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KENYA ROADS BOARD
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 2014

Our Visiom:

An effective road network for a prosperor-ls nation.

Our Mission:

To fund, oversee and coordinate road development,
rehabilitation and maintenance. We shail ensllre

prtrdent sourcing and optimaL utllization of resources
for social-economic development.
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KENYA ROADS BOARD
FINANCIAL, STATEI\4ENTS FOR Ti{E ,EAR ENDED 30rH JUNIr 2014

KEY INIFOR pIATION AND 4rr}] ii\G EI4ENT

Incorporation:

Kenl,a Roads Board (KRB) is a state body corporate established undel Chapter 408 of the
Laws of Kenya'Kenya Roads Board Act' which came into effect uncler Legal Notice No. 7
of 7999. The Board was established in accordance with the Chapter 446 (State
Corporations Act) of the Laws of I(enya, which is' Art Act of Parlianrcnt to make proaision for
tlrc estnblisltruent of state corporutiorts: for control and regulation of state corporations; and for
connected purposes'.

The Board is domicilecl and operates within the Republic of Kenya. The registered office
is as set out on page 5.

Principle dctivify:

As stipulated in the Kenya Roads Board Act,7999 "Tlrc object and putose for ulich tlrc
Board is established is to oz)ersee the road nettuork in lQnya and coordinate tle nnintenance,
relrubilitation and deaelopntent fiutded by tlrc fund and to adaise the Minister responsible for
matters pertaining to roads on sll mntters related theyeto."

Specific Mandates:

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

(a) 'coordinste the optimal utilization of the Lund in intplenrentation of progranunes relating to
tlu maintenance, rehabilitatiott and deoelopntent of tlrc road nefioork;

(b) seelc to achieae optinml efficiency nnd cost effectiueness in roadtuorks fimdedby the Fund;

@ nnnage the Fund;

(d) bssed on a fiae year road inuesttnent progranune approTted by the Nlinister and tlu Minister
for Finance, deternilne the ttllocation oflinancinl resotrrces frotn nny other source aaailable
to tl'rc Board required by road tgencies for the nutintennnce, reltnbilitation and deaelopntent
of the road nettuork to ensure thnt the nllocatiort of funds is pegged to specifc categories of
ronds nnd that not less tlun

O ttoenty tttto .percent (22%), zulilch slnll be deposited into a special bank account to be

cnlled Constituency llond Fund Account to be nutintained by eoery constituency of
ruonies Ji'ont tlrc Funtl is allocctted eqtLally to nll Constituencies in the cotLntry to be-

ndninisteredby the l?urnL Roarls Attthoiihl;

(iil ten percent (10%) of tlrc monies Jrom tlrc Funtl is allocntrtl lbr the maintenance or
deuelopruent of lfu* ronds befiueen constituencies and to serae ns Gouernment
counterynrt fi.mds in fimding ruorks on rurnl roads, to be ndninistered by the Kenya
lh.ral Roarls Ar.tthoi\ nnd tlnt tlrc said per centum shall be equally distibuted to
the constituencies ruhere Kenya Rttral Ronds AtLtlrcrity has the nmndate.
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(iii) forty percent (40%) of tlte ntonies froru tlrc Futtd is allocated in respect of tlrc national

roads to be adninisteredby tlrc National Higluunys Authority;

(it) fifteen percent (15%) of the ntonies from tlu Fund is allocated in respect of the Urban

Roads Authority;

(o) one percent (1%) of tlrc ntonies from tlu Fund is allocated in respect of roads in

national parks and reserz)es to be adruinisteredby tlrc KenyaWildlife Seraice, and

(ai) a nmxirnunt of ttuo percent (2%) of the ntonies front the Fund is allocated in respect of
recurrent expenditure of tlu Board under section 3L(5).

\e) ensure llLut tlrc rerruiruJcr uf L'la rLonies from tlrc Fund (1071) described in paragrtph (d)

shnll be allocated annually by the Board uith the approaal of tlrc Minister to road

inuestment progrcffinle deriued front tlrc fue-year road inztestnrcnt progratllnle approaed by

tlte Minister responsible.fur roads and the Minister .for Finance.

