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Our Vision:

An efficient road network for a prosperous nation

OurMission:

To fund, oaersee and coordinate road maintenance, rehabilitation, and daxlopment through optimal

utilization of resources for a sustainable road network

Our CoreValues:

(a) Professionalism

We shall maintain high standards and professional competence in the discharge of responsibilities and
delizsery of quality seraices. We shall abide to professional considerations on the methods, standards
and procedures in our work and focus on achieaing excellence with a oians to exceeding the
expectations ofour clients and stakeholders.

(b) Passion for quality

We shall stand up for what we belieue in; perform our roles with purpose, pide, enthusiasm, and
dedication in nerything that u:e do. We are committed to proaiding and delioering high quality
seroices.

(c) Customer Seruice Excellence

We are committed to uphold customer driaen and focused seroice deliaery by honoring commitments
that use haae made to our customers. We shall treat our customers with courtesy, respect and be

sensitiae to and deal with issues and situations in a proactioe and timely manner, using flexible
decision-making processes. KRB shall ensure that euery employee shares the same ideals in regard to
the central position of tlrc customer and as such continue to motiaate its unployees to be committed to
high standards of seruice deliuery to meet customers' requirements in a consistent manner.

(d) lntegrity

We are committed to promoting transparency, accountability, and professionalism in our utork. We
shall be impartial, honest, objectioe, and unbiased in hous we relate to each other and our stakeholders.

(e) Inclusiaeness

We shall embrace inclusiueness and promote diaersity in our organization and ensure adlrcrence to
constitutional requirements on gender, disability, minorities among others.

(fl lnnoaation

We shall endeaaour to be innoaatiae, creatiae and embrace technology to achieoe efficiency and
effectiaenes s in seruice delioery.
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KEY ENTITY INFORMATION AND MANAGEMENT

a) Background Information:

Kenya Roads Board (I(RB) is a state body corporate established under Chapter 408 of the
Laws of Kenya 'Kenya Roads Board Act' which came into effect under Legal Notice No. 7 of
1999. The Board was established in accordance with the Chapter 446 (State Corporations Act)
of the Laws of Kenya, which is'An Act of Parlianent to mal<c proaision for the establishment of
statc corpolations: for control and regulation of state corporations; and for connected purposes'.

The Board is domiciled and operates within the Republic of Kenya. The registered office is
as setouton page7.

b) Principle Activity:

As stipulated in the Kenya Roads Board Act,1999 "T\u object and purpox lor ruhich the Board
is established is to ouerxe the road rnfioork in Kenya and coordinate the mnintenance, rehabilitation
and deaelopnent fundedby the fund and to adaise the Minister responsible for matters pertnining to
roads on all nntters related thereto."

Specific Mandates:

The mandates of KRB are provided for in the Kenya Roads Board AcL No. 7 of '1,999 as
hereunder:

(a) 'Coordinate the optimal utilization of tlu Fund in implementation of programmes relating to
the nnintenance, rehabilitation and deoelopntent of the rond netzuork;
seek to aclieae optimal fficiency and cost efectiueness in roadtuorks fundedW the Fund;
manage tlu Fund;
based on a fiae-year road inaestment prograntme approaedby the Minister and tlu Minister for
Finance, determine the allocation of fnancial resources from any other source aaailable to tlrc
Board requiredby road agencies for the maintenance, relnbilitation and deaelopment of tlu road
netuork to ensure thnt the allocation of funds is pegged to specifc categories of roads and tlut
not less thnn
(i) fitten\ fioo percent (22%), zuhich shnll be deposited into a special bank account to be

called Constituency Road Fund Account to be maintained by eaery constituency of
ntonies ftont the Fund is nllocated equally to nll Constituencies in tlu country to be

adninisteredby the Rural Roads Authoity;
(ii) ten percent (L0%) of the monies from the Fund is allocated for the maintenance or

deoelopment of link roads betzoeen constifuencies and to seroe as Goaernment
counterpart funds in funding zoorks on rural roads, to be adninistered by thc Kenya
Rural Roads Authaity and that the said per centum shnll be equally distributed to the

constituencies zuhere Kenya Rural Roads Autlnity has tlrc mandate.
(iii) lorty percent (40%) of tlu monies from tlu Fund is allocated in respect of tlu national

rosds to be administeredby the National Higfuuays Authoity;
(ia) ffteen percent (15%) of tfu monies from the Fund is allocated in respect of the Urban

Roads Authoity;
(a) one percent (1%) of tlu nonies fronr the Fund is allocated in resyct of roads in nahonal

parks and reserres to be administeredby the Kenyawildlife Seraice, and
(ai) a maxinrum of ttoo percent (2%) of the monies fronr the Fund is allocated in resVect of

recurrent expettditure of the Board under xction 31(5).

(b)
(c)

(d)

)
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(e) ensure that the remainder of thc monies lrom the Fund (10%) dcxrfued in paragraph (d) shall

be allocated annually W the Board uith the approaal of the Minister to toad inoestment

programffie dciaed front thc fae-year road inaestmeat programme aryoaed by tln Minister

responsible for rcads and the Minister for Finance.

(f) ensute tlwi a maximum of tan percent (10%) of all monies allocated to each rud aganq is

utilized for deoelopment puryoses bV tln *id agenry

@) monitoi and eoaluate, by trcans of technical, fitwncial and performance audits, tlu delitnry of
goods, ruorks nnd xraices fundedbV thc Fund;

(h) in implementing paragrnph (g), pay due regard to public procurenrcttt and disposal regulntions
and additional guiilclines issued or approaedw tlre Minister;

O recommend to the Minister apyopriate lnels of road uxr charges, fnes, penaltics, lmies ot any

sums required to be collected under the Road Maintcnance leoy Fund Act,1,993 and paid into
tlu Fund;

(j) recommend to tlu Minister such Wiodic reuierus of tlu Fuel lzoy as are necessary for the

purpoes of tlu Fund, and

@ iilentify, quantify and recommend to the Minister such other potential fiurces of ranenue as

ray be aoailable to tlu Fund lor thc deuelopnunt, rehahilitation and maintenance of roads.'

c) Key Management:

The entity's day-to.day lrnnagement is under the following key organs:

Board of Directors
Accounting officer / Director General
Management

d) Fiduciary Management:

The key management personnel who held office during the financial year ended 30th June
2022and who had direct fiduciary responsibility were:

1. Director General - Rashid Mohamed, MBS
2. Director, Finance & Fund Management - CPA Martin Agumbi
3. Director, Highways - E.g.David O. Orwenyo
4. Director, Poliry & Strategy - E.g.Tom Omai
5. Deputy Director, Human Resources Management & Administration - Mr- Hamoud M.

Mgoza

e) FiduciaryOversight Arrangements:

The following committees provide fiduciary oversight over the nurnagement and activities
of the Board;

- Audit and Risk Management Committee of the Board
- Finance Committee of the Board
- Technical Committee of the Board
- Human Resources and Management Committee of the Board

6
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tl FinancialStatements:

The Financial Statements herein represent the utilization of two percent (2"/") of the monies

from the Kenya Roads Board Fund which is allocated in respect of the recurrent expenditure

of the Board.

Section 35(1) of the KRB Act stipulates that "T'lwre shall be paid out of tlu Fund any erpenditure
incurredW tte Bmrd in tlu exercise of its Wlzers or the performance of its functbns under this Act"

The Financial Satemenb of the Kenya Roads Board Fund have been presented separately as

required by Section 26 of Chapter 5, Public Finance Management Act of.2072 which deals
with administration of Special Funds.

g) Registered Office/Fleadquarters:

Kenya Re-Towers, 3rd Floor
Off Ragati Road, Upper Hill
P.O. Box 73718- 00200, City Square
NAIROBI, KENYA

h) Contacts:

TeI. No.: 4980000, 2722865 / 6
Fax No. : 254-02U27 23'1.51.

Website: www.krb. go.ke
E-mail address: info@krb. go.ke

i) Principal Bankers:

Central Bank of Kenya
P. O. Box 60000 - 00200, GPO
NAIROBI, KENYA

i) IndependentAuditors:

Auditor General
Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084, GPO 00100

Nairobi, Kenya

k) Principal Legal Advisen

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112, City Square 00200
Nairobi, Kenya
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THE BOARD OF DIRECTORS

The Board draws representatives from public and private stakeholders as set out in
Section 7 of the Kenya Roads Board Act,1999.

Board members :l::.FY 2021./2022include the following: -

Kenya Roads Board

CPA. Rashid Mohamed, MBS

(Director General)

PS, State Department of lnfrastructure -
Ministry of Transport, Infrastructure,
Housing and Urban Development

PS, The National Treasury

Arch. Paul M. Maringa, (PHD) CBS

Dr. Julius Monzi Muia, CBS

8
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Mr Charles T. Sunkuli, CBS

Dr. Kevit Desai

Eng. John Nyaguti

fiS, State Departrnent for Devolution -

Ministry of Devolution and the Arid and

Semi-Arid Lands

IrS, State Departrnent for EAC - Ministry
of EAC and Regional Development

Institution of Engineers of Kenya

Institute of Surveyors of Kenya

i..rt
l$

9
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PS, State Departrnent of Transport -

Ministry of Transport, Infrastructure,
Housing and Urban Development

Mr. Solomon Kitungu

itl

Mr. Wilson Ndirangu Kamau



\
KENYA ROADS BOARD FUND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 2022

CPA Charles Tirok

Institute of Certified Public Accountants

Kenya Association of Tour Operators

State Department of lnfrastructure - Ministry of
Transport, Infrastrucfure, Housing and Urban

The National Treasury

State Departrnent for Devolution - Ministry of
Devolution and the Arid and Semi-Arid Lands

State Department for EAC - Ministry of EAC and
Regional Development

Dr. Mary Ragui
(Retired on 15s February 2022)

Alternate Board members ll:FY 2027/ 2022 include the following:

Nternate Representative

Mr. Abednego Etyang

Gaichuhie
2022)

James Mwanzia

Mr. Julius Mwabu

: Mr. Paul King'ori

Organization

10
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MANAGEMENT TEAM

Name Profile

R. Mohamed, MBS
Director General

The Director General holds a Master's in Business
Administration from Oxford University, United
Kingdom, and a Bachelor of Commerce from the

University of Nairobi. He is a registered member of the
Institute of Certified Public Accountants of Kenya
(ICPAK) and has served in the Council of ICPAK. The
Director General joined the Board as a Financial
Controller and was appointed the Director Finance in
2008 on return from the University of Oxford. He
briefly served as the inaugural Director Corporate
Services in Kenya National Highways Authority and
was instrumental in setting up the institution during its
formative years.

The Director General has over 25 years managerial
experience in finance in both public and private sector
institutions and has been engaged in public policy and
governance matters. He is a highly respected thought
leader with exposure in advocacy, strategy, risk
management, private equity, and resource
mobilization initiatives. He was recognized for his
exemplary service to the nation and conferred with the
prestigious Moran of the Order of the Burning Spear
(MBS) award.

