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Chairperson’s Statement

Annual

Review

Ms. Athifa Ali | Chairperson

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 2016.
The fiscal year 2016, during which MPAO
celebrated its 7th Anniversary, was yet again
another year of significant achievements
in implementing the Maldives Pension Act
(8/2009) and the relevant regulations. The
Board focused on achieving the vision and
implementing the strategic goals of MPAO, and
is pleased with the clear progress in reaching
these strategic goals. The Board also worked
closely with management to review and where
necessary strengthen corporate governance
administration and controls we have. I am
pleased to say that we have made significant
progress in all these areas. Our CEO, Mr
Mohamed Hussain Maniku will elaborate on
MPAO’s progress in his message.
I would like to take this opportunity to
acknowledge and express my appreciation
for continuous support provided by the
Government Ministries and agencies, state
institutions, financial institutions, employers
and other stakeholders in the implementation
and strengthening of the pension system in
the Maldives.

I thank my fellow Board Directors for their
advice, direction and valuable contributions in
guiding MPAO and management in achieving
its strategic goals and objectives.
On behalf of the Board of MPAO, I thank and
congratulate Mr Mohamed Hussain Maniku for
the continued success achieved by MPAO in
such a short period under his strong leadership
and guidance. I take this opportunity to thank
him, the management and staff of MPAO for
their strong commitment and dedication
towards MPAO.
Looking ahead for 2017, as we pursue the
vision and mission of MPAO, the Board would
like to assure the public 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. The Board remains confident
in its management team and committed to
working with all our stakeholders for the
unified purpose of providing a strong and
viable pension scheme for its current and
future members.
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CEO’s Statement

I am pleased to update on the progress MPAO
has made on its strategic objectives for the
year ended 2016.
The year 2016 marked another continued
year of good developments for MPAO in an
operating environment that was challenging
in some areas.
Major highlights of 2016 are as follows;
Mr. Mohamed Hussain Maniku
Chief Executive Officer

• Numerous programs were conducted
throughout the year to increase
stakeholder awareness on the pension
schemes. This was accomplished through
targeted public awareness programs that
included public lectures, road shows,
regular employer training programs,
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.

Further, as a benefit enhancement for
the MRPS members, Regulation on
Collateralization of RSA funds towards
housing schemes was published on
August 2016, after the ratification of the
third amendment of the Pension Act.
In order to operationalize this scheme,
MOU’s were signed with three leading
housing financiers.

• Necessary steps were also taken 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 contributions with cases filed
against them in the Civil Court. Number of
planned and ad-hoc inspections were also
carried out throughout the year.

- MOU signed between MPAO and MIB
for facilitation of collateralizing RSA
funds for housing schemes on Dec
2016

- MOU signed between MPAO and BML
for facilitation of collateralizing RSA
funds for housing schemes on August
2016
- MOU signed between MPAO and
HDFC for facilitation of collateralizing
RSA funds for housing schemes on
August 2016

Moreover, first amendment to Regulation
of Maldives Retirement Pension Scheme
was published.
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• A major accomplishment of the year was
MPAO’s decision to migrate the entire IT
infrastructure of MPAO to Google Cloud
Platform. This decision was taken in order
to stabilize and improve IT infrastructure,
connectivity and accessibility. This change
has resulted in major improvement in
providing services to the employers
in making pension contributions and
beneficiaries in accessing the member
services, web applications and mobile
application. This has also resulted in a
significant reduction in the cost for the IT
infrastructure. The Google Cloud Platform
also contributes to the disaster recovery
process as the backup of the systems are
maintained remotely across the World.
• Pension Fund has been focusing on ways
to broaden investment activities and
increase assurance in retirement. Thus,
considerable progress was also made in
engagement and participation of our key
stakeholders, particularly Government
and State agencies, financial institutions,
employers and clients.

development of Maldivian Finance Sector,
Maldives Finance Forum 2016 was held
with a thematic focus on Financial Sector
Modernization and Reform in May 2016.
• Further, in September 2016 Maldives
Institutional Investment Seminar 2016 was
held in collaboration with Privatization and
Corporatization Board (PCB), Ministry of
Finance and Treasury and Capital Market
Development Authority (CMDA).
• In conclusion, the year 2016 represented
major progress for MPAO through the
introduction of more efficient business
processes, expansion of the membership
base and strengthening of internal
controls. Further to enhance transparency
and visibility for the members and general
public, new website of MPAO was launched
in November 2016.
• On December 2016, MPAO moved its
operations to the new office building at
City Square.

• In this regard, in order to create a
platform to deliberate on issues for the

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 goal.
On behalf of MPAO, I thank them for their continued support throughout the year. A special thanks goes
to the Chairperson and Board for their continued guidance and for entrusting me to continue leading
MPAO.
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 2016.
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Our

Aspirations

Vision

Core Values

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

Professionalism:
Integrity, confidentiality and objectivity
Communication:

Mission
Manage Pension fund in the best interest of
the members through secure and diversified
investments.
We endeavor to:
•

Provide automated
services

customer

driven

•

Mainstream pension knowledge

•

Facilitate innovation in pension products
and services

Precise, concise, shared information and
clarity
Innovation:
Simplicity, cutting edge technology and
creativity
Work Ethics:
Team work, respect and learning culture
Accountability:
Responsibility, honesty, transparency and
risk consciousness
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All figures are as of 31 December 2016. All
monetary values are in MVR.

