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It gives me pleasure to 
present the Annual Report 

of the Roads Fund 
Administration for the 

nancial year 2013/2014. 

GEORGE PARTRIDGE

CORPORATE GOVERNANCE AND THE BOARD OF DIRECTORS

The Board continued with the observance of good corporate governance 
practices and the implementation of the comprehensive Board Charter which 
was adopted in the previous �nancial year.

HIGHLIGHTS OF THE YEAR

I am pleased to report that during the �nancial year under review, the Roads 
Fund Administration continued to register successes in its service to the road 
user through the provision and management of funds for road maintenance, 
rehabilitation and construction in the country.

During the year under review, the RFA publicly launched the its Fraud & 
Corruption Prevention Policy where a number of key stakeholders were invited. 
The policy provides a mechanism through which the Roads Fund Administration 
will harness efforts of board members, management, employees and other 
stakeholders in addressing fraud and corruption in the road �nancing.

The Board continued to enhance corporate governance activities through the 
engagement with our key implementing partners. During the course of the year, 
the RFA board initiated corporate governance training for the directors and management of the RFA and the Roads 
Authority. The training aimed at familiarising directors and management of the two institutions with the statutory 
roles, structures and processes with a view to improve relationships between the two bodies.

A joint board meeting between the RFA and the Roads Authority was also held to address common concerns which 
were adversely impacting on efficient and effective road management.

The Roads Fund Administration initiated a review of its Strategic Plan after the expiry of the �rst �ve year plan 2009 
to 2014. The �rst plan had laid down the foundation and mapped out the approach for the Roads Fund 
Administration to raise stable funds for the construction, maintenance and rehabilitation of public roads and to 
ensure efficient, effective and transparent utilisation of the funds.

The Board is pleased to report that the RFA had achieved some of the set out objectives in the plan while others were 
not achieved. The total fuel levy had grown from MK8.6billion to MK11.9billion a signi�cant growth of 38.4percent 
over the �ve year period.

However, despite this signi�cant growth the roads fund fuel levy had stagnated in real terms from US19 Cents in 
2009 to US11Cents per litre for petrol over the period translating to a depreciation in value of 8cents per litre of 
petrol.

This loss in value, coupled with low fuel volume importations during the year under review exerted pressure on the 
roads fund. The total revenue collected for the roads fund was at MK11.9billion. 
    
The Board will also continue to assist management to identify new sources of the road fund as opposed to relying on 
the fuel level and international transit fees only.

CHALLENGES FACED DURING THE YEAR

The Roads Fund Administration had continued to experience a number of challenges during the nancial 
year under review. The most signicant challenge was the suspension of donor support to Malawi 
Government due to the looting of public funds through the Integrated Financial Management Information 
System (IFMIS) famously called the cash gate.

THE�CHAIRMAN'S�REPORT



The effects of the cash gate were huge on the RFA operations since our cooperating partners who provide co-
nancing of the development budget had withheld 50percent of their support towards the development 
projects.
 
The suspension of donor support was unexpected hence Government was challenged to meet its obligations 
using its own meagre resources for development projects and national needs. Government had to prioritise its 
needs hence most of the planned road maintenance needs could not be met. 

During the period the RFA also lost its Chief Executive Ofcer, Mr. Hennox Mazengera who passed away on the 
10th August 2013 after a short illness. The passing on of the CEO left the Administration without strategic 
leadership for the large part of the year. Mr. Mazengera had served the RFA for a period of six years.

Mr. Malata is an experienced and 
visionary leader and the board is 
assured of continued success. 

The Board is looking forward to 
greater achievements as the RFA 
formulates a revised strategic 
plan to effectively run from 2015 
to 2019. 

George B Partridge
Board Chairman

amount of work they have had to 
put in during the year. 

Let me pay tribute to the former 
Chief Executive Ofcer for his 
contribution to the RFA. On the 
same note may I extend my 
appreciation to the management 
team and staff led by Mr. Alex 
Makhwatha for steering the 
organisation during the 
challenging period. 

Finally, I would like to welcome on 
board the new Chief Executive 
Ofcer, Mr Stewart Malata who 
joined the RFA on 16th June 2014. 

CONCLUSION

I am excited to report that the 
Roads Fund Administration has 
nevertheless continued to build 
on the successes so far achieved 
despite the nancial problems. 
This is being done in 
collaboration with our 
implementing partners and 
several other bodies whose 
support and cooperation I would 
like to acknowledge. 

I would like to extend my sincere 
appreciation to all fellow directors 
on the Board for the tremendous 

City road rehabilitation
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THE COMMUNITY ROAD 
MAINTENANCE PROGRAMME

This is the second year that the 
Roads Fund Administration has 
been supporting the labour based 
road maintenace programme 
under the name Community Road 
Maintenance Programme (CRMP). 
During the period under review 
there was increased expenditures 
under this programme from 
K308.0 million in the previous year 
to K317.0 million. Currently the 
programm covers �fteen districts 
and 2,324 bene�ciaries.

INSTITUTIONAL LEARNING AND 
GROWTH

The Roads Fund Administration 
continues to bench mark itself 
with sister organisations in the 
region through its membership to 
the African Roads Maintenance 
Fund Association (ARMFA). During 
the period under review, the Roads 
Fund Administration hosted 
officials from the Uganda Roads 
Fund who were on a study tour to 
learn best practices in various 
aspects of road fund management. 
The Roads Fund Administration 
continues to be an active member 
of the ARMFA and continues to 
bene�t from best practices.
 
TRAINING AND DEVELOPMENT

As part of talent management in 
order to retain a highly skilled and 
motivated workforce, the Roads 
Fund Administration continued to 
provide various trainings both 
locally and internationally during 
the period under review.
A number of staff were also trained 
in various aspects of their sphere 
of work to enhance their 
performance and productivity.

I am pleased to present the  
Roads Fund 

Administration's annual 
report covering the period 

1July 2013 to 30 June 2014. 
This is also the year that 

marks the end of the 
Administration's rst ve 
year strategic plan period 
during which a number of 

strategic objectives that 
were set out in that plan 

were completed. 

STEWART MALATA

This resulted in signi�cant scaling 
down of maintenance works to 
avoid overcommitments which 
could have resulted in arrears. 
During the period under review, 
the situation improved greatly. All 
current period fuel levies were 
received without undue delays 
and this has translated into 
improved cash�ows. Consequently 
road works expenditures have  
increased signi�cantly. 

Despite the growth in revenues 
and the consequential increase in 
road works expenditures, the need  
for more resources to meet the 
demand for road maitenance 
works remains a key challenge. 
Going forward, the Roads Fund 
Administration will  explore ways 
of consolidating and enhancing 
the current revenue sources. It will 
also explore new  revenue streams 
inorder to grow the the revenue 
base.

STRATEGY

Our strategy continues to focus on 
enhancing the revenue base, value 
for money for all expenditures, 
provision of superior client service 
and achieving high levels of 
efficiencies in our internal 
procsses. Investing in our staff will 
remain key in the coming years. As 
a fund manager for public 
resources, our intolerance levels to 
corruption will remain extremely 
high. The Roads Fund 
Administration will therefore 
continue to be an active member 
of the Business Action Against 
Corruption(BAAC) and also the Tip 
Offs Anonymous Hotline Service. 
These focus areas will be part of 
the targets in our next strategic 
plan covering the period 2014 to 
2019

PERFORMANCE OF THE ROADS 
FUND

The year registered a 27% growth 
in income;  from MK9.4 billion in 
the �nancial  year 2012/2013 to 
MK11.9 billion. The growth is 
largely driven by 25% (K2.0 billion) 
growth in fuel levy on account of 
improved availability of fuel with 
no stock outs and 71%.% (K625.5 
million) growth in road user 
charges on account of improved 
transit fee collection efficiencies 
following  the introduction of 
computer generated receipting 
system.

Road works expenditure was 
MK8.5 billion compared to K3.4 
billion of the previous year. This is 
over 100% increase. The previous 
year was fraught with extreme 
liquidity challenges due to 
unremitted fuel levies in that year. 

CHIEF�EXECUTIVE�OFFICERʼS�REPORT
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(MRA) for their support in revenue 
collection for the the roads fund.

To the road sector cooperating 
partners; the the African 
Development Bank, the World 
Bank, the European Union, the 
Kuwait Fund for Arab Economic 
Development, OPEC Fund for 
International Development (OFID), 
the Saudi Fund for Development  
and the Arab Bank for Economic 
Development in Africa (BADEA). I 
would like to express our gratitude 
for the support rendered to the 
Roads Fund Administration and 
the country at large.

Stewart Malata
Chief Executive Officer

Administration; for steering the 
organisation after the passing on 
of our former Chief Executive 
Officer. My gratitude also extends 
to the executive team and all 
members of staff for their 
commitment to duty. 

I would also like to thank our 
implementing agencies; the Roads 
Authority and the Directorate of 
Road Traffic and Safety Services for 
their respective roles in the road 
sector in Malawi. We will continue 
to create a conducive environment 
to ensure that our relationship 
with these institutions lead to 
better service delivery in the road 
sector. 

I would also like to express our 
gratitude to  the Malawi Energy 
Regulatory Authority (MERA) and 
the Malawi Revenue Authority 

PROSPECTS

The Roads Fund Administration is 
poised to consolidate and build on 
the gains made in the year under 
review. There will be continued 
focus on enhancing the revenue 
base to raise more reosurces. In 
addition, every effort will be made 
to deliver to our stakeholders, 
superior service at all times and 
ensure that there is value for 
money.

