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Independent Auditors’ Report  

To the Shareholders of State Electric Company Limited 

Qualified Opinion 

We have audited the accompanying financial statements of State Electric Company Limited (the 

“Company”), which comprise the statement of financial position as at 31st December 2021, the 

statements of comprehensive income, changes in equity and cash flows for the year then ended and 

notes to the financial statements, comprising a summary of significant accounting policies and other 

explanatory information set out in pages 5 to 40. 

In our opinion, except the possible effects of the matters described in the Basis of Qualified Opinion 

section of our report, the accompanying financial statements give a true and fair view of the financial 

position of the Company as at 31st December 2021 and of its financial performance and its cash flows 

for the year then ended in accordance with International Financial Reporting Standards (“IFRSs”). 

Basis for Qualified Opinion 

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

plant and equipment to which that asset belongs should be revalued. Further, revaluations should

be kept sufficiently up to date so that the carrying amount in the general ledger does not differ

materially from the fair value. Without considering the above applicable accounting guidance, a

part of property, plant and equipment with a net book value of MVR 434,455,893/- has been

revalued by an external valuer for MVR 847,932,997/- and a revaluation surplus of MVR

413,477,104/- has been recognized in the financial statements as at 31st December 2011. The

revaluation has excluded assets carrying a net book value of MVR 26,661,392/- as at 31st December

2011 and the Company continued to account these assets at their respective netbook values based

on historical costs. Further, a subsequent revaluation has not been performed since 2011. These

accounting practices are not inline with IAS 16. Furthermore, we were unable to determine whether

any adjustment might be required with respect of depreciation expense, property plant and

equipment, revaluation reserve and retained earnings recognized in the financial statements as at

and for the year ended 31st December 2021, and for the comparative year ended 31st December

2020.

2. As disclosed in Note 22.2 to the Financial Statements, the Company has recorded a loan taken by

the Ministry of Finance of Maldives from Ministry of Foreign Affairs of Denmark (“DANIDA”)

on behalf of the Company with respect of 4th generation power project as loans and borrowings.

The Company has recorded a total capital outstanding and interest payable balance of MVR

1,231,413,243/- as at 31st December 2021. An interest expense of MVR 56,411,645/- has been

recognized for the year ended 31st December 2021 and an accumulated interest expense of MVR

492,852,209/- has been recorded from 15th January 2009 to 31st December 2021. However, due to

lack of legal contract between the parties, we were unable to verify the completeness, existence and

accuracy of loans and borrowings, retained earnings and interest expenses as at and for the year

ended 31st December 2021, and for the comparative year ended 31st December 2020.
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Basis for Qualified Opinion (Continued) 

 

3. As disclosed in Note 8, 13 and 23 to the financial statements, the Company has recognized interest 

on leases, Lease liabilities and ROU assets as at and for the year ended 31st December 2021. 

However, the leasing arrangements with respect to “Male’ powerhouse” and “Villingili 

powerhouse” have not been considered for application of IFRS 16 due to the dispute in rent payable 

to the Government of Maldives. As a result, we were unable to determine any adjustments might 

be required with respect of finance cost, amortization of right of use asset, lease liability and 

retained earnings to the financial statements as at and for the year ended 31st December 2021, and 

for the comparative year ended 31st December 2020. 

 

We conducted our audit in accordance with International Standards on Auditing (“ISAs”). Our 

responsibilities under those standards are further described in the Auditors’ Responsibilities for the 

Audit of the Financial Statements section of our report. We are independent of the Company in 

accordance with the International Ethics Standards Board for Accountants International Code of Ethics 

for Professional Accountants’ (including International Independence Standards) (the “IESBA Code”) 

together with the ethical requirements that are relevant to our audit of the financial statements in 

Maldives and we have fulfilled our other ethical responsibilities in accordance with the IESBA Code. 

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

our qualified opinion. 

