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RESERVE BANK OF MALAWI

DIRECTORS' REPORT AND STATEMENT OF DIRECTORS’ RESPONSIBILITIES
For the year ended 31 December 2016

INTRODUCTION

The directors present the Reserve Bank of Malawi (the “Bank’’) consolidated and separate annual financial statements for
the year ended 31 December 2016.

This report addresses the performance of the Bank and its subsidiary (Export Development Fund Limited) (the “Group”)
during the year under review.

These consolidated and separate annual financial statements have been prepared on a going concern basis taking
cognisance of the unique aspects relating to some of the Bank’s functions as stipulated under the Reserve Bank of Malawi
Act,(Cap. 44:02 of the Laws of Malawi), as well as the Bank's relationship with the Government of Malawi.

The consolidated and separate annual financial statements have been prepared by management in accordance with
International Financial Reporting Standards (IFRSs) and the requirements of the Reserve Bank of Malawi Act,(Cap. 44:02
of the Laws of Malawi). They include full and responsible disclosures and are based on appropriate accounting policies
which have been applied consistently and which are supported by reasonable and prudent judgments and estimates. The
integrity and objectivity of the information in these annual financial statements are management’s responsibility.
Management is responsible for ensuring that all information in this report is consistent with the annual financial
statements.

These consolidated and separate annual financial statements have been audited by the Bank’s independent auditors,
KPMG (Malawi) and KPMG Inc. (South Africa), who were given unrestricted access to all financial records and related
data, including minutes of the meetings of the Board and the Board Audit Committee.

NATURE OF BUSINESS

The Reserve Bank of Malawi is the Central Bank of the Republic of Malawi, created and regulated by the Reserve Bank of
Malawi Act, (Cap. 44:02 of the Laws of Malawi). The principal objectives of the Reserve Bank of Malawi are as follows :

to issue legal tender currency in Malawi;

to act as banker and advisor to the Government;

to maintain external reserves so as to safeguard the international value of the currency;

to implement measures designed to influence the money supply and the availability of credit, interest rates and
exchange rates with the view to promoting economic growth, employment, stability in prices and a sustainable
balance of payments position;

o to promote a sound financial structure in Malawi including payment systems, clearing systems and adequate financial
services;

to promote money and capital markets in Malawi;

to act as lender of last resort to the banking system;

to supervise banks and other financial institutions;

to collect economic data of the financial and other sectors for research and policy purposes; and

to promote development in Malawi.

e o o o

EXPORT DEVELOPMENT FUND LIMITED (EDF)

The Export Development Fund Limited (EDF) was set up by the Malawi Government through the Reserve Bank of Malawi
with its major objective being to ensure that Malawi’s vast export potential and business opportunities are exploited in
order to generate the much needed foreign exchange for the country.

In pursuance of this major objective, the EDF:

serves as a pool of financial resources for export diversification and growth;

offers insurance to exporters against payment risks;

refinances participating financial institutions;

provides guidance in export-related activities;

encourages production and value addition for exports;

generates foreign exchange as well as create employment; and

provides guarantees and financial services and products to persons involved in export trade.
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DIRECTORS’ REPORT AND STATEMENT OF DIRECTORS’ RESPONSIBILITIES (CONTINUED)
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EXPORT DEVELOPMENT FUND LIMITED (EDF) (continued)
Export Development Fund (EDF) Limited was registered as a limited liability company on the 6% of February 2012. The

company was registered with a share capital of K500 million (Five Hundred Million Kwacha) divided into 500 million shares of
K1.00 (One Kwacha) each. During the year ended 31 December 2015, an additional 50 million shares of K1 each were issued
bringing the total share capital to MK 550 million ( Five Hundred and Fifty Million Kwacha) divided into 550 million ordinary
shares of one Kwacha each. Further to this, additional paid in capital of K2, 150 million was injected in 2015 by the Bank in
EDF, bringing the Bank’s total investment in EDF to K2, 700 million. At the moment, Reserve Bank of Malawi holds 99.99% of
the equity in EDF.

COMPLIANCE WITH THE REQUIREMENTS OF THE RESERVE BANK OF MALAWI ACT (CAP. 44:02 OF THE LAWS OF
MALAWI)

Government borrowing from the Reserve Bank of Malawi is guided by section 40 of the Reserve Bank of Malawi Act, (Cap.
44:02 of the Laws of Malawi), which stipulates that the total amount of advances outstanding at any time made by the
Bank under this section shall not exceed 10 percent (10 percent in 2015) of the domestic revenue of the Government for
the previous financial year. As at 31 December 2016, the outstanding Advances to Government did not exceed the legal
limit.

