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EXECUTIVE SUMMARY

In accordance with Section 6 of the Public Auditt,Ac have, on behalf of the
National Assembly, examined and enquired into andited the accounts of Controlling
Officers and Receivers of Revenue and personsstattwvith the collection, receipt, custody
or disposal of public moneys or public stores. Ehalits have not been limited to the
accounts for the year ended™3une, 2011 but have, where necessary, been cedtinto
the subsequent year.

The Government budgetary operations registered nskpas in both revenue and
expenditure during the year under review. Totaénele collected increased by K23.5 billion
to K255.4 billion which compares favorably wik231.9 billion realized in 2009/10 financial
year. Total expenditures increased K84.4 billion from K196.5 billion in 2009/10 to
K231.0billion in 2010/11 financial year. Domestic reuwenremained relatively buoyant and
continued to maintain an upward trend. This wasnipgremised on the improved tax
collection and administration by the Malawi Revedughority.

The Recurrent Account registered K255.4 billionRevenue while the Recurrent
Expenditure was K231.0 billion resulting intodaficit of KO.817 million. Development
Account enjoyed resources amounting td1k6 billion which is K4 billion less when
compared toK45.6 billion for 2009/10 financial year. Total expendi charged to the
Development Account decreased by K4 billion whempared to K45.6 billion for 2009/10.
Government implemented sound fiscal and monetaticipe that have resulted in the
continued donor support during the period undeiexev

In the endeavor to improve financial management anxgenditure control,
Government implemented a number of public finanemagement reforms. During the year
under review, Government continued to implement ltitegrated Financial Management
Information System (IFMIS). The continued usel&MIS) and the full implementation of
the Public Finance Management Act, Public Audit Astd Public Procurement Act,
Ministries and Departments are experiencing imedopublic expenditure management and
control.



PART |

INTRODUCTION
Audit of Public Accounts

| am required under Section 184 (1) of the Guangin of the Republic of Malawi to
audit and report on the public accounts of the Guwent of Malawi and to exercise
such other powers in relation to the public acceustd accounts of other public
authorities and bodies as may be prescribed byarofAParliament, in so far as they
are compatible with the principle duties of my offi

Section 184 (2) requires me to submit report¢east once a year to the National
Assembly through the Minister responsible for FranAlthough Section 15 of the
Public Audit Act requires me to report to the NaabAssembly through the President
and the Speaker, the provision is inconsistent \lign Constitution, and since the
Constitution is a supreme law, this provision ismed to be invalid to the extent of the
inconsistency. Consultations with the Law Comnaisdiave been initiated to have the
inconsistency cleared. During the year an Insthdl Review of National Audit Office
was undertaken by the Department of Public SertMaeagement in the office of the
President and Cabinet. The review report which agwoved by the Government has
included a recommendation that | should be repgrithrectly to the National
Assembly.

The Public Audit Act provides, inter alia, fdret administration, control and audit of
the public finances of Malawi. In discharging thetuties, | am required in terms of
Section 6 (4) (d) to determine whether the procesland systems of internal control of
each ministry, department, agency and public author body do ensure that:-

* Revenue is properly assessed and collected;

* Expenditure is validly and correctly authorized,;

* Revenue, expenses, assets and liabilities are pyoeeorded and accounted
for;

* Financial and operating information is reliable;

» Assets are safeguarded against loss or destruction;

» Resources are employed and managed in an econefig@ctive and efficient
manner;

* There has been no waste or extravagance

* Outcomes or provisions produced are consistent thitise specified in any
Appropriation Act;

* Relevant government policies and legislation aiegpeomplied with;

* All expenditure is charged against the relevaricallion appropriated by the
National Assembly; and

» The accounts and records have been properly kept.



Section 6 (2) of the Act requires me to undextak audit programme to review and
approve the audited accounts of statutory bodiescamduct audits of any statutory
body that has not had its financial statementsteddiy a firm of private auditors, and
where | do not approve the audited financial statei

Section 6 (3) of the Act requires me to auditl @xamine transactions, books and
accounts and other financial records associatell aniy project, programme, and any
other activity receiving funding in whole or in p&mom public money, public resources
which in my opinion justifies further investigati®n

In fulfilling my duties, powers and responsitids lawfully conferred on me under
Section 7 (1), | am required and any person authdrby me to:-

(@) Have full access at all reasonable times talatluments, books and accounts,
public funds, public securities, government corigaand books and accounts
relating thereof and subject to audit, and to dag@where they are kept;

(b) Request any person to supply any informatioar@wer any questions relating to
documents, books and accounts, money, or operasabgct to audit and
examination by me.

(c) Give notice in writing, requiring any persoaving possession or control of any
documents, books and accounts subject to audieaachination by the Auditor
General to deliver all or any of them at a time ghace and to such person
specified in the notice;

(d) Inspect, measure or test any real or persomgleoty to which any Government
contract relates; and

(e) Enter any land, building, or place, other thandwelling house, where a
government contract is being performed that isextlfo audit and examination
by me.

Submission of Financial Statements

Section 83 (1) of the Public Finance Managenfeitrequires the Secretary to the
Treasury to prepare, sign and transmit to me tlaeBients of Accounts within a
period of four (4) months but not later than®'3dctober after the closure of each
financial year. The form and content of the finahstatements are as follows:-

(@) A Consolidated Operating Statement showingmegeand expenditure and the
surplus or deficit for the reporting period;

(b) A Statement of financial position showing tresets, liabilities and net financial
position as at balance sheet date of the repoptenigd;

(c) A statement of cash flows showing the casleipgs and cash payments during
the reporting period, and the cash balance adatdmsheet date of the reporting
period;



(d)

(€)

(f)

(9)

(h)

(i)

(k)

A statement of cash balance showing breakddwheobalances held by type of
holding;

A statement of Statutory Expenditure showintgitie of domestic debt servicing,
external debt servicing, statutory remuneration atlkder material items of
expenditure.

A statement of investments showing the naturgype of investment and current
and non-current investments;

A statement of borrowings showing total debd #me breakdown of current and
non-current debts; and for each debt showing themiog and closing balances
for the reporting period and the nature of the maoset during the period, the
impact of exchange rate movements, average intea¢st and loan balances
available for breakdown ( if applicable)

A statement of ex-gratia payments approved utie provisions of an Act;
budgets, actual performance and variations betaetral and budget;

A statement showing for each account in thesTr&und, balances at the
beginning and end of the reporting period, andnidi@ire of the movement in the
reporting period,;

A statement of accounting policies setting tha significant accounting policies
on which the financial statements are prepared;ahdr information specified
by the Secretary to the Treasury in Treasury lesitas as required to provide
more detailed information or explanations.

Controlling Officer's Responsibility

In terms of Section 10 of the Public Finance Btggment Act, it is the Controlling

Officer's responsibility to maintain proper finaatimanagement systems. This
involves keeping appropriate financial records, amdere applicable, following

generally accepted accounting principles. The aesibilities of management also
include ensuring that:-

(@)
(b)

(©)
(d)

(€)

(f)

Public funds are only used to the extent, amdHe purpose intended by the
National Assembly;

All necessary precautions are taken to safegtiar collection and custody of
public money;

All necessary precautions are taken to safelgoablic resources;

All expenditure is incurred with due regard ésonomy, efficiency and
effectiveness and the avoidance of waste;

There is no over-expenditure or over-commitim@nfunds and a review is
undertaken each month to ensure that there is oo suer-expenditure or
over-commitment; and

The collection of public moneys is according @approved plans and the
estimates.



10.

11.

Scope of Audit

The audit of public accounts is performed inoadance with International Standards

of Supreme Audit Institutions (ISSAIsThe audit is intended to provide an overall
assurance of the general accuracy and propriets@fernment’s financial and
accounting transactions. Although the audit is demted in accordance with
generally accepted auditing standards, practicesnagthods, it does not guarantee
absolute accuracy of the accounts or detectiorvefyeerror, financial irregularities
and fraud.

The Public Audit Act empowers me to use discrediod make tests in any particular
case. The extent of audit examinations varied d#ipgnon the strength of internal
control systems in operation and the nature ofsaations involved. Substantive tests
were made on selected areas of public accountsdier do form an opinion as to
whether or not public money is expended econonyicalhd in conformity with the
wishes of the National Assembly. The audits havehbeen limited to the accounts
for the year ended 30June, 2011, but have where necessary extendedttinto
subsequent year.

Audit Methodology

The core objective of the external audit fumttis to ensure accountability of public
funds. To discharge this responsibility my applotcaudit involves the following:-

* Planning the audits to obtain relevant informaiiothe most efficient manner
and to determine the audit procedures employed;

» Evaluation and testing of the accounting and irgkcontrol systems;

» Testing of controls to ensure that procedures hmen applied and that the
relevant laws and regulations have been compli¢d, wicluding the test for
validity, completeness and accuracy of the accoami

* Reporting the audit findings based on the audicg@dores performed and
evidence gathered.

Delays in Responding to Audit Reports

Section 14 (1) of the Public Audit Act requires an@olling Officer, Head of an
agency, statutory body or other affected persorespect of any matters that may
relate to an audit, to respond to the Auditor Geharnthin fourteen (14) days of
receiving the report.

Despite some progress in responding to audit gaieaed reports, a significant
number of Controlling Officers are unable to regpas required by the Public Audit
Act. The value of audit recommendations and proamd timely feedback from
management cannot be overemphasized.



On many occasions Controlling Officers have beenimded of their responsibilities
for the control and management of public funds wstéd to their care and their
ultimate accountability to the National Assembly.

