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REPORT
THE CHAIRMAN’S

The RFA commenced the year against a 

backdrop of continuing challenges. The Roads 

Fund income was low. There were unpaid 

arrears for fuel levy. The real value of the 

fuel levy was continuing to diminish. The gap 

between the Roads Fund revenues and the 

financial requirements of maintaining the road 

network was increasing. Exacerbating these 

were the devastating floods that occurred in the 

country last year. These had a huge effect on the 

RFA planned budget.

On road construction side, the Board continued 

to face the challenge of accumulating payment 

arrears on the development budget. 

 

DEvELOPMENTS ON ThE 
OPERATIONAL FRONT

I am pleased to report that during the financial 

year under review, the RFA went into an 

overdrive in its stakeholder engagement efforts 

to resolve these perennial issues, and the results 

of these were already being realised most 

visibly in the revenue enhancement areas. 

The fuel levy remains the biggest single 

source of revenue for the Roads Fund. Its 

diminishing value was a big concern to the RFA. 

Following collaboration with the Ministry of 

Finance, Economic Planning and Development 

Government approved the designation of the 

fuel levy as a percentage of the fuel price. This 

in itself has resulted in significant and real 

increase in the value of the levy and the Roads 

Fund income. A very laudable gesture of support 

from the Government through the Ministry of 

Finance, Economic Planning and Development.

In the continuing efforts to ensure funds are 

available for meaningful road maintenance, 

new, and innovative products are being 

sought. In the year, RFA got government’s 

approval in principle to issue Roads Fund bond 

aimed at unlocking funds for the maintenance 

of the roads.

The collaboration with our most significant 

stakeholders is yielding good results. In 

collaboration with the Ministries of Transport, 

and Finance, the concept of road tolls has finally 

been agreed to in principle and the RFA will 

once all approvals are sought, take the lead in 

this initiative. 

Due to logistical problems, some fuel importers 

owed RFA billions of Kwachas in arrears on fuel 

levy for a number of years which impacted the 

levels of funding for road maintenance. It is with 

a sense of relief and pleasure that I now report 

that the Malawi Energy Regulatory Authority has 

since made good this issue. The arrears have 

been settled in full.

Some developments have taken place in the 

area of road construction (which is funded by 

the governments development budget), towards 

resolving the menacing problems experienced 

in the area. The most challenging matter in 

the area has been growing arrears owed to 

contractors and consulting engineers. Following 

greater engagement and collaboration with 

the significant stakeholders in this sub sector 

namely; the Ministries of Finance, Transport and 

the Roads Authority, decisive steps have been 

taken on contracts management to curb the 

problem. Some contracts have been terminated 

to manage the accumulation of unnecessary 

arrears. Mechanisms have been put in place to 

ensure contracts are only awarded when there 

are sufficient budgetary provisions to avoid 

unnecessary penalties and interest arising from 

failure to pay on due date. 

In the pursuit of its vision; to become a leader 

of public funds management for an improved 

public road network in Malawi, the RFA has 

professionally managed public funds and won 

the confidence of several public sector and 

donor agencies. The World Bank has continued 

to repose its confidence in the RFA and its 

systems. It has continued to use the RFA to 

manage funds for the road component of the 

I am pleased to report to the Minister 

of Finance, Economic Planning 

and Development and to all our 

stakeholders that the Roads Fund 

Administration (RFA) completed another 

exciting year, 2014/2015, registering 

significant successes despite mounting 

environmental challenges. 

His Excellency Professor Arthur Peter Mutharika, unveiling of plaque for Lilongwe Old Airport- Kasiya Road
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Agriculture Sector Wide Approach Support 

Project (ASWAP-SP).  It has also extended this 

to the Southern African Trade and Transport 

Facilitation Program (SATTFP).

The World Bank has continued to repose its 

confidence in the RFA and its systems. It has 

continued to use the RFA to manage funds for 

the road component of the Agriculture Sector 

Wide Approach Support Project (ASWAP-SP). It 

has also extended this to Southern African Trade 

and Transport Facilitation Program (SATTFP).

ThE SECRETARIAT

Efficiency in the use of financial resources 

remains one of the major concerns of RFA. 

During the year under review, the RFA carried 

out a number of drastic reforms which affected 

its management functions. Firstly, RFA 

outsourced the collection   of international 

transit fees function to Malawi Revenue 

Authority (MRA). This is already yielding results 

as it has both improved the collections and 

reduced our running costs. It is important that 

the gains made are not lost through increased 

operational expenses of the RFA and the Roads 

Authority. It is therefore important that both 

institutions should employ cost management 

strategies to ensure that these operational 

expenses are kept to a sustainable level and 

thereby allowing more roads fund resources to 

be channelled towards road works.

During the period under review, the Board 

approved the second RFA’s Strategic Plan for the 

next five year period up to 2019. It is my hope 

that the execution of this plan will help RFA 

consolidate the gains made so far and do more 

to discharge its statutory mandate of raising, 

administering and accounting for funds for road 

construction, maintenance and rehabilitation in 

a transparent and efficient manner. 

Alongside the Strategic Plan, the Board also 

championed the formulation of a succession 

plan to ensure the continuity of RFA’s 

programmes and minimise the risks that may 

arise from gaps that may be created in the 

management team. This was put in place, and its 

implementation started in the course of the year.

WORD OF APPRECIATION

My most sincere appreciation go to the 

Minister of Finance, Economic Planning and 

Development, the Secretary to Treasury and the 

entire leadership at the Ministry for the support 

they gave us in the year, without which the 

gains made would not have been possible. The 

Minister also gave us the professional space for 

us to exercise our governance roles lawfully. 

This cannot go without mention.

I also owe a huge debt to my colleagues on the 

Board for the support they gave me and the 

commitment with which they discharged their 

duties at RFA to achieve the gains in the year.

I would also like to extend my thanks to the 

European Union, African Development Bank and 

the World Bank for the tremendous support they 

have continued to render to the road sector in 

Malawi. We will always be indebted to these and 

the other government cooperating partners for 

the support.

Lastly, but by no means the least, my gratitude 

is due to our people, the management and 

staff of the RFA, who have worked diligently 

throughout the year to produce the results that 

we have gotten this far.

George B Partridge

Board Chairman

Road marking

Chipembere Highway
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We managed to review the RFA strategic 

plan which had expired and we now have 

another five year plan, finalised the process 

of outsourcing our International Transit Fee 

(ITF) revenue collection function to the Malawi 

Revenue Authority (MRA) and rolled out the 

Balanced Scorecard performance management 

system amongst other notable achievements. 

We also experienced some challenges with 

regard to the unexpected disaster which affected 

road infrastructure across the country resulting 

on pressure on road maintenance due to major 

washaways.  