Financial and
Operational
Highlights for 2016

Participation of over 379 public sector employers in MRPS.

More than 1,330 employers have participated in MRPS
from the private sector.

Total number of employees contributing to MRPS is more
than 79,729

Number of beneficiaries of Basic Pension is over 16,321

Average monthly contribution to MRPS is MVR 78.10 million.

MRPS fund size (including Accrued Rights) is MVR 9.19
billion.

Average Retirement Pension disbursed per month is MVR
4.10 million.

Average Old Age Basic Pension disbursed per month is
36.01 million.

Average State-funded Other Pensions disbursed per month
is 22.07 million.

Average Senior Citizen Allowance disbursed per month is
44.46 million.
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MPAO at a Glance

About MPAO
Maldives Pension Administration Office (MPAO) came into existence, under the Maldives Pension Act
(Pension Act) ratified on 13th May 2009, as an independent legal entity.
The Pension Act mandates MPAO to carry out the following functions:
• Administer Maldives Retirement Pension Scheme (MRPS)
• Pay Old Age Basic Pension (BP)
• Manage Pension funds
• Establish standards, regulations and guidelines related to the schemes
• Create public awareness and educate scheme participants
In addition to this the third amendment to Pension Act during 2016 establishes a scheme to assist
financing homes through Collateralization of retirement savings.

Profile of Pension Schemes administered by MPAO
Under the Pension Act, MPAO administers three pension schemes, namely Maldives Retirement Pension
Scheme (MRPS), Old-age Basic Pension Scheme (BP) and collateralization of MRPS funds for housing
finance. In addition MPAO distributes other state funded pensions under and agency arrangement with
Ministry of Finance Treasury.
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Maldives Retirement Pension Scheme (MRPS)
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.

Old Age Basic Pension Scheme (BP)
Basic pension 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 Government provided to all Maldivian Citizens who have reached the age of 65, subject
to meeting the eligibility criteria of the scheme.
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Disbursement of State funded pensions
Under an MOU with the Ministry of Finance and Treasury, MPAO was assigned as the central agency to
disburse various State-funded pension effective from April 2011.
In February 2014, MPAO was assigned with the disbursement of Senior Citizen Allowance – a state
funded benefit provided to Maldivians above 65 years of age who do not receive monthly pension
benefits of MVR 5,000.

Collateralization of Retirement Saving
MPAO made the necessary legal arrangements for the members to collateralize the pension saving
towards the down payment of home mortgages in 2016. The scheme is administered in collaboration
with mortgage finance providers. Under this scheme, members will be able to utilize the accumulated
pension savings towards paying down payment for home mortgages.

Maldives Pension Administration Office | Annual Report 2016

| Page 12

Pension Reform
The pension system in place before the pension reform was a defined benefit scheme where the civil
servants are paid a service-period-linked pension. The Maldives Pension Act of 2009 marks a significant
point in the transition of the then existing pension system to a defined contribution scheme. Initiated
by Government, this change was the outcome of the report by the World Bank on the effectiveness of
safety nets and pension programs in the country with options for reform. The reform also established a
state funded demogrant (Basic Pension) for the elderly.
The transitional arrangements from the old pension system to the new pension system required some
public sector employees to receive recognition bonds as accrued pension rights for the past service to
the state that is redeemed at retirement.
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Operational Overview
Office Administration
MPAO’s management is responsible for daily
operations and administration functions under
the leadership of Chief Executive Officer (CEO).
The CEO is fully accountable to the Board
and ensures that the policies and strategies
adopted by the Board are implemented.
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 addition, an Investment Compliance and
Internal Audit function exists to oversee
investment compliance and internal audits,
and a CEO’s Bureau exists to provide executive
support to the CEO and secretariat support to
the Board.

to scheme participants, employers and other
relevant stakeholders.

Operations Division
The Operations Division is responsible for
day to day pension scheme administration
matters that include registration of employers,
enrollment of employees and collection of
pension contributions from employers on
behalf of employees and ensure that pension
benefits are paid at retirement. The Operations
Division also ensures employers comply with
the Pension Act by carrying out planned and
ad-hoc inspections and taking appropriate
action against non-compliant employers. The
Operations Division is responsible for the
aspects of ICT hardware and software, security
and data processing and storage.

Training and Development
Corporate Affairs Division
The administrative functions of MPAO reside
with the Corporate Affairs Division, which
include budget administration, procurement
management, human resource management,
facility management and pension benefit
disbursement.

Asset Management Division
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. Additionally, this division also
ensures proper record keeping, reporting to
regulators on MRPS and liaise with industry
stakeholders in relation to investments and
fund management.

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 with the public. Other
functions include facilitating service delivery

MPAO continued to invest in training and
development of staff to ensure that they have
the essential skills and knowledge to carry out
their duties effectively. In this respect, 10 staff
participated in 9 short training programmes
conducted abroad, 28 staff participated in two
in-house training programmes conducted at
MPAO, 4 staff participated in a trainings held
locally, and 7 staff took part in 3 workshops
and seminars held locally. The participated
programmes were in the areas of Information
Technology, customer service, finance, human
resources and administrative skills.