Co-operation with Office of the AuditorGeneral, Norway

12.  During the period under review, the National Auditice's Institutional Cooperation
with the Office of the Auditor General of Norwayrtmued through the Institutional
Development Project Il financed by the Governmédrthe Kingdom of Norway. The
core objective of the Institutional CooperationjBcbis to build capacity of the NAO
for a better delivery of audit services.

Reporting Procedure

13. In the course of preparing this report, eachtfling Officer was sent an appropriate
draft paragraph for his/her comments and confiromatf the correctness of the facts
presented. Where comments were received in gaoe tind happened to be
materially satisfactory, the affected draft pargtsawere amended accordingly. In
cases where it was not possible for Controllingic@fs to provide comments in the
time available, the draft paragraphs formed pathisfreport without amendment.

This report is therefore submitted in accordancéh wihe requirements of Section
184(2) of the Constitution of the Republic of Malaamd in terms of Section 15 of the
Public Audit Act.

Certificate on the Accounts
14. | am required to express an opinion on theipwacounts based on my audit. My
audit opinion on the public accounts for the finahgear ended 30 June, 2011 is

unqualified and is presented separately in Volumef Ithe Consolidated Annual
Appropriation Accounts for the year ended'3@ine, 2011.

10



17.

15.

16.

PART I
BUDGET OUT-TURN FOR 2010/11

REVENUE

Total revenue collected during the period en@@dJune, 2011 was K255, 391.815
million reflecting an increase of K23, 449.299 mofi over the 2009/10 revenue
which was recorded #231, 942.51anillion. The main sources of revenue were Tax
revenue K176, 974.385 million, Non-tax revenue K&%.785 million and Dedicated
Grants K27, 591.724 million.

The revenue collection for 2010/11 was less thaer tevised amount of
K299, 836.118 million by K44, 444.303 million. Iha main, the under-collection was
attributed to dedicated grants and Non-Tax Revewmindch registered under-
collections of K42,842.376 million and K1,715.628lion, respectively. The trend of
revenue collection for the past four years is tatad as follows:

Year Provision Actual Collection Over/ (Under)-collection
K’'000 K’'000 K'000
2007/2008 105,893.000 126,987.721 21,094.721
2008/2009 203,131.400 194,107.524 (9,023.876)
2009/2010  240,919.510 231,942.516 (8,9181)
2010/2011  299,836.118 255,391.815 (44,4083

EXPENDITURE

During the year under review, total expendithiarged to the Consolidated Fund was
K231,010,603 million representing an increase ipeexiture of K34, 457.817
million when compared to the total expenditure 019&, 552.786 million for
2009/10. The overall picture of the voted expenditwas an over expenditure of
K0.817 million which compares unfavourably to apmus of K20, 464.152 million
for 2009/10.

CONSOLIDATED REVENUE ACCOUNT

The consolidated revenue account had improwathgl the financial year
under review since the cumulated deficit of K968.928 million as at 30
June, 2010 had decreased to K96, 978.944 Millioat&" June, 2011 which
was arrived at as follows:

MK’000
Balance as at' duly, 2010 96,978.128 DR
Add Revenue for the year 255,391.816 CR
Subtotal 158,413.688 CR
LessExpenditure for the year 231,010.603
: Transfer to Development Rart 24,382.029 DR
Cumulative Deficit as at 30June, 2011 96,948.9R

11



18.

The planned recurrent deficit before grants for ylear under review was K24,
773.271 million. The actual Revenue Account ouhsuas at 30 June, 2011 was a
deficit of KO.817 million.

The annual deficit could largely be attributed &ays of inflow s of donor budget
support.

Recurrent Budget Performance for the past foursymaas follows:-

2007/08 2008/09 2009/10 2010/11
K’000 K’000 K'000 K'000
Actual Revenue 133,921 194,107.524 231,942.516 ZB&15
Less: Actual Expenditure 119,542.665  189,558.933 196,552.786 231,010.603
Transfer to Dev part 1l 24,382.029
Surplus/(Deficit) 7,445.056 4,548.591 35,389.730 (.817)

Details of actual receipts and payments are adiedlin statements 3 and 4 of the
Appropriation Accounts.

CONSOLIDATED DEVELOPMENT ACCOUNT

The total expenditure charged to DevelopmertoAnt for the year ended B3Qune,
2011 amounted to K41,593.475 million reflecting ecretase of K3, 984.658 million
over the previous year’s expenditure of K45,578.4@8on.

A comparative analysis of expenditure out-turn i Development Account for the
past four years is as follows:

2007/08 2008/09 2009/10 2010/11
K'000 K‘000 K'000 K’000
Revised Estimates 63,523.424 57,857.238  713%61. 73,999.998
Actual Expenditure 39,981.9596,118.217 45,57/8.133 41,593.475
23,541.465 21,739.021 26,183.223 32,406.523

Twenty eight (28) votes recorded under expenditmfe&4, 804.946 million. The
largest unspent balances of K1, 845.798 million,58%.853 million and K559.295
million were recorded against Vote 420 - NationalaBs Authority, Vote 210 —
Water Development, and Vote 190 — Agriculture andd=Security respectively.

The unspent balances on the Development votes dwmaild reflection of projects
which were not implemented in full due to inadegueabunterpart funding, lack of
expertise, or delays in aid inflows.

The overall state of affairs of the Development dF@s at 38 June, 2011 was a
cumulativesurplus of K12,292.872 million, registering an increaseki,529.322
million from K9,763.550 million recorded at thecenf the 2009/10 financial year.
Details are as follows:

12
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K’000

Receipts during the year 22,7197 CR
Less: Payments AB.475 DR
Surplus/(Deficit) for the year 2,529.322 CR
Add: Opening balance 763,550 CR
Cumulative Surplus as at"30une 2011 12,292.872 CR

THE CONSOLIDATED ACCOUNT

FINANCING THE DEFICIT

The Budget Statement for 2010/11 financial yerarisaged a deficit of K9.9 billion
on the Revenue Account while the Development Budget expected to break-even
at K78 billion.

During the year under review, the Recurrent ReverArcount collected
K255,391.815 million while the Recurrent Expenditwvas 231,010.603 million and
K 24,382.029 Million was transferred to DevelopmAotount Part Il resulting into a
deficit of KO.817million.

The Development Account realized K44, 122.797 omllregistering an increase of
K595.577 million when compared to K43, 553.220 imillof 2009/10 financial year.

The combined net cumulative position of the Recurend Development Accounts
for the past four years is as follows:

Year ComlbiriBeficit)/Surplus
K'000
2007/08 - (42,740.182)
2008/09 - (105,603.817)
2009/10 - (72,239.001)
2010/11 - (84,686.073)

It is envisaged that full implementation of the elgtated Financial Management
Information System (IFMIS) coupled with strict colipce with the provisions of the
Public Finance and Management Act and Public Pemant Act will further
improve public financial management and controlMmistries, Departments and
other Government Agencies.

13
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PART IlI

MINISTRIES, DEPARTMENTS AND OTHER PUBLIC UTILITIES

AGRICULTURE, IRRIGATION AND WATER DEVELOPMENT

MINISTRY HEADQUARTERS

An audit inspection of financial and stores rdsdor Ministry of Agriculture, Irrigation and
Water Development was completed in December, 20Ithe audit review disclosed
weaknesses in financial controls which were comeated to you in my report dated"24
October, 2011. The report highlighted the follogvobservations:-

a)

b)

d)

Fuel not Recorded in the Fuel Register: K2,502,23%0

An examination of payment vouchers and fuel registe ORT and Development
Accounts for the period July 2009 to June 2010akadethat fuel purchases amounting to
K2,502,239.00 were not recorded in the fuel regssteThis is contrary to Treasury
Instructions which require that all purchases ofes items should be recorded before
issues are made for proper accountability.

Stores not Recorded in the Stores Ledger: K6,327,81

An examination of payment vouchers along with stdeglger for the period ending™30
June 2010 disclosed that stores items worth K663Z711 were not recorded in the
stores ledger contrary to Treasury Instructionsctwhiequire that all purchases of stores
should be recorded in the stores ledger beforénigghem to enhance accountability.

Payment of Allowances not Supported by Receipted Wechers: K3,287,330.00

An examination of payment vouchers for the perio8%22010 disclosed that payments in
respect of allowance for members of staff amountingK3,287,330.00 were not
supported by receipted vouchers as proof of paymdritis is contrary to the Public
Finance Management Act which stipulates that &Mances should be signed for by the
beneficiaries.

Payment of Allowances Without a Corresponding Sigriare of the Beneficiary:
K385,800.00

An examination of payment record disclosed thatespayments in respect of allowances
for members of staff amounting to K385,800.00 wawé supported by the signatures of
the beneficiaries as a way of acknowledging recefjtis is contrary to the provisions in

the Public Finance Management Act which statesatailowances should be signed for
by beneficiaries to afford independent checks.

Payment Vouchers not Presented for Audit K43,888,Z690

The Public Audit requires that the Auditor Genayrlofficers appointed by him should
have access to records and information for audjqses.

14
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22

It was observed that payment vouchers amountin{4®888,250.90 were not produced
for audit review. Consequently, the proprietytied expenditure could not be established

or determined.
FARM INPUT SUBSIDY PROGRAMME

an audit inspection of the financial recordsthed Farm Input Subsidy Programme in the
Ministry of Agriculture, Irrigation and Water Desgdment was completed in November,
2010. The audit disclosed some weaknesses indigarontrols which were communicated
to you in my report dated November 2010. The regduoghlighted the following

observations.
a) Missing of 397 Metric Tonnes of Fertilizer

An examination of distribution records for SFFRFpdt in Lilongwe to ADMARC unit
markets disclosed that monitoring of the distribntiof farm inputs was not effectively
done. It was observed that 7,940 50kgs bags tfifer (397 metric tonnes) valued at
K35,038,400.00 missed on the way as they were b@mgsferred from SFFRFM to
various ADMARC markets in Ntcheu and Lilongwe dids between October and
November, 2007. There was no evidence to showaib@iopriate action had been taken on
the matter.

b) Unsubstantiated Withdrawal of Farm Inputs from Admarc Markets by SFFRFM:
K205,134,870.00

An examination of farm input distribution recoras the period under review disclosed
that SFFRFM withdrew various types of fertilizetwed at K205,134,870.00 from
ADMARC markets in Nkhata Bay, Chitipa, Mzimba, Rumpnd Karonga districts to
unspecified destinations without any document thenticate the withdrawal.
Consequently, it was difficult to ascertain whetther farm inputs were legitimately
withdrawn and/or were subsequently accounted for.

