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Our Vision:

An fficient rcad netutork for a ?rosperous nation

Our Mission:

To fund, oaersee and coordinate rcad maintenance,
rehabilitation and deoelopntafi through optimal utilization

of resources for a sustainable road network

Our Core Values:

Professionalism
Passion for Quality

Customer Sruice Excellence
Integrity

lnclusioefless
lnnooation
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FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH IUNE 2019

KEY ENTITY INFORMATION AND MANAGEMENT

a) Backgroundlnformation:

Kenya Roads Board (KRB) is a state body corporate established under Chapter 408 of the
[,aws of Kenya'Kenya Roads Board Acf which came into effect under kgal Notice No. 7
of 1999. The Board was established in accordance with the Chapter 446 (State Corporations
Act) of the Laws of Kenya, which is 'An Act of Parliantent to nnke proaision for tlu
estnblislnnent of stnE corryrations: for control and regulation of state arpomtions; and for
connected purpxs'.

The Board is domiciled and operates within the Republic of Kenya. The registered office is
as set out on page 6.

b) Principle Activity:

As stipulated in the Kenya Roads Board Act, 1999 "T'lu object and purpx lor which tlw Boord
is established is to over*e tlu rwd nettwrk in Kenya and coordinnte tle nnintenonce, telubilifrttion
and deuelopment funded by tlw fund and to aduis tle Minister respnsible lor nnttcrs prtnining
to rmds on all nmtters relnted tlgreto."

Specific Mandates:

The mandates of KRB are provided for in the Kenya Roads Board AcC No. 7 of 7999 as
hereunder:

o) 'coordinate tlv optinnl utiliztttion of tle Fund in inrylenentntion of prugranntes rchting to
tlu nninternnce, rulubilitntion ond dewlopment of the rmd nehwrk;

b) *ek to achiarc optinnl eficienry nnd cost efectiueness in rmdtwrk fundedby tle Fund;
c) nnnage tlu Fund;
d) ba*d on n fiae yenr rcod inoeshttent prcgmnnne opprooed by th, Minister and tlu Minister

lor Finnnce, detennine the allxation of financial rcsources fron, any otlur sxliurrr- aaailnbb
to tlu Bmrd required by rmd agencies lor tlv mintetnnce, relnbilitation and droelopntent
of tlu rmd nehoork to ensure tlnt tlu allocation of funds is pegged to spcifc cabgories of
rutds and tlnt not less tlnn
(i) hoenty hoo prcent (22%), rohich slmll fu deposihd into a specinl bank account to b

called. Constituency Rmd Funcl Account to be nnintained by axry constituency of
ntonies from tle Fund is allocnbd equally to all Constitueacies in tlu country to b
adntinisteredW tlr Ruml Roads Autlority;

(ii) ten prcent (10%) of tlv ntonies from tlu Fund is allunted for tlu nwintenance or
danelopnrcnt of link ruds fuhoan constituencies ond to *nx as C-oternntent
counteryrrt lunds in funding work on ruml rands, to be odninistered by the Kenya
Rrrral Roads Autltoity and tlnt tlu *id pr centuu dlrr.ll be equally distributed to tfu
constituencies utlure Kenyn Rrml Rands Authority lns tfu mnndnb.

(iii) forty Wrcent (40%) of tlre monies fiom the Fund is allocated in tesqct of tle national
roads tofu adntinisteredby the Nationnl Higfuoays Attthoity;

(ifl ffieen percent (15%) of tlw ntonies frou tlw Fund is allclcaud in rcspect of tlu Urban
Roads Autlaity;

ftt one prcent (1% ) of tlu nrcnies lrom tltc Fund is allxated in respct of tottds in nntional
parks and neenes to be adninistetedby tle KenyaWildlife Sentice, and
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(ai) n ,rnxitturu of nlo Frcent QD of tlu monies frorn tlu Fund is allocated in ttspct of
reanrrent expenditurc of tllr Bmrd undcr *ction 31(5).

e) ensure tlut tle remainder of tlu nonies fiom tlrc Fund (10%) de*ribd in pamgraph (d) slnll
fu allxated annually by tlu Bmrd uith tle approwl of tlra Minister to ruad inwstnent
progmnnne derioed fiont the fiw-yea? rffid inuestnrcnt progmnurc npprcwd W tlre Minister
responsiblc for rmds and thc Minister for Finance.

fi ensure tlnt a nnrinrum of ten Frcent (10%) of dll monies allxnted to mdr road ngency is

utiliztd for daxlopnrcnt purpssw tlr sidagency

9 nnnitor and ataluob, by nuans of teclmbal, fnancial and prformnnce nudits, tlu deliwry
of gds, ruorlo and xntices fundcd by tlw Fund;

h) in inrylemmting pmgmph (g), W &u regnrd to public prucurement and dispvr.l
regulations and additional guidelircs issucd or apprcwdby tlu Minister;

i) reconmund to tlla Minister ayprcprinte lanls of rcad u*r clnrges, fnes, pnalties, leaies or
any surns rcquired to be collected under tlv Rmd Moinbnance laty Fund Act, 1.993 nnd paitl

into tlu Fund;

il recomnrcnd lo tlu Minisbr such priodic mtittus of tle Fwl Lary as are neces$ry ftr tlw
purryes of the Fund, and

k) idcntify, quant{y nnd teconunend to tlu Minister such otlur potentinl rrrruraes of mxnue as

nny be ruailable b the Fund for tlu dctxlopnent, relnbilitntion and nnintennnce of mads.'

The Board allocates funds to the road agencies in accordance with the allocation criteria set

out in paragraph d) above, and in line with the Constitution of Kenya,2010 which includes
fu.di.g to County Governments. Further details are set out on page 49.

c) Key Management:

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

Board of Directors
Accounting officer/ Executive Director
Management

d) FiduciaryManagemenh

The key management personnel who held office during the financial year ended 30th June
2019 and who had direct fiduciary responsibility were:

1. Executive Director - E.g. lacobZ. Ruwa, OGW
2. General Manager, Finance - CPA Rastrid K. Mohamed, MBS
3. General Manager, Technical Compliance - Eng. David O. Orwenyo
4. General Manager, Planning and Programrning - Eng. Margaret W. Ogai
5. General Manager, Legal and Corporate Affairs - Ms. Lucy K. Gathika
6. Senior Manager, Human Resources and Administration - Mr. Hamoud M.

Ms-
e) FiduciaryOversightArrangements:

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

- Audit and Risk Management Committee of the Board
- Finance Committee of the Board

9
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- Technical Committee of the Board
- Human Resources and Management Committee of the Board

Financial Statements:

The Financial Satemenb herein represent the utilization of two percent (2%) of the monies
from the Kenya Roads Board Fund which is allocated in respect of the recurrent
expenditure of the Board.

Section 35(1) of the KRB Act stipulates that "There slnll}r- paid out of tlle Fundany expnd,ituru
incurred by tlte Bmrcl in tlu exerciv of its ptwrs or tlv prlonnance of its functions under this
Act"

The Financial Statements of the Kenya Roads Board Fund have been presented separately
as required by Section 26 of Chapter 5, Public Finance Management Act of 2012 which deals
with administration of Special Funds.