Financing of Maldives Pension
Administration Office
As per the Pension Law MPAO is financed
through the administrative fees levied on the
member balances. The Administrative fees
for the year 2016 was 0.9%. The total income
from MRPS administration fee was MVR
49,150,369.90 million.
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Stakeholder

Relations

Public Awareness and Educational Programs
During the year 2016, numerous public awareness programs were conducted both in Male’ and Atolls
for employers and employees to create awareness of MRPS.
Door to door visits were conducted throughout the year. A total of 120 employers in 14 islands were
visited. During the visits, registration of employers were facilitated, non-compliant employers were
identified and information on pension system was provided.
Information sessions 2016
Number of
Location

information
sessions

Number of
participants

Male’ – Presentation to the general public

3

303

Male’- visiting employers in the public and private sectors

24

953

Atolls – visited 4 atolls (public presentations) and SPC trainings:

23

1295

Resorts - conducted trainings and information sessions

2

41

Schools and Colleges

21

2575

Total

73

5167

An essay competition targeted at college students was held in June 2016. The objective of this
competition was to create an opportunity for tertiary level students to give their ideas about the benefits
of changing the pension system in Maldives, and to raise awareness about different pension schemes
run in Maldives.
As part of our stakeholder engagement and Corporate Social Responsibility activities, MPAO participated
at the following events:
1. International Day of Older Persons in the island of B. Thulhaadhoo
2. Tree planting event organized jointly by all the independent institutions of the State
3. Youth Challenge organized by the Ministry of Youth and Sports
Printed promotional materials in the form of posters and leaflets were distributed to promote pension
related messages.
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#

School Name

1

Thaajudheen School

2

Jamaaludheen School

3

Muhiyyudhin School

4

Hiriya School

5

Iskandar School

6

Ahmadhiyya International School

7

Dharumavantha School

8

Al Madhrasathul Arabiyathul Islaamiyya

Employer Trainings
Training sessions were conducted both in
Male’ and atolls to encourage employer
participation in MRPS and ensure compliance
to the Pension Act and regulations.
A total of 48 training sessions were conducted
and 111 persons were trained to upload the
monthly Statement of Pension Contributions
(SPC).
In order to enhance the trainings on SPC
related issues, video training materials have
been made available through MPAO website.

Inter school Pension Quiz
The first Inter-School Pension Quiz was
conducted from 22nd April to 5th May 2016.
Students from 8 schools in Male’ participated
in this quiz. This event was an effective tool to
provide required information for school age
students as well as the public.

Pension Photo Contest & Exhibition
“Pension Photo Contest 2016” – a photography
contest targeted at public was held in
October 2016. This is the third time that
this competition was held. As previous years
noteworthy photographs were received,
relevant to retirement and pensions.

Launching of MPAO’s New Website
MPAO’s website underwent a re-design
and was launched along with a new Dhivehi
version, on 2nd November 2016. The new
website includes new features such as pension
calculator for members to estimate savings for
their retirement. The content in the website is
now arranged in a more user friendly manner.
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Events – Maldives Finance Forum
2016

Events – Institutional Investment
Seminar 2016

Maldives Finance Forum 2016 was held on
11th May 2016 at Kurumba Maldives Resort.
The theme of 2016 forum focused on “Financial
Sector Modernization and Reform”.

The
Maldives
Institutional
Investment
Seminar 2016 was held on 25th September
2016 at Hotel Jen, Male’. This seminar was
organized in collaboration with Privatization
and Corporatization Board (PCB), Ministry
of Finance and Treasury and Capital Market
Development Authority (CMDA). Delivered
by established international experts, the
seminar provided interesting insights about
the business of institutional investment and
global asset management

This is the fifth year MPAO organized this
event in partnership with Maldives Monetary
Authority, Capital Market Development
Authority, Allied Insurance Company of the
Maldives, Housing Development Finance
Corporation, Maldives Islamic Bank, State Bank
of India, Habib Bank Limited and Maldives
Stock Exchange.
The event was attended by over 100
participants representing national and global
experts from financial, political, academic and
social sectors.
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Operations

IT infrastructure
MPAO achieved a major milestone during the year by moving the entire IT infrastructure to Google
Cloud platform. This not only significantly reduced the cost but also eased the staff accessibility to
information, increase in security, speed and performance. MPAO also established Facebook Workplace
as the main internal communication platform which enabled easier staff collaboration and reduced
email usage. This has been a very successful transformation for motivating staff and increasing efficiency
and accountability.
During the year RSA member portal was re-engineered which improved member experience in
accessing the RSA statement on the website and mobile application. As part of major developments
to Koshaaru, new features were introduced to cater for RSA collateralization, Overpayment Collections,
Billing Refunds and Payout Adjustments.
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Pension and claims
The pension and claims business process addresses the timely benefit disbursement and updating of
death registration to avoid non eligible payments. Timely information is passed to the members in the
form of notifications sent, 6 months prior to attaining the pensionable age.

