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i

AUDITOR GENERAL’S OFFICE
Mal¢, Republic of Maldives

AUDITOR GENERAL’S REPORT

TO THE PRESIDENT, THE PEOPLE’S MAJLIS AND THE MINISTER OF
FINANCE, ON THE CONSOLIDATED FINANCIAL STATEMENTS OF THE
GOVERNMENT OF MALDIVES
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2020

Introduction

The purpose of this report is to express an opinion on the Consolidated Financial Statements
(CFS) of the Government of Maldives for the financial year ended 31 December 2020, pursuant
to the Audit Act (No. 4/2007), and to express an opinion on whether the Government has spent
funds out of the annual budget approved by the People’s Majlis for the achievement of its
objectives and the purposes intended in the budget and within the limits set therein, and whether
it has complied with public finance legislation in conducting financial operations of the
Government, and to present to the Minister of Finance (the Minister) the issues that have been
observed in the audit and the recommendations thereof, pursuant to section 39 of the Public
Finance Act (PFA) (No.3/2006) and to submit these issues and recommendations to the
President and the People’s Majlis pursuant to the article 213 of the Constitution. This report
will also be placed on the Auditor General’s Office (AGO)’s website www.audit.gov.mv.

The report is made up of two sections. Section one comprise our opinion on the CFS and section
two comprise our opinion on compliance with the PFA and the Public Finance Regulation
(PFR) and the parliamentary authorities in spending out of the budget it has approved for the
Government.

We have audited the CFS set out on pages 11 to 70 that includes the Statement of Receipts and
Payments and Statement of Comparison of Budget and Actuals for the financial year ended 31
December 2020, and Statement of Assets and Statement of Liabilities as at the year then ended,
and accompanying notes to these financial statements.

The issues observed in this report have been discussed with the senior officials of the Ministry
of Finance. We place on record our appreciation to the staff members of the Ministry and all
those who have extended their cooperation to this audit.

Auditor General’s Office | Ghaazee Building | Ameer Ahmed Magu | Male’, Republic of Maldives

+960 332 3939 | info@audit.gov.mv | www.audit.gov.mv Page 2 of 70



Report on the Financial Statements

Responsibility of the Minister

It is the responsibility of the Minister under section 38(c) of the PFA to submit to the Auditor
General the CFS within 14 days of receipt of the same from the Financial Controller. And
under section 38(a) of the PFA, the Financial Controller is required to prepare and submit CFS
to the Minister within three months after the end of a financial year.

The CFS for the financial year ended 31 December 2020 shall be prepared based on the
framework established pursuant to public finance legislation. Ministry of Finance, via PFR
15.03 (No. R-20/2017) has adopted International Public Sector Accounting Standard: Financial
Reporting under the Cash-Basis of Accounting (IPSAS). financial statements prepared and
presented under this standard are required to include a statement of receipts and payments, a
statement of comparison of budget with actual amounts (if the approved budget is made
available publicly) and accounting policies and explanatory notes. Thus, CFS have to be
prepared and presented in accordance with the said standard.

In addition to the financial statements required under IPSAS Cash Basis of Accounting,
pursuant to section 38(b) of PFA, the Minister is also required to prepare and present: a
statement of estimates of revenue and expenditure for each Public Funds that are in the budget
passed by the People’s for that year; a statement of actual revenue and expenditure of each of
the Public Funds; and a statement each for assets, liabilities and contingent liabilities of the
State as at the end of the financial year.

Under section 42(b) and (c) of the PFA, the Minister is responsible for controlling and
managing the Public Bank Account, the Public Funds and the financial affairs of the State.
And under section 42 (c) of the PFA, the Minister is also responsible for ensuring that full and
accurate accounting of the Public Bank Account, the Public Funds and the financial affairs of
the State are duly submitted to the Auditor General and the People's Majlis.

Responsibility of the Auditor General

Our responsibility, under section 39 of the PFA, is to express an opinion on the CFS based on
our audit and submit the audit report to the Minister. We conducted our audit as per the
International Standards On Auditing (ISAs). 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, whether due to fraud or error.

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 presentation of the financial
statements. An audit also includes evaluating the appropriateness of accounting policies used
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and the reasonableness of accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements.

An audit involves examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. It cannot be relied upon therefore to identify all errors and
weaknesses that may exist.

Qualified Opinion on the Financial Statements

In our opinion, except for the possible effects of the matters described in the Basis for Qualified
Opinion paragraphs below, the accompanying CFS of the Government of Maldives present
fairly, in all material respects, cash receipts, cash payments, approved budget and spending out
of it for the year ended 31 December 2020, in accordance with International Public Sector
Accounting Standard (IPSAS): Financial Reporting under the Cash-Basis of Accounting.