PERFORMANCE OF ThE ROADS FUND

The year registered a 30% significant growth 

in income;  from MK11.9 billion in the financial  

year 2013/2014 to MK15.4 billion. The increase 

is partly due to a write back of doubtful debts 

for fuel (MK2.4 billion)which accounted for 19% 

and  interest income amounting to MK1.5billion. 

There was also an increase in road user charges 

due to improved transit fee revenue collection 

efficiencies by Malawi Revenue Authority 

(MRA). During the year, the collection function 

of international transit fees was transferred to 

Malawi Revenue Authority on an agency basis.

 

Road works expenditure was at MK9.3 billion 

compared to MK8.5 billion from the previous 

year. This is quite a significant increase of 9% 

although it is equally lower than the revenue 

collections leaving us with 20% surplus of funds.

 

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. To adequately maintain 

the country’s network, the RFA needs to raise 

a minimum of MK55 billion. In the upcoming 

year, the RFA has planned to embark on an 

income diversification programme to earmarked 

to diversify its revenue base. Road tolling will 

be actively pursued as an additional source of 

revenue. There will also be efforts to enhance 

the existing two traditional sources of the fuel 

levy and transit fees. 

We continue to build the roads fund resource 

envelope by improving efficiency gains in 

revenue collection, continuously carry out 

periodic reviews through monitoring of 

road projects to ensure value for money and 

provision of quality customer service to our 

clients. We have demonstrated our commitment 

to fighting corruption by including “Zero 

Tolerance to Corruption” in our core values.  

We are fully committed to live by this and 

ensure that the fund is corrupt free and RFA 

becomes a corruption free zone. 

ThE COMMUNITy ROAD 
MAINTENANCE PROGRAMME

The RFA is in its third year financing the 

Community Roads Maintenance Programme 

(CRMP). In the year under review, we disbursed 

MK328.4 million representing a slight 3% 

increase from the previous year.  however, there 

is need to continuously work closely with the 

district councils to ensure that members provide 

dedicated labour and also bring on board new 

members to ensure that the programme benefits 

more vulnerable groups.

In the last quarter of the year under review, the 

Rural Infrastructure Development programme 

(RIDP) handed over 176 road maintenance 

clubs to the RFA. It is envisaged that a further 

175 clubs will be transferred by October 2015. 

The handing over of RIDP will scale up the 

community road maintenance programme.  

This will help improve access to a total of 4,578 

rural community roads.

Resealing of M1 Road
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REPORT
CHIEF EXECUTIVE OFFICER’S

I am pleased to present the  Roads Fund 

Administration’s (RFA) annual report 

covering the period 1July 2014 to 30 

June 2015. The year registered a number 

of significant developments in our 

operations. 
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INSTITUTIONAL LEARNING  
AND GROWTh

The RFA will continue to ensure that the 

workforce adheres to the Administration’s 

core values and vision. In the coming financial 

year, we will conclude the review of all human 

resource policies to ensure they are aligned to 

our strategic business plan which was revised in 

the year under review.

The RFA continues to be an active member of 

the African Roads Maintenance Fund Association 

and continues to benefit from best practices 

tenable in other countries.

TRAINING AND DEvELOPMENT

In order to enhance and improve operational 

efficiencies and maintain a highly skilled and 

motivated workforce. The RFA reviewed its 

training policy and has now been realigned 

towards the objectives of the  new strategic 

business plan.

In the year under review a number of staff 

received training in various fields to enhance 

their performance and productivity.

PROSPECTS

We will continue building on the achievements 

and challenges in the year under review. 

There will be continued focus on consolidating 

on current income sources, identifying and 

rolling out new revenue sources, improving on 

operational efficiencies, enhancing transparency 

and accountability to ensure value for money in 

all roads fund activities. 

vOTE OF ThANKS 

I would like to thank the Chairman and all 

Board members for their continued visionary 

guidance during the year. Let me also thank 

the management team and staff for the hard 

work and support towards the realisation of our 

common goal.

My appreciation also goes to  our implementing 

agencies; Roads Authority, the Directorate of 

Road Traffic and Safety Service and the Local 

Assemblies,  for the roles they continue to play 

towards improving our road network in Malawi 

within the limited resources. 

I would also like to commend the Malawi Energy 

Regulatory Authority (MERA) and the Malawi 

Revenue Authority (MRA) for their critical roles 

of collecting the fuel levy and international 

transit fees on our behalf.

 

I also extend my vote of thanks to the donor 

community for their unwavering support to the 

roads sector. This year, Malawi experienced the 

worst floods which rendered a number of roads 

and bridges impassable. We commend the World 

Bank for assisting with reconstruction of some 

of the damaged road structures with $24millon 

under the Malawi Floods Emergency Recovery 

Project. Let me also single out the African 

Development Bank for the support the Bank 

continues to provide in the sector.

Stewart Malata

Chief Executive Officer

Jali road after the floods
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Mwanza Road
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ThE DIRECTORATE

The operations of the Roads Fund 

Administration are managed and controlled 

by a Board comprising seven directors. 

Two of the directors are ex-official, thus the 

Secretary to the Treasury and the Secretary for 

Economic Planning and Development.

The rest of the members are drawn from four designated bodies and one from the general 

public. The bodies are, the financial institutions in Malawi, the Malawi Confederation Chamber 

of Commerce and Industry (MCCCI),  the fuel pricing authority (currently the Malawi Energy 

Regulatory Authority), and the National Local Government Finance Committee.

The following directors served office during the year under review:

•	 Mr.	George	Partridge	(representing	the	financial	institutions)’

•	 Mr.	Khuze	Kapeta	CF,	SC	(representing	the	general	interest	of	the	public)

•	 Mrs.	Wezi	Mjojo	(representing	the	National	Local	Government	Finance	Committee)

•	 	Mr.	Matthews	Chikankheni	(representing	the	Malawi	Confederation	Chamber	 

of Commerce and Industry)

•	 Mr.	Burton	Kachinjika	(representing	the	fuel	pricing	authority)

•	 	Mr.	Dingiswayo	Jere	(representing	the	fuel	pricing	authority;	Mr.	Jere	took	over	from	Mr.	

Kachinjika whose tenure had expired  in December 2014)

•	 The	Secretary	to	Treasury

•	 The	Secretary	for	Economic	Planning	and	Development

BOARD MEETINGS

The Roads Fund Administration is, by law required to meet at least once every two months. In the 

year under review, the board had complied fully with the provision, by meeting every two months.

The Secretariat is responsible for day to day operations of the Roads Fund Administration and 

is made up of three departments led by the Chief Executive Officer. The Administration’s staff 

complement	as	at	30th	June	2015	was	at	22,	having	been	down	sized	from	43.	Twenty	one	members	

of staff comprising 15 border cashiers and 5 transit fee inspectors were laid off following the 

outsourcing of the revenue collection function to Malawi Revenue Authority.