APPRECIATION

I would like to thank the Chairman 
and all Board members for their 
continued sound guidance and 
support  during the year. Let me 
also thank the Head of Finance,  Mr 
Alex Makhwatha who acted as 
Chief Executive Officer until I 
joined the Roads Fund 

Mobile Axle Load Control - Directorate of Road Traffic & Safety Services
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THE BOARD

Mr George Partridge
Chairman

Mr Khuze Kapeta CF, SC
Vice Chairman

Mr Mathews Chikankheni
Member

Mrs Wezi Mjojo
Member

Mr Newby Kumwembe
Member ex officio

Mr Burton Kachinjika
Member

Mr Ben Botolo
Member ex officio
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BOARD OF DIRECTORS’ ACTIVITIES

THE DIRECTORATE

A board of seven directors directs the operations of the 
Roads Fund Administration. Two of these are ex-officio 
members, the secretary to the treasury and the 
secretary for Economic Planning and Development. 
One member represent the interest of the general 
public and the other four represent the designated 
institutions, namely;

Ÿ Financial institutions (represented by the Bankers 
Association of Malawi)

Ÿ The Malawi Confederation of Chambers of 
Commerce and Industry (MCCCI)

Ÿ The fuel pricing authority (currently the Malawi 
Energy Regulatory Authority)

Ÿ The National Local Government Finance 
Committee.

The following directors served in the office during the 
year under review:

Ÿ Mr  George Partridge (representing the �nancial 
institutions)

Ÿ Mr Mathews Chikankheni (representing the Malawi 
Confederation of 

Ÿ Chambers of Commerce and Industry)
Ÿ Mr Burton Kachinjika (representing the fuel pricing 

authority)
Ÿ Mrs Wezi Mjojo (representing the National Local 

Government Finance Committee)
Ÿ Mr Khuze Kapeta (representing the general  interest 

of the public)
Ÿ Mr Newby Kumwembe (the Secretary to the 

Treasury)
Ÿ Mr Ben Botolo (the Secretary for Economic Planning 

and Development)

BOARD MEETINGS

The Roads Fund Administration Board is, by law, 
required to meet at least once every two months. In 
the eight months period from November 2012 to June 
2013, the board had four meetings and it complied 
with the legal requirement to meet every two months.

BOARD COMMITTEES

To effectively discharge its duties, the board 
maintained its two committees, namely the Finance 
and Audit committee, and the Remuneration, 
Appointments, Disciplinary and Administration 
Committee.

Finance and Audit Committee

The �nance and Audit Committee is responsible for 
assisting the Board in overseeing the Roads Fund 
Administration's �nancial reporting process the system 
of internal controls, the audit process, and the process 
for monitoring  compliance with laws and regulations 
as guided  b y its terms of reference.

Between November 2012 and June 2013, the �nance 
and Audit Committee met twice and its membership 
comprised of:

Ÿ Mr Mathews  Chikankheni     Chairperson  
Ÿ Mr Burton Kachinjika               Member
Ÿ Mr Newby Kumwembe           Member
 
Remuneration, Appointments, Disciplinary 
and Administration Committee

The following directors were members of the 
Remuneration, Appointments, Disciplinary and 
Administration Committee during the year under 
review:

Ÿ Mr Khuze Kapeta, SC             Chairperson
Ÿ Mrs Wezi Mjojo                          Member
Ÿ Mr Ben Botolo                       Member

The Principal function of the Remuneration, 
Appointments, Disciplinary and Administration 
Committee is assist the Board in directing the Roads 
Fund  Administration and human resources policies 
such as staff remuneration and  development, 
management recruitment and organization 
development.

The Remuneration, Appointments, Disciplinary and 
Administration and Finance and Audit Committees 
met four times between July 2013 and June 2014. 

.
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THE SECRETARIAT

The Secretariat is responsible for the day to day operations of the Roads Fund Administration. The Secretariat's 
senior management is made up of the Chief Executive Officer and three heads of departments. 

The Chief Executive Officer is responsible and accountable to the board for the exercise of Board's delegated 
powers and the general performance of the functions of the Roads Fund Administration. 

The Secretariat's staff compliment as at 30th June 2014 was at full establishment with 43 members of staff, 
including 15 border cashiers and 5 transit fees inspectors.

Mr Alex Makhwatha
Head of Finance

Mr Stewart Malata
Chief Executive Officer

Mr Ezra Dzoole
Company Secretary -
Head of Administration

Mr Francis Haiya
Head of Audit
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FINANCIAL PERFORMANCE

The operating results and �nancial position of 
the Fund are set out in the statements of pro�t 
or loss and other comprehensive income, 
�nancial position, changes in equity and cash 
�ows and other explanatory notes.
  
AUDITORS

The Fund's auditors, KPMG, Certi�ed Public 
Accountants and Business Advisors (Malawi), 
have indicated their willingness to continue in 
office.

The directors of the Roads Fund Administration 
have pleasure in submitting their report on the 
annual �nancial statements for the Roads Fund 
for the year ended 30 June 2014.

INCORPORATION AND REGISTERED 
OFFICE

Roads Fund is a Fund set up under Section 18 of 
the Roads Fund Administration Act No. 4 of 
2006. The Roads Fund is administered and 
managed by the Roads Fund Administration. 
The address of the Roads Fund Administration's 
registered office is:

Roads Fund Administration
Ngerengere Complex - Off Mchinji Road
Private Bag 369 
LILONGWE 3
 
BUSINESS ACTIVITIES

The principal purpose of the Roads Fund 
according to Section 19 of the Act is to �nance:

a) The maintenance and rehabilitation of 
public roads and surveys and monitoring 
related to such maintenance and 
rehabilitation of public roads;

b) On a cost sharing basis, routine and periodic 
maintenance of roads, tracks and trails 
under the responsibility of a City, Town, 
Municipal or District Assembly, as the case 
may be, for the purposes of the Act; and

c) Emergency works on public roads a 
provision for which shall be made in the 
annual budget of the Roads Fund 
Administration.

29TH OCTOBER 2014

George B Partridge
Board Chairman

Matthews Chikankheni
Director

ROADS FUND

DIRECTORS’ REPORT
For the year ended 30 June 2014



STATEMENT OF THE DIRECTORS' RESPONSIBILITIES
For the year ended 30 June 2014

The Roads Fund Administration Act requires the directors to prepare nancial statements for each 
nancial year which give a true and fair view of the state of affairs of the Fund as at the end of each 
nancial year and of the operating results of that year.

The Act also requires the directors to ensure the Fund keeps proper accounting records which disclose 
with reasonable accuracy at any time the nancial position of the Fund and enable them to ensure that 
the nancial statements comply with the Roads Fund Administration Act.

In preparing these nancial statements, the directors accept responsibility for the following: 

Ÿ Maintenance of proper accounting records;
Ÿ Selection of suitable accounting policies and applying them consistently;
Ÿ Making judgements and estimates that are reasonable and prudent;
Ÿ Compliance with applicable accounting standards, when preparing nancial statements, subject to 

any material departures being disclosed and explained in the nancial statements; and
Ÿ Preparation of nancial statements on a going concern basis unless it is inappropriate to presume 

that the Fund will continue in business.

The directors also accept responsibility for taking such steps as are reasonably open to them to 
safeguard the assets of the Fund and to maintain adequate systems of internal controls to prevent and 
detect fraud and irregularities.

Nothing has come to the attention of the directors to indicate that the Fund will not remain a going 
concern for at least the twelve months from the date of this statement.   

The directors are of the opinion that the nancial statements give a true and fair view of the state of the 
nancial affairs of the Fund and of its operating results.

Approval of nancial statements

The nancial statements of the Fund, as indicated above, were approved by the Board of Directors on 
29th October,  2014 and signed on its behalf by:

2014 ANNUAL REPORT | 14
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Board Chairman
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Director
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STATEMENT OF FINANCIAL POSITION
At 30 June 2014 
(In Thousands of Malawi Kwacha)

         Notes 2014 2013

ASSETS

Current assets
Trade and other receivables    4 5,162,003 6,442,054
Investments      5 158,016 112,417
Cash and cash equivalents    6   1,442,357 489,583

Total current assets        6,762,376   7,044,054

Total assets         6,762,376 7,044,054

RESERVE AND LIABILITIES

Reserves
Accumulated surplus         4,939,828 4,441,957

Current liabilities
Payables      7 1,639,741 1,326,224
Advances from Malawi Government   8 - 470,388
Deferred income      14,477 25,029
Provisions      9 - 29,105
Tax payables      10  168,330 751,351

Total current liabilities       1,822,548 2,602,097

Total reserves and liabilities       6,762,376 7,044,054

These �nancial statements were approved for issue by the Board of Directors on 29th October, 2014 and 
were signed on its behalf by:

George B Partridge
Board Chairman

Matthews Chikankheni
Director

These �nancial statements are to be read in conjunction with the notes on pages 20 to 31
The independent auditor's report is on page 15
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         Notes  2014 2013

INCOME

Fuel levy        10,129,124 8,119,670
Roads users charges       1,506,260 880,806
Interest income        95,240 291,224
Sundry income             144,039       71,188