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

Basis for Qualified Opinion
1. Beginning and Closing Cash Balances not presented in the Financial Statements

Clause 1.3.12, (c) of IPSAS Cash Basis requires presenting beginning and closing cash
balances for the reporting period in the Statement of Receipts and Payments. However, the
Ministry has not presented these balances in the CFS.

2. Unable to verify Public Funds

In the Statement of Budget and Actuals for the year ended 31% December 2020, we have
identified an amount of MVR 4,772 million stated as “Public Funds” as one of the component
to finance the debt. However, we were not provided with breakdown of the financed amount
of the line item “Public Funds”. Hence, we were unable to verify how MVR 4,772 million was
financed during the year 2020.
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Report on Compliance with Public Finance Legislation

Responsibility of the Minister

In addition to the aforesaid responsibility to prepare and present CFS, it is also the
responsibility of the Minister to spend funds out of budget approved by the parliament; for the
purposes intended in the budget, and within the limits set therein; and to comply with the PFA
and the PFR in conducting the financial operations of the Government.

Responsibility of the Auditor General

In addition to the responsibility to express an opinion on the CFS, it is also our responsibility
to express an opinion on whether the Government has spent funds, in all material respects, out
of the annual budget approved by the People’s Majlis for the achievement of its objectives, for
the purposes intended in the budget, and within the limits set therein; and has complied with
the PFA and the PFR in conducting its financial operations.

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

Qualified Opinion on Compliance with Public Finance Legislation

In our opinion, in all material respects:

a) The Government of Maldives has spent out of the annual budget approved for the year 2020
by the Parliament; to achieve the objectives, purposes and limits set therein, in accordance
with the public finance legislations; and

b) except the matter described under the Basis for Qualified Opinion on Compliance with
Public Finance Legislation paragraph below, other financial affairs of the Government of
Maldives for the year ending 31 December 2020 have been conducted in accordance with
the PFA and PFR

Basis for Qualified Opinion on Compliance with Public Finance Legislation

1. According to section 11.03 (d) of the PFR, the Ministry is required to maintain a fixed asset
register containing all the assets of the State. However, the Ministry has not maintained a
fixed assets register containing assets purchased before 2009. Hence, we were unable to
verify the completeness and accuracy of the total fixed assets amounting to MVR 6,034
million as at 31 December 2020 presented in the Statement of Assets.
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Matters arising from the Audit and Recommendations for
Improvements

Financial Statement Issues

1. Beginning and Closing Cash Balances not presented in the Financial Statement

Clause no. 1.3.12, (c) of IPSAS Cash Basis states that the Statement of Cash Receipts and
Payments shall present the beginning and closing cash balances of the entity for the reporting
period. However, opening and closing cash balances have not been presented on the Statement
of Receipts and Payments. Therefore, we were unable to verify if any adjustments and its
resulting impact to the CFS from opening and closing cash balances (if any).

According to the Ministry, the SAP System is configured and designed in such a way that only
transactions carried through from the Public Bank Account are being recorded in the SAP/
General Ledger (GL), and that of other bank accounts are not included in SAP system. Hence,
the current banking architecture in SAP system is not sufficient to present the movements of
opening and closing cash balances, as required under Cash Basis IPSAS.

Furthermore, the Ministry also highlighted that they are working with MMA on developing a
unified payment system to process all the payment which will enable automatic payment
processing and maintenance of separate bank accounts within the SAP System.

Recommendation

We recommend the Ministry to present opening and closing cash balances in the financial
statement, pursuant to section 1.3.12 of Cash Basis IPSAS

2. Unable to verify Public Funds

In the Statement of Budget and Actuals for the year ended 31% December 2020, we have
identified an amount of MVR 4,772 million stated as “Public Funds” as one of the component
to finance the debt. However, we were not provided with breakdown of the financed amount
of the line item “Public Funds”. Hence, we were unable to verify how MVR 4,772 million was
financed during the year 2020.

Recommendation

We recommend the Ministry to provide us with breakdown of the budget deficit amount in
future audits in a timely manner.
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Compliance Issues

1. Fixed Assets Not Managed as per PFR

Section 11.03 (d) of the PFR requires the Ministry to maintain a fixed asset register containing
all the assets of the State. The year-end manual published with the finance circular
13-D3/CIR/2017/30, requires entities to submit the information required for the preparation of
the financial statements to the Ministry. This information includes details of fixed assets held
by the entities.