(fl ensure tlut a numinumt of ten percent (L0%) of all ruonies allocated to ench road agency is

utilized for deaelopment purposes by the said agency

@ monitor and eualuate, by means of technical, fnancial and perfonnance audits, the deliaery

of goods, tuorks and seraices funfudby the Fund;

(ln in implementing paragro-ptt (g), pay due regard to pt.tblic proaryement mtd disposal

regulations and additional g.ddelines issued or approaedby the Minister;

(i) reconunend to tlrc lvlinister appropt'iate leaels of road user charges, fines, penalhes, leaies or

any surus required to be collected under tlrc Road Mnintenance Leuy Fund Act, 1993 and

paid hto the Fund;

(j) recommend to tlrc Minister such periodic reaierus of the Fr.Lel Leay as are necessary for the

purposes of the Fmtd, and

@ identify, qtLantify and recomm.end to the Minister sucit otlur potential solu'ces of reaenue as

may be auailuble to the Fund for the deuelopment, relrubilitation and maintenance oi roads.'

Financial Statements:

The Financial Staternents herein represent the utilization of two percent (2%) of the

monies from the Kenya Roads Board F'und which is allocatecl in respect of the 1'ecurrent

expenditure of the Board.

Section 35(1) of the KRB Act stipulates that "Tlrcre shall be paid out of tlu Fund any

expe.nditure incurred by the Board in tl,.e exercise of its poTlers or the perftsr",nunce of its fLatctiotts
under this Act"

The Financial statements of the Kenya Roads Boarcl Fund have been presented separately

as required by Section 26 of Chapter' 5, Government Financial Management Act of 2004

which deals with administration of Special Funds.
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Registered Office:

Kenya Re-Towers, 3.d Floor
Off Ragati Road, Uppel Hill
P.O. Box 73778- 00200, City Square
NAIROBI, KENYA

Tel. No.: 4980000, 2722865/6
Fax No. : 254-020-2723761.

Website : -y{glg.krb€q&c
E- ma il a d dre s s : 1]1fq@k&-e_q.!e

Principal Eankers:

Citibank N.A
Citibank House, Upper Hili
P.O Box 30711-00100, GPO
NAIROBI, KENYA

Auditors:

Auditor-General
P.O Box 30084 - 00L00, GPO
NAIROBI, KENYA
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TFIE BOARD OF DIIIECTOB,S

The Board dlaws representatives from public and private stakeholders as set out in
Section 7 of the Kenya Roads Boald Act,1999. The membels who heid office during the

year are as follo.ns:-

llepresentative Organization

Eng. ]oel Wanyoike Institution of Engineers of Kenya

Kenya Roads Board

PS, lvlirListry of Trarisport & Infras'r-r'ucLure

State D tofT
lVIs. Rita Ka-rashe Automobile Association of Kenya

IVIr. Joei I(pkemboi Yego Institute of Surveyors of Kenya

CPA Osman Hassan ibrahim, OGW

Ms. Monica Solanki (flom 19tt' October 2012)

Mr. Michaei Karanja

Mrs. Consolata M. Yambo (up to 9tt' May 2014) League of Kenya Wornen Voters
Mrs. Mary W

Alternate f{epresentative Organization

Mr. Billow Hussein Abd.i PS, Ir4inistry of Transport & Infrastructure

Mr. Charles M. Onchoke (up April2014) PS, The National Treasury
l4r Ontr^.,eka On<leri Naftal from i\.,fr )01

IMs. Grace Kar.asara (up 26d'February 2014) PS, IMinistry of De.roludon
Mr C.N 26tr February 2074)

Mr. Alfred M. Kitolo PS, Ministry of East African Community

6

Chairman
Eng. Jacob Ruwa
(Executive Director)

P9, Iv{inistry of Transport Cr Infrash'ucturc
State Departrnent of Inflastructure

Eng. Jolur I(. N,{osor-rik

Dr'. I(amau Thugge

Amb. Jotur Kor-rchelia

PS, The National Treasury

PS, Ministry of Devolution

PS, Minish-y of East Africar-r CornmunityMs. M-wanamaka Amani i'zlabruki

Ivh'. Joseph Nciuva Muli

Irrstitr-rte of Certified Public Accountants

Kenya Association of Tour Opelators

Kenya Association of Manufacturers

PS, Iviinishy of 'fransport 3r Infrastructure
State of lr

Mr. Geoffrey Irungu

I

State of InJrastructure

-t

I

l
I
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Executive Director'

