is evidenced by a quoted price in an active market for an identical asset or
liability (i.e. a Level 1 input) or based on a valuation technique that uses only data from
observable markets, the difference is recognised as a gain or loss.

(b) In all other cases, the difference is deferred and the timing of recognition of deferred day one
profit or loss is determined individually. It is either amortised over the life of the instrument,
deferred until the instrument's fair value can be determined using market observable inputs, or
realised through settlement.

4.2.4. Financial assets
(i) Classification

The Company classifies its financial assets at amortised cost. The classification requirements for
debt instruments are described below:

Debt instruments are those instruments that meet the definition of a financial liability from the
issuer's perspective, such as loans, government and corporate bonds.

Classification and subsequent measurement of debt instruments depend on:
a. The Company's business model for managing the asset; and
b. The cash flow characteristics of the asset

On initial recognition, a financial asset is classified as measured at: amortised cost, FVOCI or
FVTPL.

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

- The asset is held within a business model whose objective is to hold assets 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 profit ("SPPP").

Financial assets measured at amortised cost comprise receivables from Murabaha, Istisna'a,
Diminishing Musharaka, Education Financing, balances with Maldives Monetary Authority
("MMA"), cash in hand and balances with banks.

On initial recognition of an equity investment that is not held for trading, the Company may
irrevocably elect to present subsequent changes in fair value in OCI. This election is made on an
investment-by-investment basis. Accordingly, the Company has irrevocably elected to present
subsequent changes in fair value in OCI.

12



HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS

4. MATERIAL ACCOUNTING POLICIES (CONTINUED)

4.2. Financial assets and liabilities (Continued)

4.2.4. Financial assets (Continued)

@) Classification (continued)

Financial assets designated at FVOCI comprise Company's investments in equity shares.

All other financial assets are classified as measured at FVTPL.

Financial assets measured at FVTPL comprise Company's money market placements and some
Wakala and Mudharaba placements which are not SPPP on the principal outstanding.

Business model assessment

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

the stated policies and objectives for the portfolio and the operation of those policies in practice.
In particular, whether management's strategy focuses on earning contractual profit revenue,
maintaining a particular profit rate profile, matching the duration of the financial assets to the
duration of the liabilities that are funding those assets or realising cash flows through the sale of
the assets;

how the performance of the portfolio is evaluated and reported to the Company's management;

the risks that affect the performance of the business model (and the financial assets held within
that business model) and its strategy for how those risks are managed;

how managers of the business are compensated (e.g. whether compensation is based on the fair
value of the assets managed or the contractual cash flows collected); and

the frequency, volume and timing of sales in prior periods, the reasons for such sales and its
expectations about future sales activity. However, information about sales activity is not
considered in isolation, but as paii of an overall assessment of how the Company's stated objective
for managing the financial assets is achieved and how cash flows are realised.

Assessment of whether contractual cash flows are solely payments of principal and profit

For the purposes of this assessment, "principal’ is defined as the fair value of the financial asset on
initial recognition.

'Profit' is defined as consideration for the time value of money and for the credit risk associated
with the principal amount outstanding during a particular period of time and for other basic lending
risks and costs (e.g. liquidity risk and administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are solely payments of principal and profit, the
Company considers the contractual terms of the instrument. This includes assessing whether the
financial asset contains a contractual term that could change the timing or amount of contractual
cash flows such that it would not meet this condition. In making the assessment, The Company
considers:
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HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS

4. MATERIAL ACCOUNTING POLICIES (CONTINUED)

4.2. Financial assets and liabilities (Continued)

4.2.4.Financial assets (Continued)

Assessment of whether contractual cash flows are solely payments of principal and profit (continued)

- contingent events that would change the amount and timing of cash flows;

- leverage features;

- prepayment and extension terms;

- terms that limit the Company's claim to cash flows from specified assets (e.g. non-recourse
financing facilities); and

- features that modify consideration of the time value of money (e.g. periodical reset of profit rates).

The Company holds a portfolio of long-term fixed rate financing facilities for which the Company
has the option to propose to revise the profit rate at periodic reset dates. These reset rights are
limited to the market rate at the time of revision. The borrowers have an option to either accept the
revised rate or redeem the finance facility subject to rebate policy of the Company. The Company
has determined that the contractual cash flows of these financing facilities are solely payments of
principal and profit because the option varies the profit rate in a way that is consideration for the
time value of money, credit risk, other basic lending risks and costs associated with the principal
amount outstanding.

Equity instruments have contractual cash flows that do not meet the SPPP criterion. Accordingly,
all such financial assets are measured at FVOCIL.

Reclassifications

Financial assets are not reclassified subsequent to their initial recognition, except in the period after
the Company changes its business model for managing financial assets.

(ii) Subsequent measurement
Financial assets measured at amortised cost

Assets that are held for collection of contractual cash flows where those cash flows represent solely
payments of principal and interest ('SPPI'), and that are not designated at FVPL, are measured at
amortised cost. The carrying amount of these assets is adjusted by any expected credit loss
allowance recognised and measured as described in note 30.1.2 Interest income from these financial
assets is included in 'Interest and similar income' using the effective interest rate method.

(iii) Impairment

The Company assesses on a forward-looking basis the expected credit loss (‘ECL’) associated with
its debt instrument assets carried at amortised cost with the exposure arising from loan
commitments. The Company recognises a loss allowance for such losses at each reporting date. The
measurement of ECL reflects an unbiased and probability-weighted amount that is determined by
evaluating a range of possible outcomes.
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HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS

4. MATERIAL ACCOUNTING POLICIES (CONTINUED)
4.2. Financial assets and liabilities (Continued)
4.2.4.Financial assets (Continued)

(iii) Impairment (Continued)

(1) The time value for money; and

(i1) Reasonable and supportable information that is available without undue cost or effort at the reporting
date about past events, current conditions and forecasts of future economic conditions.

The Company measures loss allowances at an amount equal to lifetime ECL, except for the following,
for which they are measured as 12-month ECL:

- other financial instruments on which credit risk has not increased significantly since their initial
recognition.

12-month ECL are the portion of lifetime ECL that result from default events on a financial instrument
that are possible within the 12 months after the reporting date. Financial instruments for which 12-
month ECL are recognised are referred to as 'Stage 1 financial instruments'. Financial instruments
allocated to Stage 1 have not undergone a significant increase in credit risk since initial recognition
and are not credit-impaired.

Lifetime ECL are the ECL that result from all possible default events over the expected life of the
financial instrument or the maximum contractual period of exposure. Financial instruments for which
lifetime ECL are recognised but that are not credit-impaired are referred to as 'Stage 2 financial
instruments'. Financial instruments allocated to Stage 2 are those that have experienced a significant
increase in credit risk since initial recognition but are not credit-impaired.

Financial instruments for which lifetime ECL are recognised and that are credit-impaired are referred
to as 'Stage 3 financial instruments'.

Measurement of ECL
ECL are a probability-weighted estimate of credit losses. They are measured as follows:

- financial assets that are not credit-impaired at the reporting date: as the present value of all cash
shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the
contract and the cash flows that the Company expects to receive);

- financial assets that are credit-impaired at the reporting date: as the difference between the gross
carrying amount and the present value of estimated future cash flows;

- undrawn finance commitments: as the present value of the difference between the contractual
cash flows that are due to the Company if the commitment is drawn down and the cash flows
that the Company expects to receive; and

- financial guarantee contracts: the expected payments to reimburse the holder less any amounts
that the Company expects to recover.
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HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS

4. MATERIAL ACCOUNTING POLICIES (CONTINUED)
4.2. Financial assets and liabilities (Continued)
4.2.4.Financial assets (Continued)
Measurement of ECL (Continued)
When discounting future cash flows, the following discount rates are used:

- financial assets other than purchased or originated credit-impaired (POCI) financial assets: the
original effective profit rate or an approximation thereof;

- POCI assets: a credit-adjusted effective profit rate;

- undrawn finance commitments: the effective profit rate, or an approximation thereof, that will
be applied to the financial asset resulting from the finance commitment; and

- financial guarantee contracts issued: the rate that reflects the current market assessment of the
time value of money and the risks that are specific to the cash flows.

Restructured Financial Assets

If the terms of a financial asset are renegotiated or modified or an existing financial asset is replaced
with a new one due to financial difficulties of the borrower, then an assessment is made of whether
the financial asset should be derecognised and ECL are measured as follows.

- if the expected restructuring will not result in derecognition of the existing asset, then the
expected cash flows arising from the modified financial asset are included in calculating the
cash sholtfalls from the existing asset.

- ifthe expected restructuring will result in derecognition of the existing asset, then the expected
fair value of the new asset is treated as the final cash flow from the existing financial asset at
the time of its derecognition. This amount is included in calculating the cash shortfalls from the
existing financial asset that are discounted from the expected date of derecognition to the
reporting date using the original effective profit rate if the existing financial asset.

Credit-Impaired Financial Assets

At each reporting date, the Company assesses whether financial assets carried at amortised cost and
debt financial assets carried at FVOCI are credit-impaired (referred to as 'Stage 3 financial assets').
A financial asset is 'credit-impaired' when one or more events that have a detrimental impact on the
estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:

- significant financial difficulty of the borrower or issuer;

- abreach of contract such as a default or past due event;

- the restructuring of a finance facility by the Company on terms that the Company would not
consider otherwise;
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HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS

3. MATERIAL ACCOUNTING POLICIES (CONTINUED)
4.2. Financial assets and liabilities (Continued)
4.2.4.Financial assets (Continued)

(iii) Impairment (Continued)

Credit-Impaired Financial Assets (Continued)

- it is becoming probable that the borrower will enter bankruptcy or other financial
reorganisation; or

- the disappearance of an active market for a security because of financial difficulties.

A financing facility that has been renegotiated due to a deterioration in the borrower's condition is
usually considered to be credit-impaired unless there is evidence that the risk of not receiving
contractual cash flows has reduced significantly and there are no other indicators of impairment. In
addition, a financing facility provided to an individual customer that is overdue for 120 days or
more is considered credit-impaired even when the regulatory definition of default is different.

Purchased or Originated Credit-Impaired (POCI) Financial Assets
Loss allowances for ECL are presented in the statement of financial position as follows:

- financial assets measured at amortised cost: as a deduction from the gross carrying amount of
the assets;

- finance commitments and financial guarantee contracts: generally, as a provision;

- where a financial instrument includes both a drawn and an undrawn component, and the
Company cannot identify the ECL on the finance commitment component separately from
those on the drawn component: the Company presents a combined loss allowance for both
components. The combined amount is presented as a deduction from the gross carrying amount
of the drawn component. Any excess of the loss allowance over the gross amount of the drawn
component is presented as a provision.

Refer Note 30.1.2 for more details of how the expected credit loss allowance is measured.

Write-off

Financing and debt securities are written off ( either partially or in full) when there is no reasonable
expectation of recovering a financial asset in its entirety or a portion thereof. This is generally the
case when the Company determines that the borrower does not have assets or sources of income that
could generate sufficient cash flows to repay the amounts subject to the write-off. This assessment
is carried out at the individual asset level.

Recoveries of amounts previously written off are recognised when cash is received and are included
in 'impairment losses on financial instruments' in the statement of profit or loss and other
comprehensive income.

Financial assets that are written off could still be subject to enforcement activities in order to comply
with the Company's procedures for recovery of amounts due.
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HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS

4. MATERIAL ACCOUNTING POLICIES (CONTINUED)
4.2. Financial assets and liabilities (Continued)
4.2.4.Financial assets (Continued)

(iii) Impairment (Continued)

Loan commitments

Loan commitments provided by the Company are measured as the amount of the loss allowance
(calculated as described in note 30.1.2.3). The Company has not provided any commitment to
provide loans at a below market interest rate, or that can be settled in cash or by delivering or issuing
another financial instrument.

For loan commitments, the loss allowance is recognised as a provision. However, for contracts that
include both a loan and an undrawn commitment and the Company cannot separately identify the
expected credit loss on the undrawn commitment component from those on the loan component,
the expected credit loss on the undrawn commitment are recognised together with the loss
allowance for the loan. To the extent that the combined expected credit loss exceeds the gross
carrying amount of the loan, the expected credit losses are recognised as a provision.

(iv) Modification of loans

The Company sometimes renegotiates or otherwise modifies the contractual cash flows of loans to
customers. When this happens, The Company assesses whether or not the new terms are
substantially different to the original terms. The Company does this by considering, among others,
the following factors:

- If the borrower is in financial difficulty, whether the modification merely reduces the
contractual cash flows to amounts the borrower is expected to be able to pay.

- Significant extension of loan term when the borrower is not in financial difficulty.
- Significant change in the interest rate.

- Insertion of collateral, other security or credit enhancements that significantly affect the credit
risk associated with the loan.

If the terms are substantially different, the Company derecognises the original financial asset and
recognises a 'new' asset at fair value and recalculates a new effective interest rate for the asset. The
date of renegotiation is consequently considered to be the date of initial recognition for impairment
calculation purposes, including for the purpose of determining whether a significant increase in
credit risk has occurred.

However, the Company also assesses whether the new financial asset recognised is deemed to be
credit-impaired at initial recognition, especially in circumstances where the renegotiation was
driven by the debtor being unable to make the originally agreed payments. Differences in the
carrying amount are also recognised in profit or loss as a gain or loss on derecognition.

