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AUDITOR GENERAL’S OFFICE
Malé, Republic of Maldives

AUDITOR GENERAL’S REPORT TO THE MINISTRY OF ENVIRONMENT AND
ENERGY ON THE FINANCIAL STATEMENT OF MALDIVES ENVIRONMENTAL
MANAGEMENT PROJECT

We have audited the accompanying financial statement; Statement of Receipts and Payments
for the year ended 31 December 2013 and notes to this statement, as set out on pages 4 to 10
of the Maldives Environmental Management Project financed under the World
Bank/International Development Association (IDA) Financing Agreement (Credit No 4427-
MYV) as of 4 September 2008.

Management’s Responsibility for the Financial Statement

The Management is responsible for the preparation and fair presentation of this financial
statement in accordance with the cash basis accounting principles. This responsibility
includes: designing, implementing and maintaining internal controls relevant to the
preparation and fair presentation of financial statement that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances.

Auditor General’s Responsibility

Our responsibility is to express an opinion on this financial statement 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 Statement of Receipts and Payments is free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
losures in the financial statement. The procedures selected depend on the auditors’

(V3 IS
;% gement, including the assessment of the risks of material misstatement of the Statement of
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Receipts and Payments 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 statement, 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 statement.

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

Unqualified Opinion

In our opinion, the Statement of Receipts and Payments for the year ended 31 December 2013
presents fairly, in all material respects, the receipts and payments for the year then ended in
accordance with the cash basis accounting principles.

In addition, we can provide assurance that:

(a) The funds provided under the Financing Agreement have been utilised for the
purposes for which they were provided;

(b) The Special Account transactions and its balance as at 31 December 2013 have been
presented truly and fairly on the financial statement, in accordance with the cash
basis accounting principles. The cash at the end of the year shown on the Statement
of Receipts and Payments reflects the cash balance which is reconciled to that of the
Special Account as at 31 December 2013;

(c¢) The Financial Monitoring Reports submitted could be fairly relied upon to support
the applications for withdrawals in accordance with the requirements specified in the
Financing Agreement; and adequate supporting documentation have been maintained
to support claims to the IDA, for reimbursement of expenditures incurred and which
expenditures are eligible for financing under the Financing Agreement, and

(d) The Procurement Guidelines of the World Bank have been complied with in the
procurement of goods and services under the project.

Review of the Project Progress

Without qualifying our opinion, we draw attention to the following management issues
observed from our review of the project’s progress.

Observation

During the Financial Year (FY) ended 31 December 2013, we have observed that activities
—under Component One-Regional Solid Waste Management Component (RSWMC) - have not

en completed within the planned dates stipulated in the Annual Work Plan. Signing of the
antract for acquisition of heavy machinery and equipment for the Regional Waste
anagement Facility (RWMF) that was planned for 14th November 2013 did not take place,

1#t Floor, Ghaazee Building, Ameeru Ahmed Magu, Malé, Maldives. Tel: +{960) 3323939, Fax: +{960) 3316430, e-mail: info@audit.gov.mv
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as the selected bidder did not submit a safety certificate regarding the machinery that were to
be bought. Therefore, Project Management Unit (PMU) had to re-invite the bidders for the
acquisition of the machinery and equipment. Due to this, the commencement of Island Waste
Management Centres (IWMCs) in five islands was delayed.

In addition, the construction of IWMCs in three islands was delayed due to shortage of funds.
Moreover, it is worth noting that the delivery of the various components of the project have
been missing the deadlines in previous years. Thus, the project might not be delivered within
the originally set time frame.

Recommendation

We recommend the Project Management Unit (PMU) to monitor the progress of the project
more closely so that it can take appropriate corrective actions when the activities of the
project are not going in line with the Project Work Plan.

19" August 2014

Auditor General

1%t Floor, Ghaazee Building, Ameeru Ahmed Magu, Malé, Maldives. Tel: +{960) 3323939, Fax: -{960) 3316430, e-mail. info@audit.gov.mv
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MINISTRY OF ENVIRONMENT AND ENERGY

MALDIVES ENVIRONMENTAL MANAGEMENT PROJECT 2013

STATEMENT OF RECEIPTS AND PAYMENTS

FOR THE YEAR ENDED 31 DECEMBER 2013

Note USD USD
Receipts 2013 2012
Cash at the beginning of the year 1,456,032 274,974
Disbursements/Receipts 3 5,120,318 2,246,576
Total Receipts 6,576,349 2,521,550
Payments ¢
Regional Solid Waste Management Program 4 (3,246,887) (199,785)
Capacity Building for Environmental Management 5 (187,165) (475,827)
Regional Strategic Environmental Assessment 6 (124,351) (198,656)
Project Management and Communications 7/ (163,726) (191,250)
Total Payments 3,722,129 1,065,518
Cash and Cash Equivalents at the end of the year 8 2,854,221 1,456,032

Management of the Project is responsible for the preparation and presentation of the financial statement.

