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KET{YA ROADS BOARD
FINANCIALSTATEMENTS FOR THE YEAR ENDED 30fi JUNE 2018

Our Vision:

An fficiatt rcad neftoorkfor a prosperous nation

Our Mission:

To fund, oafrsee and coordinate road maintenunde,
rehabilitation and dwelopment through optimal utilization

of resources for a sustainable road netutork

Our Core Values:

Professionalism
Passion for Quality

Customs S utti ce Excellence
lntegrity

Inclusioeness
lnnooation
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KENYA ROADS BOARD
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 2018

KEY ENTITY INFORMAT'TON AND MANAGEMENT

a) Backgroundlnformation:

Kenya Roads Board (KRB) is a state body corporate established under Chaper 4S of
the Laws of Kenya 'Kenya Roads Board Act which came into effect under Ingal No6ce
No. 7 of 1999. The Board was established in accordance with the Chaper 446 (StaE
Corporations Act) of the Lawe of lGnya, which is' An Act of Parliament to make prooisioa

for the establishment of state corVorutiota: fot conhol and regulation of state corporations; and

for con necled purpo*s'.

lhe Board is domiciled and operaEe within the Republic of Kenya. The regisEred office
ic as set out on page 6.

b) Principle Activity:

As stipulated in the Kenya Roadc Board Act,1999 "Tlu ohject and purVox fir which tlt
Board is established is to ooerxe tlu rmd rctwork in Kenya and coordinav tlu maintenance,
rehabilitation and deoelopmcnt fundcd by tlu fund and to atairr- the Minister rcsponsible for
nutters pertaining to rmds on all matters related thereto.'

Specific Mandates:

The mandates of KRB are provided for in the IGnya Roads Board Act, No. 7 ot1999 as
hereunder:

(o) 'coordinate llu optinnl utilization of tlu Fund in implcmentation of programmes relating
to tlrc nnintenance, relutilitation and doeloprnent of the rmd network;
seek to adtiane optimal cficicncy and crlst effectioetus in roa&aotk funded by tlu Fund;
nranage tfu Fund;
based on a fiae year rud intxstment programme apprwed hy the Ministcr and the
Minister for Finane, debrmirc tfu alluation of financialresoures from any othcr soura
aoailable to tlu Board rcEtired by rmd agencies for tlu maintenance, relubilitation and
dnelopment of tlu rmd network to ensure tlut tlu allocation of funds is pegged to specifc
cntegories of rmds and tlut not less tlnn

(i) noenA two percent (22%), which slull be dqosited into a ryecial bank account to ln
colled Constituetcy Road Fund Account to fu maintaincd by asery constituency of
nronies from tlu Fund is allxated eqwlly to all Constituencies in tlu counlry to be

adntinistered by the Rural Rutds Authorig;
(ii) ten p*cent (10%) ol thc monies ftom tlu Fund is allouted for tlv mainterunu or

danlopment of link rmds betuteen constituenci* and to *nte as Gooernment
counterpart lunds in lunding work on ruml ruds, to be adntinistered by the Kenya
Ruml Rmils Authority and tlut tlu saiil per centum slmll}r equally ilistributeil to tltc
constituencies wlwe Kenya Ruml Rmds Authority lus tlrr mandnte.

(iii) forty percent @O%) of ke monies from tlu Fund is allocated in respect of the national
ruds to be ailministered by tlu National Highways Authority;

(iv) fifteen percent (15%) of the nonies lrom tlu Fund is allxated in resryct of tlu Ufian
Rmds Autlnity;

(a) one ryrunt (1%) of tlu moniesfrom thc Fund isallocaled in resycct of roads in nationol
parks and rcsnns to be tdministercd by tlr,r Kenyawihrife Setoice, and

(h)
(c)
(d)
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FINANCIAL STATEMENTS FOR THE YEAR ENDED 3O1II JUNE 2O1It

(ui) n maxinumt of hoo percent (2%) o.f the nronies fronr tlrc Fund is nllocntetl in respect o.f
rcatrrant upendihtre of the Bonnl under section 3l(S),

@ ensure tlnt tlw renninder of tlrc ntonies from the Funtl (10%) describcd in pnrngrnlth (tt)
shnll tv allocated nnnually by tlrc Board utith the approunl of tlrc Minister ttt rond
inaestntent progrannne deriucd lrom tlrc fae-year rond inuestment progrnnnne nptproued
by tlrc Minister responsible for roads aml the Minister for Finance.

(f) ensure tlnt n nratintum of ten perent (10%) o_f nll nrcnies nllocnted to cach rontl ngenry
is utilized for deoelopment pur?oses W the said agenq

@l ntonitor nnd eualuate, tn1 nrcnns o.f lechnical, finnncial nild pgrllrnlnncc mulits, the
deliuery of goods, works ond seruices Iruuled by tlrc hmd;

0t in inrylenrcnting paragraph (il, pny due regnrd lo ytttblic procrfienftnt ond disytosal
regukttitttrs aud additiotral guidelines issued or nltproued tnt the Ministcr;

O reconmrcnd t<t thc Mitrister nppropriak lntels ttf rond uxr clnrges, fines, pennlties, lntics
or any auns required to bc collected uruler tlrc Rond Mointenance Ltutl htnd Act, 1993
and pnid into tlw Fund;

(j) reconnnend to tlu Minister suclt penodic reuisuts of tlrc Fuel lsuy as nre necessnry.for tlu
purlloses of the Fund, nnd

@ identify, quantifu and reconnnend to the Mmislcr suclt otlur potential s(urrces of reucnue

ns moy tre runilnhle to the kmd .for tlrc davlopnunt, rehnbilitntiott ttni ntnintennncc of
ronds.'

c) Key Management:

The entitv's day-to-day management is under the following key organs:
- Board of Directors
- Accounting officer/ Executive Director
- Management

d) Fiduciary Management:

The key management personnel who held office cluring the financial year ended 30Lh

June 2018 and who had direct fiduciary responsibility were:

1. Executive Director - Eng. JacobZ. Ruwa, OCW
2. General Manager, Finance - CPA Rashid K. Mohamed, MBS

3. General Manager, TechnicalCompliance - Eng. David O. Orwenyo
4. General Manager, Planning and Programming - Eng. Hudson W. Kihumba (Rqtrrc,l:

3r" May $lEf
5. General Manager, tegal and Corporate Affairs - Ms. Lucy K. Gathika
6. Senior Manager, Human Resources and Administration - Mr. Hamoud M'

Mguza

e) Fiduciary Oversight Arrangements:

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

Audit and Risk Management Committce of the Board
Finance Committee of the Board
TechnicalCommittee of the Board
Fluman Resourccs and Management Committee of the Board
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KENYA ROADS BOARD
FINANCLAL STATEMENTS FOR THE YEAR ENDED 30m IUNE 2018

f) FlnanclalStatemente:

The Financial Staemenb hercin reprcsent the utilization of two perrmt (2%) of ttr
monies from the Kenya Roads Board Fund which ic allocaH in reepect of tlre recument
expenditure of the Board.

Section 35(1) of the KRB Act cHpulaEo trlt "Thae shaV b paid out of tlu Fund ary
expenditure inarteilby the Burdin llaenrcix of itspotursor tluperfornune ofitefunctions
under lhis Act"

The Financial StaEurerrtg of the l(enya Roads Board Fund have been preeerred
eeparaEly as requircd by S*don 25 of Chapcr 5, Public Finanae Management Act of
2012 which deale wtth admlnlrtsaUon of Spectal Funds.

g) Rcglrtered Off,CHeedquuter:

Kenya Re-Towers, 3rd Floor
OffRagati Road, Upper Hill
P.O. Box 737lt- 00200, City Squarc
NAIROBI, KEtiYA

h) Contacts:

Tel. No.: 49E0000, 2722t65 16

Fax No. : 254420-27231 6l
Website: www.krb.go.kc
E-mai I address: info@krb. go.kc

l) Prtncipal Bankerr:

Citibank N.A
Citibank House, Uppcr Hill
P.O Box 3071l-00100, GPIO
NAIROBI. KENYA

i) lndependent Auditors:

Auditor General
Office of the Auditor Gcneral
Anniversary Towers, Univenity tilay
P.O. Box 30084, GFO 00100
Nairobi, Kenya

k) Principal lxgd Advfucr:

The Attorncy Ganeral
Statc Law Officc
Hanmbce Avenuc
P.O. Box 40112, City Square 00200
Nairobi, Kcnya
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KENYA ROADS BOARD
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTII JUNE 2018

TIIB BOARD OF DIRECTORIi

The Board draws ltPr$entatives from public and privab stakeholders as set out in
Seclon 7 of the Kenya Roadg Board Act,7999. Board members ilr.$t ZOTZ/2018 include
the followingr

Eng. facob Ruwa, OGW Kenya Roads Board

Ms. Rita Kavaehe (Chairperson)
Appointed: 6tt lune, Z)18

tvtr.;utiuJ Korir

Automobile Association of Kenya

I

t.
I

PS, State Department of Infrastructure - Ministsy of
Transport, lnfrastructurc, Housing Urhan Devdopment and
Public Works

I,|5, The National TreasuryDr. IGmau Thugge CBS

I Mr. Nelson Marwa, EBS

Mr. Micah Powon
I5, Ministry of Devolution & the ASAISI

I

-]-
Ms. Betty Maina, MBS

Prof. Arch. Paul Maring+

t€, Ministry of East Afrlcan Community and Regional

Pg-r_"19p!L9r'! --
ns;State EEpi{ment of Tra;port - Ministry ;f T;ansport, ---l
Infrastruchrre, Housing Urban Development and Public i

WorksI

I

I

Eng. )ohn Nyaguti Institution of Engineers of Kenya

Mr. Wilson Ndirangu Kamau I tnstihrte of Sunreyors of lGnya

CPA Charles Tirok InstituE of Certified Public AccountanE of Kenya

Ms. MonikaSolanki Kenya Association of Tour Operators

Mr. Michael t<arania Kenya Association of Manufachlers

Mrs. Mary W. Wambugu I-eague of Kmya Women Vobrs

Mr. Nemwel Motanya

Mr. Ontweka Onderi Nafteli

Mr.Jame Mwanzia

M;Ea;;rd M. ffi;su
Mr. Alfred M. Kitolo

S,tate Department of Traruport - Ministry of Transport,
Infrastsucture, Housing Urban Dwelopment and Public
Works
The National Treasury

State Departnent for Devolution - Ministry of Devolution &

East African Community irn?tiigional
I Developmmt

I State Deparhent of Traruport - Ministry of Transport,
Infrastructure, Housing, Urban Derrelopment and [hblic
Works

Mr. Paul King'ori
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KENYA ROADS BOARD
FINANCTALSTATEMENTS FOR THE YEAR ENDED 301}I IUNE 2018

CHNRPERSON'S STATEMENT

On behalf of the Members of the Board, it is my pleasure to present thc Amual Rcport and
Financial Statements for Kenya Roads Board Operations for the year ended 30t'June 2018.