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 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	2015	was	at	23	members	of	staff	following	the	

restructuring of the revenue collection function.

Mr. Stewart Malata 

Chief Executive Officer

Mr. Ezra Dzoole 

Company Secretary  

& head of Administration

Mr. Alex Makhwatha 

head of Finance

Mr. Francis Haiya 

head of Audit

ANNUAL REPORT | 2015 ANNUAL REPORT | 2015

ACTIvITIES ThE SECRETARIAT
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ROADS FUND
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

FOR THE YEAR ENDED 30 JUNE 2015
 

Directors’ Report

The directors of the Roads Fund Administration have pleasure in submitting their report on the annual 
financial	statements	for	the	Roads	Fund	for	the	year	ended	30	June	2015.

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 finance:

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

•	 	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

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

FINANCIAL PERFORMANCE
The operating results and financial position of the Fund are set out in the statements of profit or loss and 
other comprehensive income, financial position, changes in funds and cash flows and other explanatory 
notes.

AUDITORS
The Fund’s auditors, KPMG, Certified Public Accountants and Business Advisors (Malawi), have indicated 
their willingness to continue in office.

    

George Partridge                                                 Mathews Chikankheni 
Chairman Director

13 October 2015
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FOR THE YEAR ENDED 30 JUNE 2015
 

Independent Auditor’s Report 
to the Directors of Roads Fund

The Roads Fund Administration Act requires the directors to prepare financial statements for each 
financial year which give a true and fair view of the state of affairs of the Fund as at the end of each 
financial 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 financial position of the Fund and enable them to ensure that 
the financial statements comply with the provisions of Public Finance Management Act and the Roads 
Fund Administration Act.

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

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

to any material departures being disclosed and explained in the financial statements; and
•	 	Preparation	of	financial	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 financial statements give a true and fair view of the state  
of the financial affairs of the Fund and of its operating results.

APPROvAL OF FINANCIAL STATEMENTS

The financial statements of the Fund, as indicated above, were approved by the Board of Directors  
on 13 October 2015 and signed on its behalf by:

    

George Partridge                                                 Mathews Chikankheni 
Chairman Director

Statement of the Directors’ Responsibilities 

REPORT ON ThE FINANCIAL STATEMENTS
We have audited the financial statements of the Roads Fund, which comprise the statement of financial position as 
at	30	June	2015,	and	the	statements	of	profit	and	loss	and	other	comprehensive	income,	changes	in	funds	and	cash	
flows for the year then ended, and a summary of significant accounting policies and other explanatory information as 
set out on  pages 18 to 33.

DIRECTORS’ RESPONSIBILITy FOR ThE FINANCIAL STATEMENTS 
The Fund’s directors are responsible for the preparation and fair presentation of these financial statements in 
accordance with International Financial Reporting Standards and the provisions of the Roads Fund Administration 
Act, and for such internal controls as management determines is necessary to enable the preparation of financial 
statements that are free from material misstatement, whether due to fraud or error.

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on our judgment, including the assessment of the risks of material 
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, we 
consider internal control relevant to the entity’s preparation and fair presentation of the financial statements in 
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements.

We believe that the audit evidence that we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion.

OPINION 
In our opinion, the financial statements give a true and fair view of the financial position of the Roads Fund as 
at	30	June	2015,	and	of	its	financial	performance	and	its	cash	flows	for	the	year	then	ended	in	accordance	with	
International Financial Reporting Standards and the provisions of the Roads Fund Administration Act.

Certified Public Accountants and Business Advisors 
Lilongwe, Malawi

13 October 2015

KPMG KPMG
Public Accountants and Business Advisors
Nurses Council Building
New Capital City Centre
P.O. Box 30453
Lilongwe 3. Malawi

Telephone:  (265) 01 773 855/01 773 371
Telefax:  (265) 01 771 070
Website: www.kpmg.com/mw

Resident Partners: L.M. Gama, H.B. Nyirenda, B.J. Mwenelupembe, J.C. Gondwe
KPMG Malawi, a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity.
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In thousands of Malawi Kwacha FOR THE YEAR ENDED 30 JUNE 2015
In thousands of Malawi Kwacha

Statement of Profit or Loss  
and other Comprehensive IncomeAS AT 30 JUNE 2015

Statement of Financial Position

 Notes 2015 2014
ASSETS

Current assets
  
Receivables 4 3,105,740 5,162,003
Investments 5 6,563,395   158,016 
Cash and cash equivalents 6 757,187 1,442,357 
Total current assets   10,426,322 6,762,376 

Total assets  10,426,322 6,762,376

FUNDS AND LIABILITIES

Funds
Accumulated surplus  8,049,105 4,939,828

Current liabilities 
Bank overdraft 6 856 -
Payables 7  1,933,823 1,639,741 
Advances from Malawi Government 8 122,168 -
Deferred income  - 14,477
Tax payables 10  320,370 168,330 

Total current liabilities  2,377,217 1,822,548

Total funds and liabilities  10,426,322 6,762,376

These financial statements were approved for issue by the Board of Directors on 13 October 2015  
and were signed on its behalf by:

    

George Partridge                                                 Mathews Chikankheni 
Chairman Director

These financial statements are to be read in conjunction with the notes on pages 22 to 33. 
The independent auditor’s report is on page 17.  

 Notes 2015 2014
INCOME

Fuel levy  10,687,288 10,129,124   
Road users charges  1,580,355 1,506,260
Interest income  719,952 95,240
Sundry income 11 2,410,990 144,039  
 
Total income   15,398,585 11,874,663

EXPENDITURE

Road works expenditure 12  9,279,298 8,552,164
Road Authority funding 13 1,617,500 1,382,000
Road Fund Administration funding  13 773,233 760,636
Road safety & Road Traffic Programmes  242,420 349,200
IGPWP Community roads   328,399 317,967
Bank charges and commissions   48,458 14,825

Total expenditure  12,289,308 11,376,792

SURPLUS FOR THE YEAR    3,109,277 497,871

These financial statements are to be read in conjunction with the notes on pages 22 to 33. 
The independent auditor’s report is on page 17.  
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FOR THE YEAR ENDED 30 JUNE 2015 FOR THE YEAR ENDED 30 JUNE 2015
In thousands of Malawi Kwacha In thousands of Malawi Kwacha

Statement of Cash FlowsStatement of Changes in Funds 

   Accumulated 
   Surplus

Year ended 30 June 2015

Balance	as	at	1	July	2014	 	 	 4,939,828
Surplus for the year     3,109,277

Balance at 30 June 2015    8,049,105

Year ended 30 June 2014

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

Balance at 30 June 2014   4,939,828

These financial statements are to be read in conjunction with the notes on pages 22 to 33. 
The independent auditor’s report is on page 17.  