If the terms are not substantially different, the renegotiation or modification does not result in

derecognition, and the Company recalculates the gross carrying amount based on the revised cash
flows of the financial asset and recognises a modification gain or loss in profit or loss.
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HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS

4. MATERIAL ACCOUNTING POLICIES (CONTINUED)
4.2. Financial assets and liabilities (Continued)

4.2.4.Financial assets (Continued)
(iv) Modification of loans (Continued)

The new gross carrying amount is recalculated by discounting the modified cash flows at the
original effective interest rate.

(v) Derecognition other than on a modification

Financial assets, or a portion thereof, are derecognised when the contractual rights to receive the
cash flows from the assets have expired, or when they have been transferred and either (i) the
Company transfers substantially all the risks and rewards of the ownership, or (ii) the Company
neither transfers nor retains substantially all the risk and rewards of ownership and the Company
has not retained the control.

4.2.5. Financial liabilities
(i) Classification and subsequent measurement

In both the current and prior period, financial liabilities are classified and subsequently measured
at amortized cost except for loan commitments.

Interest expenses

Interest expense is recorded using the Effective Interest Rate (EIR) method. EIR is the rate that
estimated future cash payments or receipts through the expected life of the financial instruments or
a shorter period, where appropriate, to the net carrying amount of the financial liability.

(ii) Derecognition

Financial liabilities are derecognised when they are extinguished (i.e. when the obligation specified
in the contract is discharged, cancelled or expired). The exchange between the Company and its
original lenders of debt instruments with substantially different terms, as well as substantial
modification of the terms of existing financial liabilities, are accounted for as an extinguishment of
the original financial liability and the recognition of a new financial liability.

The terms are substantially different if the discounted present value of the cash flows under the new
terms, including any fees paid net of any fees received and discounted using the original effective
interest rate is at least 10% different from the discounted present value of the remaining cash flows
of the original financial liability. In addition, other qualitative factors, such as the currency that the
instrument is denominated in, changes in the type of interest rate, new conversion features attached
to the instrument and change in covenants are also taken into consideration. If an exchange of debt
instruments or modification of term is accounted for as an extinguishment, any costs or fees incurred
are recognised as part of the gain or loss on the extinguishment.
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HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS

4. MATERIAL ACCOUNTING POLICIES (CONTINUED)

4.2. Financial assets and liabilities (Continued)
4.2.5.Financial liabilities (Continued)
(ii) Derecognition (Continued)

If the exchange or modification is not accounted for as an extinguishment, any costs or fees incurred
adjust the carrying amount of the liability and are amortised over the remaining term of the modified
liability.

(iii) Interest Rate Benchmark Reform

When the basis for determining the contractual cash flows of a financial asset or financial liability
measured at amortised cost changed as a result of interest rate benchmark reform, the Company
updated the effective interest rate of the financial asset or financial liability to reflect the change
that is required by the reform. A change in the basis for determining the contractual cash flows is
required by interest rate benchmark reform if the following conditions are met:

- the change is necessary as a direct consequence of the reform; and
- the new basis for determining the contractual cash flows is economically equivalent to the
previous basis — i.e. the basis immediately before the change.

When changes were made to a financial asset or financial liability in addition to changes to the basis
for determining the contractual cash flows required by interest rate benchmark reform, the
Company first updated the effective interest rate of the financial asset or financial liability to reflect
the change that is required by interest rate benchmark reform. After that, the Company applied the
policies on accounting for modifications to the additional changes.

4.3.Cash and cash equivalents

Cash and cash equivalents are items which are readily convertible to known amounts of cash and
which are subject to an insignificant risk of changes in value. Cash and cash equivalents include
all Company placements with original maturities of less than three months.

Funds restricted for a period of more than three months on origination are excluded from cash and
cash equivalents. Cash and cash equivalents are carried at amortised cost.

4.4. Offsetting Financial Instruments

Financial assets and financial liabilities are offset and the net amount reported in the statements of
financial position if, and only if, there is currently enforceable legal right to offset the recognized
amounts and there is an intention to settle on a net basis, or to realize the asset and settle the liability
simultaneously. The legal enforceable right must not be contingent on the future events and must
be enforceable in the normal course of business and in the event of default, insolvency or
bankruptcy of the Company or the counter party.

4.5. Property, plant and equipment

All property, plant and equipment is stated at historical cost less depreciation. Historical cost
includes expenditure that is directly attributable to the acquisition of the items.
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4. MATERIAL ACCOUNTING POLICIES (CONTINUED)

4.5. Property, plant and equipment (Continued)

Subsequent costs are included in the asset's carrying amount or are recognised as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item will
flow to the Company and the cost of the item can be measured reliably. All other repairs and
maintenance are charged to other operating expenses during the financial year in which they are
incurred.

Depreciation is calculated using the straight-line method to allocate their cost to their residual values
over their estimated useful lives, as follows:

Leasehold improvements - 10 years
Furniture and fixtures - 5 years
Computer equipment - 5 years
Motor vehicles - 4 years
Office equipment - 3 to 8 years

Leasehold improvements consist of partitions and fixtures on the leasehold properties. These assets
are depreciated over the shorter of their useful life or the lease term, unless the entity expects to use
the assets beyond the lease term. The charge for the depreciation commences from the date on
which the assets are available for use. The assets' residual values and useful lives are reviewed, and
adjusted if appropriate, at each reporting date.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These
are included in other operating income or other operating expenses, as the case may be, in the
income statements.

4.6. Impairment of non-financial assets

Property, plant and equipment and intangible assets are tested for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fair value less costs of disposal and
value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash inflows which are largely independent of the cash
inflows from other assets or groups of assets (cash-generating units). Non-financial assets that
suffered an impairment are reviewed for possible reversal of the impairment at the end of each
reporting period.

4.7. Intangible assets
Costs associated with software are capitalised and amortised using the straight-line method over
estimated useful life of four years. The carrying amount of intangible asset is reviewed annually

and adjusted for permanent impairment where it is considered necessary. All other costs associated
with computer software, e.g. its maintenance, are expensed when incurred.
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4. MATERIAL ACCOUNTING POLICIES (CONTINUED)
4.8. Leases

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A
contract is, or contains, a lease if the contract conveys the right to control the use of an identified
asset for a period of time in exchange for consideration. To assess whether a contract conveys the
right to control the use of an identified asset, the Company uses the definition of a lease in IFRS
16.

Payments made under operating leases are recognized in profit or loss on accrual basis over the
term of the lease. Lease incentives received are recognized as an integral part of the total lease
expense, over the term of the lease.

(i) As a lessee

At commencement or on modification of a contract that contains a lease component, the Company
allocates the consideration in the contract to each lease component on the basis of its relative stand-
alone prices. However, for the leases of property the Company has elected not to separate non-lease
components and account for the lease and non-lease components as a single lease component.

The Company recognises right-of-use assets and a lease liabilities at the lease commencement date.
The right-of-use asset is initially measured at cost, which comprises the initial amount of the lease
liability adjusted for any lease payments made at or before the commencement date, plus any initial
direct costs incurred and an estimate of costs to dismantle and remove the underlying asset or to
restore the underlying asset or the site on which it is located, less any lease incentives received.

The right-of-use assets are subsequently depreciated using the straight-line method from the
commencement date to the end of the lease term, unless the lease transfers ownership of the
underlying asset to the Company by the end of the lease term or the cost of the right-of-use assets
reflect that the Company will exercise a purchase option. In that case the right-of-use assets will be
depreciated over the useful life of the underlying asset, which is determined on the same basis as
those of property and equipment. In addition, the right-of-use assets are periodically reduced by
impairment losses, if any, and adjusted for certain re-measurements of the lease liabilities.

The Company determines its incremental borrowing rate by obtaining interest rates from various
external financing sources and makes certain adjustments to reflect the terms of the lease and type
of the asset leased.

Lease payments included in the measurement of the lease liabilities comprise the following:

- fixed payments, including in-substance fixed payments;

- variable lease payments that depend on an index or a rate, initially measured using the index
or rate as at the commencement date;

- amounts expected to be payable under a residual value guarantee; and
- the exercise price under a purchase option that the Company is reasonably certain to exercise,
lease payments in an optional renewal period if the Company is reasonably certain to exercise

an extension option, and penalties for early termination of a lease unless the Company is
reasonably certain not to terminate early.
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4. MATERIAL ACCOUNTING POLICIES (CONTINUED)

4.8. Leases (Continued)

The lease liabilities are measured at amortised cost using the effective interest method. It is
remeasured when there is a change in future lease payments arising from a change in an index or
rate, if there is a change in the Company's estimate of the amount expected to be payable under a

residual value guarantee, if the Company changes its assessment of whether it will exercise a
purchase, extension or termination option or if there is a revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the
carrying amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of
the right-of-use asset has been reduced to zero.

The Company presents right-of-use assets that do not meet the definition of investment property in
“Right-of-Use Asset” and lease liability in “Lease Liability” in the statement of financial position.

Short-term leases and leases of low-value assets

The Company has elected not to recognise right-of-use assets and lease liabilities for leases of low-
value assets and short-term leases. The Company recognises the lease payments associated with
these leases as an expense on a straight-line basis over the lease term.

4.9. Debt securities in issue

Debt securities in issue include bonds and sukuk issued by the Company. Debt securities are stated at
amortised cost. If the Company purchases its own debt securities in issue, they are removed from the
statement of financial position and the difference between the carrying amount of the liability and the
consideration paid is included in gains arising from early retirement of debt.

The obligation to make future payments of principal and interest to bondholders is carried at amortised
cost until extinguished on maturity of the bonds.

4.10. Other borrowed funds

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are
subsequently carried at amortised cost; any difference between the proceeds (net of transaction costs).
and the redemption value is recognised in the income statement over the period of the borrowings
using the effective interest method.

Fees paid on the establishment of the loan facilities are recognised as transaction costs of the loan to
the extent that it is probable that some or all of the facility will be drawn down. In this case, the fee
is deferred until the draw-down occurs. To the extent there is no evidence that it is probable that some
or all of the facility will be drawn down, the fee is captalised as a pre-payment for liquidity services
and amortised over the period of the facility to which it relates.

Borrowings are removed from the statement of financial position when the obligation specified in the
contract is discharged, cancelled or expired. The difference between the carrying amount of a
financial liability that has been extinguished or transferred to another party and the consideration paid,
including any non-cash assets transferred or liabilities assumed, is recognised in the statement of
comprehensive income as other income or finance costs.
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4. MATERIAL ACCOUNTING POLICIES (CONTINUED)
4.10. Other borrowed funds (Continued)

Borrowings are classified as current liabilities unless the Company has an unconditional right to defer
the settlement of the liability for at least 12 months after the reporting period.

4.11. Customer deposits

Customer accounts are non-derivative liabilities to individuals, state or corporate customers and are
carried at amortised cost.

4.12. Derivative financial instruments

Derivative financial instruments, including currency swaps are carried at their fair value. All
derivative instruments are carried as assets when fair value is positive, and as liabilities when fair
value is negative. Changes in the fair value of derivative instruments are included in profit or loss
for the period (gains less losses on derivatives).

4.13. Provisions for liabilities and charges

Provisions for liabilities and charges are non-financial liabilities of uncertain timing or amount.
They are accrued when the Company has a present legal or constructive obligation as a result of
past events, it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation, and a reliable estimate of the amount of the obligation can be made.
Provisions are measured at the present value of management’s best estimate of the expenditure
required to settle the present obligation at the end of the reporting period. The discount rate used to
determine the present value is a pre-tax rate that reflects current market assessments of the time
value of money and the risks specific to the liability. The increase in the provision due to the passage
of time is recognised as interest expense.

4.14. Trade and other payables

Trade payables are accrued when the counterparty has performed its obligations under the contract
and are carried at amortised cost.

4.15. Share Capital
Ordinary shares are classified as equity.
4.16. Dividends

Dividends on ordinary shares are recognized in equity in the period in which they are approved by
the Company's shareholders.
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4. MATERIAL ACCOUNTING POLICIES (CONTINUED)
4.17. Fiduciary Activities

The Company commonly acts as trustees and in other fiduciary capacities that result in the holding

or placing of assets on behalf of Ministry of Housing, Land and Urban Development (MHUD)
formely Ministry of Housing and Infranstructure (MHI). These assets and income arising thereon are
excluded from these financial statements, as they are not assets of the Company.

4.18. Current and deferred tax

The tax expenses for the period comprises current and deferred tax. Tax is recognised in the income
statement, except to the extent that it relates to items recognised directly in equity.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively
enacted at the balance sheet date. Management periodically evaluates positions taken in tax
computation with respect to situations in which applicable tax regulation is subject to interpretation.
It establishes provisions where appropriate on the basis of amounts expected to be paid to the tax
authorities. The provisions for income tax is based on the elements of income and expenditure as
reported in the financial statements and computed in accordance with the provisions of the Income
Tax Act.

The Company is liable to income tax at rate of 15%, if the taxable profit of the year exceeds MVR
500,000.

Deferred tax is recognised, using the liability method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts in the financial statements. However
deferred income tax is not accounted for if it arises from initial recognition of an asset or liability
in a transaction other than a business combination that at the time of the transaction affects neither
accounting nor taxable profit or loss. Deferred income tax is determined using tax rates that have
been enacted or substantially enacted by the balance sheet date and are expected to apply when the
related deferred income tax asset is realised or the deferred income tax liability is settled.

