
Greater Male Waste to Energy Project (RRP MLD 51077-003) 

FINANCIAL MANAGEMENT ASSESSMENT  
  
EXECUTIVE SUMMARY  
 
The financial management assessment (FMA) was conducted in September– November 20191 
for the proposed Greater Malé Waste to Energy Project (the project) in accordance with the 
Guidelines for the Financial Management and Analysis of Projects (2005); Financial Due 
Diligence: A Methodology Note (2009); and Financial Management Technical Guidance Note 
(2015) of the Asian Development Bank (ADB).2 The FMA considered the financial management 
capacity of the Ministry of Environment (MOE) under the Republic of Maldives and its project 
management unit (PMU) in its role acting as the implementing agency. The FMA focused mainly 
on fund flows, organization and staffing, accounting policies and procedures, internal controls, 
financial reporting and monitoring, internal and external audit, and information systems.   
  
The MOE has considerable experience in implementing donors assisted projects including the 
ongoing Greater Malé Environmental Improvement and Waste Management Project (GMEIWMP) 
and Preparing Outer Islands for Sustainable Energy Development Project, both supported by 
ADB.3 The PMU under MOE is headed by a project director assisted by seven full-time staff to 
manage the project on full time basis.4 The PMU is responsible for the day-to-day management 
of GMEIWMP and the project, including but not limited to: (i) preparing an overall project 
implementation plan and detail work program; (ii) providing overall monitoring and guidance on 
the implementation; (iii) monitoring and supervising all management activities; (iv) maintaining 
separate accounts for the project and preparing project progress and project completion reports; 
(v) financial planning and budgeting including contract awards and disbursements; (vi) ensuring 
full compliance with ADB’s resettlement, environmental, and other safeguard policies; and  
(vii) submitting audited project financial statement to ADB within 6 months after the end of the 
fiscal year.   
  
The major risk factors identified during the assessment that need to be addressed include:  
 

(i) Inadequate staff in the PMU accounts section to handle simultaneously multiple 
projects;  

(ii) Continuous training needed on ADB procedures to the accounts staff of MOE and 
new staff in PMU;  

(iii) Lack of an operational internal audit system in the MOE and PMU; 
(iv) Complex financing structure with several financiers; and 
(v) No accounting software used for recording project transactions.  
 

Despite the highlighted risks, the financial management arrangements are satisfactory given that 
MOE has significant experience in satisfactorily implementing a number of donor funded projects. 

 
1  Minor updates made in February 2020. 
2  ADB. 2005. Financial Management and Analysis of Projects. Manila; ADB. 2009. Financial Due diligence: A 

Methodology Note. Manila; and ADB. 2015. Financial Management Technical Guidance Note. Manila.  
3  ADB. 2014. Proposed Grant and Administration of Grant Republic of the Maldives: Preparing Outer Islands for 

Sustainable Energy Development Project. Manila; and World Bank funded projects include the Maldives 
Environmental Management Project and the Maldives Clean Environment Project.   

4  The staffing of PMU includes (i) Project Director (part-time, Director General, Waste Management & Pollution);                           
(ii) Project Manager; (iii) Procurement Specialist; (iv) Finance Specialist; (v) Safeguard Specialist; (vi) Civil Engineer; 
(vii) Information, Education and Communication (IEC) Specialist; and (viii) administrative assistant.  

http://www.adb.org/Documents/RRPs/?id=51077-003-3
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The first audited project financial statement (APFS) for GMEIWMP was unqualified and submitted 
on time. In addition, the project management design and supervision consultants (PMDSC), 
proposed to be recruited under project, will further MOE and its PMU in enhancing the financial 
management capacity. The overall risk assessment for the project is “Moderate”. The action plan 
for mitigating the foreseen risks includes the following measures:   

  
(i) appointing additional financial staff to the PMU or account officer to support the 

PMU with the additional workload for the period GMEIWMP and the project 
implementation will overlap;  

(ii) providing training in ADB’s financial management requirements, disbursement 
procedures and systems;  

(iii) including comprehensive financial information in the quarterly project progress 
reports;  

(iv) strengthening of MOEs internal audit function; and  
(v) procuring an accounting software for the PMU use.



 

I. INTRODUCTION  
  
1. This financial management assessment (FMA) was conducted in September–November 
2019 in accordance with Asian Development Bank’s (ADB) Guidelines for the Financial 
Management and Analysis of Projects (2005); the Financial Due Diligence: A Methodology Note 
(2009); and the Financial Management Technical Guidance Note (2015).   
  
2. The FMA considered the capacity of Ministry of Environment (MOE) and its project 
management unit (PMU), which will be responsible for overall management, supervision, and 
execution of the Greater Malé Waste to Energy Project as the implementing agency, including 
funds-flow arrangement, staffing, accounting and financial reporting system, financial information 
system, and internal and external auditing arrangements.   
   