 Notes 2015 2014
INCOME

Cash flows from operating activities
Surplus for the year  3,109,277  497,871 
Adjustments for:
Interest receivable   (719,952) (95,240) 
Change in payables 
(including deferred income and taxes payable)  431,645  (309,161)  
Change in receivables  2,056,263   1,280,051
 
Cash inflows from operating activities  4,877,233 1,373,521

Cash flows from investing activities
Interest received  719,952 95,240

Net cash generated from investing activities  719,952 95,240

Cash flows from financing activities 
Movement in Advances from Malawi Government  122,168 470,388
Net cash from/ (used in) financing activities   122,168 (470,388)
Net increase in cash and cash equivalents  5,719,353 998,373
Cash and cash equivalents at the beginning of year   1,600,373 602,000
Cash and cash equivalents at the end of the year  7,319,726 1,600,373
 
ADDITIONAL INFORMATION
Increase in net working capital   3,109,277 497,871

Cash and cash equivalents comprise:

Investments 5 6,563,395 158,016
Bank and cash balances 6 756,331   1,442,357

  7,319,726   1,600,373

These financial statements are to be read in conjunction with the notes on pages 22 to 33. 
The independent auditor’s report is on page 17.  
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Notes to the Financial Statements (Continued)
FOR THE YEAR ENDED 30 JUNE 2015 FOR THE YEAR ENDED 30 JUNE 2015

  

 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 off 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.

 Provision for doubtful receivables
  As detailed in note 4 to the financial statements a provision of MK22.3 million (2014: MK2.8 billion) 

has been made against receivables. Most of the provision has been written back except for MK22.3 
million since most of outstanding fuel levy receivable was received in the year. 

e)  New standards and interpretations not yet adopted
  At the date of authorisation of these financial statements, the following relevant Standards and 

Interpretations	were	in	issue	but	not	yet	effective	for	the	year	ended	30	June	2015:

 a)  IFRS 7 Financial Instruments: Disclosures - Amendments enhancing disclosures about  
offsetting of financial assets and financial liabilities (effective for annual periods beginning on 
or	after	1	January	2015	and	interim	periods	within	those	periods).

 b)  IFRS 7 Financial Instruments: Disclosures – Amendments requiring disclosures about the 
initial	application	of	IFRS	9	(effective	for	annual	periods	beginning	on	or	after	1	January	2015	
(or otherwise when IFRS 9 is first applied).

 e)  IFRS 9 Financial Instruments - Classification and Measurement (effective for annual periods 
beginning	on	or	after	1	January	2015	–	mandatory	application	date	amended	December	2011).

 f)  IFRS 9 Financial Instruments – Accounting for financial liabilities and de recognition (effective 
for	annual	periods	beginning	on	or	after	1	January	2015	–	mandatory	application	date	
amended December 2011).

 g)  IFRS 12 Disclosure of Interests in Other Entities (effective for annual periods beginning on or 
after	1	January	2015).

 h)  IFRS 13 Fair Value Measurement	(effective	for	annual	periods	beginning	on	or	after	1	January	
2015).

 i)  IAS 1 Presentation of Financial Statements - Amendments to revise the way other 
comprehensive income is presented (effective for annual periods beginning on or after 1 July 
2014).

 j) IAS 19 Employee Benefits – Amended Standard resulting from Post-Employment 
   Benefits and Termination Benefits projects (effective for annual periods beginning on or after 

1	January	2015).
 k)  IAS 28 Investments in Associates – Reissued as IAS 28 Investments in Associates and Joint 

Ventures	(as	amended	in	2011)	(effective	for	annual	periods	beginning	on	or	after	1	January	
2015).

 l)  IAS 32 Financial Instruments: Presentation - Amendments to application guidance on the 
offsetting of financial assets and financial liabilities (effective for annual periods beginning on 
or after 1 January 2015).

The Fund is currently in the process of evaluating the potential effect of these standards on the 
Administration’s financial statements once they become effective. 

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 finance:

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

•	 	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

•	 	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

a) Statement of compliance
  The financial 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.

b) Basis of preparation
 The financial statements have been prepared on the historical cost basis. 

c) Functional and presentation currency 
  These financial statements are presented in Malawi Kwacha, which is the Fund’s functional 

currency.

d) Use of estimates and judgments 
  The preparation of financial statements in conformity with IFRSs requires management to make 

judgments, 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 judgments 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 recognised 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
 

Notes to the Financial Statements
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In thousands of Malawi Kwacha

 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.

  All road user charges received in advance is classified 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 specific 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.

(d) Taxation
  Under the First Schedule of the Taxation Act, the Roads Fund Administration is exempt from 

income tax. 

4 | RECEIvABLES

  2015 2014
 
Fuel levy receivable 2,857,949 7,789,783
Mobilisation advances 270,051 96,696
Other receivables - 75,524
Provision for doubtful receivables (22,260) (2,800,000)
 
Total receivables 3,105,740  5,162,003 

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. 
 
Ageing of fuel levy receivable
Current 1,702,178 384,923
30-60 days 899,378 734,400
60-90 days 68,301 618,038
90-120 days 62,421 88,528
120 days + 125,671  5,963,894

Total 2,857,949  7,789,783

As	at	30	June	2015,	fuel	levy	receivable	which	was	past	due	but	not	yet	received	amounted	to	MK1,	156	
million (2014: MK7, 857 million). 

3 | SIGNIFICANT ACCOUNTING POLICIES 

The accounting policies set out below have been applied consistently to both periods presented in these 
financial statements, unless otherwise stated.

(a) Financial instruments
  Financial assets and financial liabilities are recognised on the Roads Fund’s statement of financial 

position when the Fund becomes a party to the contractual provisions of the instrument. The Roads 
Fund classifies its financial assets in the following categories: financial assets at fair value through 
profit 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 recognised in the statement of 
profit 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 financial institutions maturing within three months are 
treated as cash and cash equivalents.

 Financial assets at fair value through profit 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 insignificant risk of changes in value.

 Payables
  Payables are initially measured at fair value, and are subsequently measured at amortised cost, 

using the effective interest rate method.

(b) 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 financial position date. Where a provision is measured 
using the cash flows estimated to settle the present obligation, its carrying amount is the present 
value of those cash flows.

  When some or all of the economic benefits 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.

(c)  Income
 Income for the Roads Fund principally comprises of fuel levy and road user charges.
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7 | PAyABLES  
 2015 2014

Accrued contract expenses  1,477,752 1,111,138
Lake resorts access roads – Ministry of Tourism  4,491 22,117
Road projects – compensation payments 35,506 -
Retentions payable  248,905  177,230
National Construction Industry Council levy   17,128  7,260
Ministry of Transport- Rail Maintenance Fund -  318
Ministry of Lands – Area 43 Roads  2,066  2,066
Other accrued expenses  147,975   319,612

Total payables  1,933,823   1,639,741

Accrued contract expenses relate to value for works done up to year- end for which payment had not 
yet been made and/or certificates 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 MK4.5 million (2014: MK22.1 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 the balance 
was MK35.5 million (2014: nil). 