The Director General is also involved in various social
enterprise initiatives in Northern Kenya targeting the
youth and women.

Eng. David Orwenyo
Director - Highways

Eng. Orwenyo holds a Master of Science in Civil
Engineering from Moscow State University of Civil
Engineering. He is a registered engineer with the
Engineers Board of Kenya and a member of the

Lrstitution of Engineers of Kenya.

E.g. Orwenyo has over 30 years' experience

encompassing road management; design, construction
supervision, maintenance, monitoring and evaluation
of roadworks programmes, contract management and
procurement of civil works and selection of consultants

in the Public Sector. He has also served as an adjunct
lecturer at JKUAT and Moi Universities.

ll
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CPA Martin Agumbi
Director - Finance I Fund Mana4ement

CPA Martin Agumbi holds a Bachelor of Science in
Commerce from the University of Nairobi and is a

registered member of the Institute of Certified Public
Accountants of Kenya (ICPAK).

CPA Martin has over 20 years' experience in financial
management, audit, financial reporting, Strategic
Planning, and budgeting. He has gained experience in
borrowing and financial market structuring gained in
both the Public and Private sectors. CPA Martin has
attended leadership programmes in Strategic
Development, Enterprise Risk Management, Ethics &
Governance and Performance Budgeting.

Eng. Tom Omai
Director - Policy I Strategy

Eng. Omai holds a Masters in Project Planning &
Management and a Bachelor of Science in Civil
Engineering from the University of Nairobi. He is a

registered engineer with the Engineers Board of Kenya

and a member of the Institution of Engineers of Kenya.

Eng. Omai has over 15 year's practical experience in
Strategic Plaruring, Project management, Performance
Based Contracting, Procurement of Roadworks and
services, Highway designs and management using
computer aided tools and Road Management Systems,
Roadworks Cost Estimation Systems, Road Transport
Policy formulation and Research & Development.

12
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CHAIRMAN'S STATEMENT

On behalf of the Members of the Board, it is my pleasure to present the Annual Report and
Financial statements for Kenya Roads Board Fund for the year ended 30th June 2022.

General Economic Environment

Kenya managed to contain the health and economic impacts of multiple COVID-19 waves in
2021., helped by targeted containment measures and progress on vaccination, but is now
facing a potentially large economic shock from the war in Ukraine.

Kenya's economic performance remained strong in the early months of 2022, but extemal
challenges have mounted. Kenya's exposure to the war in Ukraine through direct trade
linkages is moderate, with Russia and Ukraine accounting for only 2.1 percent of total goods
trade between 2015 and2022.

However, the economy is vulrerable to the commodity price shocks resulting ftom the war,
particularly through fuel, fertilizer, wheat, and other food imports. Global financial
conditions have also tightened sharply, increasing extemal financing costs.

A shong recovery in revenue collection by Kenya Revenue Authority (KRA) has supported
fiscal performance but this is now b"irg countered by the cost of subsidizing fuel. The
rebound in economic activity and ongoing tax reforms and revenue administration
improvements have boosted revenue collection. Revenue in the current fiscal year through
Q3 remained on target and performed above the previous year's outturn.

Kenya's economy has staged a moderate recovery from the wclrst economic effects of the
pandemic. Estimates released by the Kenya National Bureau of Statistics (KNBS) indicate
that the economy advanced 2.99 per cent year-on-year in January 2022 sligtr:dy lower than
the estimated growth in Sub-.Saharan Africa of 4 percent.

Looking ahead, economic growth is expected to moderate rn2022 with real GDP projected
to grow by 5.5 percent n2022 and 5.2 percent on average 1n2023-24.
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Going forward into the medium term, the Government will continue with its expendihrre
prioritization policy with a view to achieving the transformative development agenda,

which is anchored on provision of core services, ensuring equity, and minimizing cosb
through the elimination of duplication and inefficiencies, creation of employment
opportunities and improving the general welfare of the people. This will curtail growth in
public expenditures to ensure it attains its firal consolidation path over the medium term
and ensure debt is maintained within sustainable levels.

National Agenda

The2021. Budget Policy Statement (BflS) was prepared against a background of a weak global
economy. The policy measures outlined in the 2021 Budget Policy Statement prioritize
investments in the "Big Four" Agenda and are anchored on the National Development Plan
as outlined in the Third Medium Term Plan (MT" [II) of Kenya Vision 2030.

To respond to the current challenges and cushion Kenyans and businesses from the adverse
effects of the Pandemic, the Govemment is currently implementing an Economic Stimulus
Programme - whose objective is to return the economy to the pre Covid-19 growth trajectory
by increasing demand for local goods and services, cushioning vulnerable Kenyans, securing
household food seorrity for the poor, and creating employment and incomes. Great gains
have been realized under the Programme including job creation for our youth under the
"Kazi Mtaani" Programme; enhanced liquidity to support businesses through monetary
measures that were introduced; and enhanced cash hansfers to the vulnerable and the
emerging urban vulnerable as a result of the Pandemic.

Building on the gains made, the Government will implement the Post Covid-19 Economic
Recovery Strategy (ERS) which will mitigate the adverse impact of the Pandemic on the
economy and further re-position the economy on a steady and sustainable growth trajectory.
Successful implementation of the PostCovid-lg ERS is predicated on faster implementation
of policy, legal and institutional reforms that are necessary for effective implementation of
the Strategy. The Govemment will ensure tfnt dl the proposed policies and legislation are
implemented within the specified timelines. In this regard, the Parliamentary Calendar will
be amended to accommodate the passing of key legislations required to facilitate
implementation of the Post-Covid-L9 ERS.

Further, the Government will accelerate implementation of the "Big Four" Agenda which
has gained traction over the past three years. The agenda is designed to help achieve the
social and economic pillars of our Vision 2030 and the development aspirations espoused in
the Kenyan Constitution. Actualization of policies and programmes under each pillar is
expected to accelerate and sustain the Budget Policy Statement inclusive of growth, create
opportunities for decent jobs, reduce poverty and income inequality and ensure that we
create a healthy and food secure society in which Kenyans have access to affordable and
decent housing. This being the fourth Budget Policy Statement since the onset of the "Big
Four" Plan, the Govemment has made great strides in the implementation of the strategic
interventions under the Plan which have contributed immensely to stimulating the economy
and improving the lives of Kenyans. Building on these gains, the Govemment will
strengthen implementation of prograrunes that make growth more inclusive and pursue
measures that avail liquidity to private sector, including initiating innovative products to
boost credit to Micro, Small and Medium Enterprises (MSME).

14
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Kenya Roads Board Stratery

The Board's Strategic Plan (2018 - 2022) targeted to have 1.0A% of maintainable roads (roads

in good or fair condition) included in the APRP by the end of the plan period. The Board has

continued to implement its five-year Strategic Plan, and formulated a Business PIan for FY

2021,/ 22, from the Strategic Plan. The deliverables that were set out in the business plan and
performance contract for FY 2021,/22 were achieved.

Specifically, the Kenya Roads Board Fund collections exceeded the estimates; the APRP for
Fy 2021./22 was approved and implemented during the year; the Board carried out
monitoring and evaluation of utilization of the KRB Fund; and the internal capacity was
strengthened to ensure effective delivery of the Board's mandates. Other achievements are
enumerated in a different section of this report.

The Arrnual Public Roads Programme (APRP) for FY 2022/n is aligned to the BIiS 2022 and
will contribute to maintenance and rehabilitation of roads in the medium term to spur
economic growth and development. Further, the APRP will promote Roads 2000 strategy
where applicable, through investments that utilize more local resources, create jobs, and
thereby support the Govemment's Local Content Policy.

Future Outlook

Kenya Roads Board shall continue to work closely with other sectors to improve the social
and economic well-being of Kenyans. Accessibility across the counky shall improve
corurectivity, efficiency, safety of road transport and regional integration. These, among
others will lead to the realization of the'Big Four' Agenda and Vision 2030.

Kenya Roads Board shall provide world-c1ass services in Road Fund management to make
Kenya globally competitive and a prosperous nation.

Acknowledgement

On behalf of KRB directors and staff, I express my sincere gratitude to the Government of
Kenya, Ministry of Transport and Infrastrucfure, Road Agencies, taxpayers, and other
stakeholders for their continued support. This has gone a long way towards building a solid
institution that is responsive to its mandates and stakeholders' expectations.

I also wish to thank my fellow directors for dedicating their time and effort to steer the Board.
Their advice and guidance have played a key role in the attainment of the impressive results.
Our management and staff have risen to the challenges with a great deal of resourcefulness,
diligence, resilience, and determination. We are proud of the team and greatly appreciate
their ability and commitrnent towards achieving the Board's vision, mission, and objectives.

I look forward to a promising financial year 2022/23. God Bless you all.

tq Ne-c gO99

CHAIRPERSON
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REPORT OF THE DIRECTOR GENERAL

Overview

Kenya Roads Board has continued to carry out its mandate of effectively and efficiently
managing the Kenya Roads Board Fund. During the year under review, the Kenya Roads

Board Actwas amended, $ving the Board powers to borrow funds. This provides the Board
with a great opportunity to raise funds to address the road maintenance backlog in the
country.

We are huppy to note that the Board has achieved its ambitious performance targets set in
the annual business plan for FY 2021,/2022.

The Road Sector Investment Programme

The Road Sector Investment Programme (RSIP) is a medium-term plan that outlines the
development and maintenance priorities for the road network. It provides the framework to
guarantee road network quality through systematic planning and budgeting and a rational
approach to funding road subsector spending. Currently, the maintenance backlog in Kenya
is estimated at Kshs. 700 billion, constituting of roads in poor conditions that need to be
restored to good condition.

KRB coordinated the preparation of the 2nd Road Sector Investment Programme 2018 - 2022
(RSIP III) in line with the requirements of Section 3 (1) of the Kenya Roads Act,2007. Under
the RSIP II, the total road network development and maintenance requirements over the next
five years were determined.

Road Reclassification

The transport sector is one of Kenya's most important pillars of economic development
contributing6% to the country's GDP. Road is the most predominant mode of transport and
accounts for over 90% of all freight and passenger traffic. Moreover, road transport serves as

an intermediary service to all sectors and is critical to economic growth and social wellbeing.
The country's road assets are estimated at over Kshs 2.5 trillion and represent one of the
country's largest public investments. Thus, there is need to entrench the road asset
management in the country's development strategy so as to facilitate their development and
maintenance in an effective manner.

Kenya Roads Board by virtue of its mandate carries out periodic reviews of the classification
system in consultation with road authorities and other stakeholders on behalf of the
Ministry. Periodic reviews are to ensure that the classification system is aligned with the
country's needs for mobility, access, and safety.