General Economic Environment

Economic growth decelerated to a iyear low of an estimated 4.8 percent in2O'17 from 5.8
percent in 2016. Poor rains, slowdown in credit growth to the private sector and election-
induced uncertainty weighed down on economic activity in2017. This is according to the
World Bank's Kenya Economic Update released in April2018.

GDP growth is projected to recover to 5.5 percent in 201tt, and steadily rise to 6.1 percent
by 2020 when output gaps in the economy would have closed. On the upside, the rebound
in economic activity is predicated on favorable rains which should be supportive of the
ongoing recovery in the agriculture sector, the dissipation of political tension and the
strengthening of the global economy.

However, partially mitigating the lift from tfie upside drivers are the rise in oil prices;
down-sizing of the fiscal stimulus from earlier yearc; and the still weak credit growth in the
private sector. Regarding the latter, the baselinc assumes that the ongoing discourse to
repeal the interest rate cap will be successful in 2018, thereby supporting a robust recovery
in private sector credit growth in 2019 and beyond.

National Agenda

The Country is now gearing up to implement the Third Mid-Term Plan (MTP III). Thc
Sectoral Plans are ready and the M'fP III is set be rolled out at the beginningot 2018/19
financial year. During this period, the country will also be implementing stratcgies that u'ill
help it realize the Sustainable Development Goals and the aspiration of Africa Agenda 2063.

Specifically, the Government has outlined four big priority areas (Big 4 Agenda) for the

next five years. These are agricultural and food security, affordable housing, increased
share of manufacturing, and universal health coverage. The attainment o[ these goals
should help advance the Vision 2030 agenda - helping Kenya to move forward towards a

middle-income economy with a high standard of living.

Strategy

The Board has continuecl to implement its five-year Strategic Plan.'fhe Board formulated a

Business Plan for W 2017/'18 which was extracted from the five ye'ar strategic plan.'l'he
deliverables that were set out in the business plan and performance contract for F'Y 2017 / 18

n'ere achieved.

Specifically, the Kenya Roads Board Fund collections exceedcd the estimates, the APITP
rvas approved and implemented during the year, the Board carried out monitoring and
evaluation of utilization of the KRB Fund, and the inErnal capacity was strengthened to
ensure effective delivery of the Board's mandates,

9



KENYA ROADS BOARD
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3,0rH IUNE 2018

Corporete Governance

Strong Corporate Govemance is inEgral to th€ Board's lorg-Erm succeEs and is essential
in delivering the KRB's BtraEgy. The StaCment of CorporaE C'ovemane, included in this
rePort, details the meagures ftat the Board has undertal€n to ensurc a nrbust corporate
governancE env ironnrent

Future Outlook

Kenya Roada Board shsll also work clocely with other aecbre b improve the aocial and
economic well-being of lGnyans. Acceosibility acrooo the country shall improrre
connectivity, efficiency, 8afuy of road bancport and regional inEgration. Thec€ among
otlrers will momentarily lead to the realization of governmeflt development agmda.

Kenya Roads Board shall provide world claec sefficec in Road Fund management b make
Kenya globally competitive and a proeperoug na6on.

Acknowledgement

On behaU of KRB directors and staff, I expresc my ainere gra6tude b the Govemment of
tGnya, Ministry of Traruport Infrastsuctrre, Houcing UrbanDevelopmentand Rrbtic Worla,
Road Agencie, taxpayem and ottrer stik€holderB for thelr continued support. Thig hac
gone a long way towards building a aolid insHtufion 0rat ic responrive b its mandaEs and
stakeholderg' expecta6urs.

I also wieh to thank my fellow direcmra for dedicating oreir time and effort b sEer the
Board. Their advice and guidance har played a key role in the attainment of the imprcsive
results. Our management and staff have rircn b the challenges with a great deal of
resourcefulneas, diligence, rerilience and detsrmination. We are proud of the Eam and
greatly appreciaE their ability and commitm€nt torrardg achieving the Board'e vision,
mission and obiectivee.

I look forward to a promising financial yeat2078/19. fu Bless you all

?ot8
DATE

CHAI
Me.
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KENYA ROADS BOARD
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 2O1S

REPORT OFTIIE EXECUTTVE DIRECTOR

Overview

Kenya Roads Board has continued to carry out its mandate of effectively and efficiently
managing the Kenya Roads Board Fund. We are happy to note that the Board has achievetl
its ambitious performance targeb set in the annual business plan for FY 201.7/2018.

Funding Requirements in the Road Sub-Sector

The general condition of the main trunk and urban road netn'orks have improved since
Road Maintenance [:vy Fund was established, but a lot still needs to be done to bring most
of the network to good condition. According to the Road Sector Investment Programme l,
Rstr'l (2010 - 2014), it was estimated that about Kshs. 70 billion was required for the annual
maintenance of the entire road network. This did not however include the backlog
maintenance.

Following the increase of the fuel levy rate from Kshs. 12 to Kshs. 18 per litre of fuel in fune
2016, the annual fuel levy collections have increased by approximately 30%. The profected
annual collection for FY 2018/2079, excluding Road Annuity Fund is Kshs. 57 billion. This
collection is however still inadequate for road maintenance given that backlog maintenance
has not been addressed fully,

In order therefore to generate additional funds for maintenance, the Government through
KRB is considering altemative road maintenance financing mechanisms such as

incorporating long-term infrastructure bonds and public private partnerships, intrrxlucing
levies on motor vehicle insurance and annual licenses, and other road user charges.

Further, KRB is currently undertaking a detailed review of road construction materials with
the view of recommending cost-effective materials for road development and maintenance.
Other potential savings are expected to be realized from revised road construction
specifications.

General Condition of Roads

According to the latest data from the Road Invcntory and Condition Survey (RICS) o( 2OO9

and that of 2077, the road network in Kenya is generally in good and fair condition.

'fhe road network condition has improved from 14% (tair) in 2009 lo 57% (good/fair) in
201,7. The improvement in general road condition over the years is attributablc to the
increase in RMLF allocaEd to the Road Agencies and the surveillance carried out by KRB
on the use of the RMLF.

Road Reclassification

A nen' road classification system based on road function and covering the entire road
network was adoptied and gazetted in fanuary 2016. The new road classification broadly
defined National 'l'runk Roads and County Roads. This inventory covers roads with
way-leaves greater than 9.0 m and u'as based on road inventory and condition
survey carried out between the year 2007 and 2009.

lt



KEIVYA ROADS BOARD
FINANCLAL STA]EMENTS FOR THE YEAR ENDED 30rH IUNE 2018

The road network was inventoried at 761A57,fi kilometrec long compricing of 39,995.10
kilometree of National roads and lnAft.N kllomeuea of County roads - as shown ln th€
table below;

i A_ __-
B

c
Ls-gu${ Natlonel Roadc

D
E .70

F

Subtotal

1

Sum-total L_ 161151s0 Enthe Neturork

Roade Inventory and Condltlon Survey (RICS) for thc nerror roads

Kenya Roads Board obtained fundo from the World Banl through the Kenya Trancport
Secbr Support Projett (KTSS$ and is underaking a Roads lnventory and Condition
Survey (RICS) for the nerrow roadt.

Thie study commenced in August 2016 and ls eubtmtielly complee. Key outputs from ttle
Coruulancy include:

i. A total of approximatsly Zr0,in0 km of roadc have been invenbried.
ii. The road condidons for the pavd and unpaved road network have been

establiEhed.
iii. The percentage of nual populaHon living within 2km of good and fair roads has

been deErmined.

The Annurl Rrbllc Roadc hogrunnre (APRP,

Ae per the Kenya Roada Board Act No. 7 oJ7999,lRB har a mandaE to overree the road
network in Kenya and coordinaE the mainurance, rehabilitation and developmentfunded
by RMLF and to advise the Minicbr on all matbrs relaEd thereb.

Sec6on 79 @l of the KRB Act requires I(RB to rrview, individually, the Annud Road Wor}.e
Programmee (ARWPo) cubmltH by Road Agencies and consolidaE theee ARWPo inb an
Annual Public Roadc Programme (APRP). During the year, the Board allocaEd and
released funde in actordance wtth the Annual Publtc Roads Programme (APRP).

The APRP Ft 2077 / ml8 wac fully funded and the APRP FY Zn S / 2919 has been compiled.
The APRP funding reportr for FY 2U7/Z078 have been published and publiclzed.

ln addition to funding the APRP, Technical, Perfomrance and Financial audic for FY
2Ul6/2U17 and half year FY ?fr17/2glE have been conducbd. The terms of re{er€nce for

l2
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KENYA ROADS BOARD
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTIIJUNE 2018

audib have been reviewed to include value for money audits and staff sensitized on value
for money audib and expressions of interest received.

'l'he procurement of the next series of 'Iechnical, Performance and Financial Audits is
ongoing.

Axle Load Control

The establishment of axle load limits is an important aspect in the management of the road
network. The Board is dedicated to ensure compliance with axle load limits.

I)uring the year under review, the Board conducted monitoring of axle load control and
submitEd the reports to 15 State Department of Infrastructure.

Roads 2m0 (R2000) Strategy

The R2000 strahgy was developed based on previous labour-based programmes such as

the Rural Roads Access Programme (RARP) in the mid 1970's and Minor Roads Programme
(MRP) of the 1980 - 1990. The Roads 2000 strategy was established in 1994 with the aim of
implementing a new approach to rapidly bring roads to a maintainable standard and plac'e
them under effective mainEnance with the optimum use of lcral resources. 'fhe
development of the Sessional Paper of 2fi)5 on the Development and Management of the
Roads SubSector for Sustainable Economic Growth saw the integration of the R2000

programme in both the lst and the 2nd Medium Term Plans as a key government

Programmes.