Total income         11,874,663  9,362,888

EXPENDITURE

Road works expenditure    11  8,552,164 3,380,664
Roads Authority funding    12  1,382,000 1,028,163
Roads Fund Administration funding   12  760,636 575,792
Roads safety programmes      80,355 81,258
IGPWP Community roads      317,967 308,113
Road Traffic Management      268,845 225,068
Bank charges and commissions              14,825 30,599

Total expenditure        11,376,792 5,629,677

SURPLUS FOR THE YEAR            497,871 3,733,211

ROADS FUND

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
For the year ended 30 June 2014
(In Thousands of Malawi Kwacha)

These �nancial statements are to be read in conjunction with the notes on pages 20 to 31
The independent auditor's report is on page 15
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           Accumulated Total
          surplus reserves

Year ended 30 June 2013

Balance as at 1 July 2012      708,746 708,746
Surplus for the year         3,733,211 3,733,211

Balance at 30 June 2013        4,441,957 4,441,957

Year ended 30 June 2014

Balance as at 1 July 2013      4,441,957 4,441,957
Surplus for the year            497,871 497,871

Balance at 30 June 2014        4,939,828 4,939,828

STATEMENT OF CHANGES IN RESERVES
For the year ended 30 June 2014 
(In Thousands of Malawi Kwacha)

These �nancial statements are to be read in conjunction with the notes on pages 20 to 31
The independent auditor's report is on page 15
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     Notes 2014 2013

Cash �ows from operating activities

Surplus for the year  497,871 3,733,211
Adjustments for:
Interest receivable  (95,240) (291,224)
(Decrease)/increase in payables
(including deferred income and taxes payables)  (309,161) 751,028
Increase/(Decrease) in receivables  (1,280,051) (4,079,759)

Cash in�ow from operating activities  1,373,521 113,256

Cash �ows from investing activities  
Interest received  95,240 291,224 

Net cash generated from investing activities  95,240 291,224 

Cash �ows from investing activities

Movement in advance from Malawi Government  (470,388) 186,358
 
Increase in cash and cash equivalents  998,373 590,838
Cash and cash equivalents at the beginning of year  602,000 11,162

Cash and cash equivalents at the end of the year  1,600,373 602,000

ADDITIONAL INFORMATION

Increase in net working capital  497,871 3,733,211

Cash and cash equivalents comprises:
Investment  5 158,016 112,417
Bank and cash balances 6 1,442,357 489,583

       1,600,373 602,000

ROADS FUND

STATEMENT OF CASH FLOWS

These �nancial statements are to be read in conjunction with the notes on pages 20 to 31
The independent auditor's report is on page 15

For the year ended 30 June 2014 
(In Thousands of Malawi Kwacha)
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NOTES TO THE FINANCIAL STATEMENTS

1. REPORTING ENTITY
 
The Roads Fund was set up under the Roads Fund Administration Act No. 4 of 2006. The principal purpose 
of the Roads Fund according to Section 19 of the Act is to nance:

Ÿ The maintenance and rehabilitation of public roads and surveys and monitoring related to such 
maintenance and rehabilitation of public roads;

Ÿ On a cost sharing basis, routine and periodic maintenance of roads, tracks and trails under the 
responsibility of a City, Town, Municipal or District Assembly, as the case may be, for the purposes of 
the Act; and

Ÿ Emergency works on public roads a provision for which shall be made in the annual budget of the 
Roads Fund Administration. 

The Roads Fund is administered and managed by the Roads Fund Administration.

2. BASIS OF PREPARATION

 2.1  Statement of compliance
   The nancial statements have been prepared in accordance with International Financial  

   Reporting Standards (IFRSs) issued by the International Accounting Standards Board (IASB) 
   and in accordance with the requirement of the Roads Fund Administration Act.

 2.2  Basis of preparation
   The nancial statements have been prepared on the historical cost basis. 

 2.3  Functional and presentation currency
   These nancial statements are presented in Malawi Kwacha, which is the Fund's functional  

   currency.

 2.4  Use of estimates and judgements
   The preparation of nancial statements in conformity with IFRSs requires management to 

   make judgements, estimates and assumptions that affect the application of policies and  
   reported amounts of assets and liabilities, income and expenses. The estimates and 
   associated assumptions are based on historical experience and various other factors that are 
   believed to be reasonable under the circumstances, the results of which form the basis of 
   making the judgements about carrying values of assets and liabilities that are not readily 
   apparent from other sources.  Actual results may differ from these estimates.

   The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 
   accounting estimates are recognized in the period in which the estimate is revised if the 
   revision affects only that period or in the period of the revision and future periods if the 
   revision affects both current and future periods.

   Key sources of estimation uncertainty
   
   Severance pay provision

   The provision was the Roads Fund's estimated liability in respect of severance pay based on the 
   provision of the Employment Act, 2000. The amount has been written back after the 
   implementation of the new Pension Act as there is no expectation that payments will be made 

For the year ended 30 June 2014 



2. BASIS OF PREPARATION (continued)
   in respect of employee termination that resulted from the split and transfer of functions of the 
   National Roads Authority to the Roads Authority and Roads Fund Administration. 

   Provision for doubtful receivables

   As detailed in note 4 to the nancial statements a provision of K2,800.0 million (2013: K2,800.0 
   million) has been maintained against receivables.  No new provision has been made in the 
   current year in respect of the past fuel levy receivable since recoverability appears to be 
   certain in respect of amounts that accumulated during the fuel supply problems.

 2.5  New standards and interpretations not yet adopted
   A number of new standards, amendments to standards and interpretations are effective for 

  the annual period beginning after 1 January 2013, and have not been applied in preparing 
  these nancial statements. Those which may be relevant to the Fund are set out below:

  IFRS 9 Financial Instruments (2010) and IFRS 9 Financial Instruments (2013)
  IFRS 9 (2009) introduces new requirements for the classication and measurement of 
  nancial assets.  IFRS 9 (2010) introduces additions relating to nancial liabilities.  The IASB 
  currently has an active project to make limited amendments to the classication and 
  measurement requirements of IFRS 9 and add new requirements to address the impairment 
  of nancial assets and hedge accounting.

  The IFRS 9 (2009) requirements represent a signicant change from the existing 
  requirements in IAS 39 in respect of nancial assets. The standard contains two primary 
  measurement categories for nancial assets: mortised cost and fair value.  A nancial asset 
  would be measured at mortised cost if it is held within a business model whose objective is to 
  hold assets in order to collect contractual cash ows, and the asset's contractual terms give 
  rise on specied dates to cash ows that are solely payments of principal and interest on the 
  principal outstanding. All other nancial assets would be measured at fair value.

  The standard eliminates the existing IAS 39 categories of held to maturity, available-for-sale 
  and loans and receivables. For an investment in an equity instrument which is not held for 
  trading, the standard permits an irrevocable election, on initial recognition, on an individual 
  share-by-share basis, to present all fair value changes from the investment in other 
  comprehensive income.  No amount recognized in other comprehensive income would ever 
  be reclassied to prot or loss at a later date. However, dividends on such investments are 
  recognized in prot or loss, rather than other comprehensive income unless they clearly 
  represent a partial recovery of the cost of the investment. Investments in equity instruments 
  in respect of which an entity does not elect to present fair value changes in other 
  comprehensive income would be measured at fair value with changes in fair value 
  recognized in prot or loss.  The standard requires that derivatives embedded in contracts 
  with a host that is a nancial asset within the scope of the standard are not separated; instead 
  the hybrid nancial instrument is assessed in its entirety as to whether it should be measured 
  at amortised cost or fair value.

  IFRS 9 (2010) introduces a new requirement in respect of nancial liabilities designated under 
  the fair value option to generally present fair value changes that are attributable to the 
  liability's credit risk in other comprehensive income rather than in prot or loss. Apart from  
  this change, IFRS 9 (2010) largely carries forward without substantive amendment the 
  guidance on classication and measurement of nancial liabilities from IAS 39. IFRS 9 is 
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2. BASIS OF PREPARATION (continued)
  effective for annual periods beginning on or after 1 January 2015 with early adoption 
  permitted.  The IASB decided to consider making limited amendments to IFRS 9 to address 
  practice and other issues.  The Fund has commenced the process of evaluating the potential 
  effect of this standard but is awaiting nalisation of the limited amendments before the 
  evaluation can be completed.

  IAS 32 on offsetting �nancial assets and �nancial liabilities (2012)
  Disclosures – Offsetting Financial Assets and Financial Liabilities (amendments to IFRS 7) 
  introduces disclosures about the impact of netting arrangements on an entity's nancial 
  position. The amendments are effective for annual periods ending 31 December 2014 and 
  interim periods within those annual periods. Based on the new disclosure requirements the 
  Fund will have to provide information about what amounts have been offset in the statement 
  of nancial position and the nature and extent of rights of set-off under master netting 
  arrangements or similar arrangements.

  Offsetting Financial Assets and Financial Liabilities (amendments to IAS 32) clarify the 
  offsetting criteria in IAS 32 by explaining when an entity currently has a legally enforceable 
  right to set-off and when gross settlement is equivalent to net settlement.

  The amendments are effective for annual periods beginning on or after 1 January 2014 and 
  interim periods within those annual periods.  Earlier application is permitted.  Based on our 
  initial assessment, the Fund is not expecting a signicant impact from the adoption of the 
  amendments to IAS 32.  However, the adoption of the amendments to IFRS 7 required more 
  extensive disclosure about rights of set-off.