3. A key aspect of FMA is evaluating the risks associated with financial arrangements of the 
project. The ADB’s principal concern is to ensure that project funds are used economically and 
efficiently for the purpose intended. In support of this, it seeks assurance that the financial 
management system of MOE and its PMU can report on the source and use of the project funds. 
The assessment was based on the results of the FMA questionnaire, interviews and discussions 
with MOE, Ministry of Finance (MOF) as executing agency, and PMU officials, and information 
available through various reports and desk research.  
  

II. BRIEF PROJECT DESCRIPTION  
  
4. The project will establish a sustainable regional solid waste management (SWM) system 
for the Greater Malé region and its neighboring outer islands by (i) developing treatment (proven 
waste-to-energy [WTE] technology), recycling, and disposal infrastructure; (ii) strengthening 
institutional capacities for sustainable solid waste services delivery and environmental 
monitoring; and (iii) improving public awareness on WTE and reduce-reuse-recycle (3R). The 
project will be designed to reduce disaster risk and improve climate change resilience while 
creating a cleaner environment and decreasing greenhouse gas emissions. 
 
5. The project is aligned with the following impact: waste as a valuable resource for income 
generation promoted. The project will have the following outcome: solid waste treatment and 
disposal services improved in the Greater Malé region and its outer islands. 
 
6. Output 1: Disaster- and climate-resilient regional waste management facility 
developed. This will include (i) a 500 tons per day (tpd) WTE plant with 15 years of O&M, 
including two treatment lines of 250 tpd each, a minimum 8-megawatt (MW) electricity surplus 
energy recovery facility, and an air pollution control system; and (ii) a landfill for safe disposal of 
hazardous air pollution control residues and non-marketable bottom ashes. The facility will be 
implemented through a DBO contract to a specialized firm, which will integrate a design–build 
phase and a 15-year operation (O&M) phase to improve sustainability of service delivery. The 
facility will be able to accommodate a third 250 tpd treatment line, which will be required to 
respond to further demand increase. The incineration with electricity generation (WTE) 
technology minimizes land requirements and produces renewable energy, addressing the critical 
land and electricity constraints in Maldives. Recycling of marketable incineration bottom ash and 
metals will be promoted to further reduce landfill requirements and provide valuable materials for 
the construction and recycling industry. All facilities will adopt disaster- and climate-resilient 
features, such as raised floor elevations, flood-proof mechanical and electrical equipment and 
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landfill cells, and enhanced drainage systems. 
 
7. Output 2: Institutional capacity in sustainable waste-to-energy service delivery and 
environmental monitoring, and public awareness on waste-to-energy and reduce-reuse-
recycle improved. This will include (i) preparing and implementing a capacity development plan 
to improve the capacity of MOE and EPA to supervise sustainable WTE service delivery; (ii) 
strengthening MOE and EPA staff capacity in supervising WTE operations, including monitoring 
WTE operational performance and environmental standards, and managing performance-based 
DBO contract; (iii) supporting enhanced financial sustainability for WTE O&M through 
implementation of an agreed O&M financing plan, including financial need forecasting and 
finalization of financing sources, a revenue enhancement plan, assignment of responsibilities, 
and fund flow arrangements for payment of O&M; and (iv) conducting public awareness 
campaigns on WTE and 3R benefits. The project will develop PMU and government capacity to 
prepare, monitor, and manage sustainable WTE through consulting services for contract 
management, monitoring, supervision, and institutional development. 

 
8. The project will be implemented during 2020–2026 through (i) one large DBO package to 
develop a 500 tpd waste-to-energy facility with ancillary facilities; and (ii) four consultancy 
packages for project management, design and construction supervision support, institutional 
capacity building and public awareness. The project is estimated to cost $151.13 million 
(consisting of $127.80 million as base cost, $20.41 million as contingency), inclusive of $2.92 
million financing charges. It is proposed that ADB will provide (i) a grant of $35.18 million from 
Special Fund resources (Asian Development Fund), and (ii) a concessional loan of $38.21 million 
loan from ordinary capital resources, while the ADB’s Japan Fund for Joint Crediting Mechanism 
(JFJCM) will provide a grant of $10.00 million to help in financing the project. The Asian 
Infrastructure Investment Bank (AIIB) will cofinance $40.00 million and the Republic of Maldives 
will contribute $27.74 million to the investment cost of the project. The JFJCM grant will be fully 
administered by ADB while the AIIB loan will be partially administered by ADB. 
 
9. The project is characterized by a complex financing structure with five different financing 
sources. However, as the majority of the expenditures will be incurred as part of one large design, 
build and operate (DBO) contract estimated at $110 million (around 85% of the total base cost), 
the transactions and activities are expected to be focused and limited. Furthermore, the project 
will be implemented by the same PMU which is currently implementing the ongoing Greater Malé 
Environmental Improvement and Waste Management Project (GMEIWMP) project. The PMU is 
already fully staffed and operational and has gained some experience in ADB’s disbursement 
systems and financial management requirements. Given the above the project risk is considered 
moderate. 
  