However, we noted that the Ministry has not included assets purchased before 2009 in the fixed
asset register, nor they were included in fixed assets balance of MVR 6,034 million as at 31
December 2020 in the Statement of Assets. Therefore, we were unable to verify the
completeness of the fixed assets balance of as the year ended.

At the date of this report, the Ministry has been working on completing the assets register
through development of ‘Neelan Portal’ and integrating the Portal with the SAP Asset module.

Recommendation

We recommend the Ministry to maintain a fixed asset register, pursuant to section 11.03(d) of
the PFR.

Other Matters

1. Issues Identified in Capital Contribution to the State Owned Enterprises (SOEs)

a) Discrepancy in Capital Contributions to the State Owned Enterprises (SOEs)

During the course of the audit it has been observed that the Ministry does not adequately
maintain records of capital contributions made to the State Owned Enterprises (SOEs). We
noted a discrepancy of MVR 614 million when we vouched the Capital Contribution to the
SOEs, whilst the Capital Contribution as at 31 December 2020 presented in the Statement of
Assets was MVR 9,334 million, and General Ledger in the SAP showed MVR 8,720 million
as Capital Contribution to the SOEs as at 31 December 2020. The Ministry was not able to
provide a reconciliation for this discrepancies. Therefore, we were not able to determine
whether any adjustment is required and resulting impact to the Statement of Assets of this
discrepancy.

b) Lack of a Policy for Capital Contribution to the SOEs

It has been noted that the Ministry has not formulated a policy for capital contributions to SOEs.
Currently, capital contributions to SOEs are based on the Privatization and Corporatization
Board (PCB)’s decisions.

Lack of a policy might result in arbitrary amounts of Capital Contributions, that might not have
been seen objectively set, made to different SOEs.
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Recommendations

We recommend the Ministry:

a) To maintain a systematically complete record of all Capital Contributions made to the
SOEs, reconcile any discrepancies between relevant accounting records, and ensure correct
posting of capital contributions is made in the SAP System; and

b) Formulate a policy for making capital contribution to ensure objectivity and fairness
amongst the SOEs in making such contributions by the State.

2. Discrepancy in Accounting for Dividend Receivable

Statement of Assets show a dividend receivable of MVR 1,445 million as at 31 December
2020, representing five SOEs. However, the SAP records show dividend receivable of MVR
1,304 million representing five SOEs. Ministry has not carried out a reconciliation between the
financial statement figure and SAP records to identify this discrepancy. Owing to this
discrepancy and lack of reconciliation for the same, we were unable to verify completeness and
accuracy and valuation of Dividend Receivable amount of MVR 1,445 million as at 31
December 2020 presented in the Statement of Assets.

Recommendation

We recommend the Ministry to carry out proper reconciliation of relevant records to ensure
that dividend that has to be received from SOEs are accounted for properly and year-end
dividend receivable balance is fairly stated in the Statement of Assets.

3. Issues Identified in relation to Sovereign Development (SDF)

a. Lack of a Regulatory Framework for Management of SDF

With reference to the “Paper on Establishing a Sovereign Development Fund (SDF) or Debt
Service Fund in Maldives” submitted by the Finance Ministry to the Cabinet on 25th August
2016, the decision made by the Economic and Youth Council (Letter No: 1-ED/13/2016/375)
is, that the Ministry shall prepare the necessary legal and regulatory framework to establish the
SDF, including detailed guidelines and all the set-up requirements and governance aspects that
would enable the establishment and operation of such a fund in a credible manner. However,
it has been observed that the Ministry has not established the suggested legal and regulatory
framework, and governance policies for sound management of this fund.

b. SDF Account not maintained on the SAP System

Transactions relating to the SDF are recorded in SAP’s General Ledger clearing codes, and
manual reconciliation of SDF balances is carried out on a monthly basis by the Ministry.
However, due to SAP System configuration issues, the SDF account with opening and closing
balances of it is not maintained within the SAP System. Owing this, we are unable to verify
accuracy, completeness and valuation of SDF account balances of MVR 566 million included
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in the year-end cash and cash equivalent figure of MVR 6,943 million presented in the
Statement of Assets as at 31 December 2020.

Recommendations

We recommend the Ministry:

a) To formulate and formalize guidelines and policies as suggested in the paper submitted
to the Cabinet on 25th August 2016; and

b) Establish in its Chart of Accounts the general ledger account of SDF for recording the
transactions carried out within the SDF account.

20 April 2022

Hussain Niyazy
Auditor General
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