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Our Aspirations
Vision

Financial and
Operational
Highlights for 2013

Achieving excellence in pension services and financial stability for a
secure future

Mission
Manage Pension fund in the best interest of the members through secure

Participation of over 470
public sector employers in
MRPS

and diversified investments.
We endeavor to:

•
•
•

Provide automated customer driven services
Mainstream pension knowledge
Facilitate innovation in pension products and services

Core Values
Professionalism: Integrity, confidentiality and objectivity
Communication: Precise, concise, shared information and clarity

More than 1,460 employers
participated in MRPS from
private sector
Number of Beneficiaries of

Basic Pension is over15,400

Innovation: Simplicity, cutting edge technology and creativity
Work Ethics: Team work, respect and learning culture
Accountability: Responsibility, honesty, transparency and risk consciousness

Total Number of employees in
MRPS is more than 77,240

Basic Pension Average Monthly
disbursement 35.1 million

Average monthly contribution
to MRPS is 61.9 million

Average Monthly State funded
pension disbursement is 20.4
million
Average monthly pension

disbursement from MRPS is 2.2
million
MRPS fund size is 5.31 billion
All monetary values are in MVR
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Financial Operational Highlights
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Payouts disbursed in 2013
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Retirees of 2013
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Chairperson Statement

Iyaz Waheed - Chairman
On behalf of Board of Directors of Maldives Pension Administration Office (MPAO), it gives me great pleasure to present the Annual Report
of MPAO for the financial year ended 31st December 2013.
The fiscal year 2013 was another year of significant achievements in implementing the Maldives Pension Act (8/2009) and the relevant
regulations.
During the year, our key priority was the enhancement of public confidence and trust in the newly established pension system, with major
focus areas being good governance, innovation and continuous service improvement.
The Board focused on implementing this strategy, and is pleased with the clear progress in reaching its strategic goals. The most significant
achievement of 2013 was the attaining of complete financial independence of MPAO by the end of the year. From next year onwards, the
operational costs of MPAO will be covered solely by the income generated from the administrative fees of Maldives Retirement Pension
Scheme (MRPS). Another major highlight of the year was the operationalization of a much more efficient pension disbursement process
through the implementation of the Pension Management System “Koshaaru”, which enables timely disbursement of benefits to pensioners.
Other highlights include the development of institutional arrangements for internal controls, numerous programmes conducted throughout
the country to increase stakeholder awareness on the pension system, and actions taken to maximize employer compliance to the Pension
Act and relevant regulations, operationalization.
In addition to the strategic goals, the Board also recognized the importance of establishing a sound risk management structure to determine,
manage and monitor the investment and operational risks faced by MRPS. In this respect, an Investment Compliance function was established
at MPAO and work is currently underway towards the development of an organisation-wide risk management framework for MPAO.
On a personal note, as this is the final year of my term as the Chairperson of MPAO, I would like to take this opportunity to express my heartfelt
appreciation for the generous support provided by Government Ministries and agencies, state institutions, financial institutions, employers
and other stakeholders in the implementation of the pension system in the Maldives. I also extend this thanks to the contributions provided
by World Bank Pension and Social Administration Project.
I also acknowledge that the success achieved by MPAO is the result of the excellent hard work and dedication of MPAO management and
staff under the strong leadership and guidance of the Chief Executive Officer, Mr. Mohamed Hussein Maniku. On behalf of myself and the
Board, I take this opportunity to thank them for their strong commitment and dedication towards MPAO.
I also wish to thank my fellow Directors, present and past, for the support they have given me during my tenure as the Chairperson of MPAO.
I would also like to acknowledge and thank Mr. Mohamed Inaz, who resigned from the Board in December 2013, for his contribution and
services.
Looking ahead for 2014, as we pursue the vision and mission of MPAO, the Board would like to assure all stakeholders that MPAO will continue
taking all necessary steps to establish a robust pension system that will deliver good benefits to its members, is sustainable and has a high
level of integrity. We are certain that with the dedication, commitment and vigilance of the excellent management team leading MPAO,
we will be able to reach our strategic goals and milestones.
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CEO’s Statement