Roads Inventory and Condition Surwey (RICS)

Road Inventory and Conditions Survey (RICS) is the process by which a country acquires
data on the road assets to enable them to make evidence-based decisions on how to invest in
physical infrastructure. The data provides an insight into how the condition of their road
assets can be affected by their financial decisions and helps organizations to align
maintenance and capital plans with a country's strategic goals.

16
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The Annual Public Roads Programme

As per the Kenya Roads Board Act No. 7 of 1999, KRB has a mandate to oversee the road
network in Kenya and coordinate the maintenance, rehabilitation and development funded
by RMLF and to advise the Minister on all matters related thereto.

Section 19 (a) of the KRB Act requires KRB to review, individually, the Annual Road Works
Programmes (ARWPs) submitted by Road Agencies and consofidate these ARWPs into an
Annual Public Roads Programme (APRP). Drring the year, the Board allocated and released
funds in accordance with the Annual Public Roads Programme (APRP).

The approved APRP FY 2021,/2022was fully funded and the APRP FY 20ZZ/2023 has been
compiled. The APRP funding reports for FY 2021,/2022have been published and publicized.

ln addition to funding the APRP, Technical Performance and Financial inspections for FY
2021,/22 are planned to be conducted from the first quarter of FY 2022/2023. The terms of
reference for inspections have been reviewed to include value for money audits and staff
sensitized on value for money audits. The procurement of the next series of Technical
Performance and Financial inspections was completed, and the audits are on-going.

Section 19 (4) of the KRB Act requires the Board to review individually the annual road
programmes submitted by the road agencies and consolidate the annual roads programJne
into annual public roads programme which shall:-

(a) Specify the amount allocated for the maintenance, rehabilitation, and development
of each class of roads;

(b) Match the cost of implementing the arurual roads prograrune with revenues
collected or estimated to be collected by the and within the Fund; and

(c) Identify roads requiring rnaintenance, rehabilitation, or development in order of
priority, taking into account social and economic requirements of the country or any
part thereof in which roads are located.

Further, Section (5) of the Act requires the Board to submit the APRP to the Cabinet
Secretaries for Roads and Finance for approval. The approved APRP shall form the basis for
funds allocation and auditing of works by the Board and shall not be varied by the road
agency without the prior written approval by the Board.

Perf orrrance Contracting

Kenya Roads Board signed the FY 2021,/2022 performance contract with the Govemmmt of
Kenya through the Ministry of Transport, lnfrastructure, Housing, and Urban Development
& ttublic Works.

The Key Performance Indicators outlined in the Performance Contract include financial &
stewardship, service delivery, operational and qualitative indicators derived from the
Medium-Term Expenditure Framework, Vision 2030, and Sector Performance standards.

Appreciation

I would like to thank the Board of Directors, Management and Staff of Kenya Roads Board
for their continued support and dedication, without which our ambitious objectives could
not have been achieved. I would also wish to extend our gratitude to the Government of
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Kenya, the Ministry of Traruport, Infrastructure, Housing and Urban Development & Public
Works, the National Treasury and Road Agencies for their co-operation and support.

Finally, I would like to thank all taxpayers and stakeholders, and assure them of our skong
commitment to deliver outstanding value to Kenyans as a whole.

tA Np-e. OOCO/!*J-t
n. rrabrlarrasb. t\4ss
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REVIEW OF KENYA ROAD BOAITD'S PERITOMATICE FOR FY 202L2022

Section 81 Subsection 2 (f) of the Public Firnnce Management Act, 201.2 requires the

accounting officer to include in the financial statements, a statement of the national

goverunent entity's performance against predetermined objectives.

1. Key Result Areas (KRA's)

In line with KRB's Vision and Missiory three key result areas which reflect KRB's mandate
were identified and formed the pillars of the Business Plan for FY 2021,/22. The Key Result

Areas were:

KRA L: ivlanagement of the Road Fund

Proper management of the Road Fund would entail mobilizing resources to meet the current
and future demand for road maintenance, rehabilitation and development for a sustainable
road network and ensuring prudent and sustainable utilization of the Fund. To this end, KRB

would enhance and safeguard Road Maintenance Levy Fund, source additional funds for
road maintenance and also enlist support from development partners for KRB prografirmes.

KRA 2: Oversight and Coordination of Road Netr,*'ork

The Kenya Roads Board would ensure that all the roads in Kenya receive maintenance
intervention over the next five years and increase the length of roads under maintenance and
development. This would be achieved by institutionalizing long term planning for road

maintenance and development, enhancing coordination, monitoring and evaluation of the

APRP. In addition, KRB would promote cost-effectiveness in delivery of road works by
enhancing value for money in the application of the Fund, promoting the use of appropriate
technology and resources in delivery of roadworks and promoting road safety within the

road subsector.

KRA 3: Institutional Capacih

The Board would enhance institutional capacity to keep pace with the demands of the market
and the sector. The key areas for institutional strengthening were recognized as human
resource capacity, policies structures and systems and corporate governance. KRB would
endeavor to implement cross cutting issues in various programmes. These issues include
Gender mainstreaming, Drug and substance abuse, HIV Aids, Youth Empowerment, in
recognition of the enormous potential accruing from technology, focus would remain on
optimizing the use of technology within KRB.
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2. Skateeic Objectives

The Key Result Areas would be achieved through the following strategic objectives:

Enhance and Safeguard Road Maintenance
Lery

Source additional Funds for road
maintenance

Enlist support from Development Partrers
for KRB prograrnmes

To mobilize resources to
meet the current and future
demand for road
maintenance, rehabilitatioru
and development

Develop a framework for transition to 3rd
generation fund

Strengthen Financial Reporting of KRB
Fund

1 Manageme
nt of the
Road Fund

To ensure prudent and
sustainable utilization of the
Fund

Enhance Intemal Controls

Institutionalize long term planning for the
road maintenance and development

To facilitate maintenance of
161,451km National Trunk
and County Roads

Enhance coordination,
evaluation of APRP

monitoring and

Enhance value for money in the application
of the Fund

Promote the use of appropriate technology
and resources in delivery of roadworks

Strengthen KRBs advisory role on all
matters related to road maintenance and
development

2 Oversight
and
coordinatio
n of road
network

To promote cost
effectiveness in delivery of
road works

Promote road safety within the road
subsector

Enhance Corporate Image and Customer
Service

Ensure Compliance with laws and policies

Enhance Effectiveness of the Board of
Drectors

Safeguard KRB assets

Strengthen KRB systems and procedures

3 Institutional
Capacity

To promote good Corporate
Governance

Enhance effective
marugement practices

supply chain
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Ensure Optimal staffing levels

Strengthen Human Resource development

Institutionalize
practices

knowledge rranagement

Institutionalize
management

performance-based

Raise and sustain employee satisfaction

To attract, develop and
retain human capital

Ensure conducive work environment

Establish and maintain KRB integrated
Management Information System

To lnstitutionalize use ICT in
KRB operations

Secure KRB ICT Systems and enhance
efficienry in service delivery

\,, KI.l i '-1r.1i,..,,r, r'1,;., i

3. Key Performance Metrics

The Business Plan 2021,-2022would deliver the following Key Perforrrance Indicators;

4. Performance Review for FY 2021-2022 - APRP FY 202U2022 PreparaHon Guidelines
and Priorities

The APRP 2021,-22 has taken into consideration priorities as set out in the Road Sector
Investment Plan (2010 - 2024), KR&F works planning guidelines and is aligned to the
Government Medium Term Expenditure Framework. The key considerations include: -

(i) Road Asset Preservation - routine and periodic maintenance will be applied to the
roads in good and fair condition as far as possible in order to preserve the existing
road assets.

(ii) Road Asset Restoration - some critical roads which are in poor condition have been
included inFY 2A21,/ 22 APRP to receive full scale/partial rehabilitation or

2l

Key Result Area Key Performance Indicator
Management of
the Road Fund

1 Increase RMLF funds
2 Approval from National Treasury to issue infrastructure bond and

launch Private Finance Initiatives
Oversight and
coordination of
road network

3 Improve the Performance of Road Agencies by raising their
accountabiliW index

4 Ensure national trunk and county roads receive maintenance
interventions

Institutional
Capacity

5 Raise customer satisfaction
6 Raise employee satisfaction
7 Roll out the ERP to additional functional areas of the organization
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reconstruction. In addition, spot improvement will be undertaken on selected roads

which are in poor condition or those that have failed in order to keep these roads in
a motorable condition until major interventions are undertaken.

(iii) Road Improvement and Development - to respond to traffic growth, the capacity
of roads will be improved through upgrading, widening, junction improvement
and new construction. Other improvements include provision of non-motorized
hansport facilities such as cycle tracks, footpaths, and construction of pedestrian
crossings. A maximum of L0% KRBF will be applied for road improvement and
development.

(iv) Multi-year road projects - All ongoing multi-year projects are included and are
adequately resourced.

(v) Support Big 4 Agenda Initiatives by prioritizing maintenance of feeder road
network and critical links for County & KeRRA road networks to provide access
roads to hospitals, markets, trunk roads, affordable housing, and manufacturing
areas especially Nairobi and Mombasa.

(vi) Support Govemment Post Covid-L9 Economic Recovery Strategy - the Board issued
guidelines to promote local resource-based approaches set out under R2000 strategy
and Kazi Mtaani program.

(vii) Emergencies - Funds have been set aside for emergencies resulting from climate
change, nafural and man-made factors.

(viii) The APRP was also subjected to joint review with the parent Ministry.

(ix) Other considerations - the Board has ensured that there is no duplication of road
prograrns across the road agencies and the maintenance interventions are guided by
road inventory & condition surveys undertaken by road agencies.

5. Road Maintenance [undins

Kenya has a total network estimated at 246,757 Km, of which 't62,055 Km is classified
network. According to the RICS data of 2018, about 100,000 Km of the network is
maintainable. The National Trunk Road network currently stands at44,021. Km and the rest
are County roads.

The table below gives the total planned length of the National Trunk Roads with a portion
of the County Roads in Km which have been planned for maintenance over the last five (5)

years. The corresponding roadworks amount budgeted in APRPs by the four (4) road
agencies for the last five years is also shown. The network managed and maintained by the
County Govemments is not included.
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2022/23 50,978 58,62,294,277

47,M3,904,3672027/ 22 48,418

2020/21, 41.,182 43,889,949,374

2019/20 42,151 41,,585,793,465

2078/19 44,537 42,462,666,672

2017/18 43,398 38,798,600,000

Table: APRP Planrud Km and Roadtoorks Amounts in tlu last Fizte (5) Years

In FY 2022/23, the road agencies have planned to maintain a total of 50,978 kms of road
network through various intervention measures as follows:

Routine Maintenance -This is a regular planned maintenance of roads that involves cleaning
of drairnge systems, light grading of gravel and earth roads, filling of potholes, patching and
repair of edges of a pavement for paved roads, repair of shoulders and side slopes, and
vegetation control on the road reserves.