The Statement of Receipts and Payments were approved by PMU on 19" August 2014,

Signed for and of the Project:

A

Mr. Maumoon Khalid
(Project Manager) (Financial Management Specialist)
The accounting policies and notes on pages 5 through 10 form an integral part of the Statement of Receipts
and Payments.

Mr. Hussain Shihaab

19" August 2014

Male’
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MINISTRY OF ENVIRONMENT AND ENERGY

MALDIVES ENVIRONMENTAL MANAGEMENT PROJECT 2013

NOTES TO THE FINANCIAL STATEMENTS

1. PROJECT INFORMATION

Key Highlights

Project Title: Maldives Environmental Management Project (MEMP)

Start Date: 4" September 2008

Closing Date: 30" June 2014

Approved Budget: an amount equivalent to Eight million Special Drawing Rights (SDR 8,000,000)

Funded by: World Bank/International Development Association (IDA)
Trust Fund Manager: World Bank

1.1 Objectives
The main aim of the Project is to provide the Republic of Maldives with the capacity to
effectively manage environmental risks and threats to fragile coral reefs as well as marine
habitats resulting from tourism development, increased solid waste disposal, fisheries and global
climate change. According this Project has two development objectives:

i) To establish Solid Waste Management systems in the North Region (Noonu, Raa, Baa
& Lhaviyani Atolls) and that inhabitants on Targeted Islands use solid waste
management facilities, reducing the risk of contamination associated with
accumulated wastes and sea dumping, and

i) to build human and technical capacity for environmental management so that the
environmental dimension is integrated in the planning process using information and
expertise developed in the Project.

1.2 Project components

The project is comprised of four components:

Component 1: Regional Solid Waste Management (SWM) program for the North
Central Region (USD 5.96 million)

The Project would support the establishment of a regional solid waste management program
in the North Central Region. This component consists of six sub-components.

Sub-component 1.1: Technical Assistance for Feasibility Studies, Technical Designs,
Environmental Impact Assessment Studies, Contract Documentation and Capacity Building.

Sub-component 1.2: Community Consultation and the Development of Island Waste
anagement Plans

Wk G Evironment and Energy, Green Building, Handhuvaree Higun, Malé, Maldives. Tel:+{960) 3018300, Fax: {960) 3018301, e-mail: secretariaj@énvi
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MINISTRY OF ENVIRONMENT AND ENERGY

MALDIVES ENVIRONMENTAL MANAGEMENT PROJECT 2013

Sub-component 1.3: Construction of Island Waste Management Centres in the North Region.
Sub-component 1.4: Waste Transfer System to the Regional Waste Management Facility
Sub-component 1.5: Construction and Operation of the Regional Waste Management Facility
Sub-component 1.6: Biodiversity Offsets to Compensate for Possible Impacts of the RWMF
Component 2: Capacity building for environmental management: (USD 3.55 million)

The proposed Project is designed to at least partly fill the staffing gaps and capacity needs as

they relate to the Project itself. Priority would, therefore, be given to developing:

(1) a core of competent generalists and specialists in the MEE, other relevant ministries
(Planning, Fisheries, Tourism, and Construction) and in the private sector
(particularly NGOs and the tourism sector) to guide the environmental assessment and
decision-making process;

(i) a cadre of service providers to carry out monitoring and field surveillance activities
making full use of modern technology; and

(iii) a network of private citizens and stakeholders (e.g. fishermen, hotel and dive
operators, boat operators and others) with the training needed to serve as the “eyes”
and “ears” of the Ministry and also provide inputs for monitoring activities in the
Project.

The emphasis would be on training existing government staff and others for whom there is a
reasonable expectation that their skills could be utilised in the near or medium term.

Training would take place in a number of modalities as follows:

a) Community Training

b) Specialised Training leading to a certificate for roles not requiring academic credentials

¢) Specialised Training leading to an academic award such as a diploma or certificate for
roles requiring academic credential

d) Undergraduate training

e) Formal degree programs abroad (undergraduate and post-graduate)

Component 3: Technical assistance for Strengthened Environmental Management and
Monitoring and a Pilot Regional Strategic Environmental Assessment (USD 2.48
million)

A major focus of this component will be on addressing the issue of building climate
resilience by improved management and stewardship of the country’s coastal resources
(marine and terrestrial). This component will explore the status of the bait fishery, the
interactions between coral recovery (health) and fish stocks as well as provide inputs for the
development of a bait-fishery management plan. The geographical scope of this component
would be the North Central Region composed of Raa, Baa, Lhaviyani and Noonu atolls. The
Project would support monitoring by communities and professional scientists. The data
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MINISTRY OF ENVIRONMENT AND ENERGY

MALDIVES ENVIRONMENTAL MANAGEMENT PROJECT 2013

required for this component will be acquired from the community and by the use of a
research vessel which will be appropriately equipped with necessary research equipment.