General Manager, Finance

General Manager,
Technical Compliance

General Manager,
Planning and Programming

Head,
Legai and Corporate Affairs

Head,
Human Resources and Adminish'ation

Eng. Jacob Z. Ruwa

CPA Rashid K. Mohamed, MBS

Eng. Stephen W. Ndinika

Eng. Benjamin K. Maingi

Ms. Lucy K. Gathika

N,{s. Ruth M. Bita
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CHAIB^MAN'S STi.-:i'El/i ENT

On behalf of the Mernbers of the Board, it is my pleasure to present the Annuai
Report and Financial Statements for Kenya Roads Board Fund and Kenya Roads

Boarci Operations for tire year ended 30th June24l4.

. 
.. :-i::,N

According to the l(enya Vision 2030 and Second Medium Term Plan 2013-2017,

the development of high quatity infrastructure has been recognized as an enabler
for socio*economic tra-nsformation, sustainable economic growth and
development of the economy.

The strategieq and measures to be pursued during the period inclucle; supporting
development initiatives around flagship projects, strer-rgthening institutional
framework, enhancing efficiency and quality as well as increasing the pace of
projects so that they are completed as envisaged. Other measures inciude
encouraging private sector participation in the provision of iiurrastrucfiire services
thlough the Public-Private-Partnership framework.

The ruad sub-sector aims aL improving both the quality and quantity of
in{rastructure facilities in order to contribute to the attainment of sustained
economic growth. A high quality road network is a treasured asset for any
economy and its maintenance needs to be managecl in the most appropriate
business-like manner. The need for better roads continues to be a priority for
I(enyan road users.

In the last three years, the Government has continued to commit more financial
resources for infrastructural developrnertt - including roads., porLs aud euergy
generation.

Operating Env i;'coi rnent

The Kenyan economy continued to witness gradual stabilization in 2014. The
economy grew by 4.6%; driven by strong performance in the Agricultural,
Financial, Tourism and Construction sectors. Interest rates have shown a

downward trend in comparison to the high rates witnessed in 2013. Crude oil
prices remained stabie in the first six months of 20L4, with an average of USD

1.09.46 per Barrel.

In the short to medium term, the Kenyan economy is expected to have a sustained
and rising growth based on the following fundamentals: stable malcroeconornic

environment, a projected easing and stability of international oii prices and
reforms in security, governance and the judiciary.

8
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The tsoard has continued to monitor the implementation of its five-year St-rategic
Plan (2013-2017). The Board developcc{ the FY2013/T4business plan which was
extracted from the five year strategic plan. The deliverables that were set out in
the business plan and performance contract for FY 2013/14 were achieved.
Specificaiiy, the Kenya Roads Board Fund collections exceeded the estimates, the
APRI' 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.

CorpE;r a.te G overvr;rnc,;

Strong Corporate Governance 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 Boald has
undertaken to ensure a robust corporate governance environment.

With regard to excellence in Financial Reporting and disclosure, the Board, for the
third year running was nominated and declared the winner of the Financial
Reporting (FiRe) Awards (Public Sector Category). The FiRe Awards are jointly
organized by the Nairobi Securities Exchange, the Instif.rte of Certified Public
Accountants of Kenya and the Capital Markets Authority.

Ftrftrre Otrtl*ok Zfi'tr $.'l,.i:t

I(enya Roads Board will align itself with the new Constitutional dispensation to
serve Kenyans at the National and County levels of government. The Board is
actively engaged in activities aimed at increasing and sustaining the KRB Fund to
meet the ever increasing road maintenance needs. The Boarc{ remains committed
to deepening relationships with its stakeholders and key partners. Further, the
Board shall endeavour to develop its people and develop innovative and cost-
effective methods of road construction and maintenance.

.Acknr-,w 1e rJ.gelrren t

On behalf of KRB directors and staff, I express my sincere gratitude to the
Government of Kenya, Ministry of Transport and Infraslructure, Road Agencies,
taxpayers and other stakeholclers rror tl'reir 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 ar-rd determination. We

9
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are proud of the team and greatly appreciate their ability and comrnitment
towards achieving the Board's vision, mission and objectives.