The l st five year R2000 Strabgic plan (2005-201 0) was developed in 2004. The interventions
of this strategic plan improved7392 kilometers of rural roads to gravel standards at a cost
of Kshs. 5.8 billion, generated 4.7 million person days of employment and trained 5,600
lab,our based conEactors. More than Kshs. 1.0 billion was iniected to the rural economy
w.ith minimum250,6 of beneficiaries being women.

The 2nd five year R2000 Strategic plan (2013-2017) built on the successcs of the 1st strategic
plan. The achievements of the 2nd shategic plan included improvement of over 79,775

kilometers of rural roads to gravel standards at a cost of over Kshs. 15.58 billion; over 6.76

million person days of employment generated; research on alternative surfacing methods;
and creation of opportuniEes for emerging small scale contractors/entrepreneurs.

Despite the longevity of the R2000 programme, the strategy shll faces a number of
challenges revolving around Echnical and administrative procedures, weak
implementation framework, lack of competentdelivery partners such as small and medium
enterprises, suppliers, artisans, contractors and skilled personnel in a locality and
preference to machine over labour-based construction methods.

It is against this background that KRB has engaged a consultancy firm to develop a R2000
Policy aimed at addressing thee challenges. Part of the objectives of this consultancy is to
develop Terms of Reference for the preparation of the 3rd R2000 Strategic Plan which will
cover the next $year implementation period of 2018 1o2022.
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Performa nce Contractlng

Kenya Roads Board signed the FY 2077/2018 performance contract with the C'ovemment
of Kenya through the MinisFy of TransporL lnfrasbuchrre, Housing Urban flevelopment
& Public Works.

The Key Performance Indicatore outlined in the Performance Contract include financial &
sEwardship, service delivery, operational and qualitative indicators derived from the
Medium Term Expenditure Framework, Vision 2030 and Sector Perfoturance standarde.

Human Capital

At Kenya Roads Board, we believe that human captal is a key pillar to the successful
execudon of the Board'e Sraeglc Plan. The input of members of gtaff is dre moet critical
element guaranteeing the attairunent of targets set in the Perforurance Contracts.

The Board's members of staff have received high quality training both locally and overseas
through an elaboraE training plan for all staff. There exists a performance management
eyeEm that sete key performance benchmarks which when attained result in achievement
of the Board's goals and reward of staff.

ISO CerHflcation

The Board has been ISO 9@1:2008 - Quality Manageurent SysEm (QMS) certified. The
Board was certified inlune 2010, and rc-certified in Auguct2013 and f une 2015 respectively.

The Board and Staff of KRB endeavor to maintain and continuously improve the
effectiveness of ita quallty management sysEmr that meet the stakeholderc' expectations
in accordance with tSO 9001:2015 requircmentc.

Following the revision of the ISO Standard from 9001:20G b 900I:2015, the Board is in the
pr(xess of seeking certification under the new Standard. This process ie expecEd to be
compleEd in the ln quarEr of Financial Year ?.078/2079.

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 obFctivee could
not have been achieved. t would alco wish b sEnd our gratitude to the Govemment of
Kenya, the Ministry of Transport, Infrastructure, Houring and Urban Development & fublic
Works, the National Treasury and Road Agencies for their ceoperation and support.

Finally, I would Iike to thank all taxpayers and stakeholderg, and assure them of our strong
deliver outstanding value to lGnyaru aa a whole.

z. Rt wA, ocw
DIRECTOR
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KENYA ROADS BOARD
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OIH JUNE 2OT8

1. Introduction

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

This enables effective and efficient decision making and gives a structural 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 corporatc govemance are
contained in the Mwongozo Code of Conduct & Ethics.

2. TheBoard

Board Size and ComposiHon

The size, composition and appointsnenb of the Members of the Board are prescribed in the
Kenya Roads Board Act. Kenya Roads Board comprises of thirteen (13) independent non-
executives board of directors of which eight (8) are from the private sector institutions and
five (5) members representing the public aector. Each private member serves for a

maximum of trryo terms of three (3) years each.

The Chairman of the Board is appointed by the President from among the eight memberc
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 levelof deputy secreDary from the ministries responsible for matErs relating to
roads, 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. orl gender, the Board has tfuee (3) women out of
eight (8) members from the private sector,

The Executive Director's position is filled through public advertisement. The Executive
Director is appoinEd by the Board in consultation with thc Minister,

The Executive Director 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 Rolee & Reeponsibillties

The roles and responsibilities of the Chairman of the Board, the Executive Director and non-
executive directors' 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 appoinknent.

The Chairman provides overall leadership to the Board without limiting the principles of
collective rcsponsibility for Board's decisioru. I'he Chairman builds an effectjve board and
sets the board agenda in consultation with the Secretary/Executive Director and ensures
effective communication to stakeholders.

'l.he Executive Director is responsible to the Board and takes the overall responsibility for
the management of the Kenya Roads Board Fund and takes responsibility for effective and
efficient day to day running of the affairs of the Board. The Executive Director recommends
the shategy to the Board and implements it and makes operational decisions. Noting that
the position also doubles as the secretary to the Board, the Executive Drector ensures
appropriate and timely information flows within the Board, its commitEes and
management.

The non-executive directors are independent of management, they appoint the Executive
Director ancl establish a framework for the delegation of authority and ensure succession
planning for thc executive director 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

'I'he Board's responsibility is to promote the long term success of the Board. The Board
provides leadership and concentrates its efforts on the straEgic and governance issues. The
Kenya Roads Board Act, the Board Charter and the Mwongozo Code of Ethics defines the
governance paramelers within which the Board exists and operates, the specific
responsibilities to be discharged and powers of the Board, its committees and directors
collectively, as wc"ll ag 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 inEntand obiectives,
and its values which should be clear, concise and achievable;

b) Strategy formulation and ensuring there are appropriab policies, systems and structures
to effectively and successfully implement the straEgies;

c) I'rovide leadership within a framework of prudent and effective structures which enable
risks to be assessed;

d) Identify the opportunities as well as the principle risks in its operating environment
including the preparation of the risk policy plans/risk management 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 adequacy and inEgrity of the inEmal controls, acquisition
and divestures, management information systems inctuding compliance with applicable
Iaws and regulations;

f) ln stewardship and in discharging ib obligations, the Board assumes responsibility in the
following aneas:

Retaining full and effectiae control wer KRB, and monitonng nmrngenrcnt in
inrylementing Board plnns nnd strategies;

Ensuring etlical behavior and conrylinnce with relwnnt laus antl ragulntions, audit nnd
accounting prinapbs, ond KRB's outn gweraing docunrcnts and Code of Ethics; nntt

Defning larls of nmteriality, rexnsing specifc powers to tlw Bmrd and delegating other
mattets with lhe necessry written authority to nnnagenrcnt nrul instituting effectiue
mednnisnts tlrr,t ensure Bmrd responsihility for managentent perfornnnce of its functions;
among otlur mandntes tmd responsibilities ns stipulated in tlrc Kentln Roatls Board Acl.

Meedngs Attended by Board Members

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

'Ihe Board delegates certain functions to well-structured commit0ees 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 Commithe CharEr/Terms of Reference, which outlines its responsibilities as mandaEd
by the Board and is reviewed on a yearly basis. The Committees are appropriatety
constituted drawing membership from amongst the board members with appropriah skills
and experience.

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

The commitEes 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 Commitbes are presented to the board by the respective chairman
during the next board meeting.

The Board CommitEes are Audit & Risk Management, Finance, Human Resources and
Management and Technical. The rcsponsibilities and attendance of meeUngs during the
year is as summarized below:-

Finance Committee

The Finance Committee assists the board in fuUilling 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:-

(a) 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 poEntial sources of Revenue
(d) Recommending periodic reviews of the fuel levy
(e) Recommending appropriate levels of road user charges
(0 Financial Reporting
(g) Compliance with Public Finance Management (PfU Act and other related

legislation
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(a)
(b)
(c)

(h) Review of funds udlizadon and abcorption

Audit & Risk ManrgencntConmittee

The Audit and Rick Management ConmitEe agsirb &e board in fulfilling itr overaight
reeponsibilities for tlre work's programming and monibring as well ar tre advisory role u
the MinisEr for Roads. The Audit and Rigk Management commitEe hac authority b
conduct or authorize invecdgaHoru inb any matbrs wtthin ite scope of recporuibility.

The commitee hae the following reeporncibilitiear

(i) Eneures exEmal audit recommendadonc ere fully addrecced; and
(ii) Ensuree that the quality of hemd audit ls of app,ropriats findard and that line

managementhac full regard b inEmal audit recommendafions.

In parUcular, the Audit and Riok Management CommitEe rhall be rceponeible for the
rcvkw of the following areae:-

Riek Management and Compliance
Inhmal Audit
ExErnalAudit

Human Resourcec end Menrgsnrcnt Corrnrittec

The Management Commitbe overseee shab$c planning gtaff matErs, perfornrane
contsacting and general management oversight.

Specifically the commitEe is reryonsible for the followingr

(a) SetHng the poUciec and straEglc direcHon of the organizatiou
(b) Review the Straegic Plan and the Bucine$ Plrn for approval by the Board;
(c) Monitoring the impleurentaHon of theStraE$c Plan;
(d) Evatua6on of the perforuranoe of the orgrnization, Executive Director, staff and
departnrenta;
(e) Negotiating the annuel perfornrance Contract betwen KRB and the Ministry of Roads;
(f) Reviewing of the organizadon ctructun of KRB;
(g) Reviewing KRB's staff Erura and condidonc of service;
(h) Reviewing the variour management policies aimed atenhancing cbff performance;

Technlcal Commlttee

The Technical commitEe oveneeE the optimal utilizatlon of the fund by Roadg Agenciec.

Specifically the commitEe ls recponcible for the follouringr

a) Coordinating the optimal utilization to achieve efficiency and coet effectrrcness in
road works;

b) Monitor and evaluaE by meane of Technical financial and perforurance audite the
delivery of road worlo;

c) CoordinaE/Monttor lmplementation of road mainbnance Protrammet;
d) Implementa6on of the Road Sector lnvestm€nt hogremme;
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e) Research and Development in Roads sub sector;

0 R2000SbaEgy;
g) Road Maintenance Management SysEm(RMMS); and
h) Advising the CabinetSecretary on Road maintenance policies.

3. Remuneration of the Board

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

Transportexpens€s are reimbursed on travel for Board business at the prevailing AA raes.
The members are also entitled to outpatient and inpatient medical cover and a personal
accident cover as applicable.

