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DIRECTORS' REPORT MALDIVES ISLAMIC BANK PVT LTD
for the financial year ended 31 December 2015 (Incorporated in the Republic of Maldives)

The Directors hereby submit their report togethéth whe audited financial statements of the

Bank for the financial year ended 31 December 2015.

PRINCIPAL ACTIVITIES
The principal activities of the Bank are Islamimking business and the provision of related
financial services. There were no significant cleanon these activities during the financial

year.

FINANCIAL RESULTS

MVR'000
2015 2014
Profit before Tax 32,850 20,115
Income Tax (7,958) (6,188)
Net profit (loss) after Tax 24,891 13,927

DIVIDENDS
The Directors do not recommend the payment of awigehd in respect of the financial year
ended 31 December 2015.

RESERVES AND PROVISIONS
There were no material transfers to or from reseeprovisions during the financial year

other than those disclosed in the financial statgme

BAD AND DOUBTFUL FINANCING ASSETS

Before the financial statements of the Bank werdaraut, the Directors took reasonable steps
to ascertain that actions had been taken in relédiohe writing off of bad financing assets and

the making of allowances for doubtful financingetssf any, and have satisfied themselves
that there is no known bad financing to be writtéihand that adequate allowances had been

made for any bad and doubtful financing assetsrtiagt occur.



DIRECTORS' REPORT MALDIVES ISLAMIC BANK PVT LTD
for the financial year ended 31 December 2015 (Incorporated in the Republic of Maldives)

At the date of this report, the Directors are nadige of any circumstances which would render
the amount of the allowance for doubtful financaggets in the financial statements of the

Bank, inadequate to any substantial extent.

CURRENT ASSETS

Before the financial statements of the Bank werdaraut, the Directors took reasonable steps
to ascertain that any current assets, other threanding assets, which were unlikely to be
realised in the ordinary course of business, tedues as shown in the accounting records of

the Bank have been written down to their estimatatisable value.

At the date of this report, the Directors are natige of any circumstances which would render
the values attributed to the current assets ititla@cial statements of the Bank misleading.

VALUATION METHODS
At the date of this report, the Directors are neaee of any circumstances which have arisen
which render adherence to the existing methodsloi&gion of assets or liabilities in the Bank's

accounts misleading or inappropriate.

CONTINGENT AND OTHER LIABILITIES
At the date of this report there does not exist:
(a) any charge on the assets of the Bank which hasresiace the end of the financial year
which secures the liabilities of any other persam;
(b) any contingent liability in respect of the Bank ttheas arisen since the end of the
financial year.
No contingent or other liability of the Bank hascbme enforceable, or is likely to become
enforceable within the period of twelve months rafte end of the financial period which, in
the opinion of the Directors, will or may substailiti affect the ability of the Bank to meet its
obligations as and when they fall due.



DIRECTORS' REPORT MALDIVES ISLAMIC BANK PVT LTD
for the financial year ended 31 December 2015 (Incorporated in the Republic of Maldives)

CHANGE OF CIRCUMSTANCES
At the date of this report, the Directors are nedige of any circumstances, not otherwise dealt
with in this report or the financial statementsted Bank that would render any amount stated

in the financial statements misleading.

ITEMS OF AN UNUSUAL NATURE

The results of the operations of the Bank durirgfthancial year were not, in the opinion of

the Directors, substantially affected by any itéransaction or event of a material and unusual
nature.

There has not arisen in the interval between tlieaérthe financial year and the date of this

report any item, transaction or event of a matenmal unusual nature likely, in the opinion of

the Directors, to affect substantially the resoltshe operations of the Bank for the current

financial year in which this report is made.

SUBSEQUENT EVENTS
There were no material events subsequent to thartnep date that require disclosure or

adjustments to the financial statements.

DIRECTORS
The Directors of the Bank who have held office dgrihe period since the date of the last
report are:
- Mr. Najmul Hassan (reappointed w.e.f28ovember 2015)
- Mr. Shimad Ibrahim
- Mr. Ahmed Khizer Khan
- Mr. Mohammed Ataur Rahman Chowdhury (reappointeglf" October 2015)
- Mr. Mohammed Ali Al Ammari ( term ended off' Dctober 2015)
- Mrs. Juwairiya Saeed ( term ended off Bllay 2015)
- Ms. Fathimath Shafeega (appointed w.efABigust 2015)
- Mr. Harith Bin Harun (Managing Director & CEO)



DIRECTORS' REPORT MALDIVES ISLAMIC BANK PVT LTD
for the financial year ended 31 December 2015 (Incorporated in the Republic of Maldives)

RESPONSIBILITY STATEMENT BY BOARD OF DIRECTORS

In the course of preparing the annual financiatest@nts of the Bank, the Directors are
collectively responsible in ensuring that thesafficial statements are drawn up in accordance
with International Financial Reporting Standards.

It is the responsibility of the Directors to ensthrat the financial reporting of the Bank present
a true and fair view of the state of affairs of Bank as at 31 December 2015 and of the

financial results and cash flows of the Bank fa timancial year then ended.

The financial statements are prepared on the goamgern basis and the Directors have
ensured that proper accounting records are keplicaithe appropriate accounting policies on
a consistent basis and made accounting estimaearih reasonable and fair so as to enable

the preparation of the financial statements ofBaek with reasonable accuracy.

The Directors have also taken the necessary stepasure that appropriate systems are in
place for the assets of the Bank to be properlggagrded for the prevention and detection of
fraud and other irregularities. The systems, byr thature, can only provide reasonable and

not absolute assurance against material misstatenveimether due to fraud or error.

DIRECTORS' BENEFITS

Neither at the end of the financial period, noaay time during the financial year, did there
subsist any arrangement to which the Bank is aypeith the object or objects of enabling
Directors of the Bank to acquire benefits by meainthe acquisition of shares in the Bank or

any other corporate body.

Since the date of incorporation, no Director of Baenk has received or become entitled to
receive a benefit (other than the fees and oth@lwenents) by reason of a contract made by
the Bank or a related corporation with the Directowith a firm of which he or she is a member

or with a company in which he or she has a subistdirtancial interest.



DIRECTORS' REPORT MALDIVES ISLAMIC BANK PVT LTD
for the financial year ended 31 December 2015 (Incorporated in the Republic of Maldives)

CORPORATE GOVERNANCE

The Board of Directors is committed to ensure tighdést standards of corporate governance
throughout the organisation with the objectivesafeguarding the interests of all stakeholders
and enhancing the shareholders' value and finapeidbrmance of the Bank. The Board

considers that it has applied the best practiaesigfinout the financial year.

Board of Directors Responsibility and Oversight

The Board of Directors

The direction and control of the Bank rest firmlitwthe Board as it effectively assumes
the overall responsibility for corporate governgnseategic direction, formulation of
policies and overseeing the investments and opeasatf the Bank. The Board exercises
independent oversight on the management and bearsvierall accountability for the

performance of the Bank and compliance with theqgipie of good governance.

There is a clear division of responsibility betweba Chairman and the Chief Executive
Officer to ensure that there is a balance of paavel authority. The Board is responsible
for reviewing and approving the longer-term stratqgans of the Bank as well as the
business strategies. It is also responsible fomtifyeng the principal risks and

implementation of appropriate systems to manageethisks as well as reviewing the
adequacy and integrity of the Bank's internal aanglystems, management information
systems, including systems for compliance with @pple laws, regulations and

guidelines.

Board Meetings

Throughout the financial year, seven (07) Board timge were held. All Directors
reviewed Board papers or reports providing updatesperational, financial and corporate
developments prior to the Board meetings. Thesergamd reports are circulated prior to
the meeting to enable the Directors to obtain frréxplanations and having sufficient time

to deliberate on the issues and make decisioneglthie meeting.



DIRECTORS' REPORT MALDIVES ISLAMIC BANK PVT LTD
for the financial year ended 31 December 2015 (Incorporated in the Republic of Maldives)

Board Balance

Currently the Board has six members, comprising féon-Independent Non-Executive
Directors (including the Chairman), one Independsnoh-Executive Director and one
Non-Independent Executive Director/Chief Execut®&icer. The Board of Directors’
meetings are presided by Non-Independent Non-EixecGhairman whose role is clearly
separated from the role of Chief Executive OfficEte composition of the Board and the

number of meetings attended by each Director afellasvs:

Directors Total meetings attended
Mr. Najmul Hassan (reappointed w.e.f28ovember 2015) 717
Chairman/ Non- Independent Non-Executive Director

Mr. Shimad Ibrahim 717
Non- Independent Non-Executive Director

Mr. Ahmed Khizer Khan 717

Non- Independent Non-Executive Director
Mr. Mohammed Ataur Rahman Chowdhury (reappointeslf@” October 2015) 717

Non- Independent Non-Executive Director

Mr. Mohammed Ali Al Ammari (Term ended w.e f Dctober 2015) 6/6
Non- Independent Non-Executive Director

Mrs. Juwairiya Saeed (Term ended w.e.f. 31 May 2015 2/3
Independent Non-Executive Director

Mrs. Fathimath Shafeega (appointed w.&.Ahigust 2015) 3/3
Independent Non-Executive Director

Mr. Harith Bin Harun (Managing Director & CEQO) 717

Non- Independent Executive Director

Board Risk Management Committee
Board Risk Management Committee (“BRMC”) carriese tfunction of ensuring
continuous oversight of the risks embedded in thek® operations and assists the Board
in determining the strategic direction of the Bénykproviding them the risk perspective.
The BRMC is composed of maximum of three directappointed by the Board from
amongst its members.
The current members of BRMC are:

1. Mr. Ahmed Khizer Khan (Chairman)

2. Mr. Najmul Hassan
The Head of Risk Management Unit is the secretbtheoBRMC.
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for the financial year ended 31 December 2015 (Incorporated in the Republic of Maldives)

Board Audit Committee

The main function of the Audit Committee (“AC”) is assist the Board in its supervisory
role in the management of internal controls inBlaak. It has responsibility for reviewing
internal controls and policies of the Bank. The @uttee also ensures that the procedures
and framework in relation to identifying, measutimgonitoring and controlling internal
controls are operating effectively.

The AC comprises not less than three (3) membgrsiaied by the Board from among the
members of the Board, but excluding the Chairmaghe@Board and the Managing Director
who shall not be members of the AC.

The current members of the AC are:

Mrs. Juwairiya Saeed (Chairperson. Term ended vag.May 2015)

Mrs. Fathimath Shaeega (Chairperson appointed.\W@® August 2015)

Mr. Mohammed Ataur Rahman Chowdhury

Mr. Mohammed Ali Al Ammari (Term ended w.e f Dctober 2015)

Mr. Shimad Ibrahim

The Internal Auditor acts as the secretary of tiie A

o kr w0 e

Relationship with the Auditors
The Bank has established appropriate relationskitpexternal auditors in conducting the
audit function of the Bank.

Internal Controls
The Board acknowledges its overall responsibilidy maintaining a sound system of
internal control to safeguard shareholders' invests) Bank's assets, and the need to

review the adequacy and integrity of those systesgslarly.

Management Reports

Before each Board meeting, Directors are providét & complete set of Board papers
itemised in the agenda for Board's review/apprawalor notation. The Board monitors the
Bank's performance by reviewing the monthly ManageiReport, which provides a
comprehensive review and analysis of the Bank'sabipas and financial issues.
Procedures are in place for Directors to seek iaddent professional advice at the Bank's

expense in order to fulfil their duties and speciésponsibilities.
9
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for the financial year ended 31 December 2015 (Incorporated in the Republic of Maldives)

Management Committee

The Management Committee (*“MC”) is responsible tfo¥ implementation of the strategies

and internal control as well as monitoring the Barperformance. The MC, headed by the

Managing Director & Chief Executive Officer and cpnse senior management staff of the

Bank, meets on a weekly basis to discuss and ressdues related to day-to-day operations,
and to develop, execute and monitor the progresgratiegies and action plans to achieve the

set targets.

Financing and Investment Committee

The Financing and Investment Committee (“FIC”) iada up of five members, namely, the
Managing Director & CEO who is also the chairmaeaH of Operations, Head of Finance
and Accounts, Head of Financing and Head of Riskdgament Unit. The FIC is vested by
the Board with the authority to approve financimggosals up to a certain limit, beyond which
the proposals are to be referred to the Boarddosicleration through Board Risk Management
Committee. The FIC also monitors the status of perierming financing assets and reviews

financing policy in response to developments inrttagket.

Shari'ah Board
The Shari'ah Board was formed in compliance wittcttea 13 of the Islamic Banking
Regulation, 2011 issued by the Maldives MonetarjhAuity.
The principal duties and responsibility of the $harBoard are as follows:
* To advise the Board of Directors on Shari'ah matiarorder to ensure that the
business operations of the Bank comply with thei&aprinciples at all times;
* To endorse and validate relevant documentationseoBank's products to ensure
that the products comply with Shari’ah principles
During the financial year ended 31 December 201t6ta of five (05) meetings were held.
The Shari’ah Board comprises the following memlzerd the details of attendance of each

member at the Shari’ah Board meetings held duhedibhancial year are as follows:

Member Total Meetings Attended
Dr. Ejaz Ahmed Samadani 5/5
Mufti Mohammed Rizwe Bin Ibrahim 5/5
Dr. Ibrahim Zakariyya Moosa 5/5

10
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for the financial year ended 31 December 2015 (Incorporated in the Republic of Maldives)

RATING BY EXTERNAL RATING AGENCIES

The Bank was not rated by any external rating agencies during the financial year.