Mohamed Hussain Maniku - Chief Executive Officer
I am pleased to update on the progress MPAO has made on its strategic objectives for the year ended 2013.
The year ended 2013 marked another continued year of good developments for MPAO in an operating environment that was challenging
in some areas.
With the implementation of Maldives Retirement Pension Scheme (MRPS) for both the public and private sector as stipulated in Pension
Act by 2012, MPAO’s focus in 2013 changed towards enhancing public confidence and trust in the established pension system through
good governance practices, high levels of innovation and continuous service improvement.
The most major achievement of the year was achieving the status of a financially independent institution at the end of the year. The
operations of MPAO will now be fully financed with the funds received as administrative fees for managing the Maldives Retirement
Pension Scheme (MRPS).
Numerous programmes were conducted throughout the year to increase stakeholder awareness on the pension schemes. This was
accomplished through targeted public awareness programmes that included public lectures, road shows, regular employer training
programmes, awareness sessions conducted at schools and colleges. To capture a wider audience, television, radio and printed media
were also used. In these efforts, MRPS members were encouraged to view their Retirement Savings Account (RSA), which not only
ensured employees accountability in fulfilling their obligations, but also made employers aware of their responsibility to collect and pay
pension contributions in a timely manner.
Necessary steps were undertaken to strengthen the enforcement function to ensure compliance to the Pension Act and relevant
regulations. Legal action was taken against a number of employers who have arrears of unpaid contributions with cases filed against
them in the Civil Court. Despite many challenges faced, a number of planned and ad-hoc inspections were also carried out throughout
the year.
In the investment front, MPAO continued to work closely with financial industry stakeholders to develop the appetite for pension fund
investment. In this regard, a seminar on “Asset Management and Custodian Services” was held which brought home interesting insights
about the business of global asset management and custodian services for the first time in the Maldives. In addition, the 2nd “Maldives
Finance Forum” was held to provide dialogue between the policy makers and financial industry players regarding the opportunities of
the pension fund and its relevance to the financial, social and economic development of the country. The most important outcome of
this year’s forum was the Memorandum of Understanding (MOU) signed between MPAO and some key institutions in the financial sector
to initiate the establishment of the Maldives Finance Museum. This museum would showcase the evolution of the Maldivian monetary
system throughout the different stages of its economic and social development. It will also serve as an avenue for financial education
which is central to the development of the financial sector of the Maldives.
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In the institutional development front, an Investment Compliance function was created to ensure good governance, identify investment
risks and ensure compliance with internal investment procedures and relevant legal requirements of regulatory bodies. In addition, work
has begun on an organization-wide risk management framework which will help identify and mitigate various types of risks faced by
MPAO.
Another highlight of the year would be the progress made in the implementation of Koshaaru (pension management system); a more
efficient pension disbursement mechanism was implemented with the help of the system, and continuous upgrades to the system and
business processes were implemented throughout the year.
Considerable progress was also made in engagement and participation of our key stakeholders, particularly Government and State
agencies, financial institutions, employers and clients. On behalf of MPAO, I thank them for their continued support throughout the year.
I also extend my gratitude to the contributions of the World Bank through the Pension and Social Protection Administration Project in
the success of this operation. A special thanks goes to the Chairman and Board for their continued guidance and for entrusting me to
continue leading MPAO.
In conclusion, the year 2013 represented major progress for MPAO through achievement of financial independence, introduction of
more efficient business processed, expansion of the membership base and strengthening of internal controls and risk management. At
the core of these achievements remains a dedicated and strong team; I thank their commitment and tremendous effort in accelerating
MPAO towards its strategic goals
Looking ahead, as we head towards our strategic vision, I believe that we will continue to improve and make significant contributions
towards ensuring social security and wellbeing of the Maldivian people and the growth of our economy.
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Report of the Board of Directors
The Board of Directors of the Maldives Pension Administration Office (MPAO) presents its Annual Report of the MPAO
and Pension Fund together with the Independent Auditor’s Report, Financial Statements and notes for the year ended
31st December 2013.
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MPAO at a Glance
About MPAO
MPAO is an independent legal entity, established on 13th May 2009 pursuant to the Maldives Pension Act (8/2009).
MPAO’s mandate, as set out in the Pension Act is as follows:
Administer Maldives Retirement Pension Scheme (MRPS),
Pay state funded Old age Basic Pension (BP)
Manage pension funds
Establish standards, rules and guidelines related to the schemes
Create public awareness and educate scheme participants

Profile of Pension Schemes
Under the Pension Act, MPAO administers two pension schemes, namely Maldives Retirement Pension Scheme (MRPS) and Old-age
Basic Pension Scheme (BP). The primary objective of MRPS is to ensure individuals save during employment to cater for their livelihood in
retirement and ultimately creating financial independence.
MRPS is a defined contributory pension scheme funded from contributions from both employees and employers. Presently, the Pension
Act mandates a contribution of 14% of the pensionable wage, comprising of a minimum of 7% each from the employee and the
employer. The Act however allows the employer to make the employee’s 7% contribution (or part thereof) on its own. The Act further
allows voluntary contributions from both employees and employers over and above the 7% floor rate. Contributions to the scheme stops
at the pensionable age of 65 and pensioner may start to drawdown on the pension plan at this age.
On the other hand, BP is designed to provide financial security for individuals who had no access to employment based income prior
to retirement age. BP scheme is a lifelong inflation indexed pension benefit, fully funded by the State Budget provided to all Maldivian
Citizens who have reached the age of 65, subject to meeting the eligibility criteria of the scheme
In addition to this, under an MOU with Ministry of Finance and Treasury MPAO was established as the central agency for the disbursement
of various state funded pensions effective from April 2011.
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Operational Review
Stakeholder Relations Review
Public Awareness and Educational Programs

Employer Trainings

For support in MRPS participation and ensure compliance to
Pension Act and regulations by employers, training sessions were
conducted both in Male’ and atolls. A total of 72 training sessions
were conducted and 177 persons were trained. Training materials
were also made available through MPAO website.

Road Shows

During the year 2013, numerous public awareness programs
were conducted both in Male’ and Atolls for employers and
employees to educate and increase their knowledge on MRPS.
As part of the campaign for 2013, 12 targeted information sessions
were conducted in Male’, which were attended by a total of 235
persons.
In addition MPAO also organized public lectures targeted to mass
audience. In Male’, 6 such lectures were conducted and were
attended by 1,273 persons. In the atolls, 9 such lectures were
conducted and were attended by 399 persons.