I iook forward to a promising financial year 201,4/15. God Bless you ail

/) rr>u-)a?r

EL WANYOIKE DATE
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REl'Olt'f .Q_iii'xIElxEC{JiI\/E_D_IeEe_l_qJ1

The Kenva Vision 2030 aims to h'ansform Kenya to a middle income country by 2030. The

Government recognizes that the attainment of Vision 2030 will depend heavily on the

quality of oul road infrash'ucture through the teduction of transport costs, improvement
of accessibility and road safety. Tl're 2nd Med-ium Term Plan of Vision 2030 identifies a

roacl r:xpansion proglamrne as one of the flagship projects.

Kenya's economy confinues to witness glowth. The counh'y's Gross Dornestic Product
(GDP) expanded by aJ pel cent in 2013 compared to 4,6 per cent in 20L2. Tl-Lis

performance was supported by:

" The stabie macroeconornic environrnent fol the better part of the year.
o Low and stable inflation supported by imploved supply of basic foods, lower

international oil prices and lower costs of electricity.
o Infrastructuraldeveiopment.
e Construction sector - During the year under review, the building and

construction sector expanded by 5.5 Pe1'cent.

Kenya Roads Board has continued to carl'y out its mandate of effectively and
efficiently managing the Kenya Roads Board Fund in light of these factors. We are

huppy to note that the Board continues to achieve its ambitious performance
targets set in the annual business plans, derived from the Strategic Plan 2013-2077.

Perf oilllt, irlirc e & [Jtiliz ati cri r:ri: i]r.l nrls

The Board surpassed its budgeted revenue for the financial year 2073/74by Kshs
3.1 Billion (2072/13 Kshs. 899 Mitlion) despite the challenges faced during the
year. -[he coliections for the period amounted to Kshs. 28.3 Billion compared to
Kshs. 25 3 Billion in FY 20-12/13.

The Board released funds anrounting to Kshs. 26 Billion to the road agencies

during the financral year, which inclucles prior year funds of Kshs 899 lviiliion. At
the close of the year, the Board carried over Kshs. 778 Million which will be

released in the course of the Financial Year 2074/2015.

'ILte it,;. r i',iii i F r': i: I i, : Ir-t' a,j-i; ::r : yt,i: a.t :: ri,r (Ai' .r: F )

During the year, the Board allocated and released funds in accordance with the
Annual l'ublic Roacls Programme (APRP). As the process of alignment of the
Iloads Scctor to the new Constitution continues, road works contained in the
Annual Public Roads Programme for FY 2013/14 shall continue uninterrupted
and will be unctertaken by the designated road agencies.

11
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The Bciard has been ISO 9001:2008 - Quality Managernent System (QMS) certified
since 24ti'r June 2010. 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 9001:2008
requirements.

i,..,-,,'.i,i .;1,',.i:l.., -' , , . :,j,.iriil.11.t i.,,11-11:.,t:ril'' r.ij-(; i1.ll-.1-l- i

The Road Sector Investmeirt Pi-ogi'amme (RSIP) forrr,s the basis of prioritization of
roads in the APRP for each financial year. The RSIP clearly identifies the Road
Section to be considered, types of interventions and the estimated costs. The Boarcl
monitors the implementation of the RSIP through regular reports and
stakeholders'meetings. The Board continues to ensure that the APRP prepared by
Roacl Agencies is based on the RSIP in the prioritization of road works.

tr(oad- h.r,rentcry & Conrliticn Survey (RICSi

Tire length of the entire road network iir Kenya is estirnated to be i60,886 KM as
per the RICS undertaken between 2tJU6 and 2009 lor roads whose road reserve is
greater than nine (9) meters. The data on the road inventory and condition survey
is maintained in a Geographicai InJormation S)rstem (GIS) database in KRB and
provides essential data for plaruring, sourcing and allocation of funds and
implementation of maintenance and development programs.