Four sub-components are outlined in this component:

Sub-component 3.1: Erosion and the Terrestrial Environment

Sub-component 3.2: Marine Environmental Monitoring and Coral Reefs

Sub-component 3.3: Spatial Planning

Sub-component 3.4: Integration of Findings: Reports and a Pilot Regional Strategic
Environmental Assessment

Component 4: Project management and communications (USD 1.54 million)

The PMU would include the following functions: overall project management, component
management, liaison with other agencies and programs, financial management, procurement,
monitoring and evaluation and project communications. The PMU team would include a
communications specialist who will be responsible for all facets of project communications
including raising awareness at the island and atoll levels, communication with authorities and
decision makers, and communications with both the private sector and the general public.

1.1 Project Financing

The International Development Association (IDA) has agreed to extend to the Government of
Maldives (GoM), on the terms and conditions set forth or referred to in the Financing
Agreement signed between IDA and GoM dated 4™ September 2008, a Credit in an amount
equivalent to Eight million Special Drawing Rights (SDR 8,000,000/-), (equivalent to
approximately USD 13,881,200) to assist in financing the Project.

The Maximum Commitment Charge Rate payable by the GoM on the Un-withdrawn
Financing Balance shall be one-half of one percent (1/2 of 1%) per annum. The Service
Charge payable by the GoM on the Withdrawn Credit Balance shall be equal to three-fourths
of one percent (3/4 of 1%) per annum.

The principal amount of the Credit shall be repaid in accordance with the repayment schedule
of the Financing Agreement, commencing September 15, 2018 and ending on March 15,
2048.
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MALDIVES ENVIRONMENTAL MANAGEMENT PROJECT 2013

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
2.1 Basis of preparation

The Statement of Receipts and Payments are prepared in accordance with the cash basis accounting
principles.

2.2 Recognition of Receipts and Payments

Receipts and payments are accounted for on cash basis. Receipts are recognised when the
Government of Maldives (GOM) receives the transfer of funds from World Bank. Payments are
recognised at the time the outflow of cash occurs.

2.3 Presentation Currency

The Statement of Receipts and Payments has been presented using the United States Dollars (USD).
And all the figures have been rounded to the nearest Dollar.

2.4 Foreign Currency Translation

The receipts from the World Bank are deposited in a US Dollar bank account held at Maldives
Monetary Authority (MMA). This account is operated via Ministry of Finance and Treasury (MoFT).
Thus, the Ministry of Environment and Energy (MEE) raises and sends payment vouchers to the
MOoFT for making payments to vendors. The MoFT writes cheques against the Payment vouchers. In
doing so, it converts the US Dollar amount to Maldivian Rufiyaa (MVR) at the MMA’s USD-MVR
exchange rate prevailing at the date of payment. Foreign currency gains and losses are accounted as
part of the transaction with which it can be identified. Thus, they are not recognised on the face of
the Statement of Receipts and Payments.

3. Disbursements/Receipts USD USD
2013 2012
World Bank 5,120,318 2,246,576

5,120,318 2,246,576

: ; : USD USD

4. Regional Solid Waste Management Program 2013 2012
Technical Assistance for Solid Waste Management 75,346 146,420
Island Waste Management Plan Development 3,134,613 22,667
Coordination 36,928 30,698

3,246,887 199,785
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MALDIVES ENVIRONMENTAL MANAGEMENT PROJECT 2013

S. Capacity Building for Environmental Management ;J(]Sl]; ;JﬂSllg
In Country Training 136,350 145,605
Overseas Training 50,815 330,222
187,165 475,827
6. Regional Strategic Environmental Assessment ;J{)sl}; ;JGSB
General Technical Support 3,128 27,309
Spatial Technical Support 43,500 .
Geographic Information System (GIS) Training 64,118 84,944
Equipment & Development ; 43,344
Community Bait Fishery Monitoring 4,284 2,011
National Coral Reef Monitoring 5.808 34,675
Linkage and Internships = 4,575
Sea Transportation 3,513 1,798

124,351 198,656

7. Project Management and Communications ;JOSII; ;JOSII;
Salaries and Fees - Project Advisor & Project Manager g 102,534
Salaries and Fees - Financial Management 34,481 27,697
Salaries and Fees — Procurement 45,491 27,840
Salaries and Fees — Communication 17,661 25,544

, e-mail: secretariat@environment.gov.mv




MINISTRY OF ENVIRONMENT AND ENERGY

MALDIVES ENVIRONMENTAL MANAGEMENT PROJECT 2013

Internal & External Audit Fee 10,044 4,752

Travel Expenses 14,196 2,883
163,726 191,250

; USD USD

8. Cash and Cash Equivalents 2013 2012
Cash in Hand Bl el
Cash at Bank 2,840,793 1,443,585
2,854,221 1,456,032

USD USDh

9. Payables 2013 2012
Accrued salary = 20,488
Other Payables - 21,759
- 42,247

& U”‘J_‘_

e
()
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