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RESERVE BANK OF MALAWI

DIRECTORS’ REPORT AND STATEMENT OF DIRECTORS’ RESPONSIBILITIES (Continued)
For the year ended 31 December 2018

EXPORT DEVELOPMENT FUND LIMITED (EDF) (continued)

Export Developmgnt Fund (EDF) Limited was registered as a limited liability company on the 6" of February 2012. The
company was registered with a share capital of K500 mitlion (Five Hundred Million Kwacha) divided into 500 million shares of
}(1.00 (Ope 'Kwacha) each. During the year ended 31 December 2015, an additional 50 million shares of K1 each were
issued bringing the total share capital to MK 550 million ( Five Hundred and Fifty Million Kwacha) divided into 550 miliion
ordinary shares of one Kwacha each. Further to this, the Bank has since injected an additional paid in capital of K3,150
million bringing the Bank’s total investment in EDF to K3,700 million. As at 31 December 201 8, Reserve Bank of Malawi
holds 99.99% of the equity in EDF.

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

Government borrowing from the Reserve Bank of Malawi is guided by section 40 of the Reserve Bank of Malawi Act, (Cap.
44:02 of the Laws of Malawi), which stipulates that the total amount of advances outstanding at any time made by the Bank
under this section shall not exceed 10 percent (10 percent in 2017) of the domestic revenue of the Government for the
previous financial year. As at 31 December 2018, the outstanding Advances to Government did not exceed the legal limit.

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

BOARD OF DIRECTORS

The following directors served on the Board during the year:

Name Position Period
Dr. Dalitso Kabambe Governor & Chairman Full Year
Ms. Meg Kajiyanike Deputy Governor, Corporate Affairs Up to 13" April 2018
Dr. Grant Kabango Deputy Governor, Economics and Regulation  Full Year

Secretary to the Treasury - Ex Officio
Dr. Ben Botolo member Full Year
Justice I. J Mtambo Member Up to 22M June 2018
Mr. David Leslie Grimes Member Up to 22" june 2018
Mrs. Dorothy Ngwira Member Up to 22" June 2018
Ms. Rosemary Mkandawire Member Up to 22™ June 2018
Dr Martin Phangaphanga Member Full Year
Mr Pius Mulipa Member From 1%t July 2018
Ms. Maria Msiska Member From 1%t July 2018

From 1% July 2018 to 18 November

Ms. Rosemary Kanyuka Member 2018

FINANCIAL POSITION

The statements of financial position are presented on pages 6 and 7. Total assets of the Group decreased by K13,498
million during the year. Significant decreases were in treasury notes (K164,748 million) and cash anc_i cash equiyalents
(K15,111 million). The decreases were offset by increases in treasury bills (K87,574 million), properties and equipment
(K28,744 million), advances to Malawi Government (K26,731 million), balances with International Monetary Fund (K4,645
miflion), and other assets (K9,866 million).

Significant increases in the liabilities were in other deposits (K67,722 million), government deposigs (K50.75‘1 million) notes
and coins in circulation (K29,077 million), liabilities to International Monertary Fund (K6,080million). The increases were
offset by decreases in other liabilities (K1,643 million), bankers'deposits (K18,568 miltion) and Open Markets Operations
(OMO) instruments (K189,257 million) .

DIRECTORS INTEREST )
There were no contracts entered into during the year in which directors or officers of the Group had interests that

significantly affected the affairs or business of the Group.
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RESERVE BANK OF MALAWI

DIRECTORS’ REPORT AND STATEMENT OF DIRECTORS' RESPONSIBILITIES {Continued)
For the year ended 31 December 2018

BOARD OF DIRECTORS (Continued)
GOING CONCERN

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

THE ROLE OF THE BOARD OF DIRECTORS

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

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

The consolidated and separate financial statements on pages 6 to 94 were approved by the Board on 22" March 2019

and are signed on its behalf by:

Dalitse Kabambe (PhD) Ms. l\k;%ysiska

Governor & Chairman of the Board Chair, on, Board Audit Committee







Responsibliities of the directors for the consolidated and Separate annual financial statements

The directors are responsible for the preparation of the consolidated and separate annual financial statements that give a
true and fair view in accordance with Intemationa) Financial Reporting Standards and in the manner required by the
Reserve Bank of Malawi Act, (Cap. 44:02 of the Laws of Malawi) and for such intemnal control as the directors determine is
necessary to enable the preparation of consolidated and separate annual financial statements that are fres from material
misstatement, whether due to fraud or error.