Periodic Maintenance - This is maintenance carried out in periodic intervals of years to
Preserve the pavement structure of a road. It involves activities aimed at strengthening the
road surface covering long stretches. The activities range from re-gravelling a gravel road to
overlay of tarmac (AC) or surface dressing of a paved road.

Spot improvement - Spot improvement is a measure undertaken to restore a failed section
of a road. This approach tries to keep roads in poor condition motorable by improving soft
spots on gravel or earth roads and reconstructing failed sections of paved roads as they await
periodic maintenance or rehabilitation. Spot improvement may also be carried out on
specific failed sections of roads in good and fair condition or re-construction of collapsed
culverts and short bridges.

PBC - Performance Based Contracting (PBC) is an approach in road maintenance where
most of the risks in road maintenance contracts are bansferred to the contractor. [r this
approach the Road Agenry sets out service levels (standards) of a road required to be
achieved by the contractor and makes fixed monthly or quarterly payments to the contractor
for achieving the set service levels. The contract period varies from country to country but
in Kenya a period of 3 years is currently b"i.g used by KeNHA.

Upgrading - This involves .h*F.g or improving the carriageway of a road from one
surface type to a higher standard surface type. For instance, a road may be upgraded from
earth to gravel standard or from gravel to bitumen standard (tarmac).
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The table below is a summary of the plarrned interventions in FY 2022/2023

Tnble: bnsolidated APRP FY 202?{2023 Outputs

The national trunk road network to be covered n FY2022/ 2023 APRP is a total length of
32,2241<tr; Ttris representsTSo/o of the classified national trunk road network of M,021Km as

per the updated road register 2021, and representszD% of entire road network of 162,055km
which includes County roads.

A network of approximately 5,000 km is planned during the financial year under the 10% CS
allocation budget as shown in the table above. Comrnunication to the Road Agencies on the
prioritized roads will be done as per the Minister's approval.

KeRRA has also included in the planned network a total of 17,543 Kms of County roads in
their FY 2022/23 ARPWs representingl0oh of the total County Road network. KWS has also
planned to maintain 1,425 kms of county roads and 785 kms of unclassified within the
National parks and Game reserves.

The planned network rr.FY 20ZZ/ 23 has increased by 3oh compared to the previous Financial
Year.

KENHA 27,874 8,160 334 8,980 77A74 22,98278,424
KeNHA
Developme
nt Supoort

2,100,000,000

KURA 3,825 '1,468 385 u7 58 2,759 8249,'5.5,9OE

KeRRA 18,322 12,326 1,0,849 23175 17,96E,952,N0

2,368 1il 48 2,570 638r02"E9EKWS

Board/CS
Allocation

5,(X)0 5,900,365"306

TOTAL 4J'r0'2l. 24322 720 10,u9 9,987 106 fi,y78 *,68,2,9*n7
tu,021 2536;1 qt6 7,695 9A22 24 48118 47,043,W,%7Previous FY

2027-22
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The cost per Kmfor the various type of roadworks interventions has been analyzed per Road

Agency. The zummary is given in the table below:

Table: Summary of Costry Kmryr RAper lntennntion Measure

The Road Sector Invesbnent Programme (RSIP II) determined the road maintenance needs
at approximately KShs 100 billion annually against current year s allocation of l6hs 58.9

billion, resulting to a deficit of KShs 4L.1 billion. There is therefore need for the Board to
source for additional funds to bridge the funding gap.

1535595 7855,730 2'1.6,0591 PBC Maintenance

494,152 't,727,U7 257,013 237,7282 Routine Maintenance

Spot Improvement 't,3&,0753

4 Periodic Maintenance 3,937,126 7,974,693

Up crading/ Reconstruction 15,874,253 317,4535
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MANAGEMENT DISCUSSION AND A}IALYSIS

1.. INCOME

The Board recorded income of Kshs. 87.43 billion from Fuel Levy, Transit Tolls and Interest
income, compared to a target of Kshs. 78.89 billion. The receipts are analysed below.

Fr 2020n1 Ey2O2y22
(12 Months) (12 Months)

(KSHS) (KSHS)
Change
(KSHS)

Change
oh

Fuel Levy Receipts
Transit Tolls

Sub-total

w,56\,782,270
1,01,0,830,867

85,572,613,138

83,949,085,329

1,353,856.828

-612,6?6.942

343,026,010

-t%
34%

8s.302.?42.206
Interest Income 7,474,684,923 2,126,117,342 651,432,419 44%
TOTAL RECEIMS 87,047,298,461 97.429.059.548

a) Fuel Levy Receipts and Transit Tolls

The Board received fuel lcvy of Kshs 83.95 billion, compared to collections of Kshs 84.56
billion for FY 2020 / 21(i.e., a 1 % decrease). The demand for fuel is subdued due to the soaring
PumP prices and inflation. Fuel levy collections have therefore flattened, but remain
adequate to meet the planned funding requirements.

b) Interest Income

The Board earned interest of Kshs 2.13 billion compared to Kshs 1.47 billion in the prior year.
The increase is attributed to proactive treasury activities by management during the period
under review.

2. DISBURSEMENTS

In the 4th quarter, the Board collected fuel levy of Kshs 27.47 btllion and transit tolls of Kshs
366.6 million. Funds totaling to Kshs 15.97 billion were allocated to the road agencies in line
with the approved Disbursement Programme for FY 2021,/22 as shown in the following
table.

ANNUAL
CEILING FY

2021122
31ST MARCH

20x2 4thQUARTER TOTALS
Collections for the Period 53355213.438 21,947,728.769 85302.9422M
Disbursements:

KeNHA 26,592,551,020 23,057,U2,598 3,535,208,422 26,592,557,020

KeRRA 74;t%,870,343 14,1,90,870,343 74,7q),870343

KURA 6,657,970,473 6,6s7,970.473 6,657,970,473

KWS 657,338,776 65t,338,776 651.,338,776

Other Programmes 9,770,087,633 200,000,000 9,570.08't,633 9,770,08't,633

Kenya Roads Board 't,577.8W,0W 1,258,81.4,4& 318,98s,536 7,5n8W.0N
10% Allocations bv KRB/CS 6,573,387.755 6.513,387.7ss 6,573.387,755

Roads Annuity Fund 72,942,m/0,000 70,394,653,678 2,il7,346,322 72,942,W0,W0

TOTAL 78r90.000.000 62978378,087 15,977.627.913 78r90,000,m0
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'\ 3. RNANCIAT FOSITION

The total funds held by tre Board as at 30t finem?2amounted to Kehs 4435 billion" These

ftrnds mainly comprice the road ag€lrcy and annuity funds due for release, and prior year

over<ollections

KENYA ROADS BOARD FUND
FINANCTAL STATEMENTS FOR THE YEAR ENDED 30rrH IUNE 2022
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CORPORATE GOVERNANCE STATEMENT

1. Introduction

The Board of Directors recognizes the importance of applying the highest standards of
corporate goverrrance as a key contributor to its long-term success, long term value and
prosperity.

This enables effective and efficient decision making and gives a sructural aid for the
Directors to discharge their duty to promote the success of KRB while taking into account
the interest of stakeholders.

Effective governance is achieved through a combination of strong process and structures,
underpinned by the right values and culture. The principles of corporate govern,rnce are
contained in the Mwongozo Code of Conduct & Ethics.

2. The Board

Board Size and Composition

The size, composition and appointrnents of the Members of the Board are prescribed in the
Kenya Roads Board Act. Kenya Roads Board comprises of thirteen (13) independent non-
executive board of directors of which eight (8) are from the private sector institutions and
five (5) members representing the public sector. Each private member serves for a maximum
of two terms of tfuee (3) years each.

The Chairman of the Board is appointed by the President from among the eight members
from the private sector. Names of all Board members and changes thereto are published in
the Kenya Gazette.

The public sector representatives are the principal secretaries or designated alternates not
below the level of deputy secretary from the ministries responsible for matters relating to
toads, finance, local authorities, regional co-operation, transport & communications.

The representatives from the private sector are appointed by the Minister responsible for
roads from among the three persons nominated by each organization specified in the First
Schedule to the Kenya Roads Board Act.

The Board is well composed in terms of range and diversity of skills, knowledge, age, and
experience in various sectors which makes it effective and provides an appropriate balance
for the oversight of the Board's mandate. On gender, the Board has three (3) women out of
eight (8) members from the private sector.

The Director General's position is filled through public advertisement. The Director General
is appointed by the Board in consultation with the Minister.

The Director General is an ex-official member of the Board but has no voting right at any
meeting of the Board and is the secretary to the Board.
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Independence and Separation of Roles & Responsibilities

The roles and responsibilities of the Chairman of the Board, the Director General and non-
Director General s' remain distinct and separate which ensures a balance of power of
authority and provides for checks and balances such that no one individual has unfettered
powers of decision making. Their roles have been documented and are expected to be
independent and free from conflict upon appointment.

The Chairman provides overall leadership to the Board without limiting the principles of
collective responsibility for Board's decisions. The Chairman builds an effective board and
sets the board agenda in consultation with the SecretaryfDirector General and ensures
effective communication to stakeholders.

The Director General is responsible to the Board and takes the overall responsibility for the
ru!.nagement of the Kenya Roads Board Fund and takes responsibility for effective and
efficient day to day running of the affairs of the Board. The Director General recommends
the strategy to the Board and implements it and makes operational decisions. Noting that
the position also doubles as the secretary to the Board, the Director General ensures
appropriate and timely information flows within the Board, its committees and
management.

The non-executive directors are independent of management they appoint the Director
General and establish a framework for the delegation of authority and ensure succession
planning for the Director General and senior management is in place. Their role is to advise,
constructively challenge and monitor the success the management is delivering the agreed
strategy within the risk appetite and control framework that is set out by the Board.

Board Responsibilities

The Board's responsibility is to promote the long-term success of the Board. The Board
provides leadership and concentrates its efforts on the strategic and govemance issues. The
Kenya Roads Board Act, the Board Charter and the Mwongozo Code of Ethics defines the
govemance parameters within which the Board exists and operates, the specific
responsibilities to be discharged and powers of the Board, its committees, and directors
collectively, as well as certain roles and responsibilities incumbent upon directors as
individuals.