 

Emphasis of Matter – Ongoing Litigation against the Company 

 

We draw our attention to Note 31 to the financial statements, which presents information regarding an 

ongoing litigation against the Company for the year ended 31st December 2021. Our opinion is not 

modified in respect of above matter. 

 

Key Audit Matters 

 

Key audit matters are those matters that, in our professional judgment, were of most significance in our 

audit of the Company’s financial statements of the current period. These matters were addressed in the 

context of our audit of the Company’s financial statements as a whole, and in forming our opinion 

thereon, and we do not provide a separate opinion on these matters. In addition to the matter described 

in the Basis for Qualified Opinion section, we have determined the matters described below to be the 

key audit matters to be communicated in our report. 
 

Revenue Recognition - Accuracy of revenue recorded 
 

Refer Note 6 “Revenue” and significant accounting policies in Note 4.2 “Revenue” of the financial 

statements. 

 

Risk Description 

 

Our Response 

 

The Company has recorded a revenue of MVR 

2,115,414,277/- for the year ended 31st 

December 2021.  

 

Revenue recognition is the key focus area in the 

audit since, 

 

- Errors of revenue recognition can go 

undetected due to the volume. 

 

 

Our audit procedures included; 
  

- Evaluating the appropriateness of selection 

and application of   accounting treatments 

based on the requirements of IFRSs, our 

business understanding and industry 

practice. 
 

- Obtaining an understanding and assessing 

the design, implementation and operating 

effectiveness of management’s key internal 

controls over the billing system. 
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Key Audit Matters (Continued) 

Revenue Recognition - Accuracy of revenue recorded (Continued) 

Risk Description Our Response 

- An inappropriate amount is entered as inputs

to measure the revenue.

- An overstatement of revenues through

premature revenue recognition or recording

fictitious revenues through manual

adjustments to meet the expectations of the

management.

- Assessing the appropriateness of the

Company’s accounting policies set out in

note 4.2, and adequacy of the disclosures for

compliance with the revenue recognition

requirements of the International Financial

Reporting Standards.

- Use account Analysis to identify

unexpected ‘account pairings’ for journal

entries in the revenue account and inspect

the underlying accounting records to

evaluate the appropriateness of these journal

entries.

- Performing detailed analysis of revenue

account through substantive audit

procedures. These audit procedures were

performed based on our industry knowledge

which include, among others, testing on a

sample basis of the;

- Adjustments which are outside of the

normal billing process,

- Accrued revenue adjustments made

as at the year end.

Other Information 

The Board of Directors (the “Board”) is responsible for the other information. The other information 

comprises the information included in the annual report but does not include financial statements and 

our auditors’ report thereon. The annual report is expected to be made available to us after the date of 

this auditors’ report.  

Our opinion on the financial statements does not cover the other information and we do not express any 

form of assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility is to read the other 

information 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 to 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 the Board of Directors for the Financial Statements 

The Board of Directors (“the Board”) is responsible for the preparation and fair presentation of the 

financial statements in accordance with IFRSs, and for such internal control as the Board determines is 

necessary to enable the preparation of financial statements that are free from material misstatement, 

whether due to fraud or error. 
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Responsibilities of the Board of Directors for the Financial Statements (Continued) 

In preparing the financial statements, the Board is responsible for assessing the Company’s ability to 

continue as a going concern, disclosing, as applicable, matters related to going concern and using the 

going concern basis of accounting unless the Board either intends to liquidate the Company or to cease 

operations, or has no realistic alternative but to do so.  

Auditors’ Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 

free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that 

includes our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an 

audit conducted in accordance with ISAs will always detect a material misstatement when it exists. 

Misstatements can arise from fraud or error and are considered material if, individually or in the 

aggregate, they could reasonably be expected to influence the economic decisions of users taken on the 

basis of these financial statements. As part of an audit in accordance with ISAs, we exercise professional 

judgment and maintain professional skepticism throughout the audit. We also: 

• Identify and assess the risks of material misstatement of the financial statements, whether due to

fraud or error, design and perform audit procedures responsive to those risks, and obtain audit

evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not

detecting a material misstatement resulting from fraud is higher than for one resulting from error,

as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override

of internal control.

