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i s AUDITOR GENERAL’S OFFICE
Malé, Republic of Maldives

INDEPENDENT AUDITORS REPORT TO THE MINISTRY OF ENVIRONMENT
AND ENERGY ON THE MALDIVES CLIMATE CHANGE TRUST FUND

We have audited the accompanying financial statements including the statement of financial
position as at 31 December 2011, the statement of income and expenditure, and receipt and
payments for the year then ended, together with the accounting policies and notes to the
financial statements, as set out on pages 9 to 11 of the Maldives Climate Change Trust Fund
financed under World Bank/International Development Association Grant No TF098441 as
of January 6th, 2011 for the year then ended.

Management’s responsibility for the financial statements

The Management of the Maldives Climate Change Trust Fund is responsible for the
preparation and fair presentation of these financial statements in accordance with
International Financial Reporting Standards. This responsibility includes: designing,
implementing and maintaining internal controls relevant to the preparation and fair
presentation of financial statements 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.

Auditors Responsibilities

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 auditors’
judgement, 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
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s intefnal control. An audit also includes evaluating the appropriateness of accounting
j e reasonableness of accounting estimates made by management, as well
all presentation of the financial statements,

A i g

o Abmed Magu. Malb, Maldives. Tel: +960) 3323939, Fax: +{960) 3316430, e-malk ifo@audi govmv
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our unqualified audit opinion.

Ungqualified Opinion

In our opinion, the financial statements give a true and fair view of the financial position of
the Fund as of 31 December 2011, and of its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards.

In addition, we can provide assurance that:

(a) The funds provided under the Grant have been utilized for the purposes for which
they were provided;

(b) The financial statements of the Special Account give a true and fair view of the
financial position of the Special Account of Maldives Climate Change Trust Fund for
the year then ended in accordance with International Financial Reporting Standards

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

Review of Project Progress

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

Project Preparation Activities

We observed that the following activities to be carried out under Article 1I of the Financing
Agreement of the Project signed on January 6th, 2011, had not been completed as planned:

(a) Study of a potential Solid Waste Management Facility (SWMF) in 5 (five) selected
islands in South Ari Atoll, planned to completed by end of September 2011 has been
delayed. This study was originally planned to be contracted out, but is currently
being conducted jointly by Project Management Unit (PMU) and World Bank staff.

(b) The Coral Reef Project Coordinator was initially planned to be hired at the beginning
of the year 2011. However, due to difficulties in getting a competent consultant, this
component was delayed until October 2011. Due to this major works that needed to

be carried out by this coordinator which included:

i.  Providing technical support to deliver coral reef monitoring component,

ii.  Monitoring and reporting on the delivery of the coral reef component and;
imising compliance and cooperation within the coral reef monitoring
sent and with other related initiatives, such as the National Geographic
n System have been delayed.

|| Anmed Magu, Malé, Maldives. Tel: +960) 3323939, Fax: #960) 3316430, e-mai: info@audit gov.my
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Recommendation

The prpject management needs to undertake a critical review of the present project status
and .brmg to the attention of the project steering committee the urgency of taking serious
and immediate action on the project so that the planned activities of the project are carried
out to achieve the intended outcomes of the project and ensure that these activities are
carried out within the budgetary limitations imposed from the project funds allocated.

Part 1 Project Management Unit

The Project Monitoring Unit (PMU) of the CCTF Project consists of nine staff. PMU is
headed by a part-time Project Manager, assisted by three part-time co-ordinators who
work on the three separate components. The PMU has employed a full time subject matter
specialist on reef conservation, in addition to 4 other staff working on the financial
management and procurement activities. The staff remuneration for the PMU during 2011
are summarised below:

Table 1: Project Management Unit (PMU) Remuneration

CCTr MEMP Civil Total
Monthly = Monthly Service Monthly
Salary Salary Salary Salary

#  Designation . (MVR) (MVR)  (MVR) (MVR)
1 PmJect Manager Part Tlmc to CCTF 15,420 40,863 - 56,283
2 glg_[r‘%y Pro_;ece Coordmator (le Servant) - Pan-Tlme To 20,305 5 10,535 30,840
e EnvnronmcntAnd Social Safeguards Coordmator (le T } 5 i
? _Servant) - Part-Time To CCTF AR i 922 30’?__1(_)_.
Wetland Conservation Pro;cct Coordinator (CWJE Scrvant) - i : i
% Part Time To CCTF_ 280 ey
5  Coral Reef Monitoring Component Coordlnator 53,970 - - 53,970
" Financial Management Officer {Bmployed Under MEMP ; Piiban
6 Project) - Part Time To CCTF 13,40 :{?73? S 52_[_50
Financial Managemem Assistant (Civil Servant) - Part ' ' ;
7 TimeTo CCTF e | 3’?_95_._.,__“ S
Procurement Officer (Employed Under MEMP Pro_iect) i
®_PantTime To CCTF o U S I
9 " Procurement Assistant (Cmi Servant) -Part Time To 14,095 L 9,035 23,130
CCTF
Total 193,075 114,323 45935 353,333