The Board is charged with the following responsibilities: -

a) Defining the purpose of the Kenya Roads Board, that is, its strategic intent and objectives,
and its values which should be clear, concise, and achievable;

b) Strategy formulation and ensuring there are appropriate policies, systenu, and structures
to effectively and successfully implement the strategies;

c) Provide leadership within a framework of prudent and effective struchrres which enable
risks to be assessed;

d) Identify the opportunities as well as the principle risks in ib operating environment
including the preparation of the risk policy plans/risk rvmagement policies and
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implementation of appropriate measures to manage such risks or anticipated impact on the

corporate business;

e) Review on a regular basis the adequary and integrity of the internal controls, acquisition

and divestures, rvlnagement information systems including compliance with applicable
laws and regulations;

f) In stewardship and in discharging its obligations, the Board assumes responsibility in the
following areas:

o Retaining full and effectioe control oaer KRB, and monitoing mnnagen ent in implementing
Board plans and strategies;

o Ensuing ethical behaaior and compliance zoith relanant lmus and regulations, audit, and
accounting principles, and KRB's oun gooerning documents and C-ode of Ethics; and

o Defningleoels of materiality, reseraing srycific Wrners to the Board, and. delegatingother matters
toith tlu necessary ruitten autlaity to management and instituting effectioe mechanisms that
ensure Board responsibility for management perfomunce of its functions; among other mandates
and responsibilities as stipulatcd in the Kenya Roads Board Act.

Meetings Attended by Board Members

Kenya Roads Board Act provides that the Board holds meeting at least once every quarter.
The Board therefore holds regular scheduled meetings throughout the year and
supplementary meetings are held as and when necessary. In case of non-attendance due to
other commitments, such information was communicated to the chair prior to the date of the
scheduled meeting.

BOARD MEMBERS

REGUTAR BOARD

MEETINGS
ATTENDED

%

Attendance

1 ABEDNEGO REUBEN OKARIKODI ETYANG 7 TOOo/o

2 CHARLES TIROK 6 86%

3 JAMES MWANZIA MATHUVA 6 86%

4 JOHN OTIENO NYAGUTI 6 86%

5 JULIUS NYAGAH MWABU 7 700%

5 MARY NJOKI RAGUI 5 77Yo

7 NELSON RIBUTHI GAICHUHIE 6 86Yo

8 PAUL KINYUA KINGORI 6 86%

9 PAUL MWANGI MARINGA 1 l$Yo

10 THEODORA GICHANA 2 29%

7L WILSON NDIRANGU KAMAU 7 IOOYo

Total Number of Meetings during the year 7
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Board Committees and Responsibilities

The Board delegates certain functions to well-structured committees but without abdicating
its own responsibilities. The Board has developed a committee structure that assists in the
execution of its duties, powers, and authorities. Each Committee is guided by a Committee
Charter/Terms of Reference, which outlines its responsibilities as mandated by the Board
and is reviewed on a yearly basis. The Committees are appropriately constituted drawing
membership from amongst the board members with appropriate skills and experience.

The Chairman of the Board and external parties/advisors are required to attend the
committee meetings only by invitation.

The committees are expected to operate transparently and full disclosure to the Board and
also to conduct themselves within the rules and procedures set out by the board. Matters
deliberated by the Committees are presented to the board by the respective chairman during
the next board meeting.

The Board Committees are Audit & Risk Management, Finance, Human Resources and
Management and Technical. The responsibilities and attendance of meetings during the year
is as summarizedbelow: -

Finance Committee

The Finance Committee assists the board in fulfilling its oversight responsibilities for funds
collection and sourcing, funds allocation & disbursements, review of budgets and APRP and
the implementation reports.

The responsibilities of the committee are as follows: -

(") Management of KRB Fund (Funds allocation, collections, and disbursements)
(b) Budgeting and Planning (Review of KRB Operations Budget and the APRP)
(c) Identification and recommending other potential sources of Revenue
(d) Recommending periodic reviews of the fuel levy
(") Recommending appropriate levels of road user charges
(0 Financial Reporting
(g) Compliance with Public Finance Management (PFM) Act and other related

legislation
(h) Review of funds utilization and absorption

Audit & Risk Management Committee

The Audit and Risk Management Committee assists the board in fulIilling its oversight
responsibilities for the work's programming and monitoring as well as the advisory role to
the Minister for Roads. The Audit and Risk Management committee has authority to conduct
or authorize investigations into any matters within its scope of responsibility.

The committee has the following responsibilities: -

(i) Ensures extemal audit recommendations are fully addressed; and
(ii) Ensures that the quality of intemal audit is of appropriate standard and that line

management has full regard to intemal audit recommendations.
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In particular, the Audit and Risk Management Committee shall be responsible for the review
of the following areas: -

(") Risk Management and Compliance
(b) Intemal Audit
(.) External Audit

Human Resources and Management Committee

The Management Committee oversees strategic plarning, staff matters, performance
contracting and general management oversight.

Specifically, the committee is responsible for the following: -

(a) Setting the policies and strategic direction of the organization;
(b) Review the Strategic Plan and the Business Plan for approval by the Board;
(c) Monitoring the implementation of the Strategic Plan;
(d) Evaluation of the performance of the organization, Director General, staff, and
departrnents;
(e) Negotiating the annual performance Contract between KRB and the Ministry of Roads;
(f) Reviewing of the organization structure of KRB;
(g) Reviewing KRB's staff terms and conditions of service;
(h) Reviewing the various management policies aimed at enhancing staff performance;

Technical Committee

The Technical comrnittee oversees the optimal utilization of the fund by Roads Agencies.

Specifically, the committee is responsible for the following: -

a) Coordinating the optimal utilization to achieve efficiency and cost effectiveness in
road works;

b) Monitor and evaluate by means of Technical, financial and performance audits the
delivery of road works;

c) Coordinate/Monitor implementation of road maintenance progranunes;
d) Implementation of the Road Sector Investment Programme;
e) Research and Development in Roads sub sector;

0 R2000Strategy;
g) Road Maintenance Management System (RMMS); and
h) Advising the Cabinet Secretary on Road maintenance policies.

3. Remuneration of the Board

The non-ex-official Board members are paid taxable sitting allowance as approved by the
Minister responsible for Roads following guidelines from the State Corporations Advisory
Committee. The Chairman is paid honoraria at a rate approved by the Government.

Transport expenses are reimbursed on travel for Board business at the prevailing AA rates.
The members are also entitled to outpatient and inpatient medical cover and a personal
accident cover as applicable.
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4. Directors Induction and Training

The Board develops induction and training programs designed to introduce new directors
to the operations of the Board and related govemance matters'

The programs are also aimed at deepening the understanding of the changes in risks,laws
and business and political environment in which the Board operates.

5. Board Effectiveness and Evaluation

In order to assess and improve the capacity, functionality and effectiveness of the Board and
its committees, Eu:t annual evaluation is undertaken in accordance with the widely accepted
principles of corporate govemance.

The self-evaluation reviews the capacity, functionality, and effectivcncss of its performance
in the achievement of its goals and objectives. It assesses the performance and independence
of the Board and committees fointly, individual members of the Board and the Director
General.

The Director General is assessed in his roles as the CEO and the secretary to the Board. The
Chairman's ability to add value, his performance against what is expected of his role and
function, is also assessed.

The results of the evaluation form the basis on which action/work plans for the preceding
year are formulated, assists to identify the training needs for directors and it also forms the
basis of re-appoinhnent.

6. Conflict of lnterest. Code of Conduct and Ethics

The directors and employees of the Board have a fiduciary duty to act honestly and in the
best interest of the Board. Business transactions with all parties must be carried out at arn's
length and with integrity. The Board provides effective leadership based on ethical
foundation and ensures a1l deliberations, decisions and actions are based on the Boards' core
values underpiruring good governance.

The Board has developed a Code of Conduct and Ethics Manual whose aim is to enhance
relationships and fostering teamwork among board members and staff and to build respect,
confidence, and credibility with its citizens. The Code provides guidance to its members
regarding ethical and behavioral considerations as they address their duties and obligations
during their appointment and their term in KRB.

The Board has put various measures in place to ensure that there is no conflict of interest
amongst its directors and staff. The Board has put in place Corruption Prevention and Code
of Conduct & Ethics Policies that binds both the directors and the employees.

At the beginning of the firnncial year, all directors and employees signed a declaration of
interest form declaring that they will disclose any interest that conflicts or possibly may
conflict with the interests of the Board. At the corunencement of any business to be
Earusacted, all directors/staff are required to decl,are their interest, if any.

All staff and directors declared their wealth as required to the Public Service Commission.
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Dori.g the year, the directors and employees demonstrated their commitrnent to the public
service through professionatisrn, integrity, moral and ethical requirements, conflict of

interesg and political neutrality through compliance with relevant laws as evident from the

legal audi! internal audit, and extemal audit rePorts presented to the Board.
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CORPORATE SOCIAL RESPOSIBILTTY STATEMENT

1. Introduction

The Board works with its staff and stakeholders to enrich public/community life and
participate in charitable projects. The main activities carried out during the year were as

follows: -

2. Research and Development

One of the mandates of KRB is to ensure optimal utilization of Road Maintenance Levy Fund
and the coordination of the road maintenance, rehabilitation, and development. To achieve
this, it calls for a collaboration effort between KRB and MTRD on matters of innovations,
research, and development in the road sub-sector in order to keep up with emerging trends
and technologies that could lead to more efficient road construction and maintenance
methods. As a result, KRB has undertaken to support road related irurovations and research
in the application of emerging technologies such as cobblestones and Roads 2000 Strategy.
KRB has therefore included the promotion of lnnovations, Research and Development in its
Performance Contracts with the Ministry.

KRB is committed to promoting research and development with the aim of improving road
works delivery in the country and thus optimizing utilization of funds. To effectively advice
the Cabinet Secretary on the impact of road development programmes there is need for such
advice to be continuously informed by research.

3. Roads 2000 (R2000) Strategy

The Roads 2000 Strategy is a road development and maintenance delivery mechanism that
optimizes utilization and development of locally available resources where technically and
economically feasible, and in a socially responsible rulnner. The Roads 2000 Strategy was
initiated with the vision of implementing the approach tfuoughout Kenya by the year 2000,
thus the nametag "Roads 2000".

The Board, through the R2000 Secretariat at KRB, has been coordinating the strategy since
the start of the 2nd R2000 Strategic Plan in 2013. The main premise behind the "Local
Resource Based Approach" is to deliver road infrastructure through cost-effective use of
local skills, enterprises,labour, and materials. The delivery process optimizes the social and
economic impact of investrnents in infrastructure by ensuring that these investments are
charureled through the local economy, thus creating job opportunities, and stimulating local
markets, entrepreneurship, and industry, while safeguarding cost-effectiveness, quality, and
sustainable asset delivery.

The strategy aims to create short-term employment through the rehabilitation of rural access

roads and other labor-intensive projects. The strategy has been in place for approximately
two decades during which it has had great impact in providing part-time employment
opportunities to the marginalized groups such as women, youth and people living with
disabilities. The strategy has also facilitated the training of several small to medium scale
contractors on local resource-based methods.
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The Govemment adopted the strategy for full National implementation in 2005. Since theru

the strategy has gone through two complete planning cycles. The 3rd Strategic plan for the

period 201V2023 is currently b"i.g implemented.