0 Registered Officefleadquarters:

Kenya ReTowers, 3rd Floor
Off Ragati Road, Upper Hill
P.O. Box 7371U 00200, City Square
NAIROBI, KENYA

g) Contacts:

Tel. No.: 4980000, 272?865 / 6
Fax No. : 2W2G2723'1,61,
Website: www.krb.go.ke
E-mail address: info@krb. go.ke

h) Principal Bankers:

Central Bank of Kenya
P. O. Box 6000G00200,
Nairobi, Kenya

0 IndependentAuditors:

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

D Principal Legal Advisen

The Attorney General
State law Office
P.O. Box 40712, City Square 00200
Nairobi, Kenya
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THE BOANDOFDIRECTORS

The Board draws representatives from public and private stakeholders as set out in
Section 7 of the Kenya Roads Board Act,1999. Board memhrs in FY 2018/2019 include
the following-

PS, StaG Departnent of Transport - Ministry of Transport,
Infrastructure, Housing and Urban Development

Eng. facob Ruwa, OGW
(Executive Director)

Kenya Roads Board

Ms. Rita Kavashe, MBS
(Chairperson)

Automobile Association of Kenya

Mr. Julius Korir, CBS PS, Shte Departrnent of Infrastnrcture - Ministry of
Transport, Infrastructure, Housing and Urban Development

Dr. Kamau Thugge, CBS [€, The National Treasury

15, Ministry of Devolution & Planning

Mr. Nelson Marwa, EBS

Mr. Micah Powon

Ms. Betty Maina, MBS PS, Ministry of East African Affairs, labour and Social
Protection, Commerte & Tourism

Prof. Arch. Paul Maringa, C&S

Eng.lohn Nyaguti lnstihrtion of Engineers of Kenya

Mr. Wilson Ndirangu Kamau Institute of Surveyors of Kenya

CPA Charles Tirok Irutitute of Certified Public Accountants of Kenya

Ms. Monika Solanki Kenya Association of Tour Operators

Mr. Michael Karania Kenya Association of Manufacturers

lrague of Kenya Women VotersMs. Mary W. Wambugu

I
Mr. Abednego Etyang State Departsnent of Infrastructure - Ministry of Transport,

Infrastructure, Housing and Urban DevelopmentMr. Nemwel Motanya

Mr. Ontweka Onderi Naftali*
Up to December 2018

The National Treasury

Mr. )ames Mwanzia State Departsnent fior Devolution - Ministry of Devolution &
Planning

Mr. Alfred M. Kitolo Ministry of East African Affairs, Labour and Social Probection,
Commerce & Tourism

Mr. Paul King'ori SAte Departrnent of Transport - Ministry of Transport,
Infrastructure, Housing and Urban Development

8
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MAITIAGEMENT TEAIvt

Executive Director Eng. )acob Z. Ruwa, OGW

General Manager,
Finance CPA Rashid K. Mohamed, MBS

General Manager,
Technical Compliance Eng. David O. Orwenyo

General Manager,
Plarning and Programming

General Manager,
I*g"l and Corporate Affairs

Eng. Margaret W. Ogai

Ms. Lucy K. Gathika

Senior Manager,
Human Resources and Administration - Mr. Hamoud M. Mguza
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CHNRtr{AI{'S STATEMENT

On behalf of the Members of the Board, it is my pleasure to present the Annual Report and
Financial Statements for Kenya Roads Board Fund for the year ended 30th fune 2019.

General Eronomic Environment

The macroeconomic environment in Kenya has remained relatively stable in the first half
of,2079, supported by a stable interest rate envilonment, a relatively stable currency, and
improved business confidence and strong private coruumption. According to the World
Bank, Kenya's real gross domestic product is projected to grow by 5.7% in 2019, a slight
decrease from the estimated 5.8% growth experienced in 2018.

Growth in 2018 was driven by favorable harvests, a resilient services sector, positive
investor confidence and a stable macroeconomic environment. Nonetheless, the demand
side shows significant slack with growth driven primarily by private consumption while
private sector investment remains suMued. So far in 2019, a strong pick-up in economic
activity was underway for Q1 of 2019 as reflected by real growth in consumer spending
and shonger investor sentiment.

However, a delayed start to the long rain season (March - May 2019) could affect the
planting season - resulting in poor harvests. In additioru the below average short rains
(October - December 2018) and the ensuing food shortages ac-ross several counties in the
northern part of the counky that has prompted emergency interventions, could impose
unanticipated fiscal pressure constsaining development spending. These developments
have slowed the growth forecast for 2019

National Agenda

The 2019 Budget Policy Statement (BPS) reaffirms the priority poticies and strategies
outlined in "The Big Four" Plan and as prioritized in the Thfud Medium Term Plan of the
Vision 2030. In this regard, the Government has taken decisive steps to hamess the
implementation of various policies and progammes under each of the four pillars namely:
(i) supporting job creation by increasing value addition and raising the manufacturing
sector's share to CDP; (ii) focusing on initiatives that guarantee food securig and nutrition
to all Kenyans; (iii) providing universal health coverage thereby guaranteeing quality and
affordable healthcare to all Kenyaru; and (iv) supporting construction of at least five
hundred thousand (500,m0) affordable new houses to Kenyans.

lmplementation of the policies and programmes under these four pillars is expected to
accelerate and sustain inclusive growth, c"€ate opportunities for productive jobs, reduce
poverty and income inequality and provide a bettrer future for all Kenyans.

Kenya Roads Board Strategy

The Arurual Public Roads Programme (APRP) for FY 2079/20 is aligned to the Bf|S 2019
and will conkibute to maintenance and rehabilitation of roads in the medium term to spur
economic growth and development. Further, the APRP will promote Roads 2000 sbategy
where applicable, through investrnents that utilize more local resources, create lobs, and
thereby support the Govemment's Local Content Policy.

r0
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The Board has continued to implement its five-year Strategic Plan. The Board formulated
a Business Plan for FY 20f8/19, which was extracted from the fiveyear strategic plan. The
deliverables that were set out in the business plan and performance contract for FY 2018/ 19
were achieved.

Specifically, the Kenya Roads Board Fund collections exceeded the estimates; the APRP for
FY 2018/19 was approved and implemented during the year; the Board carried out
monitoring and evaluation of utilization of the KRB Fund; and the internal capacity was
strengthened to ensure effective delivery of the Board's mandates.

Corporate Governance

Strong Corporate Govemance is integral to the Board's long-term success and is essential
in delivering the KRB's strategy. The Statement of Corporate Governance, included in this
report, details the measures that the Board has undertaken to ensure a robust corporate
govemance environment.

Future Outlook

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

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

Acknowledgement

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

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

I look forward to a promising financial year 2C[9/20. God Bless you all.

ql1
Ms.

l/O
MBS DATE
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REFORT OF THE UECUTTVE 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 achieved
its ambitious perfomtance targets set in the annual business plan for FY 2018/2019.

The Road Sector Investment Programme

Although the overall condition of the road network has improved since RMLF was
established, a lot still needs to be done to bring the road network to maintainable condition.

KRB coordinated the preparation of the 2nd Road Sector lnvestrnent Programme covering
the period 2018 - 2022 (RSIP I[) in tine with the requirements of Section 3{(1) of the Kenya
Roads Act,2007. Under the RSIPI, the total road network development and maintenance
requirements over the next five vears were determined. I€IPI was submitted to the PS
lnfrasructure in fanuary 2019 and awaits approval.

Under RSIPll, the target road conditions at the end of RSIP II period was set for all the sub
networks based on the following criteria:

i. tmprove all asphaltic concrete and surface treated roads in poor condition to be in
fair condition; and,50% in fair to be in good condition;

ii. Improve 50% of Gravel and Earth roads in poor condition to be in fair condition;
and, 25% in fair condition to be in good condition; and,

iii. All roads in good condition must effectively be maintained to avoid slipping back
to fair/ poor condition.

Based on the above targets, a total of Kshs 1.033 trillion (against projected budget of Kshs
806 billion) will be required to meet the maintenance and development needs of the road
network over the next S-years. Out of this, Kshs 385.3 billion should be set aside as
maintenance budget for rehabilitation, routine and periodic maintenance works.

Ln order to achieve these targets, RSIPII recommends for an additional budget of Kshs 227
billion over the plan period. RSIPU further estimates the total backlog maintenance is
aPProx. Kshs 500 billion and predicb that the outcome of using only the proiected available
budget over the next five years is that the road network will get worse than the 2018
conditions.

Fuel levy collections have increased significantly since inception. However, the current
collections are still inadequate to cover the road maintenance needs. Therefore, there is
need to source for additional funds for maintenance.