Based on our review of the Project Monitoring Unit (PMU) of the CCTF project, we
observed the following issues:

(a) Two key staff (Financial Management Officer and Procurement Officer) working

under the Maldives Environmental Management Project (MEMP) implemented by
i lstry have been contracted to work part-time on this project for a monthly
n of MVR 15,420. Although the intention of employing these two staff
¢ project was to transfer specialist skills to the two civil service staff




being contracted to work part-time on the CCTF project by providing on-the-job-
training, this has not materialised. As a result the contracts of these two part-time
staff (Financial Management Officer and Procurement Officer) have been renewed
twice.

(b) The project has internally recruited two civil servants working in the accounting and
procurement side of the Ministry to work part-time on the project accounts and
procurement. In our view the accounts and procurement departments of the Ministry
should take over the activities of the project which could be handled in-house by the
permanent civil service staff of the existing departments without any additional fees
being paid by the project.

The project management structure appears overly weighted given the relatively small
scope and scale of the project. The MEM Project for example has a total budget of $13.9
million (compared with CCTF’s $842,500) is a large complex project, yet manages with a
PMU of eight staff.

Recommendation

When setting up projects, the size and cost of the PMU should always be commensurate
with the size and complexity of the project being managed. Also, the Project Steering
Committee as well as monitoring project deliverables, should also ensure that any skill
transfers (eg. Project management skills) are completed, especially if such training is
stipulated in the contracts of key staff. The management should aim to develop the
capacity of the departments within the Ministry (finance, procurement, administration and
project management), to ensure that future projects are handled in-house using the
expertise of the permanent civil service staff.

2. Fixed Asset Register

An asset register was maintained but the assets were not marked with an identifiable asset
number. Due to this we could not verify the existence of the assets.

Recommendation

Assets must be given an identifiable asset number and a physical verification of assets
must be taken at least once a year and discrepancies found must be followed up.

18" July 2012

39 Floor, Ghaazee Building, Ameeru Ay

efoiados, Tel: +(960) 3323939, Fax: +(960) 3316430, e mait info@audit gov.mv
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MINISTRY OF ENVIRONMENT AND ENERGY
MALDIVES CLIMATE CHANGE TRUST FUND
STATEMENT OF INCOME AND EXPENDITURE
Year Ended 31 December 2011

As at
31.12.2011
Note USD
Income
Disbursements 3 781,000
Less: Expenditure
Coral Reef Project Preparation Specialist (49,407)
ESDD for Flood Protection & Wetland Conservation & Coral
Reef Monitoring (167,093)
Energy Investment Plan for Thinadhoo Island (120,948)
Web Enabled Database Specification (11,250)
Project Management 4 (97,863)
Surplus / (Deficit ) for the period 334,439

The accounting policies and notes on pages 9 through 11 form an integral part of the financial
statements.

17™ July 2012
Male’




MINISTRY OF ENVIRONMENT AND ENERGY
MALDIVES CLIMATE CHANGE TRUST FUND
STATEMENT OF FINANCIAL POSITION

As at 31 December 2011

As at
31.12.2011
Note USD
ASSETS
Non-Current Assets
Office Equipment 53,574
Current Assets
Cash and Cash Equivalents 5 280,865
Total Assets 334,439
Equity and Liabilities
Accurilated Surplus 334,439
334,439
Total equity and liabilities 334,439

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

Signed for and on behalf of the Project:
Name of officer Signature
1. Mohaoed Shon.. fhmed,. ﬁm/wt Manager
2. f:’w;izﬂm %M mer,mﬂ Mg gLk ﬂﬂw

The accounting policies and notes on pages 9 through 11 form an integral part of the financial
statements.

17™ July 2012
Male’




MINISTRY OF ENVIRONMENT AND ENERGY
MALDIVES CLIMATE CHANGE TRUST FUND
STATEMENT OF ACCUMULATED FUNDS

As at 31 December 2011
As at
31.12.2011
USD
Opening Balance as at 1 January 2011 #
Surplus / (Deficit ) for the period 334,439
Accumulated Surplus as at 31 December 2011 334,439

The accounting policies and notes on pages 9 through 11 form an integral part of the financial
statements.