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 balance as at year end MK248.9 million (2014: MK177.2 million).

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’ 
certificates and consultants’ invoices. As at year end, MK17.1 million (2014: MK7.3 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 MK2.1 million.(2014: MK2.1 million) No 
interest is charged on these amounts.

Other accruals comprise of accrued funding to the Roads Fund Administration of MK94.5 million. (2014: 
MK146.1 million). Accrued funding to the Road Traffic for the maintenance of weighbridges for axle 
load control MK7.0 million. (2014: 106.1 million). Also included are accrued commissions to the MRA for 
transit fee collection of MK18.3 million (2014: MK0.8 million), and accrued wages for community road 
maintenance clubs for MK27.7 million (2014: MK62.9 million). The accruals do not attract any interest.

4 | RECEIvABLES (CONTINUED)
 2015 2014

Movement in provision for doubtful receivables

Balance at the beginning of the year 2,800,000  2,800,000
Amounts recovered during the year (2,280,465)  -
Amounts adjusted during the year by MERA 1,993 -
Amounts adjusted during the year by MERA meant for Road Tax  (499,268) -

Balance at the end of the year 22,260  2,800,000

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 
certificates. The advances do not earn any interest.

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

5 | INvESTMENTS

Call accounts   237,113 158,016
Fixed deposits 6,326,282  -
 
Total investments   6,563,395  158,016  

Investments are in respect of amounts placed on call accounts and fixed deposits and earn annual 
interest rates of between 7% and fixed deposits an average of 21%. Included in investments are 
compensation funds managed on behalf of the Government of Malawi as detailed in note 8. 

6 | CASh AND CASh EQUIvALENTS 

Local currency denominated balances - 220,732
United States Dollar denominated balances 757,187  1,221,625 
Subtotal  757,187 1,442,357
Bank overdraft (856) -

Bank and cash balances 756,331 1,442,357 

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 had an overdraft facility for MK450 million with Malawi Savings Bank Limited which expired in 
May 2015 and was secured over fuel levy proceeds to the bank.
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 2015 2014

11 | SUNDRy INCOME

Bad debt provision movement 2,280,465 -
Exchange gain  92,190 68,919
Liquidated damages 18,271 32,008
Other  20,064  43,112

Total Sundry Income  2,410,990 144,039

 The provision for bad debt has been written back because in the year most of the Fuel Levy receivable 
that had accumulated was received leaving only MK22.3 million. The rest of the Levy receivable relates to 
the current year’s levy.

12 | ROAD WORKS EXPENDITURE

Rehabilitation 2,113,900 1,518,963
Routine maintenance 807,806 847,754
Pothole patching 1,275,624 1,019,491
Spot repairs 1,160,920 1,035,957
Road Signs and Markings 370,774 376,288
Grading and Reshaping 339,549 1,548,257
Supervision 663,916 697,838
Bridge construction 829,997 567,454
Planning, design and studies 323,848 125,321
Emergency works 1,170,521 597,770
Grass cutting 222,443  217,071
 
Total road works expenditure 9,279,298  8,552,164 

13 | 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 profit or loss and other comprehensive 
income represent the funding made by the Roads Fund Administration in the year in line with these 
requirements.

Roads Authority funding 1,617,500 1,382,000 
Roads Fund administration funding  773,233  760,636

 2015 2014

8 | ADvANCES FROM MALAWI GOvERNMENT
 
At the beginning of the year (20,909) 470,388
Amounts advanced in the year 1,222,049 1,938,777
Amounts utilised/repaid in the year (1,078,972)  (2,430,074) 

At the end of the year 122,168  (20,909)

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 Administration is to claim the excess amount from Government. 

9 | PROvISIONS

At beginning of the year  -  29,105 
Additions in the year - -
Amounts utilised in the year - (29,105) 
At end of the year - - 

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 off 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 PAyABLES

value Added Tax 266,328 133,706
Withholding tax payable  54,042  34,624

Total taxes payable  320,370 168,330

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’ certificates and 
consultants’ invoices.

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

 The Roads Fund Administration entered into an Annual Financing Agreement with the Roads Authority to 
finance 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 MK3, 722 million (2014: MK588 million) in respect of 
such rehabilitation, maintenance and supervision contracts.

16 | FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS 

16.1 Categories of financial instruments
 The analysis below sets out the Roads Fund’s classification of financial assets and liabilities and their 
values as included in the statement of financial position.

 Notes 2015 2014
Financial assets
held to maturity investments  5 6,563,395 158,016
Cash and cash equivalents  6 757,187 1,442,357
Receivables   4  3,105,740  5,162,003
Total financial assets   10,426,322  6,762,376 

Financial liabilities
Payables and advances    2,377,217  1,822,548 
Total financial liabilities   2,377,217  1,822,548

16.2 Interest rate risk management
 The Roads Fund is exposed to interest rate risk as it holds a significant portion of its assets in interest-
bearing investments. The risk is managed by maintaining an appropriate mix of floating and fixed rate 
investments. Significant portion of assets in interest bearing investments are detailed below:

 Less to  3 to 12
  1 month months Total
2015
Assets
Term deposit  6,563,395 - 6,563,395
Current accounts  757,187 - 757,187
Total  7,320,582 - 7,320,582
Liabilities
Bank overdraft 856 - 856

2014
Assets
Term deposit  158,016 - 158,016
Current accounts  1,442,357 - 1,442,357
Total   1,600,373 - 1,600,373

14 | 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 to 
  by related parties related parties
2015
Malawi Government advances  - 122,168
Ministry of Tourism advance  - 4,491
Ministry of Lands   - 2,066
Malawi Revenue Authority – Commission - 18,328
Roads Fund Administration - 94,524
Road Traffic Directorate - 7,010
Malawi Revenue Authority- Taxes   - 320,370

Total (receivable)/payable -  568,957

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 Traffic Directorate - 106,113
Malawi Revenue Authority- Taxes   - 168,330

Total (receivable)/payable 20,909  445,842

 As managers of the Roads Fund, the Roads Fund Administration and the Roads Fund have a related party 
relationship. Accordingly, the financial statements for the Roads Fund Administration and these financial 
statements should be considered together for related party relationship purposes.
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16.5 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 fluctuations arise. however, the level of transactions in foreign 
currencies is currently low. 