The recognised deferred tax asset represents income taxes recoverable through future deductions
from taxable profits, and is recorded in the statement of financial position. Deferred tax assets are
recorded to the extent that realisation of the related tax benefit is probable.

The future taxable profits and the amount of tax benefits that are probable in the future are based
on a medium term business plan prepared by management and extrapolated results thereafter. The
business plan is based on management expectations that are believed to be reasonable under the
circumstances.

4.19. Fees, Commissions and other income and expenses
Fees, commissions and other income and expenses items are generally recorded on an accrual basis

by reference to completion of the specific transaction assessed on the basis of the actual service
provided as a proportion of the total services to be provided.
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HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS

4. MATERIAL ACCOUNTING POLICIES (CONTINUED)
4.20. Employee Benefits
(i) Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which the company pays fixed
contributions into a separate entity and will have no legal or constructive obligation to pay further
amounts. The Company contributes 7% of members’ salary into the scheme with an additional,
minimum, 7% of salary being contributed by the members.

(i) Short-term benefits

Short-term employee benefit obligations of the Company are measured on an undiscounted basis
and are expensed as the related service is provided. A liability is recognized for the amount expected
to be paid under short-term cash bonus if the Company has a present legal or constructive obligation
to pay this amount as a result of past service provided by the employee and the obligation can be
estimated reliably.

4.21. Segment Reporting
Segments are reported in a manner consistent with the internal reporting provided to the board of
Directors of the Company. Segments whose revenue results or assets are 10 percent or more of all
the segments are reported separately.

4.22. Presentation of statement of financial position in order of liquidity
The Company does not have a clearly identifiable operating cycle and therefore does not present

current and non-current assets and liabilities separately in the statement of financial position.
Instead, analysis of assets and liabilities by their expected maturities is presented in Note 30.3.3

31% December 2023 Amounts expected to be recovered or settled
Within 12 After 12 months of
months of the .
Assets . the reporting Total
reporting .
. period
period
Cash and cash equivalents 285,031,820 - 285,031,820
Financial assets at amortised cost 310,676,963 - 310,676,963
Loans and advances 37,670,634 1,557,904,388 1,595,575,022
Property, plant and equipment - 2,594,251 2,594,251
Intangible assets - 2,119,193 2,119,193
Right-of-use assets - 4,276,355 4,276,355
Deferred income tax assets - 8,966,361 8,966,361
Other assets - 6,067,162 6,067,162
Total assets 633,379,417 1,581,927,710 2,215,307,127
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HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS

4. MATERIAL ACCOUNTING POLICIES (CONTINUED)

4.22. Presentation of statement of financial position in order of liquidity

315 December 2023 Amounts expected to be recovered or settled
] i e o
Liabilities . the reporting Total
reporting .
. period
period

Deposits from customers 4,742,100 77,092,366 81,834,466
Debt securities in issue 53,005,894 483,078,723 536,084,617
Other borrowed funds 90,143,011 356,485,823 446,628,834
Other liabilities - 284,416,492 284,416,492
Lease liabilities 966,737 5,334,195 6,299,932
Current tax liabilities 6,524,645 - 6,524,645
Total liabilities 155,382,387 1,206,407,599 1,361,788,986

After 12 months of the reporting period

315 December 2022 Amounts expected to be recovered or settled
Within 12 After 12 months of
Assets months qf the the reporting Total
reporting .
. period
period

Cash and cash equivalents 548,182,660 - 548,182,660
Financial assets at amortised cost 205,259,466 - 205,259,466
Loans and advances 43,194,770 1,593,159,486 1,636,354,256
Property, plant and equipment - 2,883,633 2,883,633
Intangible assets - 1,933,885 1,933,885
Right-of-use assets - 6,537,083 6,537,083
Deferred income tax assets - 7,445,610 7,445,610
Other assets - 7,281,981 7,281,981
Total assets 796,636,896 1,619,241,678 2,415,878,574
Liabilities

Deposits from customers 2,158,151 79,242,899 81,401,050
Debt securities in issue 59,377,125 504,896,656 564,273,781
Other borrowed funds 138,465,967 455,558,075 594,024,042
Other liabilities - 394,499,389 394,499,389
Lease liabilities 897,262 7,455,087 8,352,349
Current tax liabilities 8,027,604 - 8,027,604
Total liabilities 208,926,109 1,441,652,106 1,650,578,215

AMENDMENTS TO ACCOUNTING STANDARDS EFFECTIVE BUT NOT YET

ADOPTED

A number of amendments to International Accounting Standards are effective for annual period
beginning after 01% January 2023 and earlier adoption is permitted; however, the Company has not
adopted or early adopted following amended standards in preparing these financial statements.
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HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS

5. AMENDMENTS TO ACCOUNTING STANDARDS EFFECTIVE BUT NOT YET
ADOPTED (CONTINUED).

The following amendments and interpretations are not expected to have a significant impact on
the Company’s financial statements.

Classification of Liabilities as Current or Non-current (Amendments to IAS 1).
Supplier Finance Arrangements (Amendments to IAS 7 and IFRS 7)

Lease Liability in a Sale and Lease back (Amendments to IFRS 16)

Lack of Exchangeability (Amendments to IAS 21)
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(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31°" DECEMBER 2023

6

6.1

6.2

6.3

NET INTEREST INCOME

Interest Income Calculated using the Effective Interest Rate Method

(Note 6.1)

Less: Interest Expense (Note 6.3)
Net Interest Income

Interest Income Calculated using Effective Interest Rate Method

Loans and Advances (Note 6.2)

Investments in Treasury Bills

Interest Income from Loans and Advances

Housing Loans and Advances
Staff Loans

Interest expenses

Other borrowed funds

Debt securities in issue

Deposits from customers

Interest on lease liabilities (Note 26)

NET INCOME ON SHARI'AH PRODUCTS

Revenue from housing facilities
Revenue from short term investments
Fee income

Amna investors' profit share

FEE INCOME

Housing loan processing fees
Other fee income
Management fees

OTHER INCOME

Penalty interest
Insurance commissions

2023 2022
MVR MVR
144,110,421 146,729,195
(45,355,915)  (47,821,738)
98,754,506 98,907,457
129,262,239 134,033,538
14,848,182 12,695,657
144,110,421 146,729,195
129,126,359 133,894,916
135,880 138,622
129,262,239 134,033,538
34,428,759 35,027,833
9,431,518 11,124,508
894,501 930,660
601,137 738,737
45355915 47,821,738
2023 2022
MVR MVR
65375917 62,709,216
5,288,782 6,522,378
2,423,376 2,292212
(38,335,929)  (37,586,072)
34,752,146 33,937,734
2023 2022
MVR MVR
530,439 512,128
201,212 122,597
3,434,239 3,179,074
4,165,890 3,813,799
2023 2022
MVR MVR
1,797,415 2,757,973
156,469 38,454
1,953,884 2,796,427
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10

11

12

12.1

12.2

13

SALARIES AND PERSONNEL EXPENSES 2023 2022
MVR MVR
Salaries and allowances 10,456,086 9,052,794
Contribution to employees pension fund 244,440 188,512
Employee benefit expense amortization 144,708 261,128
Ramadan allowances and bonus 881,961 870,869
Staff medical insurance 177,042 116,357
11,904,237 10,489,660
PROVISION FOR IMPAIRMENT LOSS ON LOANS AND ADVANCES 2023 2022
MVR MVR
Provision recognised during the year (Note 17.2) 11,340,010 1,992,757

MODIFICATION LOSS ON LOANS AND ADVANCES

The following table includes summary information for loans and advances whose cashflows were modified during the year.

2023 2022
MVR MVR
(Recognition) / Reversal of Modification loss during the year (Note 12.2) (2,209,324) 6,892,659

The Company granted moratoriums for its financing facilities as a part of financial support to borrowers on 26" March 2020. For
customers who opted for moratorium, principal repayments during 1> March 2020 to 31% August 2020 were deferred by 6 months. The
simple interest accrued during the moratorium period is to be recovered from the customers within 36 months commencing from
September 2020 or the remaining period of the loan, whichever is lower.

During the year ended 31% December 2023, the Company has recognized a modification loss of MVR 2,209,324/~ on loans and
advances after remeasurement of amortized cost based on expected future cash flows from moratorium interest receivables as at 31*
December 2023. (2022 : Reversal of MVR 6,892,659/-)

th

Following the decision rendered by the Board of Directors during the convened meeting on the 15" of May 2023, the Company has
proposed three options for customers to settle outstanding Moratorium Interest payable balances to HDFC.

These options include the full settlement of the balance on or before the 30" of September 2023, an adjustment of Equated Monthly
Installments (EMI) to align with the total payable amount without altering the tenure, or an extension of the tenure to harmonize with
the total payable amount without modifying the Equated Monthly Installment (EMI).

As a result of selection of the above options by customers, it is imperative to acknowledge the necessity of identifying modification
losses related to loans and advances. This identification stems from the revision of cash flows associated with pertinent financial assets,
encompassing considerations of both the amount and timing of cash flows occurrences. A significant loss from modification of the
loans and advances arise due to the any of three options were selected by the AMNA customers and expected to settle the moratorium
interest at the end of the original loan tenure.

OTHER OPERATING EXPENSES 2023 2022
MVR MVR
Depreciation on right-of-use asset (Note 20) 1,047,174 1,100,484
Professional fees 1,081,928 1,032,962
Listing expenses 686,373 628,775
Amna expenses 1,532,722 728,908
Other expenses 953,962 1,191,839
IPO expenses 115,650 888,042
Depreciation on property, plant and equipment (Note 19) 728,053 396,973
Communication expenses 372,303 314,767
Premises, equipment and establishment expenses 411,396 318,250
IT expenses 1,161,104 692,944
Board remuneration and meeting expenses 615,307 578,383
Amortization on intangible assets (Note 21) 311,559 68,339
Printing and stationary expenses 195,400 198,191
Advertising and marketing expenses 215,119 252,396
Irrecoverable Withholding tax 23,334 702,216
Bank charges 56,930 224,619
Loss on disposal of property, plant and equipment 3,290 -
9,511,604 9,318,088
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FOR THE YEAR ENDED 31°" DECEMBER 2023

14 TAXATION 2023 2022
MVR MVR
Income tax expense (Note 14.1) 17,964,220 18,862,717
Reversal of deferred tax asset during the year (Note 14.4.1) (1,520,751) (2,378,535)
16,443,469 16,484,182
14.1 Reconciliation between Accounting Profit and Taxable Income :
2023 2022
MVR MVR
Profit before tax 104,661,251 124,547,571
Aggregate Disallowable Items 99,952,388 87,926,507
Aggregate Allowable Items (84,352,174)  (86,222,631)
Tax Free Allowance (500,000) (500,000)
Taxable income for the year 119,761,465 125,751,447
Income tax expense at 15% 17,964,220 18,862,717
Effective income tax rate 15% 15%
Effective current tax rate (Note 14.2) 15.71% 13.24%

The taxable profits and income of the Company is liable at the rate of 15% in terms of provisions of the Income Tax Act
No 25 of 2019 which is effective from 1™ January 2020, relevant regulations and amendments thereto. (2022 : 15%)

14.2 Reconciliation of Effective Income Tax Rate

2023 2022
% MVR Y% MVR
Profit before income tax - 104,661,251 - 124,547,571
Income tax for the year 15.00% 15,699,188 15.00% 18,682,136
¥mpact from reconciliation of accounting profit to taxable 216% 2,265,032 0.14% 180,581
income
Deferred taxation -1.45%  (1,520,751) -1.91%  (2,378,535)
Total income tax expense (Note 14) 15.71% 16,443,469 13.24% 16,484,182
14.3 Current tax liabilities
12/31/2023 12/31/2022
MVR MVR
Opening balance 8,027,604 9,005,148
Provisions made during the year (Note 14.1) 17,964,220 18,862,717
Payments made during the year (19,467,179)  (19,840,261)
Closing balance 6,524,645 8,027,604

14.4 Net Deferred Tax Asset

14.4.1 Deferred income tax is calculated on all difference under the liability method. The movement in deferred income tax asset

account is as follows:

31/12/2023 31/12/2022
MVR MVR
Opening balance 7,445,610 5,067,075
Recognized through profit or loss (Note 14) 1,520,751 2,378,535
Closing balance 8,966,361 7,445,610
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14.4
14.4.2

14.4.3

15

16

16.1

16.2

Net Deferred Tax Asset (Continued)

Deferred Tax Asset is Attributable for Following:
31/12/2023 31/12/2022
Temporary Tax Effect Temporary Tax Effect
Difference Difference
MVR MVR MVR MVR
Property, Plant and Equipment 1,454,412 218,162 1,448,710 217,307
Provision for impairment on loans and advances 58,321,324 8,748,199 48,188,686 7,228,303
59,775,736 8,966,361 49,637,396 7,445,610
Reconciliation of temporary differences 31/12/2023 31/12/2022
MVR MVR
Property, plant and equipment
Opening balance 217,307 73,820
Recognized Through Profit or Loss 855 143,487
Closing balance 218,162 217,307
Provision for loan impairment
Opening balance 7,228,303 4,993,255
Recognized Through Profit or Loss 1,519,896 2,235,048
Closing balance 8,748,199 7,228,303
Net deferred tax asset 8,966,361 7,445,610

BASIC EARNINGS PER SHARE

The calculation of the basic earning per share is based on profit after tax attributable to the equity shareholders and
the weighted average number of ordinary shares outstanding during the year.