ZAKAT OBLIGATIONS
The Bank did not pay zakat on behalf of its depositors or shareholders during the financial

year.

AUDITORS
The auditors, Ernst and Young has expressed their willingness to continue in office and thus,

Board is recommending that Ernst & Young be appointed as auditor for the financial year

ending 31% December 2016.

Signed on behalf of the Board of Directors in accordance with their resolution dated 17"

March 2016.

Mr. Najmul Hassan

Chairman

11
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Shariah Board’s Annual Report

To the Shareholders of Maldives Islamic Bank Pvt. Ltd.

Assalamualaikum Wa Rahmatullah Wa Barakatuh.

We, the Shariah Board members of the Bank, have reviewed the Audit Report prepared by the Internal Shariah Unit based on
the audit conducted during the year on the transactions and contracts relating to Islamic banking business provided by
Maldives Islamic Bank Pvt. Ltd. (“the Bank”) during the period ended 31¥ December 2015. We have also conducted our
review to form an opinion as to whether the Bank’s Islamic banking business has complied with Shariah and also with the
specific resolutions, rulings and guidelines issued by us and other relevant authorities. The internal Shariah Unit and Bank’s
management are responsible for ensuring that the Bank’s Islamic banking business is in accordance with Islamic Shariah. It is
our responsibility to form an independent opinion, based on our review of the operations of the Bank, and to report to the
Shareholders of the Bank. .

Our review included examining, on the audit report of the Internal Shariah Unit of the Bank and the review we did on test
basis. We have reviewed different types of transaction and the relevant documentation and procedures adopted by the Bank.
We have planned and performed our review so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the Bank’s business activities were
conducted in compliance with the principles of Shariah.

In our opinion:

A. The contracts, transactions and dealings relating to the Bank’s activities during the year ended 31% December 2015
that we have reviewed were in compliance with the Shariah to a overall satisfactory level. Some major findings were
observed in Murabahah and Diminishing Musharakah (DM) which have been mentioned in the annual audit report.

B. We have noted areas that require improvement in the mode of operation and documentation for certain financing
transactions of the Bank such as Murabaha, Istisna’, Diminishing Musharaka that require rectification. We have
provided guidelines to implement the required improvement.

C. On the management of the Mudaraba Pool (Liability Side), we found that the allocation of profit and charging of
losses relating to Mudaraba investment accounts conform overall to the policies and procedures approved by the
Shariah Board.

D. During the audit period an amount of MVR 635, 901 (six hundred and thirty five thousand, nine hundred and one) has
been transferred into the charity account due to delay in payments and violation of car Murabahah transaction.

E. In certain instances during the audit we note that the staff involved in the work lack proper knowledge of Shariah based
modes of financing. We advised the Management to conduct in house training program for the staff. The same has been
advised in last year report. We also recommend to strengthen the Shariah Compliance Unit with additional trained staff
as the unit is like a backbone for an Islamic bank.

Wallahu A’lam.
We beg Allah the Almighty to grant us all the success and straight-forwardness.
Wassalamualaikum Wa Rahmatullah Wa Barakatuh

3March2016/\
............ L]?\‘:))/
Dr. Ejaz Ahmed Samadani Mufthi Dr. Ibrahim Zakariyya Moosa
Chairman Member Member

12
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Independent Auditors’ Report
To the Shareholders of Maldives Islamic Bank Private Limited

Report on the Financial Statements

We have audited the accompanying financial statements of Maldives Islamic Bank Private Limited (“Bank’),
the financial statements of the Bank, which comprise the statement of financial position as at 31 December
2015, and statement of comprehensive income, statement of changes in equity and cash flow statement for
the year then ended, and a summary of significant accounting policies and other explanatory notes.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards, as adopted by the banking institutions in
Maldives detailed in the “basis of preparation” in notes to these financial statements, and for such internal
control as management determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors' responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with International Standards on Auditing. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity's preparation and fair
presentation of the financial statements 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 entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

In our opinion, so far as appears from our examination, the Bank maintained proper accounting records for
the year ended 31 December 2015 and the financial statements give a true and fair view of the Bank's
financial position as at 31 December 2015 and its financial performance and cash flows for the year then
ended in accordance with International Financial Reporting Standards as adopted by the banking
institutions in Maldives.

17 March 2016%‘\7
Male'

bw




Maldives Islamic Bank Private Limited

STATEMENT OF FINANCIAL POSITION

As at 31 December 2015

ASSETS

Cash and balances with other banks
Balances with Maldives Monetary Authority
Available for sale investment

Investments held to maturity

Net receivables from financing activities
Property, plant and equipment

Intangible assets

Other assets

Total assets

LIABILITIES
Customers' accounts
Other liabilities
Current tax liability
Deferred tax liability
Total liabilities

EQUITY

Share capital

Statutory reserve

Fair value reserve

Retained earnings/ (losses)
Total equity

Total liabilities and equity

Restated
2015 2014
Note MVR MVR

6 120,841,792 151,805,831
7 602,824,173 291,315,094
8 8,200,000 7,000,000
9 496,721,766 452,479.442
10 485,263,590 367,922,804
11 12,661,695 12,950,745
12 9,209,335 8,821,234
13 52,800,047 28,126,905
1,788,522,398 1,320,422,055

14 1,561,182,364 1,121,778,289
15 7,460,284 7,579,815
272 8,151,481 5,233,764
27.3 2,326,476 2,219,873
1,579,120,605 1,136,811,741

16 180,000,000 180,000,000
17 24,317,796 11,872,056
150,000 (750,000)
4,933,997 (7,511,742)

209,401,793 183,610,314
1,788,522,398 1,320,422,055

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

Signed for and on behalf of the Board by,

Mr. Najmul Hassan
Chairman

The accounting policies and notes on pages 18 t

17 March 2016
Male'

14

anaging Director & CEO

5form an integral part of the financial statements.



Maldives Islamic Bank Private Limited
STATEMENT OF COMPREHENSIVE INCOME
Year ended 31 December 2015

Income from financing assets
Profit paid on customer accounts
Net profit earned from financing activities
Commission and fee income
Commission and fee expense
Net commission and fee income
Foreign exchange gain
Income from available for sale investments
Income from held to maturity investments
Total operating income
Personnel costs
General and administrative expenses
Depreciation and amortisation
Total operating expenses
Profit before provisions and tax
Net provision for impairment losses
Profit before tax
Income tax
Profit for the year
Other comprehensive income
Change in fair value of available for sale investment

Income tax effect

Other comprehensive income to be reclassified
to profit or loss in subsequent periods, net of tax

Total comprehensive income for the year

Basic and Diluted Earnings Per Share

2015 2014
Note MVR MVR
18 50,159,976 37,900,837
19 (10,667,844) (5,861,042)
39,492,132 32,039,795
20 13,348,496 14,044,124
21 (510,006) (652,741)
12,838,490 13,391,383
21 982,344 748,330
22 956,000 1,023,000
23 37,765,856 23,426,311
92,034,822 70,628,819
24 (29,490,225)  (22,667,982)
25 (21,605,779)  (18,719,472)
26 (7,160,852) (6,185,125)
(58,256,856) (47,572,579)
33,777,966 23,056,240
9,10 (928,403) (2,941,080)
32,849,563 20,115,160
27 (7,958,084) (6,187,774)
24,891,479 13,927,386
8 1,200,000 1,000,000
27.3 (300,000) (250,000)
900,000 750,000
25,791,479 14,677,386
28 138 78

The accounting policies and notes on pages 18 to 55 form an integral part of the financial statements.

15



Maldives Islamic Bank Private Limited
STATEMENT OF CHANGES IN EQUITY
Year ended 31 December 2015

As at 1 January 2014

Retrospective restatement of prior year's error (Note 34)
Restated balance as at 1 January 2014
Profit for the year

Other comprehensive income

Issuance of shares

Transferred to statutory reserve (Note 17)
As at 31 December 2014

Profit for the year

Other comprehensive income
Transferred to statutory reserve (Note 17)

As at 31 December 2015

The accounting policies and notes on pages 18 to 55 form an integral part of the financial statements.

Share Statutory Fair value Retained Total
capital reserve reserve  earnings/ (losses)
MVR MVR MVR MVR MVR
165,000,000 4,908,363 (2,000,000) (14,475,435) 153,432,928
- - 500,000 - 500,000
165,000,000 4,908,363 (1,500,000) (14,475,435) 153,932,928
- - - 13,927,386 13,927,386
- - 750,000 - 750,000
15,000,000 - - - 15,000,000
- 6,963,693 - (6,963,693) -
180,000,000 11,872,056 (750,000) (7,511,742) 183,610,314
- - - 24,891,479 24,891,479
- - 900,000 - 900,000
- 12,445,740 - (12,445,740) -
180,000,000 24,317,796 150,000 4,933,997 209,401,793

16



Maldives Islamic Bank Private Limited
STATEMENT OF CASH FLOWS
Year ended 31 December 2015

Cash flows from operating activities
Profit before tax

Adjustments for:

Depreciation and amortisation

Income from financing assets

Return on deposit accounts

Income from held to maturity investments

Net provision for impairment losses

Operating loss before changes in operating activities

Change in customers' accounts

Change in other assets

Change in other liabilities

Change in receivables from financing activities
Cash generated from operating activities

Tax paid

Profit paid to deposit holders

Income received from held to maturity investments
Income received from financing Assets

Net cash generated from operating activities

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

Investment in held to maturity investments
Proceeds from held to maturity investments
Net cash used in investing activities

Cash flows from financing activities
Proceeds from issuance of shares

Net cash from financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents as at 1 Jan

Cash and cash equivalents at 31 Dec

Figures in brackets indicate deductions.

2015 2014
Note MVR MVR
32,849,563 20,115,160
26 7,160,852 6,185,125
18 (50,159,976)  (37,900,837)
19 10,667,844 5,861,042
23 (37,765,856)  (23,426,311)
9,10 978,403 2,941,080
(36,269,170)  (26,224,741)
14 438,197,511 280,525,489
13 (24,673,142) (595,983)
15 (119,531)  (1,692,120)
10 (114,035278) (112,905,443)
263,100,391 139,107,202
27.2 (5,233,764) (868,699)
(9,461,280)  (5,489,141)
39,223,532 19,853,869
45876,065 33,925,512
333,504,944 186,528,743
11 (4268,935)  (8,364,362)
12 (2,990,968)  (3,846,716)
(175,700,000)  (294,632,000)
130,000,000 130,000,000
(52,959,904) (176,843,078)
17.2 - 15,000,000
- 15,000,000
280,545,040 24,685,665
443,120,925 418,435,260
6,7 723,665,965 443,120,925

The accounting policies and notes on pages 18 to 55 form an integral part of the financial statements.
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Maldives Islamic Bank Private Limited
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2015

1. REPORTING ENTITY

Maldives Islamic Bank Private Limited (the “Banki¥ incorporated and domiciled in the
Republic of Maldives since1April 2010 as a private limited liability Compamnd presently
governed under the Companies’ Act No.10 of 1996Mattlives Banking Act No 24 of 2010. The
Bank received the banking license under the MatdMenetary Authority Act No. 6 of 1981 on
2" August 2010 to conduct Islamic banking businesthénMaldives and obtained certificate of
approval to commence operations on 6 March 201% fHyistered office of the Bank is at
Coconut Villa, Ameer Ahmed Magu, Male’ 20030, Reluibf Maldives.

The Bank provides full range of banking servicesdoaon Shari'a principles including accepting
deposits, granting of financing facilities and athacillary services.

2. BASIS OF PREPARATION
i. Statement of compliance

The financial statement of the Bank, which compribe Statement of Financial Position,

Consolidated Statement of Comprehensive Incomeaer8ent of Other Comprehensive Income,
Statement of Changes in Equity, Statement of Cdmlv Bnd Notes to the Financial Statements
have been prepared and presented in accordancéntgdthational Financial Reporting Standards
(IFRS) and interpretations of International Finah€&teporting Interpretations Committee (IFRIC),

with the exceptions of the requirements of IAS 3&inancial Instruments : Recognition and
Measurement with regard to the loan (financing)s Ipsovisioning as modified by Prudential

Regulation No0.168 — 2015R on “Asset classificatipmvisioning and suspension of interest”
issued by Maldives Monetary Authority.

ii. Approval of financial statements by directors

The Financial Statements of the Bank for the yealed 31 December 2015 were authorized for
issue by the Board of Directors (together refertechs the “Board”) in accordance with the
resolution of the Board on 17 March 2016.

iii. Basis of measurements

The financial statements have been prepared orhifterical cost basis except for financial
instruments that are measured at fair value.

iv. Functional and presentation currency
These financial statements are presented in MaldiRufiyaa, which is the Bank's functional
currency, except as otherwise indicated, finanof@rmation are presented in Maldivian Rufiyaa.
All financial information presented in Maldivian Ryaa has been rounded to the nearest Rufiyaa.

v. Comparative information

The comparative information is re-classified wherewvecessary to conform to the current  year’s
presentation.
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vi.  Significant accounting judgments, estimates and agsptions

The preparation of the financial statements in eonity with IFRSs adopted by MMA requires

the management to make judgments, estimates amdnpssns that affect the application of

accounting policies and the reported amounts dadtas$iabilities, income and expenses. Actual
results may differ from these estimates.