BOREHORE FUND PROJECT

An audit inspection of the financial and storesords of Borehole Fund Project in the
Ministry of Agriculture, Irrigation and Water Desgdment was completed in October 2009.
The audit review disclosed some weaknesses indiaboontrol which were communicated
to you in my report dated June, 2011. The repgtilighted the following observations:-

a) Failure to Produce Payment Vouchers for Audit Revie: K3,989,314.93
An examination of payment vouchers and the cashbeosaled that payment vouchers
totaling K3,989,314.93 which were recorded in chebk were not presented for audit

inspection. Consequently the inspecting auditoesewunable to verify whether the
expenditure made was a proper charge to publicsfund

b) Fuel not Recorded in Fuel Register K7,463,050.00

15
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d)

f)

An examination of fuel records disclosed that fo@lipons amounting to K7,463,050.00
purchased in the financial year 2008/2009 wererecdrded in the fuel register contrary
to Treasury Instructions which require that alllfparchased should be recorded in the
ledger before issues are made, for proper accailitytab

Failure to Produce Receipted Vouchers : K10,098,0510

Treasury Instructions require all payments to hgpsued by signatures of the recipients
as a way of acknowledging receipt.

An examination of payment vouchers for 2008/09rftial year revealed that subsistence
allowances totaling K10,098,052.00 were paid betrdghwere no receipted vouchers to
substantiate the payments. It was therefore diffitor the inspecting auditors to
establish the accountability of the funds.

Payments Without Supporting Documents K27,087,9439

Treasury Instructions require that supporting doent® should be firmly attached to the
payment vouchers before any payment is made todaffidependent checks.

It was noted that between July, 2008 and March92@@nagement approved payments
amounting to K27,087,941.39 on payment voucherghvhad no supporting documents.

This made it difficult for the auditors to estahliwhether the expenditures incurred were
accurate and proper charges to public funds.

Payments of Other Recurrent Transactions (ORT) Usig Borehole Funds :
K11,740,312.38

Treasury Instructions state that once public fuads approved by Parliament for a
specific vote or head, Controlling Officers are atlbwed to divert the funds to other
areas of expenditure without Treasury approvalratitication by Parliament.

An examination of payment vouchers revealed thatisuamounting to K11,740,312.38
were used on Other Recurrent Transactions (ORRowttTreasury approval. There was
no evidence to show that the funds were recovewed ORT and deposited into the fund.

Use of Project Funds for the Unrelated Activities K7,084,812.54

An examination of payment transactions dsetbthat funds amounting to
K7,084,812.54 were spent on project actisihet related to Borehole Treasury Fund.
There was no prior authority from Treasumg @vidence to show that the money was
credited back to the Treasury Fund.

SMALL FARMS IRRIGATION PROJECT (BADEA)

An audit inspection of the financial statemesftSmall Farms Irrigation Project funded by
Arab Bank for Economic Development in Africa (BADEAvas completed in December
2010. The audit review disclosed some weaknessefinancial control which were

16
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communicated to you in my report dated Decembefd,020'he report highlighted the
following observation;

Failure to Recover Hire Charges From a Contractor: K24,953,162.38

An examination of payment transactions disclosed tie project hired plant and equipment
on behalf of Deans Engineering Company (DECO),rdractor at a cost of K24,953,162.38
on understanding that the contractor would refdnednhoney to the project after receiving the
contact amount. It was however noted that thereotur did not refund the money after he
was directly paid by the donor. As at the datewadit the amount was still outstanding as
shown below:-

Description No. of days Rate per day Amount (MK)
Bulldozer D6 186 60,000.00 11,160,000.00
Wheel Loader 238 50,000.00 11,900,000.00
Foot Roller 76 24,910.03 1,893,162.28
24,953,162.28

LILONGWE AGRICULTURE DEVELOPMENT DIVISION

An audit of financial and stores records of tilengwe Agriculture Development Division
was completed in January 2010. The audit disclesede weaknesses in financial control
which were communicated to you in my report dataauadry, 2010. The report highlighted
the following observations:-

a) Cash Drawn but not Accounted for: K16,111,720.00

It is a Treasury requirement that where a chequdrasin to pay several officers, each

payee (officer) must sign on payment voucher agdms or her name for the cash

received to support the expenditure. It is furtteguired that acquitted receipted payment
vouchers should be returned to the cash officerdoord and audit purposes within ten
days after the close of the activity.

An examination of payment vouchers for subsistealt@vance for the financial year
under review disclosed that cash amounting to K16,720.00 was drawn to pay several
officers but receipted payment vouchers were nalevavailable to the audit team for
inspection. It was therefore, difficult for thediwrs to ascertain the accountability of the
funds drawn

b) Revenue not Accounted for: K923,761.09

The guidelines for Trust Fund require managememnsure that all revenue collected is
wholly spent on the activities of the fund and riben. They further require that all the
funds collected should be properly spent and adedurmor to ensure that the fund

continues as a going concern. The purpose of thst Fund is to collect revenue from
rented buildings and the revenue collected is useidhprove the services of Lilongwe

Agriculture Development Division as well as for timaintenance of the buildings.

17



An examination of general receipts, payment vouchand cashbooks disclosed that
revenue amounting to K4,602,064.61 was collectethfthe fund in the year ending"30
June, 2009 but only K3,678,303.52 was utilized.er€hwas no record to show how the
balance of K923,761.09 was used making it diffidal the audit team to ascertain its
accountability. For details see below:-

Total revenue collected (Gr. Hs 290308 to 290348) =K4,602,064.61
Total expenditure as per cashbook and paymentwsuc =K3,678,303.52
Cash Book balance =K0,000,000.00

LUNYANGWA RESEARCH STATION

An audit inspection of the financial and storesords of Lunyangwa Research Station was
completed on ¥ November 2010. The audit review disclosed wealesess financial
control which were communicated to you in my repdated August, 2011. The report
highlighted the following observations;

a) Unclaimed Salaries Not Accounted For: K 317,099.21

Treasury instructions stipulate that salaries reot jo the beneficiaries for a period two
weeks should be brought on charge and a genemibtatumber should be endorsed on
the salaries voucher.

The audit tests revealed that unclaimed salariesuating K 317,099.2ere not signed
for by the beneficiaries. There was however no ggmeceipts to show that salaries were
brought on charge. It was therefore difficult tdaddish how the salaries were accounted
for.

b) Salaries paid to people not on staff return: K 19628.80

Lunyangwa Research Station paid salaries amouttiri®6,628.80 to people that were

appearing on the payroll alone but not on the s#dtirn. Further examination of salaries

records revealed that some of the employees wiergedl to have been transferred to other
duty stations, whilst some were on an unpaid lemathe rest were indicated from other
duty stations. Consequently, it was difficult te@gain the propriety of the expenditure.

c) Fuel not accounted for: MK1,765,549.00

Treasury Instructions require that the officer hage of the motor vehicle or any self-
propelled machines must ensure that full detailsfugl such as petrol, diesel and
lubricants are entered in the motor vehicle or mot@le Logbooks. It further stipulates
that consumable stores, which include fuel, shdaddaccounted for by recording in a
consumable stores Ledger (fuel register).

An examination of payment vouchers, motor vehiadg Books and other related records
disclosed that fuel worth K 1,765,549.0tat waspurchased by the institution was not
recorded in the log books. As a result, it was pudsible to ascertain how the fuel was
disposed off.
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d) Stores not recorded in stores ledger: K1, 283,74B6

Treasury Instructions stipulate that items purctiasest be recorded in the stores ledger
to enhance accountability.

An examination of stores ledgers disclosed thatstdems purchased between July 2009
and June 2010, amounting to K 1,283,747.69 wererextrded in the stores ledger.
Consequently, the audit team could not ascertaim #tcountability.

LOCAL GOVERNMENT AND RURAL DEVELOPMENT
BLANTYRE CITY COUNCIL

An investigative audit inspection of the finacand stores records of Blantyre City
Assembly was completed on"1@ugust, 2010. The audit review disclosed weake®as
financial control which were communicated to younig report dated f5November, 2010.
The report highlighted the following observations:

a) Failure to Account for Unclaimed Wages : K1,17390.54

Treasury Instructions require that all unclaimedyasshould be brought on charge and
related general receipt numbers endorsed on theolpaggainst the names of the
employees who did not collect their wages.