2023 2022
Profit attributable to the ordinary shareholders of the Company (MVR) 88,217,782 108,063,389
Weighted average number of ordinary shares (Nos.) 15,937,500 15,937,500
Basic Earning per share (MVR) 5.54 6.78

As per the Share split of 1:10 was registered in the year 2023, the number of shares is 15,937,500 (2022 -
1,593,750). Therefore the comparative figures of 2022 have been adjusted accordingly. Prior to the share Split, the
number of shares and EPS in the year 2022 were 1,593,750 and MR 67.8/- respectively.

CASH AND CASH EQUIVALENTS 31/12/2023 31/12/2022
MVR MVR
Cash in hand 6,500 6,500
Balances with other banks 105,146,629 73,406,078
Short term investments (Note 16.1) 70,444,110 185,453,764
Investment In Treasury Bills (Note 16.2) 109,434,581 289,316,318
Cash and cash equivalents for the purpose of statement of cash flows 285,031,820 548,182,660

Short term investments in "General Investments Account" at Maldives Islamic Bank PLC amount to MVR
70,444,110/- (2022 : 185,453,764) for a period of 3 months and are entitled for a profit share in the range of 3%
per annum (2022: 1.95% to 2.56%).

The Company has invested in treasury bills in Ministry of Finance amounting to MVR 109,434,581/~ (2022 -
MVR 289,316,318/-) for a period of 1- 3 months which carry interest rates from 3.50% to 3.87% (2022 : 3.50% to
3.87%)
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17 LOANS AND ADVANCES CARRIED AT AMORTISED
COST

Gross Loans and Advances (Note 17.1)
Less: Impairment Loss Allowance (Note 17.2)
Net Loans and Advances

17.1 Loans and Advances - Product wise Analysis

Conventional housing loans to customers
Housing loans to staff

Diminishing Musharakah

Murabaha

Istisna'

Less: Impairment Loss Allowance (Note 17.2)

Net Loans and Advances

31/12/2023
MVR

31/12/2022
MVR

1,658.,426,248
(62,851,226)

1,689,736,124
(53,381,868)

1,595,575,022

1,636,354,256

31/12/2023
MVR

31/12/2022
MVR

1,081,568,230
3,674,282
266,332,189
289,246
306,562,301

1,137,092,588
3,774,669
141,771,924
364,653
406,732,290

1,658,426,248

1,689,736,124

(62,851,226)

(53,381,868)

1,595,575,022

1,636,354,256

The Company has granted staff loans at 5% interest rate and the staff loan balances are measured at fair

value.

17.2 Movement of Provision for Impairment Loss on Loans and

Advances

Opening balance

Provision recognized during the year (Note 11)

Provision recognized for unrecognized interest income on non-
performing loans and advances

Write-off Specific Provision during the year

Closing balance

18 INVESTMENT SECURITIES MEASURED AT
AMORTISED COST

Investments in Treasury bills (Note 18.1)
Short term investments (Note 18.2)

31/12/2023 31/12/2022
MVR MVR
53,381,868 51,725,693
11,340,010 1,992,757

212,524 745,066
(2,083,176) (1,081,648)
62,851,226 53,381,868

31/12/2023 31/12/2022

MVR MVR
209,884,896 205,259,466
100,792,067 -
310,676,963 205,259,466

18.1 The Company has invested in treasury bills in Ministry of Finance amounting to MVR 319,319,477/-
(2022 - MVR 494,575,784/-) for 6 months to 12 months which carry interest rates from 4.23% to 4.6% .

(2022 - 4.23% to 4.6%).

18.2 Short term investments in "Wakalas" at Maldives Islamic Bank PLC amounting to MVR 45,210,205/-
(2022: Nil) for a period of 6 months and are entitiled for a profit share of 3.5% p.a. (2022 : Nil)
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HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31°" DECEMBER 2023

20

21

21.1

21.2

22

23

RIGHT-OF-USE ASSETS

Right-of-Use assets related to leased properties that do not meet the definition of investment property are presented as

Right-of-Use asset (See note 4.8).

Cost
Opening Balance

Modification During the Year (Note 27.1)

Closing Balance

Accumulated Depreciation
Opening Balance

Charge for the year

Closing Balance

Net Carrying Value

INTANGIBLE ASSETS

Cost

Balance as at 01% January
Additions During the Year
Transferred During the Year

Accumulated Amortization
Balance as at 01% January
Amortisation for the year
Balance as at 31% December

Carrying Value
Balance as at 31% December

31/12/2023  31/12/2022
MVR MVR
10,666,204 10,666,204
(1,213,554) -
9,452,650 10,666,204
4,129,121 3,028,637
1,047,174 1,100,484
5,176,295 4,129,121
4,276,355 6,537,083
Computer Computer 31/12/2023  31/12/2022
Software Under Software Total Total
Development
MVR MVR MVR MVR
1,927,500 1,711,544 3,639,044 1,711,544
496,867 - 496,867 1,927,500
(2,424,367) 2,424,367 - -
- 4,135911 4,135911 3,639,044
- 1,705,159 1,705,159 1,636,820
- 311,559 311,559 68,339
- 2,016,718 2,016,718 1,705,159
- 2,119,193 2,119,193 1,933,885

The Company has purchased computer softwares and cost of the same has recognized as intangible assets and amortized

over 4 years.

The "Computer Software Under Development" represents a ERP system which is currently being developed. ERP refers to
a type of software that will be used to manage day to day business activities as a core operational system which include
accounting, loan management, procurement, CRM, fixed assets and budget control.

OTHER ASSETS

Pre-payments

Staff loans measured at fair value

Accounts receivable

DEPOSITS FROM CUSTOMERS

Equated monthly installment deposits

Borrowers deposits

31/12/2023  31/12/2022
MVR MVR
4,158,470 5,031,555
1,412,832 1,287,857
495,860 962,569
6,067,162 7,281,981
31/12/2023  31/12/2022
MVR MVR
78,134,524 79,014,628
3,699,942 2,386,422
81,834,466 _ 81,401,050

Equated monthly installment deposits are held as contingency to settle the monthly installments in case the borrowers fail to
pay. Equated monthly installment deposits carry fixed interest rate at 1% & 2.5 % per annum. (2022: 1% & 2.5%)
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24

24.1

24.2

DEBT SECURITIES IN ISSUE 31/12/2023 31/12/2022
MVR MVR

Listed and corporate bonds (Note 24.1) 124,510,246 152,689,876

Listed Sukuk (Note 24.2) 411,574,371 411,583,905

536,084,617 564,273,781

Maturity analysis of debt securities in issue
Payable within one year 22,319,307 59,377,125
Payable after one year 513,765,310 504,896,656

536,084,617 564,273,781

Listed and corporate bonds

Listed bonds of MVR 81,390,000/- was raised in July 2018. These bonds carry an interest rate of 7% per
annum for 10 years from the allotment date. Interest payments are made every six months after the date of

allotment, until the bond is fully redeemed. The cumulative redemption as at 31* December 2023 equals to
MVR 54,393,809/-.

Listed bonds of MVR 80,000,000/- were issued in December 2019. These bonds carry an interest rate of 7%
per annum for 10 years from the allotment date. Interest payments are made every six months after the date

of allotment, until the bond is fully redeemed. The cumulative redemption as at 31 December 2023 equals
to MVR 43,566,847/-.

The Company has issued corporate bonds to Allied Insurance Company of the Maldives Private Limited of
MVR 25,000,000/~ with two years maturity and carry an interest rate of 7% per annum during the year ended

31" December 2023. MVR 10,000,000/~ worth one Corporate bond has fully settled during the year ended
31" December 2023.

Listed Sukuk

@i On 27" January 2014, the Company has alloted Mudarabah Sukuk amounting to MVR 22,566,000/- (45,132

Sukuk at a price of MVR 500/- per sukuk) for ten (10) years. Profit is paid every six months from the
allotment date until maturity date.

(i) On 25" October 2017, the Company has alloted Mudarabah Sukuk No. 2, amounting to MVR 89,036,000/-

(89,036 Sukuk at a price of MVR 1,000/~ per sukuk) for ten (10) years). The profit is paid every six months
after the date of allotment, until the maturity date.

(iii) On 5™ December 2019, the Company has allotted Mudarabah Sukuk No. 3, amounting to MVR

126,931,000/- (126,931 Sukuk at a price of MVR 1,000/- per sukuk) for ten (10) years). The profit is paid
every six months after the date of allotment, until the maturity date.

(iv) On 2™ December 2021, the Company has issued Mudarabah Sukuk No. 4, amounting to MVR 168,403,000/-

(168,403 Sukuk at a price of MVR 1,000/- per sukuk) for ten (10) years). The profit is paid every six months
after the date of allotment, until the maturity date.

The funds received from Mudarabah Sukuk No 1, 2, 3 & 4 are utilized in order to fund shari'ah compliant
mortgage housing finance operations under principles and rules of Shari'ah. The profit is shared between
Sukuk holder (Rabb al Mal) and the Company (Mudarib) at a rate of 65% and 35% respectively.
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25

25.1

25.2

25.3

OTHER BORROWED FUNDS 31/12/2023 31/12/2022
MVR MVR

Deutsche Investitutions und Entwicklungs Gesellschaft MBH ("DEG") (Note 25.1) - 11,846,190
Bank of Ceylon PLC (Note 25.2) 140,057,856 150,572,767
Bank of Maldives PLC (Note 25.3) 190,842,732 227,743,578
Habib Bank Limited (Note 25.4) 2,235,623 6,736,024
Wakala facilities (Note 25.5) 66,677,037 128,875,787
Pension benefit scheme fund (Note 25.6) 4,305,586 4,239,696
State Bank of India Limited (Note 25.7) 42,510,000 64,010,000

446,628,834 594,024,042

Maturity analysis of other borrowed funds

Payable within one year 90,143,011 138,465,967
Payable after one year 356,485,823 455,558,075

446,628,834 594,024,042

Deutsche Investitutions und Entwicklungs Gesellschaft MBH (DEG)

During the year 2014, the Company has obtained a loan of MVR 200,460,000/~ from Deutsche Investitutions und
Entwicklungs Gesellschaft MBH ("DEG"). The loan carries an interest of LIBOR + 5%. The loan is repayable in seventeen
semi-annual installments commencing from 15™ June 2015 and ending on 15™ June 2023. The DEG loan is secured by a
first ranking mortgage on the Company’s mortgage portfolio and charged over the account in the Maldives into which
proceeds of the loan were disbursed and from which housing loans were disbursed. The borrowing is denominated in
United States Dollars. This loan was fully settled during 2023.

Bank of Ceylon PLC - Male' branch

The Company has obtained a loan facility of MVR 150,000,000/- per the agreement dated 15" March 2016 from Bank of
Ceylon PLC for the purpose of providing mortgage housing loans. The loan carries an interest at the rate of 1 month
treasury bill rate + 2.3% per annum during the grace year and second year onwards an interest at 6 months treasury bill rate
+ 2.3% per annum (Floor rate - 5.5% and cap rate - 9.00%). This loan is repayable in semi-annual installments
commencing after one year grace period and ended in March 2022. The Company shall ensure a minimum 150% security
coverage. The borrowing is denominated in Maldivian Rufiyaa.

The Company has obtained a loan facility of MVR 150,000,000/- per the agreement dated 20" June 2021 from Bank of
Ceylon for the purpose of providing mortgage housing loans. The loan carries an interest at the rate of 1 month treasury bill
rate + 2.3% which is 5.8% per annum during the grace year and second year onwards an interest at 6 months treasury bill
rate + 2.3% which is 6.53% per annum (floating a floor rate of 5.5% per annum will be applied). This loan is repayable in
semi-annual installments commencing after one year grace period and ending in December 2027. The Company shall
ensure a minimum 150% security coverage. Further, the Company received remaining amount of the loan amounting to
MVR 126,500,000/~ during the year 2022. The borrowing is denominated in Maldivian Rufiyaa.

Term loans from Bank of Maldives PLC

The Company has obtained a loan of MVR 150,000,000/- per the agreement dated 3¢ April 2013 from Bank of Maldives
for the purpose of providing mortgage housing loans. The loan carries an interest at a rate of 8.5% per annum and
repayable in monthly instalments commencing from the first utilization date (November 2013) for 10 years ending on
October 2023. The loan is secured by the Company’s mortgage portfolio created out of proceeds of this facility. The
borrowing is denominated in Maldivian Rufiyaa. This loan was fully settled during 2023.

The Company has also obtained a loan of MVR 100,000,000/~ per the agreement dated March 2019 from Bank of
Maldives for the purpose of providing mortgage housing loans. The loan carries an interest at a rate of 8.5% per annum and
repayable in monthly instalments commencing from the first utilization date (March 2019) for 10 years ending in March
2029. The loan is secured by the Company’s mortgage portfolio created out of proceeds of this facility. The borrowing is
denominated in Maldivian Rufiyaa.
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25.3

254

25.5

OTHER BORROWED FUNDS (CONTINUED)
Term loans from Bank of Maldives (continued)

Further, the Company has obtained a loan of MVR 150,000,000/- per the agreement entered in December
2020 from Bank of Maldives for the purpose of providing mortgage housing loans. The loan carries an
interest at a rate of 9% per annum and repayable in monthly instalments for a 10 years period commencing
from December 2020 to November 2030. The Company has received second disbursement on 19" April
2021 and third disbursement on 30" June 2021 by MVR 50,000,000/- each. The loan is secured by the
Company’s mortgage portfolio created out of proceeds of this facility. The borrowing is denominated in
Maldivian Rufiyaa.