Estimates and underlying assumptions are revieweg@hoongoing basis. Revisions to accounting
estimates are recognized in the period in whichas@mate is revised and in any past/future
periods affected.

Information about significant areas of estimatiorcertainty and critical judgments in applying
accounting policies that have the most significgffect on the amount recognized in the financial
statement are described wherever necessary.

a) Going concern

The Board made an assessment of the Bank’s akilitgontinue as a going concern and are
satisfied that it has the resources to continukusiness for the foreseeable future. Furthermore,
the Board is not aware of any material uncertasritiat may cast significant doubt upon the

Bank’s ability to continue as a going concern andbies not intend either to liquidate or to cease
operations of the Bank. Therefore, the Financiateshents continue to be prepared on the Going
Concern basis.

b) Useful life time of property, plant and equipment ad intangible assets

The Bank reviews the residual values, useful liaed methods of depreciation/ammortisation of
property, plant and equipment/ intangible assetseath reporting date. Judgment of the
management is exercised in the estimation of tivedees, rates, methods and hence they are
subject to uncertainty.

c¢) Commitments and contingencies

All discernible risks are accounted for in deterimin the amount of all known liabilities.
Contingent liabilities are possible obligations whaxistence will be confirmed only by uncertain
future events or present obligations where thesfeanof economic benefit is not probable or
cannot be reliably measured. Contingent liabiliaes not recognized in the Statement of Financial
Position but are disclosed unless they are remote.

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have beetiexpponsistently to all periods presented in
these financial statements by the Bank.

a) Foreign currency transactions
Transactions in currencies other than Maldivianiyaf are translated to Maldivian Rufiyaa at the
exchange rate ruling at the date of transactionnétlry assets and liabilities denominated in

foreign currencies are translated to Maldivian fRa#i at the exchange rate ruling at the reporting
date. Foreign exchange differences arising on latios are recognized in the profit or loss.
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Non-monetary assets and liabilities, which are mesisat historical cost, denominated in foreign
currencies are translated to Maldivian Rufiyaa re@ t£xchange rates ruling at the dates of
transactions. Non-monetary assets and liabilitdsch are stated at fair value, denominated in
foreign currencies are translated to Maldivian Radi at the exchange rates ruling at the dates the
values were determined.

b) Income from financing and investment activities

* Income on financing contracts of Murabaha is reczghon time apportionment basis using
the decline installment method.

* Income on lIstisna’a financing is recognized on tiapportioned basis over the period and
the profit rate is determined in advance upon agesd of all parties.

* Income from Diminishing Musharaka is recognizedBamk’s Share of Investment over the
period based on the profit rate determined in adeaipon agreement of all parties.

* Income on Mudaraba financing is recognized when tiilght to receive payment is
established or distribution by the Mudarib. In cagéosses in Mudaraba, the Bank’s share
of losses are deducted from its share of MudargitalaThe Bank’s share as a Mudarib is
accrued based on the terms and conditions of theedeMudaraba agreements.

* When receivables from financing assets become eoioqming and where collectability is
doubtful, income is suspended as per the guidetihdtaldives Monetary Authority.

* Income from short-term placements is recognizedaotime-apportioned basis over the
period of the contract using the effective proditer method. The effective profit is the rate
that exactly discounts the estimated future cagimpats and receipts through thepected
life of a financial asset or liability (or, wher@@opriate, a shorter period) to the carrying
amount of the financial asset or liability. Theeefive profit rate is established on initial
recognition of the financial asset and liabilitydas not revised subsequently.

» Placement fees income for arranging a financingeeth a financier and investor and other
investment income are recognized on an accruas.basi

* Income from dividends is recognized when the righieceive the dividend is established.

c) Fees and commission

Fees and commission income and expense that agFahto the profit rate on a financial asset or
liability are included in the measurement of thefprate.

Other fees and commission income, including accaewicing fees, LC commission and
placement fees are recognized as the related esnace performed. When a financing
commitment is not expected to result in the drawsdoof a financing facility, the related
financing fees are recognized on a straight-lirmshaver the commitment period.

Other fees and commission expense relate mainliraigsaction and service fees, which are
expensed as the services are received.

d) Income tax

Tax expense comprises current and deferred taxefutax and deferred tax is recognized in
profit or loss.

Current tax

Current tax is the expected tax payable or recédvab the taxable income or loss for the year,
using tax rates enacted at the reporting date.
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Deferred tax
Deferred tax is recognized in respect of tempodifierences between the carrying amounts of
assets and liabilities for financial reporting pagps and the amounts used for taxation purposes.

Deferred tax is measured at the tax rates thagxgected to be applied to temporary differences
when they reverse, based on the tax rate enactetantively enacted at the reporting date.

Deferred tax assets and liabilities are offsehéré is a legally enforceable right to offset cotre
tax liabilities and assets, and they relate to nmedaxes levied by the same tax authority on the
same taxable entity, or on different tax entitimst they intend to settle current tax liabilitiesda
assets on a net basis or their tax assets anlitiggbivill be realized simultaneously.

e) Financial instruments
()  Recognition and initial measurement

The Bank initially recognizes receivables from fioing activities, Mudaraba, issued and
subordinated liabilities on the date at which tlaeg originated. Regular purchases and sales of
financial assets are recognized on the trade datbieh the Bank commits to purchase or sell the
asset.

All other financial assets and liabilities are iy recognized on the trade date at which thelBan
becomes a party to the contractual provisions @frietrument.

A financial asset or financial liability is measdranitially at fair value plus, (For an item not
subsequently measured at fair value through pofitoss) transaction costs that are directly
attributable to its acquisition or issue.

(i)  De-recognition

The Bank de-recognizes a financial asset when dhéractual rights to the cash flows from the
financial asset expire, or when it transfers tharicial asset in a transaction in which substaptial
all the risks and rewards of ownership of the fmahasset are transferred or in which the Bank
neither transfers nor retains substantially all fisks and rewards of ownership and it does not
retain control of the financial asset. Any instadimin transferred financial assets that quality fo
de-recognition that is created or retained by thakBis recognized as a separate asset or liability
in the statement of financial position.

In case if the Bank enters into transactions wheretransfers assets recognized on its statement
of financial position, but retains either all orbstantially all of the risks and rewards of the
transferred assets or a portion of them. If abdvstantially all risks and rewards are retainieek t
the transferred assets are not de-recognized.

In transactions in which the Bank neither retaims transfers substantially all the risks and
rewards of ownership of a financial asset andtéins control over the asset, the Bank continues
to recognize the asset to the extent of its comginvolvement, determined by the extent to
which it is exposed to changes in the value otithiesferred asset.

The Bank de-recognizes a financial liability whes ¢ontractual obligations are discharged or
cancelled or expired.
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(i) Offsetting

Financial assets and liabilities are offset andntiieamount presented in the statement of financial
position when, and only when, the Bank has a leght to set off the recognized amounts and it
intends either to settle on a net basis or tozedlie asset and settle the liability simultangousl

Income and expenses are presented on a net basiwlen permitted under IFRSs, or for gains
and losses arising from similar transactions sucim ¢he Bank's trading activity.

(iv) Amortized cost measurement

The amortized cost of a financial asset or liapiig the amount at which the financial asset or
liability is measured at initial recognition, minyxincipal repayments, plus or minus the
cumulative amortization using the effective profite method of any difference between the initial
amount recognized and the maturity amount, minyseduction for impairment.

(v) Fair value measurement

Fair value is the amount for which an asset coddekchanged, or a liability settled, between
knowledgeable, willing parties in an arm's lengénsaction on the measurement date.

When available, the Bank measures the fair vallmahstrument using quoted prices in an active
market for that instrument. A market is regarded@s/e if quoted prices are readily and regularly
available and represent actual and regularly osmymarket transactions on an arm's length basis.

(vi) Cash and cash equivalents
Cash and cash equivalents comprise cash in handadaigces with MMA and other banks.
(vii) Receivables

Receivables are financial assets with fixed or rigtgable payments that are not quoted in an
active market. Such assets are recognized initedlyair value plus any directly attributable
transaction costs. Subsequent to initial recogmitieceivables are measured at amortized cost
using the effective profit rate, less any impairiiesses.

Receivables comprise receivables from Murabahesnkst, Diminishing Musharaka, Investment
in Placements and other Receivables.

Receivables and balances from financing activities

Receivables and balances from financing actividiesstated at their gross principle amounts less
amounts received on account of these transactmnosjsion for impairment and deferred profit
relating to future years.

Murabaha receivables
Murabaha receivables consist of deferred salesdddion agreements (Murabaha) and are stated
net of deferred profit and provision for impairment

The Bank arranges a Murabaha transaction by bwycmwmmodity (which represents the object of
the Murabaha) and then sells this commodity to Nheabaha (beneficiary) after computing a
margin of profit over cost which is disclosed te thuyer. The sale price (cost plus the profit
margin) is paid in installments by the Murabahardkie agreed period.
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Istisna’a

Istisna'a is a sale contract between the ultimatgeb (al-mustasni’) and the seller (al-sani’),

whereby the seller based on an order from the atérbuyer undertakes to have manufactured or
otherwise acquired the subject matter of the cohif@-masnoo’) according to specification and

sell it to the ultimate buyer for an agreed upoicgpand method of settlement we as agreed in
advance, by installments or deferred to a spetifiore time. Istisna’a Contracts represent the

disbursements made as of the reporting date aghimsissets acquired or manufactured or built
for istisna’a project plus income recognized, lgggments received as installments.

Diminishing musharaka

Diminishing musharakah is a form of partnership rghene party (Customer) buys the equity
share (ownership units) of the other party (Bankddgally until the title to the equity is
completely transferred to the client. The assel lval acquired under a Musharakah contract and
the buying and selling of the equity (ownershiptsinbetween the parties take place under a
separate sale contract which may be secured underlaeral undertaking to purchase by the
Client.

(viii) Available-for-sale Financial Assets

The Bank’s investments in equity securities aresgifeed as available-for-sale financial assets.
Subsequent to initial recognition, they areasured at fair value and changes therein,
other than impairment losses on available-fée saquity instruments is recognized in other
comprehensive income and presented within equit the fair value reserve. When an
investment is derecognized, the cumulative gainloss in other comprehensive income is
transferred to profit or loss.

(ix) Held to maturity investments

If the Bank has the positive intent and abilityhtwld debt securities (financing arrangements) to
maturity, then such financial assets are class#éigeld-to-maturity. Held-to-maturity financial
assets are recognized initially at fair value phrsy directly attributable transaction costs.
Subsequent to initial recognition held-to-matufityancial assets are measured at amortized cost
using the effective Profit rate method, less angamment losses. Any sale or reclassification of a
more than insignificant amount of held-to-matuiityestments not close to their maturity would
result in the reclassification of all held-to-matyiinvestments as available-for-sale, and prevent
the Bank from classifying investment securities redd-to-maturity for the current and the
following two financial year.

(X) Identification and measurement of impairment

The Bank measures and recognizes the provisionotor and advances (financing) based on
guidelines given by Maldives Monetary Authority.

Specific loan (financing) loss provision requirement

Specific provision for impairment of loans (finang) is recognized in accordance with Prudential
Regulations No. 05 — 2009 promulgated by Maldivemnbtary Authority and provisions shall be
made against all classified loans and advanceaning) exposure as per the requirements
established by Maldives Monetary Authority as fol&

Period outstanding Classification Provision Made
More than 90 days and up to 179 days Substandard 25%
More than 180 days and up to 359 days Doubtful 50%
More than 360 days Loss 100%
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Provisions above are calculated against the gozss (financing) balance (less profit in suspense)
without issuing any allowance for collateral value.

However, As per MMA circular Ref: 98 — CBSS/2012/8ffective from 6 June 2012 and expiring
on 5 June 2015, a temporary leeway is applicabléhi requirements of specific provisioning as
follows;

Period outstanding Classification Unsecured Secured portion
portion of debt of debt
More than 180 days and up to 359 days Doubtful 50% 25%
More than 360 days and up to 719 days Loss 100% 50%
More than 720 days and up to 1079 days Loss 100% 75%
More than 1080 days Loss 100% 100%

With effect from 25 August 2015, specific loan €éirting) loss provision is made on the basis of
continuous review of all advances to customerscrordance with the Prudential Regulation No.
168-2015R on Asset Classification, Provisioning &u$pension of Interest issued by MMA on
aged classification of advances as follows:

Minimum provision as per MMA
regulation

Period outstanding

Classification

Provision made
for unsecured

Provision made for
secured portion of

portion of debt debt
More than 90 days and up t)Substandard 20% 20%
179 days
More than 180 days and up Doubtful 2504 50%
to 359 days
More than 360 days and up Loss 50% 100%
to 719 days
More than 720 days Loss 100% 100%

General loan (financing) loss provision requirement

A general provision on the total unimpaired loamnghcing) portfolio is established to
conservatively cover any unforeseen losses in e¢hdihg (financing) portfolio at the reporting
date, but which have not been specifically idestifas such.

