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Opinion

I have audited the accompanying Consolidated Annual Appropriation Accounts of the
Government of Malawi for the year ended 30" June, 2019 and notes. comprising a summary of
significant accounting policies and other explanatory information.

In my opinion, the Consolidated Annual Appropriation Accounts of the Government of Malawi
present fairly, in all material respects, the financial position of the Government of Malawi as at
30" June, 2019, and of its financial performance for the year then ended in accordance with
International Public Sector Accounting Standards (IPSAS) and the provisions of the Public
Finance Management Act.

Basis for Opinion

I conducted my audit in accordance with International Standards of Supreme Audit Institutions
(ISSAls). My responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of my report. I am independent
of the Malawi Government in accordance with the International Standards of Supreme Audit
Institutions 30- Code of ethics (ISSAI 30) as promulgated by the International Organisation of
Supreme Audit Institutions (INTOSAI), and | have fulfilled my other ethical responsibilities in
accordance with these requirements. I believe that the audit evidence I have obtained is sufficient
and appropriate to provide a basis for my opinion.



Emphasis of Matter
Without qualifying my opinion, I draw your attention to the following matters:

Areas that need to continue improving
Reconciliation of Government Account No. 1 and other accounts

(a) An amount of K25,050,250,804.00 relating to 2014/2015 appearing on the
reconciliation as a balancing figure still remains unresolved matter. A decision by the
Secretary to the Treasury must be made in 2019/2020 financial year so that matter is

concluded and settled.

(b) Differences in referencing and coding of payments between the Accountant General
and the Reserve Bank of Malawi continue to make the reconciliation process difficult
leading to significant differences between bank statement and cashbook figures.

Examples of such differences per account are as follows:

Government Account No. 1
* Payments in cashbook but not on the bank statement
K172,303,105,797.87; and

* Payments on bank statement but not in the cashbook
K253,041,749,099.06

Consolidated ORT Account
* Payments in cashbook but not on the bank statement
K19,973,571,087.78 and

* Payments on Bank Statements but not in the cashbook
K25,225,806,561.20

Consolidated Development (Part I1) Account

* Payments in cashbook but not on the bank statement
K11,598,346,141.61

* Payments on bank statement but not in cashbook
K11,070,551,530.07

These differences would be much smaller if there was harmony in referencing and coding of
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payments. A speedy process is needed to harmonize the coding and referencing of payment

systems between Accountant General and Reserve Bank of Malawi.

(¢) The Salaries Account has been reconciled up to 2016/2017 financial year. There is
need to increase the effort to ensure that the reconciliation is current. This has made
me to still rely on the Automated Transfer System(ATS) reconciliation which
accounts for over 60% of the Total Personal Emoluments Bill currently standing at

K378 billion.



Key Audit Matters

Key audit matters are those matters that, in my professional Judgment, were of most significance
in my audit of the Consolidated Annual Appropriation Accounts of the current period. These
matters were addressed in the context of my audit of the Consolidated Annual Appropriation
Accounts as a whole, and in forming my opinion thereon, and I do not provide a separate opinion
on these matters.

I have determined that there are no key audit matters to be communicated in my report.

The Secretary to the Treasury’s Responsibility for the Consolidated Annual Appropriation
Accounts

The Secretary to the Treasury is responsible for the preparation and fair presentation of the
Consolidated Annual Appropriation Accounts in accordance with International Public Sector
Accounting Standards (IPSAS) Financial Reporting under the Cash Basis of Accounting and
with provisions of the Public Finance Management Act (2003), and for such internal control as
he/she determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error. This responsibility includes designing,
implementing and maintaining internal controls relevant to the preparation of the Consolidated

Annual Appropriation Accounts that are free from material misstatements. whether due to fraud
or error.

Auditor’s Responsibilities for the Audit of the Consolidated Annual Appropriation
Accounts

My objectives are to obtain reasonable assurance about whether the Consolidated Annual
Appropriation Accounts as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes my opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with International
Standards of Supreme Audit Institutions (ISSAls) will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these Consolidated Annual Appropriation Accounts.

As part of an audit in accordance with ISSAls, I exercise professional judgment and maintain
professional scepticism throughout the audit. I also:

* Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.



The engagement auditor on thé audit resulting in this independent Auditor General’s report is:

Signature.

THOMAS K.B. MAKIWA
ACTING AUDITOR GENERAL
NATIONAL AUDIT OFFICE
LILONGWE

MALAWI

(c) Abandonment of construction works with a monetary  value
K1,263,478,836.39;

(d) Under Collection of Revenue amounting to K1,207,032,445.74;

(e) Stores not accounted for amounting to K762,260,739.61;

(f) Failure to maintain proper revenue records amounting to K610,879,500;

() Suspicious long standing pensioners amounting to K590,766.657.28:

(h) Misallocations of Public Funds amounting to K454,333,543.56; and

() Revenue Spent at Source amounting to K425,727.406.87
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