Kenya Roads Board has procured a consultant to collect and collate road network
management data in Kenya. As part of the coirsultancy, an inventory of over
60,000 kilomctcrs of narrow roads with road rcscrvc bctwcen six (6) and nine (9)
melres.,nill be unCertaken. Once ccmpleted, the comprehensi.re GIS fcr the entire
network 'arill be availed to the public.

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 ioad
lirnits, and has engaged two consulting engineers to continue monitoring Axle
Load. These consultancies cover the urban and rural network in addition to the
national road network. The frequency of monitoring has also been increased from
quarterly to monthly.

l

Kenya Roads Board signed the sixth performance contract with the Government
of I(enya through the Ministry of Transport and Infrastructure. The K"y
Performance Indicators outlined in the Performance Contract include financial &
stewardship, service delivery, operational and qualitative indicators d.erived from

12
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the Mediurn Term Expenditure Flarnework, Vision 2030 and Sector Performance
standards.

At Kenya Roads Board, we believe that human capital is a key piliair to the
successful execution of the Board's Strategic Plan. The input of members of staff is
the most critical element guaranteeing the attainment of targets set in the
Perf orrnance Contracts.

The Board's members of staff harre leceived high quality training both locally and
overseas tluough an elaborate training plan for all staff. There exists a

performance management systern that sets key performance benchmarks which
when attained result in achievement of the Board's goals and reward of staff.

Kenya Roads Board will align itself with the new Constitutional dispensation to
serve Kenyans at the Nationai and County levels of government. The Board is
actively engaged in activities aimed at increasing and sustaining the KRB Fund to
meet the ever increasing maintenance needs.

Apprer:i.a.tic,,ri

I would like to thank the Board of Directors, Management and Staff of Kenya
Roacls Board for their continued support and declication, without which our
ambitious objectives could not have been achieved. I would also wish to extend
our gratitude to the Government of Kenya, the Nlinistry of Transport and
InJrastructure, the National Treasury, Road Agcncies, stakeholders and taxpayers
for their co-operation and support.

Finally, i would like to thank all taxpa,rzers and stakeholders, anci assure them of
our strong commitment to deliver outstanding value to Kenyans as a whole.

,?_q i Lr) d 5';L'

ENG B RUWA
EXECU'iryE DIRECTOR

DATE
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CORPOi{liltE_G_QILERN,{NCE STA'FEX'IENT

The Board of Directors recognizes the importance of applying the highest
standards of cot'porate governance as a key contributor to its long term success,
long term value and prosperity. This enables effective and efficient decision
making and gives a structural aid for the Directors to discharge their duty to
promote the success of I(RB while taking into account the interest of stakeholders.

Effective govel'nance is achieved through a coi'rrbination of strong process and
structures, underpinned by the right values and culture. The principles of
corporate governance are contained in the Director's Code of Conduct & Ethics.

,.,., .: -.: .

rt

Board Size and Composition

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

The Chairman of the Board is appointed by the President from among the eight
mernbers lrom the private sector.

Names of all members and changes thereto are published in the Kcnya Gazette

The i:ublic sector representatives are the perrnanent secretaries or d-esignated
alternates not belovz the level of deputy secretary from the ministries responsible
for matters relating to roads, finance, local authorities, regional co-operation,
transport & communications.

The representatives from the private sector are appointed by the Minister 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 r,r,hich makes it effective and provides an
appropriate balance for the orrersight of the Board's mandate. On gencler, the
Board has three (3) women out of eight (8) members from the private sector.

The Executive Director's position is filled through public advertisement. The
Executive Director is 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.

l4
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The roles and responsibilities o-rr the Chairman of the Boald, 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 unJettered powers of decision making. Their roles have been
documented and are expected to be independent and free from conflict Llpon
appointment.

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

The Executive Director is responsible to the Board and takes the overall
responsibiiity for the management of the Kenya Roads Board Fund and takes
responsibiiity 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 dubs
as the secretary to the Board, the executive Director ensules appropriate and
timely information flows within the Board, its committees 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 management is in
place. Their role is to advise, constructively challenge and monitor the success the
management is delivering the agreed sh'ategy within the risk appetite and confroi
framework that is set out by the Boarcl.