The Roads Fund had the following foreign currency position:
 2015 2014
Assets 
United States Dollar Denominated accounts 757,187 1,221,625

17 | 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 National Consumer Price Index, which represents 
an official measure of inflation.
 2015 2014

Kwacha/US Dollar 441.41 440.42
Inflation rate (%) 22.2%   22.5%

As at the date of signing these financial statements, the exchange and inflation rates had moved as 
disclosed below:

Kwacha/US Dollar  568.59 
Inflation	rate	(June	2015)	 	 	24%	

18 | CONTINGENT LIABILITIES

There were no contingent liabilities during the year requiring disclosures in the financial statements.

19 | COMMITMENTS

There were no commitments during the year requiring disclosures in these financial statements.

20 | SUBSEQUENT EvENTS 

Subsequent to year end, nothing has occurred requiring adjustments to and/or disclosure in these 
financial statements. 

16 | FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS (CONTINUED)

16.3 Credit risk management
Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in 
financial loss to the Roads Fund. The Roads Fund deals with creditworthy counterparties and obtains 
sufficient collateral where appropriate as a means of mitigating the risk of financial 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.

16.4 Liquidity risk 
Liquidity risk arises where the operations of the Roads Fund cannot be funded due to mismatches in the 
cash flows of assets and liabilities within the statement of financial position. 
 
Liquidity risk management
The Roads Fund manages liquidity risk by maintaining adequate liquid assets and continuously 
monitoring forecast and actual cash flows and matching the maturity profiles of financial assets and 
liabilities.
  Up to 1–3 3-12 Over 
  1 month months months 1 period Total
30 June 2015
Assets 
Bank and cash balances 
including term deposit 7,320,582 - - - 7,320,582
Other receivables  3,105,740 - - - 3,105,740
Total assets  10,426,322 - - - 10,426,322

Liabilities
Accrued expenses  1,468,950 - - - 1,468,950
Taxes payable  320,370 - - - 320,370
Other payables - - 587,041 - 587,041
Bank overdraft 856 - - - 856
Severance pay  - - - - -
Total liabilities  1,790,176 - 587,041 - 2,377,217

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
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ROADS FUND ADMINISTRATION
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

FOR THE YEAR ENDED 30 JUNE 2015

Directors’ Report

The directors of Roads Fund Administration have pleasure in submitting their report on the annual 
financial	statements	for	the	year	ended	30	June	2015.

INCORPORATION AND REGISTERED OFFICE
Roads Fund Administration is a statutory organization 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 financial position of the Administration are set out in the statements of 
financial position, profit or loss and other comprehensive income, changes in funds, cash flows and 
other explanatory notes from pages 42 to 52.

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 Up To December 2014
Mr. Matthews Chikankheni  – Member Full year
Mr.	Dingiswayo	Jere	 –	Member	 From	March	2015
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 2015 2014
   MK’000 MK’000
Fees 2,500 2,813

AUDITORS
The Administration’s auditors, KPMG, Certified Public Accountants and Business Advisors (Malawi),  
have indicated their willingness to continue in office.

    

George Partridge                                                 Mathews Chikankheni 
Chairman Director

13 October 2015
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We have audited the financial statements of Roads Fund Administration, which comprise the statement of financial 
position	as	at	30	June	2015,	and	the	statements	of	profit	or	loss	and	other	comprehensive	income,	changes	in	funds	
and cash flows for the year then ended, and notes, comprising a summary of significant accounting policies and 
other explanatory information as set out on pages 42 to 52.

DIRECTORS’ RESPONSIBILITy FOR ThE FINANCIAL STATEMENTS 
The directors are responsible for the preparation and fair presentation of these financial statements in accordance 
with International Financial Reporting Standards and  the provisions of the Roads Fund Administration Act  and for 
such internal controls as directors determine is necessary to enable the preparation of financial statement that are 
free from material misstatement whether due to fraud or error.

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on our judgment, including the assessment of the risks of material 
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, we 
consider internal control relevant to the entity’s preparation and fair presentation of the financial statements in 
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements.

We believe that the audit evidence that we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion.

OPINION 
In our opinion, the financial statements give a true and fair view of the financial position of the Roads Fund 
Administration	as	at	30	June	2015,	and	of	its	financial	performance	and	its	cash	flows	for	the	year	then	ended	 
in accordance with International Financial Reporting Standards and the provisions of the Roads Fund  
Administration Act.

Certified Public Accountants and Business Advisors 
Lilongwe, Malawi

13 October 2015

KPMG KPMG
Public Accountants and Business Advisors
Nurses Council Building
New Capital City Centre
P.O. Box 30453
Lilongwe 3. Malawi

Telephone:  (265) 01 773 855/01 773 371
Telefax:  (265) 01 771 070
Website: www.kpmg.com/mw

Resident Partners: L.M. Gama, H.B. Nyirenda, B.J. Mwenelupembe, J.C. Gondwe
KPMG Malawi, a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity.

Independent Auditor’s Report 
to the Directors of Roads Fund AdministrationFOR THE YEAR ENDED 30 JUNE 2015

Statement of the Directors’ Responsibilities 

The Roads Fund Administration Act, requires the directors to prepare financial statements for each 
financial year which give a true and fair view of the state of affairs of the Administration as at the end of 
each financial 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 financial position of the Administration and enable 
them to ensure that the financial statements comply with the Roads Fund Administration Act.

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

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

any material departures being disclosed and explained in the financial statements; and
•	 	Preparation	of	financial	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 financial statements give a true and fair view of the state of the 
financial affairs of the Administration and of its operating results.

APPROvAL OF FINANCIAL STATEMENTS

The financial statements of the Administration as indicated above were approved by the Board of 
Directors on 13 October 2015 and signed on its behalf by:

    

George Partridge                                                 Mathews Chikankheni 
Chairman Director
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Statement of Profit or Loss and other Comprehensive Income

 Notes 2015 2014
INCOME
Funding from the Roads Fund  703,433 631,766 
Release from capital fund  75,709 67,311
Other income   22,760 11,908 
 
Total income    801,902 710,985

EXPENDITURE

Staff costs and training expenses     325,993 306,931
Premises and office expenses  118,279 114,630
Travel and motor vehicle expenses  118,858 95,224
Other administrative expenses  100,567 90,483
Depreciation 4 75,709  67,311
Consultancy and professional expenses  64,438 10,703 

Total expenditure  803,844 685,282

(DEFICIT)/SURPLUS FOR THE YEAR   11 (1,942) 25,703

These financial statements are to be read in conjunction with the notes on pages 42 to 52. 
The independent auditor’s report is on page 37. 