As per Prudential Regulations No. 05 — 2009 proaueld by the Maldives Monetary Authority, a
general loan (financing) loss provision not lesnthi% based on performing advances and 5% on
advances classified as “specially mentioned” iatdisthed.

With effect from 25 August 2015, as per PruderfRebulations No. 168-2015R promulgated by
the Maldives Monetary Authority, a general loamdficing) loss provision not less than 0.5%
based on performing advances and 3% on advancssifidd as “specially mentioned” is
established.
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De-recognition of impairment provision

If, in a subsequent period, the amount of the immpant loss decreases and the decrease can be
related objectively to an event occurring after ithpairment was recognized (such as the debtor
regularizing loan (financing) repayment), the poesly recognized impairment loss is reversed by
adjusting the allowance account. Amounts recovdredh fully impaired loans and advances
(financing) are recognized as income on a casts basi

I mpairment of available-for-sale investment

At each reporting date an assessment is made wh#ibee is any objective evidence of
impairment in the value of Available-for-sale Ficat Assets. Impairment losses are recognized
if and only if there is objective evidence of impagnt as a result of one or more events that
occurred after initial recognition of financial asga ‘loss event’) and that loss event (or events)
has an impact on the estimated future cash flowsheffinancial asset that can be reliably
measured.

The Bank treats available for sale investmentsrgmired when there has been a significant and
prolonged decline in the fair value below its castvhere other objective evidence of impairment
exists. The determination of what is significantpoolonged requires considerable judgment. The
Bank determines “significant” generally as 20% @renand ‘prolonged” greater than six months.
In addition, the Bank evaluates other featuresludiocg normal volatility in share price and
volume of share trading.

If the available-for-sale financial asset is impdirthe difference between the financial asset’s
acquisition cost (net of any principle repaymend amortization) and the current fair value, less
any previous impairment loss recognized in profilass is removed from other comprehensive
income and recognized in the profit or loss.

The Bank initially recognizes subordinated liabgkt on the date that they are originated. All other
financial liabilities are recognized initially ohd trade date at which the Bank becomes a party to
the contractual provisions of the instrument. TlamiBde-recognizes a financial liability when its
contractual obligations are discharged or canceltezkpired.

The Bank has non-derivative financial liabilitiagch as customers’ Accounts and other payables.
Such financial liabilities are recognized initialgt fair value plus any directly attributable
transaction costs. Subsequent to initial recogmjtihese financial liabilities are measured at
amortized cost.

(xi) Financial Liabilities (Non- derivative)
Customer Accounts comprise following products.
a) Current accounts

Current Account is a deposit account which offarstamers a flexible way to manage their
everyday banking needs. This type of account gedan the Sharia’a concept of Qard and
does not earn any profit.

Salient features:

* Non- profit sharing

* Flexible banking and personal services
e No Minimum deposit amount

* Cheque book is provided
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b) Savings accounts

Savings Account is a profit earning account whiffers customer a way to share in MIB profit
distributions by investing their savings in a Shaicompliant manner.

The Bank invests deposited funds and shares tHéspbetween the bank and the customer
based on the bank’s declared profit ratio at theé @nheach month following the concept of
Mudaraba.

Salient features:

* Profit sharing
*  Minimum deposit amount for individuals MVR. 200W8D 20
» Profit distributions every six months

¢) General investment accounts

General Investment Account is a profit earning aotavhich offers customer a way to share in
Bank’s profit distributions by investing their mgna a Sharia’a compliant manner based on
Mudaraba concept.

The Bank invests deposited funds and calculatepritfégs between the bank and the customer
based on the bank’s declared profit sharing ratitheend of each month and paid on maturity
date.

Salient features:

* Profit sharing

» Profit distribution at maturity

* Flexible investment periods from 3, 6, 9 & 12 manth 2, 3 and up to 5 years
e Minimum deposit amount for customers MVR. 5,000&D 500

d) Margin accounts

Margin accounts are usually security deposit actheld by the bank on Wakalah, Kafalah
and trade Murabahah based financing arrangemeowsdpd by the bank. These accounts are
currently structured as non- profit sharing acceunt

The Bank maintains margin accounts for the follayservices:

* Trade Murabahah

* Wakalah LC

* Shipping GuaranteesPerformance Guarantees
* Bid Guarantees financing

e) Share Capital
Ordinary Shares

Ordinary shares are classified as equity. Increatemtsts directly attributable to the issue of
ordinary shares are recognized as a deductiondaprity.
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f) Property, Plant and Equipment

) Recognition and Measurement
Items of property and equipment are measured alessaccumulated depreciation and accumulated
impairment losses.

Cost includes expenditures that are directly attable to the acquisition of the asset. The cost of
self-constructed assets includes the cost of naégeeind direct labor, any other costs directly
attributable to bringing the assets to a workingndition for their intended use, the costs of

dismantling and removing the items and restorirggdite on which they are located and capitalized
borrowing costs. Purchased software that is intagréhe functionality of the related equipment is

capitalized as part of that equipment.

When parts of an item of property or equipment tdifferent useful lives, they are accounted for as
separate items (major components) of property gngpment, if any.

The gain or loss on disposal of an item of propartg equipment is determined by comparing the
proceeds from disposal with the carrying amounthef item of property and equipment, and are
recognized net within other income in profit ordos

(i) Subsequent Costs

The cost of replacing a part of an item of propertgquipment is recognized in the carrying amount
of the item if it is probable that the future econo benefits embodied within the part will flow tioe
Bank and its cost can be measured reliably.

The carrying amount of the replaced part is degezed. The costs of the day-to-day servicing of
property and equipment are recognized in profibss as incurred.

(iii) De-recognition

The carrying amount of an item of property, plamd aquipment is derecognised on disposal or when
no future economic benefits are expected fromsts ar disposal. The gain or loss arising from de
recognition of an item of property, plant and eguimt is included in the Statement of
Comprehensive Income when the item is derecognized.

When replacement costs are recognized in the ogrgmount of an item of property, plant and
equipment, the remaining carrying amount of thdaega part is de recognized. Major inspection
costs are capitalized. At each such capitalizatioe remaining carrying amount of the previous cost
of inspections is de recognized.

(iv) Depreciation
Depreciation is recognized in profit or loss ortraight-line basis over the estimated useful ligés
each part of an item of property and equipmentesihis reflects most closely the expected pattérn o

consumption of the future economic benefits emlubitiehe asset.

The estimated useful lives for the property andmygant are as follows:

Office Equipment 5 Years
Computer Equipment 4 Years
Furniture 5 Years
Leasehold Building Over lease period
Motor Vehicles 5 Years
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Depreciation methods, useful lives and residualieslare reassessed at the reporting date. A full
month’s depreciation is provided in the month dénded use while, no depreciation is provided in
the month of disposal.
g) Intangible Assets

® Recognition and Measurement

Intangible assets that are acquired by the Banlstated at cost less accumulated amortization and
impairment losses.

(i) Subsequent Expenditure

Subsequent expenditure is capitalized only whémcieases the future economic benefits embodied
in the specific asset to which it relates. All atlexpenditure is recognized in profit or loss when
incurred.

(iii) De-recognition of intangible assets

The carrying amount of an item of intangible assederecognized on disposal or when no future
economic benefits are expected from its use. Tireaydoss arising from de-recognition of an item
of intangible asset is included in the StatementCoimprehensive Income when the item is
derecognized.

(iv) Amortization

Amortization is charged to the profit or loss ostiaight line basis over the estimated useful lives
of assets unless such lives are indefinite. Thenattd useful lives estimated by the Bank are as

follows:
Computer Software 5 Years
Core Banking and Database software 7 Years

h) Impairment of Non-Financial Assets

The carrying amounts of the Bank's non-financisdess other than deferred tax assets are
reviewed at each reporting date to determine whebiege is any indication of impairment. If any
such indication exists then the asset's recovermbtaint is estimated.

The recoverable amount of an asset or cash-gemgnatit is the greater of its value in use and its
fair value less costs to sell. In assessing valuaise, the estimated future cash flows are
discounted to their present value using a pre-tecodnt rate that reflects current market
assessments of the time value of money and the siscific to the asset.

An impairment loss is recognized if the carryingoammt of an asset or a cash generating unit
exceeds its recoverable amount. Impairment logfsasy, are recognized in profit or loss.

In respect of other assets, impairment losses néped) in prior periods are assessed at each
reporting date for any indications that the loss Hacreased or no longer exists. An impairment
loss is reversed if there has been a change ireshmates used to determine the recoverable
amount. An impairment loss is reversed only toekient that the asset's carrying amount does not
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exceed the carrying amount that would have beesrm@ted, net of depreciation or amortization,
if no impairment loss had been recognized.

i) Provisions

A provision is recognized if, as a result of a pastnt, the Bank has a present legal or consteictiv
obligation that can be estimated reliably, and ipiobable that an outflow of economic benefits
will be required to settle the obligation. Provissoare determined by discounting the expected
future cash flows at a pre-tax rate that reflecisant market assessments of the time value of
money and, where appropriate, the risks speciftbediability.

A provision for onerous contracts is recognized mvhiee expected benefits to be derived by the
Bank from a contract are lower than the unavoid&olst of meeting its obligations under the
contract. The provision is measured at the pregahte of the lower of the expected cost of
terminating the contract and the expected net obstontinuing with the contract. Before a
provision is established, the Bank recognizes amgairment loss on the assets associated with
that contract.

i) Employee Benefits

® Short-Term Benefits
Short-term employee benefit obligations of the Bard&kmeasured on an undiscounted basis and are
expensed as the related service is provided. Alitials recognized for the amount expected to be
paid under short-term cash benefits if the Bankehpeesent legal or constructive obligation to pay

this amount as a result of past service providetihbyemployee and the obligation can be estimated
reliably.

(i) Retirement Pension Scheme

The Bank has enrolled its employees in the RetirerRension Scheme with effect from 1 May

2011 based on the Regulation on Maldives Retirenfeemsion Scheme published by the

Government of Maldives. The Bank deducts 7% frommheamployee’s pensionable wages on

behalf of the employees between 16 and 65 yearsnaaites payment to Maldives Pension

Administration Office (MPAQ). The Bank contributesthe Retirement Pension Scheme at the rate
of 7% on pensionable wages. Obligations for coutiiims to retirement pension scheme are
recognized in the Statement of Comprehensive Income

k) Operating Expenses

All operating expenses incurred in the runninghef Bank and in maintaining the capital assets in
a state of efficiency has been charged to the iedomarriving at profits or loss for the period.

Expenses incurred for the purpose of acquiringaeging or improving assets of a permanent
nature by means of which to carry on the busineg®rothe purpose of increasing the earning
capacity of the Bank have been treated as capitanses.

[) Earnings per share

Basic and diluted earnings per share has beenlatdduand presented by the Bank voluntarily in
accordance with the International Accounting Stath@3 “Earning Per Share”.
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4.

DETERMINATION OF FAIR VALUES

A number of the Bank’s accounting policies and ldsares require the determination of fair
value, for both financial and non-financial assetd liabilities.

Fair values have been determined for measuremeht @m disclosure purposes based on the
following methods. When applicable, further infotioa about the assumptions made in
determining fair values is disclosed in the nopeectic to that asset or liability.

(i) Receivables

The fair value of receivable from financing aciie® and other receivables is estimated as the
present value of future cash flows.

(i) Asset Available for Sale

The fair value of investment in equity is deterndingith reference to their quoted closing bid
price at the measurement date.

(i) Financial liabilities (Non-derivative)

Fair value, which is determined for disclosure jpggs, is calculated based on the present value of
cash flows.

(iv) Held to Maturity Investments

The fair value of held to maturity investment isireated as the present value of future cash flows,
discounted at the market rate of Profit rate atréporting date. This fair value is determined for
disclosure purposes.

NEW STANDARDS, AMENDMENTS AND INTERPRETATIONS

New accounting standards became effective duringpé year

The following International Accounting Standardvddeen issued by the International
Accounting Setting Board (IASB) which is not yetesftive as at 31 December 2015.

IFRS 13 - Fair Value Measurement

IFRS 13 establishes a single source of guidancerdfdRS for all fair value measurements. IFRS
13 does not change when an entity is required ¢ofais value, but rather provides guidance on
how to measure fair value under IFRS when fair @ddurequired or permitted.

The Bank did not have any material impact from iimplementation of IFRS 13. Necessary
disclosures required by the new Standard have lednded in the Notes to the Financial

Statements.

Standards Issued but not yet Effective at the Repting Date

The following International Accounting Standardsvénabeen issued by the International
Accounting Setting Board (IASB) which is not yeteetive as at 31 December 2014.
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IFRS 14 - Regulatory Deferral Accounts

The objective of this Standard is to specify theaficial reporting requirements for regulatory
deferral account balances that arise when an gmtityides goods or services to customers at a
price or rate that is subject to rate regulatiéiR$ 14 will become effective on 01 January 2016.
The impact of the implementation of the above Stathdhas not been quantified yet.

IFRS 15 - Revenue from Contracts with Customers

The objective of this Standard is to establish ghaciples that an entity shall apply to report
useful information to users of financial statemematsout the nature, amount, timing and
uncertainty of revenue and cash flows arising feooontract with a customer.

IFRS 15 will become effective on 01 January 201fe Tmpact of the implementation of the
above Standard has not been quantified yet.