Road Shows were conducted in Male’ on 22nd August 2013 to
create awareness on pension schemes and usage of Retirement
Savings Accounts (RSA). These Road Shows were held at two
locations in Male’; in front of Maldives Inland Revenue Authority
(MIRA) and in front of State Trading Organisation (STO). In addition

Specific target group awareness sessions were also conducted

to providing information, leaflets on pension schemes were

in schools and colleges, where 24 such sessions were held at 22

distributed and registration service for viewing RSA details online

schools and colleges in Male’ and a total of 2,515 students and 223

was provided.

teachers participated. Moreover, about 2,000 MPAO corporate
calendars containing promotional messages on pension schemes
were also distributed to employers.
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Seminars

Media

As part of the efforts to educate the public on Pensions, MPAO
conducted a “Seminar on MRPS for Professionals” on 22nd
May 2013 at SHE Building. The aim of this seminar was to create
awareness among the accounting and auditing community
on the issue of compliance with Maldives Pension Act and
subsequent regulations. Around 20 accounting and auditing
professionals participated in this seminar.

Pension Art Contest & Exhibition

In 2013, general mass media tools such as print, radio and
television were used to educate and create awareness of the
pension schemes. As part of the long term awareness campaign,
two television advertisements and two radio advertisements
were aired and broadcasted respectively to the public which
contained promotional messages on pension and savings.
For mass audience communications, MPAO’s Public Relations staff
“Pension Art Contest 2013” – an art contest targeted at students
throughout the country was held from August to September 2013.
178 students from 10 schools submitted entries during this contest.
Following the art contest, the “Pension Art Exhibition” was held at

appeared on 21 television talk shows and participated in 6 radio
programs. The pension themes selected for these shows centered
on pension fund and investment related issues. In addition, MPAO
also conducted 4 media briefings sessions during the year.

the National Art Gallery from 28th to 29th October 2013. All the

Printed promotional materials used include posters and banners.

artworks submitted during the Pension Art Contest were displayed

In this regard, bill boards and posters with pension themes were

at the exhibition.

displayed at prominent locations in Male’ and at selected Island

Prize winning artworks from the contest were later used in
promotional materials such as the MPAO website, desk calendar
and other printed materials.

Councils. The themes focused to provide messages for employees
to be proactive in seeking their pension rights under the Pension
Act.
Throughout the year, 43 articles appeared on 4 daily newspapers
and online news websites about pension related matters.
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Events – Maldives Finance Forum 2013

Events – Seminar on Asset Management
and Custodian Services

Maldives Finance Forum 2013 was held on 13th May 2013 at
Kurumba Maldives Resort. This forum, the second of its kind since its

A Seminar on Asset Management and Custodian Services was

inauguration in 2012, was organised by MPAO in partnership with

held on 21st January 2013 at Traders Hotel, Male’. This seminar was

Bank of Maldives, Maldives Monetary Authority, Allied Insurance

held in collaboration with Bank of Maldives, Maldives Monetary

Company of the Maldives and Capital Market Development

Authority and Capital Market Development Authority.

Authority. The thematic focus of the forum was “Financial Literacy

Delivered by established international experts, the seminar

for Good Governance”.

brought home interesting insights about the business of global

The purpose of this event was to provide a nationally acclaimed

asset management and custodian services for the first time in the

platform to bring together industry experts, business leaders,

Maldives.

institutional managers and professionals of diverse experience to

Speakers at the seminar included;

deliberate and share views to bring to the fore financial market
development issues and its relevance to the pension and social
protection.
The event was attended by about 130 participants representing

•
•
•

Mr. Robert H. Singletary; Legal and Regulatory Consultant
Mr. Eraj Wimalasuriya; Country Manager of HSBC Maldives
Mr. Jeremy Gadbury; Investment Consultant

national and global experts from financial, political, academic
and social sectors.
The forum had a lineup of distinguished speakers and panelists
for interaction and information interchange among professionals.
Among the distinguished speakers and panelists were;

•

Dr. Annamaria Lusardi; Denit Trust Distinguished Scholar
and Professor of Economics and Accountancy at the
George Washington University School of Business.

•

Dr. Azeema Adam; Executive Director and head of the
Monetary Policy and Research Division of the Maldives
Monetary Authority.

•
•
•

Mr. Niyaz Ibrahim – Auditor General of the Maldives.
Mr. Ibrahim Athi Shukoor, Chairman of Dhiraagu PLC.
Dr. Simad Saeed, Managing Director or CDE Consulting
Pvt. Ltd.

•

Mr. Riluwan Shareef, Managing Director of Villa Air Pvt.
Ltd.

•

Mr. Kirthisri Rajatha Wijeweera, World Bank Country
Economist for the Republic of Maldives.
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Compliance and Enforcement
The Compliance and Enforcement business process addresses the need for taking measures to protect the rights of the employees and
ensure that employers are held accountable and made aware of their responsibilities.

i. On-site Inspections
An important part of compliance is carrying out on-site inspections
to validate that all employees are covered and employers
pay contributions correctly. MPAO select employers for onsite inspections based on three approaches; planned, ad hoc
and complaints-based. Planned inspections are carried out on
employers selected based on their compliant level of the previous
year. Ad hoc and complaint-based inspections are carried out in
response to informal and formal complaints received by MPAO
about employers. The summary of inspection visits for the year are
as follows.