During the year 2016, total payout disbursed as Basic Pension (BP) is 432.1 million, while Senior Citizen
Allowance (SCA) amounted to 533.4 million. The total disbursement for state allowances and other
pensions for the year is 264.8 million. An average of 16,605 beneficiaries are registered for both BP and
SCA, while an average of 7,281 members received monthly state pensions and allowances. Every month
an average of 916 members withdraw benefits under Maldives Retirement Pension Scheme.
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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 selects employers for on-site inspections
based on two 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.
Total

Planned Inspections

82

Ad hoc / Complaint-based Inspections

157

TOTAL:

239

ii. Legal Action
In conformity with the procedure for taking action against non-compliant employers, 11 cases were filed
with the Civil Court in 2016 against employers that failed to pay outstanding pension contributions, and
4 cases were re-submitted to enforce judgement.

iii. Legislative and Regulatory Developments
Laws and Regulations

First Introduced

Last Amended

13 May 2009

28 April 2016

1 August 2016

-

Regulation on Maldives Retirement Pension Scheme

14 February 2010

23 October 2016

Regulation on Maldives Retirement Pension Scheme

14 February 2010

Maldives Pension Act (Act no. 8/2009)
Regulation on Collateralization of Accumulated Savings
in the Pension Fund for Home Financing
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Internal Audit

and Risk Management

The risk management and auditing activities
continues to be an integral part of good
governance to support and assess the
effectiveness of internal controls across the
operation. This important oversight function
is supervised and overseen by Audit and
Risk Management Committee (Committee)
as delegated by MPAO Board. Under the
guidance of the Committee, the function
continued to evolve and improve during the
financial year ending 2016.
With over a year since internal audit function
set up, most of the work undertaken were
towards the development of the function.
Particularly, at the beginning of the review
period, efforts were taken to learn the key
business processes and prepare model work
programs for audits to be conducted in the
future. Additionally, steps were taken to
streamline the overall process, which included,
documentation of internal audit manual
and implementation of periodic reporting
of internal audit activities to the Committee.
Further, to meet resource requirements, an
auditor was recruited to the audit team by the
end of 2016.
In setting the program of internal audits for the
period, priority were those areas of business
where risk was rated highest. Specific reviews
undertaken include, audits related to pension
payments, investigations and contribution
collection process of the retirement pension
scheme. Apart from this, through an external
engagement, KPMG provided internal audit
services on a special assignment covering the
claims and pension processes and system
and fieldwork was completed by the end of
the year. Following completion of reviews, the
results of the audit work during the year were

reported with recommendations for remedial
action.
In keeping with best practices, Internal Audit
regularly monitors the status of management
action plans with respect to audit findings
in order to ensure completion of actions
identified. Ad hoc reviews of areas of concern
identified by management or the Audit
Committee are also carried out by the audit
department.
Another significant part of the function
is carrying out activities related to risk
management. Risk management activities
are governed through an organizational wide
risk management framework. It supports
the
identification,
measurement
and
management of risks. As part of enhancing
the risk management process, risk monitoring
and reporting procedure was implemented
which sets the roles and responsibilities of
risk reporting across the institution. During
the year, operational risks were identified in
the annual risk assessment, which were then
captured in a risk register. Subsequently, the
identified risks, with risk mitigation actions
were reported to Committee.
Risks are also identified in the course of the
regular statutory audits, where the external
audits carried out reviews of the effectiveness
of the controls put in place in financial
and operational areas. 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. The key areas assessed by
the inspection include investment risks,
operational risks, risk to member data and
public awareness and support areas.
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Investment
Performance

Contributions and Payouts (MVR, millions)

During the year, MRPS members contributed a total of MVR 937.24 million which represented 5%
increase from the previous year. The average contributions for the year was MVR 78.10 million per
month which represents an increase of MVR 3.8 million per month from the previous year. The total
pension payouts for the year was MVR 45 million representing an average pension payout of 3.7 million
per month. In terms of the contribution composition, private sector contributions represented 58 of the
total contributions to the scheme. By the end of the year, MRPS has more than 129,194 account holders
from 13,349 employers.
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MRPS Funds Performance
Fund Returns
Returns

Net Assets
MRPS Funds

(MVR,
millions)

2016

2015

2 Year

Since

5,689.41

6.1%

8.6%

7.3%

7.3%

66.14

4.4%

2.9%

3.6%

1.7%

259.54

5.2%

7.7%

6.4%

6.2%

6.5%

6.5%

6.5%

6.1%

Pre-retirement Funds
Investment
Sharia
Post-retirement Funds
Conservative
Sharia Conservative
Recognition Bond

2.5
3,175.07

MRPS funds were affected by the 2015 reduction of treasury bills and the subsequent fall in bank deposit
rates. Most treasury bills and bank deposits invested prior to 2015, matured during the year, and new
investments were made in the prevailing new rates during the year. This caused a fall in performance for
all the funds except Sharia Fund.
The investment fund made a return of 6.1%, compared to the 8.6% return for 2015, while the Sharia fund
improved returns to 4.4% from the 2.9% reported in 2015. The conservative fund which is a treasury
bill fund made a return of 5.2% from 7.7% return reported in 2015. The Sharia conservative fund,
commenced investments during the last-half of the year and hence performance will be reported during
2017. The recognition bonds which takes a fixed rate of return (highest FD rate during the previous year)
accrued a return of 6.5% during the year.
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Investment Activities and Composition of
MRPS Funds

Investment Fund

The default fund of MRPS is the Investment
Fund. Over the year, members of the fund
contributed MVR 925 million in pension
contributions which represents a 5% increase
in contributions from the previous period.
The fund also added MVR 298 million as
investment income, while a combined MVR
74 million in outflows were made as portfolio
change transfers, administration fee and
retirement and death benefits. By the end of
2016, the fund registered 8419 new members,
increasing total number of account holders to
124,023.
In terms of the composition of the fund, the
share of T-bills dropped significantly from
68% in 2015, to 49% by the end of 2016.