Board. ResponsibiLities

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

The Board is el'rarged w'ith the foll,cwing responsibiliti.es:-

a) Defining the purpose of the Kenya Roads Board, that is, its strategic intent and
objectives, and its values which shtruld be clear, concise and achievable;
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b) Strategy formulation and ensuring there ale appropriate policies, systems and
structures to effectively and successfully implement the strategies;

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

d) Identify the opportunities as weii as the principle risks in its operating
environment including the preparatior-r of the risk policy plans/risk management
policies and irnplementation 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 internal controls,
acquisition and divestures, management inJormation systems including
compliance with applicable laws and reguiations;

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

O Retaining full and effictiue control oaer KRB, and ntonitoring tnanagement in
implementing Board plans and strategies;

(ii) Ensuring ethical behaaior and compliance zttith releaant lazus and regulations, audit
and nccounting principles, nnd KRB's oT.on goaerning docuinents and Code of Ethics; and
(iii) Defning leaels of materiality, reseraing specifc pollers to the Bosrd and delegating
other matters ruith the necessary uritten authority to nunagement and instituting
eftectiae ruechanisrn-s that ensLLre Bonrd responsibility for Tnanagetnent performance of its

functions; among otlrcr mandates and responsibilities as stipulated in tlrc Kenya Roads

Board Act.

l',iee j.i$.gs Atter',ii:ri hy Bcard l'4etribers

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

u.-.-.

The Bcard deiegates certain functions to well structured committees but without
abdicating its or,^/n responsibilities. The Board has developed a committee
structure that assists in the cxecution of its tiuties, powers and authorities. Each
Committee is guidedby a Committee Charter/Terms of Reference, which outlines
its responsibilities as mandated by the Board and is reviewed on a yearly basis.

The Committees are appropriately constituted drawing membership from
amongst the board members with appropriate skills and experience.
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The Chail'man of the Board, management and external parties/advisors are

requircrl to attend the committee meetin.o,s ouiy 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 boarrl. Matters deliberated by the Comrnittees are presented to the board by
the respective chairman during the next boald meeting.

The Bo;rrc1 Committees are Audit & Risk Management, Finance & Planning and
Management. The responsibilities ancl attendance of meetings during the year is

as sumrrarized below:-

'I'he Finance and Planning Committee assists tl-re 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) Review I(RB budgeting process, systems and cycle to ensure that they promote
openness accountability and prudence;

(b) Constantly review and monitor the collections of RMLF including seeking
explanations for certain trends;

(c) Periodically review the extent of utilization and compliance with budgetary
levels and make appropriate recommendations;

(d) Review the Ceilings for road agencies to ensure compliance with the KRB Act
and the approved Road Sector Investment Programme;

(e) Review the consolidated annual public roads programme to ensure compliance
with the guidelines from KRB and the proposals from the road agencies;

(f) Review the reports on works carried out to ensure that they are within
specifications, costs and time;

(g) Review financial statements, management accounts and audit reports and
make appropriate recommendations.

The Auclit and Risk lVlanagement Committee assists the board in fulfiliing its
oversight responsibilities for the wolks programming and monitoring as well as

the advisory role to the Minister for Roads. The Audit and Risk Management
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committee has authority to conduct oi' authorize investigations into any matters
within its scope of responsibility.

The committee has the following responsibilities:-

(a) Review and ensure the integrity of financial statements and appropriate
accounting principies plior to review and approval by the Board;

(b) Review audit reports and make recommendations to the Board;

(.) Rerriew the effectiveness of the Board's internai control systems and
compiiance as well as advise the board on risks and mitigation measures;

(d) Review the effectiveness of the system'for mcnitoring compliance with laws
and regulations and ensure business continuity amongst other responsibilities as

may be delegated by the Board.

The Management Cornmittee oversees strategic plannir-rg, staff matters
performance contracting and general management oversight.

Specifically the committee is responsible for the foilowing:-

(a) Setting the policies and strategic direction of the organizatron;

(b) Review the Strategic Plan and the Business Plan for approvai by tire Board;

(c) Monitoring the implementation of the Strategic Plan;

(d) Evaiuation of the performance of the organization, Executive Director, staff
and departments;

(e) Negotiating the annual performance Contract between KRB and the Ministry
of Roads;

(f) Reviewing of the organization structure of KRB;

(g) Reviewing KRB's staff terms and conditions of service;

(h) Reviewing the various management policies aimed at enhancing staff
performance;

18
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The non ex-official Board members are paid taxable sitting allowance as approvecl
by the Minister responsible for Roads following guidelines from the State
Corporations Advisory Comrnittee. The Chairman is paid honoralia at a rate
approved by the Covernment.