III. COUNTRY AND SECTOR FINANCIAL MANAGEMENT ISSUES  

 
 10. There is no up-to date Public Expenditure and Financial Accountability assessment 
available for the Maldives and as result this FMA has concentrated on assessments carried out 
by ADB, and International Monetary Fund (IMF) as well the financial management performance 
of the some ongoing ADB projects with regards to the used accounting and audit standards. 

(i) According to the Interim Country Partnership Strategy for 2014–2015 and Interim 
Country Partnership Strategy 2016, Maldives Public Financial Management (PFM) 
system has shown signs of improvement but remain weak in some areas, 
including fiscal risk in state-owned enterprises and local councils and capacity 
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constraints across the PFM system. Vulnerabilities in public procurement involve 
risks of collusive practices and lack of effective internal controls in public agencies. 
The other risks are capacity constraints in the procurement system and weak 
legislative scrutiny of public audits.  Risk mitigation measures include, capacity 
enhancement in agencies associated with ADB’s prioritized sectors of operations; 
and to working with government and development partners to address systemic 
vulnerabilities jointly. 

(ii) The ADB Country Governance Risk Assessment (2016) notes that corruption in 
the Maldives public sector is perceived to be high. The country’s anti-corruption 
measures are hampered by weak legislative scrutiny of public audits and limited 
capacity of and weak coordination between integrity institutions. Due to the 
identified risks, the assessment concludes that ADB’s current limited use of 
country systems is considered adequate, and additional reliance on country 
systems is not envisaged or proposed 

(iii) The Public Investment Management Assessment conducted by IMF (2017) 
highlights poor budget credibility and budget execution as the most significant 
weakness of the wider PFM system stemming from poor planning, weak project 
appraisal and selection, no project pipeline and no capital budget ceiling. This 
weakness results in unrealistic capital budgets, and repeated reallocations. 
Furthermore, weak project management and monitoring capacity, insufficient staff 
training and changes in project scope cause frequent cost overruns and delays in 
implementation. On the positive side, the report emphasizes some important 
ongoing PFM reforms including: (i) a fiscal strategy statement is produced each 
year; (ii) medium-term capital spending projections are provided, and ongoing 
projects are prioritized; (iii) an Integrated Financial Management Information 
System with budget and project management modules and a single treasury 
account are in place; and (iv) reform projects are under way to improve 
procurement, financial regulations and oversight of statement of expenditures 
(SOEs). 

(iv) Maldives Country And Energy Sector Procurement Risk Assessment by ADB 
(2017) rates the overall procurement risk at country and energy sector level as 
high. The identified weaknesses include: (i) absence of a dedicated procurement 
law, (ii) the membership of procurement committees at three levels is decided by 
the President or ministers and not predefined in the Regulations, (iii) contracts 
may be awarded without competition to wholly or partly owned public enterprises, 
(iv) ‘megaprojects’ with their own finance may be implemented by a party selected 
by the President with the advice of the Cabinet, and (v) there is no dedicated 
procurement complaints handling mechanism or a debarment mechanism. Some 
of the weaknesses are being addressed under the World Bank-financed Public 
Financial Management Strengthening Project including the review of the public 
procurement framework. Furthermore, the report notes that internal audit units 
have been created in all line ministries, which will ultimately strengthen the internal 
control environment. 

(v) Reviewing ongoing ADB and World Bank financed projects, it is noted that the 
country has adopted international accounting and audit standards: Projects 
prepare their financial statements in accordance with International Public Sector 
Accounting Standards (IPSAS) (cash basis) and these are audited by the Auditor 
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General in accordance with INTOSAI/ISSAI or International Standards on Auditing 
(ISA). In addition to the audit opinion on the financial statements, the Auditor 
general also provides the additional audit opinions as required by ADB. 

11. Going forward, the new country partnership strategy expected to be finalized in 
2020/2021, will provide ADB more comprehensive and up-to-date information on the state of the 
PFM and the ongoing PFM reforms. 
 

IV. PROJECT FINANCIAL MANAGEMENT SYSTEM  
  
12. Overview. The MOE is responsible for the Government’s environmental, energy, and 
climate policy. The MOE works on issues concerning the climate, energy, biological diversity, 
marine and water environments, waste management, and international environmental 
cooperation. The MOE and its agencies support the government to formulate an integrated policy 
for sustainable energy, solid waste management, and environmental affairs. One of the key areas 
of responsibility of MOE is to draft laws and regulations to ensure appropriate solid waste 
management mechanisms, establish comprehensive facilities to dispose solid waste throughout 
the Maldives, and provide assistance to the local councils in establishing a viable solid waste 
management system at island level.  
  
13. The MOE is directly responsible for setting up and overseeing the operation of the PMU. 
Fully established PMU for GMEIWMP with a Project Director assisted by a seven-member team 
of technical and non-technical officials to manage GMEIWMP on full time basis is functioning from 
June 2019 and the same PMU will manage the proposed project. Of the project assets, the 500 
tpd WTE plant with flue gas treatment, emissions monitoring, bottom ash processing plant, and 
ash disposal landfill with leachate treatment ponds will be operated by a private operator through 
a design-build-operate contract with 15 years O&M period. 
   