2012

Public

Private

Total

Planned Inspections

12

6

18

Ad Hoc / Complaintbased Inspections

0

43

43

TOTAL:

61

ii. Legal action
As contributory pension scheme was new to Maldives, initially
employers were given the time and flexibility in regularizing
pension contributions as per Pension Act and Regulations. In
conformity with the procedure for taking action against noncompliant employers formulated in 2012, 10 cases were filed
with the Civil Court in 2013 against employers that failed to pay
outstanding pension contributions.

Legislative and Regulatory Developments
First introduced

Last amended

Regulations

Basic Pension Regulation

09 February 2010

1 July 2013

Ad Hoc / Complaint-based
Inspections

Regulation on Maldives Retirement Pension
Scheme

14 February 2010

1 June 2013

TOTAL:

Benefits Regulation

02 August 2010

1 June 2013
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Office Administration
MPAO’s management is responsible for daily operations and

that pension benefits are paid at retirement. The OCD ensures

administration functions under the leadership of Chief Executive

employers comply with the Pension Act by carrying out planned

Officer (CEO). The CEO is fully accountable to the Board and

and ad-hoc inspections and taking appropriate action against

ensures that the policies and strategies adopted by the Board

non-compliant employers.

are implemented.

the aspects of ICT hardware and software, security and data

The organizational structure of MPAO comprises of 4 divisions
and 11 departments. The divisions include Stakeholder Relations
Division, Operations Division, Corporate Affairs Division and Asset
Management Division. In July 2013, due to the increasing number
of investment activities, an Investment Compliance function was
established to ensure good governance, identify investment risks
and ensure compliance with internal investment procedures and
relevant legal requirements of regulatory bodies.

IT Department is responsible for

processing and storage.

Pension and Social Protection Administration
Project
The Pension and Social Protection Administration Project (PSPAP)
is funded by the World Bank. The objective of PSPAP is to support
the establishment of a new pension authority and strengthening
capacity in order to effectively implement a new pension

In addition, the World Bank funded Pension and Social Protection

system and to provide a platform for additional social protection

Administration Project’s administrative staff worked in the MPAO’s

programs.

office premises.

The components of the Project are policy and capacity building in
pensions and creating awareness, and developing a framework

Corporate Affairs Division

and supporting disability, health insurance, financing part of the

The administrative functions of MPAO reside with the Corporate

government recognition bond of pension accrued rights pay-outs

Affairs

and strengthening Public Accounting System

Division,

which

include

budget

administration,

procurement management, human resource management,
facility management, pension benefit disbursement, legal affairs
and Board secretariat.

Under the pension project in addition to local staff, it also
engages international consultants from time to time. In 2013, Mr.
Peter Ratcliffe (Business Process Expert) and Mr. Jeremy Gadbury
(Investment Expert) worked as consultants for the project on

Asset Management Division

assignments related to MPAO.

The mandate of the Asset Management Division includes
managing all investment related activities of the pension fund,
including daily fund valuation and unit price determination.

Training and Development

Additionally, this division also ensures proper record keeping,

MPAO continued to invest in training and development of staff to

reporting to regulators on MRPS and liaise with industry stakeholders

ensure that they have the essential skills and knowledge to carry

in relation to investments and fund management.

out their duties effectively. In this respect, 17 staffs participated
in 13 short training programmes conducted locally and 10 staffs
participated in 8 short training programmes conducted abroad.

Stakeholder Relations Division
The main functions of the Stakeholder Relations Division is to
conducting public awareness programmes, educating the
scheme participants on pension schemes and communicating

The participated programmes were in the areas of Information
Technology, customer service, finance and administrative skills.

delivery to scheme participants, employers and other relevant

Financing of Maldives Pension Administration
Office

stakeholders.

MPAO operations for the year 2013 were financed by

with the public. Other functions include facilitating service

administration fee levied on MRPS and Government budget

Operations Division

appropriations. The total income from MRPS administration fee

The Operations Division consists of Collection and Payout

was MVR 20,950,458, while a total of MVR 2,000,000 was received

Department

Department

as government appropriations and a further MVR 914,522 was

(OCD) and IT Department. The CPD is responsible for day to day

received as other income, resulting in an aggregate income of

pension scheme administration matters that include registration

MVR 23,865,010. The total expenditure for the year 2013 stood

of employers, enrollment of employees and collection of pension

at MVR 19,677,722. Over 69% of this expenditure was incurred

contributions from employers on behalf of employees and ensure

towards employee remunerations and custodian fees.

(CPD),

Operational

Compliance
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Investment review
Objectives
The Asset Management Division is responsible for the management of assets of the Maldives Retirement Pension Scheme (MRPS). The
Scheme’s primary objectives are to maximize the value of Pension Contributions to MRPS and maintaining the purchasing power of
member savings in real terms by investing in a range of asset classes currently available in the domestic capital markets. All the investment
decisions are governed by the Statement of Investment Principals (SOIP), formulated by MPAO Investment Committee in compliance
with the regulations of the Capital Market Development Authority and with independent professional advice.

Overall Performance
The MRPS consists of four portfolios; the Investment Portfolio, the Sharia Portfolio, the Conservative Portfolio, and the Recognition Bond
Portfolio. Recognition Bonds are issued by the Government of Maldives and accrues interest at a rate agreed between MPAO and
Ministry of Finance. As of 31 December 2013, the combined value of MRPS assets stood at MVR 5.31 billion representing a growth of 27
percent from MVR 4.2 billion on the same period for 2012. MRPS members increased from 91,999 in 2012 to 103,203 in 2013.
Below is a summary of assets held by the scheme in the last two years.