  IFRIC 21 Levies
  IFRIC 21 denes a levy as an outow from an entity imposed by a government in accordance 
  with legislation.  It conrms that an entity recognizes a liability for a levy when – and only 
  when – the triggering event specied in the legislation occurs.  IFRIC 21 is not expected to 
  have a material effect on the Fund's nancial statements.

3. SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies set out below have been applied consistently to all periods presented 
in these nancial statements.

 3.1  Foreign currency transactions
  The results and nancial position of the Roads Fund are expressed in Malawi Kwacha, which is 
  the functional currency of the Roads Fund, and the presentation currency for the nancial 
  statements.

  In preparing the nancial statements of the Roads Fund, transactions in foreign currencies are 
  recorded at the rates of exchange prevailing on the dates of the transactions. At each 
  statement of nancial position date, monetary items denominated in foreign currencies are 
  retranslated at the rates prevailing on the statement of nancial position date. Exchange 
  differences arising on the settlement and retranslation of monetary items are included in the 
  Statement of prot or loss and other comprehensive income for the year.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
 3.2  Financial instruments

  Financial assets and nancial liabilities are recognized on the Roads Fund's statement of 
  nancial position when the Roads Fund becomes a party to the contractual provisions of the 
  instrument. The Roads Fund classies its nancial assets in the following categories: nancial 
  assets at fair value through prot or loss; loans and receivables; held-to-maturity investments.

  Trade and other receivables
  Receivables are measured at initial recognition at fair value and subsequently at amortised 
  cost. Appropriate allowances for estimated irrecoverable amounts are recognized in the 
  statement of prot or loss and other comprehensive income when there is objective 
  evidence that the asset is impaired.

  Held -to- maturity investments
  The Roads Fund's held to maturity investments are initially measured at fair value and 
  subsequently at amortised cost, subject to impairment recognition using the effective 
  interest rate method. Short-term investments with nancial institutions maturing within 
  three months are treated as cash and cash equivalents.

  Financial Assets at fair value through Pro�t and Loss
  This comprises of bank and cash balances and term deposits that are readily convertible to a 
  known amount of cash and are subject to an insignicant risk of changes in value.

  Payables
  Payables are initially measured at fair value, and are subsequently measured at amortized 
  cost, using the effective interest rate method.

 3.3  Provisions
  Provisions are recognised when the Roads Fund has a present obligation (constructive or 
  legal) as a result of a past event, and it is probable that the Fund will be required to settle that 
  obligation and a reliable estimate can be made of the amount of the obligation.

  The amount recognised as a provision is the best estimate of the consideration required to 
  settle the present obligation at the statement of nancial position date.  Where a provision is 
  measured using the cash ows estimated to settle the present obligation, its carrying amount 
  is the present value of those cash ows.

  When some or all of the economic benets required to settle a provision are expected to be 
  recovered from a third party, the receivable is recognised as an asset if it is virtually certain 
  that reimbursement will be received and the amount of the receivable can be measured 
  reliably.

 3.4  Income
   Income for the Roads Fund principally comprises of fuel levy and road user charges.

   Fuel levy income is recognised on importation of fuel into the country.

   Road user charges income principally comprises international transit fees levied on foreign 
   road users and income is recognised at the point of entry into the roads of Malawi.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
   All road user charges received in advance is classied as deferred income and is released to 
   income upon issue of receipt.

   All income is measured at the fair value of the consideration received or receivable.

   Receipts from the Malawi Government and others of a revenue nature are recognised as 
   income of the Roads Fund in the year in which they are received, unless such funding is 
   intended to be matched against specic future expenditures, in which case it is recognised as 
   income on a matching basis as such expenditure is incurred.
 
   Interest income is accrued and taken to income on a time basis, by reference to the principal 
   outstanding and the interest rate applicable.

 3.5  Taxation
   Under the First Schedule of the Taxation Act, the Roads Fund is exempt from income tax.

4. TRADE AND OTHER RECEIVABLES
           2014 2013 

Fuel levy receivable       7,789,783 9,166,794
Mobilisation advances       96,696 74,903
Other receivables       75,524 357 
Provision for doubtful receivables     (2,800,000) (2,800,000)
 
Total receivables        5,162,003 6,442,054

The fuel levy is receivable from the Malawi Energy Regulatory Authority. The amount is supposed to be 
receivable within 52 days of importation of fuel into the country. In the 2013/14 �nancial year, the period 
was exceeded due to fuel supply problems. The amount does not earn any interest. 

Ageing of fuel levy receivable
Current         384,923 783,143
30-60 days        734,400 526,495
60-90 days        618,038 589,983 
90-120 days        88,528 230,751
Over 120 days         5,963,894 7,036,422
      
Total          7,789,783 9,166,794

As at 30 June 2014, fuel levy receivable which was past due but not yet received amounted to K6, 670 
million (2013:  K7, 857 million). 

Movement in provision for doubtful receivables   2014 2013

Balance at the beginning of the year     2,800,000 2,809,277
Amounts recovered during the year                    - (9,227)
 
Balance at the end of the year       2,800,000 2,800,000
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No new provision has been made in the current year in respect of the past due fuel levy receivable since 
recoverability appears to be certain in respect of amounts that accumulated during the fuel supply 
problems.

Mobilisation advances relate to amounts paid to contractors in advance to facilitate initial works set up. 
The amounts are spread over a large number of contractors and are recoverable on payment of works 
certi�cates. The advances do not earn any interest.

Other receivables are stated at the amounts expected to be realised.

5. INVESTMENTS
              2014   2013
            
National Bank of Malawi      158,016 5,381
Malawi Savings Bank        - 107,036
  
Total Investments       158,016 112,417

Investments are in respect of amounts placed on call accounts and earn annual interest rates of between 
5% and 10%.  Included in investments are compensation funds managed on behalf of the Government of 
Malawi as detailed in note 8. 

6. BANK AND CASH BALANCES

Local currency denominated balances     220,732 120,939
United States Dollar denominated balances    1,221,625 368,644

Bank and cash balances      1,442,357 489,583 
 
The bank and cash balances are available on demand.  The local currency balances earn interest at annual 
rates of up to 5.25% while the United States Dollar denominated balances earn interest at annual interest 
rates of between 0.5% and 2.75%.

The entity has an overdraft facility for K450 million with Malawi Savings Bank Limited expiring in May 
2014 and secured over fuel levy proceeds to the bank.

7. PAYABLES        
                      
 Accrued contract expenses      1,111,138 775,773
 Lake resorts access roads – Ministry of Tourism   22,117 21,291
 Road projects – compensation payments    - 383,327
 Retentions payable       177,230 131,983
 National Construction Industry Council levy    7,260 4,151
 Ministry of Transport- Rail Maintenance Fund   318   -
 Ministry of Lands – Area 43 Roads     2,066 2,066
 Other accrued expenses      319,612 7,633
  
 Total Payables       1,639,741 1,326,224
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Accrued contract expenses relate to value for works done up to year- end for which payment had not yet 
been made and/or certi�cates had not yet been received as at year end. The amounts cover a large 
number of contracts and do not attract any interest.

The Roads Fund manages funds on behalf of the Ministry of Tourism for the upgrading of the lake resorts 
access roads in Salima and as at year end the balance was K22.1 million (2013: K21.3 million). No interest 
is charged on these amounts.

The Roads Fund also manages compensation funds on behalf of Malawi Government meant for people 
whose properties are affected when new roads are being constructed and at the year end all the funds 
had been used up. (2013:  K338.3 million). 

Retentions payable relate to amounts withheld from payments to contractors to cater for any road works 
defects that may be noted within the defects period. These amounts do not attract any interest and are 
released when the defects period lapses. On average, the defects periods are for a maximum of 12 
months.

The Roads Fund was appointed by the National Construction Industry Council (NCIC) to collect NCIC levy 
on its behalf from contractors and consultants at the time of making payments for contractors' 
certi�cates and consultants' invoices. As at year end, K7.3 million (2013: K4.2 million) had not yet been 
remitted to NCIC.

The Roads Fund manages funds on behalf of the Ministry of Lands for the construction of access roads in 
Areas 43 and 46 in Lilongwe and as at year end the balance was K2.1 million.(2013: K2.1 million) No 
interest is charged on these amounts.

Other accruals comprise of accrued funding to the Roads Authority and Roads Fund Administration of 
K146.1 million. (2013: nil), accrued funding to the Road Traffic for the procurement of vehicles for axle 
load control K106.1million. (2013: nil).There are also accrued commission to the MRA for transit fee 
collection of K0.8 million. Also included, are accrued wages for community road maintenance clubs for 
K62.9 million. The accruals do not attract any interest.

8.  ADVANCES FROM MALAWI GOVERNMENT 
     2014 2013
 
At the beginning of the year  470,388 284,030
Amounts advanced in the year  1,938,777 3,477,344
Amounts utilised/repaid in the year  (2,430,074) (3,290,986)

At the end of the year  (20,909) 470,388 
  
The advances from Government relate to funds received from Government for various projects or 
payments (including compensation for development projects) undertaken by the Roads Fund on behalf 
of Government. The Roads Fund is to claim the excess amount from Government. The excess amount has 
been included in trade and other receivables.
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9. PROVISIONS   
     2014 2013
 
At beginning of the year  29,105  29,105
Additions in the year  - -
Amounts utilised in the year  (29,105) -

At end of the year  -  29,105

The provision was the Roads Fund's estimated liability in respect of severance pay based on the 
provision of the Employment Act, 2000. The amount has been written back after the implementation 
of the new Pension Act as there is no expectation that payments will be made in respect of employee 
termination that resulted from the split and transfer of functions of the National Roads Authority to 
the Roads Authority and Roads Fund Administration.