Habib Bank limited (HBL)

The Company has obtained a loan facility of MVR 22,500,000/- per the agreement dated 4 July 2019 from
Habib Bank Limited for the purpose of providing mortgage housing loans. The loan carries an interest rate of
8% or 6 month T-Bill rate + 2.3% per annum, whichever is higher. Interest rate is reset semi-annually
(January and July) by taking the 6 month T-Bill rate of the last day of the preceding month (if the T-Bill rate
is on the higher side). The loan is repayable in ten semi-annual installments starting from December 2019
and the interest is payable on a monthly basis. The Company shall ensure a security coverage ratio of at least
150% of the outstanding loan amount. The borrowing is denominated in Maldivian Rufiyaa.

‘Wakala facilities

During 2015 and 2016 Maldives Hajj Corporation Limited has invested MVR 60,000,000/~ with the
Company with a target yield of 10% - 11% per annum for 5 years. After the end of the initial investment
period, such facilities have been renewed for another 5 years.

In May 2019, Amana Takaful Plc invested MVR 5,000,000/- for two years with a target yield of 6.5%.This
facility has been renewed for another 2 years in May 2021. In October 2018 MVR 5,000,000/- was invested
by Amana Takaful with a maturity of two years with a target yield of 6% and renewed for another 2 years
upon maturity. This facility has been fully settled in October 2022. Further in February 2019 MVR
7,000,000/- was invested by Amana Takaful with a maturity of two years. This has a target yield of 6%. Such
facility has been renewed for another 2 years in February 2021. The total facility fully settled during the year
2023.

During the year 2017, Bank of Maldives has invested MVR 17,188,262/- in an approved investment
amounting MVR 50,000,000/~ with a profit target of 8% per annum. Upon maturity this has been rolled over
for two more years in June 2019. Bank of Maldives invested the balance undrawn Wakala facility of MVR
20,632,646/- and MVR 12,179,092/- in January 2019 and February 2019 respectively. This Wakala facility
from BML Islamic can be rolled over for maximum tenor of 10 years from the initial date of disbursement.
The wakala facilities are denominated in Maldivian Rufiyaa.The total facility fully settled during the year
2023.

Ayady Takaful invested MVR 5,000,000/- with the Company in April 2021 for two years with a target yield
of 7% and the Company has renewed this facility on 5t April 2023 for another two years.
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26

26.1

OTHER BORROWED FUNDS (CONTINUED)
Pension benefit scheme fund

The Company has signed an MOU with Maldives Pension Administrative Office (MPAO) to establish a general
working arrangement between MPAO and the Company to facilitate the collateralization of accumulated
Retirement Saving Account (RSA) for the purpose of paying the down payment in obtaining home finance for the
members of MRPS. Under this scheme, eligible applicants are able to collateralize the accumulated savings in
RSA as down payment for home finance (end user). The amount that can be collateralized ( “collateralized
amount”) as down payment will be determined by MPAO and disbursed to the Company. The determination of the
eligibility for home finance and acceptability of collateralized amount will be made and decided by the Company.
Accrued interest at 4.9% per annum is payable to MPAO semi-annually. Also, the amount received from MPAO
will be repaid over the tenure of the individual loans to the end user semi-annually.

State Bank of India (SBI)

The Company has obtained a loan of MVR 150,000,000/- per the agreement dated 5™ October 2017 from SBI for
the purpose of providing mortgage housing loans. The loan carries an interest at a rate of 8% per annum and
repayable in 8 years on semi-annual basis. The SBI loan is secured by the Company’s mortgage portfolio created
out of proceeds of this facility. The borrowing is denominated in Maldivian Rufiyaa.

OTHER LIABILITIES 31/12/2023 31/12/2022
MVR MVR

Ministry of Housing and Infrastructure - GED Islamic fund (Note 26.1) 2,542,607 1,032,203
Ministry of Housing and Infrastructure - MHI Islamic fund (Note 26.2) 22,543,424 12,162,492
Ministry of Housing and Infrastructure - MHUD Conventional fund (Note 26.3) 6,092,837 3,075,843
Ministry of Housing and Infrastructure 704 - Conventional fund (Note 26.4) 58,841,253 67,936,032
Ministry of Housing and Infrastructure CMEC - Housing funds (Note 26.5) 26,716,775 20,604,864
Ministry of Housing and Infrastructure GED Con - Housing funds (Note 26.6) 115,348,199 160,926,592
Social Scheme Fine Receivables 90,975 -
Insurance premium payable 5,055,555 4,192,157
Amounts received from customers in advance 14,267,604 6,128,487
Accruals and other liabilities 5,502,214 3,438,480
Employees pension contribution 66,325 255,535
Amount received from Ministry of Finance (Note 26.7) - 51,407,000
Dividends payable 27,348,724 63,339,704

284,416,492 394,499,389

Ministry of Housing and Infrastructure - GED Islamic fund

In accordance with the agreement dated 16" February 2014, the Company manages and administers loan schemes
under which the Company, as a custodian receives funds from the Ministry of Housing, Land and Urban
Development (MHUD) formely Ministry of Housing and Infranstructure (MHI). The purpose of the fund is to
construct houses in islands under the Company Amna's Islamic outreach program. The initial Islamic Housing
Fund approved for this program was MVR 100,000,000/- treated as a revolving grant for investment with a profit
share of 65% to the Company and 35% to the Islamic Housing Finance Scheme Fund. The fee income earned from
the fund is included in Net income on shari'ah products.
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26.3
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26.5

26.6

26.7

OTHER LIABILITIES (CONTINUED)
Ministry of Housing and Infrastructure - MHI Islamic fund

The Company has been appointed as the sole representative to act on behalf of the Ministry of Housing, Land and
Urban Development (MHUD) formerly Ministry of Housing and Infrastructure (MHI) in matters related to the
scheme as a collecting agent. the Company to use their best effort to obtain monthly instalments due under the
Islamic financing facility and all records of collections should be maintained separately. The accumulated fund after
deducting the agency fee shall be released to the Ministry upon receiving written request from the Ministry.

The Company has started managing new housing loans / facilities during December 2017. The Company was
appointed as the sole representative to act on behalf Housing, Land and Urban Development (MHUD) formerly
Ministry of Housing and Infrastructure (MHI) in matters related to the scheme as a collecting agent. the Company to
use their best effort to obtain monthly instalments due and all records of collections should be maintained
separately. The accumulated fund after deducting the agency fee shall be released to the Ministry upon receiving
written request from the Ministry. This scheme is for 25 years period.

Ministry of Housing and Infrastructure - MHUD Conventional fund

Since 2008, the Company manages and administers conventional loan scheme under which the Company, as a
custodian received funds from the Ministry of Housing, Land and Urban Development (MHUD) formerly Ministry
of Housing and Infrastructure (MHI). The Company receives a management fee of 1.75% per annum on the
outstanding balance of the loan at the end of every month.

Ministry of Housing and Infrastructure - 704 - Conventional fund

The Company has been appointed as the sole representative to act on behalf of the Ministry of Housing, Land and
Urban Development (MHUD) formerly Ministry of Housing and Infrastructure (MHI) in matters related to the
scheme as a collecting agent. the Company to use their best effort to obtain monthly instalments due under the
facility and all records of collections should be maintained separately. The accumulated fund after deducting the
agency fee shall be released to the Ministry upon receiving written request from the Ministry.

Ministry of Housing and Infrastructure - CMEC - Conventional fund

The Company has been appointed as the sole representative to act on behalf of the Ministry of Housing, Land and
Urban Development (MHUD) formerly Ministry of Housing and Infrastructure (MHI) in matters related to the
scheme as a collecting agent. the Company to use their best effort to obtain monthly instalments due under the
facility and all records of collections should be maintained separately. The accumulated fund after deducting the
agency fee shall be released to the Ministry upon receiving written request from the Ministry.

Ministry of National Planning, Housing and Infrastructure - GED, MHUD, 704 Flat & MHI

The Ministry of Housing, Land and Urban Development (MHUD) formerly Ministry of National Planning, Housing
and Infrastructure ("MNPHI"), on behalf of the Government of Maldives, has decided to offer an affordable limited

loan scheme under tha name, "Gedhoruveriya Loan". In accordance with the agreement dated g™ August 2021, the
Company has received funds amounting to MVR 175,000,000/-. The Company has to manage and administrate each
loan granted under this loan scheme. The management fee of MVR 250/- will be charged per active account on
monthly basis.

Amount received from Ministry of Finance

As per the letter received from the Ministry of Finance on 31% January 2023 the total amount is due for full
settlement by 30" April 2023. The first installment of MVR 10 Million was paid on 20" F ebruary 2023. The ond

installment of MVR 20 Million and the final payment of MVR 21.4 Million settled on 30" March 2023 and 27"
April 2023 respectively. The total facility fully settled during the year 2023.
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(b)

28.4

LEASE LIABILITES 31/12/2023 31/12/2022
MVR MVR

Opening Balance 8,352,349 9,053,613
Interest expense for the year (Note 6.3) 601,137 738,737
Modification During the year (Note 27.1) (1,213,554) -
Principal repayment during the year (838,863) (701,264)
Interest repayment during the year (601,137) (738,737)
Closing Balance 6,299,932 8,352,349

Extension Options

Some property leases contain extension options exercisable by the Company up to one to ten years before the end of the non-
cancellable contract period. The extensions held are exercisable only when both parties mutually agreed. The Company assesses at
lease commencement date whether it is reasonably certain to exercise the extension options. The Company reassesses whether is
reasonably certain to exercise the option if there is a significant event or significant changes in circumstances within control.

Modification of lease liabilities

As per the Renewed lease agreement for the lease of 4A, 4B (4™ floor), and Basement godown of H. Mialani, Sosun Magu, Malé,
Republic of Maldives, the lessee and lessor have agreed to continue for another 5 years with the same lease installment as agreed in
the previous agreement.

Current Liability
Lease Liabilities 965,737 897,262
Non Current Liability
Lease Liabilities 5,334,195 7,455,087
Amounts recognized in Statement of Comprehensive Income
- Depreciation on Right of Used assets 1,047,174 1,100,484
- Interest on Lease Liabilities 601,137 738,737
Amounts recognized in Statement of Cash Flows
1,440,000 1,440,000
Analysis of Undiscounted cash flows and interest
Future Minimum Lease Interest
Payments
31/12/2023 31/12/2022 31/12/2023 31/12/2022

Less than One Year 1,461,000 1,572,000 495,263 674,738
Between One and Five Years 5,824,000 7,383,000 927,570 1,585,147
More than Five Years 455,000 1,755,000 17,235 97,766

7,740,000 10,710,000 1,440,068 2,357,651

SHARE CAPITAL

Authorized

The authorized share capital comprises of 32,125,000 ordinary shares of MVR. 10/- each (2022 : 3,212,500 of MVR. 100/- each).
During the year the company had registered a share split of 1:10 increasing the number of shares from 3,212,500 of MVR. 100/- each to
32,125,000 shares of MVR 10/- each. The share split was approved by the shareholders in the year 2022.

Issued and Fully Paid

Issued and fully paid share capital comprises 15,937,500 of MVR 10/- each as at 31" December 2023. (2022 : 1,593,750 of MVR. 100/-
each).

Dividends and Voting Rights

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share at
shareholders' meetings of the Company.

During the year, the Company has not declared any dividends. Following dividend were declared during the year ended 31 December
2022.

Final dividend of 12.50 per share amounting to MVR 19,921,875/- was declared from the profit carned during the year ended 31"
December 2021.

Interim and Final dividend of 27/- per share amounting to MVR 43,031,250/~ was declared from the profit earned during the year
ended 31 December 2022.

General Reserves

General reserve represents the amount set aside from the Company's profits to meet future (known or unknown) obligations. The
general reserve are not used to declare dividends.
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28.5 Capital Reserve

Capital Reserve represents the amount set in accordance with the Regulation on Finance Business
(2021/R-132) issued by the Maldives Monetary Authority (MMA). The company maintains an equal
amount to the licensee’s minimum required capital.

29 SEGMENT ANALYSIS

Operating segments are components that engage in business activities that may earn revenues or incur
expenses, whose operating results are regularly reviewed by the Board of Directors, and for which
discrete financial information is available.

(a) Description of products and services from which each reportable segment is identified

The Company is organized on the basis of two main business segments:
(i) Conventional financing service — representing conventional housing finance services; and
(i1) Islamic services — representing Amna house related scheme and sukuk and other shari'ah compliant

(b) Factors that management used to identify the reportable segments

The Company’s segments are strategic business units that focus on different customers. They are
managed separately because each business unit requires different strategies and service level.

(c) Measurement of operating segment profit or loss, assets and liabilities

The Board of Directors review financial information prepared based on the requirements of internal
reporting. Such financial information differs in certain aspects from International Financial Reporting
Standards:

(1) funds are generally allocated between segments;

(i1) income taxes are not allocated to segments;

(iii) loan provisions are recognized based on management judgement and availability of information, and
(iv) commission income relating to lending is recognized immediately rather than deferred using the
effective interest method; and

The board of directors evaluate the performance of each segment based on the net income before
administrative expenses and tax.