IFRS 9 - Financial Instruments

This standard will replace IAS 39 - Financial Instents, Recognition and Measurement. The
improvements introduced by IFRS 9 include a logmablel for classification and measurement, a
single, forward-looking ‘Expected Loss’ impairmenbdel and a substantially-reformed approach
to hedge accounting. IFRS 9 will become effectinedd@ January 2018 and contains the following
phases.

Phase 1: Classification and Measurement

Classification determines how financial assets famancial liabilities are accounted for in the

financial statements and, in particular, how theg measured on an ongoing basis. IFRS 9
introduces a logical approach for the classificatif financial assets driven by cash flow

characteristics and the business model in whictasset is held. This single, principle-based
approach replaces existing rule-based requirentleatsre complex and difficult to apply.

Phase 2: Impairment

IFRS 9 introduces a new, expected loss impairmeatei that will require more timely
recognition of expected credit losses. Specificalye new Standard requires entities to account
for expected credit losses from when financialrinsents are first recognised and it lowers the
threshold for recognition of full lifetime expectiatses.

Phase 3: Hedge Accounting

IFRS 9 introduces a substantially-reformed modehfedge accounting with enhanced disclosures
about risk management activity. The new model s a substantial overhaul of hedge
accounting that aligns the accounting treatmenrih witk management activities, enabling entities
to better reflect these activities in their finalcstatements. In addition, as a result of these
changes, users of the financial statements wilpfmvided with better information about risk
management and the effect of hedge accounting edinncial statements. The impact on the
implementation of the above Standard has not beantijied yet.
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6

6.1

6.2

7.1

7.2

CASH AND CASH EQUIVALENTS 2015 2014
MVR MVR
Cash in hand (Note 6.1) 39,011,138 44,540,973

Balances with other banks (Note 6.2)

81,830,654.07,264,858

120,841,792 151,805,831

Cash in hand 2015 2014
Foreign Exchange Carrying Foreign Exchange Carrying
Currency Rate Amount Currency Rate Amount
uUsb 782,005 15.395 12,038,967 1,251,264 15.395 19,263,209
EUR 235 16.759 3,938 235 18.943 4,452
MVR - - 26,968,233 - - 25,273,312
Total 39,011,138 44,540,973
Balances with other banks
2015 2014
Foreign Exchange Carrying Foreign Exchange Carrying
Currency Rate Amount Currency Rate Amount
HBL (USD) 4,535,879 15.395 69,829,862 6,572,731 15.395 101,187,195
Commerz (EUR) 40,790 16.759 683,587 33,503 18.943 634,637
BML (USD) 528,324 15.395 8,133,548 197,505 15.395 3,040,585
BML (MVR) - - 3,183,657 - - 2,402,441
Total 81,830,654 107,264,858

The Bank has its nostro accounts at both Habib American Badkw York (HBL) and Commerz
Bank - Frankfurt (Commerz). Both these accounts are opretefacilitate its foreign remittance
activities and trade finance activities.

BALANCES WITH MALDIVES MONETARY AUTHORITY 2015

MVR

2014
MVR

Minimum reserve requirement (MR)ote 7.1)
Balance in excess of MRR with MM@®ote 7.2)
Total

153,172,936 218,429,997
449,651,237 72,885,097
602,824,173 291,315,094

Minimum reserve requirement ("MRR")

As per the regulations of the Maldives Monetary Authoritiie(t"'MMA"), the Bank is required to
maintain a reserve deposit based on 10% of 14 days averabe @fustomers' deposits with the Bank
excluding interbank deposits of other banks in Maldives deftier of credit margin deposits.
Accordingly, the Bank has to maintain 10% (2015 - No. CB-B&11/5/09) and 20% (2014 - No. CB-
BSD/2014/01) of customers deposit as Minimum Reserve Reongint. The Bank has maintained the
minimum reserve requirement according to the regulatissgdd by the MMA. These deposits are not
available for the Bank’s day-to-day operations.

Balance in excess to minimum reserve requirement

The balance in excess of MRR does not carry any return ance thasds will be utilised for
operational, future financing and investment atiéigi of the Bank.
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8

10

101

10.2

AVAILABLE FOR SALE INVESTMENT 2015 2014
MVR MVR

At the beginning of the year 7,000,000 6,000,000

Change in the fair value during the year 1,200,000 1,000,000

At the end of the year 8,200,000 7,000,000

Available for sale investment represents the investmerthé quoted shares of Dhivehi Rajjeyge
Gulhun Plc. The investment comprised of 100,000 shares mathinal value of MVR 2.5/- which
were purchased at MVR 80/- per share. As at the reporting tfsgeshares were valued at MVR 82/-
each (2014: MVR 70/-).

INVESTMENTS HELD TO MATURITY

Contract Country Maturity Indicative 2015 2014
type Rate MVR MVR
HDFC, Maldives Wakalah Maldives 1 year 8.5% p.a. 30,876,756 20,364,357
MOFT, Maldives Wakalah Maldives 1 year 7.5% p.a. - 31,268,760
ICD Money Market Wakalah Malaysia Ondemand 4.54% p.a. 25,897,817 25,090,164
Treasury bills Mudharabah Maldives 95 Days 7.5% p.a. 440,097,193 375,956,161
496,871,766 452,679,442
Less:
General provision on placement with HDFC as per MM4guirement (150,000) (200,000)
Net Investment in Placement 496,721,76 452,479,44
NET RECEIVABLES FROM FINANCING ACTIVITIES 2015 2014
MVR MVR
Murabaha 216,068,731 131,452,128
Istisna‘a 178,973,255 168,009,114
Diminishing Musharaka 97,469,316 74,565,127
Total receivables from financing activities 492,511,303 374,026,369
Less:
Specific financing loss provision (Note 10.1) (4,8®) (2,324,166)
General financing loss provision (Note 10.2) (2,886) (3,532,887)
Profit in suspense (412,258) (246,512)
Net receivables from financing activities 485,263,899 367,922,804
Movement in specific financing loss provision
At the beginning of the year 2,324,166 449,257
Add: Provision made during the year 1,995,443 1,874,909
At the end of the year 4,319,609 2,324,166
Movement in General Provision
At the beginning of the year 3,532,887 2,466,716
Add: Provision made during the year (1,017,041) 1,066,171
At the end of the year 2,515,846 3,532,887
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11

111

11.2

11.3

114

115

12

121

12.2

PROPERTY, PLANT AND EQUIPMENT

Gross carrying amount

Leasehold building
Computer equipment
Furniture

Office equipment

Total gross carrying amount

Capital work in progress

Leasehold building
Computer equipment
Furniture

Office equipment

Depreciation

Leasehold building
Computer equipment
Furniture

Office equipment
Total depreciation
Net book value

During the financial year, the Bank acquired property, pkamd equipment to the aggregate value of

As at As at
1 January Additions Disposals 31 December
MVR MVR MVR MVR
5,899,260 105,826 - 6,005,086
10,084,323 1,836,680 - 11,921,003
1,415,516 324,187 - 1,739,703
5,671,713 549,215 - 6,220,928
23,070,812 2,815,908 - 25,886,720
As at Incurred Transfers As at

1 January during the year during the year

31 December

MVR MVR MVR MVR
- 305,163 -105,826 199,337
50,668 1,481,840 -682,423 850,086
- 115,636 -19,500 96,136
966,807 731,840 -373,702 1,324,945
1,017,475 2,634,479 (1,181,451) 2,470,503
As at As at
1 January Charged 31 December
MVR MVR MVR MVR
2,158,230 973,795 - 3,132,025
5,316,668 2,097,708 - 7,414,376
648,451 308,453 - 956,904
3,014,193 1,178,030 - 4,192,223
11,137,542 4,557,985 - 15,695,527
12,950,745 12,661,695

MVR 4,268,935/- (2014 - MVR 8,364,362/-). Cash payments amiog to MVR 4,268,935/-(2014 -
MVR 8,364,362/-) were made during the year fordhguisition of property, plant and equipment.

Property, plant and equipment include fully depreciatesetsshaving a gross carrying amounts of

MVR 6,941,336/- (2014 — MVR 2,135,197/-)

INTANGIBLE ASSETS

Gross carrying amount

At cost

At the beginning of the year
Transfers/ acquired

At the end of the year

Accumulated amortisation
At the beginning of the year
Charge for the year

At the end of the year

Core banking and database

Other computer software

software
2015 2014 2015 2014
MVR MVR MVR MVR
10,608,557 9,225,285 3,092,624 2,516,013
3,907,108 1,383,272 11,501 576,611
14,515,665 10,608,557 3,104,125 3,092,624
5,142,724 3,653,069 1,520,346 1,006,159
1,984,339 1,489,655 618,527 514,187
7,127,063 5,142,724 2,138,873 1,520,346
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12

12.3

12.4

125

13

131

13.2

13.3

14

14.1

INTANGIBLE ASSETS Core banking and database

Other computer software

software
2015 2014 2015 2014

Software work in progress MVR MVR MVR MVR
At cost
At the beginning of the year - - 1,783,123 -
Incurred during the year 392,573 - 2,586,894 1,783,123
Transfers during the year - - -3,907,108 -
At the end of the year 392,573 - 462,908 1,783,123

2015 2014

MVR MVR
Total intangible assets 9,209,335 8,821,234

During the financial year, the Bank acquired intangibleetsgo the aggregate value of MVR
2,990,968/- (2014 - MVR 3,846,716/-). Cash payments amignd MVR 2,990,968/-(2014 - MVR
3,846,716/-) were made during the year for the &itipn of intangible assets.

Intangible assets include fully amortised assets havingoasgcarrying amounts of MVR 156,506/-

( 2014 — nill).

OTHER ASSETS 2015 2014
MVR MVR

Refundable deposits (Note 13.1) 1,026,550 924,250

Prepayments (Note 13.2) 2,228,795 1,697,481

Advance payments against financing assets (Nof®) 13. 48,251,092 24,659,281

Other receivables 1,293,609 845,893
52,800,047 28,126,905

The refundable deposits mainly comprised of the securipodits paid for the leasehold buildings
including the deposit for the ATM kiosks.

The prepayments are comprised of the IT relateg@tiand maintenance fees paid in advance.

The advance payments against financing assets comprighd aflvance payments made to suppliers
for the procurement of goods under finance faesiti

CUSTOMERS' ACCOUNTS 2015 2014
MVR MVR
Current accounts 728,251,615 473,875,981
Saving accounts 638,574,753 492,168,608
General investment accounts 164,902,996 126,105,395
Margin accounts (Note 14.1) 29,453,001 29,628,305

1,561,182,364 1,121,778,289

Margin accounts include an amount of MVR 2,097,010 (2014: RV¥,888,603) contributed by
customers to acquire the assets financed undenidinig musharaka.
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15

16

16.1

17

18

OTHER LIABILITIES 2015 2014
MVR MVR
Accrued expenses 1,592,312 695,305
Pension payable 198,021 148,192
Payable to suppliers 1,231,742 61,468
Cashiers cheque 2,248,530 792,815
Charity funds from financing 635,807 1,031,154
Retention on Istisna'a projects 729,265 4,076,394
Deferred income 816,880 646,405
Other liabilities 7,727 128,082
7,460,284 7,579,815

SHARE CAPITAL

Authorised share capital

1,000,000 ordinary shares of MVR 1,000/- each 1,000,000,000 1,000,000,000

Issued and fully paid up share capital

180,000 ordinary shares (2014 - 180,000 shares) 180,000,000 180,000,000

Islamic Corporation for the Development of the Private Seend the Government of Maldives
have subscribed 85% and 15% respectively for the Banksledsand fully paid sharecapital as at
31 December 2015. The holders of the ordinary shares ardedntd dividends as declared from
time to time and are entitled to one vote per share at the kblakers' meetings of the Bank. No
dividends have been declared by the board of directors ®rythar ended 31st December 2015

/7°N1 A - NLIN

STATUTORY RESERVE

According to the Maldives Banking Act No 24/2010, a Bank khHbcate, after taxes, at least 50%
of its net distributable profits for the formation of a capiteserve until the reserve totals 50% of its
paid-up capital. Once the reserve reaches 50% of the Baakdsyp capital, the allocation shall not
be less than 25% of the Bank’s net distributable profit uh# reserve totals an amount equal to the
bank’s paid-up capital. The Bank may not reduce its capital the reserve accumulated in the
manner described in the act or in any other manner withouMNE\'s prior approval. The Bank
has transferred MVR 12,445,740/- during the year ended 3telber 2015 (2014: MVR

A AAA AAAT

INCOME FROM FINANCING ASSETS 2015 2014
MVR MVR

Income from Financing Activities

Income from Murabaha 22,215,901 15,172,204
Income from Istisna 19,123,08 17,168,26

Income from Diminishing Musharaka 8,820,991 5,560,365
Net Income 50,159,976 37,900,837
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19 PROFIT PAID ON CUSTOMER ACCOUNTS 2015 2014
MVR MVR
General Investment Accounts 4,890,327 2,288,032
Savings Accounts 5777517 3,573,010
10,667,844 5,861,042
20 NET COMMISSION AND FEE INCOME
Commission and fee income
Banking services 522,100 563,673
Trade finance services 1,435,268 1,250,918
Remittances 9,520,779 10,939,456
ATM, POS and internet banking services 1,823,8171,253,843
Other fees and commissions income 46,532 36,234
Total 13,348,496 14,044,124
Commission and fee expense
Fund transfer expenses (510,006) (652,741)
Total (510,006) (652,741)
Net commission and fee income 12,838,490 13,391,383
21 FOREIGN EXCHANGE GAIN
Foreign exchange gain 982,344 748,330
22 INCOME FROM AVAILABLE FOR SALE INVESTMENT
Dividend received (Note 23.1) 956,000 1,023,000