The targets of the 3rd R2000 Strategic plan for the five years include periodic, routine
maintenance and Performance Based Contracting, of over 73,000 km of roads, creation of
over 1.90,810 full time jobs and training of Road Agency and Conkactors' staff among others.
In the Financial year 2020/2021,, the strategy targeted a total of 12,346km to be maintained
under R2000. As at the end of quarter 2 the road agencies had reported an achievement of
15,806km which was128% of the annual target. This was due to the inclusion of Kazi Mtaani
projects that were introduced to cushion disadvantaged citizens against economic effects of
Covid 19 Pandemic.

A review of existing policies indicates that the objectives of the R2000 Strategy are in
coherence with, and contributes to achievement of global, national, and sectoral policies,
such as the Kenya's Vision 2030, United Nations' Sustainable Development Goals, African
Uniort's Agenda 2063, the Transport Sector's lntegrated National Transport Poliry, and the
current Government's "Big Four Agenda".

4. Standard Chartered Marathon

KRB staff and farnilies participated in the 2021 Standard Chartered Marathon. The Marathon
is the flagship project for the Standard Chartered Banks imitative that aims to raise funds for
the needy in the community. To ensure sustainability, the annual Standard Chartered
Marathon now forms an important part of the Board's calendar as the Board 'shares vision
with needy and disadvantaged persons.

5. Protecting the Environment

Environmental Conservation is one of the enablers to the Social Pillar in the country's
economic blueprint'Vision 2030'. Road projects have the potential of damaging the natural
resources upon which economies are based. The environment is the resource base for
materials used in road construction. It assimilates road construction waste, hence affecting
the lifespan of roads.

To minimize the negative environmental impact, the Board requires the Road Agencies to
factor in mitigation measures at the planning stage, during and after construction for all
rehabilitation and periodic maintenance projects. These measures include control of soil
erosion tfuough construction of gabions, tree planting, covering, and enhancingborrow pits
to provide water catchment areas for use by local residents.
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REPORT OF THE DIRECTORS

The Directors have the pleasure of presenting their report together with the audited financial
statements for the year ended 30th June 2022, which show the state of the Board's affairs.

PRINCIPAL ACTTVITIES

The Board is primarily engaged in management of the Kenya Roads Board Fund together
with other mandates specified in the Kenya Roads Board Act,1999.

RESULTS

The results for the year ended 30th June 2022 are set out on page 42to 72.

DIRECTORS

The Board of Drectors who held office during the year is shown on pages 8 to 10.

In accordance with Section 7$) of the Kenya Roads Board Act, 7999 'the Chairman and
mentbers of tlu Board, other than ex-oficial members shall holil ofice for a perbd of three years from
tlu fute of aypointment but shall be eligible for re-aryintment for one furtlur tetm of a peiod not
exceeding thru years.' The appointrnent and vacation of office of any member of the Board
shall be in accordance with Section 2 of the Second Schedule to the Kenya Roads Board Act,
1999.

FINANCIAI STATEMENTS

At the date of this report, the Board was not aware of any circumstances which would have
rendered the values athibuted to the assets in the financial statements misleading.

AUDTTORS

The Auditor General is responsible for the statutory audit of the Board's books of account in
accordance with Article229 of the Constitution of Kenya and the Public Audit Act 2015.

BY ORDER OF THE BOARD

tG hp-e. lOgC
DATE

ARY TO THE BOARD
R.
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STATEMENT OF THE BOARD'S RESPONSIBILITIES

Section 81 of the Public Finance Management Act, 2072 and the Kenya Roads Board Act,7999
require the Directors to prepare financial statements in respect of the Board, which give a
true and fair view of the state of affairs of the Board at the end of the financial year and the
operating results of the Board for that year. The Directors are also required to enzure that the
Board keeps proper accounting records which disclose with reasonable accuracy the
financial position of the Board. The Directors are also responsible for safeguarding the assets
of the Board.

The Directors are responsible for the preparation and presentation of the Board's financial
statements, which give a true and fair view of the state of affairs of the Board as at the end
of the financial year ended on 30th fune 2021. This responsibility includes: (i) maintaining
adequate financial management arrangements and ensuring that these continue to be
effective throughout the reporting period; (ii) maintaining proper accounting records, which
disclose with reasonable accuracy at any time the financial position of the entity; (iii)
designing, implementing and maintaining internal controls relevant to the preparation and
fair presentation of the financial statements, and ensuring that they are free from material
misstatements, whether due to error or fraud; (iv) safeguarding the assets of the Board; (v)
selecting and applying appropriate accounting policies; and (vi) making accounting
estimates that are reasonable in the circumstances.

The Directors accept responsibility for the Board's financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent
judgements and estimates, in conformity with International Public Sector Accounting
Standards (I[5AS), and in the marurer required by the PFM Act, 2012 arrd the Kenya Roads
Board Act,1999. The Directors are of the opinion that the Board's financial statements give a
true and fair view of the state of the Board's transactions during the financial year ended 30th

June2021, and of the Board's financial position as at that date. The Directors further confirm
the completeness of the accounting records maintained for the Board, which have been relied
upon in the preparation of the Board's financial statements as well as the adequacy of the
systems of internal financial control.

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

Approval of the Financial Statements - The Kenya Roads Board Fund Financial Statements
were approved by the Board on 29tt'Jr;Jy 2022and signed on its behalf by:

Uo,A.
pi+Er-rs w\tcrAGA MBS
CHAIRPERSON
DATE:

DIRECTOR L

CHARLES TIROK
DIRECTOR
DATE:

R.
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REPORT OF THE AUDITOR.GENERAL ON KENYA ROADS BOARD FUND FOR THE
YEAR ENDED 30 JUNE, 2022

PREAMBLE

I draw your attention to the contents of my report which is in three parts

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for the intended purpose.

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
management environment and the internal controls, developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Opinion

! have audited the accompanying financial statements of Kenya Roads Board Fund for
the year ended 30 June, 2022, set out on pages 42to 59, which comprise of the statement
of financial position as at 30 June, 2022, and the statement of financial performance,
statement of cash flows and statement of comparison of budget and actual amounts for

Report ofthe Auditor-General on Kenya Roads Board Fundfor the year ended 30 June, 2022



the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of the Kenya Roads Board Fund as at 30 June, 2022 and of its financial
performance and its cash flows for the year then ended, in accordance with lnternational
Public Sector Accounting Standards (Accrual Basis) and comply with the Kenya Roads
Act, Cap 408 of the laws of Kenya and the Public Finance Management Act, 2012.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kenya Roads Board Fund Management
in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, I confirm that, nothing has come to my attention to cause me to believe that
public resources have not been applied lawfully and in an effective way.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assuran@
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence ! have obtained is sufficient and appropriate
to provide a basis for my conclusion.

Report ofthe Auditor-General on Kenyo Roads Board Fundfor theyear ended 30 June, 2022
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and overall governance.

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue to sustain its services, disclosing, as applicable, matters related
to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Fund or to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

The Board of Directors is responsible for overseeing the Fund's financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Report of the Auditor-General on Kenya Roads Boqrd Fund for the year ended 30 June, 2022

3



Aud itor-General's Responsi bilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the 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 my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISSAIS will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and review of
compliance, ! consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAIs, ! exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

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

a
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Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

Conclude on the appropriateness of the Management's use of the applicable 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 Fund's
ability to continue to sustain its services. lf I conclude that a material uncertainty exists,
I am required to draw attention in the auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Fund to cease to continue
to sustain its services.

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

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Fund to express an opinion on the financial statements.

Perform such other procedures as I consider necessary in the circumstances.

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

CP , CBS
AUDITOR-GENERAL

Nairobi

31 March,2023

a
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STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED SOTH IUNE 2022

Note i KShs'000 KShs'000

I

Disbursements 9

The notes fr:rm an integral part of these financial slatements.

87,429,A60 97,047,299
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STATEMENT OF FINANCIAL POSmON AS AT 3OrH rUNE 2022

The notes form an integral part of these Financial Statements. The financial statements were

submitted by the Board and signed on its behalf by:

16 boo e-oLa
CPA AGUMBI (ICPAK No. 8983) DATE
DIRECTOR, FINANCE & FUND MANAGEMENT

R.

tB tron 0.09.9
DATE

la \ar, 909O
DATE

DIRECTOR GENERAL

(

CHARLES TTROK
DIRECTOR

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents

2O2't122 20z0lzt
Note KShs'000 KShs'000

10 44,347,983 35,063,&3
TOTAL ASSETS M,347,983 35,063,643

LIABILTTIES

CURRENT LIABILITIES
Payables 11 35,808,924 1.4,452,81'1.

TOTAL LIABILITIES 35,W,924 1.4,452,81.']..

TOTAL NET ASSETS 8,539,050 20,51O,832

NET ASSETS

Net Assets Available for Distribution 12 8,539,050 20,670,832

TOTAL NET ASSETS 8539,060 20,6\0,832
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STATEMENT OF CHANGES IN NET ASSEIS
FOR THE YEAR ENDED SOTH ITJNE ZI22

The notes form an integral part of these financial statements.

Description Notes Accumulated surplus
KShs'Ofr)

Prior Year
Balance as at 1 July 2020 11,,693,989

Surplus for the year 8,9'1,6,843

Balance as at 30 |une 2021 20,6L0832

Current Year

Balance as at L luly 2021 20,610,832

Deficit for the year (72,071.,772\

Balance as at 30 lane2A22 8539-060
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STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 3oTHTUNE 2022

202u22 202012r

Note KShs'000 KShe'000

CASH FLOWS FROM OPERATING ACTTVITIES:
Net cashllows from operations 13 29,895,172 10,265,897
Disbursements of funds (20,61,0932) ('1,,87'1,,455\

Net cash from operating activities 9,2U3t10 8394,U2

NET INCREASE IN CASH AND CASH
9,2U,W 8ts94,42

MOVEMENT IN CASH AND CASH
ALENTS:

At the of the
Net increase in cash and cash
At the end of the

35,063,643 26,6tr9,201
g,?94340 8,394,M2

10 M,y7,983 35,063,@3
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STATEMENT OF COMPARISON ON BUDGET AND ACTUAT AMOT'NTS

The variance in Road Maintenance Levy collections is attributed to the revision of the budget
to include prior year funds.

BUDGET ACTUAL VARIANCE VARIANCE

202y22 202w2
KShs'000 KShs'Ofi) KShs'000 %

Receipts

Road Maintenance Levy 99,500,832 87,429,064 (72,077,n2\ (72"t1

Total Receipts 99,5ffi,832 87429,060 (12,071,n21 (L2o/ol

Disbursements (99,5Wfr321 (99500,E32) 0%

Net Assets (12,wL,7721 (72,D77,7721
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NOTES TO THE FINANCIAL STATEMENTS

1.0 GENERATINFORMATION

Kenya Roads Board (KRB) is a state body corporate established under Chapter 408 of the
Laws of Kenya'Kenya Roads Board Act' which came into effect under Legal Notice No. 7 of
1999. The Board is domiciled and operates within the Republic of Kenya.