(d) Information about reportable segment profit or loss, assets and liabilities

Segment information for the reportable segments for the year then ended on 31% December 2023 is set

out below:
As at 31% December 2023 Conventional Islamic Unallocated Total
MVR '000 MVR '000 MVR '000 MVR '000

Loans and advances 1,056,481 539,094 - 1,595,575
Cash and cash equivalents 153,952 131,080 - 285,032
Non-current assets - - 4,713 4,713
Financial assets at amortised cost 310,677 - - 310,677
Right-of-use assets - - 4,276 4276
Other assets - - 15,034 15,034
Total assets 1,521,110 670,173 24,023 2,215,307
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29 SEGMENT ANALYSIS (CONTINUED)

(d) Information about reportable segment profit or loss, assets and liabilities (continued)

As at 31* December 2023 Conventional Islamic Unallocate Total
MVR MVR MVR MVR
000 000 000 000
Deposits from customers 57,693 24,141 - 81,834
Debt securities in issue 124,510 411,575 - 536,085
Other borrowed funds 379,952 66,677 - 446,629
Other liabilities 206,999 25,086 52,331 284,416
Lease liabilities - - 6,300 6,300
Current tax liabilities - - 6,525 6,525
Total liabilities 769,154 527,479 65,156 1,361,789
Capital expenditure - - 447 447
Capital expenditure represents additions to non-current assets other than financial instruments and deferred tax
assets.
For the year ended 31° December 2023 Conventional Islamic Unallocate Total
MVR MVR MVR MVR
000 000 000 000
External revenues:
- Interest / profit share 144,110 70,665 - 214,775
- Fee and commission income 4,166 2,423 - 6,589
- Other operating income 1,954 - - 1,954
Total revenues 150,230 73,088 - 223,318
Interest expense / profit share (45,356) (38,336) - (83,692)
Reversal of provision for impairment loss on loans and 2387 (13,727) - (11,340)
advances
Reversal of modification loss on loans and advances - (2,209) - (2,209)
Depreciation and amortization - - (1,040) (1,040)
Administrative and other operating expenses (17,651) (2,725) - (20,376)
Income tax expense - - (16,443) (16,443)
Profit for the year 89,610 16,091 (17,483) 88,218
Segment information for the reportable segments for the year and then ended on 31* December 2022 is set out
below:
As at 31* December 2022 Conventional Islamic Unallocate Total
MVR MVR MVR MVR
000 000 000 000
Loans and advances 1,107,912 528,442 - 1,636,354
Cash and cash equivalents 313,185 234,997 - 548,182
Non-current assets - - 4,818 4,818
Financial assets held-to-maturity 205,259 - - 205,259
Right-of-use assets - - 6,537 6,537
Other assets - - 14,728 14,728
Total assets 1,626,356 763,439 26,083 2,415,878
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(d) Information about reportable segment profit or loss, assets and liabilities (continued)

As at 31% December 2022 Conventional  Islamic Unallocated Total
MVR MVR MVR MVR
000 000 000 000
Deposits from customers 57,487 23914 - 81,401
Debt securities in issue 152,690 411,584 - 564,274
Other borrowed funds 465,148 128,876 - 594,024
Other liabilities 251,689 13,022 129,788 394,499
Lease liabilities - - 8,352 8,352
Current tax liabilities - - 8,028 8,028
Total liabilities 927,014 577,396 146,168 1,650,578
Capital expenditure - - 2,412 2,412

Capital expenditure represents additions to non-current assets other than financial instruments and deferred tax assets.

For the year ended 31% December 2022 Conventional  Islamic Unallocated Total
MVR MVR MVR MVR
000 000 000 000
External revenues:
- Interest / profit share 146,729 69,232 - 215,961
- Fee and commission income 3,813 2,292 - 6,105
- Other operating income 2,796 - - 2,796
Total revenues 153,338 71,524 - 224,862
Interest expense / profit share (47,822) (37,586) - (85,408)
Reversal of provision for impairment loss on loans and (1,993) ) ) (1,993)
advances
Recognition of modification loss on loans and advances 6,893 - - 6,893
Depreciation and amortization - - (772) (772)
Administrative and other operating expenses (17,414) (1,622) - (19,036)
Income tax - - (16,484) (16,484)
Profit for the year 93,004 32,316 (17,256) 108,064

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

(i) Overview

The Company has exposure to the following risks from its use of financial instruments:
= Credit risk

= Liquidity risk

= Market risk

The Company’s activities expose it to a variety of financial risks and those activities involve the analysis, evaluation,
acceptance and management of some degree of risk or combination of risks. Taking risk is core to the financial
business, and the operational risks are an inevitable consequence of being in business. the Company’s aim is
therefore to achieve an appropriate balance between risk and return and minimize potential adverse effects on the
Company’s financial performance.
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30.1

30.1.1

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)
(i) Overview (continued)

The Company’s risk management policies are designed to identify and analyze these risks, to set
appropriate risk limits and controls, and to monitor the risks and adherence to limits by means of reliable
and up-to-date information systems. the Company regularly reviews its risk management policies and
systems to reflect changes in markets, products and emerging best practice.

(i) Risk Management Framework

Risk management is carried out by the Company under policies approved by the Board of Directors. the
Company identifies and evaluates financial risks in close co-operation with the Company's operating
unit. The Board provides written principles for overall risk management, as well as written policies
covering specific areas, such as credit risk and liquidity risk. In addition, internal audit is responsible for
the independent review of risk management and the control environment. The most important types of
risk are credit risk, liquidity risk, market risk and other operational risk. Market risk includes currency
risk and interest rate risks.

Credit risk

The Company takes on exposure to credit risk, which is the risk that a counterparty will cause a financial
loss for the Company by failing to discharge an obligation. Credit risk is the most important risk for the
Company’s business; management therefore carefully manages its exposure to credit risk. Credit
exposures arise principally in lending activities that lead to loans and advances. There is also credit risk
in off-balance sheet financial instruments, such as loan commitments.

Credit policies were formulated covering the Company's credit activities and establishment of individual
limits of authority for initiating, reviewing and approving credit.

A credit Committee comprising the Managing Director ,Operations Director, Head of Finance, Senior
Manager Credit, Senior Manager Islamic Finance and Senior Manager IT meets regularly to discuss
credit proposals in line with credit policies.The credit Committee also reviews non-performing assets,
documentation and other credit related issues.

Credit risk measurement

Loans and advances ( including loan commitments)

The estimation of credit exposure for risk management purpose is complex and requires the use of
models, as the exposure varies with changes in market conditions, expected cash flows and the passage
of time. The assessment of credit risk of a portfolio of assets entails further estimations as to the
likelihood of defaults occurring, of the associated loss ratios and of default correlations between
counterparties. the Company measures credit risk using Probability of Default (PD), Exposure at Default
(EAD) and Loss Given Default (LGD). This is similar to the approach used for purposes of measuring
Expected Credit Loss (ECL) under IFRS 9.

30.1.2 Expected credit loss measurement

IFRS 9 outlines a 'three-stage' model for impairment based on change in credit quality since initial
recognition as summarized below:

- A financial instrument that is not credit-impaired on initial recognition is classified in 'Stage 1' and has

its credit risk continuously monitored by the Company.

- If a significant increase in credit risk ('SICR') since initial recognition is identified, the financial

instrument is moved to 'Stage 2' but is not yet deemed to be credit-impaired. Please refer to note 30.1.2.1
for a description of how the Company determines when a significant increase in credit risk has occurred.
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Credit risk (continued)
Expected credit loss measurement (continued)

If the financial instrument is credit-impaired, the financial instrument is then moved to 'Stage 3'. Please
refer to note 30.1.2.2 description of how the Company defines credit-impaired and default.

Financial instruments in stage 1 have their ECL measured at an amount equal to the proportion of lifetime
expected credit losses that result from default events possible within the next 12 months. Instruments in
Stage 2 or 3 have their ECL measured based on expected credit losses on a lifetime basis. Please refer to
note 30.1.2.3 for a description of inputs, assumptions and estimation techniques used in measuring the
ECL.

A pervasive concept in measuring ECL in accordance with IFRS 9 is that it should consider forward-
looking information. Note 30.1.2.4 includes an explanation of how the Company has incorporated this in
its ECL models.

Further explanation is also provided of how the Company determines appropriate grouping when ECL is
measured on a collective basis ( refer note 30.1.2.5).

The following diagram summarises the impairment requirements under IFRS 9:

Change in credit quality since initial recognition

Stage 1 Stage 2 Stage 3
(Initial recognition) (Significant increase in credit risk (credit impaired assets)
since the initial recognition)
12 months expected credit Lifetime expected credit losses Lifetime expected credit losses
losses

The key judgements and assumptions adopted by the Company in addressing the requirements of the
standard are discussed below:
Significant increase in credit risk

The Company considers loans and receivables have experienced significant increase in credit risk when
the arrears are past due for more than 30 days.

Definition of default and credit-impaired assets

The Company defines a financial instrument as in default, which is fully aligned with the definition of
credit-impaired when the borrower is more than 120 days past due states on its contractual payments.

The default definition has been applied consistently to model the Probability of Default (PD), Exposure at
Default (EAD) and Loss Given Default (LGD) throughout the Company’s expected loss calculations.

90 days default presumption is rebutted considering historical behavior. Over 120 days is taken as default
considering significant number of facilities that were over 120 days remained in over 120 days bucket.
This rebuttal will be monitored and reviewed by credit department on an annual basis to ensure it is

Measuring the ECL - Explanation of inputs, assumptions and estimation techniques

The Expected Credit Loss (ECL) is measured on either a 12-month (12M) or lifetime basis depending on
whether a significant increase in credit risk has occurred since the initial recognition on whether an asset is
considered to be credit-impaired. Expected credit losses are the discounted product of the Probability of
Default(PD), Exposure at Default(EAD), and Loss Given Default(LGD), defined as follows:
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Credit risk (continued)
Measuring the ECL - Explanation of inputs, assumptions and estimation techniques (Continued)

The PD represents the likelihood of a borrower defaulting on its financial obligation (as per "Definition
of default and credit-impaired" above), either over the next 12 months (12M PD), or over the remaining
lifetime (Life time PD) of the obligation. PIT PD (Point-in-time Probability of Default) is calculated
using duration or hazard rate approach (Makov chain approach) and TTC PD (Through-the-Cycle
Probability of Default) is derived from average empirical matrix from 2015 to 2023.

EAD is based on the amounts the Company expects to be owed at the time of default, over the next 12
months (12M EAD) or over the remaining lifetime (Lifetime EAD). For example, for a revolving
commitment, the Company includes the current drawn balance plus any further amount that is expected
to be drawn up to the current contractual limit by the time of default, should it occur.

LGDs are determined based on the factors which impact the recoveries made post default. Historical
LGD is used for facilities outside Male'. Since there were no adequate history of default in Male'
facilities, LGD is computed based on the projected collateral values, historical discounts to market/
book values to forced sales, time to repossession and recovery cost observed. When arriving the present
value of cash flows after default, the Company applies 50% and 75% haircut to the market value of the
collateral to estimate force sale values for the facilities less than 12 months in arrears and 24 months in
arrears respectively. Force sales values are then deducted from EAD to arrive LGD.

The ECL is determined by projecting the PD, LGD and EAD for each future year and for each
individual exposure or collective segment. These three components are multiplied together and adjusted
for the likelihood of survival (i.e. the exposure has not prepaid or defaulted in an earlier month). This
effectively calculates an ECL for each future year, which is then discounted back to the reporting date
and summed. The discount rate used in the ECL calculation is the original effective interest rate or an
approximation thereof.

The Lifetime PD is developed by applying a maturity profile to the current 12M PD. The maturity
profile looks at how defaults develop on a portfolio from the point of initial recognition throughout the
lifetime of the loans. The maturity profile is based on historical observed data and is assumed to be the
same across all assets. This is supported by historical analysis.

The 12-month and lifetime EADs are determined based on the expected payment profile, which varies
by the product type. For amortising loans, this is based on the contractual repayments owed by the
borrower over a 12 month or lifetime basis. For the loan commitments, the EAD is predicted by taking
current drawn balance and adding a " credit conversion factor" which allows for the expected drawdown
of the remaining limit by the time of default.

Forward-looking economic information is also included in determining the 12-month and lifetime PD,
EAD and LGD. Refer note 30.1.2.4 for an explanation of forward-looking information and its inclusion
in ECL calculations.

Forward looking information incorporated in ECL models

The assessment of SICR and the calculation of ECL both incorporate forward-looking information. the
Company has performed historical analysis and identified the key economic variables impacting credit
risk and expected credit losses for the loan portfolio.

47



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

FOR THE YEAR ENDED 31°" DECEMBER 2023

30
30.1

30.1.2.4

30.1.2.5

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)

Credit risk (continued)

Forward looking information incorporated in ECL models (Continued)

The Company has used a score card approach for further refining the ECL model in order to obtain a more
realistic default rate. The score card incorporates qualitative and quantitative macro-economic factors
which are selected based on the relevancy and appropriateness. Each factor is assigned a weightage based
on the relative interdependence with the default rate. Quantitative factors include GDP growth rate,
inflation, unemployment rate and qualitative factors include management outlook on loan portfolio,
regulatory impact, government policies and industry and business. Quantitative factors are based on
economic data and forecasts published by IMF. Further, the Company has assigned higher weight for worst
case scenario than the best case when assessing the probability weighted forward looking macro-economic
indicators.