Transport expenses are reimbursed on travel for Board business at tht: prevailing
AA rates. The members are also entitled to outpatient and inpatient medicai cover
and a personal accident co\/e1'as applicable.

The Board develops an induction and training programs designed to introduce
new directors to the operations of the Board and related governance rnatters. 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.

ECall; i:,1 ),, t-i-' ,'3::r 859 Lll ,1. i.;',; -,.,i;rt-i.,.::L

In order to assess and improve the capacity, functionalitl, 2n4 effectirreness of the
Board and its committees, an annual evaluation is undertaken in accordance with
the widely accepted principles of corporate governance.

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. l'he Chairman's ability to adcl 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
proceeding year are formulated, assists to identify the training needs for directors
and it also forms the basis of re-appointment.

'Ihe directors anci 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
carrie'd out at arm's length and with integrity. The Board provicles effective
leadership based on ethical foundation and ensures all deliberations, decisions
and actions are based on the Boards' core values underpinning goocl governance.

The Board has developed a Code of Conduct and Ethics Manual whose aim is to
enhance relationships and fostering teamwork among board members ancl staff
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and to build respect, confidence and credibility with its citizens. The Code

provides guidance to its members regalding ethical and behavioral considerations
as they address their duties and obligations duling their appointment and their
term in I(RB.

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

At the beginning of the financiai vear, ail ciirectors anci empioyees signed a

declaration of interest form declaring that they will disclose any interest that
conflicts or possibly rnay conflict with the interests of the Board. At the

commencement of any business to be fransacted, all directorsf staff are required to -

declare their interest, if any.

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

Commission.

During the year, the directors and employees ciemonstrated their commitment to
the public 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, internai audit, and external audit
reports presented to the Board.

,:;. .A'9:..-,::-,..,,4!.!ilv.&-,-4rlfil'-./.|']:'ili ,trll,l::iir;.!i,.t-rr=' i:, Y.,i,1i+i1,!+.:?-':14

Annual Rei:r,:r't ar-rd Accounts

The Boarci is required to present an objective and understandable assessrrrent of
the Fund's and Board's operation position antl prospects. Thc Board has ensured
that accounts are presented in accordance with the International Public Sector

Accounting Standards and obtained an unqualified audit report'

The Board received unqualified audit report on the activities of the Fund and it
cperaticns

External anc- Interrral Audits

(i) Externa! A r.idi.tors

The Kenya Roads Board Fund and its operations account is audited by the

Auditor-General. The Auditor-General is an independent office established and

whose role and responsibilities are defined undcr thc Constitution of Kenya.
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i.;', ,: i ii.',,:i';.!:;!. . ' .. t,!.:. .:.:-

The Board in furthei:ance of its duties to ensure Lhat the process, structule and
internal controls are maintained and adhelecl to may appoint indeperrclent audit
consultants or recruit in-house staff to carl'y out such functions. The Internal Audit
film was appointed through a competitive open tendering process. The Board
engaged the services of Davle Consulting & Associates to carrying out the internal
audit function and present reports on compliance.

Further, the Board engaged the services of Technicai, Financial and Performance
consultants to evaluate the efficiency, effectiveness and economy, value for
money, on the utilization of funds by Road Agencies.

The Board has the responsibility for identifying internal risk exposures and
developing measures to mitigate against the identified risks. The Board reviews
and monitors the development and implementation of systems of internal
contlols.

The Board must have an understanding of these risks and mitigate them by
implementing sound internal controls and risk management practices. The Board
has developed the risk management framework and management control which
identifies the risks. The Board recognizes tl-rat information tecl-rnology form an
integral part of the risk management process therefore it has developed the
business continuity pian, disaster preparedness plan and the IT policy.

The tsoard reviewed the internal controls, policies and procedures and satisfied
that appropriate controls and procedures were in place. This review was done by
the internal auditors who report clirectly to the audit committee. l'he Boarcl also
delegatecl the clay to day management of risks to management tlu'ough systems
and process carried out on a day to day basis.