17" July 2012
Male’




MINISTRY OF ENVIRONMENT AND ENERGY
MALDIVES CLIMATE CHANGE TRUST FUND
STATEMENT OF CASH FLOWS
Year Ended 31 December 2011
As at
31.12.2011
ot s

Disbursements 3 781,000

Less: Payments

Coral Reef Project Preparation Specialist (49,407)
ESDD for Flood Protection & Wetland Conservation & Coral
Reef Monitoring (167,093)
Energy Investment Plan for Thinadhoo Tsland (120,948)
Web Enabled Database Specification (11,250)
Project Management 4 (97,863)
Investment in Non-Current Assets (53,574
(500,135)

Cash and Cash Equivalents as at 1st January 201 | -

Cash and Cash Equivalents as at 31st December 2011 280,865

The accounting policies and notes on pages 9 through 11 form an integral part of the financial
statements.

17" July 2012
Male’




MINISTRY OF ENVIRONMENT AND ENERGY
MALDIVES CLIMATE CHANGE TRUST FUND

NOTES TO THE FINANCIAL STATEMENTS
Year Ended 31 December 2011

1.

PROJECT INFORMATION

The objectives of the Trust Fund is to support the development and implementation of
a climate change strategy and action plan for the Government of Maldives (GoM),
which aims at building a climate resilient economy and society through adaptation to
climate change as well as mitigation for a low carbon development path. Specifically,
the Trust Fund aims at achieving the following objectives:

(1) Strengthen knowledge and leadership in the Government of Maldives to deal
with climate change issues both domestically and internationally;

(i)  Improve capacities, and regulatory and governance frameworks to integrate
climate risk management into sectorial strategies and plans;

(iii)  Build adaptive capacity and climate resilience in key sectors through tangible
pilot projects;

(iv)  Increase energy access through renewable energy generation distribution and
energy efficiency in the public and private sectors through low carbon
renewable energy options; and

(v)  Improve institutional and management capacities in the public and private
sectors to deal with adaptation and mitigation inventions that will bring both
development and climate change benefits.

The International Development Association (the “World Bank”), acting as
administrator of grant funds provided by various donors under the Maldives Climate
Change Trust Fund, proposes to extend to the Recipient (GOM), a grant in amount not
to exceed Eight Hundred Forty Two Thousand Five Hundred United States Dollars
(US$ 842,500/-) on the terms and conditions set forth or referred in the Finance
Agrecment signed on January 6, 2011.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of preparation

The financial statements are prepared under the historical cost convention in
accordance with the International Financial Reporting Standards (IFRS). No
adjustments are made inflationary factors affecting these accounts.

2.2 Cash and cash equivalents

Cash flow statement is prepared in “direct method”. For the purpose of cash flow

statement, cash and cash equivalents consist of cash and cash equivalents defined




2.3 Revenue recognition

Revenue is accounted for on a cash basis, Revenue is recognised to the extent of
amount drawn by the Maldives Climate Change Trust Fund from the disbursement

approved and any contributions made by the Maldives Climate Change Trust Fund,
on a cash basis.

2.4 Expenditure recognition
Expenses are accounted for on a cash basis. Expenses are recognised in the income

and expenditure statement on the basis of a direct association between the cost
incurred and the specific project activity.

10



MINISTRY OF ENVIRONMENT AND ENERGY
MALDIVES CLIMATE CHANGE TRUST FUND
NOTES TO THE FINANCIAL STATEMENTS
Year Ended 31 December 2011

As at
31.12.2011
USD
3. Disbursements
World Bank 781,000

781,000

4. Project Management

Coral Reef Monit. Comp. Coordinator 9,543
Energy Sector Plan Coordinator 10,399
Env & Social Safe coordinator 10,595
Financial Management Assistant 6,599
Financial Management Officer 9,719
Operational Expenses 813
Operational Expenses Transport 3,176
Procument Assistant 7,189
Procument officer Icl part time 9,719
Procument Training 9,139
Project Manager (Icl.part time) 9,850
Wetland Adaptation Coordinator 11;121
97,863

5. Cash and Cash Equivalents

Cash at Bank 279,999
Cash in Hand 866
280,865

6. Audit Fee

The audit was conducted by the Auditor General’s Office and no fee was charged for
the audit.

% Events occurring after the balance sheet date

There have been no material events occurring after the balance sheet date that require
justment to or disclosure in the financial statements.

11
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