10. TAXES PAYABLE 
   
Value Added Tax  133,706 593,827
Withholding tax payable  34,624 157,524
  
Total taxes payable  168,330 751,351 
   
The Roads Fund was appointed by the Malawi Revenue Authority to collect Value Added Tax on its 
behalf from contractors and consultants at the time of making payments for contractors' certicates 
and consultants' invoices.

The taxes payable represent taxes already collected but not yet remitted to the MRA. 

11. ROAD WORKS EXPENDITURE

Rehabilitation   1,518,963 82,612
Routine maintenance  847,754 341,589
Pothole patching  1,019,491 744,363
Spot repairs   1,035,957 571,318
Road Signs and Markings  376,288 283,255
Grading and Reshaping  1,548,257 13,408
Supervision   697,838 415,788
Bridge construction  567,454 116,274
Planning, design and studies  125,321 146,384
Emergency works  597,770 542,116
Grass cutting   217,071 123,557
   
Total Road Works Expenditure  8,552,164 3,380,664 

12. FUNDING OF ROADS AUTHORITY AND ROADS FUND ADMINISTRATION

The Roads Authority and the Roads Fund Administration are entitled to receive funding from the 
Roads Fund in accordance with Section 17(1) of the Roads Authority Act and Section 21(1) of the 
Roads Fund Administration Act. The amounts in the statement of prot or loss and other 
comprehensive income represent the funding made by the Roads Fund in the year in line with these 
requirements.
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13. RELATED PARTIES

Related parties mainly comprise the Malawi Government and its statutory organisations, the Roads Fund 
Administration and the Roads Authority and their respective directors and senior members of 
management and persons closely associated with them including immediate family members. 

Transactions involving related parties are conducted at arm's length. Transactions and balances with 
related parties were as follows at year end:

             Amount owed Amount owed    
             by related   to related 
             parties   parties

2014
Malawi Government advances       20,909 -
Ministry of Tourism advance       - 22,117
Ministry of Transport – Rail Fund      - 318
Ministry of Lands        - 2,066
Malawi Revenue Authority – Commission     - 765
Roads Authority        - 82,000
Roads Fund Administration       - 64,133
Road Trafc Directorate       - 106,113
Malawi Revenue Authority- Taxes                        - 168,330

Total receivable/payable           20,909 445,842

2013
Malawi Government advances                     - 470,388
Malawi Government – compensation payments    - 338,327
Ministry of Tourism advance                                - 21,291
Ministry of Transport – Rail Fund      31 -
Malawi Revenue Authority                      - 751,351

Total receivable/payable                     31 1,581,357

As managers of the Roads Fund, the Roads Fund Administration and the Roads Fund have a related party 
relationship. Accordingly, the nancial statements for the Roads Fund Administration and these nancial 
statements should be considered together for related party relationship purposes.

14. COMMITMENTS
 
The Roads Fund Administration entered into an Annual Financing Agreement with the Roads Authority 
to nance the rehabilitation and maintenance of public roads with funds from the Roads Fund.

Some of the contracts entered into by the Roads Authority were in progress as at year-end. The Roads 
Fund was accordingly committed to an amount of K588.0 million (2013: K996.0 million) in respect of such 
rehabilitation, maintenance and supervision contracts.
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15.  FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS

 15.1 Categories of nancial instruments
   The analysis below sets out the Roads Fund's classication of nancial assets and liabilities 
   and their values as included in the statement of nancial position.
 
          Notes 2014 2013

   Financial assets
   Held to Maturity Investments   5  158,016 112,417
   Bank and Cash Balances    6  1,442,357 489,583
   Receivables     4   5,162,003 6,442,054 

   Total Financial Assets      6,762,376 7,044,054 
   Financial liabilities
   Payables and advances      1,808,071 2,547,963 

   Total nancial liabilities     1,808,071 2,547,963

 15.2 Interest rate risk management
   The Roads Fund is exposed to interest rate risk as it holds a signicant portion of its assets in 
   interest-bearing investments. The risk is managed by maintaining an appropriate mix of 
   oating and xed rate investments. Signicant portion of assets in interest bearing 
   investments are detailed below:   
         Less to 3 to 12          
         1 month months Total

   2014
   Assets
   Term deposit    158,016 - 158,016
   Current accounts    1,442,357 - 1,442,357

   Total      1,600,373 -  1,600,373  
 
   2013
   Assets
   Term deposit    112,417 - 112,417
   Current accounts   489,583 - 489,583

   Total         602,000 - 602,000 
   
   Liabilities
   Non-interest bearing loan        - 470,030 470,030

 15.3 Credit risk management
   Credit risk refers to the risk that counterparty will default on its contractual obligations 
   resulting in  nancial loss to the Roads Fund. The Roads Fund deals with creditworthy 
   counterparties and obtains sufcient collateral where appropriate as a means of mitigating 
   the risk of nancial loss from defaults. The Fund's gross exposure is in respect of balances 
   as detailed in notes 5, 6, 7 and 8. No provisions are made against any of these balances.
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 15.4  Liquidity risk
   Liquidity risk arises where the operations of the Roads Fund cannot be funded due to 
   mismatches in the cash ows of assets and liabilities within the balance sheet. 

   Liquidity risk management
   The Roads Fund manages liquidity risk by maintaining adequate liquid assets and 
   continuously monitoring forecast and actual cash ows and matching the maturity proles of 
   nancial assets and liabilities.

       Up to 1–3 3-12 Over 
       1 month months months 1 period Total
       
   30 June 2014
   Assets 
   Bank and cash balances
   including term deposit 1,600,373 - - - 1,600,373
   Other receivables 5,162,003 - - - 5,162,003

   Total assets  6,762,376 -  - - 6,762,376

   Liabilities
   Accrued expenses 1,110,932 - - - 1,110,932
   Taxes payable  168,330 - - - 168,330
   Other payables - - 543,286 - 543,286
   Severance pay - - - - -

   Total liabilities 1,279,262 - 543,286 - 1,822,548
 
       Up to 1–3 3-12 Over 
       1 month months months 1 Period Total
       
   30 June 2013
   Assets 
   Bank and Cash Balances 
   including term deposit 602,000 - - - 602,000
   Other receivables 6,442,054 - - - 6,442,054

   Total Assets  7,044,054 - - - 7,044,054

   Liabilities
   Accrued expenses 820,773 - - - 820,773
   Taxes payable  751,351 - - - 751,351
   Malawi Government advance - - 470,388 - 470,388
   Other payables - - 530,480 - 530,480
   Severance pay                -          - - 29,105 29,105

   Total liabilities 1,572,124 - 1,000,868 29,105 2,602,097
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15.5 Foreign currency risk management
  The Roads Fund undertakes certain transactions especially income from road users 
  denominated in foreign currencies and also holds certain bank deposits in United States 
  Dollars for road user charges. Hence, exposures to exchange rate uctuations arise. However, 
  the level of transactions in foreign currencies is currently low. 

  The Roads Fund mitigates the risk through forward exchange contract with the local 
  commercial banks. 

  The Roads Fund had the following foreign currency position:

           2014 2013

  Assets   
  United States Dollar Denominated accounts  1,221,625 368,644

16.  EXCHANGE RATES AND INFLATION 

The average of the year-end buying and selling rates of the foreign currencies affecting the 
performance of the Roads Fund are stated below, together with the increase in the National 
Consumer Price Index, which represents an ofcial measure of ination.

           
  Kwacha/US Dollar      395.78 337.96
  Ination rate (%)             22.5% 27.9% 

  As on 29th October 2014, the exchange and ination rates had moved as disclosed below:

  Kwacha/US Dollar      412.00
  Ination rate         22.5 

17.  SUBSEQUENT EVENTS
 
Subsequent to year end, nothing has occurred requiring adjustments to and/or disclosure in these 
nancial statements. 

ROADS FUND

NOTES TO THE FINANCIAL STATEMENTS (continued)

Page | 31

For the year ended 30 June 2014 



2014 ANNUAL REPORT | 32

ROADS�FUND�ADMINISTRATION
FINANCIAL�STATEMENTS
FOR�THE�YEAR�ENDED�30TH�JUNE�2014

CONTENTS       PAGE

 Directors' report      33

 Statements of directors' responsibilities   34

 Independent auditor's report    35

 Statement of �nancial position    36

 Statement of pro�t or loss and other comprehensive 
 income       37

 Statement of changes in reserves    38

 Statement of cash �ows     39

 Notes to the �nancial statements    40



Page | 33

The directors of Roads Fund Administration have pleasure in submitting their report on the annual 
�nancial statements for the year ended 30 June 2014.

INCORPORATION AND REGISTERED OFFICE
Roads Fund Administration is statutory organisation set up under the Roads Fund Administration Act No. 
4 of 2006. The address of the Roads Fund Administration's registered office is

Roads Fund Administration
Ngerengere Complex
Off Mchinji Road
Private Bag 369
LILONGWE 3

BUSINESS ACTIVITIES
The principal activity of the Roads Fund Administration is to raise, administer and account for funds for 
construction, maintenance and rehabilitation of public roads.