{. Directors Induction and Training

The Board developc induction and training programs designed to introduce new director:
to the operations of the Board and related governance 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 EffecHvenees and Evaluation

In order to assess and improve the capacity, functionality and effectiveness of the Board
and ib committees, an annual evaluation is undertaken in accordance with the widely
accepted principles of corporaE govemance.

The self+valuation reviews the capacity, functionality and effectiveness of ib performance
in the achievement of ib goals and objectives. It assesses the performance and
independence of the Board and committets jointly, individual members of the Board and
the Executive Director.

The Execu6ve Director is assessed in his roles as the CEO and the *rretary 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 resulb 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-appointment.

6. Conflict of Interest, 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 arm's
Iength and with integrity. The Board provides effective leadership bas€d on ethical
foundation and ensures all deliberations, decisions and actions are based on the Boarcls'
core values underpinning good govemance.
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The Board has developed a Code of Conduct and Ethice Manual whose aim is to enhane
relatioruhips and foatsring bamwork among board meurberr and staff and to build rerpecb
confidence and credibility with ib citizens. The Code prcvidea guidance to its members
regarding ethical and behavioral coruiderationr ac trey addrcos their dutieg and
obligations during their appolnErent and their Erm in lG'B,

The Board has put various measures in place to encufle that there ie no conflict of inerest
amongst ib directors and staff. The Board has put in plae Comrption PrevenHon and Code
of Conduct & Ethics Policies tut binds both the dircctorg and the employeec.

At the beginning of the financialya4 all direcbrs and employees signed a declaration of
inbreet form declaring trat they will didose any inbreat that conflicto or poecibly may
conllict with the intsreats of the Board. At 0!e commenoement of any business b be
transacH, all directora /eatt are required to declare their inEreat, if any.

All staff and directors declared their wealth ac required b the Public Senrice Commigsion.

During the year, the dircctors and employeea demonatraEd their commltsnent b the public
senrice through profeasionalicur, intsgrity, moral and ethical requirements, aonflict of
inErcat, and political neutrality through compliarrce witr relwant lawe ao evidmt from the
legal audit, inErnal audig and qErnal audit reporto pt€sertEd b dre Board.
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CORFORATE SOCIAT RESPOSIBILITY STATEMENT

Introduction

The Board works with ie staff and stakeholders to enrich pubtic/community life and
participab in charitable projects. The main activities carried out during the year were as
follows:-

Research and Development

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 CabinetSecretary on the impact of road development programmes there is need
for such advice to be continuously informed by research.

As a result, the Board support road related research in the application of emerging
technologies such as cobblestones and low volume seals roads (LVS).

A baseline survey on research undertaken in the road sector was recently undertaken, the
outcome of which was an in-depth analysis of the researches undertaken and an
identification of research g"pr in the road sub,sector.

KRB in collaboration with Material Testing & Research Departrnent (MTRD) and Africa
Community Access Partnership (AFCAP) supported the 2na lnErnational Conference on
'fransport and Road Research (iTRARR) in |une 2018 with the overall aim to enhance
coordination of transport related research efforts within the region.

Roads 2m0 (R1000) Strategy

The Roads 2000 strategy is a method of road development and management that
eruiures optimum utilization and development of locally available resources where
technically, economically feasible and in a socially responsive manner.

KRB coordinates the R2000 strategy in the country to promote the use of the lcral
resources and labour-based methods in road maintenance

The strategy aims to create short-term employment tfuough the rehabilitation of
rural access roads and other labour 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 stsategy has also facilitated the
training of several small to medium rale contractors on local resource'based
methods.

Standard Chartered Marathon

KRB staff and families participated in the 2017 Standard Chartered Marathon. The
Marathon is the flagship project for the Standard Chartered Banks' "Seeing is Believing"
community imitative that aims to raise funds for the needy in the community.
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To ensutt sustainability, the annual Sandard CharEred Marathon now formg an important
part of ttre Board'e calendar as the Board 'charec vislon' with needy and disadvantaged
Per8on8.

Protecti ng the Envlronarent

Environmental Conserva6on ig one of the enablers to Ore Social Ptllar in the country'a
economic blue print'Vision 260'. Road proiecB have the poEntial of damaging $re natural
nesourtoee upon which economiee are b8sed. Ihe mvironment is ttte reaoulce bare for
matsrials used in road construction. It a$imllace road corutnrction waEE, hencu affectlng
the lifeepan of roads.

To minimize the negative environnental impact, Bre Bo.rd requir$ Ote Road Agenciea b
factor in mitigation mealur€r tt $e planning *rge, during and afEr constnrcHon for all
rehabilltaHon and periodic mainEnance proirrU. Ttteae mearures include cpnbol of soil
ercion through construcffon of gabiont, tsee planfrng, covering and enhancing bonow pib
to provide waEr catchment arues for uce by lml recldents.
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REFORT OF THE DIRECTORS

The Directors have the pleasure of presenting their rcport together r,t.ith the audited
financial staEments for the year ended 30th June 2018 which show the stah of the Board's
affairs.

PRINCIPAL ACTIVMES

The Board is primarily engaged in management of the Kenya Roads Board Fund together
with other mandates specified in the Kenya Roads Board Act, 199.

RESULTS

The results for the year ended 30$ June 2018 are set out on page 29 to 33.

DIRECTORS

The Board of Directors who held office during the year is shown on pages 7.

In accordance with Section 7$l of the Kenya Iloads Board Act,7999'tlrc Choinnnn nnrl
ntenrbers of tlu Bmrd, otlvr tlnn ex-oficial memhers shnll hold ofict lor n period of three years.ftont
the dnte of nppointnrcnt but sholl be eligible for re*ppointment for one firtlur terru ttf o period ttot
exceeding three years.' The appointnent 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,
1D9.

FINANCIAL STATEMENTS

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

AUDITORS

The Auditor C,eneral is responsible for the statutory audit of the Board's books of account
in accordance with Sections 14 and 39 (i) of Chapter 12 of the l-aws of Kenya, Public Audit
Act,2015.

BY THE BOARD

%tg

SECRE-T
RUWA, OGW
TO THE BOARD

DA
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STATEMENT OF THE BOANDS N,ESFONSIEIUTIES

The Kenya Roade Board Act, 1999 requirec the Board to prepare financial gtaEmmts of
each financial year which give a true and fair view of the atab of affain of tlre Roads Board
as at the end of the financial year and of the Board'e operating reeults for that year. It also
requires the Board to eruurc tut UE Roeds Board keeF proFr accounting recordg which
dlrloae with reasonable accuracy at any time the financirl pooidon of tlu Board and m
ensute that the Financial StrEmenb comply with ttr enabling Act. ThEy are also
resporuible for safeguarding the aeaeb of the Roads Boad and Aking reasomble cEpe for
prevention and deEction of fraud and o0rcr iregularities.

The Board accepto responsibility for the financial staEmenb which have been prepared
uoing appropriaE accounting policies cupporEd by reaconable and prudent judgmenb
and estimaEs, in conformtty wlth InEmadonal Public Secbr Accounting Standarde and
the requirementa of the trGnya Roads Board Act The Board b of &e oplnion that the
financial ataEments give a tnre urd hir vkw of the strts of affain of the Roads Board and
of ib financial performane.Ihe Board furtlrcr accptr recponsibility for the maintsnane
of accounting recorde which may be relied upon ln fte preparation of *!e finaffial
staEments, as well ac decigning, imphmentingand maintaining inErnal cpntrols rclevant
to the preparation and hir prcaentrtion of tE fimncial ctatssrenta that are frree from
maErial misstaEments.

The Board is required to prepare the finarrial gtatsmenb on a goingconcem basiE unlesa it
ia deErmined that afEr the reporting period, the Board inEndg b liquidate or cease it
activities, or that it hag no realis6c alErnative but to do so.

Nothing has come b the atEn6on of the Board b indi.:aE 0rat lGnya Roadg Board will not
remain a going concem for at least the next twelve months from Bre daE of thic ctabmert.

Approvrl of thc Finelchl Strtcmcotr

Kenya Roadr Board's Financid StaEments were approved by Ote Boad on 4tt, SepEcrber
2018 and signed on ite behalf by:

Mg.

It)

It I q l-'G

6F.0\
CPA CHARLES TIROK
DIRECTOR
DArE: r t\qh$

EXECUTME
DATE: ]l 

11

RUWA" OGW
DIRECTOR

lnte
DATE:
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OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR GENERAL ON KENYA ROADS BOARD
(oPERATTONS) FOR THE YEAR ENDED 30 JUNE 2018

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Kenya Roads Board
(Operations) set out on pages 29 to 58 which comprise the statement of financial
position as at 30 June 2018, and the statement of financial performance, the statement
of cash flows, the statement of changes in net assets and the statement of comparison
of budget and actual amount for the year then ended and a summary of significant
accounting policies and other explanatory information in accordance with provisions
of Article 229 of the constitution of Kenya, Section 35 of the Public Audit Act, 2015.1
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, the financial position of Kenya
Roads Board (Operations) as at 30 June 2018, and of its financial performance and
its cash flows for the year then ended, in accordance with lntemational Public Sector
Accounting Standards (Accrual Basis) and comply with Kenya Roads Board Act, Cap
408 of Laws of Kenya.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Kenya Roads Board in accordance with
ISSAI 30 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 professionaljudgement, were of most
significance in the audit of the financial statements. I have determined that there are
no other Key Audit Matters to communicate in my report.

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 laMully and in an effective way.

Promoting Accountability in the Public Sector
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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 assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my conclusion.

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 1315 and ISSA! 1330. The
standard requires that I plan and perform the audit to obtain assurance about whether
effective processes and systems of intemal control, risk management and govemance
were operating effectively, in al! 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 Those Charged with Governance

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 such intema! 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.

ln preparing the financial statements, management is responsible for assessing the
Board's ability to continue sustaining services, disclosing as applicable, matters
related to sustainability of services and using the going concem basis of accounting
unless the management either intends to cease operations of the Board, or have no
realistic altemative but to do so.

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

Those charged with govemance are responsible for overseeing the Board's financial
reporting process.

Auditor General's Responsibilities for the Audit of the Financial Statements

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

Report of the Auditor-Cenernl on tlv Financinl Stntements o.f Kenyn Ronds Bonrd (Operatiotrs) .for the yenr ended 30 lune 20'18
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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
lSSAls 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 audit of
compliance, I consider internal control in order to give an assurance on the
effectiveness of internal controls, risk management and 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 lSSAls, I 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.

o

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

3
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I

Conclude on the appropriateness of the management's use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the ability to continue as a going concern or 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. tMy conclusions are based on the audit
evidence obtained up to the date of my audit report. However, future events or
conditions may cause the Board to cease to continue as a going concern or 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.

a

a

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Board 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.