Source: MPAO
As can be seen from the above figure, investment diversification has improved during the year 2013 as new investments were made in
Bonds and Sukuk. The proportion of Treasury Bills has increased from 79.83 percent in 2012 to 83.38 percent in 2013, as portfolios shifted
towards Treasury Bills following the increase in interest rates in the past two years. As of 31 December, 2013 MRPS held a total of MVR 2.1
billion in Treasury Bills representing approximately 26 percent of the total Treasury Bills outstanding by the Government in the domestic
market. For the year 2013, MRPS accrued MVR 137 million in interest revenue for investments made in Treasury Bills.
As of 31 December 2013, total fixed deposits held increased to MVR 245 million from MVR 224 million in 2012. This represents 9.63 percent
of the total assets held in 2013. However, the growth of the scheme in other investments outpaced growth in fixed deposits representing
a decline of 3.87 percent for fixed deposits held as a percentage of total assets. For the year 2013, MRPS accrued MVR 7.02 million in
interest revenue for investments made in fixed deposits.
Equity investments as a percentage of the total portfolio has decreased by 3.92 percent as portfolio size increased during 2013 and new
share purchases were not made during the year. MRPS currently owns MVR 100 million in Dhiraagu shares and has received dividends of
MVR 10 million in 2012 and MVR 6.2 million in 2013.
Cash and cash equivalents held as a percentage of total assets have decreased by 0.77 percent indicating improvements in the cash
flow management of the fund. More funds are being transferred into fixed deposits and Treasury Bills on a weekly basis to minimize the
amount of funds kept as cash.
The decrease in Recognitions Bonds is as expected, and will eventually be phased out in 2058 with the start of payouts for last retiree of
the 20/40 pension system. As of 31 December 2013, recognition accounts for 52 percent of the total assets amounting to MVR 2.8 billion.
For the same period, MVR 169 million was accrued as interest income for these instruments.
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Portfolio returns
MRPS posted a positive investment performance for the fiscal year ended December 31, 2013 with net gains across all asset classes
invested. During the year 2013 the earnings of the three portfolios are as follows;

Source: MPAO

Portfolio returns
The Maldivian Economic growth slowed down to 3.7 percent (in real terms) in 2013, in spite of a forecasted GDP growth of 4.5 percent at
the beginning of the year as the combined growth from construction and manufacturing industry contracted by 14 percent. The biggest
contributors to this year’s GDP growth were the tourism sector and the transport and communications sector.

Source: MPAO calculations based on MMA monthly statistics
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Tourism industry, which provides 28 percent of gross domestic product (GDP) of the nation, grew by 5.5 percent with more tourists arriving
from China during the year, but failed to offset the decline in construction and manufacturing sector.
Growth in Transport and communications sector accounts for 19.6 percent of GDP and grew by 12.6 percent during 2013 powered by
growth in tourism sector with the opening of new resorts particularly in the north of the country and followed by new transport links from
the establishment of new regional airports. Fisheries and real estate services also experienced positive growth of 2.1 and 3.6 percent
during 2013.
Fiscal deficit of the government is largely financed by the issuing Treasury Bills and the deficit has averaged at 11.5 percent for the past 5
years. Interest rates for Treasury Bills of all maturities have doubled since 2011 causing a crowding out effect in the market as bank lending
towards private sector declined by 10% during 2012 and grew by only 1 percent during 2013 as banks increased holdings in Treasury Bills.
Moreover, low gross international reserves, sufficient to cover only 2.6 months of projected imports in late 2013, mean any exchange rate
shock is likely to challenge the stability of the currency.

Source: MPAO calculations based on MMA monthly statistics
Inflation moderated during 2013 to an average rate of 4.02 percent, up from an average rate of 11.09 percent during 2012 as food prices
in the domestic market came down during the year. The year ended with a December inflation rate of 3.07 percent.

The Equity Market
During 2013, a total of 943,492 shares worth MVR 2.8 million were traded in the Maldives Stock Exchange. The Stock Exchange Index fell
to 129.80 at year end from 151.11 at the beginning of the year. Below is a summary of stock market trading by company during the year:

Source: MPAO calculations based on data from MASIX

Amaana Takaful dominated trading with 68 percent of the total shares traded on the stock exchange. The low average price of share
for Amaana Takaful at MVR 2 helped share to be traded frequently throughout the year.
Dhiraagu, BML, MTCC and STO also experienced growth in shares traded compared to the previous year trades. Trading peaked during
August reaching an average index of 159.51 while reaching its lowest during April with an average of 128.68.
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Listed Company Performance
Based on the restated quarterly figures for 2013, MTCC’s earnings per share in 2013 have increased to MVR 136.06 from MVR 96 in 2012.
Profit for the year also increased by to MVR 36 million from MVR 26.1 million in 2012. The dividend yield for the latest quarter is 8.33 percent
based on the latest trading price for the quarter of MVR 180 and the 2012 dividend share of MVR 15 as no dividends have been paid
during 2013.
Dhiraagu experienced a fall in profit by 6 percent from MVR 633 million in 2012 to MVR 598 million in 2013. Earnings per share also declined
to MVR 7.90 compared to equivalent figure of MVR 8.35 in 2012. Number of shares traded increased to 3396 from 1195 in 2012 and the
share prices recorded a low of MVR 60 and high of MVR 95.
STO also experienced decline in earnings by 28 percent from MVR158 in 2012 to MVR 114 during 2013. Earnings per share stood at MVR
101.30 from MVR 140 in 2012 registering a decline of 28 percent. The number of shares traded improved to 520 during the year from 331
in 2012. Share prices recorded a high of MVR 510 and low of MVR 360.
Based on the revised quarterly figures for 2013, Bank of Maldives maintained strong its recovery position by increasing its net profit for
the year by 107 percent with a net profit figure of MVR 776 for the year compared with MVR 374 million for 2012. BML’s earning per share
stood at MVR 116.11 in 2013 compared to MVR 69.58 in 2012. The stock prices recorded a high of MVR 175 and low of MVR 100 and there
were 3369 shared traded during the year.