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

Auditor’s responsibliities for the audit of the consolidated and separate annual financlal statements

Our objectives are to obtain reasonable assurance about whether the consolidated and separate annual financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reascnably be expected to
influence the economic decisions of users taken on the basis of these consolidated and separate annual financial
statements.

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

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

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

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

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

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

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

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

SirmsNtamle nlioboote Cront Hoernton loc.

GRA; THORNTON SizweNtsalubaGobodo Grant Thomnton Inc.
Gordon Tembo M‘
Chartered Accountant (Malawi) Agnes Dire
Partner Chartered Accountant (SA)
Registered Auditor
Lilongwe, Malawi Director
20 Morris Street East
Woodmead
2191

Date 26" March 2019 Date 29" March 2019



RESERVE BANK OF MALAWI

STATEMENTS OF FINANCIAL POSITION
As at 31 December 2018

Consolidated Separate Consolidated Separate
31 Dec 31 Dec 31 Dec 31 Dec
2018 2018 2017 2017
ASSETS Note K'm K’'m K'm K'm
Foreign Assets
Cash and cash equivalents 7 2,565 2,565 3,161 3,161
Balances with foreign banks 8 470,334 470,334 471,167 471,167
Balances with International Monetary Fund 9 149,362 149,362 144,717 144,717
Investment in Norsad Finance Limited 10 1,125 - 2,380 -
Foreign Bonds-treasury notes 11 58,411 58,411 57,252 57,252
Gold reserves 27 11,841 11,841 11,918 11,918
Total Foreign Assets 693,638 692,513 690,535 688.215
Domestic Assets
Cash and cash equivalents 7 4,011 1,354 18,526 11,803
Advances to Malawi Government 12 70,398 70,398 43,667 43,667
Other assets 13 46,279 31,348 36,413 37,348
Investments in Malawi Government:
- treasury notes 14 369,587 369,587 534,335 534,335
- treasury bills 15 108,865 108,865 11,291 11,291
Property and equipment 16 97,110 96,960 68,366 68,290
Intangible assets 17 4,037 4,037 4,270 4270
Investment in Export Development Fund 18 - 3,700 - 3,700
Investment in Malawi Switch Centre Limited 19 57 57 17 17
Total Domestic Assets 700,344 686,306 716,885 714,721
TOTAL ASSETS 1,393,982 1,378,819 1,407,480 1,402,936

[




RESERVE BANK OF MALAWI

STATEMENTS OF FINANCIAL POSITION
As at 31 December 2018

Consolidated Separate Consolidated Separate

31 Dec 31 Dec 31 Dec 31 Dec

Note 2018 2018 2017 2017
LIABILITIES AND EQUITY K'm K'm K'm K'm
Foreign Liabilities
Government deposits 20 109,398 109,398 121,400 121,400
Other deposits 21 107,922 107,922 40,200 40,200
Allocation of Special Drawing Rights 23 68,297 68,297 69,334 69,334
Liabilities to International Monetary Fund 22 306,264 306,264 300,174 300,174
Other liabilities 26 15,987 - 3,149 -
Total Foreign Liabilities 607,868 591,881 534,257 531,108
Domestic Liabilities
Notes and coins in circulation 24 229,850 229,850 200,773 200,773
Government deposits 20 108,508 108,508 45,755 45,755
Bankers' deposits 25 59,590 59,580 78,158 78,158
Other liabilities 26 7,944 7,434 22,425 21,688
Open market operations (OMO) instruments 28 212,081 213,756 401,338 401,338
Pensionable gratuity 29 6,409 6,409 7,864 7.864
Total Domestic Liabilities 624,382 625,547 756,313 755,576
Equity Attributable to Parent
Capital 30.1 19,484 19,484 19,484 19,484
General reserve fund 30.2 29,674 29,674 28,078 28,078
Special account , 30.3 75,458 75,458 60,708 60,708
Revaluation reserve 304 61,319 61,319 34,652 34,652
Fair value reserve on Fair value Through Other
Comprehensive Income 30.5 (24,544) (24,544) (26,670) (26,670)
Retained earnings (784) - (1,722) -
Capital reserve 30.7 1,125 - 2380 -
Total Equity Attribute to Parent 161,732 161,391 116,910 116,252
TOTAL LIABILITIES AND EQUITY 1,393,982 1,378,819 1,407,480 1,402,936