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the

effectiveness of the Company’s internal control.

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting

estimates and related disclosures made by the Board.

• Conclude on the appropriateness of the Boards’ use of the going concern basis of accounting and,

based on the audit evidence obtained, whether a material uncertainty exists related to events or

conditions that may cast significant doubt on the Company’s ability to continue as a going concern.

If we conclude that a material uncertainty exists, we are required to draw attention in our auditors’

report to the related disclosures in the financial statements or, if such disclosures are inadequate, to

modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our

auditors’ report. However, future events or conditions may cause the Company to cease to continue

as a going concern.

• Evaluate the overall presentation, structure and content of the financial statements, including the

disclosures, and whether the financial statements represent the underlying transactions and events

in a manner that achieves fair presentation.

We communicate to the Board regarding, among other matters, the planned scope and timing of the 

audit and significant audit findings, including any significant deficiencies in internal control that we 

identify during our audit.  

R.W.M.O.W. Duminda B. Rathnadiwakara 

For and on behalf of KPMG Maldives 

23rd December 2022 

Male’ 











STATE ELECTIUC COMP ANY LIMITED 
(INCORPORATED IN THE REPUBLIC O.F MALDIVES) 

NOTES TO THE FINANCIAL STATEMENTS 

1. REPORTING ENTITY

These financial statements relate to the operations of State Electric Company Limited (the 

"Company"), a limited liability Company incorporated in the Republic of Maldives under the section 

95 of the Company act of 1996 under presidential degree no 1997/83 of 19th June 1997.

The principal activities of the Company are to generate and supply electricity and to provide 

customer service for the safe and efficient use of electrical energy. The Company generates and 

supplies electricity to various islands in the Republic of Maldives. The registered office is situated at 

Ameenee Magu, Male', 20349, Republic of Maldives.

2. BASIS OF PREPARATION

(a) Statement of Compliance

The financial statements have been prepared in accordance with International Financial 

Rep011ing Standards ("TFRSs"). They were authorised for issue by the Company's Board of 

Directors on 23rd December 2022.

(b) Basis of Measurement

The financial statements have been prepared on the historical cost basis except of propc1ty, 

plant and equipment.

(c) Functional and Presentation Currency

These financial statements are presented in Maldivian Rufiyaa, which is the Company's 

functional currency. All financial infonnation presented in Maldivian Rufiyaa has been rounded 

to the nearest Rufiyaa.

(d) Use of Estimates and Judgements

In preparing these financial statements, management has made judgements and estimates that 

affect the application of the Company's 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 estimates 

are recognised prospectively.

A. Judgements

Infonnation about critical judgement in applying accounting policies that has the most 
significant effect on the amounts recognised in the financial statements is included in the 
following notes. 

establishing the criteria for determining whether credit risk on the financial assets has 
increased significantly since initial recognition, determining the methodology for 
incorporating f01ward-looking info1mation into the measurement of ECL and selection and 
approval of models used to measure ECL on related parties and trade receivables. 
classification of financial assets: assessment of the business model within which the assets 
are held and assessment of whether the contractual tenns of the financial asset are S 
the principal amount outstanding. 
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STATE ELECTRIC COMPANY LIMITED

(INCORPORATED IN THE REPUBLIC OF MALDIVES)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31
ST 

DECEMBER 2021

33 DIRECTOR'S RESPONSIBILITY

34 RELATED PARTY TRANSACTIONS

Name of the Relationship Nature of the

related party transaction 2021 2020 31/12/2021 31/12/2020

MVR MVR MVR MVR

Affiliate Sales of Services 18,519,873        17,760,924          (48,684,877)    (62,867,688)     