The holding of T-bonds increased from 21%
in 2015 to 42% during 2016, as efforts by
MPAO to lock in returns from short-term
instruments to long-term instruments resulted
in increasing subscription of Government
T-bonds offering better rates. The amount of
equity holding remained at MVR 225 million
which represented 5% of total assets in 2015,
but reduced to 4% in 2016 as the overall
fund size increased, without corresponding
increase in equity investments. Fixed deposits
represented 3.9% of the total fund’s assets
which also represents a reduction from
its 2015 holding of 6% as returns on fixed
deposits fell and MPAO rebalanced funds in
either bonds or treasury bills offering better
rates.
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Sharia Fund

Over the year, members of Sharia fund
contributed MVR 11.57 million in pension
contributions which represents a 17%
increase in contributions from the previous
period. The fund also added MVR 2.47 million
as investment income, while a combined
MVR 2.55 million in outflows were made as
administration fee and retirement and death
benefits. Members from the investment fund
who opted to change to Sharia fund resulted
in a net inflow of MVR 5.57 million during the

year. By the end of 2016, the fund registered
125 new members, increasing total number of
account holders to 1529.
In terms of fund composition, by the end
of 2016, investments in GIA instruments
increased to 76.5% from 69% from 2015, while
Sukuk holdings fell to 22.7% from 31% 2015 as
fund size increased without additional Sukuk
investments.
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Conservative Fund

Conservative fund is a payout fund where
entire balances from members retiring from
the investment fund are invested, as they
commence their monthly pension. During the
year, net inflows to the fund from investment
fund totaled 71.72 million, while the investment
income was MVR 13.18 million. Total outflows
from the fund was as monthly retirement
benefits reached MVR 50.43 million. By the end
of year, 567 members retired from investment

fund and were transferred to conservative
fund, with the total number of conservative
fund members reaching 3,632 members.
Since the beginning of the year, MPAO started
investing in only T-bills from the fund, as the
interest rates offered to fixed deposits came
down. By the end of year, almost all the funds
were invested in T-bills.
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Sharia Conservative Fund

The Sharia conservative fund invests funds
of members retiring from the Sharia Fund in
Sharia compliant assets available in Maldives.
Investments of the fund commenced in
the last-half of the year. Hence, investment
performance of the fund would be made
available, in 2017 when profits are realized
upon maturity of the investments. The fund
commenced with one approximately MVR
100,000 from inflows of its first batch of
retirees. The fund continued to receive bulk

interportfolio transfer payments totalling
MVR 2.68 million during the year from
additional retirees during the year. Nearly
all the funds have been invested in General
investment accounts on a profit-sharing basis.
The cash balances of the fund represents,
funds reserved for liquidity purposes such
as pension payments or for any unexpected
payments. By the end of the year, members
of the funds totalled to 10 members.
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Corporate Governance

The Board of

Directors

Ms. Athifa Ali | Chairperson

Fathimath Sara

Zumra Ahmed

Munthazim Ibrahim

Ali Shareef

Muznee Mohamed

Fathmath Muaza

Ali Faris Mohamed

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.
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Governance

bodies.

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 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 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

Board Member
Athifa Ali

Chairperson of the Board

Muznee Mohamed

Member representing the Securities
Market Regulator

Zumra Ahmed

Member representing Ministry of Finance
and Treasury

Fathimath Sara

Member representing the Social Security
Ministry

Munthazim Ibrahim

Member representing the Private sector

Ali Shareef

Member representing the Private sector

Fathmath Muaza

Member representing the Private sector

Ali Faris Mohamed

Member representing the Private sector

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 for the year
2016 was as follows.

Term Details
•

Appointed on 20th August 2009 for a 3 year term as the
Chairperson of the Board.

•

Reappointed as Chairperson on 20th August 2014, for a 3
year term.

•

Appointed on 20th February 2014, for a 3 year term.

•

Appointed on 20th February 2014, for a 3 year term.

•

Appointed on 29th January 2015, for a 3 year term.

•

Appointed on 31st August 2014 for a 3 year term.

•

Appointed on 04th February 2015 for a 3 year term.

•

Appointed on 12th October 2015 for a 3 year term.

•

Appointed on 22th November 2015 for a 3 year term.
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Board Appointments
The Board Members are appointed by the
President of Maldives as outlined in the
Maldives Pension Act. The Chairperson and
the four private sector representatives are
selected by the Selection Committee formed
jointly by the Civil Service Commission, Ministry
of Finance and Treasury, and the Ministry
responsible for social security which in the year

2016 was Ministry of Health. All candidates
for Board membership are scrutinized by
the Capital Market Development Authority
(CMDA) for regulatory compliance before the
appointment among selected candidates.
The term of each appointed Member is for
three years. Members of the Board may be
reappointed.

Board and Board committee meetings attendance
During the year 2016, the Board met 16 times. The Board meeting attendance was as follows:

Meetings eligible to attend

Meetings attended

Athifa Ali

16

16

Muznee Mohamed

16

15

Zumra Ahmed

16

15

Fathmath Sara

16

16

Munthazim Ibrahim

16

14

Ali Shareef

16

10

Fathmath Muaza

16

15

Ali Faris Mohamed

16

16

Board Committees

Board Succession

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

There was no change in the Board membership
during the year 2016.
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2016 Board Activity Review
The highlights of the Board discussions are as
follows:

established which includes the formulation
of CSR policy, document archiving policy and
a scholarship policy for MPAO staff members.
A review of the MPAO recruitment policy and
overtime policy was also conducted.