14. Experience of managing externally financed projects. The MOE is experienced in 
implementing donor funded projects including the World Bank funded Maldives Environmental 
Management Project and the European Union/World Bank (EU/WB) funded Wetland 
Management and Waste Management Project that were successfully completed in 2016 and 
2015, respectively. The Project’s Implementation Completion and Results Report concluded that 
“the procurement and financial management processes were sound and in compliance with World 
Bank procedures”. The MOE is currently implementing the ADB and European Investment Bank 
co-funded Preparing Outer Islands for Sustainable Energy Development Project and also the 
GMEIWMP. Other donor funded projects currently being implemented by MOE include the 
Maldives Clean Environment Project and the Small-scale Waste to Energy Project. The on-going 
GMEIWMP is being handled by MOE and its PMU and the same dedicated team will manage the 
proposed project.   
  
15. Funds Flow Arrangements. The Republic of Maldives’ share of the project funds will be 
made available to PMU through budget allocation. ADB funds will be disbursed through the 
advance account and direct payment procedures. Under the direct payment procedure, ADB will 
be making the payment directly to the contractors based on Withdrawal Applications (WAs) 
submitted by the PMU and approved by MOF. Under the advance fund procedure, an imprest 
account designated to receive funds from ADB under the project will be opened and maintained 
by MOF in the Maldives Monetary Authority (Central Bank of Maldives). MOE receives counterpart 
funds from the Republic of Maldives (MOF) through its budget allocation and disburses to PMU 
for implementation. The above on-going procedure followed for the GMEIWMP will be followed 
for the proposed project.    
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 16. The budgeting system appears to be robust with periodic reporting and review of actual 
expenditures against the budget with due explanations for significant variations and approvals 
for budget variations being obtained in advance. However, there is sometimes delay for few 
days in receiving counterpart funding for budgeted expenditures due to procedural 
requirements.1    
 
17. Organization and Staffing. MOE’s Finance Section comprises of two sub-sections 
including Accounts and Financial Control. The Finance Section is headed by a Director who is 
well qualified with almost 20 years of experience and holds a post-graduate degree in finance. 
The Director is supported by an Assistant Director and 6 other professional staff most of whom 
are qualified accountants or undergoing training in accounting. The three vacant positions in the 
organization chart reported in the FMA were filled in 2017 and fully staffed presently.  
   
18. The PMU’s approved staff comprising of the project director and 7 officers, including a 
Finance Specialist who is also the project accountant. All the officers were recruited, and the fully 
staffed PMU is functioning from June 2019.  However, at present the PMU only includes one 
accounts position (Financial Specialist) which is inadequate to handle both GMEIWMP and the 
project simultaneously, as a result engaging an additional accountant to support the PMU is 
recommended during the overlapping period (2020–2023).  
 
19. As part of the financial management assessment, it was noted that, the accounts staff of 
MOE and the PMU had not received training in ADB’s financial management requirements, 
systems and procedures although this was agreed during processing of the GMEIWMP. As a 
result, the financial management staff were included in the financial management training 
organized in Sri Lanka in early March 2020 while a disbursement training is planned to be 
organized in the Maldives in quarter 2 of 2020. Furthermore, it is recommended that a training is 
organized as soon as possible, and that project staff take advantage of the ADB e-learning 
courses available online (disbursement and IPSAS cash basis accounting).  
 
20. Accounting Policy and Procedures. MOE follows the Republic of Maldvies accounting 
policy and procedures and is also doing likewise. The accounting system allows for proper 
recording of financial transactions. The accounting is done in line with the MOE’s chart of 
accounts which is adequate. MOE’s records retention is for a minimum period of 5 years, 
consistent with the Republic of Maldives’ guidelines.  MOE needs to ensure that project 
documents retention is also within the 2-year period from the completion of the project, as 
required by ADB guidelines. Under GMEIWMP the PMU prepared project financial statements in 
accordance with IPSAS cash basis of accounting. The same practice will be used for the 
proposed project. Accordingly, the PMU will maintain, or separate books and records by funding 
source for all expenditures incurred on the project following International Public Sector 
Accounting Standard for cash-based accounting and the government’s accounting laws and 
regulations. The accounts will maintain separate records to identify (i) expenditures incurred by 
each expenditure category and each project component, and (ii) financing received from each 
financing source. 
  
21. Segregation of Duties. The organizational structure of MOE ensures adequate 
segregation of duties with different persons doing the transactions authorization, recording, 

 
1  The delay in receipt of counterpart funds is mainly due to the several layers of administration and approvals through 

PMU, MOE, and MOF or occasional delays in transmission of funds from MOF.   
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custody of assets in the transaction and reconciliation of bank accounts and subsidiary ledgers. 
MOE’s Finance Section with a staff of eight at full strength and will have enough officers to enable 
complete segregation of duties. However, PMU has only one position for finance and accounts 
and this results in limited scope for segregation of accounts related duties.   
  