An examination of signature lists and the payroll temporary employees disclosed that
unclaimed wages amounting to K1,173,190.54 forpmeod July 2008 to April 2010 were
not accounted for. No general receipts were erdoattsereon to show that the wages were
brought on charge. Consequently it was difficoit the inspecting auditors to establish
how the unclaimed wages were accounted for in aesehany record.

b) Excess Payments of Wages to Temporary Employeesk3,311,914.13

An examination of payroll for temporary employe@miast cheques raised each month
disclosed that the Council incurred an excess payrot K3,311,914.13 in respect of

wages between October 2008 and January 2010. slnatzd that the monthly total paid

did not tally with the monthly payroll as the exegsayments were not supported by
documentation to substantiate the expenditure. imbBpecting auditors were therefore
unable to ascertain the propriety of the excessmdifure.

c) Irregular Payments of Wages : K764,395.41
A review of the payment cash book disclosed somegudar payments of wages
amounting to K764,394.41. Efforts to verify thetalls of payments proved futile as the
payment vouchers in question were not produced résiew. Consequently, the
authenticity of the payments could not be verifi@klow are the details:-

DATE CHEQUE NO. AMOUNT (MK) DETAILS PAYEE
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05/02/10 8557 381,131.41 Wages for parks & Eegling  C. Mtipende

09/02/10 8559 91,700.00 Wages for parks &imggying  C. Mtipende
08/12/09 8491 146,700.00 December Wages iPehtte
26/01/10 8546 144.864.00 January \wages C. Mtipende

764.395.41

d) Payment for Stationery not Delivered : K740,6732

An examination of payment vouchers, delivery naesl goods received notes for the
period between March 2008 and May 2009 revealed #tationery items worth
K740, 673.12 duly paid for were not delivered bpgiers. It was observed that there was
no proper coordination between the purchasing deyest and the stores section. In this
regard, details of purchases were not communidatele stores section until the time of
delivery and the stores clerk was receiving themmgdrom suppliers without knowing the
quantities which were paid for resulting in undepglies.

e) Payment Without Supporting Documents: K1,874,871.70

Treasury Instructions require that all payment Vs must be fully supported by original
invoices, and cash receipts which should be firatigched to the vouchers.

An examination of payment transactions disclosed tletween August 2008 and February
2010 payment vouchers amounting to K1, 874,871.éBewwassed for payment without
supporting documents. Consequently, the propridtythe expenditure could not be

ascertained.

THYOLO DISTRICT EDUCATION MANAGERS OFFICE

An audit of the financial and stores recordsI'byolo District Education Manager’s Office
was completed on #90ctober 2010. The audit disclosed weaknessemamdial control
which were communicated to you in my report datdl Way, 2011. The report highlighted
the following observations;

a) Failure to Record Stores Items in the Ledger:K1,98416.98

Treasury Instructions require all receipts andeassaf stores items to be recorded in the
stores ledger to enhance accountability.

An examination of stores records disclosed thamstealued at K1,984,716.98 purchased
between November, 2009 and May 2010 were not redardthe stores ledger. As a result
it was difficult to establish the disposal of therss items.

b) Lack of Documentation to Support Payment of Subsisince Allowance: K251,300

Treasury Instructions require payment vouchersetadmplete in themselves by ensuring
that documents are firmly attached to the paymentkers to support the expenditure.

An examination of payment vouchers for the perietween July 2009 and June 2010
revealed that subsistence allowance and transgloiids amounting to K251,300.00 were
paid without documentation. Consequently, the pedyp of the expenditure could not be
ascertained.
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c) Irregular Payment of Subsistence Allowances: K56200.00

A review of payment vouchers and authority to ledwty station forms for the period
between July 2009 and June 2010 revealed thatstebse allowances amounting to
K562,000.00 were paid to some officers. Howeverdghwvere no evidence to show that
the officers spent nights away from their dutyistz.

d) Payment of Subsistence Allowances not Supported byayees’ Signatures
K387,900.00

Treasury Instructions require that all payments tninessigned for by the payees and that
the related records should be attached to the paynwmichers to afford independence
checks.

An examination of payment vouchers for the periethieen July 2009 and June 2010
disclosed that subsistence allowances amounti#@83,900.00 were paid without being
signed for by the recipients. It was therefordiclilt to establish whether the recipients
received the monies or not

BALAKA DISTRICT EDUCATION MANAGERS OFFICE

An audit inspection of the financial and stam=ords of Balaka District Education Office
was completed on 8August, 2010. The audit disclosed weaknesseifitancial control
which were communicated to you in my report datéi Rovember, 2010. The report
highlighted the following observations;

Fuel Not Accounted For: K198, 481.00

An examination of fuel records for the period frdoly 2009 to June, 2010 revealed that fuel
valued at K198, 481.00 which was reported to haenhused in vehicle registration numbers
MG 892AA and 025 MG 588 was not recorded in thel fregister and log books.
Consequently, it was difficult to establish how thféice used and accounted for the fuel in
guestion.

MZIMBA DISTRICT EDUCATION MANAGERS OFFICE

An audit inspection of the financial and stomegsords of Mzimba District Education
Managers Office was completed orf™&Rugust, 2011. The audit review disclosed weakreesse
in the financial control which were communicatedytiu in my report dated August, 2011.
The report highlighted the following observations;

a) Subsistence Allowance and Leave Grants Paid WithouPayees Signatures on the
Receipted Vouchers : K6,915,100.00

Treasury Instructions require that subsistencewaliwe must be signed for by the
recipient as a way of acknowledging receipt.
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An examination of payment vouchers for the perietiieen T July 2009 and 30June
2010 revealed that subsistence allowance amoutairi€,314,100.00 and leave grants
amounting to K5,601,000.00 were not supported gpadures of payees on the recipient
vouchers to support the payment. It was thereddfieult for the audit team to ascertain
that the funds were paid to the rightful recipients

b) Subsistence Allowance paid Without Request to LeavRuty Station : K1,063,000.00

Treasury Instructions stipulate that payment vorxhemust be firmly attached by
supporting documents.

An examination of payment vouchers for the 20092@ibhancial year revealed that

subsistence allowance amounting to K1,063,000.00 vea supported by request to leave
duty station forms. Consequently, the audit tearas wunable to ascertain the
accountability of the public funds used.

c) Fuel not Recorded in the Register : K1,608,000.00

Treasury Instructions stipulate that consumableestitems bought must be recorded in
the stores ledger (fuel register).

An examination of fuel records for the period beswe July 2009 and 3bJune 2010
disclosed that the system of recording fuel in ringister was not properly done as fuel
amounting to K1,608,000.00 bought during the penad not recorded in the register. It
was difficult to ascertain the accountability o€fun absence of disposal record.

THYOLO AGRICULTURAL DEVELOPMENT OFFICE

An audit of the financial and stores recordsThjolo District Agricultural Development
Office was completed on #90ctober 2010. The audit disclosed weaknessemamdial
control which were communicated to you in my repdated 18 May, 2011. The report
highlighted the following observations;

a) Payment Vouchers Without Supporting Documents: K58,625.25

An examination of payment vouchers for the perietiveen July 2009 and June 2010
revealed that payments amounting to K568,625.25e waade without supporting
documents. It was therefore difficult for the iespng auditors to ascertain whether the
expenditures were made for the intended purpose.

b) Stores items not Recorded in the Stores Ledger K385,340.00

Treasury Instructions require all receipts andessof stores items to be recorded in the
stores ledger for proper accountability.

An examination of stores records disclosed thatestatems worth K385,340.00
purchased between June 2009 and July 2010 wenecmided in the stores ledger. It
was therefore difficult for the inspection auditéosestablish how the stores items were
accounted for.
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ZOMBA DISTRICT HEALTH OFFICE

An

audit inspection of the financial and storesords of Zomba District Health

Office was completed in November, 2010. The auglrtaw disclosed weaknesses in
financial control which were communicated to yourig report dated 25November,
2010. The report highlighted the following obseiwas;

a)

b)

c)

d)

Drugs and Other Medical Supplies not Recorded on 8tk Cards: K4,140,122.38

All Government Health facilities are required toekestock cards on which drugs and
other medical supplies received from Central MddBtares (CMS) and all issues from
drug stores are recorded.

An examination of stock cards, invoices and delivaptes for the period between
November and December 2009 revealed that drugsotret medical supplies worth
K4,140,122.38 were not recorded on stock cards.

Nugatory Expenditure : K5,825,034.40

Treasury Instructions stipulate that it is the oesgpbility of the controlling officers to
ensure that public funds are only used to the ¢x#amd for the purposes intended by the
National Assembly and that all necessary precasitiorsafeguard the funds from abuse
or loss are taken.

An examination of District Implementation Plans FIp| request to leave duty station
forms and payment vouchers for the period betweeguat 2009 and March 2010

revealed that management incurred in irregular edipdere amounting to K5,825,034.40
for subsistence allowances which were paid outartous staff for carrying out activities

which were part of their normal day to day dutiesl aesponsibilities within their duty

stations. It was further noted that some of thigvities were not included in the DIP.

Among the notable activities for which the allowasavere paid include balancing and
packing of monthly staff salaries by accounts effsc

Failure to Produce Receipted Vouchers for Audit :K5,575,924.50

Public Audit Act requires all audited entities teepent documents, books and accounts
as requested to the audit team for examination.

An examination of payment vouchers revealed thatespeceipted payment vouchers for
the period from January 2009 to January 2010 anmuyind K5,575,924.50 were not

presented for audit examination. Consequently,ptiopriety of the expenditure could

not be ascertained.

Fuel not Accounted for : K362,960.23

Treasury Instructions stipulate that fuel must bapprly accounted through recording in
the relevant books of accounts such as fuel ledgers
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A review of cheque counterfoils pertaining to fypeirchases against fuel ledger for the
period between November 2008 and April 2010 disdoshat fuel amounting to
K362,960.23 was not recorded in the ledger. It wasefore difficult to ascertain the
utilization of the fuel in absence of any dispasalord.

HOME AFFAIRS AND NATIONAL DEFENCE
MALAWI PRISON HEADQUARTERS

An audit inspection of financial and ssrecords of Malawi Prison Services Headquarters
was completed in November, 2010. The audit reviesclosed weaknesses in financial
control which were communicated to you in my reptated & December, 2010. The report
highlighted the following observations:

Failure to record fuel in the ledger: MK950, 000.0

Treasury Instructions stipulate that Controllindi€drs should maintain a fuel ledger for the
purpose of recording receipts and issues of fuel.