The consolidated and separate annual financial statements from pages 6 to 94 were approved and authorised for issue by
the Board of Directors on 22°¢ March 2019 and were signed on its behalf by:

2 Ca

Dalitso Kabambe (PhD) Ms. Ma ia Msiska
Governor & Chairman of the Board Chairperson, Board Audit Committee




RESERVE BANK OF MALAWI

STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2018

Note
Interest income
Interest expense
Net interest income 32
Fee and commission income 33
Fee and commission expense
Net fee and commission income
Other income 34

Net operating income

Personnel expenses

Operating expenses

Depreciation and amortization

Impairment loss 6
Profit for the year before foreign

exchange revaluations

Foreign exchange revaluations
Net gain / (loss) on revaluation of IMF

facilities
Net gain on revaluation of other foreign
exchange balances

Profit for the year

Other comprehensive income
items that will never be reclassified to

profit or loss:

Revaluation of Properties 16
Re-measurement of pensionable gratuity

benefit

Items that are or may be reclassified to
profit or loss:

Net (loss)/gain on revaluation of gold
holdings

Net gain on revaluation of investment in
Norsad

Fair value reserve on Fair value Through
Other Comprehensive Income

Net change in fair value

Total other comprehensive income for
the year

Total comprehensive income for the year

Consolidated

2018
K'm

120,874

o
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60,89
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(25,429)
(27,369)
(3,477)

4,621

I_N
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Separate
2018

K'm

119,768
{61,856)

(24,717)
(28,691)
(3,427)
(105)

2,236

IN
o
{=]
©

Consolidated Separate
2017 2017
K'm K'm
145,678 143,784
76,640 (76,136)
69,038 67,648
675 600

220 220
455 380
3418 1,747
72,911 69,775
(20,118) (19,712)
(24,733) (25,181)
(2,978) (2,940)
(5.927) -
19,155 21,942
(13,255) (13,255)
5,838 5,838
11,738 14,525

(543) 543
(543) 543
1,280 1,280

1 -
(9,127) (9.127)
(7,846) (7.847)
(8.389) (8.390)
3,349 6135



RESERVE BANK OF MALAWI

STATEMENTS OF CHANGES IN EQUITY
For the year ended 31 December 2018

Consolidated

Balance as at 1 January 2018

Adjustment from the adoption of IFRS 9 and IFRS 15
Adjusted balance at 1 January 2018

Total comprehensive income for the year

Profit for the year

Statutory transfer of gain on revaluation of IMF facilities
Statutory transfer of gain on revaluation of other foreign
exchange balances

Other comprehensive income
Revaluation of gold holdings

Revaluation of Properties
Fair value reserve on Fair value Through Other
Comprehensive Income

Net change in fair value

Re-measurement of Pensionable Gratuity benefit
Total other comprehensive income

Total comprehensive income for the year
Transactions with owners of the Group
Contributions and distributions

Transfer to general reserve fund

Transfer to special account

Total contributions and distributions

Balance as at 31 December 2018

Note

40

30.3
30.3

30.6
30.6

30.5

30.2
30.3

Fair

General value

Capital reserve reserve
19,484 28,078 (26,670)
- - 40
19,484 28,078 (26,630)
- - 2,086

- - 2,086

- - 2,086

- 1 ’596 -

- 1,596 -
19,484 29.674 (24,544

Revaluation

Special

reserve account
Km Km
34,652 60,708
34,652 60,708
- 3,614

- 11,213
26,667 -
26,667 -
26,667 14,827
- - @7
—_ (77)
61,319 75,458

Gold
revaluation
reserve

Km

77

7
7

BEIL .