As stipulated in the Kenya Roads Board Act,1999 "Tlrc object and purpox fur wlich the Board
is established is to ol,ersee tlrc road nettuork in Kenya and coordinate the nuintenance, relubilitation
and deuelopnent fitndedby tlrc ftmd nnd to adaise the Minister responsible for nntters pertaining to
roads on all nntters relatecl tltereto."

2,0 STATEMENT OF COMPLIA}.{CE AND BASIS OF PREPARATION

The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant and equipment,
marketable securities and financial instruments at fair value, impaired assets at their
estimated recoverable amounts and actuarially determined liabilities at their present value.

The entity's financial statements have been prepared in accordance with and comply with
International Public Sector Accounting Standards (I[5AS). The financial statements are
presented in Kenya shillings, which is the functional and reporting currency of the entity.
The accounting policies have been consistently applied to all the years presented.

The financial statements are prepared on accrual basis. The cash flow statement is prepared
using the indirect method.

3.0 ADOPTION OF NEW AND REVISED STANDARDS

The entity did not early - adopt any new or amended standards in year 2021,/2022.

4.0 SUMMARY OF SIGNIFICANT ACCOI.JNTING POLICIES

The principle accounting policies adopted in the preparation of these financial
statements are set out below. These policies have been consistently applied to all years
presented, unless otherwise stated.

(a) Statemeat of Compliance

The financial statements for the year ended 3gtt June 2022have been prepared in
accordance with and comply with Lrtemational Public Sector Accounting
Standards G[€AS) as issued by International Public Sector Accounting Standards
Board (II€ASB), the Public Finance Management Act, 201,2,Pabltc Audit Act,2015
and Kenya Roads Board Act.

For the Public Finance Management Act, 2012, P:ublic Audit Act, 2015 and Kenya
Roads Board Act reporting purposes, in these financial statements the "balance
sheet" f "statement of assets and liabilities" is represented by and is equivalent to
the statement of "financial position" and the "profit and loss account" f "statement
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of income and expendifure" is presented in the statement of "financial

performance".

(b) Basis of Preparution

The financial statements have been prepared under the historical cost convention,

unless otherwise stated. The financial statements are presented in the functional
currency, Kenya Shillings (Kshs.), and all values are rounded to the nearest

thousands (Kshs. '000) except when otherwise indicated.

(c) Presentation of Financial Statemmts

The financial statements comprise of statement of financial performance, statement
of financial position, statement of changes in net assets/equity and the statement
of cash flows and the notes to the financial statements.

The Board classifies its expenditure by the nature of expense methodology.

The disclosure on risks is presented in the financial risk management objectives and
policies contained in note 5.

The statement of cash flows shows the changes in cash and cash equivalents arising
during the period from operating, investing, and financing activities.

Starting 1't July 2010, Kenya Roads Board adopted the II€AS 1 on Presentation of
Financial Statements. Lr previous years the financial statements were prepared in
accordance with the International Financial Reporting Standards (IFRSs). The

change was necessitated by the reporting standards on public entities which are not
Govemment Business Entities (GBE) as defined and required by IISAS 1-

'Presentation of Financinl Statenents' which states that the scope of application is for
'all public sector entities otlur tlun Goz,ernnrcnt Business Enterprixs' .

The requirement by the Auditor General to present separate financial statements

for the Kenya Roads Board Operations and the Kenya Roads Board Fund led to
reclassification of assets and liabilities including prior year to each set of financial
statements.

(il) Budget Information

lntemational Public Sector ReportingStandards allow for non-disclosure where (a)

an entity is not required to disclose its budget information pubtcly and (b) the

entity has elected not to present its approved budget publicly.

It is observed that the Approved KRB Fund Budget amounts for the year have not
been exceed.

(e) Functional Cunencies

Functional and Presentation Currency

-r8



t

KENYA ROADS BOARD FUND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 2022

The financial statements are presented in the functional currency, Kenya Shillings
(Kshs.), which is the Board's presentational currency. The financial information is

rounded to the nearest thousands (Kshs. '000) except when otherwise indicated'

(fl Rnenue Recognition

Revenue is generally recognized in the Statement of Financial Performance on
accrual basis.

Interest income from all interest-bearing financial instruments is recognized in the
Statement of Financial Performance on accrual basis using the effective interest
method.
Other incomes are recognized as they accrue unless the collectability is in doubt.

(g) Cash and Cash Equioalents

For purposes of the cash flow statement, cash and cash equivalents comprise of
cash and cash balances held at the bank with less than three months maturity from
the statement of financial position date. These include notes and coins on hand and
deposits held at call with banks.

(h) Payables

Payables include any obligations to pay for goods or services that have been
acquired in the ordinary course of business from suppliers and may also include
payments in respect social benefits r,vhere formal agreements for specific amounts
exist.

Payables are recognized initialll' at fair value and subsequently measured at
amortized cost using the effective interest method. The historical cost carrying
amount of payables subject to the normal credit terms usually approximates fair
value.

Payables are classified as current liabilities if payment is due within one year or less

(or in the normal operating cycle of business if longer). If not, they are presented as

non-current liabilities.

(i) Subsequent Eomts

There have been no subsequent events that would have an impact on the financial
statements for the year ended 30th |une 2022.

(j) Comparatioes

Except otherwise required, a1l amounts are reported or disclosed with comparative
information. Where necessary, comparative figures have been adjusted to conform
to changes in presentation in the current year
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s.0 STGNTFICANT IUDGEMENTS AND SOURCES OF ESTIMATION

UNCERTAINITY - (CRITICAL ACCOI,JNTING ESTIMATES, IUDGEMENTS

AND ASSUMPTIONS)

In the process of applying the Board's accounting policies, the directors have made

estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities as at the date of the financial statements,
and the reported amounts of revenues and expenses during the reporting period.
Estimates and judgments are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed
to be reasonable under the circumstances. Although these estimates are based on the
directors' knowledge of current events and actions, actual results may differ from these
estimates.

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

The key areas of judgments and sources of uncertainty in estimation are as set out
below:

(a) Citical luilgments in applying the Board's accounting policies

In the process of applying the Board's accounting policies, judgments have been
made in determining: -
- Whether the assets are impaired;
- The classification of financial assetsi

- The going concern.

(b) Critical Accounting Estimates and Assumptions

(i) Contingmt Liabilities

As disclosed in these financial statements, the Board is exposed to various
contingent liabilities in the normal course of business.

The Directors evaluate the stafus of these exposures on a regular basis to assess

the probability of the Board incurring related liabilities. However, provisions are
only made in the financial statements where, based on the directors' evaluation,
a present obligation has been established.

(ii) Other Prooisions

Other provisions are recognized when the Board has legal or constructive
obligation as a result of past events, for which it is probable that an outflow of
economic benefits will be required to settle the obligation, and a reliable estimate
can be made of the amount of the obligation.
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5.0 SEGMENT REPORTING

The Board does not have any branches/reporting segments. All the operations of the

Board are managed from the registered office. The core business of the Kenya Roads
Board continues to be management of the Kenya Roads Board Fund together with other
nrandates as stipulated in the Kenya Roads Board Act.

There is no distinguished component of the Board that is engaged in providing an
individual service that is subject to risks and returns that are different from the main
mandates of the Board.

7.O EINANCIAL RISK MANAGEMENT OBIECTTVES AND POLICIES

The Board has initiated and facilitated the process that will see the enhancement of risk
management. The Board has an integrated risk management framework/strategy. The
Board's approach to risk management is based on risk governance strucfures, risk
management policies, risk identification, measurement, monitoring and reporting. The
risk management policies and systems are reviewed regularly to ensure they are in
tandem with the micro and macro environment, regulatory guidelines, industry
practice, market conditions as well as the services offered.

The Board recognizes the critical role the risk management will continue to play in its
endeavor to carry out its business in a dynamic environment. The Board is committed
to ensure that corporate governance and risk management are deeply entrenched in
the Board's strategy and culture. An elaborate risk management strategy that will
provide direction on matters of policy and guide the implementation and control has
been developed.

This risk rranagement framework captures the following among other things: -

. The Board's risk appetite and parameters;

. The Board's risk matrix that highlights the rating of risks;

. The structure of managing risks and accountabilities
r The processes, procedures and reports that manage risks;
. The mitigating factors, prevention, contingency plans, and controls

The Board's core business involves major engagements with financial transactions and
processes which pose certain risks. Three types of risks are reported as part of the risk
profile namely operational, strategic, and business continuity risks.

a) Operational risks are events, hazards, variances, or opporfunities which could
influence the achievement of the Board's compliance and operational objectives.

b) Strategic risk is a significant unexpected or unpredictable change or outcome
beyond what was factored into the organization's strategy and business model
which could have an impact on the entity's performance.

c) Business continuity risks are those events, hazards, variances, and opportunities
which could inJluence the continuity of the entity.

One of the key risks the Board has identified in both the operational and strategic areas
is the sustainability of the Road Maintenance Levy in line with the Constitution.
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Financial risk as defined in IffSAS 15 and the management thereoi form part of this

risk area.

The Members of the Board have the overall responsibility for the establishment and

oversight of the Board's risk management framework. The Board has delegated its risk
management to the 'Audit and Risk Committee'. One of the responsibilities of this

committee is to review risk management strategies in order to ensure business
continuity and survival. Most of the financial risks arising from financial transactions
and processes are managed by the'Finance and Planning Committee' of the Board.

The Board's exposure to risks, its o$ectives, policies, and processes for managing the
risk and the methods used to measure it have been consistently applied in the years
presented, unless otherwise stated. The Board aims therefore to achieve an appropriate
balance between the risk and return and minimize potential adverse effects on its
f inancial performance.

The financial management objectives and policies are as outlined below: -

a) Liquidity Risk

Liquiditv risk is the risk that the Board will not have sufficient financial resources
to meet its obiigations u'hen they fall due or will have to do so at excessive costs.
This risk can arise from mismatches in the timing of cash flows from revenue and
capltal/ operational ouflows, assets, and liabilities according to their maturity
profiles and can occur where cash flow streams have been discontinued, etc.

Funding risk arises when the necessary liquidity to fund illiquid asset positions
cannot be met at expected terms and when required.

The objective of the liquidit_v and funding management is to ensure that all
foreseeable operational, capital and loan commitment expenditure can be met
under both normal and stressed conditions and the mismatch is controlled in line
with allowable risk levels.

The Board has adopted an overall balance sheet approach which consolidates all
sources and uses of liquidity, while aiming to maintain a balance between liquidity,
cash flows and interest rate considerations. The Board's liquidity and funding
runagement process includes: -

. Projecting cash flows and considering the cash required and optimizing the
short-term requirements as well as the long-term funding,

o Maintaining balance sheet tiquidity ratios,
. Maintafumg/ soliciting a diverse range of funding sources with adequate back

up facilities,
o Managing the concentration and profile of debt maturities, where applicable,
o Maintaining liquidity and funding contingency plans.