It was however noted that fuel worth MK950, 000@6cured from July, 2008 to June, 2009
was not recorded in the ledger.

It was therefore difficult for the inspecting awd# to ascertain disposal of the fuel in
absence of any record.

MZIMBA POLICE STATION

An audit inspection of the financial and storesords of Mzimba Police Station was
completed on 12 August 2011. The audit review disclosed weaknesséisancial control
which were communicated to you in my report dat@]' August, 2011. The report
highlighted the following observations;

a) Payment vouchers without supporting documents: K %£91,435.72

Treasury Instructions require payment vouchersategelsupporting documents firmly
attached to them.

An examination of payment vouchers revealed thawvéen £ July 2009 and 30 June
2010 payment vouchers amounting to K 4,591,435.@wassed for payment without
supporting documents. It was therefore difficulagzertain the propriety of the payments
made.

b) Subsistence allowance paid but not signed for: K 224,193.00

Treasury Instructions require that signatures ombprints of the recipients should
evidence payments to individuals.
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d)

An examination of payment transactions made betvi&ehly 2009 and 30June 2010
disclosed that subsistence allowances’ amounting 19 024,193.00 were paid without
signatures of the recipients. Consequently, it diffgcult to ascertain the accountability
of the amount that was disbursed.

Items not recorded in the stores ledger: K 678,8880

An examination of stores ledgers disclosed thaveen £ July 2009 and 30June 2010
Mzimba Police Station purchased stores amountig@8,889.0Qhat were not
recorded in the stores ledger. Consequently, itdiffisult for the inspecting auditors to
ascertain the accountability of the stores.

Fuel not recorded in the fuel register MK 644,980.00

Treasury Instructions stipulate that all consumaittees must be recorded in the stores
ledger.

An examination of payment vouchers and fuel registeealed that fuel valued at K
644,980.00 purchased betweehJuly 2009 and 1June 2010 was not recorded in the
fuel register. As a result, accountability of thelfcould not be ascertained.

Failure to bank revenue: MK646,000.00

Treasury Instructions require that revenue colksteould be banked intact within a
fortnight.

An examination of general receipts and other rdlageords for the period betweeth 1
July 2009 and 3BJune 2010 revealed that revenue amounting to KOBGED0 was not
banked. There was no evidence to show how the uevers accounted for.

RUMPHI POLICE STATION

An audit inspection of the financial and storesords of Rumphi Police Station was
completed on B August 2010. The audit review disclosed weaknesdimancial control
which were communicated to you in my report datédy August, 2011. The report
highlighted the following observations;

a)

b)

Payments without supporting documents: K527,04000

Treasury Instructions stipulate among other thitiggt a payment voucher must be
supported by original invoices or cash sale resdptsubstantiate the expenditure.

An examination of payment transactions disclosed gayment vouchers amounting to
K527, 040.00 raised between February 2008 and ©ct®b10 were not supported by
documentation. Consequently, it was difficult tacexsain whether the expenditure in
guestion was a proper charge on public resources.

Stores not recorded in stores ledger: K1, 002,368

25



35.

36.

Treasury Instructions state that all consumableestmust be recorded in the ledger to enhance
accountability of stores items.

An examination of stores records for the periocuday 2008 to March 2010 revealed that
stores items amounting to K1,002,867.48 were noorcked in the stores ledger. As a
result, the accountability of the stores items dodt be ascertained.

LANDS HOUSING AND URBAN DEVELOPMENT
REGIONAL COMMISSIONER FOR LANDS (SOUTH)

An audit inspection on the financial and starecords of Regional Commissioner of Lands
(South) was completed on 2@ecember, 2010.The audit review disclosed wealksess
financial control which were communicated to youmy report dated November, 2011. The
report highlighted the following observations

a) Long outstanding ground rent: MK44,753,350.00
The Land Act Chapter 58.1 requires property @wno pay ground rent on annual basis.

A review of land and property files disclosed thia office did not collect ground rent
totaling to MK44,753,350.00 from property ownersngoof which date as far back as
1990. Consequently, it was doubtful whether thewamhwas recoverable.

b) Long outstanding duty, fees and development chargedMK5,184,867.62

Whenever Government approves applications for leaseproperty, the applicant is
supposed to pay in full the development chargek toital fees and duties. Failure to do so
results in the cancellation of the offer and thet 8 withdrawn and re-allocated to another
prospective developer on the waiting list.

An examination of records pertaining to approveadsée applications disclosed that the
office did not receive long outstanding duty, feesl development charges amounting to

K5,184,867.62 from people who were offered lancdheré was no evidence to show that
reminders were sent to the applicants.

EDUCATION, SCIENCE AND TECHNOLOGY

SOUTH WEST EDUCATION DIVISION

An audit of financial and stores records oftBest Education Division for year ended"30
June, 2010 was completed orf'@hnuary 2011. The audit review disclosed some
weaknesses in financial control which were commaiteid to you in my report dated July,

2011. The report highlighted the following obseiwas:-

a) Unclaimed Wages not Accounted for — K251,735.44
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Treasury Instructions require that all unclaimedj@sashould be brought on charge and
that receipt numbers for the wages brought on ehsinguld be indicated on the payroll
(signature list) against the names of the employdesdid not collect their wages.

An examination of signature list on the payrollaiised that unclaimed wages amounting
to K251,735.44 were not accounted for. There weresceipt numbers to show that the
wages were brought on charge.

b) Failure to Deduct Withholding Tax — K218,396.58

Taxation Act Chapter 41.01 Section 102A, requir@sstries and departments to deduct
withholding tax when making payments to supplidrgands and services who do not
have withholding tax exemption certificates.

An examination of payment vouchers for the periethleen June 2008 and June 2010,
revealed that the office did not deduct withholdiag amounting to K218,396.58 from
payments made to suppliers. There was no eviderstgow that the suppliers were
holders of withholding tax exemption certificates.

c¢) Fuel Issued but not Signed for - K184,700.00

Treasury Instructions require that a stores ledfgeuld be maintained for the purpose of
recording all receipts and issues of stores items.

An examination of fuel register for the period beem May, 2010 and January, 2011
disclosed that fuel amounting to K184,700.00 wases without being signed for by the
recipients in the register. Therefore, it wasidifft to establish how the fuel collected by
the individuals was used.
NASAWA TECHNICAL COLLEGE
An audit inspection of financial and storesords of Nasawa Technical College was
completed in November, 2010. The audit review dsetl weaknesses in financial control
which were communicated to you in my report datedésdnber 2010. The report highlighted
the following observations:
a) Revenue spent at source before banking: K4, 366,56Q

Treasury Instructiongequire that revenue collected should be bankeshptly and intact
into Government Consolidated Fund Account No.1.

An examination of general receipts and bank statésntor 2008, 2009 and the period
between January and February 2010 revealed thanuwev collected amounting to
K4, 366,500.61 was spent at source without bankamgrary to the above regulations.

b) Failure to account for revenue collected K718,32%4

Treasury Instructions require that revenueectdld must be properly accounted for.
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An examination of revenue records for the threeklmotounts namely, Evening Main and
Malawi Government Account Number one for the perimetween January, 2008 to
February 2010 disclosed that revenue amounting 4b8k327.14 was not accounted for
since there were no records in form of bank deplgs to show that the revenue was
banked and the cash was not available as at theoflaudit.

c) Payment vouchers without supporting documents- K8133,269.85

Treasury Instructiongequire that all payment vouchers should have valigporting
documents such as invoices and cash receipts stesuiate the payments.

An examination of payment transactions revealetighgment vouchers amounting to
K8, 133, 269.85 were passed for payment betweenl 2007 and November 2009
without supporting documents. Consequently thepmety of the expenditure on the
vouchers could not be substantiated.

d) Irregular payment of subsistence allowances - K73800.00

Treasury Instructions requires that subsistenaavalhces should only be paid to officers
who are assigned and authorized to perform offaidiles away from their duty station at a
given rate for the number of days spent away froenstation.

An examination of payment vouchers for the pericet&nber 2008 to December 2009
revealed that management paid subsistence allowabtgeits staff amounting to
K738,000.00 to some officers who did not spendhtsiggway from their duty station. The
officers were paid for working within duty stationActivities for which subsistence
allowances were paid include preparation of revidmeget estimates. Further
investigations disclosed that allowances were paithe officers as a reward for working
during odd hours.

e) Fuel not Accounted for — K321, 228.55

An examination of fuel register and vehicledogk for Toyota vehicle registration
number NS 1671 for the period between Septe@®@9 and February 2010 revealed that
fuel drawn from Malswitch Card and recordeduel register amounting to K321,228.55
was not recorded in the logbook and that thecke did not undertake any journey during
the dates when the fuel in question was issdée inspecting auditors were therefore
unable to ascertain the utilization of the fuel

CHIMWALIRA SECONDARY SCHOOL

An audit inspection of financial and storesords of Chimwalira Day Secondary School
was completed in September, 2010. The audit re\desglosed weaknesses in financial
control which were communicated to you in my repated 9th December, 2010. The report
highlighted the following observations:

(a) Payments without supporting documents- K235, 364.00

Treasury Instructions require that a payment vouaheuld be fully supported by an
original invoice, cash receipt or sales slips forafindependent checks.
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An examination of payment vouchers amounting to%284.00 did not have supporting
documents such as invoices, cash sales or recdiptgas therefore difficult to confirm
the validity of the expenditures and completenésbepayment transactions.

