SUSTAINABLE MANAGEMENT OF
PEATLAND ECOSYSTEM IN MALAYSIA

AUDITED PROJECT FINANCIAL
STATEMENTS

GEF Grant No. 2000000958
Period covered 1*! January 2022 to 31% December 2022

Prepared by National Project Management Office

The Audited project financial statements are documents owned by the Borrower/ Recipient.
The views expressed herein do not necessarily represent those International Fund for
Agricultural Development’s (“IFAD's”) Executive Board, Management or Staff. This
document is made publicly available in accordance with the "Conceptual Framework on
Financial Reporting and Auditing of [FAD-Financed Projects (2018)"



GEF Grant No. 2000000958

SUSTAINABLE MANAGEMENT OF PEATLAND ECOSYSTEM IN MALAYSIA

CONTENTS PAGES
INDEPENDENT AUDITORS’ REPORT 1-2
STATEMENT OF CASH RECEIPTS AND PAYMENTS 3
STATEMENT OF COMPARATIVE BUDGET AND ACTUAL AMOUNTS 4
REPORT OF THE PROJECT COORDINATION AND MANAGEMENT 5-14
NOTES TO THE FINANCIAL STATEMENTS 15-16
FIXED ASSETS SCHEDULE 17
WITHDRAWAL APPLICATION STATEMENT 18
SOURCES AND USES OF FUNDS STATEMENTS 19
DESIGNATED ACCOUNT STATEMENT 20
DESIGNATED ACCOUNT RECONCILIATION STATEMENT 21

OPERATING ACCOUNT STATEMENT AND
OPERATING ACCOUNT RECONCILIATION STATEMENT 22



SAEHIN

CHARTERED ACCOUNTARMTS

REPORT OF THE INDEPENDENT AUDITORS ON THE SUSTAINABLE MANAGEMENT OF PEATLAND
ECOSYSTEMS IN MALAYSIA

Opinion

We have audited accompanying financial statements of Sustainable Management of Peatland
Ecosystems in Malaysia (“SMPEM”) for the year ended 31 December 2022, which comprise: (i) a
statement of cash receipts and payments; (ii) a statement of comparative budget and actual amounts;
and (iii) a summary of significant accounting policies and other explanatory and supplementary
information.

In our opinion, the accompanying financial statements of SMPEM present fairly, in all material
respects, the cash receipts and payments of the SMPEM for the year ended 31 December 2022, in
accordance with the International Public Sector Accounting Standard (“IPSAS”) - Financial Reporting
under the Cash Basis of Accounting" standards.

Basis for opinion

We conducted our audit in accordance with approved standards on auditing in Malaysia and
International Standards on Auditing. Our responsibilities under those standards are further described
in the “Auditors’ responsibilities for the audit of the financial statements” section of our report. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Independence and other ethical responsibilities

We are independent of the SMPEM in accordance with the By-Laws (on Professional Ethics, Conduct
and Practice) of the Malaysian Institute of Accountants (“By-Laws”) and the International Ethics
Standards Board for Accountants’ International Code of Ethics for Professional Accountants (including
International Independence Standards) (“IESBA Code”), and we have fulfilled our other ethical
responsibilities in accordance with the By-Laws and the IESBA Code.

Managements’ responsibilities for the financial statements

The Management is responsible for the preparation and fair presentation of the financial statements
in accordance with IPSAS — Financial Reporting under the Cash Basis of Accounting and International
Fund for Agriculture Development (“IFAD”) Guidelines and for such internal control as the
management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditors’ responsibility

Our responsibility is to express an opinion on the financial statements based on our audit. We
conducted our audit in accordance with the International Standards on Auditing. Those standards
require that we comply- with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.
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Auditors’ responsibility (contd.)

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditors' judgement, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the
Management’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity's internal control. An audit also includes evaluating the
appropriateness of accounting policies used by management, as well as evaluating the overall
presentation of the financial statements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Other matters

of Peninsular Malaysia (FDPM), as a government agency under the Ministry of Natural Resources,
Environment and Climate Change in Malaysia and for no other purpose. We do not assume
responsibility to any other person for the content of this report.

Report on Other Legal Requirements

To comply with the term of the Financing Agreement, the management shall ensure that:

1. Supporting documents, records and accounts have been maintained to support claims for
reimbursement of expenditure incurred. Expenditures included in the withdrawal application
and reimbursed against are in line with the terms of the financing agreement;

2. The Designated account have been maintained in accordance with the provision of the

This report is made solely to National Project Management Office hosted by the Forestry Department
Financing Agreement and IFAD related guidelines; and

3. Procurement of goods and services is on compliance with procurement principles, IFAD
guidelines and applicable rules procedures.
I
I

Nothing has come to our attention which causes us to believe that, the Project management did not
comply with the above requirements for the year ended 31 December 2022.

i Koo

AF 1426 NO. 02417/04/2025 )
| Chartered Accountants Chartered Accountant

‘ Kuala Lumpur

17 November 2023
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SUSTAINABLE MANAGEMENT OF PEATLAND ECOSYSTEM IN MALAYSIA