Statement of Financial Position

 Notes 2015 2014
ASSETS

Non-current assets

Property, plant and equipment  4  227,907  266,309 

Current assets
  
Inventories 5 9,721 11,241
Receivables  6  124,439 91,118 
Cash and cash equivalents 7 29,651 17,806 
Total current assets   163,811 120,165 

Total assets  391,718 386,474 
   
FUNDS AND LIABILITIES

Funds
Capital fund   333,883 339,791 
Accumulated surplus   25,612 27,554

Total funds  359,495 367,345

Current liabilities
Payables 8 9,300 7,110 
Provisions 9 13,177 9,396
Tax payables 10  9,746 2,623 

Total current liabilities  32,223 19,129 

Total funds and liabilities  391,718 386,474

  
These financial statements were approved for issue by the Board of Directors on 13 October 2015 and 
were signed on its behalf by:

    

George Partridge                                                 Mathews Chikankheni 
Chairman Director

These financial statements are to be read in conjunction with the notes on pages 42 to 52. 
The independent auditor’s report is on page 37. 
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Statement of Cash Flows

 Notes 2015 2014
Cash flows from operating activities
(Deficit)/surplus for the year  (1,942)  25,703
Adjustments for:

Depreciation 4 75,708 67,311
Profit on disposal of plant and equipment  (11,213) (181)
Interest receivable   (4,861) (2,257) 
Release from capital fund  (75,708)  (67,311)
 
Cash inflow from operating activities  (18,016) 23,265 

Change in inventories   1,520 1,245
Change in receivables  (33,321) (67,882)
Change in payables   9,313 1,777
Change in provision and taxes payable  3,781 (43,904)

Net cash used in operating activities  (36,723) (85,499)

Cash flows from investing activities

Proceeds on disposal of property, plant and equipment  11,220 181
Interest received  4,861 2,257
Purchase of property, plant and equipment 4 (37,313) (75,015)

Net cash used in investing activities  (21,232) (72,577)

Cash flows from financing activities 
Capital funds cash receipts  69,801 128,871
Net cash from financing activities  69,801 128,871 
Net cash increase/ (decrease) in cash and cash equivalents  11,845 (29,205)
Cash and cash equivalents at the beginning of year   17,806 47,011

Cash and cash equivalents at the end of the year 7 29,651 17,806
 
ADDITIONAL INFORMATION
Increase in net working capital  30,552 79,558

These financial statements are to be read in conjunction with the notes on pages 42 to 52. 
The independent auditor’s report is on page 37. 

Statement of Changes in Funds

  Accumulated  
 Capital fund surplus Total 
For the year ended 30 June 2015

Balance at the beginning of the year 339,791 27,554 367,345 
Capital grants received in the year 69,800 - 69,800
Release to income (75,708) - (75,708)
Deficit for the year - (1,942) (1,942)
Balance at the end of the year  333,883 25,612 359,495

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 
 
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 fund and released to income over 
the life of the related assets in line with the depreciation charge of the assets.

These financial statements are to be read in conjunction with the notes on pages 42 to 52. 
The independent auditor’s report is on page 37. 
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(f) Employee benefits
  The Administration contributes to a defined contribution pension scheme for employees. 

Contributions are charged to the statement of profit and loss and other comprehensive income in 
the period in which the related employment costs arises.

(g)  New standards and interpretations not yet adopted
  At the date of authorization of these financial statements, the following relevant Standards and 

Interpretations	were	in	issue	but	not	yet	effective	for	the	year	ended	30	June	2015:

  a)  IFRS 7 Financial Instruments: Disclosures - Amendments enhancing disclosures about 
offsetting of financial assets and financial liabilities (effective for annual periods beginning on 
or	after	1	January	2015	and	interim	periods	within	those	periods).

 b)  IFRS 7 Financial Instruments: Disclosures – Amendments requiring disclosures about the 
initial	application	of	IFRS	9	(effective	for	annual	periods	beginning	on	or	after	1	January	2015	
(or otherwise when IFRS 9 is first applied).

 c)  IFRS 9 Financial Instruments - Classification and Measurement (effective for annual periods 
beginning	on	or	after	1	January	2015	–	mandatory	application	date	amended	December	2011).

 d)  IFRS 9 Financial Instruments – Accounting for financial liabilities and de recognition (effective 
for	annual	periods	beginning	on	or	after	1	January	2015	–	mandatory	application	date	
amended December 2011).

 e)  IFRS 12 Disclosure of Interests in Other Entities (effective for annual periods beginning on or 
after	1	January	2015).

 f)  IFRS 13 Fair Value Measurement	(effective	for	annual	periods	beginning	on	or	after	1	January	
2015).

 g)  IAS 1 Presentation of Financial Statements - Amendments to revise the way other 
comprehensive income is presented (effective for annual periods beginning on or after 1 July 
2014).

 h)  IAS 19 Employee Benefits – Amended Standard resulting from Post-Employment Benefits and 
Termination	Benefits	projects	(effective	for	annual	periods	beginning	on	or	after	1	January	
2015).

 i)  IAS 28 Investments in Associates – Reissued as IAS 28 Investments in Associates and Joint 
Ventures (as	amended	in	2011)	(effective	for	annual	periods	beginning	on	or	after	1	January	
2015).

 j)  IAS 32 Financial Instruments: Presentation - Amendments to application guidance on the 
offsetting of financial assets and financial liabilities (effective for annual periods beginning on 
or after 1 January 2015).

  The Administration is currently in the process of evaluating the potential effect of these standards 
on the Administration’s financial statements once they become effective. 

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

a) Statement of compliance
  The financial 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.

b) Basis of preparation
 The financial statements have been prepared on the historical cost basis.

c)  Functional and presentation currency 
  These financial statements are presented in Malawi Kwacha, which is the Administration’s 

functional currency.

d) Use of estimates and judgments 
 Critical judgments in applying the Administration’s accounting policies
  No critical judgments were made by management during the current period which would have a 

material impact on the financial statements.

 Key sources of estimation uncertainty
  The key assumptions concerning the future and other key sources of estimation uncertainty at the 

financial reporting date that might have a significant risk of causing a material adjustment to the 
carrying amounts of assets and liabilities within the next financial year are discussed below.

 Valuation of property, plant and equipment
	 •	 Note	3	(a):	Property,	plant	and	equipment	–	useful	lives	and	residual	values.

e) Foreign currency translations
  The results and financial position of the Administration are expressed in Malawi Kwacha, which 

is the functional currency of the Administration and the presentation currency for the financial 
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 reporting 
date, monetary items denominated in foreign currencies are retranslated at the rates prevailing on 
the statement of financial position date. 

  Exchange differences arising on the settlement of monetary items, and on the retranslation of 
monetary items, are included in the statement of profit or loss and other comprehensive income 
for the year.
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(d) Financial instruments
  Financial assets and liabilities are recognised on the Administration’s statement of financial 

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 profit 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 
insignificant 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.

(e)  Assets impairment
  At each reporting 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 recognised 
immediately in profit or loss.