MULUNGUZ| SECONDARY SCHOOL

An audit inspection of financial and stores recoafisMulunguzi Secondary School was
completed in November, 2010. The audit review dsetl weaknesses in financial control
which were communicated to you in my report datdt Becember, 2010. The report
highlighted the following observations:

a)

b)

d)

Failure to account for revenue collected: K 1,30813.52

Treasury Instructions require that revenue coltésteould be recorded on general receipt
and banked intact.

An examination of general receipt books, bank dig@tips and bank statements for the
period from January to August 2009 disclosed teaemue amounting to K1,300,313.52
was neither banked nor physically available. Thaitaieam was unable to establish how
the amount was accounted for.

Funds not accounted for: K4, 920, 746.24

Treasury Instructions stipulate that it is the oesgpbility of the controlling officer to
ensure that public funds are only used to the éx&erd for the purpose intended by the
National Assembly and that all necessary precasitiorsafeguard funds against abuse are
taken.

An examination of financial records disclosed ttegt school failed to account for public
funds totaling MK4,920,746.24 which were meantvarious activities as there were no
records to substantiate how the funds were selow are the details:-

CATEGORY OF FUNDS AMOUNT (MK)
Funds for miscellaneous expenditure 4, 086, 468.24
Funds for subsistence allowances-Teachers 83100
TOTAL 4,920, 746.24

Payment vouchers without supporting documents: MKJ1171,845.00

Treasury Instructions require that all payment vaus should have valid supporting
documents such as invoices ad cash sale receipts.

An examination of payment transactions disclosed pgayment vouchers amounting to
MK1,171, 845.00 the period from July 2007 to Ju®2 did not have supporting
documents. The inspecting auditors were therefarable to ascertain validity of
payments in absence supporting documents.

Awarding of a contract to a member of staff: MK811,272.63
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Public Procurement Act stipulates that if a puldficer who is a member of Internal
Procurement Committee (IPC) within the procuringitgracquires pecuniary interest in
any matter to be decided by the IPC, he or she dedare such interest to avoid conflict
of interest.

An examination of payment vouchers for the perdmedween June 2008 and February
2009 revealed that payments totaling MK811,272.&Bewnade to W. J. Investments for
the supply of various goods and services to theachFurther scrutiny of the transaction
revealed that W.J. Investments belonged to Mr WIluhtza who was an Accounts

Assistant at the institution.

MASONGOLA SECONDARY SCHOOL

An audit inspection of financial and storesoreds of Masongola Secondary School was
completed in November, 2010. The audit disclosedkwesses in financial control which
were communicated to you in my report dat8cd\®vember 2010. The report highlighted the
following observations:

a) Failure to Account for Revenue - MK1, 087,158.00
An examination of general receipts in respectcbbsl fees collected between 25th August
and 3rd September 2009 disclosed failure by theddwo account for fees amounting to
K1,087,158.00. There were no records in form afkbdeposit slips or payment vouchers
to show that the amount was either banked or sgiesdurce.

b) Fees spent at source before banking - MK 5,013,485.

Treasury Instructions require all revenue colledtelde banked intact into Consolidated
Fund through Government Account No 1.

An examination of general receipts books for fegtected, against the deposit slips and
bank statements, revealed that out of MK 17,0476®1In respect of fees collected
between January 2008 and September , 2009, onli2M184,336.60 was banked.

¢) Payment vouchers without supporting documents: MK48,458.00

Treasury Instructions require all revenue colled®de banked intact into Consolidated
Fund through Government Account No 1.

It was however noted that payment vouchers amoginonkK430, 458.00 for the period
between 5th September 2007 and November 2008 wete sapported by the
documentation. Consequently the propriety ofetkygenditure could not be ascertained.

d) Cash in Respect of Allowances Not Signed For By THeecipients: K754,000.00

Treasury Instructions require that all paymentallmwances should be signed for by the
payees as a way of acknowledging receipt of sugmpats.

It was however observed that payment of allowamoesunting to K754, 000.00 was not
signed for by the recipients between September 200MNovember, 2009.
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e) Irregular Payment of Salaries - K702,856.20

An examination of establishment records against plagroll revealed that Salaries
amounting to K702, 856.20 were paid to memberstaif,swho had left the institution
between August, 2008 and September, 2009 througlement and resignation. There
was no evidence to show that the amount paid waseeed from the officers concerned.

LUWINGA SECONDARY SCHOOL

An audit inspection of the financial and storesords of Luwinga Secondary School was
completed in August 2010. The audit review disdioaeaknesses in financial control which
were communicated to you in my report datédAugust, 2011. The report highlighted the
following observations;

Unrecorded Stores: K1,637,338.87

Treasury instructions require that a stores ledgast be opened and maintained for the
purpose of recording receipts and issues of stores.

An examination of payment vouchers relating to pinecurement of stores for the period

July, 2008 to June, 2009 disclosed that storessitemounting to K1, 637,338.87 were not

recorded in the stores ledgers. Consequentlyndpecting auditors were unable to ascertain
the usage of the items in absence of disposaldscor

MZIMBA SECONDARY SCHOOL
An audit inspection of the financial and ssorecords of Mzimba Secondary School was
completed on 28 October 2010. The audit review disclosed weakmessénancial control

which were communicated to you in my report dategpt@nber, 2011. The report
highlighted the following observations:

a) Payment Vouchers Without Supporting Documents: K 58,985.00
Treasury Instructions stipulate that for the pugposexamination, payment vouchers must
be fully supported by original invoices or any dadiocuments, which should be firmly
attached to the vouchers before payment is made.
An examination of payment vouchers disclosed th#éhé 2009/2010 financial year the
office made payments amounting to K 536,98m@@out supporting documents.
Consequently the propriety of the expenditure cowltlbe ascertained.

b) Food stuffs not recorded in the stores ledger: K 930.00

Treasury Instructions require that all receipts isdes must be recorded in the stores
ledger.

An examination of stores ledgers against physiakdrires of stocks revealed that stores
valued at K 740,930.00 purchased betweauly 2009 and 30June 2010 were not
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recorded in the stores. As a result, the accouittabf those stores could not be
ascertained.

RUMPHI SECONDARY SCHOOL

An audit inspection of the financial and storesords of Rumphi Secondary School was
completed on B August 2010. The audit review disclosed weaknesdimancial control
which were communicated to you in my report datdt Gctober, 2011. The report
highlighted the following observations;

a) Payment vouchers without supporting documents: K14,143.74

The Treasury Instructions stipulate that all paymeouchers must be complete in
themselves and should contain sufficient particutarafford independent checks.

An examination of payment vouchers for the pericween September 2008 and
December 2010 revealed that payment vouchers ainguitt MK 174,143.74 had no
supporting documents. This made it difficult foretrauditors to verify whether
government funds were used for the intended purpose

b) Fuel not accounted for: K 396,663.80
Treasury Instructions state that where consumabledg are received in bulk for
subsequent issue in small lots, the transactiorst brirecorded in the consumable stores
ledger (fuel register).
Posting of payment vouchers into the fuel registeealed that fuel worth K396, 663.80

was not recorded in the fuel register between Samte 2009 and June 2010. As a result,
the accountability of the fuel could not be asdeed.

c) Stores not recorded in stores ledger: K 725,250.00

Treasury Instructions state that all stores pratsteuld be recorded in the stores ledger
and that issues should be recorded and signedfibrelrecipients.

An examination of stores records for the periodveen May 2009 and November 2010
revealed that stores items worth K725, 250.00 weteecorded in the stores ledger. As
a result, the accountability of the stores coultlbeascertained.

FINANCE AND DEVELOPMENT PLANNING

REGIONAL TRASURY CASHIER ( SOUTH)

An audit inspection of the financial and storesords of Regional Treasury Cashier (South)

was completed on"™ February,2011.The audit disclosed some weakndsséisancial

control which were communicated to you in my repdated 19 July,2011.The report
highlighted the following observations:
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(a) Failure to Record Purchased Items In The Stores Leger-MK 1, 222, 892.15

Treasury instructions require all receipts andassof stores items to be recorded in the
stores ledger for proper accountability.

An examination of stores records disclosed thatstevorth K1, 222,892.15

(MK313, 061.00 for office equipment and MK909, 83 for office supplies) purchased
between January, 2009 and June, 2010 were notdextoin the stores ledger.
Consequently the inspecting auditors were unableetdy the utilisation of the stores
items in absence of disposal records.

(b) Doubtful Payment of Subsistence Allowances- MK398, 000.00

A review of payment vouchers and authority to ledwy station claim forms for the
period August 2009 to June 2010 revealed that allmes amounting to
MK3,098, 000.00 were paid to officers but there wasevidence that the journeys were
undertaken.