22. Budgeting System. Budget inputs are provided by the various functional units including 
the PMU for review and consolidation. MOE Permanent Secretary has the final responsibility for 
the budget preparation. The budget is submitted to the MOF for review and final approval is given 
by Parliament following which it forms part of the National Budget from which allocations are 
available to MOE and PMU.  Monthly progress statements prepared by MOE has adequate 
budget monitoring provisions by the management. However, the quarterly progress report 
prepared by the PMU is not comprehensive and has no provisions for budget monitoring.  
 
23. For the proposed project, the PMU will prepare a detailed budget estimates covering all 
financing sources. Final approved budget estimates will be reflected in the annual budget of MOE 
once approved by MOF. 
 
24. Payments. Proper invoice processing procedures are in place within MOE and the PMU. 
Payments are made against invoices and other supporting documents that have been verified 
and submitted for payments. Sufficient safeguards exist for approval of expenditure against the 
allocated budget with procedures in place for approvals for variation from allocated budget and 
quarterly reporting and explanations for variance of actuals versus budget.   
  
25. Safeguard of Assets. The accounting system followed by MOE provides for adequate 
safeguards of assets from fraud, waste and abuse with appropriate record and labelling of fixed 
assets, inventory and stocks.  There are annual audits by the Auditor General’s office and with 
internal checks at different levels within the organization to ensure verification and protection of 
assets. The PMU is following the same procedures and also be subject to Auditor General’s 
annual audit during which asset register verification is carried out. Assets such as vessels and 
vehicles are covered by insurance policies.   
  
26. Contract management and accounting. MOE maintains all contract-wise records that 
indicate gross and net values with adjustments for payments and contract variations in order to 
monitor contracts. The records are periodically reconciled with the physical outputs and 
deliverables, and these are regularly verified with the contractor. The PMU is following similar 
contract management and accounting procedures.   
  
27. Internal Audit. While the MOE organization chart has provision for four staff in the internal 
audit section, the section has not been functioning since 2013 when the Ministry of Environment 
was split away from the then Ministry of Housing and Environment to form MOE. In June 2017, a 
finance officer was transferred from MOF to MOE to head the internal audit function. However, 
without any supporting staff sanctioned by MOF, the officer had to return and was transferred to 
other ministry. While MOE is in communication with MOF for approval to recruit the all positions 
of internal audit section, there is no immediate plan to recruit these officers and it is unlikely that 
the internal audit function will be operational any time soon. This will affect the financial 
management for MOE significantly and is considered a major risk. Also, PMU has no internal 
audit system and its PMU staff only is preparing the annual financial statements for project 
accounts.  
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28. External Audit. The Auditor General of Maldives, who is appointed by Parliament, is the 
independent external auditor of MOE and the PMU. Audits of the entity and PMU are carried out 
annually. There have been no significant delays in the external audit for completed and ongoing 
donor funded projects and the audit reports are generally issued within six months from the end 
of financial year.2 External audit is conducted in accordance with the International Standards on 
ISA. The Auditor General’s audit for MOE is completed for 2017 and the audit for 2018 is in 
progress. Completed audit reports for MOE have no major observations.  

 
29. For the GMEIWMP, the first audit covering the fiscal year 2018 was completed and the 
audited project financial statement (APFS) was submitted on time by the PMU. The audit was 
conducted by Auditor General’s Office in accordance with ISA. The auditor issued an unqualified 
opinion on the project financial statement (PFS), the use of grant proceeds, compliance with SOE 
procedures and compliance with imprest fund procedures. However, no management letter was 
submitted. It is also noted that very limited transactions were incurred in the first year of 
implementation. 
   
30. Reporting systems. Financial Statements are prepared for both MOE and the PMU 
annually and financial reporting done quarterly. Monthly and quarterly financial reports are 
generated by the accounting systems in MOE and they show comparisons of actual expenditures 
against budgeted expenditures. The entity has experience in implementing projects funded by 
other donors and ADB.3   
 
31. Annual financial statements prepared by the PMU under GMEIWMP were found to be 
adequate for audit requirements of the Auditor General although the PFS could be further 
improved by including a statement of imprest account. However, assessment noted that the 
interim financial reporting by the PMU requires some improvement to ensure timely financial 
information is made available to project management, MOE, and ADB. As a result, it is 
recommended that the information on cash receipts and payments, contract awards, 
disbursements, budget vs actual (variance analysis) is generated on a quarterly basis and 
included in the quarterly progress reports (QPR) submitted to ADB. In addition, the QPR should 
summarize the status of: i) financial covenants, ii) financial management action plan, and iii) past 
internal and external audit observations (if any).  
 