Money Market
Interest rates for Treasury Bills of all maturities have been increasing and have doubled since 2011, causing domestic investments to shift
towards Treasury Bill investments as it became the most profitable investment available on the market. MPAO increased its investments
in Treasury Bills and has been the non-bank majority investor in Treasury Bills, holding MVR 2.1 billion of the total MVR 8.2 billion outstanding
by the end of 2013. This represents 26 percent of the total outstanding Treasury Bills on the market by the end of 2013. MPAO is cognizant
of the exposure and continuously monitors the macroeconomic indicators and the public finances in order to take preemptive actions
that may be necessary to mitigate any outcome that may negatively affect the members. Yield of T-bills for all maturities were above 10
percent, with that of 365 days having a yield of 10.50 percent. MMA’s policy rate remained at 7 percent.
The local currency time deposit rates (2-3 years) increased to 4 percent compared to 3.8 percent in 2012. MPAO increased its investments
in fixed deposits to MVR 245 million from MVR 224 million in 2012.
The MPAO Board continued to engage with finance industry stakeholders and government to continue to push for the introduction of
equity and debt instruments so that the current concentration on the money market can be prudently diversified away into equities and
bonds, which historically have generated above inflation returns.

Risk Management
With the establishment of the institution and expansion of the membership base of MRPS, there are number of challenges and risks posed
in carrying out the operations. The MPAO Board places importance in the assessment of risks facing the institution and MRPS. Particularly,
it focuses on the value of mainstreaming risk management and internal control systems within its business process.
As part of the risk management initiative, the board expanded the terms of reference of the Board’s audit committee to oversee risk
management processes and controls. In addition, the formulation of an organization-wide risk management framework has begun in
2013 which will be vital in identifying and mitigating risks faced by MPAO in its investments and operations.
Risks are also identified in the course of the regular statutory audits, where the external audits carried out reviews the effectiveness of the
controls put in place in financial and operational areas.
MPAO also carried out special internal audits by engaging independent internal auditors to get an independent review of MPAO and
the internal control processes.
The audit findings in terms of internal controls and risk areas are reported to Audit and risk Management Committee, where the
recommendations are followed by management to strengthen the business processes.
Moreover, annual inspections carried out by the supervisory authority (CMDA) use a risk based approach and assist MPAO in overall risk
management and strengthening internal controls and procedures.
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The Board of Directors
Maldives Pension Act (8/2009) provides that the MPAO is an independent institution and is overseen by Board of Directors. The Board meets
regularly throughout the year to consider developments in terms of MPAO strategy and long term objectives and to review operational
and business performance. In particular, Board deals with matters reserved to the Board for decision-making, such as strategic planning,
policy making, investment approval and budget expenditure.

Governance
Approach to governance emanates from MPAO’s core values. Core values express and define the way MPAO shall conduct its business.
They show the culture MPAO strives to foster within the institution. In addition, the processes and structures adopted by the Board define
the division of responsibilities and allow the establishment of mechanisms for accountability.
In this regard, an important focus of MPAO work is to remain transparent within the restrictions of the Pension Act, by giving high priority
to publicize the information as per MPAO’s statutory requirements. This enables the scheme participants and other stakeholders to make
a fair assessment of MPAO performance. MPAO strictly adheres to the accounting standards and other procedures provided under the
regulatory bodies.
In the role of managing pension fund assets in accordance with the Pensions Act, investments are governed by the Statement of
Investment Principles which defines investments that are appropriate to meet the objectives of scheme. The governance of the fund is
further strengthened by third party supervision of Capital Market Development Authority (CMDA) and through the oversight responsibilities
of the custodian.
In addition to this, the Board has in place rules of procedures to govern the activities of the Board.
In accordance to the Pension Act, the current board structure comprises of eight members, representing both Public and Private Sector.
The composition of the Board is as follows.
Board member

Term

Board member

Term

Iyaz Waheed
(Chairperson)
General Manager
Statuary Compliance
Universal Enterprises

20th August 2009 to 19th
August 2011

Fathmath Sahudha
Assistant Director
National Social
Protection Agency
(NSPA)

Appointed on 26th January
2012

Fareeha Shareef
Managing Director
FJS Consulting Pvt. Ltd

20th August 2009 to 19th
August 2012

Mohamed Fizan
Partner
Shah, Hussain &
Co. Barristers and
Attorneys

Appointed on 20th August
2012 for 3 years term

Mariyam Visam
Director General
Capital Market
Development
Authority

20th August 2009 – 19th
August 2012

Ibrahim Ahmed Nasir
Consultant
United Nations
Children’s Fund

Appointed on 20th August
2012 for 3 years term

Mujuthaba Jaleel
Head of Internal
Audit Department
Maldives Ports Limited

Appointed on 20th August
2011 for 3 years term

Mohamed Inaz
Public Accounts
Executive
Ministry of Finance
and Treasury

Appointed on 3rd January
2012

Reappointed on 20th
August 2011 for 3 years term
Appointed as Chairperson
on 20th August 2012