The Government is considering alternative road maintenance financing mechanisms such
as irtfrastructure bonds, public private partnerships, inhoducing levies on motor vehicle
insurance and annual licenses, and levies on outdoor advertisemenb. The current
estimates indicate that some Kshs 60 billion could be generated annually from these
potential sources.

t2
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General Condition of Roads

Over the last fifteen years, the Government has invested heavily in road development and
maintenance. This has resulted in an overall improvement of the road conditions.
The condition of the road network was measured under three separate Road lnventory and
Condition Surveys carried out in 2003, 2009 and 2018. The road network condition has
improved as shown below:

Road Condition Mix (2003 - 2018)

70,495

50,rl()7

2018

2009

o% 1096 20x 3096 40% 50% 60x

aGood uFair lPoor

For RICS 2078, a total ofl,E%knt uure under construchbn

70x 80% 90x 100%

The improvement in general road condition over the years is attributed to the increase in
RMLF allocated to the Road Agencies and the surveillance carried out by KRB on the use
of the RMLF.

Road Reclassification and Roads Inventory and Condition Suruey (RICS)

ln )anuary 2016, the Government adopted a new road classification system and published
the Road Register in the Kenya Gazette. The Road Register forms the basis of assignment
of responsibility for management of various subnetworks to Road Agencies and County
Govemments.

KRB, with funding support from World Bank, urdertook a countywide Road Inventory
and condition survey (RICS) between 2016 and 2018. Under the 2018 RICS, a total of 246,M2
Km roads were inventoried (comprising of 160,993 km of classified roads and 85,049 km of
new roads and narrow roads).

r3
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The classified road network is tabulated below:

Diffennct Ror,d Rcgistu total arc ptoryd linlc undcr LAPSSET cprzidor

The Annual Public Roads Programme (APRP)

As per the Kenya Roads Board Act No. 7 of 7999, KRB has a mandate to oversee the road
network in Kenya and coordinate the maintenance, rehabilitation and development
funded by RMLF and to advise the Minister on all matters related thereto.

Section 19 (a) of the KRB Act requires KRB to r€view, individually, the Arurual Road Works
Progtammes (ARWPs) submitted by Road Agencies and consolidate these ARWPs into an
Annual Pubtc Roads Programme (APRP). During the year, the Board allocated and
released funds in accordance with the Annual Public Roads Programme (APRP).

The APRP FY 2018/2019 was fully funded and the APRP FY 2019/2020 has been compiled.
The APRP futditg reports for FY 2fi8/?fl19 have been published and publicized.

ln addition to furding the APRP, Technical, Performance and Financial audis for FY
zAV/2018 and half year FY 2078/2019 have been conducted. The terms of reference for
audits have been reviewed to include value for money audie and sAff sensitized on value
for money audits. The procurement of the next series of Technical, Performance and
Financial Audits was completed, and the audic are on-going.

Axle Load Conhol

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.

ln order to protect the investrnents in road development and maintenance in Kenya, the
Government is committed to preventing overloaded vehicles plying the roads and has
established weighbridges stations along the highways to monitor compliance with axle
load limib. There is need to extend the axle load monitoring to the rural, urban and county
road subnetworks.

Road Agency
Road Class

Paved
(km)

Unpaved
(km) Total (km)

A&S 4,693 2,824 7,517
B 3,ffio 6,il7 1,0,207

KENHA

Subtotal
KeNHA

8,353 93Tt
17,724

C 3,479 15,623 19,127KeRRA
Subtotal KeRRA 3A79 75,623 19,l2l
U-A tO U_C 921 '1.,367 2,282KURA
SUbtOtAI KURA 921 1"361 2,292

Sub-Total National Trunk Roads 12,753 26,374 39,127
D,E,F, G 4,?37 117,%9 121,806COUNTY

@VERNMENTS Subtotal County
Roads

4,237 717,%9
121,806

Grand total 16,9N 143,yl3 l@,993

l4
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Dr.i^g the year under review, the Board conducted monitoring of axle load control and
submitted the reports to I€ State Departrnent of Infrastructure.

Perf ormance Conkacting

Kenya Roads Board signed the FY 2018/2079 performance contract with the Government
of Kenya through the Ministry of Transport, lnfrastructure, Housing, Urban Development
& Public Works.

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

ISO 9001 :2015 Certification

The Board has been ISO 9001:2008 - Quality Management System (QMS) certified. The
Board was certified in fune 2010, and re-certified in August 2013 and June 2015. The Board
and Staff of KRB endeavor to maintain and continuously improve the effectiveness of its
quaLity management systems that meet the stakeholders' expectations in accordance with
IS0 9001 :2015 requirements.

Following the revision of the ISO Standard from 9001:2008 to 9001:2015, the Board
reviewed its processes during the financial year, and obtained certification for ISO
9001:2015.

Key Result Areas and Future Plans

ln Line with KRB's Vision and Mission, three key result areas which reflect KRB's mandate
have been identified and will be the pillars going forward, as follows:

a) Management of the Road Fund

Proper management of the Road Fund will entail mobilizing resources to meet the current
and future demand for road maintenance, rehabilitation and development for a sustainable
road network and ensuring prudent and sustainable utilization of the Fund. To this end,
KRB shall enhance and safeguard the Road Maintenance kvy Fund, source additional
funds for road maintenance and enlist support from development partners for KRB
ProSranunes.

b) Oversight and coordination of road network

The Kenya Roads Board shall seek to msure that all the roads in Kenya receive
maintenance intervention over the next five years, and in addition increase the length of
roads under maintenance and development by institutionalizing long term planning,
enhancing coordination, monitoring and evaluation of the APRP. Further, KRB shall
Promote cost effectiveness in delivery of road works by enhanchg value for money in the
application of the Fund, promoting the use of appropriate technology and resources in
delivery of roadworks and promoting road safety within the road subsector.

l5
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c) tnstituHonal Capacity

KRB will enhance institutional capacity to keep pace with the demands of the market and
the sector. The key areas for institutional strengthening have been recognized as human
resource capacity, policies, structures and systems and corporate governance. KRB shall
endeavor to implement cross cutting issues in various progratnmes. These issues include
Gender mainstreaming Drug and substance abuse, HtV Aids and Youth Empowerment,
ln recognition of the enonnous potential accruing from technology. focus will remain on
optimizing the use of technology within KRB.

Appreciation

I would like to thank the Board of Directors, Management and Saff of Kenya Roads Board
for their continued support and dedicatioo without which our ambitious objectives could
not have been achieved. I would also wish to extend our gratitude to the Government of
Kenya, the Ministry of Transport, Infrastnrcture, Housing and Urban Development &
Public Worlcs, the National Treasury and Road Agencies for their cooperation and
support.

Finally, I would like to thank all axpayers and stakeholders, and assure them of our shong
commitrnent to deliver outstanding value to Kenyans as a whole.

q %11
ENG. Z. RUWA, OGW TE
EXECUTTVE DIRECTOR
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CORPO RATE GOVERN ANCE STATEMENT

1. Inhoduction

The Board of Directors recognizes the importance of applying the highest standards of
corporate Sovernance as a key contributor to its long term success, long terrr 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 zuccess of KRB while taking into account
the interest of stakeholders.

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

2. The Board

Board Size and Composition

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

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

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

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

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

The Executive Director's position is fitled through pubtic advertisement. The Executive
Director is appointed by the Board in consultation with the 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 Segaration of Roles & Responsibilities

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 rurfettered
powers of decision making. Their roles have been documented and are expected to be
independent and free from conflict upon appointrnent.

The Chairman provides overall leadership to the Board without timiting the principles of
collective responsibility for Board's decisions. The Chaimran builds an effective board and
sets the board agenda in consultation with the Secretary/Executive Director and ensures
effective communication to stakeholders.

The 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 strategy to the Board and implements it and makes operational decisions. Noting that
the position also doubles as the secretary to the Board, the Executive Director ensures
appropriate and timely information flows within the Board, its c.ommittees and
management.

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

Board Responsibilities

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

The Board is charged with the following responsibilities:-

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

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

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

d) tdentify 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 integrity of the intemal conhols, acquisition
and divestures, management information systems including compliance with applicable
laws and regulations;

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

o Retnining full and effectiw antrol otxr KRB, and ntonitoring management in
intplenrcating Bmrd plnns and stmtegies;

Ensuring etldcal belnuior and conrylinnce with relannnt Imus and regulntions, audit
and nccounting principles, flnd KR8's own gouerning docuntents and C-ode of
Etltics; nnd

Defining lavls of nnteiality, rexnting spcifc powers to tltc Bmrd and dclcgnting
otler mntters with tlrc necessory uittcn authority to nunagenunt and instituting
efectiw meclnnisms tlnt enstre Bmrd respnsibility for nnnagentent prfonnance
of its functions; o,nong otlur nnnfuttes and responsibilities as stipulated in tlu
Kenyn Roads Board Act.