Benefit Enhancement:
To enhance the benefits to the Maldives
Retirement Pension Scheme (MRPS) members,
during the year Board deliberated on a
number of benefit enhancement schemes;
The highlight for the year was the establishment
of a Housing Collateralization Scheme to
secure home ownership. This scheme was
established by the 3rd amendment of the
Pension Act, and the subsequent publication
of a regulation detailing the operation of the
scheme. Under this scheme members of
MRPS will be able to pledge their retirement
saving account balances towards securing a
mortgage loan. Further, MOU’s were signed
with three leading housing financiers to
operationalize this scheme.
Further, progress has also been made on
introducing annuities for MRPS retirees. An EOI
was opened up during the year for licensed life
insurers to express their interest in providing
annuity products for MRPS members.

Strengthening governance:
During the year, the board initiated the review
and formulation of a number of internal
policies designed to improve accountability
and transparency of MPAO internal
procedures. As part of this process two policies
were discussed and implemented; (1) the
reporting procedure for MPAO’s Internal Audit
Department (2) internal fraud detection policy.
Further the board also deliberated on the
findings of the annual CMDA on-site inspection
and provided guidance on implementing the
recommendations of the report.
A number of new internal policies were also

Strengthening
Management:

MPAO

Investment

During the year, the board continued to provide
guidance on strengthening the investment
management and investment operations of
MPAO. As part of this, a unit pricing policy and
a valuation policy for MRPS funds was adopted
and a number of recommendations of the
Investment Committee to reduce the reliance
of single party exposure of MRPS assets was
implemented. Further, decisions were also
made to reduce over-reliance on short-term
securities and invest in longer term maturities.

Improving Operational Effectiveness of MPAO:
In line with the mission of MPAO to achieve
excellence in pension services, the board
has deliberated on streamlining the services
MPAO provides to the public. During the
year, the board made a landmark decision to
migrate the entire IT infrastructure of MPAO
which includes the core pension management
system, “Koshaaru” and internal IT services to a
cloud based system. This decision is expected
to reduce the costs of running the retirement
scheme significantly and in anticipation of this,
the Board also made a decision to reduce the
administration fee charged on MRPS members
from 0.9% to 0.8% effective from January 2017.

Further, the board also implemented a 5 year
strategic plan focusing to further automate
and streamline MPAO services. A decision
was also made to join the International Social
Security Association (ISSA), an international
social security organisation with more than

Maldives Pension Administration Office | Annual Report 2016

| Page 31

Further, the board also implemented a 5 year
strategic plan focusing to further automate
and streamline MPAO services. A decision
was also made to join the International Social
Security Association (ISSA), an international
social security organisation with more than
330 member organisations around the world
to collaborate and share knowledge in areas
of pension and social security.

Outreach Initiatives:
As an outreach initiative the Board deliberated
the appointment of Service Delivery Channels
in different parts of the country to facilitate
convenient service delivery to scheme
participants. Moreover, Board contributed in
delivering financial awareness to the Public
through diverse Forums.

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.
To assist in performance of their governance
duties, since 2012, MPAO conducts a “New
Board Member Induction Program” for new
Board directors. The program includes sessions
on governance concepts and procedures,
director’s roles and responsibilities, legal and
compliance issues and regulators roles. It also
covers sessions on the details of the Board
committees’ directors shall join and contribute.
Board’s learning was ensured through
external exposure conferences and seminars
and other necessary trainings. In this respect,
two Directors participated in the Investment
Fund Operations & Administration training
held from 25th to 27th January 2016 at Dubai.
One Director participated in the Modern
Corporate Governance training held from
14th to 17th March 2016 at Dubai. This
training was conducted with emphasizing
on corporate governance issues in financial
services, and concluded with an analysis of
current proposals for reform.

Furthermore, two Board Directors participated
in a 2-day workshop on Internal Control & Fraud
Awareness held from 18th to 19th April 2016
at Singapore. The workshop focused on the
importance of good controls both for business
reasons and for regulatory compliance with a
practical focus to enable good practice in the
workplace. Also, one Director attended the
Schroder’s Institute Seminar held from 13th to
17th June 2016 at London, UK.
On September 2016, One Board Director took
part in the Asian Official Institutions Seminar
held from 19th to 23rd September 2016
at Sydney, Australia. This seminar included
fundamentals of fixed income and equity
investing, and concentrated on the various
investment topics that will shape the global
landscape. The seminar was conducted
with emphasis on peer-to-peer interaction,
networking opportunities and with in-depth
discussions.
Moreover, one Board Director attended the
World Pension Summit held from 09th to 10th
November 2016 at The Hague, Netherlands.
With this year’s theme ‘Managing Rising Risks’
this summit addressed on key issues of the
changing pension landscape and met the
needs of senior professionals, actively involved
in the pension sector. Further, it included
insightful and educational presentations, case
studies and in-depth panel discussions that
provided members with the information they
need along with new insights and ideas to
improve and innovate pension systems.
On December 2016 one Board Director took
part in the Internal Audit training for Board
and Audit Committee that was held from
15th & 16th December 2016 at Singapore.
This program was designed to provide insight
into the roles and relationships amongst the
stakeholders involved in the governance, risk,
and control aspects of the organizations.
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Investment committee
Report

Investment Committee is the Board sub-committee responsible for formulating the investment principles
and policies for MRPS funds. It comprise of three members; two members from private sector and the
Board member from representing the Ministry of Finance.
The chairpersonship of the committee is a one year post, appointed on a rotating basis among the
investment committee members. The current committee Chairperson is Mr. Ali Shareef, and was
appointed to the post on 30th March 2016.