32. Furthermore, under the proposed project, the PMU will prepare consolidated project 
financial statements annually in accordance with the government's accounting laws and 
regulations which are consistent with international accounting principles and practices. The 
project financial statements will include: 
 

(i) Statement of cash receipts and payments; showing the funds received by each 
funding source (ADB loan, ADB grant, AIIB loan, JFJCM grant, Republic of 
Maldives, etc.) and expenditures incurred by expenditure category for the current 
year, prior year and cumulative from inception to date; 

(ii) Statement of budget vs actual expenditures; Any significant variance must be 
sufficiently explained in the notes; 

(iii) Statement of Advance account reconciliation for each advance account; 
 

2  The Financial Year end in Maldives is 31st December.  
3  ADB funded project includes Preparing Outer Islands for Sustainable Energy Development (POISED) Project and 

GMEIWMP.  
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(iv) Statement of disbursement with a breakdown for each funding source (ADB loan, 
ADB grant, JFJCM grant, and AIIB loan etc.); and 

(v) Detailed notes to the financial statements including significant accounting 
policies. The notes of the financial statements must provide a detailed 
breakdown of at least the following:  
(a) Funds received from the Government during the current year, previous 

year and cumulative to date, and 
(b) A list of WAs submitted to - and the amounts disbursed by ADB/AIIB as 

follows: (i) funding source (ADB loan, ADB grant, and AIIB loan etc.),                        
(ii) WA number, (iii) the amount claimed and currency, (iv) date submitted, 
(v) disbursement method, (vi) the amount disbursed by ADB/AIIB, and (vii) 
used exchange rate. 

33. The expenditure categories and component used in the financial reports will be aligned 
with the structure outlined in the PAM. 
 
34. Information System. The accounting division of MOE uses computerized ‘SAP’ based 
accounting system developed for the Government Accounting System, to prepare all accounting 
statements and reports. However, under GMEIWMP the PMU is using excel for preparing 
separate financial statements for the project. Excel is not an acceptable accounting software. 
Other PMUs in MOE are using the off-the-self accounting software ‘Quick Book’ and was found 
to be working well. During fact finding mission it was agreed that the PMU would procure the 
same standalone accounting software to improve its accounting system (Quick Book) for which 
the procurement process is being finalized4.   
 
35. Disbursement. The ADB, JFJCM, and AIIB Financing proceeds will be disbursed in 
accordance with the ADB’s Loan Disbursement Handbook (2017, as amended from time to time), 
and detailed arrangements agreed upon between the government and ADB and AIIB. The 
Borrower will submit to ADB the original WA covering the finances of ADB loan, ADB grant, and 
JFJCM grant. ADB will review submitted WA and pay its share of financing. 
 
36. For the AIIB loan, the borrower shall submit one original of the WA and copies of 
supporting documents to ADB using the direct payment procedure only. ADB will review each 
WA and advise AIIB to make the necessary payment, if any, subject to approval by AIIB. 
 
37. An advance account will be opened under the ADB grant while the ADB loan, AIIB loan 
and JFFCM grant will be disbursed under the direct payment method, 
  

V. RISK ASSESSMENTS  
  
38. The FMA has considered two types of risks, (i) inherent risks, i.e. risks outside the direct 
control of the entity financial management, and (ii) control risks, i.e. risks concerning the internal 
functioning and control of the entity’s accounts division. The following key risks have been 
identified.  
  

  

 
4 As at March 2020. 
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Table 1: Financial Management Inherent and Control Risk Assessment  
Risk  Risk Assessment  Risk Mitigation Measures  
A. Inherent Risk  
1. Country Specific  

(Maldives)  
SUBSTANTIAL 

Partially Weak budget credibility and budget 
execution as well as weak project 
management and monitoring capacity. The 
government is in process of implementing 
initiatives to strengthen its PFM systems. 

  
No mitigation measures are 
proposed under this project  
  

2. Entity-Specific  
      (MOE)   

MODERATE 
MOE has experience in implementing ADB 
projects in the past including the ongoing 
GMEIWMP. Lack of an efficient internal audit 
function, timely release of counterpart 
funding and slow implementation may pose 
challenges to the project.   

  
MOE Internal audit function to be 
strengthened. 

3. Project Specific   
Risks  

MODERATE 
The project is characterized by a complex 
financing structure with 5 different financing 
sources. However, the majority of the 
expenditures will be incurred as part of one 
large turnkey contract and as result the 
transactions are expected to be focused 
and limited. 

  
Availability of funds and 
expenditure forecasting by 
financing source will need to be 
monitored carefully as part of 
QPRs and WAs. 

Overall            
Inherent Risks SUBSTANTIAL 

B.    Control Risk (MOE/PMU)  
1.   Implementing    
       Entity 
(MOE/PMU)  

MODERATE 
Full PMU is in place since June 2019 with 
qualified staff for GMEIWMP. The same 
team will implement the project. 

  

  
Financial management capacity 
building and mitigation actions 
listed in the FMAP to be monitored 
by ADB through the review of 
quarterly progress reports and 
annual supervision missions. 

2.    Funds Flow   
  

SUBSTANTIAL 
• Funds flow for the project will be similar 

with other ongoing projects. There have 
been no major problems identified.  