Meetings 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 meetings throughout the year and
supplementary meetings are held as and when necessary. In case of non-attendance due to
other commitsnents, such information was commtrnicated to the chair prior to the date of
the scheduled meeting.

FY 2mqrzorg

REGULAR BOARD MEETINGS Meetings
Attended Vo Attendance

MONIKA SOLANKI 74 100%
CHARLESTIROK 8 57%
ENG.IOHN NYAGUTI 13 93%
THEODORA GICHANA (INSPECTORATE) 7 50%
MARY WAMBUGU 12 86%
},IICHAEL KARANJA t2 86%
WIISON N. KAMAU 14 100%
ALFRED KITOLO 11 79%
ONDERI ONTWEKA 5 36%
PAUL KING'ORI 13 93%
RITA KAVASHE, MBS 13 93%
NEivIWEL MOTANYA 4 29%

IAMES MWANZIA 10 77%
ABEDNE@ ETYANG 5 36%

Total Number of Meetings held during the year 14

(

o

o
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FY 2mq2me

HR & MANAGEMENT COMMITTEE Meetings
Attended 7o Attendance

MONIKA SOLANKI 4 100%

ALFRED KITOLO 3 75%

CPA CHRLESTIROK 0 0%

MICHAEL KARANIA 4 100%

MR.IAMES MWANZIA 2 s0%

THEODORA GICHANA 1 25%

MR. NEMWEL MOTANYA 1 25%

ABEDNECO ETYANG 1 ?5%

Total Number of Meetings held duringthe year 4

FY 2uq20re

FINANCE COMMTTTEE Meetings
Attended % Attendance

CPA CHARLESTIROK 3 75%
MR.IAMES tvfVVANZIA 3 75%
ENG. JOHN I..TYAGLITI 3 7s%
MR. ALFRED KITOLO 4 100%
MR. ONDERI ONTWEI(A 1 25%
MR. PAUL KINCORI 2 50%
THEODORA GICHANA 1 25%

Total Number of Meetings held during the year 4

FY 201q20re
AI,'DIT &
COMMITTEE

RISK MANAGEMENT Meetings
Attended

o/o Attendance

MARY WAMBUGU 5 100%

ALFRED KMOLO 1 20%

MONIKA SOLANKI 4 80%

ABEDNECO ETYANG 1 20%

NEMWEL MOTANYA 2 40%

WITSON KAMAU 5 100%

THEODORA GICHANA 1 20%

Total Number of Meetings held during the year 5
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FY 2uq/2m9

TECHNICAL COMMITTEE Meetings
Attended

o/o Attendance

PAUL KIN@RI 3 75%
MARY WAMBUGU 3 75%
ENG.IOHN NYAGTJIT 4 100%
MICHAEL KARANIA 4 100%
WIISON KAMAU 4 100%

Total Number of Meetings held during the
year 4

Board Committees and Responsibilities

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

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

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

The Board Commiftees are Audit & Risk Management, Finance, Human Resour,ces and
Management and Technical. The responsibilities and attendance of meetings during the
year is as summarized below:-

Finance Committee

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

The responsibilities of the committee are as follows:-

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

(h) Review of funds utilization and absorption

Audit & Risk Management Committee

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

The committee has the following responsibilitiesr

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

management has fuII regard to internal audit recommendations.

In particular, the Audit and Risk Management Committee shall be responsible for the
review of the following areas:-

Risk Management and Compliance
lnternal Audit
External Audit

Human Resources and Management Committee

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

Specificatly the committee is responsible for the following:-

(a) Setting the policies and strategic direction of the organization;
(b) Review the Strategic Plan and the Business Plan for approval by the Board;
(c) Monitoring the implementation of the Strategic Plan;
(d) Evaluation of the performance of the organization, Executive Directoc saff and
departments;
(e) Negotiating the annual performance Contractbetween KRB and the Ministry of Roads;
(Q Reviewing of the organization structure of KRB;
(g) Reviewing KRB's staff terms and conditions of service;
(h) Reviewing the varions management policies aimed at enhancing saff performance;

Technical Committee

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

Specifically the committee is responsible for the followingr

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

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

(a)
(b)
(c)

22

(



)
KENYA ROADS BOARD FUND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 2019

c) Coordinate/Monitor implementation of road maintenance programmes;
d) tmplementation of the Road Sector Investrnent Programme;
e) Research and Development in Roads sub sector;

0 R2000 Strategy;
g) Road Maintenance Management System(RMMS); and
h) Advising the Cabinet Secretary on Road maintenance policies.

3. Remuneration of the Board

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

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

4. Directors Induction and Trainint

The Board develops induction and training programs designed to introduce new directors
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 Effectiveness and Evaluation

In order to assess and improve the capacity, functionality and effectiveness of the Board
and its comrrittees, an arurual evaluation is undertaken in accordance with the widely
accepted principles of corporate govemance.

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

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

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

6. Conflict of 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
length and with integrity. The Board provides effective leadership based on ethical
foundation and ensures all deliberations, decisions and actions are based on the Boards'
core values underpinning good governance.
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The Board has developed a Code of Conduct and Ethics Manual whose aim is to enhance
relationships and fostering teamwork among board members and staff and to build
resPect, confidence and credibility with its citizens. The Code provides guidance to its
members regarding ethical and behavioral considerations as they address their duties and
obligations during their appoinunent and their term in KRB.

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

At the begiffting of the financial year, all directors and employees signed a declaration of
interest fomr declaring that they will disclose any interest that conflicts or possibly may
conflict with the interests of the Board. At the coulmencement of any business to be
transacted, all directors/staff are required to declare their interest, if any.

All staff and directors declared their wealth as required to the Public Service Commission.

Drring the year, the directorsandemployees demonstrated theircommitrnent to thepublic
service through professionalism, integrity, moral and ethical requirements, conflict of
interest, and political neutrality through compliance with relevant laws as evident from
the legal audit, internal audit, and extemal audit reports presented to the Board.

24
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CORPORATE SOCIAL RESPOSTBILITY STATEMENT

Introduction

The Board works wittr its staff and stakeholders to enrich public/community Life and
participate in charitable proiects. 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 Cabinet Secretary on the impact of road development programmes there is need
for such advice to be conthuously 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 gaps in the road subsector.

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

Roads 20m (R20m) Strategy

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

KRB coordinates the R2000 strategy in the country to promote the use of the local
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 proiects. The strategy has been in
place for approximately two decades during which it has had great impact in
providing part-time employment opportunities to the marginalized groups such as
women, youth and people living with disabilities. The strategy has also facilitated
the training of several small to medium scale contractors on local resource-based
methods.

Standard Chartered Marathon

KRB staff and families participated in the 2018 Standard Chartered Marathon. The
Marathon is the flagship project for the Sandard Chartered Banks' "seeing is Believing"
community imitative that aims to raise funds for the needy in the community.
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To ensure sustainabilig, the annual Standard Chartered Marathon now forms an
imporbnt part of the Board's calendar as the Board 'shares vision' with needy and
disadvantaged persons.

Protecting the Environment

Environmental Conservation is one of the enablers to the Social Pillar in the country's
economic blue print'Vision 2030'. Road proiects have the potential of damaging the natural
resources upon which economies are based. The environment is the resource base for
materials used in road constmction. [t assimilates road construction waste, hence affecting
the lifespan of roads.

To minimize the negative environmental impact, the Board requires the Road Agencies to
factor in mitigation measures at the planning sta8e, during and after construction for all
rehabilitation and periodic maintenance projects. These measures include control of soil
erosion through construction of gabions, tree planting covering and enhancing borrow
pits to provide water catchment areas for use by local residents.
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REPORT OF THE DIRECTORS

The Directors have the pleasure of presenting their report together with the audited
financial statements for the year ended 30th June 2019 which show the state of the Board's
affairs.

PRINCIPAL ACTTVITIES

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

RESULTS

The results for the year ended 30th fune 2019 are set out on page 32 to 52.