STATEMENT OF CASH RECEIPTS AND PAYMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

Cash Receipts

Opening Balance b/f
Fund received during the year
Total Fund Received

Less: Payments

Consultancies

Goods, equipment and materials
Workshops, training and outreach
Works

Operating cost

Salaries and allowances

Total Expenditure

Balance as at 31 December

2022 2021

RM USD RM UsD
2,033,000 500,000 - =
3,045,000 700,000 2,033,000 500,000
5,078,000 1,200,000 2,033,000 500,000
178,595 43,924 - -
208,131 51.015 - -
25.184 6,194 - -
836,393 205,704 - -
1,248,304 306,837 - -
3,829,696 893,163 2,033,000 500,000
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SUSTAINABLE MANAGEMENT OF PEATLAND ECOSYSTEM IN MALAYSIA

STATEMENT OF COMPARATIVE BUDGET AND ACTUAL AMOUNTS
FOR THE YEAR ENDED 31 DECEMBER 2022

Current Period 2022

(USD) Percent (%)
Total Allocation Budget (USD) 9,433,027 12.72
Total Start-up Fund Received 1,200,000 o
Actual Fund Receipt 2022
MYR USD
Fund Received:
Opening Balance b/f 2,033,000 500,000
Fund Received in December 2022 3.045,000 700,000
Total Fund Received 5.078.000 1,200,000
The expenditure according to expenditure categories
Current Current Balance
period period Cumulative | available
Overall |expenditure |expenditure |expenditure | for future
budget 2022 2022 2022 period
Expenditure category USD USD USD USDh USD
1. Consultancies 3,229,000 - - - 3,229,000
2. Goods, equipment and 1,150,000 - 43,924 43,924 1,106,076
materials
3. Workshops, training 2,540,000 - 51,015 51,015 2,488,985
and outreach
4. Works 865,000 - - - 865,000
5.  Operating cost 741,000 - 6,194 6,194 734,806
6. Salaries and allowances 908,027 = 205,704 205,704 702,323
TOTAL 9,433,027 - 306,837 306,837 9,126,190
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SUSTAINABLE MANAGEMENT OF PEATLAND ECOSYSTEM IN MALAYSIA

REPORT OF THE PROJECT COORDINATION AND MANAGEMENT

1. NATIONAL COORDINATION

Overall project coordination will be undertaken by the project management team at
National Management Project Office (*"NPMO”) hosted by the Forest Department
Peninsular Malaysia (“FDPM™) and under the guidance of a National Peatland Working
Committee (“NPWC™) and National Peatland Steering Committee (“NPSC™).

2. NATIONAL PEATLAND STEERING COMMITTEE (“NPSC”)

The project will be overseen by a NPSC chaired by the Secretary General of “Kementerian
Tenaga Dan Sumber Asli” (“KeTSA™) of the Federal Government. Overall guidance and
advice will be provided through the NPSC with the support of NPWC.

The responsibilities of the NPSC will include: (i) to coordinate and monitor the
management and implementation of peatland activity in accordance to the National Action
Plan for Peatlands (“NAPP”); (ii) to approve work plan and budget of peatland projects at
both national and international levels; (iii) to review implementation progress report of
peatland projects; (iv) to encourage collaboration between various parties in implementing
peatland activities at both national and international levels; and (v) to regulate and
coordinate funding needs for the national/international level and financial management
including co-funding for projects related to peatland. The NPSC will also serve as the forum
for policy dialogue and for advocating best practices emanating from the community and
state levels. It is highlighted that the NPSC is not established specifically for the Sustainable
Management of Peatland Ecosystem in Malaysia (“SMPEM”) project, but has a broader
and long-term function to oversee peatland management issues in the country and guide the
development and implementation of the NAPP.

a) Staffing, Roles and Responsibilities

Biodiversity and Forestry Management (“Bahagian Pengurusan Biodiversiti dan
Perhutanan™) (“BPB”): One Project Administration and Technical Officer will be
placed at BPB in KeTSA to assist both KeTSA and FDPM at the ministerial level with
regards to the overall coordination and implementation of the Project as well as the
function of the BPB as the Secretariat for the NPSC.

Apart from the existing staff at Wetlands Forest Management Section, the daily
operation of the NPMO will be handled by four contract staff paid by the project — i.e.
a Project Manager, Project Finance Officer, Project Administration and Technical
Officer, Knowledge Management and Communication (“KM™) Specialist, and
supporting staff to coordinate all project components, finance and administration,
procurement, Monitoring and Evaluation (“M&E”) and KM activities.

In collaboration with the relevant implementing agencies, the project management
team at the NPMO will fine tune or prepare appropriate Terms of References (“TORs")
for staff positions to be assigned to the NPMO or the respective agencies and to be
funded by the Project. It would organise a fair and transparent selection process and
ensure [FAD concurrence for the candidates for the key positions.