22.1 The dividend income represents the dividend received duhia year from investment in the quoted
shares of Dhivehi Raajjeyge Gulhun Plc. The dividend wadaded at MVR 4.84 per share as
interim dividend & MVR 4.72 per share as final dividend foretlyear 2015. (2014 Interim of
MVRA4.5 and final of MVR5.73)

23 INCOME FROM HELD TO MATURITY INVESTMENTS 2015 2014

24

Wakala Placement Income
Islamic Treasury bill Income

PERSONNEL COSTS

Salaries and wages
Contribution to defined contribution plans
Housing allowance

MVR MVR

3,507,069 5,573,787
34,258,786 17,852,524

37,765,85 23,426,31

21,274,794 17,766,461
1,040,960 863,376
3,239,725 2,426,869

Annual and ramadan bonus 1,808,013 632,170
Training and development 777,508 184,350
Medical insurance 595,585 403,887
Uniforms 302,469 126,404
Other staff expenses 451,170 264,465

37

29,490,225 22,667,982




Maldives Islamic Bank Private Limited
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 20:

25 GENERAL AND ADMINISTRATIVE EXPENSES 2015 2014
MVR MVR
Rent 5,620,781 5,033,064
Technology related expenses 4,610,367 2,791,385
Electricity expenses 1,691,170 1,499,378
Connectivity and internet charges 1,493,253 1,122,855
Financing related expenses 1,210,370 1,756,716
Premises security and insurance 1,138,334 1,260,538
Stationary costs 876,893 757,202
Marketing and advertising expenses 798,402 937,706
Travelling expenses 742,373 803,678
Directors allowance and board related expenses 327,1 850,346
Sharia board related expenses 533,691 393,587
Utility expenses 477,061 363,235
Communication expenses 397,736 351,381
Maintenance 313,916 341,513
Legal and professional expenses 372,253 228,853
Charitable donations 185,610 132,681
Other operating expenses 416,409 95,354

21,605,779 18,719,472

26 DEPRECIATION AND AMORTISATION

Depreciation on property plant and equipment (N@&g 4,557,985 4,181,283
Amortisation on intangible assets (Note 13) 2,602,86 2,003,842
7,160,852 6,185,125

27 INCOME TAX

Current tax (Note 27.1) 8,151,481 5,346,078
Over provision for previous year's current tax - (112,314)
Deferred tax (Note 27.2) (193,397) 954,010
Income tax expense reported in the statement 7,958,08 6,187,77.

of comprehensive income
27.1 Current tax
The bank is liable to pay income tax (at the rate of 25%) in etaoce with the Bank Profit Tax

regulations issued in September 1999 by the Maldives InRedenue Authority. A reconciliation
between taxable profit and the accounting profitsgollows.

201¢ 201¢

MVR MVR
Accounting profit before tax 32,849,563 20,115,160
Add: Aggregate disallowable items 8,536,990 7,251,296
Less: Aggregate allowable items (8,780,631)  (5,982,145)
Taxable income for the year 32,605,923 21,384,311
Income tax @ 25% 8,151,481 5,346,078
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27.2 Current tax liability

At the beginning of the year
Current tax

Over provision for previous years
Tax paid during the year

At the end of the year

27.3 Deferred tax

2015 2014
MVR MVR
5,233,764 868,699
8,151,481 5,346,078
- (112,314)
(5,233,764) (868,699)
8,151,481 5,233,764

The following table shows deferred tax recorded on the state of financial position and changes
recorded in the statement of comprehensive incardeother comprehensive income net of tax.

Changes in

Property, fair value

plant and of available

equipment for sale Inv Total

MVR MVR MVR

31 December 2015
Deferred tax (asset)/ liability 1,013,081 50,000 2,326,476
Statement of comprehensive income (49,839) - (193,397)
Other comprehensive income - 300,000 300,000
31 December 2014
Deferred tax (asset)/ liability 1,062,920 (250,000) 2,219,873
Statement of comprehensive income 574,565 - 954,010
Other comprehensive income - 250,000 250,000

28 BASIC EARNINGS PER SHARE

The calculation of basic and diluted earnings per sharedsdan profit for the year attributable to
the ordinary shareholders and weighted average numberdafagsy shares outstanding during the

year and is calculated as follows:

Profit attributable to ordinary shareholders (in RV

Weighted average number of ordinary shares

Basic Earnings Per Share - MVR
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2015 2014
24,891,479 13,927,386
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29 CLASSIFICATION OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

31 December 2015 Note HeId-Fo- Advance and Available- Other fingncial Total carrying
maturity receivables for-sale liabilities amount
Cash and balances with other banks 6 - 120,841,792 - - 120,841,792
Balances with Maldives Monetary Authority 7 - 602,824,173 - - 602,824,173
Available for sale investment: equity shares 8 - - 8,200,000 - 8,200,000
Investments held to maturity 9 496,721,766 - - - 496,721,766
Net receivables from financing activities 10 - 485,263,590 - - 485,263,590
Other assets 13 - 50,571,252 - - 50,571,252
Total Assets 496,721,766 1,259,500,806 8,200,000 - 1,764,422,572
Customers' Accounts 14 - - - 1,561,182,364 1,561,182,364
Other Liabilities 15 - - - 5,051,092 5,051,092
Total Liabilities - - - 1,566,233,456 1,566,233,456
31 December 2014 Note HeId-Fo- Advance and Available- Other amortised Total carrying
maturity receivables for-sale cost amount
Cash and balances with other banks 6 - 151,805,831 - - 151,805,831
Balances with Maldives Monetary Authority 7 - 291,315,094 - - 291,315,094
Available for sale investment: equity shares 8 - - 7,000,000 - 7,000,000
Investments held to maturity 9 452,479,442 - - - 452,479,442
Net receivables from financing activities 10 - 367,922,804 - - 367,922,804
Other assets 13 - 26,429,424 - - 26,429,424
Total Assets 452,479,442 837,473,153 7,000,000 - 1,296,952,595
Customers' Accounts 14 - - - 1,121,778,289 1,121,778,289
Other Liabilities 15 - - - 6,238,105 6,238,105

Total Liabilities

1,128,016,394

1,128,016,394
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30

30.1

FINANCIAL RISK MANAGEMENT

The Bank has exposure to the following risks frésruse of financial instruments:
= Credit risk

= Liquidity risk

= Market risk

» Operational risk

This note presents information about the Bank’s objectipeticies and processes for measuring and
managing risk.

The Bank's board of directors has overall responsibilitytfe establishment and oversight of the
Bank's risk management framework. The board of directossdsablished the Risk Management
Unit (RMU), which is responsible for developing amoénitoring risk management policies.

The Bank's risk management policies are established tdiigemmd analyse the risks faced by the
Bank, to set appropriate risk limits and contraisg to monitor risks and adherence to limits. Tible
management policies and systems are reviewed regularsflect changes in market conditions and
the Bank's activities. The Bank, through its training anchegement standards and procedures, aims
to develop a disciplined and constructive control envirentmin which all employees understand
their roles and obligations.

The Audit Committee oversees how management monitors d¢ang@l with the Bank's risk
management policies and procedures, and reviews the adeqtithe risk management framework
in relation to the risks faced by the Bank. The Bank Audit Cdttes is assisted in its oversight role
by Internal Audit. Internal Audit undertakes both reguladaad hoc reviews of risk management
controls and procedures, the results of which gpented to the Audit Committee.

The Board of Directors has overall responsibility for théabishment and oversight of the Bank’s
risk management framework.

Credit Risk

‘Credit risk’ is the risk of financial loss to the Bank if a dosner or counterparty to a financial
instrument fails to meet its contractual obligations, arides principally from the Bank’s financings
to customers and Deposits and placements with other banksingestment in securities. For risk
management reporting purposes, the Bank considers analictates all elements of credit risk
exposure (such as individual obligor default risdeintry and sector risk).

The market risk in respect of changes in value in tradingtassésing from changes in market prices
applied to securities and specific assets included in nadissets is managed as a component of
market risk.

The Bank’s exposure to credit risk is influenced mainly bg thdividual characteristics of each
customer. There is no concentration of credit giskgraphically.

Settlement risk

The Bank’s activities may give rise to risk at the time of leetent of transactions and trades.
Settlement risk’ is the risk of loss due to the failure of anitgrto honor its obligations to deliver
cash, securities or other assets as contractugibed.

For certain types of transactions, the Bank mitigates fisis by conducting settlements through a
settlement/clearing agent to ensure that a trade is settigdwhen both parties have fulfilled their
contractual settlement obligations. Settlement limitsrf@art of the credit approval/limit monitoring
process described earlier. Acceptance of settlement riskee-settlement trades requires transaction-
specific or counterparty-specific approvals from M
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30 FINANCIAL RISK MANAGEMENT (CONTINUED)

The Bank's credit risk management framework

The board of directors has delegated responsibility forahersight of credit risk to its Board Risk
Management Committee (BRMC). A separate Risk Managemarartteent, reporting to the board of
directors, is responsible for managing the Bankeslit risk, including the following.

» Formulating Credit policies in accordance witk ffinancing Manual approved by the Board and
in consultation with business units, covering dellal requirements, credit assessment, risk grading
and reporting, documentary and legal procedurescampliance with regulatory and statutory
requirements.

« Establishing the authorization structure for éipproval and renewal of credit facilities.
Authorization limits are allocated to. Financingdvestment Committee (FIC) of the Management.
Larger facilities require approval by the boardlwéctors as appropriate.

» Reviewing and assessing credit risk: FIC of treniigement assesses all credit exposures within
its designated limits while exposures are assdsg&RMC in excess of designated limits, before
facilities are committed to customers by the bussnenit concerned. Renewals and reviews of
facilities are subject to the same review process.

« Limiting concentrations of exposure to countetigar geographies and industries (for loans and
advances "financing" , financial guarantees andairaxposures), and by issuer, credit rating band,
market liquidity and country (for investment setigs).

* Developing and maintaining risk grading systersategorize exposures according to the degr
risk of financial loss faced and to focus managedrarthe attendant risks. The risk grading system
is used in determining where impairment provisiores/ be required against specific credit
exposures. The current risk grading framework cissif twelve grades reflecting varying degrees
of risk of default. The responsibility for settingk grades lies with the Business department while
its validation and regular reviews is the respaiisilof the RMU.

» Reviewing compliance of business units with adregposure limits, including those for selected
industries, country risk and product types. Regrdaorts on the credit quality of local portfolios
are provided to FIC, which may require appropr@teective action to be taken.

* Providing advice, guidance and specialist skdlbusiness units to promote best practice
throughout the Bank in the management of credit ris

The business unit is required to implement Bank’s creditged and procedures and is responsible for
the quality and performance of its credit portfolio and fopmitoring and controlling all credit risks in
its portfolios.

Regular audits of business units and RMU's proseaeundertaken by internal Audit.
Diversification of financing and investment activiies;

Reviewing compliance, on an ongoing basis, with agreed sxgolimits relating to counterparties,
industries and countries and reviewing limits in accor@éawith risk management strategy and market
trends.

In addition, the Bank manages the credit exposure by olviguscurity where appropriate and limiting
the duration of exposure. In certain cases, the Bank maycidse out transactions or assign them to
other counterparties to mitigate credit risk.
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The carrying amount of financial assets represents the mari credit exposure. The maximum
exposure to credit risk at the reporting date was:

Carrying Amount

2015 2014
MVR MVR
Cash and balances with other banks 120,841,792151,805,831
Available for sale investments 8,200,000 7,000,000
Net receivables from financing activities 485,26859 367,922,804
Held to maturity investments 496,721,766 452,479,442
Other assets 50,571,252 26,429,424

1,161,598,399 1,005,637,501

Receivables from Financing Activities 2015 2014
Receivables from Financing Activities are summatiae follows; MVR MVR
Neither past due nor impaired 474,371,251 364,621,563
Past due but not impaired 8,704,472 2,922,575
Impaired 9,435,580 6,482,230
Total 492,511,303 374,026,369
Less: Provision for Impairment (6,835,456) (5,857,053)
Less: Profit in Suspense (412,258) (246,512)
Net receivables from financing activit 485,263,59 367,922,80

a) Receivable from financing activities neither pasdue nor impaired

Currently, the Bank classify the total loans (financingyl @alvances into standard and non-performing.
The standard assets are further divided into standard drat ftan (financing) especially mentioned
with no further grading for standard Loans (financing). Hwer, the Bank does an in-depth credit risk
assessment on qualitative and quantitative basis befargigg a facility. Exposure to each obligor or
group of related obligors are again reviewed ooreduled basis.