FCPA Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

06 May 2019
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STATEMENT OF COMPARISON ON BUDGET AND ACTUAL AMOUNTS

COL 1.

ANNUAL

FORECAST

COL 2

ACTUAL
COL 2 COL 4

VARIANCE: 06 OF

YEAR
ACTUAL

TO
ACTUAL

TO

INCOME Notes

w 17fl8 Fy r7A8 ANNUAL ANNUAL
FORECAST(KSHS'000) (KSHS'000) FORECAST

Fuel Fund

Interest Earned a

1.,269,472 1,269,472 0 100y,

490Yo7,500 36,7L5 29,215

Sale of Tenders b 60 9 (s1) 15%

Gain on disposal c 500 6 (494\ 'LYo

TOTAL INCOME 1.,277,532 1,306,202 28,670 \02vo

EXPENDITURE

Directors Costs 93%60,1.05 55,719 4,386

Staff Costs

Costs

30'1,,700 258,407 43,293 86%

581.,827 388,589 193,239 677o

Audit Fees

Field Acti Costs

C.S.R.

2,900 2,900 0

72,585 i 2,415

100%

97Yo

70Yo

75,000

21,000 1,4,705 6,295

TOTAL EXPENSES 1,042,532 792,906 249,625 76"/o

Depreciation 0 26,776 0 N/A

Operations Surplus/(deficit) 486,521

Budget Notes:

a) Interest income amounted to Kshs. 36.71 million (F\ 201.6/17: Kshs. 26.53 million), which exceeds the annual
forecast of Kshs. 7.50 million. This is mainly on account of higher cash held by the Board for its Operations.

b) Income on sale of tenders amounted to Kshs.9,000 (FY 201.6/17: Kshs.31,000), compared with an annual
forecast of Kshs. 60,000. Prices of tenders have gone down from Kshs. 5,000 per tender to Kshs. 1,000 per
tender, while some tender documents, for instance those that were downloaded from the KRB website, were
issued to prospective bidders at no charge.

c) Gains on disposal of fully depreciated assets amounted to Kshs. 5,900 (FY 2016/17: Kshs. 4.74 million
compared with an annual forecast of Kshs. 0.50 million. While some of the equipment was disposed to the
highest quoted bidders, the bulk of the equipment & fumiture items were transferred at no charge to the
Kenya Institute of Highways and Building Technology (KIHBT).

.,J



KENYA ROADS BOARD
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 2018

NOTES TO THE FINANCIAL STATEMENTS

1.0 GENERALINFORMATION

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 l,egal 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 "The object and purpose for which the Board
is established is to ooersee the road network in Kenya and coordinate the maintenance, rehabilitation
and deaelopment funded by the fund and to aduise the Minister responsible for matters pertaining to
roads on all matters related thereto."

2.0 STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The entity's financial statements have been prepared in accordance with and comply with
International Public Sector Accounting Standards (IIISAS). The financial statemenb 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 have been prepared on the basis of historical cost, unless stated
otherwise. The cash flow statement is prepared using the indirect method. The financial
statements are prepared on accrual basis.
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3.0

NOTES TO THE FINANCIAL STATEMENTS (Contlnued)

ADOPTION OF NEW AND REVISED STANDARDS

Relevant new standards and amendments to publlshed standarde effective for
the year ended 30 fune 201E

Standard Impact

IPSAS 33: First
time adoption of
Accrual Basis

II5AS

(Effective for annual periods beginning on or lanuary l,Ztrl7l
In January 2015, the IISASB published IISAS 33, First-time
Adoption of Accrual Basis IISASs. IPSAS 33 granb transitional
exemptions to entities adopting accrual basis lISASs for the first
time, providing a major tool to help entities along their pumey to
implement IfSASs. It allows first-time adopters three years to
recognize specified asseb and liabilities. This provision allows
su(ficient time to develop reliable models for recognizing and
measuring asseE and liabilities during the transition period.

Tlu entity adopted IPSAS in tlu year ended 30 lune 2072 and tlrcreforc

prooisions of frst tinte adoptiotr of acounl hasis drrs not npply to the

entity.

IPSAS 34: SeparaE

Financial

Statements

(Effecive for annual periods beginning on or January 1,20771
In |anuary 2015, the II5ASB published IPSAS 34, Separate Financial

StaEments. IIEAS 34 prescribes the accounting and dirlosure
reguiremenE for investsnenb in controlled entities, joint ventures
and associaEs when an entity prepares separate financial
staEmenb.

Tlu entity des not haue nny subsidiaries, joinl uentures or inueshucttts

and therefore tlu stondnrd des not npply.

IPSAS 35:

ConsolidaEd
Financial

Statements

Effective for annual periode beginning on or fanuary \2fil7l
ln January 2015, the trSASB published IISAS 35, Consolidated
Financial Statsments. IISAS 35 establishes principles for thc
preparation and disclosure of consolidaEd financial statemenb
when an entity contsols one or more entities. It requires an enti$
that controls one or more other entities to asseso control over those

entities bas€d on the following:
- Its F,ower over the other entity
- Its exposure or righb to variable benefits from involvement

with the other entity
- IB ability to control the nature, timing and amount of

benefits from the other entity.
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Standard

IPSAS 36;

Investments in

Associates and

Joint Vcnturcs

Impact

Once control is assessed the controlling entity is supposed to

prepare consolidated financial shtements unless it meets all the
criteria under section 5 of IISAS 35.

'I'he enti$ drcs not lnue nny subsidiaries, joint aentures rtr inaestments

nnd llrcrelorc tlrc slnndnrd dus not opply.

(Effective for annual periods beginning on or January 1,2017)
In January 2015, the ffSASB published ffSAS 35, Investments in
AssociaEs and Joint Ventures. The Standard prescribes for the

accounting for invesErents in associates and jnint ventures and to
set out raluirements for the application of the equity method when
accounting for investnenb in associates and joint ventures. the
standard shall be applied by all entities with significant influence
over, or joint control of, an investse where the investment leads to

the holding of a quantifiable ownership inErest.

The entihl does not lnue any subsidinries, joint amtures or inrxshuents

and tlrcrefore the stnndard does not npply.

IPSAS 37: Joint
Arrangc'mc'nts

(Effectlve for annual periods beginning on or ,anuary 1,2fi17)
In )anuary 2015, the II|SASB published I[SAS 37, foint
Arrangements. II'ISAS 37 estabtishes principles for financial

reporting by entities that have an interest in arrangements that are

controlled jointly.

The entihl dtws nttt ltmte an interest in a joint arrnngenrcnl and tlwrcfore

tlrc stnndmd does not npply.

TPSAS i}E:

Disclosure of
Interests in Other
F.ntities

(Effective for annual periods beginning on or January \2fil7l
ln January 2015, the IPSASB published II5AS 38, Dirlosure of
Interests in Other Entities. IfSAS 38 requires an entity to disclose

information that enables users of its financial statements to
evaluate the nature of and risks associated with, its interests in

controlled entities, joint arrangements and associaEs, and

structured entities thatare notconsolidated; and the effects of those

interests on its financial poeition, financial pcrformance and cash

flows.

The entity does nol lnae nn interests in other entities and tlwrefore llu
standard does not apply.
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NOTES TO THE FINAI{CIAL STATEMENTS (Condnued)

ii. New and amended standards and interpretations in issue but not yet effective in
the year ended 30 lune 2016

Early adopion of standardg

The entity did not early - adopt any new or amended standards in ycar 2017 /201,8.

SUMMARY OF SIGNIHCANT ACCOUNTING POLICIES

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

(a) Presentation of Financial Statemcats

The financial staEments 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 nobs to the financial statiements.

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

The disclosure on risks are presented in the financial risk management obiectives
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 1r July 2010, Kenya Roads Board adopted the IISAS 1 on Presentation of
Financial Statements. In previous years the financial statements were prepared in

nl

4.0

Standard Effective date and impact:
IPSAS 39: Employee

Benefic
Applicable: 1{ January 2018

The objective to issue ffSAS 39 was to creatre convergence to
changes in IAS 19 Employee benefis. The IISASB needed to
create convergence of IISAS 25 to the amendments done to IAS
19. The main objective is to ensure accurate information relating
to pension liabilities arising from the defined benefit scheme by

doing away with the corridor approach.

IPSAS tl0: Public
Sector Combinations

Appllcable: l't ranuary 2019:

The standard covers public sector combinations arising from
exchange transactions in which case they are beated similarly
with IFRS 3(applicable to acquisitions only) Business

combinations and combinations arising from non-exchange

transactions which are covered purely under Public Sector

combinations as amalgama tions.

37



KEI{YA ROADS BOARD
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH IUNE 2M8

NOTES TO THE RNANCIAL STATEMENT9 (Corililnucd)

accordance with ttre InEmational Financial Repo*ing Standardg [fRSs). Ilre
change was neceeeitaEd by the reporting standards on public entities which are
not Government Busineso Entities (GBE) ag defined and required by IPSAS 1-
'Prc*ntation of Financial Statcmcnts' which stlEs that the ecope of application ie
for'all public xctor entities othn frun Gowrnment Business Enhrprixd .

The requirement by the Audibr C,eneral to prcrent eeparab financial staEmenb
for the Kenya Roade Board Operafionc and the trGnya Roads Board Fund has led
to reclassification of assete and liabilities including prior year to each set of
financial staEmentB.

@ Budgalnfonretlon

lnErnational Public Secbr Reporting Strndards allow for nondisclosure wherc
(a) an entity is not required to dirclooe ib budget inforrration publicly and (b) the
entity has eleccd not b prerent ita approved btrdget publicly.

It is observed that the Approved KRB OperaHons Budget amounts for tre year
have not been exceed,

(c) Fancttonal Cwranclcs

(i) Functioul end Prcrcftedon Curency

The financial staEmenb are precenEd in fte functional curency, I(enya
Shillings (IGhs.), which ts the Board'e preeentational curency.The financial
information ie rounded to the nearcst thouoands (IGhc. '000) except when
otherwise indicaEd.