FINANCIAL PERFORMANCE
The operating results and �nancial position of the Administration are set out in the statements of pro�t 
or loss and other comprehensive income, �nancial position, changes in equity, cash �ows and other 
explanatory notes from page 36 to 49.

DIRECTORATE
The following directors served office during the year

Mr George Partridge      - Chairman  Full Year
Mr Khuze Kapeta, CF, SC      - Vice Chairman  Full Year
Mrs Wezi Mjojo       - Member  Full Year
Mr Burton Kachinjika      - Member  Full Year
Mr Matthews Chikankheni     - Member  Full Year
The Secretary to the Treasury     - Member ex officio Full Year
The Secretary for Economic Planning and Development  - Member ex officio Full Year

REMUNERATION REPORT
Directors' emoluments

Non-executive directors       2014  2013
          K'000  K'000

Fees              2,813    1,813

AUDITORS
The Administrations' auditors, KPMG, Certi�ed Public Accountants and Business Advisors (Malawi), have 
indicated their willingness to continue in office.

ROADS FUND ADMINISTRATION

DIRECTORS’ REPORT
For the year ended 30 June 2014

George B Partridge
Board Chairman

Matthews Chikankheni
Director

29TH OCTOBER 2014
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The Roads Fund Administration Act, requires the directors to prepare �nancial statements for each �nancial 
year which give a true and fair view of the state of affairs of the Administration as at the end of each �nancial 
year and of the operating results of that year.

The Act also requires the directors to ensure the Administration keeps proper accounting records which 
disclose with reasonable accuracy at any time the �nancial position of the Administration and enable them 
to ensure that the �nancial statements comply with the Roads Fund Administration Act.

In preparing these �nancial statements, the directors accept responsibility for the following: -

Ÿ Maintenance of proper accounting records;
Ÿ Selection of suitable accounting policies and applying them consistently;
Ÿ Making judgements and estimates that are reasonable and prudent;
Ÿ Compliance with applicable accounting standards, when preparing �nancial statements, subject to any 

material departures being disclosed and explained in the �nancial statements; and
Ÿ Preparation of �nancial statements on a going concern basis unless it is inappropriate to presume that 

the Administration will continue in business.

The directors also accept responsibility for taking such steps as are reasonably open to them to safeguard 
the assets of the Administration and to maintain adequate systems of internal controls to prevent and detect 
fraud and irregularities.

Nothing has come to the attention of the directors to indicate that the Administration will not remain a 
going concern for at least twelve months from the date of this statement.   

The directors are of the opinion that the �nancial statements give a true and fair view of the state of the 
�nancial affairs of the Administration and of its operating results.

Approval of �nancial statements

The �nancial statements of the Administration as indicated above were approved by the Board of Directors 
on  29th October, 2014 and signed on its behalf by:

STATEMENT OF THE DIRECTORS' RESPONSIBILITIES
For the year ended 30 June 2014

George B Partridge
Board Chairman

Matthews Chikankheni
Director
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        Notes 2014 2013

ASSETS
Non-current assets
Property, plant and equipment   4 266,309 258,605

Current assets
Inventories     5 11,241 12,486
Receivables     6 91,118 23,236
Cash and cash equivalents   7 17,806 47,011

Total current assets       120,165 82,733

Total assets      386,474 341,338

RESERVE AND LIABILITIES

Reserves
Capital       339,791 278,232
Accumulated surplus     27,554 1,851

Total reserves        367,345 280,083

Current liabilities
Payables     8 7,110 4,618
Provisions     9 9,396 53,300
Tax payables     10 2,623        3,337

Total current liabilities        19,129     61,255

Total reserves and liabilities      386,474 341,338

These �nancial statements were approved for issue by the Board of Directors on 29th October 2014 and 
were signed on its behalf by:

STATEMENT OF FINANCIAL POSITION
At 30 June 2014 
(In Thousands of Malawi Kwacha)

These �nancial statements are to be read in conjunction with the notes on pages 40 to 49
The independent auditor's report is on page 35

George B Partridge
Board Chairman

Matthews Chikankheni
Director
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         Notes 2014 2013

INCOME
Funding from the Roads Fund     631,766 425,757
Release from Capital fund     67,311 39,886
Other income          11,908 11,276

Total income         710,985  476,919

EXPENDITURE

Staff costs and training expenses    306,931 261,800
Premises and office expenses     114,630 109,974
Travel and motor vehicle expenses    95,224 80,078
Other administrative expenses     90,483 56,876
Depreciation      4 67,311 39,886
Consultancy and professional expenses       10,703      46,880

Total expenditure        685,282 595,494

SURPLUS/(DEFICIT) FOR THE YEAR   11  25,703  (118,575)

ROADS FUND ADMINISTRATION

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
For the year ended 30 June 2014
(In Thousands of Malawi Kwacha)

These �nancial statements are to be read in conjunction with the notes on pages 40 to 49
The independent auditor's report is on page 35
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        Capital Accumulated 
        fund surplus Total

For the year ended 30 June 2014
Balance at the beginning of the year   278,232 1,851 280,083
Capital grants received in the year   128,870 - 128,870
Release to income     (67,311) - (67,311)
Surplus for the year                    - 25,703       25,703

Balance at the end of the year        339,791 27,554     367,345

For the year ended 30 June 2013
Balance at the beginning of the year   168,084 120,426 288,510
Capital grants received in the year   150,034 - 150,034
Release to income     (39,886) - (39,886) 
Surplus for the year                    - (118,575) (118,575)

Balance at the end of the year        278,232 1,851 280,083

Capital fund

This represents receipts, in form of capital assets and funds designated for capital expenditure, from the 
Roads Fund and other organisations. The receipts are credited to this and released to income over the life of 
the related assets in line with the depreciation charge of the assets.

STATEMENT OF CHANGES IN RESERVES

These �nancial statements are to be read in conjunction with the notes on pages 40 to 49
The independent auditor's report is on page 35

For the year ended 30 June 2014
(In Thousands of Malawi Kwacha)
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        Notes 2014 2013

Cash �ows from operating activities
Surplus/(De�cit) for the year     25,703 (118,575)
Adjustments for:
Depreciation      4 67,311 39,886
Pro�t on disposal of plant and equipment   (181) (4,630)
Interest receivable      (2,257) (1,050) 
Release from capital fund        (67,311) (39,886)

Cash in�ow from operating activities    23,265 (124,255)

Decrease/(increase) in inventories    1,245 (1,959)
(Increase)/Decrease in receivables    (67,882) 102,456
Increase/(Decrease) in payables     1,777 (2,825)
(Decrease)/increase in provision and taxes payables  (43,904) 26,580

Net cash generated from operating activities   (85,499) (3)  

Cash �ows from investing activities

Proceeds on disposal of property, plant and equipment  181 4,826
Interest received      2,257 1,050
Purchase of property, plant and equipment  4 (75,015)  (150,465)

Net cash generated by investing activities       (72,577)  (144,589)

Cash �ows from �nancing activities

Capital fund cash receipts        128,871 150,034

(Decrease)/increase in cash and cash equivalents   (29,205) 5,442
Cash and cash equivalents at the beginning of year  47,011 41,569 

Cash and cash equivalents at the end of the year  7 17,806 47,011

ADDITIONAL INFORMATION

Increase/(decrease) in net working capital       79,558     (86,628)

ROADS FUND ADMINISTRATION

STATEMENT OF CASH FLOWS

These �nancial statements are to be read in conjunction with the notes on pages 40 to 49
The independent auditor's report is on page 35

For the year ended 30 June 2014
(In Thousands of Malawi Kwacha)
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1. REPORTING ENTITY
 
The Roads Fund Administration was set up under the Roads Fund Administration Act No. 4 of 2006. The 
principal purpose of the Roads Fund Administration according to Section 4 of the Act is to raise, 
administer and account for funds for construction, maintenance and rehabilitation of public roads.

2. BASIS OF PREPARATION

 2.1 Statement of compliance
  The �nancial statements have been prepared in accordance with International Financial 
  Reporting Standards (IFRSs) issued by the International Accounting Standards Board (IASB) 
  and in accordance with the requirement of the Road Fund Administration Act.

 2.2 Basis of preparation
  The �nancial statements have been prepared on the historical cost basis except for available  
  for sale �nancial assets which are measured at fair value.

 2.3 Functional and presentation currency 
  These �nancial statements are presented in Malawi Kwacha, which is the Administration's 
  functional currency.

 2.4 Use of estimates and judgements 
  Critical judgements in applying the Administration's accounting policies
  No critical judgements were made by management during the current period which would 
  have a material impact on the �nancial statements.

  Key sources of estimation uncertainty
  The key assumptions concerning the future and other key sources of estimation uncertainty 
  at the �nancial reporting date that might have a signi�cant risk of causing a material 
  adjustment to the carrying amounts of assets and liabilities within the next �nancial year are 
  discussed below.

 2.5 Foreign currency translations
  The results and �nancial position of the Administration are expressed in Malawi Kwacha, 
  which is the functional currency of the Administration and the presentation currency for the 
  �nancial statements.

  Transactions in currencies other than the Administration's functional currency (foreign 
  currencies) are recorded at the rates of exchange prevailing on the dates of the transactions. 
  At each statement of �nancial position date, monetary items denominated in foreign 
  currencies are retranslated at the rates prevailing on the statement of �nancial position date. 