Retained Total
earnings equi

K'm K'm

(1,722) 116,910

(1,447) (2,662)

(3,169) 114,248

19,448 19,448

(3,614) -

- (11,213) -

- (77)

- 26,667

- - 2,086
- 640 640

- 640 28,036

- 3.981 47,484

- (1,596) -

- {1,596) -

125 784 161,732



RESERVE BANK OF MALAWI

STATEMENTS OF CHANGES IN EQUITY
For the year ended 31 December 2018

Consolidated

Balance as at 1 January 2017
Total comprehensive income for the year
Profit for the year

Statutory transfer of loss on revaluation of IMF facilities
Statutory transfer of gain on revaluation of other foreign
exchange balances

Other comprehensive income

Revaluation of gold holdings

Revaluation of investment in Norsad

Fair value reserve (available-for-sale financial assets)
Net change in fair value

Re-measurement of Pensionable Gratuity benefit
Total other comprehensive income

Total comprehensive income

Transactions with owners of the Group
Contributions and distributions

Transfer to general reserve fund

Transfer to special account

Appropriation due to Malawi Government

Total contributions and distributions

Balance as at 31 December 2017

Note

30.3
30.3

30.6
30.7

30.5

30.2
30.3

Fair

General value

Capital reserve  reserve
19,484 18,445 (17,543)
- - (9,127)

- - (9.127)

- - (9,127)

- 9,633 -

- 9.633 -
19,484 28,078 (26.670)

10

Gold
Revaluation Special revaluation Capital Retained
reserve account reserve reserve  earnings
Km K'm K'm Km K'm
34,652 66,845 - 2,379 1,085
- - - - 11,738
- (13,255) - - 13,255
- 5,838 - - (5,838)
- - 1,280 - -
- - - 1 -
- - - - 543
- - 1,280 1 _(543)
- (7.417) 1,280 1 18,612
. - - - (9,633)
- 1,280 (1,280) - -
- - . - 11,766
- 1,280 (1,280) - (21,399)
34,652 60,708 - 2,380 1,722




RESERVE BANK OF MALAWI

STATEMENTS OF CHANGES IN EQUITY (Continued)
For the year ended 31 December 2018

Separate

Balance as at 1 January 2018

Adjustment from the adoption of IFRS 9 and IFRS 15
Adjusted balance at 1 January 2018

Total comprehensive income for the year

Profit for the year

Statutory transfer of gain on revaluation of IMF facilities
Statutory transfer of gain on revaluation of other foreign exchange
balances

Other comprehensive income
Revaluation of gold holdings

Revaluation of Properties
Fair value reserve on Fair value Through Other Comprehensive
Income

Net change in fair value
Re-measurement of Pensionable Gratuity benefit

Total other comprehensive income

Total comprehensive income for the year
Transactions with owners of the Bank
Contributions and distributions

Transfer to General Reserve Fund

Transfer to special account

Total contributions and distributions

Balance as at 31 December 2018

40

30.3
30.3

30.6
30.6

30.5

30.2
30.3

Fair

General value

Capital reserve reserve
K'm K'm K'm
19,484 28,078 (26,670)
- . 40
19,484 28,078 (26,630)
- - 2,086

- - 2,086

- - 2,086

- 1,596 -
—_— 1.596 —_—
19,484 29,674 (24,544)

1

Revaluation  Special
reserve account
K'm K'm
34,652 60,708
34,652 60,708
- 3,614

- 11,213
26,667 -
26,667 -
26,667 14,827
- (77)