The Company performs statistical regression analysis between historical macro economic data (GDP) and
historical credit index. Estimated credit indexes were determined by plugging forecasted macro economic
variables in the factor model developed in the regression analysis. Forecasted PDs were computed by
shifting Through the Cycle (TTC) matrix using estimated credit index.

Economic variable assumptions

The most significant period end assumptions used for ECL estimate as at 31 December 2023 are set out
below.

2024 2025 2026 2027 2028
GDP growth rate 15.60%  16.90% 18.30% 19.60% 21.00%
Inflation 2.70% 2.20% 2.00% 2.00% 2.00%
Unemployment rate 4.50% 4.50% 4.50% 4.50% 4.50%

Source : https://www.imf.org/en/Publications/WEO/weo-database/2023/October/download-entire-database
The weightage assigned for each economic scenario at 31* December 2023 as follows:

Best Base Worst
All portfolios 11% 68% 21%

Set out below are changes to ECL as at 31% December 2023 that would result from reasonably possible
changes in these parameters from actual assumptions used in the Company's economic variable
assumptions.

-1% No change +1%
GDP growth rate 63,014,672 62,851,226 62,685,752
Inflation 63,701,537 62,851,226 61,943,004
Unemployment 60,736,858 62,851,226 64,676,216

Grouping of instruments for losses measured on a collective basis

For expected credit losses provision modelled on a collective basis, a grouping of exposures is performed
on the basis of shared risk characteristics, such that risk exposures within the group are homogeneous.
Both conventional and Amna assets are pooled together as primarily the products are same and considering
the size of portfolio.
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Loss allowance
The loss allowance recognized in the period is impacted by a variety of factors, as described below:

Transfers between Stage 1 and Stages 2 or 3 due to financial instruments experiencing significant increases (or
decreases) of credit risk or becoming credit-impaired in the period, and the consequent “step up” (or “step down”)
between 12-month and Lifetime ECL;

Additional allowances for new financial instruments recognized during the period, as well as releases for financial
instruments de-recognized in the period;

Impact on the measurement of ECL due to changes in PDs, EADs and LGDs in the period, arising from regular
refreshing of inputs to models;

Impacts on the measurement of ECL due to changes made to models and assumptions;
Discount unwind within ECL due to the passage of time, as ECL is measured on a present value basis;

Financial assets derecognized during the period and write-offs of allowances related to assets that were written off
during the period.

The following table explain the changes in the loss allowance between the beginning and end of the annual period
due to these factors:

Loss allowance Stage 1 Stage 2 Stage 3
12-month ECL.  Life time ECL  Life time ECL Total
MVR MVR MVR MVR
Loss allowance as at 1 January 2023 3,353,717 4,153,178 45,874,973 53,381,868
Transfer from Stage 1 to Stage 2 (563,675) 14,029,182 - 13,465,507

Transfer from Stage 1 to Stage 3 - - - -

Transfer from Stage 2 to Stage 1 43,428 (1,555,139) - (1,511,711)
Transfer from Stage 2 to Stage 3 - (1,875,926) 2,406,184 530,258
Transfer from Stage 3 to Stage 1 69,603 - (4,822,999) (4,753,396)
Transfer from Stage 3 to Stage 2 - 4,480,599 (4,514,536) (33,937)
New financial assets originated 242,042 353,726 60,089 655,857
Financial assets settled during the year (177,459) - (138,820) (316,279)
Unrecognized interest on stage 3 assets - - 212,524 212,524
Other movements (695,315) (2,882,910) 4,798,760 1,220,535

Loss allowance as at 31% December

2,272,341 16,702,709 43,876,175 62,851,226
2023
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30.1 Credit risk (continued)

30.1.3 Loss allowance (continued)

The unwind of interest on Stage 3 financial assets is reported within 'Interest income' so that interest income
recognised on the amortised cost (after deducting the ECL allowance).

Loans moved from stage 1 to 2 and stage 2 to 3 contributed to a increase in provision by MVR 4,008,813/-.
The provision was further increased by the increase in the PD rates of stage 3 loans.

The following table further explains changes in the gross carrying amount of the mortgage portfolio to help
explain their significance to the changes in the loss allowance for the same portfolio as discussed above:

Loans and advances

Gross carrying amount as at 1%
January 2023

Transfers:

Transfer from Stage 1 to Stage 2
Transfer from Stage 1 to Stage 3
Transfer from Stage 2 to Stage 1
Transfer from Stage 2 to Stage 3
Transfer from Stage 3 to Stage 1
Transfer from Stage 3 to Stage 2

New financial assets originated

Financial assets settled during the
year

Other movements

Gross carrying amount as at 31"
December 2023

Stage 1 Stage 2 Stage 3
12-month ECL  Life time ECL Life time ECL Total
MVR MVR MVR MVR
1,533,718,868 61,205,578 94,811,678 1,689,736,124
(143,628,110) 140,518,746 - (3,109,364)
16,828,638 (17,222,879) - (394,241)
- (13,815,594) 13,835,480 19,886
17,415,671 - (16,537,467) 878,204
- 21,079,605 (18,159,721) 2,919,884
160,798,761 3,791,482 - 164,590,243
(121,269,408) (8,713,404) (266,141) (130,248,953)
(62,076,232) (20,798,001) 16,908,698 (65,965,535)
1,401,788,188 166,045,533 90,592,527 1,658,426,248
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Credit risk (continued)
Loss allowance (continued)

Loss allowance

Loss allowance as at 1* January 2022

Transfer from Stage 1 to Stage 2
Transfer from Stage 1 to Stage 3
Transfer from Stage 2 to Stage 1
Transfer from Stage 2 to Stage 3
Transfer from Stage 3 to Stage 1
Transfer from stage 3 to stage 2
New financial assets originated

Financial assets settled during the year
Unrecognised interest on stage 3 assets

Other movements

Loss allowance at 31% December 2022

Stage 1 Stage 2 Stage 3
12-month Life time ECL Life time Total
ECL ECL
MVR MVR MVR MVR
4,304,618 19,813,051 27,608,024 51,725,693
(41,999) 1,428,564 - 1,386,565
(44,403) - 1,027,587 983,184
239,555 (4,332,631) - (4,093,076)
- (1,640,128) 3,484,044 1,843,916
- 8,752 (56,957) (48,205)
280,745 - - 280,745
(294,675) (4,632) - (299,307)
- - 745,068 745,068
(1,090,124) (11,119,798) 13,067,207 857,285
3,353,718 4,153,178 45,874,973 53,381,868

The unwind of interest on Stage 3 financial assets is reported within 'Interest income' so that interest income
recognised on the amortised cost (after deducting the ECL allowance).

Loans which moved from Stage 2 to Stage 3 during the period have contributed to increase in the loss

allowance.

The following table further explains changes in the gross carrying amount of the mortgage portfolio to help
explain their significance to the changes in the loss allowance for the same portfolio as discussed above:
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30.1 Credit risk (continued)

30.1.3 Loss allowance (continued)

Loans and advances Stage 1 Stage 2 Stage 3
12-month ECL  Life time ECL  Life time ECL Total
MVR MVR MVR MVR
Gross carrying amount 300 150 440 315401,767 62,279,000  1,768,115,209
as at 1 January 2022
Transfers:
Transfer from Stage 1 t
ranset trom stage £ o (19,534250) 19,911,774 - 377,524
Stage 2
Transfer from Stage 1 t
ransfer from Stage 1 to (5,505,790) - 5,862,130 356,340
Stage 3
Transfer from Stage 2 t
ransiet trom tage 2 to 37,172,242 (39,799,144) - (2,626,902)
Stage 1
Transfer from Stage 3 t
ransiet trom tage 5 to - 3,648,806 (4,499,751) (850,945)
Stage 2
Transfer from Stage 3 t
ransiet om Stage 5 to 1,525,644 - (2,725,741) (1,200,097)
Stage 1
New financial asset
oW TINACIal assers 90,184,199 - - 90,184,199
originated
Transfers from stage 2 t
rans o trom stage 2 10 - (11214,154) 11,729,874 515,720
stage 3
Financial assets settled
during the year (86,220,566) (104,775) (344,153)  (86,669,494)
Other movements 125,662,947 (226,638,696) 22,510,319 (78,465,430)
Gross carrying amount
1,533,718,868 61,205,578 94,811,678  1,689,736,124

as at 31% December 2022

30.1.4 Write-off policy

The Company writes off financial assets, in whole or in part, when it has exhausted all practical
recovery efforts and has concluded there is no reasonable expectation of recovery. Indicators that there
is no reasonable expectation of recovery include (i) ceasing enforcement activity and (ii) where the
Company’s recovery method is foreclosing on collateral and the value of the collateral is such that

there is no reasonable expectation of recovering in full.
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Credit risk (continued)

Modification of financial assets

The Company sometimes modifies the terms of loans provided to customers due to commercial

renegotiations with a view to maximising recovery.

Such restructuring activities include extended payment term arrangements, payment holidays and
payment forgiveness. Restructuring policies and practices are based on indicators or criteria which, in
the judgement of management, indicate that payment will most likely continue. These policies are kept
under continuous review.

The risk of default of such assets after modification is assessed at the reporting date and compared with
the risk under the original terms at initial recognition, when the modification is not substantial and so
does not result in derecognition of the original asset. the Company monitors the subsequent
performance of modified assets. the Company may determine that the credit risk has significantly
improved after restructuring, so that the assets are moved from Stage 3 or Stage 2 (Lifetime ECL) to
Stage 1 (12-month ECL).

Risk limit control and mitigation policies

The Company manages, limits and controls concentrations of credit risk wherever they are identified in
particular, to individual counterparties and groups, and to corporates. the Company structures the levels
of credit risk it undertakes by placing limits on the amount of risk accepted in relation to one borrower,
or groups of borrowers, and to corporates. Such risks are monitored on a revolving basis and subject to
an annual or more frequent review, when considered necessary.

Some other specific control and mitigation measures are outlined below.
(a) Collateral

The Company employs a range of policies and practices to mitigate credit risk. The most traditional of
these is the taking of security for the housing loans, which is a common practice. the Company
implements guidelines on the acceptability of specific classes of collateral or credit risk mitigation. The
principal collateral types for housing loans are mortgage over housing unit that is financed by the
Company.

The Company’s policy is to sell the repossessed assets at the earliest possible opportunity and the
Company’s policies regarding obtaining collateral have not significantly changed during the reporting
period. There has been no significant change in the overall quality of the collateral held by the
Company since the prior period. the Company closely monitors collateral held for financial assets
considered to be credit-impaired, as it becomes more likely that the Company will take possession of
collateral to mitigate potential credit losses.

The valuation technique used for housing properties is based on the construction and other cost to
completion that would be incurred by a market participant. Accordingly, the fair value measurement of
collateral was classified to level 3.
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Credit risk (continued)

Risk limit control and mitigation policies (continued)

Collateral information

As at 31" December 2023

Loans collaterised by:
- house property
Total loans and advances

As at 31" December 2022

Loans collaterised by:
- house property
Total loans and advances

Customer loans Staff loans Amna assets Total
MVR MVR MVR MVR
1,081,568,230 3,674,282 573,183,736 1,658,426,248
1,081,568,230 3,674,282 573,183,736  1,658,426,248
Customer loans Staff loans Amna assets Total
MVR MVR MVR MVR
1,137,092,588 3,774,669 548,868,867  1,689,736,124
1,137,092,588 3,774,669 548,868,867  1,689,736,124

The financial effect of collateral is presented by disclosing collateral values separately for (i) those assets where
collateral and other credit enhancements are equal to or exceed carrying value of the asset (over-collateralised
assets) and (i) those assets where collateral and other credit enhancements are less than the carrying value of the
asset (“under-collateralised assets”). The effect of collateral is as follows:

As at 31" December 2023

Customer loans
Staff loans

Amna assets
Total loans and advances

As at 31% December 2022

Customer loans
Staff loans

Amna assets
Total loans and advances

(b) Credit-related commitments

Over-collateralised assets

Under-collateralised assets

LTV Carrying value Fair value of Carrying Fair value of
ratio of the assets collateral value of the collateral
assets
MVR MVR MVR MVR
342% 1,081,568,230 3,703,073,537 - -
560% 3,674,282 20,585,489 - -
255% 573,183,736 1,459,686,225 - -
1,658,426,248 5,183,345,251 - -
Over-collateralised assets Under-collateralised assets
LTV Carrying Fair value of Carrying Fair value of
ratio  value of the collateral value of the collateral
assets assets
MVR MVR MVR MVR
315% 1,137,092,588 3,579,439,163 - -
410% 3,774,669 15,492,322 - -
252% 548,868,867 1,380,514,112 - -
1,689,736,124 4,975,445,597 - -

Commitments to extend credit represent unused portions of authorisations to extend credit in the form of loans.
With respect to credit risk on commitments to extend credit, the Company is potentially exposed to loss in an
amount equal to the total unused commitments. However, the likely amount of loss is negligible than the total
unused commitments, as most commitments to extend credit are contingent upon customers maintaining specific
credit standards and since generally these exposures are secured against adequate collateral. the Company
monitors the term to maturity of credit commitments.
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Credit risk (continued)

Impairment and provisioning policies

Impairment provisions are recognised for financial reporting purposes based on expected credit losses calculated based
on historical default rates and forward looking information.