Attendance of Members
Name of Member

Meetings Eligible to Attend

No of Meetings Attended

Ali Shareef (Chairperson)

8

8

Zumra Ahmed

8

8

Fathmath Muaza

8

8

The annual SAA adopted proposes to escalate
the proportion of growth assets up to 75%
for Investment Fund and 60% of the Sharia
Fund in the medium term. This decision also
follows committee deliberation on the current
low interest rate for short-term assets in
local markets and the need to lock in MRPS
investment returns for the medium term.

Main decisions and discussions
Investment Strategy
MRPS adopted benchmark return targets for
its funds for the first time and reviewed the
Strategic Asset Allocation which favor growth
assets to achieve this target. The committee
agreed that a benchmark indexed to long
term financial instruments would be best
return targets to adopt, taking into account
practical issues in the current macroeconomic
environment and in local financial and capital
market.
The following return targets were adopted for
MRPS funds:

Fund

Benchmark

Investment Fund

8 Year GoM T-Bond Rate + 160 basis points

Sharia Fund

60 month GIA Rate + 160 basis points
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Diversification and Investment Expansion
The committee made a decision to continue
investing in the GoM T-Bonds for MRPS funds.
The committee approved 4 series amounting
to MVR 2.1 Billion, scheduled to take place
from May 2016 to May 2017. The bonds
have tenures ranging from 6 to 8 years and is
expected to form the majority asset class by
first quarter of 2017, significantly decreasing
the holdings of T-Bills.

The theme of the forum was “Medium to
long term financing through pension fund”
and presentations were made by MPAO and
participants on the opportunities available in a
number of key industries.

In order to expand investments, the
committee also made a decision to allow
Sukuk investments from MRPS investment
fund. Earlier, only the Sharia Fund was allowed
make Sukuk investments, and this new change
will allow, greater investments to be made the
developing local Sukuk markets. Further, the
committee also deliberated on a number of
equity and co-investment opportunities that
became available in the local market.
Further discussions were also held regarding
the
existing
investment
challenges,
particularly on the issue of the limited longterm investment opportunities available for
MRPS. The current investment regime, follows
the directions issued under the Article 16 of
Pension Act which dictates the particular asset
classes MPAO is allowed to invest. A decision
was made to seek, expert investment advisory
to holistically review the existing investment
mandate and the relevant laws to move
forward.

Awareness Initiatives
The committee also launched The Maldives
Institutional Investment Forum, an initiative
to present the funding opportunities for
local SOEs and large enterprises interested
in sourcing finance from the pension fund.

Maldives Pension Administration Office | Annual Report 2016

| Page 34

Audit And Risk Management
Committee Report
Introduction

Responsibilities

The Audit and Risk Management Committee
(the “Committee”) is delegated by Board with
the responsibility to provide an independent
review and supervision of financial reporting,
internal controls, risk and internal and external
audit of MPAO.

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

The purpose of this report is to provide an
overview of the membership, summary of
responsibilities and activities of the Committee
in respect of the year ended 31st December
2016.
During the year 2016, the executive
management of MPAO reported to Committee
on issues related to audit and matters related
to risk, accounting and financial reporting.

Composition and Support of the
Committee

Committee Meetings and Attendance
During the fiscal year 2016 a total of 6
Committee meetings were held. The table
shows the membership of the Committee
together with their attendance for 2016.

The Committee comprised of four members of
MPAO Board. The members of the committee
that served during the year were;

•

Mr. Ali Faris Mohamed (Chairperson)

•

Mr. Munthazim Ibrahim (Member)

•

Ms. Fathmath Sara (Member)

•

Ms. Zumra Ahmed (Member representing
the Investment Committee)

Meetings
eligible to
attend

Ali Faris
Mohamed

Munthazim
Ibrahim

Fathmath
Sara

Meetings were also attended by Chief
Executive Officer and representatives from
business functions as required.

Zumra
Ahmed

Meetings
attended

Duration

Appointed
6

6

on 23rd
Nov 2015
Appointed

6

6

on 23rd
Feb 2015
Appointed

6

6

on 23rd
Feb 2015
Appointed

6

6

on 05th
May 2014
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this end, the Committee reviewed report
on operational risks derived from annual
risk assessment, which highlighted the
high and medium risk priorities along with
risk mitigation action plans proposed by
management. In addition, the Committee
noted the regulatory authority’s (CMDA)
annual inspection findings and discussed
on the actions proposed by management
to address the issues raised.

2016 Committee Activity Review
The highlights of the Committee decisions and
activity reviews are as follows.
•

During the meeting held on 25th April
2016, the Committee appointed Mr. Ali
Faris as the Chairperson for one year
period, as Mr. Munthazim Ibrahim, who
previously filled the position completed
his term.