• Complex financing structure with several 
financing sources. 

• Possibility for occasional delays in the 
receipt of counterpart funding may delay 
implementation.   

  
• The government will provide 

assurance that all funds will be 
released on time. 

• Advance account to be used to 
disburse ADB grant funds only 
(excluding Output 1). Direct 
payments to be used for the 
remaining financing sources 
(ADB loan, AIIB loan and for 
Output 1.  

3.    Staffing  MODERATE 
• Partially inadequate staff capacity in the 

accounts section of the PMU may cause 
delays in day to-day financial 

  
• Ensure continuous training during 

the project implementation 
period. 
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Risk  Risk Assessment  Risk Mitigation Measures  
management and submission of 
periodical financial reports.  

• One accountant in the PMU may not be 
sufficient to manage the FM 
simultaneous workload of GMEIWMP 
and the project, when their 
implementation overlaps (2020–2023). 

• Engage an additional 
accountant/accounts officer to 
support the PMU with the 
additional workload for the period 
GWEIWMP and the project 
overlap (2020–2023). 

• Engage a qualified and 
experienced financial 
management consultant as part 
of grant consultant package or 
TRTA.    

4.    Accounting  
       Policies and    
       Procedures  

MODERATE 
• Policies and procedures are well 

documented. PMU will use 
international accounting standards 
(IPSAS cash basis) and the 
government’s accounting laws and 
regulations, which are consistent with 
international accounting principles and 
practices 

• The PMU to maintain separate records 
for GMEIWMP and the project.   

  
The PMU to adjust their chart of 
accounts to ensure: (i) separate 
accounts are maintained for the 
project and the (ii) expenditure 
categories, bank accounts and 
sources of funds are aligned with 
structure outlined in the PAM. 

5.    Internal Audit  SUBSTANTIAL 
MOE’s internal audit function has not been 

operational since 2013, as positions in 
the Internal Audit function have not been 
filled.   

  
MOE to appoint qualified staff to 
carry out internal audit of both MOE 
and the project.  

6.    External Audit  
       (entity level)   

MODERATE 
MOE is audited annually. There have been 

some minor delays in the entity audit and 
submission of audited financial 
statements.  

  
The entity Audits are to be 
conducted as per statutory 
requirements. 
  

7.    External Audit    
       (Project level) 

MODERATE 
• Project financial statements are annually 

audited by the Auditor General’s office in 
accordance with ISA.   

• Audit of GMEIWMP for covering the FY 
2018 was completed and submitted to 
ADB on time. 

  
A management letter must be 
submitted together with the APFS. 

8.   Reporting and         
       Monitoring  

  

                      SUBSTANTIAL 
Financial reports are prepared manually 
using excel which may be prone to errors. 
Interim financial reporting and quarterly 
progress reports are prepared by the PMU 
but needs to be supplemented with 
additional information to comply with 
ADB’s requirements.  

 

  
• Financial reports to be generated 

from a proper accounting 
software. 

• The quarterly financial reporting 
to be improved to include 
information on contract awards, 
advance account reconciliation, 
and variance analysis (budget vs 
actual and financial vs physical) 
and status of: (i) compliance with 
financial covenants, and (ii) 
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Risk  Risk Assessment  Risk Mitigation Measures  
financial management action 
plan and past internal as well as 
external audit observations  

9.    Information     
       Systems  
 

LOW (MOE) 
The system in operation suits MOE’s 
requirements. A backup procedure is 
also in place.  

  
Not applicable.  

SUBSTANTIAL (PMU) 
No accounting software in place. PMU 
presently use excel for recording and 
reporting of project activities.  

   
PMU to procure an accounting 
software for better accounting and 
financial management.  

Overall Control risk Moderate 
Overall            
Pre-mitigation Risk  

MODERATE  
Several financial management risks have been identified but none are high. 
However, inadequate PMU accounts staff to handle two projects simultaneously, 
no internal audit division of MOE, and use of excel based manual accounting may 
hamper the effective implementation of the project. The initial support and 
capacity development for MOE and PMU on ADB procedures will be implemented 
with the support of a q experienced PMDSC or TA consultant with a recognized 
professional accountancy qualification (CPA/CA) 

ADB= Asian Development Bank, APFS= audited project financial statements, CA = chartered accountant, CPA = 
certified public accountant, FY= financial year, FMAP= financial management action plan, GMEIWMP= Greater Male 
Environmental Improvement and Waste Management Project, ISA= International Standards on Auditing, MOE= 
Ministry of Environment, PAM= project administration manual, PFM= , PMDSC= project management design and 
supervision consultant, PMU= project management unit, QPRs= quarterly progress reports, TA= Technical Assistance, 
TRTA= Transaction Technical Assistance, WA= withdrawal application. 
 
39. The major risk factors identified during the assessment of GMEIWMP FMA in 2017 were 
reviewed against the progress made and summed up below. Of the four risks identified, two risks 
with respect to the internal audit system in MOE and training for the accounts staff of MOE and 
the PMU are found to be pending and still remain as major risk factors.   
 