  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 profit and loss and other comprehensive income.  

3 | SIGNIFICANT ACCOUNTING POLICIES

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

(a) 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 fittings  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 profit or loss and other comprehensive income.

(b) Foreign currency transactions
  The results and financial position of the Roads Fund Administration are expressed in Malawi 

Kwacha, which is the functional and presentation currency of the Roads Fund Administration.

  In preparing the financial 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 reporting date, monetary items denominated in foreign currencies are retranslated at the 
rates prevailing on the statement of financial position date.

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

(c) Inventories
  Inventories are stated at the lower of cost and net realisable value, with cost determined on first-in, 

first-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.
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3 | SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(f) 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 financial position date. Where a provision is measured 
using the cash flows estimated to settle the present obligation, its carrying amount is the present 
value of those cash flows.

  When some or all of the economic benefits 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.

(g)  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 specific 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 finance 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.

(h)  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 financial asset to that asset’s net carrying amount.

(i)  Taxation
  Under the First Schedule of the Taxation Act, The Roads Fund Administration is exempt from 

income tax. 

(j)  Payables
  Payables are initially measured at fair value, and are subsequently measured at amortised cost, 

using the effective interest rate method.

4 | PROPERTy, PLANT AND EQUIPMENT
     Capital
 Land and Motor Office Office work in
2015 buildings vehicles furniture  equipment progress Total 

Cost
At the beginning of the year 92,115 256,758 26,248 83,456 - 458,577
Additions - 26,919 594 8,331  37,388 73,232
Capitalisation  - - - -  (35,925)  (35,925)
Disposals in the year - (20,199) - (582) -  (20,781) 

At end of the year 92,115 263,478 26,842  91,205  1,463  475,103

Depreciation
At the beginning of the year 2,299 110,244 18,378 61,347 - 192,268
Charge for the year  2,299 59,114 4,035 10,261 - 75,709
Disposals in the year -  (20,199) - (582)  -  (20,781)

At the end of the year 4,598 149,159 22,413 71,026 - 247,196

Carrying amount   
At end of the year 87,517 114,319 4,429 20,179 1,463  227,907

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
Charge for the year  2,299 48,356 4,314 12,342 - 67,311
Disposals in the year - - - (1,212) - (1,212) 
At the end of the year 2,299 110,244 18,378 61,347 - 192,268
Carrying amount
At end of the year  89,816 146,514 7,870 22,109 - 266,309 
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   2015 2014

10 | TAXES PAyABLE

Fringe benefits tax 3,953 2,063
Pay As you Earn  4,951 -
Withholding tax  842   560  
Total taxes payable  9,746  2,623  

Fringe	benefits	tax	is	for	the	quarter	ended	30	June	2015	while	withholding	tax	relates	to	amounts	
deducted	from	suppliers	on	behalf	of	the	Malawi	Revenue	Authority	in	the	month	of	June	2015.	The	taxes	
payable represent tax already collected but not yet remitted to MRA.

11 | DEFICIT FOR ThE yEAR

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

Depreciation on property, plant and equipment 75,709 67,311
Directors’ fees and expenses 28,373 36,203
Auditors’ remuneration 9,600 7,500 
Pension scheme contributions 21,957 20,545
Tevet levy 2,100 1,896
Interest receivable (4,861) (2,257)
Profit on disposal of plant and equipment (11,220) 181
Other income (6,679) (9,649)
Release from capital fund  (75,708) (67,311)

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 financial statements for the Roads Fund and these financial 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:

   2015 2014

5 | INvENTORIES

Stationery and consumables   9,721   11,241

6 | RECEIvABLES

Funding receivable 94,524 64,133
Prepaid rent - 147
Staff receivables 12,031 6,520
Prepaid insurance  12,954 14,692
Other prepayments  4,930 5,626
Total receivables  124,439 91,118 

7 | CASh AND CASh EQUIvALENTS
 
Bank balances   29,651  17,806 
  
8 | PAyABLES

Payables to suppliers 8,050 7,110
Other payables  1,250 -  
Total payables  9,300   7,110 

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 financial risk management policies in place to 
ensure that all payables are paid within 30 days.

9 | PROvISIONS
 
Audit fees 11,077 7,500
Tevet levy 2,100  1,896
Total provisions 13,177   9,396 
 
Audit fees are a provision for professional services rendered by external auditors in respect of the audit 
of	the	financial	statements	of	the	Roads	Fund	and	the	Administration	for	the	year	ended	30	June	2015.

All employees are on pension.
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13 | FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS (CONTINUED)
13.4 Liquidity risk management (Continued)

The Administration had the following categories of financial assets and liabilities at year end:
  Up to   1-3  3-12 
2014 1 month   months  months  Total
Assets 
Cash and cash equivalents  17,806 - - 17,806

Total  17,806 - - 17,806 

Liabilities
Payables and provisions  16,506 - - 16,506 
Taxes  2,622 - - 2,622
Total  19,128 - - 19,128
 
2015  
Assets 
Cash and cash equivalents  29,651 - - 29,651  

Total  29,651 - - 29,651

Liabilities
Payables and provisions  22,477 - - 22,477
Taxes  9,746 - - 9,746

Total  32,223 - - 32,223
 
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.

Compensation to key personnel
 2015   2014
 MK’000   MK’ 000

Salaries and benefits of senior management personnel 217,434   104,504 

13 | FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS

13.1 Categories of financial instruments

The analysis below sets out the Roads Fund Administration’s classification of financial assets and 
liabilities and their values as included in the statement of financial position.
   2015 2014

Financial assets
Bank balances and cash  29,651 17,806
Receivables  124,439  91,118
 
Total 154,090 108,924

Financial liabilities
Payables  32,223 19,128

13.2 Interest rate risk management
The Roads Fund Administration avoids significant exposure to interest rate risk by not holding significant 
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 
financial loss to the Administration. The Administration deals only with creditworthy counterparties as a 
means of mitigating the risk of financial loss from defaults.

The Administration had only staff loans amounting to K12 million (2014: K6.5 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 flows and matching the maturity profiles of financial assets and 
liabilities.
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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 National Consumer Price Index, 
which represents an official measure of inflation.
   2015 2014

Kwacha/US Dollar 441.41 440.00
Inflation rate (%) 22.2%   22.5%

As at the date of signing these financial statements, the exchange and inflation rates had moved as 
disclosed below:

Kwacha/US Dollar  569.49 
Inflation	rate	(June	2015)	 	 24%	

15 | CONTINGENT LIABILITIES

There were no any contingent liabilities during the year.

16 | COMMITMENTS

There were no any commitments during the year.

17 | SUBSEQUENT EvENTS 

There are no significant events that have occurred after year end which could necessitate adjustments to 
or disclosure in the financial statements.