Reappointed 20th August
2012 for 3 years term

Reappointed 20th August
2012 for 3 years term

Resigned on 27 December
2013
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Board Appointments

duties, since 2012, MPAO conducts a “New Board Member

The Board Members are appointed by the President of the

Induction Program” for new Board directors. The program includes

Republic of Maldives. The Chairperson and the four private sector

sessions on governance concepts and procedures, director’s roles

representatives are selected by the Selection Committee formed

and responsibilities, legal and compliance issues and regulators

jointly by the Civil Service Commission, Ministry of Finance and

roles. It also covers sessions on the details of the Board committees

Treasury, and the Ministry responsible for social security which

directors shall join and contribute.

currently is the Ministry of Health and Gender. All candidates

In addition, Board’s learning was also ensured through external

for Board membership are scrutinized by the Capital Market

exposure conferences and seminars and other necessary

Development Authority (CMDA) for regulatory compliance before

trainings. In this respect, 3 Board members participated in a short

the appointment among selected candidates. The term of each

training programme held locally and 3 members participated in 2

appointed Member is for three years. Members of the Board may

conferences and a short training held abroad.

be reappointed.

Board and Board committee meetings
attendance
During the year 2013, the Board met 13 times. The Board meeting
attendance is as follows:

Meetings
eligible to
attend

Meetings
attended

Iyaz Waheed

13

11

Mariyam Visam

13

11

Mujuthaba Jaleel

13

12

Fareeha Shareef

13

9

Mohamed Inaz

13

13

Fathmath Sahudha

13

10

Ibrahim Ahmed Nasir

13

13

Mohamed Fizan

13

13

Board Committees
The Board delegates specific responsibilities to Board committees,
notably, the Audit and Risk Management Committee and the
Investment Committee. Detailed reports of both the committees
are provided in the annual report.

Board Succession
The year 2013 marked one major change in the Board membership.
Mr. Mohamed Inaz, who represented Ministry of Finance and
Treasury in the Board, resigned on 27 December 2013 in order
to go abroad to pursue higher education. On behalf of all the
current and former Board Directors we would like to thank Mr. Inaz
for his contributions to MPAO.

Initiatives for Board effectiveness
In their oversight role, the Board is composed of diverse skillsets,
experience and qualification to implement the functions of the
Board.
In addition to this, to assist in performance of their governance
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Investment committee report
Introduction
Pursuant to section 9 of Maldives Pension Act, Investment Committee is responsible for the formulation of the Statement of Investment
Principles. In addition, the Investment Committee ensures that the MRPS assets are invested prudently and in the best interest of MRPS
members, with due regard to risk and liquidity of the investments.
Committee Composition
The Investment Committee comprise of three members, with a permanent membership of the Board member representing Ministry of
Finance and Treasury. The other members are Board members representing the Private Sector.

Responsibilities
The Investment Committee formulates the Statement of Investment Principles (SOIP), which include the investment objectives, investment
strategy and the governance process with regards to the investment regime of pension assets. The policies determined by the Investment
Committee are executed after endorsement of the Board of MPAO.
Further, the Investment Committee is also responsible provision of advice to the board on the appointment of asset managers, investment
advisors and custodians.
The SOIP defines, in broad terms, the manner in which the requirements of the Pension Act shall be fulfilled, instruments in which the
Pension Assets may be invested, the performance benchmarks that the MPAO board expects to achieve from the investment of the
Pension Assets, the major risks involved in investing the pension assets and strategies to manage these risks, the investment methods and
expected yields, procedures to be followed in relation to decisions on investments.