Payments made (20,855,658)      (14,090,037)         

Purchases (1,104,606,061) (927,081,688)       

Payments Made 1,121,124,657   970,433,291        

Affiliate Sales of Services 12,255,873        9,963,805            (127,623)         (3,240,648)       

Payments made (12,662,874)      (9,085,241)           

Purchases (22,314,474)      (21,866,409)         

Payments Made 25,834,500        18,716,454          

Affiliate Sales of Services 2,435,649          -                       374,893           1,848,575        

Payment made (3,909,330)        -                       

Affiliate Sales of Services 19,646,933        14,952,566          1,142,395        1,578,709        

Payments (20,127,192)      (15,132,539)         

Purchases (631,813)           (3,025,832)           

Payments Made 675,759             3,066,643            

Affiliate Sales of Services 37,821,267        40,453,066          3,067,887        4,125,494        

Payments (38,670,921)      (39,979,031)         

Purchases (4,709,226)        (3,228,179)           

Payments Made 4,501,273          3,172,753            

Affiliate Sales of Services 21,686,359        18,748,628          1,595,251        2,230,434        

Payment made (22,321,543)      (18,295,579)         

Purchases (186,976)           (142,420)              

Payments Made 186,976             142,420               

Affiliate Sales of Services 103,280,162      371,859,624        146,545,844    136,472,634    

Payment made (61,414,366)      (374,803,593)       

Purchases (1,010,376)        (716,818)              

Payments Made 864,381             657,027               

Set off against* (31,646,591)      -                       

Affiliate Sales of Services 56,560,774        49,587,666          19,755,385      14,766,449      

Payment made (51,571,838)      (42,284,582)         

Affiliate Sales of Services 3,193,934          3,229,579            634,603           268,815           

Payment Received (2,828,145)        (3,322,861)           

Purchases (6,256,816)        (6,099,829)           

Payment made 6,256,816          6,099,829            

Affiliate Sales of Services 2,234,338          1,592,550            143,410           166,608           

Payment Received (2,257,536)        (1,553,603)           

Purchases -                    (570,400)              

Payment made -                    570,400               

Affiliate Sales of Services 9,787,384          8,372,123            105,301           640,997           

Payment made (10,323,080)      (7,836,871)           

Affiliate Sales of Services 21,879,967        18,628,894          61,786,952      49,682,460      

Payment Received (9,464,102)        (554,207)              

Purchases -                    (897)                     

Payment made -                    897                      

Set off against* (311,373)           -                       

Affiliate Sales of Services 604,672             499,624               1,174,121        1,441,291        

Payment made (283,734)           (221,796)              

Set off against* (588,108)           -                       

Affiliate Sales of Services 19,264,591        6,969,244            9,218,666        6,621,906        

Payment made (16,667,830)      (2,545,050)           

Affiliate Sales of Services 456,872             446,204               88,863             9,967,088        

Payment made (1,881,169)        (487,020)              

Set off against* (8,453,928)        -                       

Affiliate No Transactions -                    -                       (3,053,300)      (3,053,300)       

Sales of Services 121,010,792      190,269,558    130,624,059    

Payment Received (64,366,768)      

Payment made 3,001,475          

*Set off against dividend payable to Ministry of Finance (Note 27.3)

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

Ministry of Finance and 

Treasury

Maldives Port Limited

Amount  Balance as at

State Trading Organisation 

PLC

Maldives Road 

Development Corporation 

Male' Water & Sewerage 

Company Limited

Dhivehi Raajjege Gulhun 

PLC

Maldives Transport and 

Contracting Company PLC

Public Service Media

National Center For the Arts

Housing Development 

Corporation Limited

National Social Protection 

Agency

Other Government owned 

Organizations

Indira Gandhi Memorial 

Hospital

Maldives Customs Services

Maldives Industrial 

Fisheries Company Limited

Bank of Maldives PLC

Ministry of Enviroment and 

Energy
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