— 7]
61,319 75458

Gold

revaluation Retained Total
reserve earhings equity
K'm K'm K'm
- - 116,252
- - 40
- - 116,292
- 17,063 17,063
- (3,614) -
- (11,213) -
(77) - (77)
- - 26,667
- - 2,086

- 640 640
(77) 640 28,036
{77) 1,596 45,099
- (1,596) -
77 - -
—I7  (1.896) —

|

|



RESERVE BANK OF MALAWI

STATEMENTS OF CHANGES IN EQUITY (Continued)
For the year ended 31 December 2018

Separate

Balance as at 1 January 2017
Total comprehensive income for the year
Profit for the year

Statutory transfer of loss on revaluation of IMF facilities

Statutory transfer of gain on revaluation of other foreign exchange
balances

Other comprehensive income

Revaluation of gold holdings

Fair value reserve (available-for-sale financial assets)
Net change in fair value

Re-measurement of Pensionable Gratuity benefit

Total other comprehensive income
Total comprehensive income

Transactions with owners of the Bank
Contributions and distributions

Transfer to General Reserve Fund
Transfer to special account

Appropriation due to Malawi Government

Total contributions and distributions
Balance as at 31 December 2017

30.3
30.3

30.6

30.5

30.2
30.3

Capital
K'm
19,484

12

Fair

General value
reserve reserve
K'm K'm

18,445 (17,543)

- (9.127)

- (912
- (9,127)
9,633 .
9,633 -
28.078 (26,670)

Revaluation Special
reserve  account
K'm K'm

34,652 66,845

- (13,255)

- 5,838

- (7.417)

- 1,280

- 1.280

34652  60.708

Gold

revaluation Retained Total
reserve  earnings equity
K'm K'm K'm
- - 121,883
- 14,525 14,525
- 13,255 -
- (5,838) -
1,280 - 1,280
- - (9,127)

- 543 543
1,280 (543) (8.390)
1,280 21,399 6,135
- (9,633) -
(1,280) - -
- 11,766 (11.766)
(1,.280) (21,399) (11,766)
R _ 116.252



RESERVE BANK OF MALAWI

STATEMENTS OF CASH FLOWS
For the year ended 31 December 2018

Cash flows from operating activities
Interest receipts

Fees and commission receipts

Interest payments

Fees and commission payments

Cash payments to employees and suppliers

Changes in operating assets and liabilities

(Increase) / decrease in operating assets:

Securities held for regulatory or monetary control purposes
Other short-term negotiable securities/assets

Balances with International Monetary Fund

Advances to Malawi Government

Securities held for foreign reserve management purposes
(Decrease)/increase in operating liabilities:

Deposits from customers

Other liabilities

Net cash from other operating activities

Deposits held for regulatory or monetary control purposes
Notes and coins in circulation

Net cash flow ( used in)/ from operating activities

Cash flow from investing activities
Purchase of property and equipment and intangible assets
Proceeds from sale of property and equipment

Net cash flow used in investing activities

Cash flow from financing activities
Appropriation paid to Malawi Government
Investments received

Proceeds from long-term borrowings

Net cash inflow from financing activities

Net (decrease)/ increase in liquid assets
Liquid assets at the beginning of the year

Foreign exchange gain/ (loss) on IMF facilities balances
Foreign exchange gain on other foreign exchange balances

Liquid assets at the end of the year
Liquid assets are composed of:
Foreign Assets

Cash and cash equivalents

Balances with foreign banks

Reserve tranche

Domestic Assets

Cash and cash equivalents 7

0~

Total liquid assets

13

Consolidated Separate
2018 2018
K'm K'm

111,359 111,082
1,015 1,015
{54,012) (53,282)
(247) (247)
(51,330) (52,112)
6,785 6,456
77,985 77,985
(12,662) 3,199
(4,645) (4,645)
(26,731) (26,731)
{1,159) (1,159)
99,905 99,905
(17,703) (16,349)
838 113
(196,156)  (196,156)
29,077 29,077
(44,466) (28,305)
(6,061) (5,937)
(1) (1)
(6,062) (5.938)
19,715 7,496
19,715 7,496
(30,813) (26,747)
495,339 488,616
3,614 3,614
11,213 11,213
14,827 14,827
479,353 476,696
2,565 2,565
470,334 470,334
2,443 2,443
4,011 1,354
479,353 476,696