Maximum exposure to credit risk before collateral held or other credit enhancements

Maximum exposure before collateral equals to the net carrying value of all the assets in the Statement of financial
position except cash and bank balances representing a worse case scenario of credit risk exposure to the Company at

31" December 2023 and 31 December 2022, without taking account of any collateral held.

Management is confident in its ability to continue to control and sustain minimal exposure of credit risk to the
Company resulting from its loan portfolio and based on the following:

« All the housing loans are backed by collateral.

*92.62% of the loans and advances portfolio are considered to be neither past due nor impaired (31% December 2022:
97.19%);

Concentration of risks of financial assets with credit risk exposure
(a) Geographical sectors

the Company’s lending activities are limited to Maldives.

(b) Sectors

The following table breaks down the Company's main credit exposure at their gross carrying amounts, as categorised
by the sectors of our counterparties.

31/12/2023 31/12/2022
MVR MVR
Residential - Conventional 1,083,479,180 1,139,103,925
Residential - Islamic 573,183,736 548,868,867
Commercial 1,763,332 1,763,332
Total 1,658,426,248 1,689,736,124

30.1.10 Credit risk of financial assets at amortised cost

30.2

The Company has invested in Conventional and Islamic treasury bills issued by the Ministry of Finance on behalf of
the Government of Maldives and measured at amortised cost. The Company analyses credit quality of debt securities
at amortised cost as at the reporting date based on the credit ratings and determine whether any adjustment is required
for allowance for impairment loss on the carrying amount. The latest sovereign credit rating issued and published on
13" October 2023 for the Maldives was B- (Negative) by the Fitch ratings. Since the debt securities were issued by the
Government and short term with no history of defaults, the Company has determined that the credit risk is considered
to be very negligible.

Market risk

the Company takes on exposure to market risk, which is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market prices. Market risks arise from open positions in interest rate
and currency, all of which are exposed to general and specific market movements and changes in the level of volatility
of market rates or prices such as interest rates, credit spreads and foreign exchange rates.

Non-trading portfolios primarily arise from the interest rate management of the Company's housing and cost of funds.
The market risks arising non-trading activities are concentrated in the Company’s Assets and Liabilities Management
Committee (ALCO).
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Market risk (Continued)
Foreign exchange risk

All the transactions except transactions carried out in local currency, Maldivian Rufiyaa (MVR), are
carried out mainly in United States Dollars (US$) for which exchange rate was pegged. However, with
effect from 10 April 2011, the government declared a managed float of the currency within a 20% band (1
US$ = MVR 10.28 to MVR 15.42). The Corporation takes on exposure to the effects of fluctuations in the
prevailing foreign currency exchange rates on its financial position and cash flows. The management has
set up a policy to manage their foreign exchange risk against their functional currency, by entering into
currency SWAP.

The Company has borrowed from Deutsche Investitutions und Entwicklungs Gesellschaft MBH (DEG) in
USS. The proceeds from these were sold to State Trading Organisation PLC (STO) for equivalent Rufiyaa
at 1 US$ = MVR 15.42. The Company has entered into two SWAP agreements with STO by which STO
will sell equal amount of US$ to honor the US$ requirement relating to the principle amount of DEG loan
at the rate of 1 US$ = MVR 15.42. However, this arrangemet does not cover the interest element of the
loan installment.

By virtue of the SWAP agreements, the Company will be able to service the US$ loans obtained from
DEG. As at the reporting date, the Company has settled the loan in fully during the year 2023.
(2022 : USS$ 768,235/-)

The table below summarises the Company's exposure to foreign currency exchange rate risk at the end of
the reporting period.

31/12/2023  31/12/2022

US$ US$
Assets
Cash and balances with other banks 14,819 58,220
Total assets 14,819 58,220
Liabilities
Borrowings (270,862) (181,431)
Total liabilities (270,862) (181,431)
Net on-balance sheet financial position (256,043) (123,211)
Currency SWAP - 2,307,698
Net (256,043) 2,184,487

The following table presents sensitivities of profit or loss and equity to reasonably possible changes in
exchange rates applied at the end of the reporting period relative to the functional currency of the
Company, with all other variables held constant.

As at 31° December 2023 As at 31st December 2022

Impact on Impact on Impact on Impact on
US$ US$ USS$ US$
US Dollar strengthening by 10% (2,586) - 22,066 -
US Dollar weakening by 10% 2,535 - (21,629) -
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HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31°" DECEMBER 2023

30
30.4

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)

Capital management

the Company’s objectives when managing capital, which is a broader concept than the ‘equity’ on the
face of statement of financial position, are:

» To comply with the capital requirements set by the lenders;

* To safeguard the Company’s ability to continue as a going concern so that it can continue to provide
returns for shareholders and benefits for other stakeholders; and

* To maintain a strong capital base to support the development of its business.

Capital adequacy and the use of regulatory capital are monitored daily by the Company’s management,
employing techniques based on the guidelines developed by the Basel I Committee, for supervisory
purposes.

Deutsche Investitutions und Entwicklungs Gesellschaft MBH require the Company to maintain a ratio

of total capital to the risk-weighted asset (the 'Basel ratio') at or above 12%.

the Company’s capital as managed by its management comprises of share capital, retained earnings and

reserves created by appropriations of retained earnings and current year earnings.

The risk-weighted assets are measured by means of a hierarchy of five risk weights classified according
to the nature of — and reflecting an estimate of credit, market and other risks associated with each asset
and counterparty, taking into account any eligible collateral or guarantees. A similar treatment is
adopted for off-balance sheet exposure, with some adjustments to reflect the more contingent nature of
the potential losses.

The table below summarises the composition of capital and the ratios of the Company as at 31%

December 2023 and 31% December 2022. the Company complied with all of the externally imposed
capital requirements to which they are subjected.

31/12/2023 31/12/2022

MVR MVR
Capital
Share capital 159,375,000 159,375,000
Retained earnings 629,143,141 590,925,359
Reserves 15,000,000 15,000,000
Total qualifying Capital 803,518,141 765,300,359
Total capital 803,518,141 765,300,359
Risk-weighted assets
On-balance sheet 895,270,291 908,739,529
Total risk-weighted assets 895,270,291 908,739,529
Basel ratio 90% 84%
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HOUSING DEVELOPMENT FINANCE CORPORATION PLC
(INCORPORATED IN THE REPUBLIC OF MALDIVES)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31°" DECEMBER 2023
30 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)

30.4 Capital management (continued)

Risk-weighted assets As at 31* December 2023

Unweighted value Weighted Value

MVR MVR
Cash in hand 6,500 -
Balances with other banks 105,146,629 21,029,326
Short term investments in Treasury Bills 171,236,177 34,247,235
Financial assets at amortised cost 310,676,963 -
Loans and advances 1,658,426,248 829,213,124
Prepayments and deposits 6,067,162 6,067,162
Property, plant and equipment and Intangible assets 4,713,444 4,713,444

2.256,273,123

895,270,291

The changes in the regulatory capital was mainly due to the profit earned during the year ended 31 December
2023. The decrease in risk-weighted assets reflects the decrease the loan portfolio during period.

Risk-weighted assets As at 31% December 2022

Unweighted value Weighted Value

MVR MVR
Cash in hand 6,500 -
Balances with other banks 73,406,078 14,681,215
Short term investments in Treasury Bills 185,453,764 37,090,752
Financial assets at amortised cost 494,575,784 -
Loans and advances 1,689,736,124 844,868,062
Prepayments and deposits 7,281,981 7,281,981
Property, plant and equipment and Intangible assets 4,817,518 4,817,518
2,455,2717,749 908,739,528
31 ANALYSIS OF FINANCIAL INSTRUMENTS BY MEASUREMENT BASIS
As at 31° December 2023 Amortised cost Total
MVR MVR
Financial assets
Cash and cash equivalents 285,031,820 285,031,820
Financial assets at amortised cost 310,676,963 310,676,963
Loans and advances 1,595,575,022 1,595,575,022
Other financial assets 1,412,832 1,412,832

Total financial assets

2,192,696,637

2,192,696,637

Amortised cost Total
MVR MVR
Financial liabilities
Debt securities in issue 536,084,617 536,084,617
Other borrowed funds 446,628,834 446,628,834
Deposits from customers 81,834,466 81,834,466
Other financial liabilities 270,082,563 270,082,563
Lease liabilities 6,299,932 6,299,932

Total financial liabilities

1,340,930,412

1,340,930,412
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31

32

ANALYSIS OF FINANCIAL INSTRUMENTS BY MEASUREMENT BASIS (CONTINUED)

As at 31° December 2022 Amortised cost Total
MVR MVR
Financial assets
Cash and cash equivalents 258,866,342 258,866,342
Financial assets at amortised cost 494,575,784 494,575,784
Loans and advances 1,636,354,256 1,636,354,256
Other financial assets 1,287,857 1,287,857
Total assets 2,391,084,239 2,391,084,239
Amortised cost Total
MVR MVR
Financial liabilities
Debt securities in issue 564,273,781 564,273,781
Other borrowed funds 594,024,042 594,024,042
Deposits from customers 81,401,050 81,401,050
Other financial liabilities 336,708,367 336,708,367
Lease liabilities 8,352,349 8,352,349
Total liabilities 1,584,759,589 1,584,759.,589

FAIR VALUE MEASUREMENT

The fair value of financial assets and liabilities, together with the carrying amount shown in the statement of financial
position, are as follows:

As at 31* December 2023 As at 31* December 2022
Carrying Fair value Carrying Fair value
amount amount
MVR MVR MVR MVR

Assets carried at amortised cost
Cash and cash equivalents 285,031,820 285,031,820 258,866,342 258,866,342
Financial asset at amortised cost 310,676,963 310,676,963 494,575,784 494,575,784
Loans and advances to customers 1,595,575,022 1,595,575,022 1,636,354,256 1,636,354,256
Other financial assets 1,412,832 1,412,832 1,287,857 1,287,857

2,192,696,637 2,192,696,637 2,391,084,239 2,391,084,239

Liabilities carried at amortised cost

Deposits from customers 81,834,466 81,834,466 81,401,050 81,401,050
Debt securities in issue 536,084,617 536,084,617 564,273,781 564,273,781
Other borrowed funds 446,628,834 446,628,834 594,024,042 594,024,042
Other financial liabilities 276,382,495 276,382,495 345,060,716 345,060,716

1,340,930,412 1,340,930,412 1,584,759,589 1,584,759,589

Assets for which fair value approximates carrying value

Cash and cash equivalents : the Company's cash and cash equivalents includes cash on hand and deposits in banks. Due to
their short-term nature, the carrying amount reported in the financial statements approximate the fair value of the cash and
cash equivalents.

Financial asset at amortised cost: the Company's financial assets at amortised cost include government treasury bills and
short term investments with banks. Due to their short-term nature, the carrying amount reported in the financial statements
approximate the fair value of the financial assets at amortised cost.

Loans and advances to customers, Deposits from customer, Debt securities in issue and other borrowed funds : carries
interest at market rate. Therefore non derivative cash flows arising out of principal repayment and interest if discounted by
the respective interest rate the fair value will be approximate to the carrying amount.
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36
3.1

352

CONTINGENCIES
There were no material contingent linhilities or assels which require disclosure in the Finuncial Stiements as i the reporting
date.

CAPITAL COMMITTEMENTS

There were no material capital commiments as an the reporting date which require: disclosure i the Finmncial Susiemenis os at
the reporting date.

COMMITTEMENTS 31n22023 31/12/2022
MVR MVR
Undisbursed loans and ather facilities 86,207,320 58,040,729

RELATED PARTY TRANSACTIONS

The Company carried out iransactions in the ordinaey course of bugingss on an arm’s length basis al commercial ratés with
parties who are defined 8s Relowed Parties os per the Imermational Accounting Smndord = 1A% 24 on “Related Pany
Digclosures™. The Company has ideniified Ministry of Finance and Ministry: of Housing and Infrastructure as related parties
and disclosed balances in the notes |8 and 26 of this financial statements.

Key management compensation 2023 2021
MYR MYE
Executive management salaries 2.455.838 3,332,953
Remuneration (o Board of Directors 2023 2022
MVR MVER
Board remuneration and committee sinting fees 186,000 246,000
Sharcholding structure

The Company's shareholding structure are as follows:

Number of Value of

Sharcholder Y
shares shares
MVE
Government of Maldives 9% 7.809.280 75,002 800
Inemational Finance Corporation 18% 2,868,750 28,687,500
Asian Development Bank 18% 2,868,750 28687500
HIFC tnvestment Limited (Indma) 15% 2.350,620 23,906,200
Other shareholders %% 100 1.0}

15.937.500  159.375.000

At the Extraordimuy General Meeting of sharcholders held on 29" November 2022, in accordance with Article 19{d) of the
Anticles of Associotion, the Sharcholders approved a share split of 1,593,750 ordinary sharés of MVR 1004 cach inta
15,937,500 ordinary shares of MVR 10/- ¢ach.

COMPARATIVE FIGURES

Compsarative figures of the financial statements have been reclassified 1o conform with current yvears classifications, whenever
NEcessary.

EVENTS AFTER THE REPORTING PERIOND

No cireumstances have arisen sinee reporting date which require adjustments 1/or disclosure in the financial statements.