DIRECTORS

The Board of Directors who held office durhg the year is shown on pages 8.

In accordance with Section 7$l of the Kenya Roads Board Act, 1999 'tlu Clnirnnn ond
ntembers of tllc Burd, other tlnn exofuial manbrs dnll lold ofie for a priod of thru years front
tlu dnE of appoinhnentbut slnll}r. eligible ftr rcappinhuent for one lurtlcr Erm of apoiod not
exruding thrce yuvs.' The appointrnent and vacation of office of any member of the Board
shall be in actordance with Section 2 of the Second Schedule to the Kenya Roads Board
Act,1999.

FINANCIAT 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.

AUDTTORS

The Auditor General is responsible for the statutory audit of the Board's books of account
in acrordance with Sections 14 and 39 (i) of Chapter 12 of the taws of Kenya, Public Audit
Act,2015.

BY ORDER THE BOARD

q ?D11q

ENG. RUWA, OGW
SECRETARY TOTHE BOARD

DATE

27



KENYA ROADS BOARD FUND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OftI JUNE 2019

STATEMENT Or THE BOARqS RESFONSIBTLITTES

The Kenya Roads Board Act, 1999 requires the Board to prepare financial statements of
each financial year which give a true and fair view of the state of affairs of the Roads Board
as at the end of the financial year and of the Board's operating results for that year. It also
requires the Board ho ensure that the Roads Board k*pu proper accounting records which
disclose with reasonable acouacy at any time the financial position of the Board and to
ensure that the Financial Statements comply with the enabling Act. They are also
responsible for safeguarding the assets of the Roads Board and taking reasonable steps for
prevention and detection of fraud and other irregularities.

The Board accepts resporsibility for the financial statements which have been prepared
using appropriate accounting policies supported by reasonable and prudmt judgmens
and estimates, in conformity with Intemational ftrblic Sector Accorurting Standards and
the requirements of the Kenya Roads Board Act. The Board is of the opinion that the
financial satemenE give a tnre and fair view of the state of affairs of the Roads Board and
of its financial performance. The Boad further accepb responsibility for the maintenance
of accorrnting records wNch may be relied upon in the preparation of the financial
statements, as well as designing, implementing and maintaining intemal controts relevant
to the preparation and fair presentation of the financial statements that are free from
material misstatements.

The Board is required to prepare the financial staEments on a going conc€rn basis unless
it is determined that afcr the reporting perid, the Board intends to liquidate or cease it
activities, or that it has no realistic alternative but to do so. NoEdng has come to the
attention of the Board to indicate Orat Kenya Roads Board will not remain a going concern
for at least the next twelve months from the date of this statement

Approval of the Finenciel Statemens

Kenya Roads Board's Financial Statements were approved by the Board on 3',r September
2019 and signed on its behalf by:

Ms. RIT V ENG. RUWA" OGW

KENYA
EXECUTTVE DIRECTOR
KENYA ROADS BOARD

oIolDArE: tllltl DATE: %t1

CPA CHARLES TIROK
DIRECTOR
KEI\nrA ROAE BOARD

DArE: 111/11
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REFORT OF THE INDEPENDENT AI,'DITORS
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NAIROBI
OFFICE OF THE AUDITOR.GENERAL

En ha nc in g Ac c oun t a b i I i ty

REPORT OF THE AUDITOR-GENER.AL ON KENYA ROADS BOARD FUND FOR
THE YEAR ENDED 30 JUNE,201g

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Kenya Roads Board Fund
set out on pages 32 to 53, which comprise the statement of financial position as at
30 June, 2019, statement of financial performance, statement of cash flows,
statement of changes in net assets and the statement comparison of budget and
actual amounts 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 and Section 35 of the Public Audit Act, 2015. I

have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, the financial statements present fairly, in all material respects, the
financial position of Kenya Roads Board Fund as at 30 June, zo1rg, and of its
financial performance and its cash flows for the year then ended, in accordance
with lnternational Public Sector Accounting Standards (Accrual Basis) and comply
with the Kenya Roads Board Act, Cap 408 of the laws of Kenya.

Basis for Opinion

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

Key Audit Mafters

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

Reprt of the Auditor-General on Kenya Roads Board Fundfor the year ended 30 June, 20t9
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PU
RESOURCES

I
BLIC

Conclusion

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

Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires
that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information
reflected in the financial statements are in compliance, in all material respects, with
the authorities that govern them. I believe that the audit evidence I have obtained
is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS
MANAGEMENT AN D GOVERNANCE

OF INTERNAL CONTROLS, RISK

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 overall governance were
not effective.

Basis for Conclusion

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

Responsibilities of Management and 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 maintaining effective internal control as
Management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error
and for its assessment of the effectiveness of internal control, risk management and
overall governance.

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue to sustain services, disclosing, as applicable, matters
related to sustainability of services and using the going concern basis of accounting

Regtrt of the Auditor-Gencrul on Ken.ya Roud.s Bourd Fund.lbr the .year ended 30./une. 2019
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unless Management is aware of the intention to terminate the Fund or to cease
operations.

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

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

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

Aud itor-Ge neral's Responsibi I ities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud
or error, and to issue an auditor's report that includes my opinion in accordance with
the provisions of Section 48 of the Public Audit AcL,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 overall governance
processes and systems in accordance with the provisions of Section 7(1)(a) of the
Public Audit Act, 2015 and submit the audit report in compliance with Article 229(7)
of the Constitution. My consideration of the internal control would not necessarily
disclose all matters in the internal control that might be material weaknesses under
the lSSAls. A material weakness is a condition in which the design or operation of

Report ofthe Auditor-General on Kenya'Roads Board Fundfor the year ended 30 June, 20t9
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one or more of the internal control components does not reduce to a relativety iow
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.

a

a

a

a

a

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

conclude on the appropriateness of the Management's use of the 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 Fund's 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. My
conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Fund to continue as
a going concern or cease to sustain its services.

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

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

Perform such other procedures as I consider necessary in the circumstances

a

Report ofthe Auditor-General on Kenya Roads Board Fundfor the year ended 30 June, 20t9
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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.

ncy
AUDITOR.GENERAL

Nairobi

16 July,2021

Report ofthe Auditor-General on Kenya Roads Board Fundfor the year ended 30 June, 20t9
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KENYA ROADS BOARD FUND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH IUNE 2019

STATEII{ENT OF FINAIYCIAT PERTORMAI{CE
FOR THE YEAR ENDED:T'TII IUNE 2M9

The notes on pages 37 to52 form an integral part of these financial statements.

2018fle 20vn8
Note KShs'000 KShs'Ofi)

Receipts 8 78,024,952 73,744,832

Disbursements 9 (68,995,000) (63,473,6001

Net Assets Available for Dishibution 9,028,952 10271,232

32
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KENYA ROADS BOARD FUND
FTNANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH IUNE 2019

STATEMENT OF FINAI{CIAL FOSITION
AS AT:IIIH ILJNE An9

The notes on Pages 37 to52 form an integral part of these financial statements.

The financial statements on pages 32 to 52 were approved and authorized by the Board of
Directors and signed on its behalf by:

q/q/t 1
Ms. V DATE

1
CPA RASHID MOHAMED, MBS (ICPAK No.4801) DATE
GENERAL AGER FINANCE

ENG.I A, OGW

ASSE'TS

CURRENT ASSETS
Cash and Cash lquivalents

20,,748
Note KShs'000 KShs'000

10 33,699,359 37,324,2U
TOTAL ASSETS 33,699358 3,-324284

LIABIUTIES

CURRENT LIABITMIES
l1 24,670,407 1,883,059

TOTAL LIABILITIES 24,670,407 rr$,059

TOTAL NET ASSETS 9,028.932 29,t4,,224

NET ASSETS

Net Assets Available for Diskibution t2 g,o2g,g52 29,4J.L,224

TOTAL NET ASSETS 9,028,952

EXECUTIVE DIRECTOR
DA

33
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KENYA ROADS BOARD FUND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 2019

a

STATEMENT OF CHTUTIGES IN NET ASSETS
FOR TITE YEAR ENDED 3IOI'' IUNE Z}19

The notes on pages 37 to52 form an integral part of these financial statements.