(ti) TranracdonrandBalares

a) Trancladon of Forcign Currenciee

Transactions in forcign currencies during the year are converbd inb thc
functional currency ucing the prevailingexchange raEa ruling atthe datss
of the traneacdons. Asseta and liabtlities denominaEd in foreign
currerrcies have been tranclaed at tlre mean rates of exdrange ruling at the
end of ttre reporting Frid.

The foreign currcncy exchange gains and loesec resulting from the
settlement of euch transactiona and ftom tlre tsanslation at year end
exchange raba of morrtary asrctB and lilbilities denominahd in foreign
currencies are recognized tfuough the staEmmt of financial perforurance
in the year in which they ariee.

b) Trancladon of Foretgn Operatone

The Board doea not have any foleign operatons.
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NOTES TO THE FINAI{CIAI STATEM ENTS (Conti nued)

(d) ReoenuRecognition

(i) Raenue from non-exchange bansactions

Leoies and Fees

The entity recognizes revenues from levies and fees when the event occurs and
the asset recognition crihria are met. To the extent that there is a related condition
attached that would give rise to a liability to repay the amounL deferred income
is recognized instead of revenue. other non-exchange revenues are recognized
when it is probable that the future economic benefib or service potential
associaEd with the asset will flow to the entity and the fair value of the asset can
be measured reliably.

Transfers from othu govonnrcnt entities
Revenues from non-exchange transactions with other government entities are
measurcd at fair value and recognized on obtaining control of the asset (cash,
goods, services and property) if the transfer is free from conditions and it is
probable that the economic benefib or servic€ potential related to the asset witl
flow to the entity and can be measured reliably.

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

(ii) Rarcnue from exchange transactions

Interest inconrc

Interest income is accrued using the effective yield method. The effechve yield
discounts estimated future cash receipts through the expected life of the financial
asset to that asset's net carrying amount. 'l'he method applies this yield to the
principal outstanding to determine inErest income each period.

Other incomes are rc.cognized as they accrue unless the collectability is in doubt.

(e) Cash end Cach Equioalants

For purposee 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.

(f) Receioables

Receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They arise n hen the Board
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NOTE9 TO THE FINANCIAL STATEXIIBD{TS (Cotdnued)

providea money or Beryiaes directly to a debor with no inEntion of trading tre
receivable.

Receivables arc amounb due from tlre Kenya Boadc Board Fund whidr arc
accrued in the ordinery coume of btuineca and drere ls no inEndon of tsadlng ttre
receivable. Receivablea are recognlzed inttially atthe fairvalue (trancacton prlrs,/
carrying value leeg any diccountr).They are ou@uendy me'eured at amortized
costs ucing the effective inErest mehod l€ss provislon for impairment

A provieion for impairurent of receivables ic mad€ when there ie obiective
evidence that tlre Board will not be able b collrt all amounts due according b
the original Erms of receivables.

The carrying value less discounts and any impairment provision of impairmmt is

assumed to approximaE their fair values. For financlal instruments auch as chort
term receivablec, no dlsclosure of fair value is required when the carrying amount
ig a reasonable approxlmadon of fair value.

Receivables are clagsified as current asseto if payment ie due within one year or
lece (or in the normal operating cycle of btrsiness, if longer). If not, they are
presenEd a6 non-current assetB.

Q) lnoantodca

Given the nature of the Board's operations and mandaEs, ibma in otock relaE to

stationery. Stadonery coots ate r€cognizd 8s an o(Perue when deployed for

utilization in the ordinary course of the Board't operations.

As at 30ttt of f ure Nl7 , tE Board did not have any inventory.

(h) Ptopcrty nd \rdlVtttcttt eltrd Dcpctfrbl

All property and equipment are initially statsd at coct and thereafEr at hbtorical
coet leos accumulatsd depreciation and any aeumulaEd impairment loas.

Hicbrical coet comprlcee expenditure inltlally incurred to bring the asset to ito
location and condidon ready for ito inEnded use.

Subeequent cosE arc included in the asse(e carrying amount or recognlzd as a

separaE asEet, as appropriats, only when lt lc probable that future economic

benefits a$ociarcd with the itsm will flow to ttu Board and ttre cost can be reliably
measurcd. All other repairc and mainEnance are charged to the StaEment of
Financial Performance during tlre financial year ln which they are incurred.

Depreciation ig calctrlaEd on etraight line barb at arurual raEs eetimaH to wriE
down the carrying value of ttre acseto over tlreir expecEd ueeful lives. The arurual
depreciation raEs in uoe are:-

RaE RaE
Computer Equipment 33 rrr% MobrVehicles 25.0%

Office Equipment 72.5% Furnlture & Fittings 72.5%
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NOTES TO THE FINANCIAL STATEMENTS (Conttnued)

An iEm of property and equipment is de-recognized upon disposal or when no
future economic benefits are expected to arise from the continued use of the asset.
Any gain or losses on de-recognition of the asset is included in the Statement of
Financial Performance in the year the asset is de.recognized.

(i) Payables

Payables include any obligations tro 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 benefib where formal agreemenb for specific amounts
exist.

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

Payables are classified as current liabilities if payment is due within one year or
Iess (or in the normal operating cycle of business if longer). If not, they are
presented as nonrurrent liabilities,

(j) Leases

The debrmination of whether an arrangement is, or contains a lease is based on
the substance of the arrangement and requires an assessment of whether the
fulfillment of the arrangement is dependent on the use of a specific asset or ass€ts
and the arangement coveys a right to use the asset.

kases are classified as finance leases whenever the brms of the lease transfer
substantially all risks and rewards of ownership to the Board as the lessee. All
other lease are classified as operating leases.

Where the Board is the leesee, the total payments made under operating leases are
charged to the statement of financial performance on a stsaight line basis over the
period of the lease. When an operating lease is terminated before the expiry of the
lease period, any payment required to be made to the lessor by way of penalty is
recognized as expense in the year in which termination takes place.

Rentals payable under operating leases are amortized on the straight line basis
over the term of the relevant lease.

(k) Itpairmmt of N on-financiel Assets

At each reporting period end, based on internal and external source's, the Board
reviews the carrying amounts of ie tan$ble and intangible assets to determine
whether there is any indication that those assets have suffered an impairment loss.
If any such indication eistg, the recoverable amount of the asset is estimated in
order to determine the exEnt of the impairment loss.
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NOTES TO THE FINAhICIAL STATEITENTS (Cordnucd)

Where it ie not poosible b estimaE the rccoverable amount of an individual arset
the Board estimaEs the rccoverable value of the aesel

Any impairment losses are recognized as an exFnse in Ore StaEment of Financial
Performance whenever the carrying amount of an aeoet exceeds its recoverable
amount. Where an impairment loss eubeequendy reyertes, the carrying amount
of the as6et iE increased b the reviced estimaE of itc rccoverable amounl A
reverral of impairment loae is limiEd to the acsetr carrying amount that would
have been determined had no impairrrent loss been recognized in prior yeare. A
reversal of an impairment loes b crediCd to the StaEment of Financial
Performance in the year reversals are recognized.

(l) Prooisions

Provisions are recognized when the Board has a preaent obligation (legal or
consrucdve) as a result of a past ever$ lt ls probable that the Board will be
required to settle the obllgadon, and a rellable egdmate can be made of the amount
of obligation.

The amount recognized as a provision is the best ectimah of the consideration
required to settle the precent obligation at the reporting period end, taking into
account the riskE and uncertainties surrounding the obligatio,n.

(m) Retttenat Bcluftt Obltgettou

The Board operates a defined contribution provident fwrd for eligible employees.
The fund is adminisEred by an independmt administration company and
Trustees. It is funded by contributionc from bofi ere employer and employees.

The Board and its employees also contributs to the stahrbry pencion sctreme, the
Nadonal Social Security Fund (NSS$. Contributioru are deErmined by the local
statuh and arc currently limiEd to lGhs. AD per employee per month. The Board
aleo sets aside on quarErly basis the gratuity for ite employees who are on
contract basis.

The Board's contributioru in respect of ataff retirrement benefit costs arc charged
to the staEment of financial perforrrance, ag they fall due or in cace of service
gratuity as they accrue to each employee.

(n) Guarentces, AucVtaacea enil Letter of Cniltt

GuaranEes are accounEd for as off staEmmt of financial position transactions
and dirlosed as contingent liabilities.

(o) Subscqumt Eomtc

There have been no su@uent events that would have an impact on the financial
rtaEmenb for the yearended 30th lune 2018.
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NOTES TOTHE FINANCIAL STATEMENTS (Continued)

(p) Conparetioes

Except otherwise required, al! amounts are reported or disclosed with
comparative information. where necessary, comparative figures have been
adjusEd to conform to changes in presentation in the current year

so SIGNIFICANT IUITGEMENTS AND SOURCES OF ESTTMATION

UNCERTNNITY - (CRTTICAI ACCOUNTING ESTIMATES, IUDGEMENTS
AND ASSI,'MPTIONS)

In the Process of applying the Board's accounting policies, the directors have made
estimaEs and assumptions that affect the reporEd amounts of assets and liabilities
and disclosure of contingent assets and liabilities as at the date of the financial
statements, and the reported amounb of revenues and expenses during the reporting
period. EstimaEs and judgmenB are continually evaluaEd 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 directore' knowledge of current evenb and actions, actual results may
differ from these estimates.

The estimaEs and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimaEs 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 affecb both currmt and future periods.

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

(a) Critical ludgnmts in epplying the Board's accoanting policics

In the process of applying the Board's accounting policies, judgments have been
made in deErmining:-
- Whether the asseE are impaired;
- The classification of ftnancial asscb;
- The going concern.

(b) Critical Accountiag Estimetes and Aeeumptlons

(t) Uselallioee of Ptopaty, Plant and Equipmcnt

The directors make estimaEs in determining the depreciation rates for property
and equipment. The rates used are set out in the accounting policy (j) above for
property and equipment.

The Board reviews tfie estimated useful lives of plant and equipment at the end
of each reporting period. During the financial year, no changes to the useful
lives were identified by the directors.
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NOTES TO THE FINANCIAL STATEIIENTS (Codnucd)

$il Corttngatt LieHllttet

Ae dicclooed in heae fimncid strEmenb, 0re Board is expoa€d to various
contingent liabilltiea in the normal courre of burlneac.

The Directore evaluaE the etatur of ttrcte orpocureE on a regular basis to arcerE
the probability of tle Board incurring relaEd liabilides. However, provirioru
are only made in thc financial ataEmenb whete, bss€d on the direcbrs'
evaluation, a preeent obligadon haa been establishd.