(i) In evaluating credit risks the Bank considers quaMatcriteria pertinent to the Obligor, including
management depth and reputation, the obligor's past tractrd, its business risks, the industry,
operating environment and conditions that the obligor afesrin. The Bank looks for quality, stability
and sustainability of performance. In quantitative assess, the Bank analyses the obligor's historical
and projected financial statements, where pertinent. s tespect, the Bank focuses on the
profitability of the business, the efficiency in the emplognt of its assets, and its financial leverage to
assess its liquidity and cash-flow positions andicledts ability to meet its financial commitments.

(i) To manage and mitigate risk of loss in the event of ddfahle Bank looks first at the protection
accorded by the obliger's net assets to the Bank’s exposutieet company. Where appropriate, the
Bank will examine the quality, liquidity and hence the reable value of its principal operating assets
such as account receivables, inventory and capital adseéstablishing financial protection for the
Bank’s exposure, the Bank may take security in such assetspyf mortgages, pledges, assignments
and the like. In addition the Bank may also take additiondlaterals offered by the company’s
principals or other third party to ensure adequate praiactvith a margin. Taking collateral is a
prevalent practice in the local financing environment aditighal practical and prudential measures of
mitigating against potential loss at default. Megasons for doing so are due to

(a) the general lack of confidence in the reliapitif financial statements provided, particularly
unaudited and/or stale ones, and
(b) ensure that assets are not secured to othditarseto the Bank’s detriment.
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b) Receivable from financing activities past due bunot impaired
Receivable from financing activities less than 90 days pastare not considered as impaired, unless other
information is avaiblae to indicate the contrary.

¢) Receivable from financing activities impaired
The individually impaired receivables from financing aites before taking into the consideration of the cash
flows from collateral held is MRf. 9,435,579/- (20IMRf. 6,842,231/-).

2015 2014
Non-performing assets by past due period MVR MVR
Substandard 2,998,071 3,515,829
Doubtful 2,240,578 312,272
Loss 4,196,930 2,654,129

9,435,57! 6,482,23.

Receivables from financing activities net of profitin suspense

Neither past due nor impaired 474,371,251 364,621,563
Past due but not impaired 8,704,472 2,922,575
Impaired 9,023,322 6,235,718
Total 492,099,04  373,779,85

Impairment losses

The impaired provision shown in the statement of financ@ifion at the reporting date is derived from each
of the five groups described below. The table below showdé#nk's receivables from financing activities net
of profit in suspense and associated impairmentigiom for each of the group.

2015 2014

Gross Impairment Gross Impairment

MVR MVR MVR MVR
Receivables from Financing Activities
Financing towards Government of Maldives 24,135,324 - 25,097,270 -
Standard (Pass) 449,823,670 2,254,712 339,488,858 3,386,758
Special Mention 8,704,472 261,134 2,922,575 146,129
Substandard 2,998,071 599,614 3,407,959 851,989
Doubtful 2,240,578 1,120,289 286,334 143,167
Loss 1,002,481 1,002,481 143,486 143,486
Loss (360-719 days) - secured potion 3,194,449 1,597,225 2,433,375 1,185,524

492,099,045 6,835,455 373,779,857 5,857,053

Provisions made on placements
Investment in Placemer(HDFC) 30,000,00 150,00( 20,000,00 200,00(

The Bank monitors concentrations of credit risk by sectad Ay Industry organizations. An analysis of
concentrations of credit risk from financing adii®$ at the reporting date is shown below:

Financing activities

Concentration by Industry; 2015 2014
Consumer goods 35,128,190 30,136,966
Transport and communications - transport 95,672,091 34,240,424
Commerce - wholesale and retail trade 59,963,964 52,570,661
Construction - residential/ housing loans 254,525,913 202,393,618
Construction - commercial building 1,378,027 845,620
Manufacturing - Printing and publishing - 79,963
Istisna'a home finance 32,325,027 38,455,434
Water, waterworks and supply 4,473,268 12,574,692
Fishing 9,044,823 2,728,991
Total 492,511,303 374,026,369
Concentration by Sector;

Businesses 284,764,596 215,997,921
Individuals 207,746,707 158,028,447
Total 492,511,303 374,026,369
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30.2 Liquidity Risk

Liquidity risk is the risk that the Bank will encounter ditfilty in meeting the obligations associated
with its financial liabilities that are settled by deliveg cash or another financial assets. The Bank's
management reviews the asset and liability position of thekBon regular basis to ensure that there
is no mismatch of assets and liabilities.

Management of Liquidity Risk

The Bank’s board of directors sets the Bank's strategy fonagang liquidity risk. Board has
approved the liquidity policy for the Bank whereby respailiy for oversight of the implementation
of this policy is delegated to Management Committee (MC). Bi@rsees Bank’s liquidity policies
and procedures implementation. Treasury function manidgeBank’s liquidity position on a day-to-
day basis and reviews daily reports covering the liquidibgipon of the BankA summary report,

including any exceptions and remedial action takesybmitted regularly to MC.

The Bank’s approach to managing liquidity is to ensure, as$apossible, that it will always have

sufficient liquidity to meet its liabilities when they areued, under both normal and stressed
conditions, without incurring unacceptable losses orimgldamage to the Bank’s reputation. The
key elements of the Bank’s liquidity strategy asefa@lows.

« Maintaining a diversified funding base consistafgustomer deposits (both retail and
corporate) and wholesale market deposits and niwiimgacontingency facilities.

« Carrying a portfolio of highly liquid assets, digified by currency and maturity.

« Monitoring liquidity ratios, maturity mismatchdsehavioral characteristics of the Bank's
financial assets and financial liabilities, and #éx¢ent to which the Bank's assets are encumbered
and so not available as potential collateral faaoting funding.

« Carrying out stress testing of the Bank's ligtyigiosition.

Treasury function receives information from other businasits regarding the liquidity profile of
their financial assets and financial liabilities and detaif other projected cash flows arising from
projected future business. Treasury function then maistai portfolio of short-term liquid assets,
largely made up of short-term liquid investment securjtleans (financing) and advances to banks
and facilities, to ensure that sufficient liquidisymaintained within the Bank as a whole.

Regular liquidity stress testing is conducted under a %aé scenarios covering both normal and
more severe market conditions. The scenarios are devetagetd) into account both Bank-specific
events (e.g. a rating downgrade) and market-related e{emtsprolonged market illiquidity, reduced
fungibility of currencies, natural disasters orasthatastrophes).

b) Exposure to Liquidity Risk

The key measure used by the Bank for managing liquidity riskhe ratio of net liquid assets to
deposits from customers. For this purpose, ‘net liquid @sgecludes cash and cash equivalents and
investment-grade debt securities for which there is avaetnd liquid market less any deposits from
banks, debt securities issued, other borrowings and camenis maturing within the next month.
Details of the reported Bank ratio of net liquid assets toodép from customers at the reporting date
and during the reporting period were as follows.

2015 2014

MVR MVR
At 31 December 47% 41%
Average for the period 49% 49%
Maximum for the period 58% 59%
Minimum for the perio 42% 41%
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¢) Maturity analysis for financial assets and finaweial -
Liabilities

31 December 2015

Assets

Cash and balances with other banks

Balances with Maldives Monetary Authority

Available for sale investment

Investments held to maturity

Net receivables from financing activities

Other Assets

Liabilities
Customers' accounts
Other liabilities

Net Gap

31 December 2014

Assets

Cash and balances with other banks
Balances with Maldives Monetary Authority
Available for sale investment

Investments held to maturity

Net receivables from financing activities
Other Assets

Liabilities
Customers' accounts

Other liabilities

Net Gag

Carrying 0-12 1-2 2-5 More than
Amount Months Years Years 5 years
MVR MVR MVR MVR MVR
120,841,792 120,841,792 - - -
602,82817 602,824,173 - - -
8,200,000 8,200,000 - - -
496,721,766 381,071,766 115,650,000 - -
485,26859 144,555,569 78,255,260 129,330,332 140,370,140
50,571,252 50,571,252 - - -
1,764,422,572 1,308,064,551 193,905,260 129,330,332 140,370,140
1,561,182,364 1,551,484,013 2,049,972 7,648,379 -
5,051,092 5,051,092 - - -
1,566,233,456 1,556,535,104 2,049,972 7,648,379 -
198,189,116  (248,470,553) 191,855,288 121,681,953 140,370,140
Carrying 0-12 1-2 2-5 More than
Amount Months Years Years 5 years
MVR MVR MVR MVR MVR
151,805,831 151,805,831 - - -
291,315109 291,315,094 - - -
7,000,000 7,000,000 - - -
452,479,442 452,479,442 - - -
367,92280 112,582,968 44,720,127 85,651,600 131,036,238
26,429,424 26,429,424 - - -
1,296,952,595 1,041,612,759 44,720,127 85,651,600 131,036,238
1,121,778,289 1,110,670,331 6,513,804 4,594,154 -
6,238,105 6,238,105 - - -
1,128,016,394 1,116,908,436 6,513,804 4,594,154 -
168,936,20 (75,295,677 38,206,32 81,057,44 131,036,23
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d) Liquidity Reserves Carrying amount
2015 2014
MVR MVR
Cash and Balances with Other Banks 120,841,792151,805,831
Balances with Maldives Monetary Authority 602,824817 291,315,094

723,665,96 443,120,92

30.3 Market risk

Market risk is the risk that changes in market prices, sucfosgn exchange rates and profit rates
will affect the Bank’s income or the value of its holdings afdncial instruments. The objective of

market risk management is to manage and control market ngloseires within acceptable

parameters, while optimizing the return.

Management of market risk

Board has approved Market Risk policy defining parametergéch type of risk in aggregate and for
portfolios. MC is set-up with authority to implement thesdigies and monitor limits on day-to-day
basis with market liquidity being a primary factor in detéming the level of exposures set for trading
portfolios within the defined parameters.

The Bank employs a range of tools to monitor and limit marksk exposures. These are discussed
below.

Exposure to market risk - Non-trading

The principal risk to which non-trading portfolios are expd is the risk of loss from fluctuations in
the future cash flows or fair values of financial instrungebécause of a change in market profit rates.
profit rate risk is managed principally through monitorimfit rate gaps and by having pre-approved
limits for repricing bands. MC is the monitoring body for cplance with these limits and is assisted
by Treasury function in its day-to-day monitoringisities.

Equity price risk is subject to regular monitoring by MC, ligihot currently significant in relation to
the overall results and financial position of thenB.

The Bank monitors any concentration risk in relation to amyividual foreign currency or in regard
to the translation of foreign currency transactions and etemy assets and liabilities into the
functional currency of the Bank in accordance with the Fgwetxchange Exposure Limits (FEEL)
and Net Open Position (NOP) thresholds stipulateialdives Monetary Authority.

(a) Profit rate risk
At the reporting date, the Bank’s profit rate-begriinancial instruments were:
Carrying amount

2015 2014
Fixed rate tnstruments MVR MVR
Financial assets
Net receivables from financing activities 485,263,590 367,922,804
Financial liabilities
Customers' accounts 803,477,749 618,274,003
Variable rate instruments
Financial assets
Investment held to maturity 496,721,766 452,479,442
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(b) Profit rate sensitivity

31 December 2015

Assets

Cash and balances with other banks
Balances with Maldives Monetary Authority
Receivables from financing assets

Held to maturity investments

Liabilities
Customers' accounts
Other liabilities

Profit rate sensitivity ge

31 December 2014

Assets

Cash and balances with other banks
Balances with Maldives Monetary Authority
Receivables from financing assets

Held to maturity investments

Liabilities
Customers' accounts
Other liabilities

Profit rate sensitivity ge

Carrying 0-12 1-2 2-5 More than Total Norate
Amount Months Years Years 5 Years Sensitive Sensitive
MVR MVR MVR MVR MVR MVR MVR
120,841,792 - - - - - 120,841,792
602,824,173 - - - - - 602,824,173
485,263,590 144,555,569 78,255,260 33M332 140,370,140 492,511,301 -
496,721,766 496,721,766 - - - 496,721,766 -
1,705,651,320 641,277,335 78,255,260 1BMIB2 140,370,140 989,233,067 723,665,965
1,561,182,364793,779,397 2,049,972 7,648,379 - 803,477,748 757,704,616
5,051,092 - - - - - 5,051,092
1,566,233,456 793,779,397 2,049,9727,648,379 - 803,477,748 762,755,707
139,417,865 (152,502,062) 76,205,288 12193 140,370,140 185,755,318 (39,089,742
Carrying 0-12 1-2 2-5 More than Total Norate
Amount Months Years Years 5 Years Sensitive Sensitive
MVR MVR MVR MVR MVR MVR MVR
151,805,831 - - - - - 151,805,831
291,315,094 - - - - - 291,315,094
367,922,804 112,582,968 44,720,127 ,68BE600 131,036,238 373,990,934 -
452,479,442 452,479,442 - - - 452,479,442 -
1,263,523,171 565,062,410 44,720,127 6®WHA00 131,036,238 826,470,376 443,120,925
1,121,778,289607,166,045 6,513,804 4,594,154 - 618,274,003 503,504,286
6,238,105 - - - - - 6,238,105
1,128,016,394 607,166,045 6,513,804 4,594,154 - 618,274,003 509,742,391
135,506,777 (42,103,63¢ 38,206,324 81,057,446 131,036,238 208,196,373 (66,621,466)
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( ¢ ) Sensitivity Analysis - Equity Price Risk

For investments classified as available for sale, a 1% dseren the prices of Maldives Stock
Exchange would have decreased equity by MVR 82,000/-. Altgl for sale investment as at 31st
December 2015 is MVR 8,200,000/-.