207Vt9 2017n8
Note KShs'000 KShs'000

Net Assets, as at 1" Iuly t2 29,{d1224 19,169,992
Collections in the yean
Road Maintenance Levy 8 78.024.952 73.7M.832
Funds aaailnble ,'w,466,176 92,914,824
Disbursements of Funds 9 08.437.224\ (63.473.600)

Net Assets, as at 30.h Iune t2 9A2EA52 29,Ml,224
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KENYA ROADS BOARD FUND
FINANCTAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 2019

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 3UrH IUNE 2O[9

The notes on pages 37 to52 form an integral part of these financial statements.

201qRe 20t7/,.8
Note KShs'000 KShs'000

CASH FLOWS FROM OPERATING ACTIVMIES

Net Cashflows from/ (to) operations 13 31.,876,299 (9,490,2471
Disbursements of prior year funds (29,44'1,,224)

Net cash from/(to) operating activities 2375,V74 (9,4902411

NET INCREASVPECREASE) IN CASH AND
CASH EQUTVALENTS 2375,W4 (9,490,2411

MOVEMENT IN CASH AND CASH
EQUTVALENTS:
At the beginning of the year 3'1.,324,2U 40,8't4,525
Net increase/(decrease) in cash and cash equivalents 2,375,074 .Y,+W
At the end of the year 10 33,699359

35
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KENYA ROADS BOARD FUND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH IUNE 2019

STATEMETUT OF COMPAruEON OF BT'DGET AND ACTUAL AMOI,'NTS
FOR IIIE YEAR EI{DED SUTH TUNE Zn9

Budgct Ndec:

The variance in receipts of Kshs 9.029 billion (13%) is attributed to improved performance
of the Kenyan economy.

BUDGET ACTUAL VARIANCE VARIANCE
20,.Vt9 201M9

KShs'000 KShs'000 KShs'000 %

Receipts

Road Maintenance Levy 68,996,000 78,024,952 9,028,952 13%

Total Receipts 6E,996,000 78.tr24,952 9,029,952 130/r,

Disbursements (68,996,000) (68,996100) 004

Net Assets 9,428,952 9,028,952
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KENYA ROADS BOARD FUND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH IUNE 2019

NOTES TO THE FINAIICIAL STATEMENTS

1.0 GENERATINFORMATION

Kenya Roads Board (KRB) is a state body corporate established under Chapter 408 of the
laws of Kenya'Kenya Roads Board Act' which came into effect under Legal Notice No. 7
of 199. The Board is domiciled and operates within the Republic of Kenya.

As stipulated in the Kenya Roads Board Act, 1999 "Tlu object and purpox for uliclr tle Bmrd
is estahlislwd is to oaer*e tlu rmd nehwrk in Kenya and mordinate tle nmintenance, relnbilitation
nnd daelopntent fimded by the fund and to adoiv tlv Minister wsponsible for nntters prtnining
to rmds on all nntters relnted tlureto."

LO STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

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

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

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

ADOPTION OF NEW AND REI'ISED STAITIDARDS

Relevant new standards and amendments to published standards effective for
the year ended 30 june 2019

Standard Impect

IPSAS 40:

Public Sector

Combinations

Applicable: lst Januara 2019

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

combinations and combinations arising from non-exchange

transactions are covered purely under Public Sector combinations
as amalgamations.

3.0

l.
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KENYA ROADS BOARD FUND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH IUNE 2019

ii. New and amended standards and interpretations in issue but not yet effective in
the year ended 30 |une 2019

Standerd Effective date rnd imprct:
IPSAS 4I:
Financial

Instruments

Appliceble: I't January 2022:
The objective of TPSAS 4l is to establish principles for the financial

reporting of financial assets and liabilities that will present relevant

and useful information to users of financial statements for their
assessment of the arnounts, timing and uncertainty of an entity's
future cash flows.

IPSAS 4l provides usem of financial statements with more useful

information than IPSAS 29, by:

. Applying a single classification and measurement model for
financial assets that considers the characteristics of the asset's

cash flows and the objective for which the asset is held;

. Applying a single forward-looking expected credit loss

model that is applicable to all financial instrumens subject to
impairment testing; and

. Applying an improved hedge accounting model that

broadens the hedging arrangements in scope of the guidance.

The model develops a strong link between an entity's risk
management strategies and the accounting treatment for
instruments held as part of the risk management strategy.

IPSAS 42:
Social Benefits

iii. Early adoption of standards

The entity did not early - adopt any new or amended standards in year 2O1I8/2llg.

38

Applicable: l'r Januery 2022

The objective of this Standard is to improve the relevance, faithful
representativeness and comparability of the information that a

reporting entity provides in its financial statements ahut social

benefits. The information provided should help users of the financial
statements and general purpose financial reports assess:

(a) The nature of such social benefits provided by the entity;
(b) The key features of the operation of those social benefit schemes;

and

(c) The impact of such social benefits provided on the entity's
financial performance, financial position and cash flows.
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KENYA ROADS BOARD FUND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH IUNE 2019

4.0 SI,JMMARY OF SIGNMCAIVT ACCOI,'NTING FOTICIES

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

(a) Stetarcnt of Conpliane

The financial statements for the year ended 30'h June 2016 have been prepared in
accordance with and comply with Intemational Public Sector Accounting
Standards (I[5AS) as issued by Intemational Public Sector AccountingStandards
Board (IPSASB), the Public Finance Management Act, 2012, pubLic Audit Act,
2015 and Kenya Roads Board Act.

For the Public Finance Management Act, 2012, public Audit Act, 2015 and Kenya
Roads Board Act reporting purposes, in these fhancial statements the "balance
sheet"/ "statement of assets and tiabilities" is represented by and is equivalent to
the statement of "financial position" and the "profit and loss account"/
"statement of income and expenditure" is presented in the statement of "financial
performance".

ft) BasisofPrcpntion

The financial statements have been prepared under the historical cost convention,
unless otherwise stated. The financial statements are presented in the functional
currency, Kenya Shillings (Kshs.), and all values are rounded to the nearest
thousands (Kshs.'000) except when otherwise indicated.

(c) Ptwntatioa of Ffuanciel Staternants

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

The Board classifies ib 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 1st July 2010, Kenya Roads Board adopted the IPSAS 1 on Presentation of
Financial Statements. In previous yeaIs the financial statements were prepared in
accordance with the Lntemational Financial Reporting Standards (IFRSs). The
change was necessitated by the reporting standards on public entities which are
not Govemment Business Entities (GBE) as defined and required by II5AS 1-

'Ptz*ntntion of Financial Stnbnents' which states that the scope of application is
for'all public vctor entities otler than c-annrnnent Busdness Enterprixs' . 

-
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FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH IUNE 2019

NOTES TO TIIE FINANCIAL STATEIVIEhITS (Continued)

@) Budgctlnlonntiott

Intemational Public Sector Reporting Standards allow for non-didosure where
(a) an entity is not required to disclose its budget information publicly and (b) the
entity has elected not to present its approved budget publicly,

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

k) Frrltctlotlr,lCutrarr,lc5

(l) Rmcdon t and Prescot tion Currenry

The financial statements are presented in the functional currency, Kenya
Shillings (Kshs.), which is the Board's presentational orrency. The financial
information is rounded to the nearest thousands (Kshs.'000) except when
otherwise indicated

(fi) TnnrrtloncendBalerrcc

a) Translatisr of Foreign Currencies

Transactions in foreign currencies during the year are converted into the
functional anrency using the prevailing exchange rates ruling at the dates
of the transactions. Asseb and liabilities denominated in foreign
currencies have been translated at the mean rates of exchange ruting at
the end of the reporting period.

The foreign flrrrency exchange gains and losses resulting from the
settlement of such transactions and from the translation at year end
exchange rates of monetary assets and tiabilities denominated in foreign
currencies are recognized through the statement of financial performance
in the year in which they arise.

b) Trarula6qr of Foreign Qpera6ons

The Board does not have any foreign operations.

(fi RaauuRaogitioa

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

lnterest income from all interest bearing financial instrumene is recognized in
the Statement of Financial Perforurance on acrrual basis using the effective
interest method.