Table 2: Status of Risk Factors Identified during Greater Malé Environmental 
Improvement and Waste Management Project Assessment 

No. Risks identified Present Status 
1 Delays in setting up 

dedicated PMU may hamper 
the project’s timely and 
effective implementation. 

From 9 June 2019, agreed full PMU is in place. There are total 8 
staff including the part time Project Director (Director General, 
Waste Management & Pollution, MOE). Others are recruited 
under contract basis. 

2 Insufficient training on ADB 
procedures to the new staff in 
PMU may cause delays in 
day-to-day financial 
management of the project. 

This risk is being addressed. Financial Specialist from the PMU 
has received training in ADB financial management requirements 
while disbarment training is expected to be completed in second 
quarter of 2020. 

3 Occasional delays in the 
release of the government’s 
counterpart funds may cause 
delays in the timely and 
efficient implementation of the 
project. 

No delay was observed in getting government’s counterpart fund 
during last one year. There were only minor procedural delays in 
terms of days. However, no major transactions to contractors 
were effected during last year, except the PMU related minor 
expenditure as a result this risk needs to be monitored closely as 
part of the implementation as well. 

4 Weak internal audit system in 
MOE and PMU may prevent 

This risk still remains unresolved. As indicated in the earlier FMA, 
one finance officer was deputed to MOE from MOF to head the 
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No. Risks identified Present Status 
them of not being aware of 
key risks. 

internal audit section. As there was no further development to 
recruit the required support staff, the deputed financial officer was 
transferred to another ministry. At present, there is no internal 
audit section in MOE, though the organization structure has 
provision. 

ADB= Asian Development Bank, FMA = financial management assessment, MOE= Ministry of Environment, MOF – 
Ministry of Finance, PMU= project management unit. 
  

VI. STRENGTHS AND WEAKNESSES  
  

40. Strengths. A significant strength of the financial management systems of MOE is that it 
has sufficient experience in handling large-scale projects with substantial values. Full PMU is in 
place to manage GMEIWMP and the same PMU will manage the project.  
  
41. Weaknesses. The following weaknesses in financial management system have been 
identified and need to be addressed:  

        
(i) Inadequate staff in the PMU accounts section to handle simultaneously multiple 

projects;  
(ii) Insufficient training on ADB procedures to the accounts staff of MOE and new staff 

in PMU;  
(iii) Lack of an operational internal audit system in the MOE and PMU; 
(iv) Complex financing structure with several financiers; and 
(v) No accounting software used for recording project transactions.  

 
VII. PROPOSED ACTION PLAN  

  
42. The following actions agreed are noted as an action plan to address issues that the 
financial management assessment identified in MOE and PMU.   

  
Table 3: Risk Assessment and Mitigation Plan  

Areas Agreed Action Responsibility Timeframe 
Staffing Engage an additional accountant/accounts 

officer to support the PMU with the additional 
workload for the period GMEIWMP and the 
project overlap (2020–2023). 

MOE/PMU By loan/grant 
effectiveness 

Financial 
management 
capacity 
building 

Undertake training in ADB’s procedures and 
systems (LFIS, CPD etc. provided by ADB. 

PMU together 
with ADB 

By loan/grant 
effectiveness  

Accounting Set up the chart of accounts in line with the 
expenditure categories, project components, 
bank account and sources of funds structure 
outlined in the PAM. 

MOE/PMU By loan/grant 
effectiveness 

Internal audit Strengthen the internal audit function of MOE by 
filling the vacant internal audit positions with 
qualified staff and include the project in the audit 
plan of the internal audit function. 

MOE By loan/grant 
effectiveness 
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Areas Agreed Action Responsibility Timeframe 
External audit - 
project level 

Ensure the project is included in the audit plan of 
the Auditor General’s Office. 

MOE/PMU By loan/grant 
effectiveness 
 
 

Financial 
reporting 

Generate quarterly financial reports in a format 
agreed with ADB. Include comprehensive 
financial information as agreed with ADB in the 
quarterly progress reports to be submitted to 
ADB.  

MOE/PMU Within 45 
days after 
each quarter.    

Information 
systems 

Procure an accounting software to be used to 
record project transactions and generate 
financial reports. 

 MOE/PMU By loan/grant 
effectiveness 

ADB= Asian Development Bank, CPD = client portal for disbursements, GMEIWMP= Greater Male Environmental 
Improvement and Waste Management Project, LFIS = loan financial information services, MOE= Ministry of Energy, 
PAM = project administration manual, PMU= project management unit. 
 
43. Annexes to the FMA. The following resources were prepared during the financial 
management assessment and may be used as a guide during the project inception and 
implementation to further improved the quality of financial management. 

 
(i) Annex A: Financial Management Expert/Consultant – Terms of Reference 
(ii) Annex B: Supervision and Implementation Support Plan  
(iii) Annex C: Accounting Software – Indicative Specifications 
(iv) Annex D: Sample Project Financial statements 
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