  Exchange differences arising on the settlement of monetary items, and on the retranslation of 
  monetary items, are included in the statement of pro�t or loss and other comprehensive 
  income for the year.

 2.6 Employee bene�ts
  The Administration contributes to a de�ned contribution pension scheme for employees.  
  Contributions are charged to the statement of pro�t and loss and other comprehensive 
  income in the period in which the related employment costs arises.

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2014



2. BASIS OF PREPARATION (continued) 
 2.7  New standards and interpretations not yet adopted
  A number of new standards, amendments to standards and interpretations are effective for 
  the annual period beginning after 1 January 2013, and have not been applied in preparing 
  these �nancial statements. Those which may be relevant to the Administration are set out 
  below:

  IFRS 9 Financial Instruments (2010) and IFRS 9 Financial Instruments (2013)
  IFRS 9 (2009) introduces new requirements for the classi�cation and measurement of �nancial 
  assets. IFRS 9 (2010) introduces additions relating to �nancial liabilities. The IASB currently has 
  an active project to make limited amendments to the classi�cation and measurement 
  requirements of IFRS 9 and add new requirements to address the impairment of �nancial 
  assets and hedge accounting.

  The IFRS 9 (2009) requirements represent a signi�cant change from the existing requirements 
  in IAS 39 in respect of �nancial assets. The standard contains two primary measurement 
  categories for �nancial assets: amortised cost and fair value. A �nancial asset would be 
  measured at amortised cost if it is held within a business model whose objective is to hold 
  assets in order to collect contractual cash �ows, and the asset's contractual terms give rise on 
  speci�ed dates to cash �ows that are solely payments of principal and interest on the principal 
  outstanding. All other �nancial assets would be measured at fair value.

  The standard eliminates the existing IAS 39 categories of held to maturity, available-for-sale 
  and loans and receivables. For an investment in an equity instrument which is not held for 
  trading, the standard permits an irrevocable election, on initial recognition, on an individual 
  share-by-share basis, to present all fair value changes from the investment in other 
  comprehensive income. No amount recognised in other comprehensive income would ever 
  be reclassi�ed to pro�t or loss at a later date. However, dividends on such investments are 
  recognised in pro�t or loss, rather than other comprehensive income unless they clearly 
  represent a partial recovery of the cost of the investment. Investments in equity instruments 
  in respect of which an entity does not elect to present fair value changes in other 
  comprehensive income would be measured at fair value with changes in fair value recognised 
  in pro�t and loss.

 2.8 New standards and interpretations not yet effective
  The standard requires that derivatives embedded in contracts with a host that is a �nancial 
  asset within the scope of the standard are not separated; instead the hybrid �nancial 
  instrument is assessed in its entirety as to whether it should be measured at amortised cost or 
  fair value.

  IFRS 9 (2010) introduces a new requirement in respect of �nancial liabilities designated under 
  the fair value option to generally present fair value changes that are attributable to the 
  liability's credit risk in other comprehensive income rather than in pro�t or loss. Apart from 
  this change, IFRS 9(2010) largely carries forward without substantive amendment the 
  guidance on classi�cation and measurement of �nancial liabilities from IAS 39. IFRS 9 is 
  effective for annual periods beginning on or after 1 January 2015 with early adoption 
  permitted. The IASB decided to consider making limited amendments to IFRS 9 to address 
  practice and other issues. The  Administration has commenced the process of evaluating the 
  potential effect of this standard but is awaiting �nalisation of the limited amendments before 
  the evaluation can be completed.
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2. BASIS OF PREPARATION (continued) 
  IAS 32 on offsetting �nancial assets and �nancial liabilities (2012)
  Disclosures – Offsetting Financial Assets and Financial Liabilities (amendments to IFRS 7) 
  introduces disclosures about the impact of netting arrangements on an entity's �nancial 
  position. The amendments are effective for annual periods ending 31 December 2014 and 
  interim periods within those annual periods. Based on the new disclosure requirements the 
  Administration will have to provide information about what amounts have been offset in the 
  statement of �nancial position and the nature and extent of rights of set-off under master 
  netting arrangements or similar arrangements.

  Offsetting Financial Assets and Financial Liabilities (amendments to IAS 32) clarify the offsetting 
  criteria in IAS 32 by explaining when an entity currently has a legally enforceable right to set-off 
  and when gross settlement is equivalent to net settlement.

  The amendments are effective for annual periods beginning on or after 1 January 2014 and 
  interim periods within those annual periods. Earlier application is permitted. Based on our initial 
  assessment, the Administration is not expecting a signi�cant impact from the adoption of the  
  amendments to IAS 32. However, the adoption of the amendments to IFRS 7 requires more 
  extensive disclosures about rights of set-off.

  The amendments to IAS 32 clarify the offsetting criteria in IAS 32 by explaining when an entity 
  currently has a legally enforceable right to set-off and when gross settlement is equivalent to 
  net settlement. The amendments are effective for annual periods beginning on or after 1 
  January 2014 and interim periods within those annual periods. Early application is permitted. 
  The Administration is still evaluating the potential effect of the adoption of the amendments to 
  IAS 32.

3. SIGNIFICANT ACCOUNTING POLICIES
  
The principal accounting policies set out below have been applied consistently to all periods presented 
in these �nancial statements.

 3.1 Property, plant and equipment
  Property, plant and equipment are stated at cost less related depreciation. Property, plant and 
  equipment are depreciated on the straight-line basis at rates that will reduce book amounts 
  to estimated residual values over the anticipated useful lives of the assets as follows:

  Motor vehicles     4 years
  Computer equipment     3 years
  Office equipment, furniture and �ttings  5 years
  Leasehold land and buildings    40 years or, if lower, period of lease

  Depreciation is not provided on land and capital work in progress. Estimated residual values 
  and useful lives are reassessed annually. The gain or loss arising on the disposal or retirement 
  of an item of plant and equipment is determined as the difference between the sales 
  proceeds and the carrying amount of the asset and is recognised in the statement of pro�t or 
  loss and other comprehensive income.

 3.2 Foreign currency transactions
  The results and �nancial position of the Roads Fund Administration are expressed in Malawi 
  Kwacha, which is the functional and presentation currency of the Roads Fund Administration.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
  In preparing the �nancial statements of the Roads Fund Administration, transactions in 
  foreign currencies are recorded at the rates of exchange prevailing on the dates of the 
  transactions. At each statement of �nancial position date, monetary items denominated in 
  foreign currencies are  retranslated at the rates prevailing on the statement of �nancial 
  position date.

  Exchange differences arising on the settlement and retranslation of monetary items are 
  included in the statement of pro�t or loss and other comprehensive income for the year.

 3.3 Inventories
  Inventories are stated at the lower of cost and net realisable value, with cost determined on 
  �rst-in, �rst-out (FIFO) basis. Cost comprises direct materials, and, where applicable, direct 
  labour costs and those overheads that have been incurred in bringing the inventories to their 
  present location and condition. 

  Net realisable value is the estimated selling price in the ordinary course of business, less 
  estimated costs of completion and the estimated costs necessary to make the sale.

 3.4 Financial instruments
  Financial assets and liabilities are recognised on the Administration's statement of �nancial 
  position when the Administration becomes a party to the contractual provisions of the 
  instrument.

  Loans and receivables
  Loans and receivables are measured at initial recognition at fair value, being the consideration 
  expected to be received on settlement. These are subsequently measured at amortised cost 
  using the effective interest method, less any impairment. Interest income is recognised by 
  applying the effective interest rate, except for short-term receivables when the recognition of 
  interest would be immaterial. 

  Financial assets at fair value through pro�t and loss
  Bank balances and cash comprise cash on hand and demand deposits and other short-term 
  liquid  investments that are readily convertible to a known amount of cash and are subject to 
  an insigni�cant risk of changes in value.

  Financial liabilities
  Payables are initially measured at fair value, and are subsequently measured at amortised 
  cost, using the effective interest rate method.

 3.5  Assets impairment
  At each statement of �nancial position date, the Roads Fund Administration reviews the 
  carrying amounts of its tangible assets to determine whether there is any indication that 
  those assets have suffered an impairment loss. If any such indication exists, the recoverable 
  amount of the asset is estimated in order to determine the extent of the impairment loss (if 
  any). 

  If the recoverable amount of an asset is estimated to be less than its carrying amount, the 
  carrying amount of the asset is reduced to its recoverable amount. An impairment loss is 
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
  recognised immediately in the statement of comprehensive income.

  Where an impairment loss subsequently reverses, the carrying amount of the asset is 
  increased to the revised estimate of its recoverable amount, but so that the increased carrying 
  amount does not exceed the carrying amount that would have been determined had no 
  impairment loss been recognised for the asset in prior years. A reversal of an impairment loss 
  is recognised immediately in the statement of pro�t and loss and other comprehensive 
  income.  

 3.6 Provisions
  Provisions are recognised when the Administration has a present obligation (constructive or 
  legal) as a result of a past event, and it is probable that the Administration will be required to 
  settle that obligation and a reliable estimate can be made of the amount of the obligation. 
  The amount recognised as a provision is the best estimate of the consideration required to 
  settle the present obligation at the statement of �nancial position date.  Where a provision is 
  measured using the cash �ows estimated to settle the present obligation, its carrying amount 
  is the present value of those cash �ows.

  When some or all of the economic bene�ts required to settle a provision are expected to be 
  recovered from a third party, the receivable is recognised as an asset if it is virtually certain 
  that reimbursement will be received and the amount of the receivable can be measured 
  reliably.