Other incomes are recognized as they accrue unless the collectability is in doubt.
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KENYA ROADS BOARD FUND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH IUNE 2019

NOTES TO THE FINAI{CIAL STATEMENTS (Continued)

q) C"th etd Casft F4ioalanb

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

(h) Reccioabbs

Receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They arise when the Board
provides money or services directly to a debtor with no intention of trading the
receivable.

Receivables are amounts due from the Kenya Roads Board Fund which are
accrued in the ordinary course of business and there is no intention of trading the
receivable.

Receivables are recognized initially at the fair value (transaction price/ carrying
value less any discounts). They are subsequently measured at amortized costs
using the effective interest method less provision for impairment.

A provision for impairment of receivables is made when there is obfective
evidence that the Board will not be able to collect all amounts due according to
the original terms of receivables.

The carrying value less discouns and any impairment provision of impairment
is assumed to approximate their fair values. For financial instruments such as
short term receivables, no disclosure of fair value is required when the carrying
amount is a reasonable approximation of fair value.

Receivables are classified as current assets if payment is due within one year or
less (or in the normal operating cycle of business, il longer). [f not, they are
presented as non-current assets.

0 Payabbs

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

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

4l
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NOTES TO THE FINAI{OAI STATEMEYTS (Continued)

Payables are classified as current liabilities if payment is due within one year or
less (or in the normal operating cycle of business if longer). [f not, they are
presented as non<urent liabilities.

$) lmpiment of No*fitunciel Asrcts

At each reporting period end, based on intemal and extemal sources, the Board
reviews the carrying amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered an impairment
loss. [f any such indication exists, the recoverable amount of the asset is estimated
in order to detennine the extent of the impairment loss.

Where it is not possible to estimate the recoverable amount of an individual asset,
the Board estimates the rccoverable value of the asset.

Any impairment losses are recognized as an expense in the Statement of Financial
Performance whenever the carrying amount of an asset exceeds its recoverable
amount. Where an impairment loss subsequently reverses, the carrying amount
of the asset is increased tro the revised estimate of its recoverable amount. A
reversal of impairment loss is timiM to the assets carrying amount that would
have been determined had no impairment loss been recognized in prior years. A
reversal of an impairrnent loss is credited to the Statement of Financial
Performance in the year reversals are recognized.

k) Prooistorrs

Provisions are recognized when the Board has a present obligation (legal or
constructive) as a result of a past event, it is probable ttrat the Board wiII be
required to settle the obligation. and a reliable estimate can be made of the
amount of obligation.

The amount recognized as a provision is the best estimate of the consideration
required to settle the present obligation at the reporting period end, taking into
account the risks and urrcertainties surrounding the obligation.

(l) Gunnttq, rlcccptatw and kttas ol Ct dit

Guarantees are actounted for as off statement of financial position transactions
and disclosed as contingent liabilities.

fu)Srb*quent Eoqrts

There have been no subsequent events that would have an impact on the financial
statements for the year ended 30th June 2019.
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KENYA ROADS BOARD FUND
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 2019

NOTES TO THE FIIrlAIVcIt{t STATEMEhITS (Continucd)

(n) Comprutioa

Except otherwise required, all amounts are reported or disclosed with
comparative information. Where necessary, comparative figures have been
adjusted to conform to changes in presentation in the current year

s.0 SIGNIICANT IUDGEVTE{TS Ar{D SOURCTIi OF ETiTIMATION
UNCERTNNTTY - (CRITTCAL ACCOLJNTTNG ESnMATES, IUDGEIIIEITITIi
AND ASSLJMPTIONS)

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

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

The key areas of iudgments and sources of uncertainty in estimadon are as set out
below:

(a) Criticelladgmatts inepVlyingthe Burts plicirr

tn the process of applying the Board's accounting policies, iudgments have been
made in determining:-
- Whether the assets are impaired;
- The classification of financial assets;
- The going concern.
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NfiES TO THE FINANCIAL STATEMENTS (Continued)

(U Crittcal Accoutlag F,rltttilatrr ad Asstotrptiotts

(l) Contkgctrt Llahlittr

t

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

The Directors evaluate the status of these exposures on a regular basis to assess
the probability of the Board incurring related liabilities. However, provisions
are only made in the financial statements where, based on the directors'
evaluation, a present obligation has been established.

(iO Prooicforz lor Doubtfil Dcbfs

The organization reviews ib receivables porUolio to assess the likelihood of
impairment Provision for impairment of receivables is established when there
is objective evidence that the Board will not be able to collect all amounts due.
Where necessary, an estimation of the amounts irrecoverable is made in that
year. Provision for impairmentshall be recognized upon approval by the Board
of Directors.

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

$o) lnplnnantl,ocsrc

At each reporting period end, the Board reviews the carrying amonnS of its
tangible and intangible assets to determine whether there is any indication that
those assets have suffered an impairment loss. U any such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of
the impairment loss.

Where it is not possible to estimate the recoverable amount of an individual
asset, the Board estimates the recoverable value of the asset. Any impairment
losses are recognized as an expense immediately. Where an impairment loss
subsequently reverses, the carrying amount of the asset is increased to the
revised estimate of its recoverable amount. A reversal of an impairment loss is
recognized as income immediately.

5.0 SEGMENT RENORTING

The Board does not have any branches/reporting segments. All the operations of the
Board are managed from the registered office. The core business of the Kenya Roads
Board continues to be management of the Kenya Roads Board Fturd together with
other mandates as stipulated in the Kenya Roads Board Act.

44
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FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH IUNE 2019

NOTES TO THE FINAI{CIAL STATEMENTS (Continued)

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

7.O FTNANCTAt RrSK MANAGEMENT OBIECTTVES AI{D FOTICIES

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

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

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

o The Board's risk appetite and parameters;
o The Board's risk matrix that highlights the rating of risks;
o The structure of managing risks and accountabilities
o The processes, procedures and reports that manage risks;
o The mitigating factors, prevention, contingency plans and controls.

The Board's core business involves maior 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 obiectives.

b) Sbategic risk is a significant trnexpected or unpredictable change or oukome
beyond what was factored inbo the organization's sbateg'y and business model
which could have an impact on the entity's performance.

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

One of the key risks the Board has identified in both the operational and strategic
areas is the sustainability of the Road Maintenance Levy in line with the Constitution.
Financial risk as defined in IPSAS 15 and the management thereof, form part of this
risk area.
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NOTES TO TIIE FINANCIAL STATEMENTS (Continued)

The Members of the Board have the overall responsibility for the establishment and
oversight of the Board's risk management framework. The Board has delegated its
risk management to the'Audit and Risk Comntittee'. One of the responsibilities of
this committee is to review risk management strategies in order to ensure business
continuity and zurvival. Most of the financial risks arising from financial transactions
and processes are managed by the'Finance and Planning Committee' of the Board.

The Board's exposrue to risks, its obiectives, policies and processes for managing the
risk and the methods used to measure it have been consistently applied in the years
presented, unless otherwise stated. The Board aims therefore to achieve an
appropriate balance between the risk and retum and minimize potential adverse
effecB on its financial performance.

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

d LlquldltyRtslr

Uquidity risk is the risk that the Board will not have sufficient financial resources
to meet its obligations when they fall due or will have to do so at excessive costs.
This risk can arise from mismatches in the timing of cash flows from revenue and
capital/ operational oufflows, asseb and tiabilities according to their maturity
profiles and can occur where cash flow streams have been discontinued, etc.
Funding risk arises when the necessary liquidity to fund illiquid asset positions
cannot be met at expected terms and when required.

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

o Proiecting cash flows and considering the cash required and optimizing the
short temr requirements as well as the long term funding,

o Maintaining balance sheet liquidity ratios,
o Mainaining/soliciting a diverse range of funding source with adequate back

up facilities,
. Managtng the concentration and profile of debt maturities, where applicable,

o Maintaining liquidity and funding contingency plans.