Consolidated Separate
2017 2017
K'm K'm
131,432 129,539
675 600
(39,185)  (38,680)
(220) (220)
(44,852) 44,894
47,850 46,345
(91,235)  (91,235)
(17,318)  (18,843)
(6,436) (6,436)
(8,809) (8,809)
(57,252) (57,252)
68,664 68,664
(2,044) (2,515)
2,334 216
94,948 94,948
16,328 16,328
47,030 41,411
(3,937) (3.916)
93 93
(3,844) (3,823)
(11,766)  (11,766)
- 1,000
15,861 15,185
4,095 4419
47,281 42,007
455,475 454,026
(13,255)  (13,255)
_5838  _5838
(7.417) (7.417)
495339 488,616
3,161 3,161
471,167 471167
2,485 2,485
18,526 11,803
495339 488,616



RESERVE BANK OF MALAWI

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
For the year ended 31 December 2018

1.

3.1

General information

The Reserve Bank of Malawi (‘the Bank”) is a Central Bank domiciled in Malawi. The Bank’s registered office is at City
Centre, P.O Box 30063, Lilongwe 3. The main business of the Reserve Bank of Malawi, which is governed by the
requirements of the Reserve Bank of Malawi Act, (Cap. 44:02 of the Laws of Malawi), is central banking and its related
activities. The Bank's principal place of business is Plot Number Bwaila 1/16, Lilongwe, Malawi.

The consolidated financial statements present the consolidated financial position, financial performance and cash flows
of the Reserve Bank of Malawi and its subsidiary, Export Development Fund Limited (collectively referred to as the
“Group”). The separate financial statements present the separate financial position, financial performance and cash
flows of the Reserve Bank of Malawi (referred to as the Bank). When reference is made to the Group in the accounting
policies, it should be interpreted as also referring to the Bank where the context requires, unless otherwise stated.

Functional and presentation currency

These annual financial statements are presented in Malawi Kwacha, which is the Group’s functional currency. All
amounts have been rounded to the nearest million.

New accounting standards, amendments and interpretations

New and amended standards adopted by the group

A number of new or amended standards became applicable for the current reporting period and the Group had to
change its accounting policies and make retrospective adjustments as a result of adopting the implementation of IFRS 9
Financial Instruments and IFRS 15, Revenue from contracts with Customers standards.

The impact of the adoption of the new accounting policies are disclosed in note 41. The other standards did not have
any impact on the Group’s accounting policies and did not require retrospective adjustments.

New or
Emended Summary of the requirements and possible impact on Group
tandards

IFRS 9 Financial International Financial Reporting Standard (IFRS) 9 - Financial Instruments was issued in July
L. 2014 by the International Accounting Standards Board (IASB’s) replacing IAS 39. IFRS 9 includes
nstruments requirements for recognition and de-recegnition of financial instruments, measurement, impairment
and general hedge accounting. The Standard is mandatorily effective for periods beginning on or
after 1st January, 2018.

IFRS 9 introduces innovations on three main fronts;
» a more principle-based identification, classification and measurement of financial
instruments;
+ an impairment model for basic lending instruments based on the recognition of expected
credit losses (ECL); and
e a principle-based general hedge accounting model that is more closely aligned with
common internal risk management procedures.

The general requirement is that an entity must apply IFRS 9 retrospectively at the date of initial
application (other than hedging).The Group has elected to not restate its comparative financial
statements. Accordingly, the difference between the previous (IAS 39) and new (IFRS 9) carrying
values is recognised in the Group’s opening retained earnings as at 1 January 2018 (See Note 41).