 3.7   Roads fund funding
  The Roads Fund Administration is entitled to receive funding from the Roads Fund in 
  accordance with Section 21(1) of the Roads Fund Administration Act. Funding from the Roads 
  Fund and other receipts of a revenue nature are recognised as income of the Administration 
  in the period in which they arise, unless such funding is intended to be matched against 
  speci�c expenditures, in which case it is recognised as income on a matching basis when such 
  expenditure is incurred.  Receipts of a capital nature designated to �nance property, plant and 
  equipment are credited to a capital fund and released to income over the life of the related 
  assets in line with the depreciation or amortisation charge of the assets.

 3.8 Interest income
  Interest income is accrued on a time basis, by reference to the principal outstanding and at 
  the effective interest rate applicable, which is the rate that exactly discounts estimated future 
  cash receipts through the expected life of the �nancial asset to that asset's net carrying  
  amount.

 3.9    Taxation
  Under the First Schedule of the Taxation Act, The Roads Fund Administration is exempt from 
  income tax. 

 3.10 Payables
  Payables are initially measured at fair value, and are subsequently measured at amortised 
  cost, using the effective interest rate method.
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4. PROPERTY, PLANT AND EQUIPMENT

        Land    Capital 
        and Motor Office Office work in
        building vehicle furniture equipment progress Total

 2014
 Cost
 At the beginning of the year   89,473 197,998 22,427 71,805 3,071 384,774
 Additions     - 58,760 3,821 12,863 - 75,444
 Capitalisation    2,642 - - - (3,071) (429)
 Disposals in the year                 - - - (1,212) -  (1,212)

 At end of the year       92,115 256,758 26,248 83,456 -  458,577
 
 Depreciation
 At the beginning of the year   - 61,888 14,064 50,217 - 126,169
 Charges for the year    2,229 48,356 4,314 12,342 - 67,311
 Disposals in the year                 - - - (1,212) - (1,212)

 At end of the year         2,299 110,244 18,378 61,347 -  192,268

 Net book value
 At end of the year       89,816   146,514  7,870    22,109 -  266,309

   2013
 Cost
 At the beginning of the year   86,956 100,771 18,797 57,323 2,641 266,488
 Additions     2,517 129,406 3,630 14,482 430 150,465
 Disposals in the year                 - (32,179)  - - - (32,179)

 At end of the year      89,473  197,998 22,427 71,805 3,071  384,774

 Depreciation
 At the beginning of the year   - 66,517 10,337 41,412 - 118,266
 Charges for the year    - 27,354 3,727 8,805 - 39,886
 Disposals in the year                 - (31,983)  - - - (31,983)

 At end of the year                 - 61,888   14,064    50,217 -  126,169

 Net book value
 At end of the year       89,473   136,110     8,364    21,588 3,071  258,603
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5. INVENTORIES
          2014 2013

 Stationery and consumable      11,241 12,486
   
6. RECEIVABLES

 Funding receivables      64,133 -
 Prepaid rent       147 120
 Staff receivables      6,520 7,278
 Prepaid insurance      14,692 11,251
 Other prepayments           5,626      4,587

 Total receivables         91,118    23,236

7. CASH AND CASH EQUIVALENTS

 Bank balances        17,806 47,011

8. PAYABLES

 Payables to suppliers     7,110 4,607
 Other payables                   - 11
 
 Total payables            7,110        4,618

Payables to suppliers comprise booked invoices in respect of various purchases made. 

Other payables mainly comprise accrued liabilities in respect of various expenses incurred but whose 
invoices had not yet been received or received but not booked as at year-end. 

No interest is charged on payables. The Administration has �nancial risk management policies in place to 
ensure that all payables are paid within 30 days.
          
9. PROVISIONS

 Audit fees       7,500 11,548
 Contract gratuity      - 40,075
 Tevet levy           1,896    1,677
 
               9,396    53,300
 
Audit fees are a provision for professional services rendered by external auditors in respect of the audit of 
the �nancial statements of the Roads Fund and the Administration for the year ended 30 June 2014.
Contract gratuities relate to provision for gratuity for the four senior members of management that are 
on contract employment. The administration has since phased out gratuities for senior members of 
management. All employees are now on pension.
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10. TAXES PAYABLES
          2014 2013
 
 Fringe bene�ts tax      2,063 2,230
 PAYE        - 314
 Withholding tax            560      793

             2,623  3,337

Fringe bene�ts tax is for the quarter ended 30 June 2014 while withholding tax relates to amounts 
deducted from suppliers on behalf of the Malawi Revenue Authority in the month of June 2014. The taxes 
payable represent tax already collected but not yet remitted to MRA.
 
11. SURPLUS FOR THE YEAR

Surplus for the year is arrived at after taking into account the following:

Depreciation on property, plant and equipment   67,311 39,886
Directors' fees and expenses     36,203 15,632
Auditors' remuneration      7,500  11,548 
Pension scheme contributions     20,545 15,501
Tevet levy       1,896 1,677
Interest receivable      (2,257) (1,050)
Loss on disposal of plant and equipment   181 4,630
Other income       (9,649) (5,595)
Release from capital fund         (67,311)  (39,886)

12. RELATED PARTY BALANCES AND TRANSACTIONS

Related parties mainly comprise the Malawi Government and its statutory organisations, the Roads 
Authority and the Administration's directors and senior members of management and persons closely 
associated with them including immediate family members. 

As managers of the Roads Fund, the Roads Fund Administration and the Roads Fund have a related party 
relationship.  Accordingly, the �nancial statements for the Roads Fund and these �nancial statements 
should be considered together for related party relationship purposes.

Transactions involving related parties are conducted at arm's length. Besides transactions and balances 
with related parties detailed in the statement of comprehensive income relating to compensation for key 
personnel as detailed below:

Compensation to key personnel          
Salaries and bene�ts of senior management personnel    104,504  87,245

13.  FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS

 13.1 Categories of �nancial instruments
   The analysis below sets out the Roads Fund Administration's classi�cation of �nancial assets 
   and liabilities and their values as included in the statement of �nancial position.

NOTES TO THE FINANCIAL STATEMENTS (continued)
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          2014 2013

   Financial assets
   Bank Balances and Cash      17,806 47,011
   Receivables           91,118 23,236   
  
   Total       108,924 70,247

   Financial liabilities
   Payables                      19,128  21,180   

 13.2 Interest rate risk management
   The Roads Fund Administration avoids signi�cant exposure to interest rate risk by not holding 
   signi�cant portions of its assets in interest-bearing investments. 

   The Administration had no interest rate bearing loans and investments at year end.

 13.3 Credit risk management
   Credit risk refers to the risk that a counterparty will default on its contractual obligations  
   resulting in �nancial loss to the Administration. The Administration deals only with 
   creditworthy counterparties as a means of mitigating the risk of �nancial loss from defaults.

   The Administration had only staff loans amounting to K6.5 million (2013: K7.3 million) as at 
   year end. The default risk is minimal as recoveries are made directly from employees' monthly 
   salaries.

 13.4 Liquidity risk management
   The Administration manages liquidity risk by maintaining adequate liquid assets and 
   continuously monitoring forecast and actual cash �ows and matching the maturity pro�les of 
   �nancial assets and liabilities.

   The Administration had the following categories of �nancial assets and liabilities at year end:

         Up to     1-3                   3-12                                     
        1 month     months months  Total

   2013
   Assets 
   Cash and bank                47,011 - -   47,011 
  
   Total       47,011 - -  47,011    

   Liabilities
   Payables and accruals     17,843 - -    17,843
   Staff gratuity            - - 40,075 40,075
   Taxes                                   3,337            - - 3,337

   Total                      21,180 - 40,075 61,255 
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         Up to     1-3                   3-12                                     
        1 month     months months  Total  
 
   2014       
   Assets 
   Cash and bank          17,806               - -    17,806
 
   Total                         17,806  -              -  17,806    

   Liabilities
   Payables and accruals        16,506 -            -  16,506
   Taxes                                  2,622 -       -   2,622

   Total                          19,128       -       -    19,128
     
 13.5 Foreign currency risk management
   The level of exposure to foreign currency risk is low because the incidence of transactions 
   denominated in foreign currency is low. Where foreign currency denominated transactions arise, 
   the Administration ensures that payments are made promptly. There were no foreign currency 
   denominated transactions in the year.

14.  EXCHANGE RATES AND INFLATION 

The average of the year-end buying and selling rates of the foreign currencies affecting the performance of 
the Roads Fund Administration are stated below, together with the increase in the National Consumer Price 
Index, which represents an official measure of in�ation.

          2014 2013
Kwacha/US Dollar      395.78 337.96
In�ation rate              22.5% 27.9% 

As on 21st October 2014, the exchange and in�ation rates had moved as disclosed below:

Kwacha/US Dollar      412.00 
In�ation rate         22.5% 

15.  SUBSEQUENT EVENTS 

There are no signi�cant events that have occurred after year end which could necessitate  adjustments to 
or disclosure in the �nancial statements.

Page | 49

NOTES TO THE FINANCIAL STATEMENTS (continued)

ROADS FUND ADMINISTRATION

For the year ended 30 June 2014
(In Thousands of Malawi Kwacha)











Printed by Invisible Thread Tel: +265 1 776 220
2015 © All Rights Reserved