In order for Government to remain within the legal borrowing limit, Reserve Bank of Malawi monitors the Government’s
financial position on a daily basis, and reports accordingly. Detailed statistics and reports are produced and sent daily to
Government. The reports contain information on revenue collected, expenditure incurred, overall net position, financing,
current and outstanding net position of Ways and Means Advances, among others.

BOARD OF DIRECTORS

The following directors served on the Board:

Name Position Period
Mr. Charles Chuka Governor & Chairman Full Year
Ms. Meg Kajiyanike Deputy Governor, Operations Full Year
Dr. Naomi Ngwira Deputy Governor, Economic Services Full Year
Dr. Grant Kabango Deputy Governor, Supervision Full Year
Dr. Ronald Mangani Secretary to the Treasury - Ex Officio member Full Year
Justice I. J Mtambo Member Full Year
Mr. David Leslie Grimes Member Full Year
Mrs. Dorothy Ngwira Member Full Year
Ms. Rosemary Mkandawire Member Full Year
Dr. Richard Mussa Member Full Year
FINANCIAL POSITION

The statements of financial position are presented on pages 7 and 8. Total assets of the Group increased by K261,286
million during the year. Significant increases were in treasury notes (K244,447 million), cash and cash equivalent balances
(K25,582 million), treasury bills (K19,318 million) and, advances to Malawi Government (K6,992 million). The increases
were offset by decreases in promissory notes (K38,871 million), balances with foreign banks (K6,050 million) and special
drawing rights (K3,268 million).

Significant increases in the liabilities were in other OMO deposits (K169,226 million), notes and coins in circulation
(K44,478 million), borrowings (K43,753 million), other domestic liabilities (K264 million), government deposits (K5,841)
and allocation of special drawing rights (K3,390 million). The increases were offset by a decrease in bankers’deposits
(K9,845million) and other foreign deposits (K5,857 million).

INTEREST IN CONTRACTS
There were no contracts entered into during the year in which directors or officers of the Group had interests that
significantly affected the affairs or business of the Group.
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BOARD OF DIRECTORS (Continued)

GOING CONCERN

The directors have made an assessment and concluded that the Bank and its subsidiary will be able to continue as a going
concern and it is appropriate to prepare the consolidated and separate annual financial statements on a going concern
basis.

THE ROLE OF THE BOARD OF DIRECTORS

The Board of Directors (“the Board”) is responsible for ensuring that management fulfills its responsibilities for
financial reporting and internal controls and exercises this responsibility through the Board Audit Committee (“the
Committee”). The Committee is therefore qualified to review the consolidated and separate annual financial
statements and to recommend their approval by the Board. The Committee is mandated by its Charter to meet
management and the internal and external auditors.

The Committee evaluates the independence of the external auditors and reviews all services provided by them. The
Committee has a duty to review the adoption of, and changes in accounting principles and procedures that have a
material effect on the consolidated and separate annual financial statements and to review and assess key
management proposals including risk management issues and make recommendations on the same for approval. The
Board considers and where necessary, approves the Committee's recommendations.

The consolidated and separate annual financial statements on pages 6 to 77 were approved by the Board on 31 March

2017 and are st on its behalf by:

Governor andChairman of the Board Chairperson, Bdard Audit Committee
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INDEPENDENT AUDITORS' REPORT
TO THE SHAREHOLDER OF THE RESERVE BANK OF MALAWI

Opinion

We have audited the consolidated and separate financial statements of Reserve Bank of Malawi (the Group and Bank)
set out on pages 6 to 77, which comprise the statements of financial position as at 31 December 2016, and the
statements of profit or loss and other comprehensive income, the statements of changes in equity and statements of

cash flows for the year then ended, and the notes to the financial statements, including a summary of significant
accaunting policies.

In our opinion, the consolidated and separate financial statements give a true and fair view, of the consolidated and
separate financial position of the Reserve Bank of Malawi as at 31 December 2016, and of its consolidated and
separate financial performance and its consolidated and separate cash flows for the year then ended in accordance

with International Financial Reporting Standards and the requirements of the Reserve Bank of Malawi Act {Cap. 44:02
of the Laws of Malawi).

Basis for opinion

We conducted our audit in accardance with the International Standards on Auditing {ISAs). Our responsibilities under
those standards are further described in the Auditors’ responsibilities for the audit of the consolidated and separate
financial statements section of our report. We are independent of the Group and Bank in accordance with the
International Ethics Standard Board for Accountants' Code for Ethics for Professional Accountants {IESBA Code) and
we have fulfilled our ethical responsibilities in accordance with the IESBA code. We believe the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our apinion.