(lll) Prootslon fm Doibtftl D*tt

The organlzation revlews ib travel adverree porfolio to access OE Utelilrcod
of impairurenl Prurrision for impairment of receivabls is eetablirhed when
there is ob{ecfive evidencr &at tlw Boad will not be able to collect all asrounts
due. Wherc neoe$ary, an eetimaEon of the amounts irrecoverabh is made in
that year. Provigion for impairmmt chdl be rccognized upon apprcvat by tre
Board of Diretora.

(to) OthcrPtoolcton,

Other provicloru arr recognized when the Board has legal or constnrctive
obligaHon as a result of part evenb, for whi*r it is probable that an oufflonr of
economic bernfiU will be required b eetth the obligation, and a rcliable
estimaE can be made of the amount of tlre obligaflon.

(o) Impr,lntrrlttl,orrr,t

At each reporting Frid end, the Board rwiewo ttre carrying amounts of ib
tangible and intangible a$€tE b deErmtnewhedter Utet€ ie any indication tlrat
thooe asceto havc cuffettd an impairment loce. U any such indication existB, the
recoverable amoturt of the agset ig ectimaEd in order b deErcrine the exEnt of
the impairmentloc.

Where it lr not pocaible b estimaE the recoverable amount of an indMdual
asoet, the Boasd estimaE3 the recoverable value of the a&et Any impairrrent
los*s arc recqgnizd 8s an expense immediaEly. Wttete an lmpatrment lm
eu@uently re,veraer, thc carrytrg amount of the ascet is tncreaaed b tE
revig€d mtimats of itr reovenbb amount A rcveral of an impairrrmt loeo is
recognized ag incmre lmmediaely.

6$ SEGMENT REFOilTING

The Board dec not have any branctrec/reporting cegments. All ttre operatione of tte
Board are managsd frcm the regbEred office. Ib cprc business of tha Kcnya Ro.ds
Board conttruec to be management of the Kenya Rmds Board Fund ogether with
other mandaEs as ldpulacd in tre tr(enya Roadr Boatd Act
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NOTES TO THE FINANCIAL STATEMENTS (Contlnued)

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

70 FINANCIAL RISK MANAGEMENT OBIECTMS AND PTOLICIES

The Board has initiated and facilitaEd the process that will see the enhancement of
risk management. The Board has an inEgrated risk management
framework/shategy. The Board's approach to risk management is based on risk
govemance 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 corporaE governance and risk management are deeply entrenched in
the Board's straEgy and culture. An elaboraE risk management strategy that will
provide direction on matters of policy and guide the implementation and control has
been developed.

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

. The Board's risk appetite and parameters;
o The Board's risk matrix that highlighb the rating of risks;
. The structure of managing risks and accountabilities
. fhe processes, procedures and repore that manage risks;
o The mitigating factors, prevention, contingenry 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 opportunities which could
inlluence the achievement of the Board's compliance and operational objectives.

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

c) Business continuity risks are those events, haz.ardl, variances and opportunities
which could influence the continuity of the entity.

One of the key risla the Board has identified in both the operational and strategic
areas is the sustainability of the Road Maintenance Levy in line with the Constitution.
Financial risk as defined in IISAS 15 and the management thereof, form part of this
risk area.
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The Members of the Board have the overall responcibility for the establiEhtnent and
oversight of the Board'a riak management framework. The Board hao delegabd its
riak management b the'Audit and Rlck Committee'. One of the reeporuibtlides of
thia commitEe ie to review risk management ebaEgiec in order to ensurc bugheso
continuity and sun ival. Moet of the ftnancial risks arieing from financial tsansactiong
and proceseee arc managed by the'Financr and PlanningCommitEe'of the Board.

The Board's expooutr to risb, its obiectives, policies and proceaoes for managing the
risk and the meftode used to measune lt have been concisEndy applied in tlre yean
preeenEd, unleos othetwice ated. The Board aims thercfore to achleve an
appropriaE balance between the rlck and retum and minimize poEntial adveme
effecb on iB financial performane.

The financial management obiecHves and policiec arre as outlined below:-

e) LlqutdltyRbk

Liquidity risk is th€ risk that tre Board will not have eufficient financial r€souroeg
to meet its obligations when they fall due or will have tro do so atexcegsive c6ts.
This risk can arice from micmaEhs in the timlng of cash flowe from revenue and
capital/ operational ouUlows, acleb and liabilltiea acrording b $eir mahrity
profiles and can occur where cash flow abeams have been dirontinued, eE.
Funding risk ari*s whm the neceEEary liquidity b fund illiquid acset poltions
cannot be metatexpecd Ernre and when required.

The objec6ve of the liquidity and funding management is to eraute tut all
foreseeable operational, c.pibl and loan commitment expenditure can be met
under both normal and ctrerced condifforu and the miruraeh is controlled in line
with allowable rick hveb.

The Board hac adopEd an overall balance cheet approach which comolidabs all
sources and uses of liquidity, whlle aimtng b maintain a balance between
liquidity, cash flowe and lnterest raE consideraEong. The Board'a ftuidity and
funding management procece includesi

o Proiecting cash flons and coruidering ttre cash required and optimizing the
short Erm requiremente as well as the long Elur funding

r Maintaining balance sheet l{uidity ratioa,
o Maintaining/ soliciting a diveree range of firnding courcec with adequaE back

up facilitieo
. Managlng the concentsation and profile of debt maturifies, wherc applicable,
o Maintaining liquidity and fundingcontingency plans.

The table shows the undirorured cash flows qr the Board's financial assetg and
liabilitiee on the earlieat poecible conhectual/maturity date, The ltquidtty ra6o in
F'{ 2017/78 iEr7.E (F'l 2fii6/17: 7736)
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Fin ncial A$€tr

Bank and C-ash Balances
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RATIO _tlfi
The Board has an established corporaE govemance structure and process of
managing risks regarding guaranbes and contingent liabilities. All guarantees
issued are approved by the Members of the Board and are administratively
managed by the finance departrnent.

The primary sourcelt of revenue for the Board are receipb from the Kenya Roads
Board Fund, mainly receipb from fuel levy fund. The Board pursuing additional
sources of rcvenue for which approval hae been aought from Ministry of Finance.

b) MorkctRlsk

Market risk is the risk that the fair value of future cash flows of financial
instruments will fluchrate because of changes in foreign exchange raEs, prices
and inErest raEs. The obiective of market risk management policy is to protect
and enhance the Staements of Financial Position and performance by managing
and conholling 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 risksi

(i) Cunency Risk

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

(it Pie Risk

The Board is expoced to the price risk of the fuel levy. The Board collects Kshs. 18
per liEr of diesel/petsol imporEd into the country. The Board is exposed to the
extent that the levy on diesel and petrol is reduced or eliminahd due to changes in
the international fuel prices, inflation or other macro indicators. 'l'he Road
Maintenance [.evy is backed up by an Act of Parliament; changes thereof rcquire
approval by Parliament.
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(W lnbrcstRatcRisk

The Board io expoaed to variou rbks associaEd reitr effects of fluctuaEoru in Ere
prevailing levels of market intsrcot raEa on itr financial pooitiur and cagh flows.
InEreat margin may increaae ae a rEsultof rudr clrangea but may reduce loerer in
ttre event Erat unexpeced movementaricea.

The Board cloeely monibrg inEreet raE moveqrcnE and sceka to limit itr apoeure
by managing the inCrurt rab and maturlty rtructure of accets and liabilitler qr tre
staEment of finencial poaition The inErcst raE on call d€posite hctd in financial
lnstitutioru are fixed and apeed upon on monthly brsts. The Eranagement is in
regular contact with tlre approved bmk in a bld to obtain he beat inEreat raEs and
therefore able b plan for the rerulting incmre.

The inErest raE risk ig minimal ac the Board ds nothave any borrowingp.

c) OpretlonelRlr&

Operational rigk is dne risk of direct or indlrect loco arioing fiom a wide variety of
causeo aseociaEd with the Board's ptoc€sses, penonnel, Echnology and
infrastructure and from *Ernal facbrs other tlran sedit market and liqufdity
risks such as legal and regulabry requirementc and generally acceptable
standards of corporaE behavior.

'the Board seelc to ensure that key operaHonal rbkc are managed in a timely and
effective manner through a fraurework of policier, procdules and bols b
identify, aEseEE, monlbr and report such rlsk.

The Board's obiecdve is b manage operaHonal riak Eo as to balance the avoidance
of financial loses and darnage to the Board'a teputation with overall coet
effectiveness and b avoid control procedurec drat resfict initiative and creadvity.

The primary recponribility for the developurent and implemmtaHon of controb
to address operational risk is aeaigrred to rnior managsment The rerponribility
is supporEd by &e development of overall etandardc for the management of
operational risk tn the followint arcaa:-

o Requirementg for approprirrE segregaHon of dudes, lncluding the
independent authorization of transacdons.

. Requirementr for tlre rcconciliation and monibring of financial banoactions

. Compliance with reguhbry and legal requircurentr
o DocumenteHon of controle and proceduree
o Requirementl for ttre yearly agaeasment of operaEonal risks faced and the

adequacy of controb and procedureg b addrcss tte rfuks identifbd
. Requirement for the reporting of operational loeses and propoced temedial

acdon
r Development of Burinerc Contingency Plans
o Trainin8 and p,roferoional developnent
. Ethical and business atandards
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NOTES TO THE FINANCIAL STATEMENTS (Cortlnued)

. Risk mitigatioo including insurance where it is effective.

Operational risks arc documented in the'Framework for Management Control'
and ar',e managed by the lncmal Audit functiom eatablished to spearhead and
coordinate riak management activitieo. The meagures taken include proactively
identifying analyzing and mitigating riskc in all facets of the business.

A Conffiancc end Rcgttlatory Risk

Compliance and regulatory risk includee the risk of non-compliance with
regulatory requirements. The Board hae complied with all exErnally imposed
requircments throughout the year.

c) LcgalRbk

Iegal risks is the risk of urexpected loes, including reputational tose, arioing from
defective ransactions or contracts, claimc being made or some other event
resulting in a liability or the losa for the Board, failure to proEct the title to and
liability to contsol the righte b assets of the Board (including incllectual property
right), changes in law, or jurisdictional risk.

The Board manages legal riek through the 'Audit and Risk committee', legal
function, legal risk policies and procedures and the effective use of incrnal
controls and extemal lawyera.