MINISTRY OF HEALTH
UMOYO HOUSING PROJECT

An audit investigation on the financial andresorecords of Umoyo Staff Housing Project in
the Ministry of Health was completed in May, 2010.he audit review disclosed some
weaknesses in financial control which were commateid to you in my report dated "28
June, 2011. The report highlighted the followirngervations:

a) Poor Workmanship On Some Sites

Physical verification of houses under constructiistlosed poor workmanship on some
sites. Most of the finished houses and pit lagihad developed deep cracks and were
leaking. Materials used for lockers, windows, doand walldrobes were of very poor
quality. It was learnt that just a month after fiiceal occupation of some houses, locks
which were fixed on the houses were broken. Thisved lack of seriousness on the part
of the Ministry of Health and the hired consultaras they did not make regular
monitoring visits to check the progress and quadityconstruction works and materials
used at the project sites. The situation was agtgd by the fact that the maintenance
supervisors from the District Health Office weret rolly involved in the project
implementation.

b) Occupation of Unofficially Handed Over Houses By tk Health Workers

The audit team also observed that some health weorkad occupied the newly
constructed and renovated houses even though thieactors had not yet officially

handed over the houses to the Ministry of Healtithis was common on houses
constructed by Delta, Liu and Intercity Building i@actors in the Central Region and at
Chikwina Health Centre in Nkhata-Bay. We obsertieat some of the houses occupied
had problems of leakages, low quality paints anderas fixed on doors, windows and

33



lockers and had cracks on walls and floors. Attime of inspection, most of the houses
which were occupied had no running water and etsigtr

c) Salvageable Items Not Handed Over to The Ministry oHealth

The audit review disclosed that salvageable iterasewiot handed over to the District
Health Offices. It was therefore difficult to dsliah the amount of remaining items which
were removed from the sites on which renovatiorss maintenances were taking place
because the contractors’ workers, foremen andglev&re unwilling to disclose the items.
They also had no records of salvageable items.th€&umore the DHOs were not fully

mandated to follow up the progress of the projaats$ they too did not have records of the
salvageable items. The audit team, however, tookestime to count the items such as
iron sheets, solar panels, solar batteries, windod door frames at Makiyoni in Salima
District which were removed from four renovated $@s1 It was noted that 73 out of
224(eighteen gauge of 9 feet long) iron sheets wassing.

d) Underperformance in the Construction and Renovatia of Houses

Physical verification exercise revealed under pentnce in the number of houses which
were constructed and renovated as compared wihBills of Quantities which the
contractors used when bidding for the contratitsvas observed that at Mitundu Health
Centre in Lilongwe District, six houses were supgubt be renovated but only four were
renovated. An interview with foremen of HualongilBing Contractor and Mr. S.
Kuyeli, from the Department of Planning in the Mimy of Health revealed that the
remaining two houses would not be renovated becthigsbealth officers occupying the
houses were not willing to move out. No informatias to what would happen to the
contract agreement following this development waslable.

e) Non Installation of Dover Stoves in Targeted House

f)

Physical verification of the houses disclosed #mhe houses at the health centers which
did not have electricity and were supposed to hdoeer stoves as per the contract
agreement did not have them installed in the kitchThis forced health workers who had
unofficially occupied, the houses to use the spadesre dover stoves were planned to be
installed as kitchens especially when it was rgnifihis exposed the houses to hazardous
substances like smoke and ashes. When the eaadit interviewed some officials in the
Planning Department of the Ministry of Health it sveearnt that the idea of installing
dover stoves was withdrawn to avoid promoting chalrase and deforestation.

Abandoned Work on the Construction of Laboratories At Mwanza, Bwaila and
Mangochi District Hospitals

The audit revealed that some contracts for the toact®on of laboratories at Bwaila,
Mwanza and Mangochi Hospitals were abandoned byesmmtractors. It was observed
that some contracts were awarded to the contrastome time in 2004 but as at the time
of audit the construction works were not completéa.cording to Mr. S. Kuyeli and Mr.
D. Kuchilunda from the planning department of thenistry of Health, the original
contracts were terminated and given to Dziko BuogdiContractors for Mwanza and
Mangochi, and Farai for Bwaira. However the infation regarding the new contracts of
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these laboratories was not furnished to the awdimt and it was therefore difficult to
establish the basis for terminating the originaltcacts.

g) Payment Vouchers Not Presented For Audit: MK1,588,65.00

An examination of payment transactions disclosed gmyment vouchers amounting to
MK1,588,065.00were not presented for audit. This made it diffiéor the audit team to
establish the details of payments and the exterwdhioh the individual contractors were
paid. When the finance department was asked te tie update of payments for
individual contractors, it only managed to give meynts up to 30 June, 2009.
Consequently it was difficult for the audit teamctmmpare the amount of money received
by the contractors and the status of the work aypass.

CENTRAL MEDICAL STORES (CENTRE)

An audit investigation on the financial andretorecords of Central Medical Stores (Centre)
was completed in July, 2011. The audit reviewldsed some weaknesses in financial
control which were communicated to you in my reptated 2% August, 2011. The report
highlighted the following observations:-

a) Boarded Off Drugs and Medical Supplies: K1,186,32030.00

An analytical review of the financial statementsaibsed that the Office was experiencing
losses through expired drugs and medical supplies.

During the financial years ended June, 2008/20@92899/2010, drugs worth
K476,866,930.63 and K709,453,999.40 respectivelewearded off. This resulted into
huge losses by Government, a situation which cbale been avoided if proper
procurement procedures and established regulatiers followed.

b) Misprocurement of Stores: K24,246,808.73

The office procured wheeled disposal bins valudd%$ 164,135.00 (equivalent to
K24,246.808.73) for Government health facilitiddapanga Furniture won the tender and
supplied one thousand seven hundred (1700) binsheAime of audit, the disposal bins
had not been delivered to the centre because they mgjected by the users on account of
wrong specifications.

The office failed to produce tender documents &ednternal Procurement Committee
minutes on this procurement for audit review.

c) Shortage of Drugs and Medical Supplies: K74,882,41112
A physical count of drugs and medical suppliesldssd that balances of some drugs and
medical supplies recorded on bin cards, worth K§4,811.12, had no corresponding
physical stocks available. The Office could naiyide any evidence on how the items
were accounted for.

d) Failure to Deduct Withholding Tax: K12,272,201.14
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Chapter 41:01 section of the Taxation Act requihed withholding tax should be
deducted at source on all payments for goods anetee except in circumstances where
the supplier produces a valid withholding tax exaorpcertificate.

An examination of financial records revealed thahholding tax amounting to
K12,272,201.14 was not deducted from payments maluppliers of goods and services
during the financial year ending June, 2010 asireduy Taxation Act.

e) Overpayment to Contractor: K33,526,197.99

f)

An examination of payment vouchers and projectre@bidocuments revealed that
Kachulu Construction Ltd was awarded a contracetorbish Central Medical Stores
Headquarters after it was gutted by fire off @ril, 2009 at a contract sum of
K80,880,888.31.

It was however noted that the main contractor &nekt other subcontractors were paid a
sum of K114, 407,086.30 resulting in an overpaynoémt33, 526,197.99.

Receipted Vouchers not Produced for Audit: K9,200.00.00

Treasury Instructions require that when paymemntasle, the one to whom the moneys are
transmitted should, by way of signature, acknowéedgreipt of the moneys paid and the
receipted voucher should be attached to the paynoerher to authenticate the payment.

It was noted that between April, 2009 and June020& office paid allowances totaling
K9,200,000.00. However, receipted vouchers wetgraduced for audit examination. It
was therefore not possible to ascertain the priypokethe payments.

CENTRAL MEDICAL STORES (SOUTH)

An audit inspection of financial and storesords of Central Medical Stores (South) for the
year ended 30June, 2010 was completed or"2ZBnuary, 2011. The audit review disclosed
some weaknesses in financial control which werernamcated to you in my report dated

12" July, 2011. The report highlighted the followiolgservations:

a)

b)

Failure to Collect Outstanding Debts (Revenue): K92,317,808.27

A review of debtors’ ledger revealed that an ountdilag amount of K929, 317,808.27
was owed by various government hospitals as 8tJ8@e, 2011. There was no evidence
to show that demand notes were served to the raapgovernment hospitals demanding
for settlement of the amounts owed.

Stores Items Issued but Not Signed for by Recipiest K1,650,225.57

Treasury Instructions require a stores ledger tmbamtained for the purpose of recording
all receipts and issues of stores items.

A review of the stores ledger disclosed that betwéay, 2009 and June, 2010 stores
items valued at MK1, 650,225.57 which were issuedewot signed for by the recipient.
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It was therefore difficult for the inspecting awai# to ascertain whether the stores items
issued were used for intended purposes.

c) Fuel Not Signed for By the Recipients : K989,100.00

A review of motor vehicle fuel register disclosédtt fuel worth K989, 100.00 issued to
various users between July, 2009 and June, 2010natasigned for in the register. It
was, therefore, difficult for the inspecting aud#tdo verify whether the fuel was used for
the purpose intended.

INFORMATION AND CIVIC EDUCATION
MINISTRY OF INFORMATION AND CIVIC EDUCATION HEADQUA RTERS

An audit of financial and stores records fonlgiry of Information and Civic Education was

completed in November 2010. The audit review dsetl weaknesses in financial controls
which were communicated to you in my report datedvénber, 2011. The report

highlighted the following observations:

a) Purchase of Stores Not Recorded In Ledgers : K3,06717.53

An examination of payment vouchers disclosed ttatomary worth K3,048,533.00 which
was purchased between October, 2008 and May, 2@GB9net recorded in the stores
ledger. This is contrary to Treasury Instructiovigch require that all stores items should
be recorded in the stores ledger for proper aceduirty.

b) Purchase of Fuel Not Recorded In The Fuel RegisterK1,570,000.00

An examination of payment vouchers for the periaduhry to March 2009 disclosed that,
fuel valued at K1, 570,000.00 was not recorded he ledger contrary to Treasury
Instructions which require that all fuel purchasesuld be recorded in the ledger before
Issue to enhance accountability.

c) Subsistence Allowances Not Supported By Signature¥4,470,400.53

Treasury instructions require that all allowances/ments should be signed by the
recipients. An examination of payment voucher ade@ that subsistence allowances
amounting to K4,470,400.53 were not supported kgnagures of the beneficiaries.
Consequently the propriety of the expenditure cowldbe verified.

REGIONAL INFORMATION OFFICE ( NORTH)

An audit inspection of the financial and storesords of Regional Information Office was
completed on 28 June 2010. The audit review disclosed weaknessdimancial control
which were communicated to you in my report datédy August, 2011. The report
highlighted the following observations;

Fuel not accounted for: K 579,473.50
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Treasury Instructions state that where consumatelgyare received in bulk for subsequent
issue in small lots, the transactions must be dsmbrin consumable stores ledger (fuel
register).