Other information

The directors are responsible for the other information. The other information comprises the Directors’ Report and
Statement of Directors’ Responsibilities, The other information does not include the consolidated and separate financial
statements and our auditors’ report thereon.

Our opinion on the consolidated and separate financial statements does not cover the other information and we do not
express an audit opinion or any form of assurance conclusion thereon.

In connection with our audit of the consalidated and separate financisl statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent with the
consalidated and separate financial statemenis or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the consolidated and separate financial statements

The directors are responsible for the preparation of the consolidated and separate financial statements that give a true
and fair view in accordance with International Financial Reporting Standards and the requirements of the Reserve
Bank of Malawi Act, (Cap. 44:02 of the Laws of Malawi) and for such internal contral as the directors determine is

necessary to enable the preparation of consolidated and separate financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated and separate financial statements, the directors are responsible for assessing the
Group's and Bank's ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors either intend to liquidate the Group and/or Bank
or to cease operations, or have no realistic alternative but to do so.

Resident Partners L M. Gama. H B Nyrenda, B.J Mwenelupembe. J.C Gonewe, G Tembe ‘ .
KPMG Laawm. a momber fum of the KPMG nutaark of independent member fems atfitiated with KPLIG mieinatenalCocperave ('KPMG Internatona ) a swiss entt,
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Audftors’ responsibllities for the audit of the consolidated and separate financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated and separate financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs 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 aggregats, they could reasonably be expected

to influence the economic decisions of users taken on the basis of these consolidated and separate financial
statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional scepticism
throughout the audit. We also:

° Identify and assess the risks of material misstatement of the consolidated and separate financial statements,
whether due to fraud or error, deslgn and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our 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.

e Obtain an understanding of internal control relevant to the audit In order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group's and Bank's internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

° Conclude on the appropriateness of the directars’ use of the going concern basis of accounting and based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group's and Bank's ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditors’ report to the related disclosures
in the consolidated and separate financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditors’ report.
However, future events or conditions may cause the Group and/or Bank to cease to continue as a going
concern.

o Evaluate the overall presentation, structure and content of the consolidated and separate financial statements,
including the disclosures, and whether the consolidated and separate financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

° Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are responsible
for the directian, supervision and performance of the Group audit. We remain solely responsible for our audit
opinion.

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal contral that we identify during our audit.

/(M PG e

KPMG KPMG Inc.
L Wl
el Mwenelupémhe Vane&sa Yulll
hartered Accountant (Malawi) Chartered Accountant (SA)
Partner Registered Auditor
Director
Lilongwe, Malawi Johannesburg, Republic of South Africa
Date: 31 March 2017 Date: 31 March 2017
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RESERVE BANK OF MALAWI

STATEMENTS OF FINANCIAL POSITION
As at 31 December 2016

ASSETS

Foreign Assets

Cash and cash equivalents

Balances with foreign banks

Special drawing rights

Gold reserves

Investment in Norsad Finance Limited

Total Foreign Assets

Domestic Assets

Cash and cash equivalents
Advances to Malawi Government
Other assets

Investments in Malawi Government:
- promissory notes

- treasury notes

- treasury bills

Property and equipment

Intangible assets

Investment in Export Development Fund

Investment in Malswitch

Total Domestic Assets

TOTAL ASSETS

10
1

12
13
14
15
16
17
18

Consolidated Separate
31 Dec 31 Dec
2016 2016
K'm K'm
2,995 2,995
424,790 424,790
66 66
10,638 10,638
2,379 -
440,868 438.489
27,690 26,241
34,858 34,858
24,688 17,513
18,981 18,981
401,625 401,625
28,667 28,667
68,134 68,041
3,638 3,638
- 2,700
17 17
608,298 602,281
1,049,166 40,77

Consolidated  Separate
31 Dec 31 Dec
2015 2015
K’'m K'm
1,427 1,427
430,840 430,840
3,334 3,334
8,939 8,939
2,207 -
446,747 444,540
3,676 1,801
27,866 27,866
14,370 9,962
57,867 57,867
157,178 157,178
9,349 9,349
67,115 66,997
3,710 3,710

- 2,700

17 17
341,148 337,447
187,895 781,987

The notes on pages 14 to 77 are an integral part of these annual consolidated and separate financial statements.
























































































































































































