The table shows the undiscounted cash flows on the Board's financial assets and
liabilities on the earliest possible contractual/maturity date. The liquidity ratio in
Fy 2021. / 22 is 1,.24 (FY 2020 / 21,: 2.43).
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Total Financial Assets
Financial Liabilities

Cash
Financial Assets

74,452,877
't 1

Note z!02u22
KShs'0fi)

B 44,346,845
M,346,845

9 35,807,677

KShs'fi)O

Total Financial Liabilities
NET LI

35

RATIO 1..24 2.43

The Board has an established corporate governance strucfure and process of
managing risks regarding guarantees and contingent liabilities. All guarantees
issued are approved by the Members of the Board and are administratively
managed by the finance department.

The primary sources of revenue for the Board are receipts from the Kenya Roads
Board Fund, mainly receipts from fuel levy fund. The Board pursuing additional
sources of revenue for which approval has been sought from Ministry of Finance.

b) MarketRisk

Market risk is the risk that the fair value of future cash flows of financial
instruments will fluctuate because of changes in foreign exchange rates, prices, and
interest rates. The objective of market risk management policy is to protect and
enhance the Statements of Financial Position and performance by managing and
controlling market risk exposures within acceptable parameters, and to optimize
the funding of business operations and facilitate capital expansion. The Board is
exposed to the following market risks: -

O Currency Risk

Currency risk arises primarily from purchasing imported goods and services from
overseas or indirectly via local supplies. The currency risk is minimal as cash and
cash equivalents held with banks are dominated in Kenya Shillings and there are
minimal dealings in foreign currency.

(iil Pice Risk

The Board is exposed to the price risk of the fuel levy. The Board collects Kshs. 18 per
liter of diesel/petrol imported into the country. The Board is exposed to the extent
that the levy on diesel and pehol is reduced or eliminated due to changes in the
intemational fuel prices, inflation, or other macro indicators. The Road Maintenance
Levy is backed up by an Act of Parliamen! changes thereof require approval by
Parliament.
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(iiil lnterest Rafe Risk

The Board is exposed to various risks associated with effects of fluctuations in the

prevailing leveti of market interest rates on its financial position and cash flows.

Interest margln may increase as a result of such changes but may reduce losses in the

event that unexpected movement arises.

The Board closely monitors interest rate movements and seeks to limit its exposure

by managing the interest rate and maturity structure of assets and liabilities on the

statement of financial position. The interest rates on call deposits held in financial
institutions are fixed and agreed upon on monthly basis. The management is in
regular contact with the approved banks in a bid to obtain the best interest rates and

therefore able to plan for the resulting income.

The interest rate risk is minimal as the Board does not have any borrowings.

c) Operationa, Risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of
causes associated with the Board's Processes, personnel, technology, and

inJrastructure and from extemal factors other than credit, market, and liquidity
risks such as legal and regulatory requirements and generally acceptable standards
of corporate behavior.

The Board seeks to ensure that key operational risks are managed in a timely and
effective manner through a framework of policies, procedures, and tools to identify,
assess, monitor, and report such risks.

The Board's objective is to manage operational risk so as to balance the avoidance
of financial losses and damage to the Board's reputation with overall cost

effectiveness and to avoid control procedures that restrict initiative and creativity.

The primary responsibility for the development and implementation of controls to
address operational risk is assigned to senior management. The responsibility is

supported by the development of overall standards for the management of
operational risk in the following areas: -

o Requirements for appropriate segregation of duties, including the independent
authorization of transactions.

o Requirements for the reconciliation and monitoring of financial transactions
o Compliance with regulatory and legal requirements
. Documentation of controls and procedures
o Requirements for the yearly assessment of operational risks faced and the

adequacy of controls and procedures to address the risks identified
o Requirement for the reporting of operational losses and proposed remedial

action
o Development of Business Contingency Plans
o Training and professional development
. Ethical and business standards
. Risk mitigation, including insurance where it is effective.
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Operational risks are documented in the'Framework for Management Control' and
are managed by the Internal Audit function established to spearhead and
coordinate risk management activities. The measures taken include proactively
identifying, analyzing, and mitigating risks in all facets of the business.

d) Compliance andRegulatory Risk

Compliance and regulatory risk include the risk of non-compliance with regulatory
requirements. The Board has complied with all extemally imposed requirements
throughout the year.

e) Legal Risk

Legal risks are the risk of unexpected loss, including reputational loss, arising from
defective transactions or contracts, claims being made or some other event resulting
in a liability or the loss for the Board, failure to protect the title to and liability to
control the rights to assets of the Board (including intellectual property right),
changes in law, or jurisdictional risk.

The Board manages legal risk through the 'Audit and Risk Comrnittee', legal
function, legal risk policies and procedures and the effective use of internal controls
and external lawyers.

8.0 RECEIPTS

202U22 2020/2L
KShs'000 KShs'000

Road Maintenance Levy 85,302,942 85,572,613
Interest Income 2,'J.26,117 1,474,685

Total Receipts 8Z429A6A wa4729&

Revenue represents receipts of Road Maintenance Levy and Transit tolls from the
Kenya Revenue Authority, and Interest Income.

The Board did not receive any transfers of any form, (including assets, gifts, donations,
goods and service-in-kind, advance receipts, pledges, expenses paid on behalf and
concessionary loans) from national and local government, public entities, Donor &
International development agencies.

9.0 DISBURSEMENTS OF FUNDS

The Board allocates funds to the road agencies in accordance with the allocation criteria
set out in the Kenya Roads Board Act,1999, and in line with the Constitution of Kenya,
201 0:
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Road Agency: Particulars/ Class of Roads Allocation
Kenya Roads Board Administration 2%

Kenya National Highways Authority National Trunk Roads 40Yo

Kenya Rural Roads Authority National Rural Roads 22%
Kenya Urban Roads Authority National Urban Roads 1.0Yo

Kenya Wildlife Service Park Roads 10/L/o

Other Programmes Rural/Urban Roads 15%
Allocation by Kenya Roads Board/Ministry Development of Roads 1,0%

Total 1(D%

Effective July 201.5, the Board began collecting funds for the Roads Annuity Program.
Based on the above criteria, the Board disbursed funds as follows during the year:

10.0 CASH AND CASH EQUTVALENTS

(a)Analysis of Bank and Cash balances:

These represent cash held at various banks, as follows:

202U22 2020/27
KShs'000 KShs'000

Amounts held in local currency 44,347,983 35,063,643
Amounts held in foreign currency
Total 44,347,993 35,063,643

The Board is not exposed to credit risk on cash and bank balances as the funds are held
with sound financial institutions approved by the Central Bank of Kenya.

(b) Cash and cash equivalents

For purposes of the cash flow statement, cash and cash equivalents comprise balances
with less than three months'maturity from the date of acquisition, including cash in

hand, deposits held at call with banks and other short term highly liquid investrnents
with original maturities of three months.

Agency
Allocation
for Current

Year

Allocation
from

Accumulated
Reserves

Total Total

202U22 2020/27

KShs'000 KShs'000 KShs'000 KShs'000
Kenya Roads Board 1,577,900 412,217 L,9g0,017 7,525,180
Kenya National Highways Authority 26,592,55'1. 7,492,957 34,085,408 25,791,580
Allocation by KRB/Ministry 6,513,388 '1.,637,340 8,1.50,728 13,7il,597
Kenya Wildlife Service 65'1,339 -1,63,734

815,073 6,447,467
Kenya Rural Roads Authority '1.4,190,870 5,239,488 19,430,358 631.,31.4

Kenya Urban Roads Authority 6,651,970 2,456,010 9,1.07,980 6,349,597
Other Programmes 9,770,092 0 9,770,092 9,433,266
Road Annuity Programme 12,942,000 3,209,196 16,151,186 12,326,000
Total Funds Disbursed in the Year 78,890.000 20,610.832 99,500.832 76,259.000
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KShs'000
a347,983

KShs'000

Analysis of cash and cash equivalents is as set out below: -

Bank and Cash Balances

1.1.0 PAYABLES

These represent funds due to the road agencies and Roads Annuity Programme, but
not released as at 3g*r June 2022, as follows: _

KShs'0fi)
Road Funds 23,782,125
Roads Armui Funds 927

Other Road Activities
Total

12.0 NET ASSETS AVAILABLE FOR DTSTRIBUTION

These represent cumulative reserves (i.e. amounts received over and above the
approved budget over the years) as follows:

As at L't ul
for the Year

As at 30'h une

The funds are allocated to the road agencies in the subsequent year in accordance with
the Kenya Roads Board Act,1999.

13.0 CASH GENERATED FROM OPERATIONS

Reconciliation of Net Cash Flows from Operating Activities to Surplus for the year:

202y22 2020nL
KShs'0fi) KShs'000

Net assets available for distribution 8,539,060

2L,355,113

't0,788,298

Clnnges in tal balances:

Increase/(Decrease) in Road Agenry Funds (522,401\

, Pgfcftlt 29895.L72 LO.265A97Net cashflows from activities

14.0 CONTINGENT LIABILITIES

Though the Board is involved in some legal proceedings, the directors believe, based
on the information currently available, that the Board does not have any contingent
liabilities which are likely to have a material effect on the results of the Board's

2020nL
KShs'000

5,133,807

2O2W2 2O2Ol2t
KShs'000KShs'000

20,610,832 77,693,989
('1.2,07'1.,772\ 8,9'1.6,U3

20i10832
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operations, financial position or liquidity. Therefore, no provision has been made in
the financial statements.

15.0 FAIRVALUE

The directors consider that there is no material difference between the fair value and

carrying value of the company's financial assets and liabilities, where fair value details
have not been presented.

16.0 POST BALANCE SHEET EVENTS

The Directors are not aware of any matter or circumstances arising since the end of the
financial year, not otherwise dealt with in the financial statements, which would
significantly affect the financial position of Kenya Roads Board Fund and results of ib
operation as laid out in these financial statements.

17.0 COMPARATIVES

Where necessary, comparative figures have been adiusted to conform to changes in
presentation of the Financial Statements as required by Intemational Public Sector

Accounting Standards, and any amendment whenever necessary in the current year.

18.0 CURRENCY

The financial statements are Presented in Kenya Shillings (I(Shs'000).

a
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PROGRESS ON FOLLOTTITJP OT AIJDITON. NECOMENDATIONS

There are no audit isiles that were carried forward from FY 2020/2V27.
ii

lY,4- lq [rer,9nCO
DATE

lA N.a-e. 0ODg
DATE

PFTYLLEWAKIAGA \ ?<)
CHAIRPERSON

R.
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