•

During the review period, the Committee
considered the auditor’s report and
audited financial statements for the year
ended 31st December 2015 by Ernst &
Young. After review and discussion, on
25th April 2016, Committee endorsed and
recommended it for Board approval.

•

For the reporting period, the Committee
reviewed its internal control responsibilities.
In this regard, the Committee considered
fraud response policy and recommended
to develop whistleblowing policy to ensure
appropriate responses are in place to deal
with potential incidences.

•

The committee was presented with
internal audit reports from the work
undertaken by the audit function in the
course of the review period. The reports
focused on pension disbursements, which
highlighted key findings according to risk
level classification framework which were
then discussed and where required, action
plans to address any matters raised were
agreed with management.

•

•

Following the review of internal audit
reports,
the
Committee
provided
necessary guidance to management on
the importance of timely implementation
of the audit recommendations. To
closely
monitor
progress
against
recommendations, it was decided to
discuss it on regular basis and as such,
Committee received progress reports
throughout the review period.

A number of improvements to the current
audit and risk management practices were
considered in 2016. Notably, Committee
endorsed the audit manual, internal audit
and risk reporting procedures. Other
proposals received include risk and audit
strengthening plans, and after review,
Committee advised ways to strengthen
and develop the function. Further, to
evaluate the effectiveness of the internal
audit, the Committee decided to provide
feedback on the performance review of
Head of Internal Audit.

•

During period under review, Committee
considered report of a special investigation
carried out by internal audit on pension
payments and recommended actions to
address the incident.

•

Apart from internal audit issues, Committee
also discussed risks faced by MPAO. To
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Remuneration and Nomination
Committee Report
Introduction

Committee Meetings

The Board of Maldives Pension Administration
Office (MPAO) established Remuneration
and Nomination Committee (RNC) on 2nd
December 2014, primarily for the purpose
of ensuring that competitive and fair
remuneration and benefits packages are
provided to MPAO staff and Board members.
In addition, it would also oversee the
nomination and appointment of executives to
top management level positions at MPAO.

During the year 2016, four meetings of the
RNC were held.

Committee composition
At the start of the year, the RNC was comprised
of two Board Directors Ms. Fathmath Muaza
and Mr. Munthazim Ibrahim, and the Chief
Executive Officer (CEO), Mr. Mohamed Hussain
Maniku.
From July 2016 onwards, as per the decision of
the MPAO Board, the composition of the RNC
was changed to three Board Directors and the
CEO. As such, Board Director Mr. Ali Shareef
was appointed to the RNC.

Committee Attendance

Meetings
eligible to
attend

Munthazim
Ibrahim

Fathmath
Muaza

Meetings
attended

Duration

From
4

4

02.12.2014
– present
From

4

4

23.11.2015
– present
From

Ali Shareef

2

2

24.07.2016
– present

Mohamed
Hussain
Maniku

From
4

4

02.12.2014
– present

Responsibilities
The RNC is entrusted with the responsibility
of ensuring that competitive and fair
remuneration and benefits packages are
provided to MPAO staff and Board members
by overseeing and reviewing the over-arching
objectives, principles and parameters relevant
to the remuneration and benefits structures
and policies of MPAO. It is also responsible
for overseeing and reviewing the policies
and processes relevant to nomination and
appointment of executives to top management
level positions.
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2016 Committee Activity Review
The highlights of the RNC decisions and activity
reviews are follows:
•

During the first meeting of RNC of the year,
held on 1st March 2016, the committee
appointed Ms. Fathmath Muaza as the
committee Chairperson. During this
meeting the committee also endorsed to
provide MVR 3,000 and additional gifts inkind to MPAO staff as Ramazan Allowance,
and endorsed to provide Retention
Allowance to 8 key staff nominated by the
management.

•

During the second meeting of the RNC
held on 22nd June 2016, the committee
endorsed two options to be proposed
to the Board regarding increasing of
MPAO Board Directors’ remuneration.
The committee also endorsed to increase
Board Secretary’s sitting fee.

•

During the third meeting of the RNC
held on 24th July 2016, the committee
endorsed to increase the Chief Executive
Officer’s remuneration.

•

During the fourth meeting of the RNC
held on 10th August 2016, the committee
endorsed the proposed changes to
MPAO’s organisation structure and the
staff remuneration structure.
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Outlook for 2017

Looking

forward

2017 will be another significant year for MPAO.
Significant progress has been made towards
introducing of two major schemes to enhance
MRPS member benefits and provide additional
social security. These schemes are:

1. Disability Insurance Scheme (DIS)
Under this scheme, employers would
pay a premium to MPAO will cover MRPS
members to against total and permanent
disability occurring while in employment. This
provides an additional safety-net to MRPS
members against unexpected losses arising
while in employment. It is hoped that once
fully implemented, this scheme will provide
compensation for loss of income and ensure
continued contribution towards pension for in
cases of total and permanent disability.

2. Introduction of Annuity Products
Retirees of MRPS currently receive their
pension as drawn-down payments, which
will seize once their respective RSA balances
exhaust. Significant progress has been made
towards introducing annuity products for
MRPS members through insurance companies
and it hoped that the required legislative
framework will be put in place during 2017.
Once introduced, this scheme will ensure
continued pension for life and provide option
for purchasing members to commute part of
their RSA balances at the time of retirement.

Maldives Pension Administration Office | Annual Report 2016

| Page 39

“Retire from
work, but not
from life”
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Financial

Reports
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