(d) Exposure to currency risk

Currency risk is the risk that the value of a financial insannwill fluctuate due to changes in foreign
exchange rates and arises from financial instrument derated in a foreign currency. In accordance
with MMA'’s Prudential Regulations, the Net Open Positiortloé bank is to be maintained at 15% for
single currency and 40% for all foreign currencies.

The Bank’s exposure to foreign currency risk iscdlews based on notional amounts:

2015 2014
Euro Uss$ Euro Us$
Cash and balances with other banks 235 5,846,208 33,738 8,021,500
Balances with Maldives Monetary A - 15,187,162 - 5,770,350
Held to maturity investments - 1,682,223 - 1,629,761
Receivables from financing assets - 8,025,511 - 3,954,189
Other assets 173 161,935 153 83,284
Customers' accounts - (30,211,368) - (20,752,490)
Other liabilities - (66,696) - (28,600)
Net statement of 408 624,975 33,891 (1,322,006)

financial position exposure

Sensitivity analysis
A strengthening / (weakening) of the MVR, as indicated belagainst the USD and EUR as at 31
December would have increased / (decreased) prdfiss by the amounts shown below.

2015 2014
MVR MVR MVR MVR
Strengthening  Weakening Strengthening Weakening

Euro (1% Movement) (68) 68 (6,420) 6,420
US$ (1% Movement) (96,215) 96,215 203,523 (203,523)

The following significant exchange rate appliedidgthe period:
Reporting Date

Average Rate Spot Rate
2015 2014 2015 2014
US$ 1: MRf 15.395 15.395 15.395 15.395
Euro 1: MRf 17.851 19.943 16.759 18.943
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Operational risk

Operational risk’ is the risk of direct or indirect loss amnig from a wide variety of causes associated
with the Bank’s processes, personnel, technology andsirfreture, and from external factors other
than credit, market and liquidity risks, such as those rgisiom legal and regulatory requirements
and generally accepted standards of corporate behaviera@pnal risks arise from all of the Bank’s
operations.

The Bank’s objective is to manage operational risk so as lanisa the avoidance of financial losses
and damage to the Bank’s reputation with overall cost affeness and innovation. In all cases,
Bank policy requires compliance with all applicatdgal and regulatory requirements.

The board of directors has delegated responsibility forragal risk to Bank's Management
Committee, which is responsible for the development andempntation of controls to address
operational risk. This responsibility is supported by tlevelopment of overall Bank standards for
the management of operational risk in the followémgas:

» Requirements for appropriate segregation of dutieluding the independent authorisation of
transactions;

» Requirements for the reconciliation and monitgra transactions;

» Compliance with regulatory and other legal reguients;

» Documentation of controls and procedures;

» Requirements for the periodic assessment of dpagd risks faced, and the adequacy of controls
and procedures to address the risks identified;

* Requirements for the reporting of operationaséssand proposed remedial action;
» Development of contingency plans;

* Training and professional development;

« Ethical and business standards; and

* Risk mitigation, including insurance where trisost effective.

Compliance with Bank's standards is supported by a progewsihperiodic reviews undertaken by

Internal Audit. The results of Internal Audit reviews arémitted to the Audit Committee and senior
management of the Bank.
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The Regulator of the Bank, Maldives Monetary Authority ssatd monitors capital requirements for
the Bank. In implementing current capital ratio requiretseMaldives Monetary Authority requires

the Bank to maintain prescribed minimum ratios.

The Bank's regulatory capital consists of the sfith@following elements;

201t 201«

MVR MVR
Tier 1 ("Core") Capital
Share Capital 180,000,000 180,000,000
Retained earnings (7,511,742) (14,475,435)
Statutory reserve 11,872,056 4,908,363
Total Tier 1 Capital 184,360,314 170,432,928
Tier 2 ("Supplementary") Capital
Current Year-to-Date Profit 24,891,479 13,927,386
General Provisions (Limited to 1.25% of RWA) 2,668H8 3,732,887
Subtotal 27,557,326 17,660,273
Eligible Tier 2 Capital (Limited to 100% of Tier 1 Capital) 27,557,326 17,660,273
Total Tier 1 and Tier 2 Capital 211,917,640 188,093,201
Core Capital 184,360,314 170,432,928
Capital Base 211,917,640 188,093,201
Risk Weighted Assets 832,098,424 607,877,702
Tier 1 Risk Based Capital Ratio ( Minimum 6%) 22% 28%
Total Risk Based Capital Ratio (Minimum 12%) 25% 31%

The Bank's policy is to maintain a strong capital base to taaininvestor, creditor and market
confidence and to sustain the future development of thenkssi The impact of the level of capital
on shareholders' return is also recognised and the Bankméas the need to maintain a balance

The Bank has complied with all externally imposegital requirements.
Capital Allocation

Management uses regulatory capital ratios to monitor ifstahbase. The allocation of capital
between specific operations and activities is, to a largergxdriven by optimisation of the return
achieved on the capital allocated. The amount of capitakated to each operation or activity is
based primarily on regulatory capital requirements, bigdme cases the regulatory requirements do
not fully reflect the varying degree of risk associated wdtifferent activities. In such cases, the
capital requirements may be flexed to reflect differink ngofiles, subject to the overall level of
capital to support a particular operation or activity ndtifig below the minimum amount required
for regulatory purposes. The process of allocating capdaspecific operations and activities is
undertaken independently of those responsible for theadperby Risk Management Unit (RMU) ,
and is subject to review by the Board Risk Manager@®mmittee (BRMC).

Although maximisation of the return on risk-adjusted calpiis the principal basis used in
determining how capital is allocated to particular openagior activities, it is not the sole basis used
for decision making. Account is also taken of synergies wather operations and activities, the
availability of management and other resources, and th# the activity with longer-term strategic
objectives of the Bank. The Bank's policies in respect ofitahpnanagement and allocation are
reviewed regularly by the board of directors.
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(a) Valuation Models
The Bank measures fair values using the following fair vdliggarchy, which reflects the significance
of the inputs used in making the measurements.

Level 1: Inputs that are quoted market prices (jused) in active markets for identical instruments
Level 2: Inputs other than quoted prices included within élelvthat are observable either directly (i.e.
as prices) or indirectly (i.e. derived from prices). Thigegmry includes instruments valued using:
guoted market prices in active markets for similar instratepquoted prices for identical or similar
instruments in markets that are considered less than activather valuation techniques in which all
significant inputs are directly or indirectly obgsable from market data.

Level 3: Inputs that are unobservable. This category ireduall instruments for which the valuation
technique includes inputs not based on observable datahanghbbservable inputs have a significant
effect on the instrument's valuation. This category inelkishstruments that are valued based on quoted
prices for similar instruments for which significant unebgable adjustments or assumptions are
required to reflect differences between the insemts.

The objective of valuation techniques is to arrive at a falue measurement that reflects the price that
would be received to sell the asset or paid to transfer thslitiain an orderly transaction between
market participants at the measurement date.

(b) Valuation Framework

The Bank has an established control framework with respettdé measurement of fair values. This
framework includes a Product Control function, which isépdndent of front office management and
reports to the Head of Finance, and which has overall redpibtysfor independently verifying the
results of trading and investment operations and all doamit fair value measurements. Specific
controls include:

« Verification of observable pricing;

» Re-performance of model valuations;

* A review and approval process for new models and changesteisiinvolving both Product Control
and Bank Market Risk;

* Quarterly calibration and back-testing of modedainst observed market transactions;

« Analysis and investigation of significant dailgluation movements; and

» Review of significant unobservable inputs, valuationuatinents and significant changes to the fair
value measurement of Level 3 instruments compared withrigéqus month, by a committee of senior

Product Control and Bank Market Risk personnel.

When third party information, such as broker quotes or pgd@ervices, is used to measure fair value,
Product Control assesses and documents the evidence ezbfaom the third parties to support the

conclusion that such valuations meet the requirésngFRS. This includes:

« Verifying that the broker or pricing service is approvedthg Bank for use in pricing the relevant

type of financial instrument;

» Understanding how the fair value has been arrived at, thenéxo which it represents actual market
transactions and whether it represents a quoted prian active market for an identical instrument;

» When prices for similar instruments are used to measurevidue, how these prices have been
adjusted to reflect the characteristics of therimsent subject to measurement; and

« If a number of quotes for the same financial instrument Haeen obtained, then how fair value has
been determined using those quotes.

Significant valuation issues are reported to theifGommittee.
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(c) Fair value hierachy

The following table analyses financial instruments meegduat fair value at the reporting date, by the level in theValue hierarchy into which the fair value
measurement is categorised. The amounts are based on thes vakognised in the statement of financial position. Tie Values include any deferred
differences between the transaction price and the fairevatuinitial recognition when the fair value is based on a atiun technique that uses unobservable

inputs.

Measured at fair value Level 1 Level 2 Level 3 Total

MVR MVR MVR MVR
31 December 2015
Available for sale investments 8,200,001 - - 8,200,00
31 December 2014
Available for sale investments 7,000,001 - - 7,000,00
Not measured at fair value Level 1 Level 2 Level 3 Total
31 December 2015 MVR MVR MVR MVR
Assets
Cash and balances with other banks - 120,841,792 - 120,841,792
Balances with Maldives Monetary Authority - 602,824,173 - 602,824,173
Investments held to matur - 496,721,76 - 496,721,76
Receivables from financing activit - 485,263,59 - 485,263,59
Other Assets - - 50,571,252 50,571,252
Liabilities
Customers' Accounts - 1,561,182,364 - 1,561,182,364
Other Liabilities - - 5,051,092 5,051,092
31 December 2014
Assets
Cash and balances with other banks - 151,805,831 - 151,805,831
Balances with Maldives Monetary Authority - 291,315,094 - 291,315,094
Investments held to matur - 452,479,44 - 452,479,44
Receivables from financing activit - 367,922,80 - 367,922,80
Other Assets - - 26,429,424 26,429,424
Liabilities
Customers' Accounts - 1,121,778,289 - 1,121,778,289
Other Liabilities - - 6,238,105 6,238,105
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33.1

33.2

33.3

34

35

36

37

RELATED PARTY TRANSACTIONS

Name of the Rela- Nature of the Amount Amount As at 31 As at 31
Related Party  tionship  Transaction 2015 2014 Dec 2015 Dec 2014
MVR MVR MVR MVR
ICD Money Affiliated Mudharabah
24,632,000 24,632,000 25,897,817 25,090,164
Market Fund LLP Bank Investments
Profit Receivable 1,265,817 458,164
Government of Shareholder  Investment - 10,578,291 24,135,324 25,097,270
Maldives 2,448,800 2,443,876
Profit for the period
Receipts (3,410,746) (3,589,887)
Ministry of Government  Investment - - - 31,268,760
Finance and Ministry 369,863 2,987,198
Treasury Profit for the period
Receipts (31,638,623)  (84,104,053)
Collectively, but not individually, significanttransactions.

The Government of Maldives holds 15% of the shareholdinchefBank. The Bank has transactions with
entities directly or indirectly controlled by the Governmef Maldives through its authorities, agencies,
affiliations and other organizations, collectively refet to as government entities. The Bank has
transactions with other government related entitiekiding but not limited to Investments and de{sos

Transactions with Key Management Personnel

The key management personnel are the members of the Boardredt@s. The Company has paid an
amount of MVR. 2,753,434/- as emoluments to the key managepersonnel during the year ended 31st
December 2015 (2014: MVR 2,703,837/-).

COMMITMENTS 2015 2014
MVR MVR

(i) Financial commitments

Letter of Credits 5,477,313 13,007,561

Guarantees and Bonds 110,882,933 64,660,644

Bill Collection Acceptance 25,161,921 9,224,705

141,522,167 86,892,910

(i) Loan commitments
Undrawn Financing facilities 193,443,830 122,786,788

OPERATING LEASE COMMITMENTS
At 31 December, the future minimum lease paymentieuoperating lease rent were payable as follows.

201¢ 201¢

MVR MVR
Less than one year 4,711,994 4,657,269
Between one and five years 12,849,717 2,772,527
More than five years 403,419 739,419

17,965,130 8,169,215

CONTINGENT LIABILITIES
There were no contingent liabilities which requdisclosure at the date of reporting.

EVENTS AFTER THE REPORTING DATE

There are no events after the reporting date which requijestients to/or disclosure in the financial
statements.
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RETROSPECTIVE RESTATEMENT OF PRIOR YEARS' ERROR

Errors identified during the year pertaining to previousaficial years have been adjusted in the
financial statements for the year ended 31st December 2@1i5ding comparative information for
one or more prior periods to achieve the comparability wlth ¢urrent period in accordance with
IAS 8 Accounting Policies, Changes in AccountingifBates and Errors.

Accordingly, the aforementioned error has been identifetd corrected in these financial
statements as a retrospective restatement of errors, arstithmary of the balannces affected are as

under.
2015 2014 2013
MVR MVR MVR
As presented earlier;
Prior to the restatement
Fair value reserve 1,000,000 2,000,000
Deferred tax liability 2,469,873 1,515,863
As presented now;
After the restatement
Fair value reserve -150,000 750,000 1,500,000
Deferred tax liability 2,326,476 2,219,873 1,015,863
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