The table shows the undiscounted cash flows on the Board's financial assets and
liabilities on the earliest possible contractual/maturity date. The liquidity ratio in
FY 2018/19 is 1.37 (F,Y 2077/18: 16.6)
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The obiective of the liquidity and funding management is to ensure that all
foreseeable operational, capital and loan commitrnent expenditure can be met
under both normal and stressed conditions and the mismatch is controlled in line
with allowable risk levels.
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NOXES TO TIIE FINANCIAL STAIEMENI'IS (Cotinao.d)

Note 2Vwre 2017/,:8
Financial Assets KShs'0fl) KShs'000
Cash & Cash Equivalents 8 33.699.358 37324.2U
Total Financial Asseb 33,69935E 313242&L
Financial Liabilities
Payables 9 24,670,407
Totd Financial Liabilities 24,670,$n
NE;r LIQUIDITY 9,029,952
LrQUrDrrY RATIO lJZ 166

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

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

a) Market Risk

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

0 Currency Risk

The currency risk is minimal as most of cash and cash equivalents held with
banks are dominated in Kenya Shitlings.

(ii) Price Risk

The Board collects IGhs. 18 per litre of diesel and petrol imported into the
counhy. The Board is exposed to the extent that the levy on diesel and pehol
is reduced or eliminated due to changes in the international fuel prices,
inflation or other macro indicators.

The Road Maintenance Levy is backed up by an Act of Partiament and
changes thereof require approval by Parliament.

(iii) lnterest Rnte Ris&

The Board's financial condition may be adversely affected as a result of
changes in interest rate levels. The interest rate risk is minimal as the Board
does not have any borrowings.
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b) Operutional Ris&

Operational risk is the risk of direct or indirect loss arising from a wide variety of
causes associated with the Board's processes, perrcnnel, technology and
infrastmcture and from external factors other than credit, market and liquidity
risks such as legal and regulatory requirements and generally acceptable standards
of corporate behavior.

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

The Board's objective is to manage operational risk so as to balance the avoidance
of financial losses and damage to the Board's reputation with overall cost
effectiveness and to avoid control procedures that restrict initiative and creativity.

The primary responsibility for the development and implementation of controls to
address operational risk is assigned to senior nranagement. The responsibility is
supported by the development of overaU standards for the management of
operational risk in the following areas:-

o Requirements for appropriate segregation of dudes, including the
independent authorization of transactions;

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

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

action;
o Development of Business Contingency Plans;
o Training and professional developmenb
o Ethical and business standards; and
o Risk mitigation, including insurance where it is effective.

Operational risks are documented in the'Framework for Management Control' and
are managed by the lntemal Audit function established to spearhead and coordinate
risk management activities. The measures taken include proactively identilying,
analyzing and mitigating risks in all facets of the business.

c) Compliance and Regulatory Rrs&

Compliance and regulatrory risk includes the risk of non-compliance with regulatory
requirements. The Board has complied with all extemally imposed requiremenb
throughout the year.
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d) Legal Risk

Legal risks is the risk of unexpected loss, including reputational loss, arising from
defective transactions or contracb, claims bei.g made or some other event resulting
in a liability or the loss for the Board, failure to protect the title to and inability to
control the rights to assets of the Board (including intellectual property righ$,
changes in law, or iurisdictional risk.

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

E.O RECEIPTS

20rE/r9 20tr7nE
KShs'000 KShs'000

Road Maintenance Levy
lnterest lncome
Total Operating Revenue __ZEA2J.952 7A7s&12

98,677

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

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

9.0 DISBURSEMENTS OF FUNDS

The Board allocates funds to the road agencies in accordance with the allocation
criteria set out in the Kenya Roads Board Act, 1999, and in line with the Constitution
of Kenya, 2010 which includes funding to County Governmenb as shown below:

EffectiveJuly 2015, the Board began collecting funds for the Roads Aruruity Program.
Based on the above criteria, the Board disbursed funds as follows during the year:

155

Road-Agency: Particulard Class of Roads Allocation
Kenya Roads Board Administration 2%
Kenya National Highways Authority National Trunk Roads 40%
Kenya Rural Roads Authority National Rural Roads 22%
Kenya Urban Roads Authority National Urban Roads 10%
Kenya Wildlife Service Park Roads 1%
County Governments County Roads 15%
Allocation by Kenya Roads Board/Ministry Development of Roads 10%
Totd f00Zr
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zf.tytg 2077/rE
Agency KShs'fiX) KShs'0fi)
Kenya Roads Board 1380,000 7,269,472
Kenya National Highways Authority 23,63fL9't7 27,4e.128
Kenya Rural Roads Authority 12,427,801 11,438,298
Kenya Urban Roads Authority sf25,532 5367,702
Kenya Wildlife Service 570,477 525,000
Allocation by Kenya Roads Board/Minisfv 5,7M,767 5,2s0.000
County Governments 8,269,000 7,875,0N
Roads Aruruity Programme 11,180,167 10,290,000

Totd Disbursements 58.996.m0 63.473.600

Add: Disbursement of prior year funds 29.441.224

Total Funds Disbursed in the Year 98,4:37,224 63,473.fi0

r0.0 cAsH AND cAsH EQUTVATENTS

(e) Analysis of bank and cash bahnces:

These represent cash held at various banks, as follows:

2078n9 2017/18
KShs'000 KShs'000

Amounts held in local currency JrO2>*)a .,2{t

Amounts held in foreign currency
Total 33,69e.3s8 3132a28tr

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

(b) Cash and cash equivalents

For purposes of the cash flow statement, cash and cash equivalenb comprise balances
with less than three months' maturity from the date of acquisition, including cash in
hand, deposits held at call with banks and other short term highly tiquid investrnents
with original maturities of three months.

Analysis of cash and cash equivalenb is as set out belowr

2018fi9 20tr7n8
KShs'00 KShs'000

Bank and Cash Balances 33.6e9358 31-328.2U
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11.0 PAYABTES

These rePresent funds due to the road agencies and Roads Annuity Programme, but
not released as at 30tt' 201 as follows:-

1 768

12.0 NET ASSETS AVAILABLE FOR DISTRIBI.TTION

These represent amounts received over and above the approved budget for the year,
as follows:

z0rytg 2017/I.8
KShs'fltr KShs'000

Road Maintenance Levy 9,028,952 29,U1.,224

Total 9.02&952 29,*L2a1

The funds are allocated to the road agencies in the subsequent year in accordance
with the Kenya Roads Board Act,199.

r3.O CASH GENERATED FROM OPERATIONS

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

201E/re 2017/r8
Note KShs'00 KShs'000

Net assets available for distribution 9,029,952 l,z/ L,z5z
tn

Increasel(Decrease) in Road Agency Fturds 22,787347

_N.t casnno*s fr.r/(t") qlerating activities 3L01992 19,{9,211

14.0 CONTINGENT LIABILITIES

Though the Board is involved in some legal proceedirgr, the directors believe, based
on the information currently available, that the Board does not have any contingent
liabilities which are likely to have a material effect on the results of the Boa-rd's
operations, financial position or liquidity. Therefore, no provision has been made in
the financial statements.

201q/re 2m7fi$
KShs'0(tr KShs'fr)0

Road Agency Funds
Roads Annuity Funds
Total 2L670,4O7_ u$,a59

5t

t

5,151,,V

capital balances:

Lr,t 0 L,+l I
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15.0 FAIR VALUE

The directors consider that there is no material difference between the fair value and
carrying value of the company's financid assets and liabilities, where fair value
details have not been presented.

15.0 CAPTTAT COMMITMENTS

All capital commitrnents contracted for and authorized at the reporting period end
have been recognized in the financial statements.

17.0 POST BALANCE SHEET EVENTS

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

18.0 COMPARATTVES

Where necessaqr, comparative figures have been adiusted to conform tro changes in
presentation of the Financial Statements as required by lnternational Public Sector
Accounting Standards, and any amendment whenever necessary in the current year.

19.0 CURRENCY

The financial statements are presented in Kenya Shillings (KShs'000)
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PROGRESS ON FOLLOW UP OF AT'DTTOR'S RECOIT'EXVDATIONS

There ane no audit issues that were carried forward from FY ZOLTl1.S.

ql1 /t 1
Ms. RITA KA

RUWA, OGW
EXECT'TTVE DIRECTOR

ql qlwtq
, patn
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