Meetings eligible to attend

Meetings attended

Fareeha Shareef

6

6

Mohamed Inaz*

6

4

Mohamed Fizan

6

6

*Resigned from the Board on 27 December 2013

Committee Activity Review
During the year, the Committee held important discussions on strengthening governance and setting a long term investment strategy
for MRPS.
The Investment Committee is grateful for the contributions made by Mr. Jeremy Gadbury, Investment Expert of MPAO.
At the beginning of the year, a paper outlining a series of operable parameters for MRPS was presented to the board based on the
guidelines set by CMDA and in the Pension Act. The paper recommended the board to amend the Strategic Asset Allocation (SAA) and
the Statement of Investment Principles (SOIP) to set clear exposure limits and to broaden asset definition by including bonds listed on
Maldives Stock exchange. The Committee made a decision to adopt the investment rules set for MRPS as Consolidated Investment Rules
and to bring the highlighted amendments to the Strategic Asset Allocation (SAA) and to the Statement of Investment Principles (SOIP).
In addition, a paper suggesting ways to strengthen pre-trade and post-trade compliance was also presented to the board. A decision
was made to adopt the suggestions and to amend the custodian agreement to facilitate these changes. A decision was also made
to hire a Compliance Manager and to develop a Risk Management Framework for MPAO and MPRS. Furthermore, it was decided to
work towards a timeframe for complying with the CFA Asset Manager Code and Code of Professional Conduct outlined in the Asset
Management guidelines set by CMDA.
Investment Committee also held discussions with CMDA to clarify its position as Pension Regulator regarding the issue of placing investments
with the Custodian bank and to expand investments beyond Government instruments and State Owned Enterprises (SOE’s) as a means
to diversify MRPS portfolios. A decision was made to obtain legal opinion on this matter and to meet with relevant government agencies
to discuss this issue further.
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Discussions were held regarding receiving contributions in foreign currency to accommodate employer requests to make this
arrangement. After taking into consideration the difficulties in currency unitization and issues in determining a suitable exchange rate for
currency conversion, it was decided to accept contributions and make payout payments in Maldivian Rufiyaa. However, the Committee
agreed to discuss the possibility of maintaining a separate foreign currency portfolio in the future.
A number of decisions were also made regarding the internal operation of MRPS. As a means of monitoring MRPS performance, the
investment committee recommended MPAO management to devise a MRPS index for all portfolios and to use the index for internal
benchmarking purposes. Regarding the MRPS management fee it was decided to extend the current practice of charging an
administration fee of 1% on the portfolios until the end of 2014 and to review the fee on an annual basis.
The committee also made a decision to establish MRPS Fund Management division within the MPAO organizational structure and to
appoint the CEO in charge of the division, having responsibilities for the day to day management of the MRPS assets and to delegate
any authority that may be deemed necessary. However, all major investment decisions must be referred to MPAO board for approval.
Regarding investments, deliberations were made on the HDFC Bond Issue. The structure of this Sukuk issuance is based on the “Shariah”
principle of “Mudaraba” (Money Management). The total issue comprised of 100,000 “Sukuk” with MVR 500.00 each with maturity of 10
years and pays 65% of gross profit (income before operating expenses) generated specifically from Shariah Investments. Based on the
due diligence analysis on the issue, the board decided to propose MPAO board to subscribe to 30000 Sukuk worth MVR 15 million.
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Audit and risk management committee report
Introduction
The Board of Maldives Pension Administration Office (MPAO) established Audit Committee on 14th July 2010 primarily for the purpose
of assisting the Board to oversee financial reporting and internal controls of Pension Schemes and MPAO. On 30th January 2012, the
responsibilities of the committee were broadened to include risk management function under its mandate and as such the committee’s
name was changed as “Audit and Risk Management Committee (ARMC)”.
During the year 2013, the executive management of MPAO reported to ARMC on issues related to audit and matters related to risk,
accounting and financial reporting.

Committee Composition
ARMC is comprised of four Board members. At the onset of 2013, members of the ARMC were Mujuthaba Jaleel (Chairperson), Ibrahim
Ahmed Nasir (member), Mohamed Inaz (member) and Fathmath Sahudha (member). However, as on 26th December 2013, Mohamed
Inaz resigned from the Board to go abroad for higher education; by the end of the year 2013 only 3 members remained in ARMC.

Responsibilities
ARMC is entrusted with the responsibility of overseeing functions in relation to external audit process both the conduct and outcome.
ARMC is also responsible for reporting the Board in relation to approving the terms of engagement and scope of work of external auditor.
Additionally, ARMC is required to oversee internal audit process, systems of internal control and risk management to ensure integrity of
financial reporting of MPAO.

Committee Meetings
During the fiscal year 2013 a total of 5 ARMC meetings were held.

Committee Attendance
Meetings eligible to attend

Meetings attended

Mujuthaba Jaleel

5

5

Fathmath Sahudha

5

5

Ibrahim Ahmed Nasir

5

5

Mohamed Inaz*

5

5

*Resigned from the Board on 27 December 2013

Committee Activity Review
In year 2013, ARMC held a total of 5 meetings and discussed issues related to external audit, internal audit and internal controls of MPAO.
With regard to external audit, ARMC reviewed the evaluations done by an evaluation panel comprising of senior management staff
members of MPAO to select an external auditor for the three years, 2012, 2013 and 2014. ARMC endorsed the evaluations done by panel
and recommended the audit firm KPMG for appointment by the Board. During the year 2013, ARMC also met with external auditor to
discuss issues related to draft audited financial accounts for the year ended 31st December 2012.
During 2013, with regard to internal audit, ARMC reviewed an internal audit report submitted by Ernst & Young after conducting systems
audit of MRPS in fulfillment of the World Bank funded Pension Project requirement.
ARMC also received updates on internal control responsibilities and reviewed policy papers and frameworks prepared on this matter. In
this regard, ARMC reviewed Unitization policy of Pension Fund, risk management framework for MPAO and MRPS. Other review activities
carried out by ARMC include reviewing MPAO’s operational budget expenditure statements for the year 2013.
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Outlook
Looking forward, 2014 will be a significant year for MPAO. The planned initiatives for development and strengthening of the institution will
start to take shape through a structured 5 year Strategic Plan. The main objectives of this Strategic Plan are as follows.

•
•
•
•
•
•
•
•

Educating stakeholders and interest groups on Maldives pension system.
Expanding the membership coverage of an inclusive MRPS.
Enhancing the ICT model to align with organizational needs.
Ensuring principles of good governance.
Ensuring innovation and continuous service improvement.
Ensuring an independent and strengthened investment management function.
Ensuring dedicated and productive human capital.
Ensuring an eco-conscious, productive and automated work place.
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Financial Statements

26