{
I
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revenue recogniUur Etout ln poltey 2 (0 abote.

the Board did not reaeive any hrnrhn d my for4 (iruluding acceto, gifb,
donaHona, *rvice-lpkin4 advancc Eodptr, plcdgcr, cxF?lcc paid on bdrdf md
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NOTES TOTHE FINANCIAL STATEMENTS (Continued)

1{.0 OPERATING SI.'RPLUS

The operating surplus of Kshs.111.52 million (F\ 2f16/17: Kshs. 777.62 million), while
the net cash flows from operating activities amounEd to Kshs. 125.14 million (FY
201 6 / 17 : Kshs. 1 36.29 m illion).

Reconciliation of NetCash Flows from Operating Activities to Net Surplus from
Ordinary Activities;

zVtTtE | 2st6fl7
Notes KShr'm0 

I

486,52t

KShs'0(n
717,622Net surplus from operating activities

.Aijushwnts fitr:
Depreciatiorr

lnterest Income

Gain on drsposal of ploper_ry and equipment
Operating income before worklng capltal changes

Changcs m ruorknrg cnpital balanccs:

(Increase)/ Decrease in receivables

(lncrease)/Decrease in work in progre,lrs

Increasc in payables

Net cash flows generated from operating activltiee

8

18

_-ry?AL
KSh!'m0

26,n6'i 23,'t"t4

(%,7'.t5\ (26,5321

G)
476,575

@.7U)

e,znl
(e,766)

37,fi8 26,457

s00.14s 1:8131

l._ _-?V6tr7'.
l- !!s!e !q-

7O9,ffi

853

15.0 CASH AND CASH EQUTVATENTS

(a) Analysie of bank and cash balances:

Paficulara
Cash at llank and in HinJ
KRB Staff Fund
Bank Term Deposit
Cash Imprests and Advances

Note i

2,!("1* _"

2q(b) ,

511,857

?8.7.W',. - -

377,0W 
.

276,977
1,420,952'

558 i

2227.l4F, 
--

e431s._
7&:

75y/,W

l'he Board is not expoaed to credit risk on cash and bank balances as they are held
with sound financial institutions approved by Central Bank of Kenya. The carrying
amounts of the Board's cash and cash equivalents are dominabd in Kenya Shillings.

(b) Caoh and cash equivalentc:

For the purposes of the cash flow staEmenb cash and cash equivalents comprise
balances with less than three months' maturity from the daE of acquisition,
including cash in hand, deposits held at call with banks and other short Erm highly
liquid investrnents with original maturities of three months.
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KENYA ROAD6 BOARD
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OT,{ ILINE 2018

NOTTES TO THE FINANCIAL STATEMENTS (Continued)

net of depreciation charge for the year amounting to [Ghs.26.74 million and disposals
of Kshs.3.30 million.
Gain on disposal of assets during the year ended 30th June 2018 amounted to Kshs.
5,900 (FY 2016/17: Kshs. 4.74 million). The dispoeed asseb had an accumulaEd
depreciation amounting to Kshs. 3,25 million and a net book value of Kshs. 48,m0,

The Board is of the opinion that the net book values represent the fair value of the
equipment.

19.0 PAYABLES

Payables are expected to be settled in KRBs normal operating cycle and within twelve
months afer the reporting period and are not attached to an unconditional right to
defer payment of the liability for at least twelve months after the reporting period.

a

Paficulare
Provisioru and accruals
Other Payables

a709:
KShs'm0 i

727rt20
2.083

----,-----..k-_.w_

2fi16fl7 ,

KShs'm.i
v2,w,

0iw)

KShe'000
il,519

I

i
I
I

I

Provisions and accruals relate to accrued expenses during the year

The maturity analysis of payables ie as follows:

Totat
Parttculars KShr'0m
t'rov 1s!_o.r1s.g nd qccry{q '127,6?!

Other Payables 2.083

8 r UP;IN uu[&

2O.O NET ASSETS

The net assets are made of up of designated funds and accumulaEd reserve, which
arc cxplained as follows:

20 (a) KRB Staff Fund

20f,7n8 m6fl7
Partlculare
Car Loan Staff Fund
Mortgage Scheme Fund

K$hc'm0
*,958

?3247?
287lin

?4&
276-9r7

'l'he Board established independently managed Car lnan and Mortgage Scheme
Funds for membere of staff. Staff funds increased from Kshs. 276.91 million in prior
period to Kshs.287.87 million,'fhe growth is represented by IGhs. 10.96 million
being bank interest eamed during the year.
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KEMTA ROADS BOARD
FINANCI.AL STATEMENIIi FOR THE YEAR ENDED 3OTH IUINE 2018

I

N(IIES TO TIIE IINAI{CXAL STATEMENT9 (Goatnucd)

20(b) KnEc.dhtfsnd
The Boardiestrtrlldred r Capthl Fund in FY W/lofor thc Frrpce of purchase of
offie pe-crbee. ft {!P C.pital fund increased from l&tu. Xi.t3 million in prior
perid b fqn. 1.42 btllbn In the revlew Frtod. The grsr'or ie reprerenEd by a
traruferofrlQhr. 3TSrl0 mlllio,n frour eaurnuhEd tr*rvcs and Ksh& 102a1 millon
being bmt inErert Gamd durtng E e yeer.

frllB &'Gl.t/,H tu HTU ffiu
KNB hpitrlFnd LUn.W w,t%

&t& ,l$ltr
20 (c) Aerod&d Rrsvee

eil$ ,ryIfrIT'xbu
umulabd rcErels 44{'3f6/

uffi
Accumu{bd nanrycr irrreared from Krhs. g3z85 million in prior period b IGh8.ufi mfioru ltir ir attrtbuEd to htret rurplur fur tre curcnt year amoundng to
IGhs.11152 mlllion (Ft 2t6/17 - IOhE. 7t7.G2milliur).

21I' CONTINGENT ASSETS & UAEITTTIES

e) Guaramir

GueranEer apmmlt $t Boerd b mrke paymentr on behalf of the guarantsed in fre
enent d a rpdanc act ana cuty a ertatr-rtst. In thc 1rcar under ,*d*, the Board had
not icsued any gruranEee.

b) kgd ndterr

Though ttc 4oard ir involved in aoure led Foceedingr, the directors belke, bssed
on 8re inforlladqr curready lvrllrHq ftrt fte Board doer not have eny contingent
llabiliff€s wltlch are lllely b heve a mearial effect on the reaulu of-the Boaid's
operadou, fumcirrl poeitbn or llqutdity. Ther',efore m providon hae been made fur the
financi,al strtsurentg.

Lt COf,|ltm}|EX{TS : OPBA'IING I.BAEBRETITAUi

Non-cancellable operatng l6qss 1s1rrh are payabh ao folbrus:

nyt8 ant
ffirm Xmr

notlaErthan fiveyearlLk thm dE,rert
15fi2A
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KETIYA ROADS BOARD
FINANCI,AL STATEMENTS FOR THE YEAR ENDED 3OTH IUNE 2018

NOTES TO THE FINAI{CIAI STATEXIIENT8 (ConUiltcd)

The Board has leased offlce prenlsee under an oFrating lease. The leaee typically
runs for 5 yeam wih an option for renewal. Icase payments ate incressed accordingly
to rdlect market r€ntalc. The Boord does not have an opdon b purchase tle teased
acc€t at the expiry of the lease period. Tltere are no conttngent rente recognized ln the
StaEment of Financial Perforrrance.

ul.o R,MIREMENT BEIVEFITS SCIIEME OBUGATIONS

The Board operatee a defined contribufion retirement benefit plan for ellgtble
employees. The aasets of the plan are held aepareEly from thoce of the Board tn fundg
under the contsol of trusE€s. The scheme ir adminisered by an independent
administration company and ic funded by conHbuHons from the Board and
employees. Ihe Board'a obligatione b the staff rctirement benefitc plan are dnrged
to the Staement of Financial Poeition as they hll due or, in lhe case of ceruice gratuity,
as they accrue to each employee.

The Board algo makeg contributioru to the atatubry defined conEibution gchmre,

National Social Security Fund. This is a deftned contrlbudon rheme regisbrcd under
the National Social Security Act. The Board'a oblignHonc under tlre Scheme are
limiEd to specific contributions hgiclahd from 6me b time, which are currently at
Kshs. 200 peremployee per month.

The total pension expense recognlzed in the lncome ctaEment of Kshs. 19.09 million
Ft 2076/77: Kshs. 20.27 million) repreeenb contributions payable b tre plan by tte
Board at raes epecified in &e ruha of the plan. The expenr hag been included wi6in
the etaff pension coots under gtaffcots.

2.O FAIR VALUE

The directore consider that there ic no matsrial differene between the fair vdtre and
carrying value of the company's financial alcetB and liabilities, where fair vdue
detailg have not been precenEd.

25O CAPITAL COMIT,IITMEITITS

All capital commitnrents conEacEd for/authorized at the reporting period md have
been recognized in the financhl etaEments.

25I} PIOIIT BALI\NCE SHEET EI'ENTS

The Directorg ar€ not awar€ of any matEr or circunretanes arising since the end of
the financial year, not otherwige dealt wltr in the flnancld staEmen6 which would
clgnificantly affect the ftnendal poeition of I nya Roadc Board and resulE of its
operaHon as lald out ln thece flnanctal etatsmente.
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KBI{'!TA
FINAIVCIAL FOR THE YEAR, ENDBD 30rEr It NE 2018

NOTETOTEE STAT&|SNT8pmTA)

g3 l

COMPAIAtrIYE
I

Wls€ nefry, cmgrnEve flguru heve bcen drurtd b cqrform b changee ln
ple.elrtedql of t! Hnmdal ShEarcnb u rcquhcd by hEmtdonal hrHtc Secor
AounEng Ftlndrdl ard any ucndment wltrrev?r r!@ry tr ft€ current 1rcar

2II, CUBNEhTCY

TtE fhmd{l fiErcnb aru prourud h lcn n Shltthgp (Kfir.'000)

a.
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KEI.IYA ROADS BOARD
FINANCI.AL STATEMENIS FOR THE YEAR ENDED 3OTTI IUNE 2O[8

PROGRBSS ON FOIIOIil T'POF AT'DITOR NECOMENDATIONS

firerc ate no audit iarues that werc crrricd forward from il Z0l6/8i77.

ttlq /eoa
Ms. RITA KAVASHE
CHAIRPERSON

RUWA, OGW
EXECUTIVE DIRECTOR

ulqlqow

DATE

oert -l
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