IFRS 15 establishes a comprehensive framework for determining whether, how much and when

flaf e fi revenue is recognised. It replaces existing revenue recognition guidance, including 1AS 18

evtenute rotr;; Revenue, IAS 11 Construction contracts and IFRIC 13 Customer Loyalty Programmes. IFRS 15 is
CONLracts wi effective for annual reporting periods beginning on or after 1 January 2018 with early adoption
customers permitted.

The Standard is not applicable to revenues associated with IFRS 9 Financial Instruments as such
does not have a major impact of the Group's revenue. The assessment reviewed that fees and
commission income fall under IFRS 15. These transaction includes penalties, lincensing and
supervisory fees and do not have multiple elements that are distinct. Performance obligation for
these services were satisfied during the period. Further, there were no signed commodity sales
contracts for the Group. In this regard the adoption of IFRS 15 has no material impact on the Group
financial statements during the period (See Note 41).

14



RESERVE BANK OF MALAWI

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
For the year ended 31 December 2018

3.
3.2

New accounting standards, amendments and interpretations

Standards and Interpretations in issue, not yet effective

The Group has not applied the following new and revised accounting standards and interpretations that have been
issued but are not yet effective:

New or amended
tandards

Summary of the requirements and possible impact on Group

IFRS 16 Leases

IFRS 16 introduces a single lessee accounting medel and requires a lessee to recognise assets
and liabilities for all leases with a term of more than 12 months, unless the underlying asset is of
low value. A lessee is required to recognise a right-of-use asset representing its right to use the
underlying leased asset and a lease liability representing its obligation to make lease payments.
A lessee measures right of use assets similarly to other non-financial assets (such as property,
plant and equipment) and lease liabilities similarly to other financial liabilities. As a
consequence, a lessee recognises depreciation of the right-of-use asset and interest on the
lease liability, and also classifies cash repayments of the lease liability into a principal portion
and an interest portion and presents them in the statement of cash flows.

IFRS 16 contains expanded disclosure requirements for lessees and substantially carries
forward the lessor accounting requirements in IAS 17. Accordingly, a lessor continues to
classify its leases as operating leases or finance leases, and to account for those two types of
leases differently.

IFRS 16 also requires enhanced disclosures to be provided by lessors that will improve
information disclosed about a lessor’s risk exposure, particularly to residual value risk.

IFRS 16 supersedes the following Standards and Interpretations:
a) IAS 17 Leases;
b) IFRIC 4 Determining whether an Arrangement contains a Lease;
c) SIC-15 Operating Leases—Incentives; and SIC-27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease.

The Group did a preliminary impact assessment of the standard and noted that the core
principle of this standard is that the lessee and lessor should recognise all rights and obligations
arising from leasing arrangements on balance sheet. The most significant change pertaining to
the accounting treatment of operating leases is from the lessees’ perspective. IFRS 16
eliminates the classification of leases as either operating leases or finance leases as is required
by IAS 17 and introduces a single lessee accounting model, where a right of use asset together
with a liability for the future payments is to be recognised for all leases with a term of more than
12 months, unless the underlying asset is of low value. The lessor accounting requirements in
IAS 17 has not changed substantially in terms of this standard as a result a lessor continues to
classify its leases as operating leases or finance leases and accounts for these as is currently
done in terms of IAS 17. In addition, the standard requires a lessor to provide enhanced
disclosures about its leasing activities and in particular about its exposure to residual value risk
and how it is managed. IFRS 16 is effective for annual reporting periods beginning on or after 1
January 2019 with early adoption permitted.The Group does not have such assets and liabilities
on its statement of financial position as such the standard will not have an impact.

IAS 8 Accounting
Policies, Changes in
lAccounting

Estimates and Errors

Disclosure Initiative: The amendments clarify and align the definition of ‘material’ and provide
guidance to help improve consistency in the application of that concept whenever it is used in
IFRS Standards.

IAS 1 Presentation
of Financial

Statements

Disclosure Initiative. The amendments clarify and align the definition of ‘material’ and provide
guidance to help improve consistency in the application of that concept whenever it is used in
IFRS Standards.
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