Posting of payment vouchers into fuel register ags that fuel valued at K579, 473.50 was
not recorded in the fuel register between July 2@08 May 2009. As a result, the
accountability of the fuel could not be ascertained

JUDICIARY
CHIEF RESIDENT MAGISTRATE COURT (EAST)

An audit inspection of the financial and storesords of Chief Resident Magistrate Court
(East) was completed in November, 2010. The aediew disclosed weaknesses in financial
control which were communicated to you in my reptated & December, 2010. The report
highlighted the following observations:

a) Misuse of Court Deposits Receipts (CDR): MK 959)17.16

Court deposit receipts are third party monies hmldhe courts on trust. These monies
arise from bail bonds, compensations, and are petielrto intended parties.

An examination of court deposit receipts and disbarent documents revealed that the
Chief Resident Magistrate (East) and Ntcheu Finstdé Magistrate Courts spent CDR
funds to the tune of MK 1, 118, 426.86 for stafine and Other Recurrent Transactions
(ORT). The loans were not paid back to the CDRattiime of audit.

In response to the audit query, the Controllingicefls only managed to provide
documentation for the recovery of an amount of K46%9.70 leaving a balance of
K959.017.16 still outstanding as at the date ofimgithis report.

b) Allowances not signed for: MK 164, 500.00

Treasury Instructions require that all allowancesdpout should be signed for by the
recipients.

An examination of payment vouchers revealed thlatvances paid out in respect of
substance and meal allowances, amounting to MK5D8400were not signed for by the
intended recipients, between July and March 20Xs Tade it difficult for the audit

team to ascertain the accountability of the allovesn

In response to the audit query the controllingceffijust reproduced copies of payment
vouchers without attaching the recipients list vahaould have shown the signatures of
the recipients.

RUMPHI MAGISTRATE COURT

An audit inspection of the financial and storesords of Rumphi Magistrate Court was
completed in August 2010. The audit review disdioaeaknesses in financial control which
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were communicated to you in my report datédAgigust, 2011. The report highlighted the
following observations;

Misappropriation of funds: K542.130.00

An examination of financial records in respecthofd party money (compensation) and court
fines disclosed laxity by the office to ensure thet funds were banked on time. It was
observed that funds in respect of compensationst dmes and bail bonds amounting to
K697,810.00 received between July 2008 and Septedtl® were misappropriated as there
were no records to show how the funds were accduote

In response to the audit query, the controllingceff submitted documentation in form of
deposit slip which showed that only a sum of K188,60 was recovered from the officers
involved leaving a balance of K542,130.00 which vg##i outstanding as at the date of
writing this report.

EXTERNAL AFFAIRS AND INTERNATIONAL COOPERATION
MALAWI HIGH COMMISSION —-PRETORIA

An audit inspection of the Malawi High Comm@si Pretoria, South Africa was completed
in May, 2010. The audit review disclosed somakmesses in financial control which were
communicated to you in my report dated October020The report highlighted the following
observations:

a) Over Expenditure On Budget Allocations : K16,675,82.00

A review of budget allocation against actual expemd for 2008/09 financial year
disclosed laxity by management to monitor and adr@xpenditure. It was observed that
the office used a sum of K16, 675,827.00 in exoésmidget allocation for the year.

The excess expenditure was caused through usends frealised from miscellaneous
receipts such as property rents and sales of as3étsre was no evidence to show that
Treasury approval was sought prior to the use\dmee.

b) Use of Revenue Collected At Source : K55,537,108.5

An examination of financial transaction disclosdtatt the mission spent revenue
amounting to K55,537,109.53 at source without weasapproval as stipulated in the
Treasury instructions.

c) Payment of Foreign Service Allowance In Excess Ofrfiitlement : MK29,702,465.74

Foreign Service Allowances (FSA) are paid to dipdtenserving in Missions abroad in
accordance with Book IV of the Malawi Public See/Regulations (MPSR). Fixed rates
of allowances are set and revised by GovernmergradBpg on economic environment of
the country where the Mission is located and paid$$ equivalent. The allowances are
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remitted into salaries and benefits account of khission from where payments to
diplomats are made in local currency of the hostimgntry at floating exchange rate.

An examination of payment vouchers for the periodsler review disclosed that the
Mission paid FSAs at a fixed exchange rate of ZAR1® US$1.00 instead of using a
fluctuating exchange rate. It was observed thatUs$ rate of exchange did not move
above ZARS8.00 during the period under review. Cquosetly, payment of Foreign

Service Allowances amounting to MK29, 702,465.74revenade in excess of staff
entittements as follows:

POSITION TOTAL EXCESS PAYMENT
High Commissioner 4,529,276.73
Deputy High Commissioner 4,061,552.37
Counsellor 3,201,768.97
First Secretary (Political) 2,974,458.57
First Secretary (Protocol) 297845
First Secretary (Administration) 085,744.99
Defence Attache 3,201,919.82
Second Secretary (Information) 2,640,936.28
Third Secretary (Secretariat) 2,025,821.20
Third Secretary (Administration) 2,025,821.20
Total 29,702,465.74

d) Lack of Direction On Local Travel Rates Of Allowanes At Missions Abroad

Government financial regulations require that endérallowances should be paid to
officer (s) travelling outside the country of dugation.

A review of expenditure records for internal travdisclosed that the Mission
management was paying internal travel allowancédission staff including drivers and
other local staff at the rate of external travébvahnce applicable in Malawi, currently
pegged at US$180 per day. Enquiries made with gamant at the Mission and
Ministry disclosed that internal travel by diplormadt Missions abroad was treated as
external travel. It was however noted that thenea specific provision in Book IV of the
MPSR governing foreign services local travel atd¥as abroad.

The audit is of the view that the policy governiogeign services local travel within the
host country is not clear. The rate of local ttalwances at Missions abroad is wrong
and unrelated to external travel allowance ratdiegdge in Malawi. Even if there was
no specific provision in the Book IV of the MPSRjete was no evidence that
management consulted Treasury to seek direction.

MALAWI HIGH COMMISSION- MAPUTO

An audit inspection on the financial and staessords of the Malawi High Commission in
Maputo, Mozambique was completed in September, .20t0 audit review disclosed some
weaknesses in financial control which were commateit to you in my report dated 5
September, 2011. The report highlighted the foltmpobservations:-

a) Over Expenditures Without Treasury Approval: K21,085,638.98
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b)

Public Finance Management Act stipulates amongrothi@gs of the need for each
controlling officer to monitor and control expendi within the ministry or department
So as to ensure that there are no over expendiu@ger commitment of funds.

An examination of expenditure returns and the eelatcords for 2008/09 and 2009/10
financial years disclosed that the Mission incurradtotal over expenditure of

K 21,085,638.98 on budget allocations for the abaentioned financial years. There
was no evidence to show that authority was sougit the Treasury before incurring the
over expenditure.

Irregular Granting of Personal Advances: US$ 41,0840 (MK6,244,768.00)

The responsibility for granting personal advancests with the Ministry of Foreign
Affairs Headquarters only such that all applicasidor advances in respect of diplomatic
staff are supposed to be submitted to the Ministeadquarters for authorization and
payments.

An examination of financial transactions disclogkdt the Mission did not follow this
procedure. It was observed that advances amoutt8§y1,084.00 (MK6, 244,768.00
were granted to members of staff using funds ftbenRevenue Account with a view to
recovering the amounts once the advances applsatweere approved by Ministry
Headquarters. It was further noted that some achsawere paid even before applications
were approved by the Ministry Headquarters. Adatdate of audit in September 2010,
the above stated amount was still outstanding.

Failure to Recover Deposit in Respect of Rent FronProperty Owner: US$3,000
( MK456,000.00)

The Mission entered into a tenancy agreement widgivtal and Rua Das Palmeiras in
which the mission was required to pay a refundablke month rent deposit for the house
which was rented. This amount was refundable anitetion of the tenancy agreement.

An examination of records relating to house rentatsupied by diplomatic staff
disclosed that deposit in respect of house rentuatmy to US$3,000 (MK456, 000.00)
was not refunded by the property owner upon tertimnaof the tenancy agreement.
Although the matter was referred to lawyers tosageicover the amount, no progress had
been made as at the date of audit.
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PART IV

RECOMMENDATIONS AND ACKNOWLEDGEMENTS
RECOMMENDATIONS

In the course of my audit of the 2009/2®@tcounts of the Government of the Republic of
Malawi, each Controlling Officer was sent apprapFimanagement letter with
recommendations, regrettably, evidence has shbatrtiese recommendations have not
been given due consideration. A summary of mgmenendations included:-

(@) To ensure greater accountability, Government shoutde Ministries and
Departments to prepare their own annual finandatements for audit before they
are consolidated into the National Accounts;

(b) The standard of internal audit should be enhangextder to provide assurance to
management regarding effectiveness of internalrobeystems and administrative
processes in ministries and departments;

(c) There is immediate need to strengthen Audit Coneasttin all Ministries and
Departments so as to speed up implementation oit asdommendations; If
possible the composition of the committees shounldude members from the
private sector

(d) Procurement of goods and services should be exktouthin set processes and
procedures;

(e) Losses of public funds and stores should be expedly investigated and reported
to in accordance with the Treasury Instructions] appropriate disciplinary action
taken against officers concerned,;

() Knowledge and skills of accounting personnel shobdl regularly enhanced
through generic training, including refresher cesrand workshops;

(g) Public Financial Management Reforms such as imphatien of the Integrated
Financial Management Information System (IFMIS) ddocontinue to be given
serious attention by all policy makers. IFMIS inrfpaular should be regularly
reviewed and upgraded as a means of enhancinglircbutrol.
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