The Boarcl appreciates that stakeholder perception affect the organizations
reputation. Therefore the Board strirres to achieve an appropriate balance between
its various stakeholders in the best interest of the organization by taking into
account their legitimate interest and expectations in clecision making.

The Board values the importance of complete, timely, transparent and effective
communication with its stakeholclers for building and maintaining their trust and
coru-iclence by providing regular inforrnation on its performance, activities and
addressing their concerns whilst having regard to iegal and strategic
considerations. The Board has developed a Corporate Communications Strategy
which encompasses internal & external communication, customer service and
public relations.
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The Board '.rzorks 'ryith its staff and stakehclCels to enrich public/community life and
alticipate in chalitable projects. The main activities carried out during the year wele as

follows:-

,ii r i

The Board has set an interagency Resealcli and Development Comrnittee to explore the
!ry16r.znfir7g technologl, in road design, constluclion and rnaintenance. The comrnittee has
requested for proposals from the univelsities on researches that among others on
consh'uction of low volume cost roads. It is also noted that gravel in Kenya is diminishing
at a very high rate; the comrnittee is also tasked with the lesponsibility of resealch on
altemative materials for road construction and maintenance.

KRB staff and families participated in the 201,3 Standarcl Chartered Marathon. The
theme of the Malathon was 'Run for a Reason', which seeks to raise funds to help needy
chilcilen. The number of participants this year increased as mole staff anci their famiiy
membels enrolled fol the event. The Boards conh'ibution towards the noble event was
KShs A.27 million.

To ensure sustainability, the annual Standard Chartered Marathon now forms an
important part of the Board's calendar as the Board 'shaLes rrision' with needy and
disadvantaged persons.

llr:otectirrg the Envir,:irrnent

Environmentai Conservation is one of the enablei's to the Social Piilar in the counh'y's
economic biue print 'Vision 2030'. Road projects have the potentiai of damaging the
natural resources upon which economies are baseci. The environment is the resource base
for materials used in road construction. It assimilates road construction waste, hence
affecting the lifespan of roads.

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

During the year the Board planted h'ees in Kisumu and Homabay Counties. To ensure

survival of the h'ees, the Board partnered with primary schools and local poiytechnics.
The Board catered for the hee planting while the schools were to ensure that watering
ancl maintenance is done. The trees were purchased from the local comrnunity.
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The R2000 Strategy is a rnethod of road development and management that ensures
optimum utilization and development of locaIIy available resources, where teclurically
and econornically feasible.

T'he strategy focuses on the optimum use of labol and iocal resources with the support of
applopriate tools and equipment. The use of this strategy provides employment to the
local
community and saves on foreign exchange substantially. This guarantees sustainable
community investment and creation of wealth among the increasing youth population in
the country.
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T{EPORT OF TFIE DfuiRECTOitS

The Directors have the pleasure of presenting their leport together with the audited
financial statements for the year ended 30th June 2014 which show the state of the Board's
affairs.

I,RINCIPAL ACTryITIES

The Board is primarily engaged in management of the Kenya Roads Board Fund together
with other mandates specified in the Kenya Roads Boald Act,-1,999.

B,ESI-]LTS

The results for the year ended 30th June 201,4 are set out on page 11 to L4.

DIt{EC1'Otr{S

The Board of Directors who held office during the year arc shown on pages 6.

In accordance with Section 7$) of the Kenya Roads Board Act,7999'the Chaintun and
ntentbers of tlrc Board, otlrcr than ex-offcial ntentbers slmll lnld ofice ior a period of three years

fi'om tlte rlnte of appointment btLt shall be eligible for re-o.ppointment for one further terru of o-

period not cxcccdittg tfuee years.' The appointment and vacation of office of any member of
the Board shall be in accordance with Sectioir 2 of the Second Schedule to the Kenya
Roads Board 4ct,L999.

FINANCIAL STATEMENTS

At the date of this repor! the Board was not aware of any circr-rmstances whLich would
have rendered the values attributed to the assets in the financial statements misleading.

A{JDXTOIi.S

The Auclitor Gener;rl is responsible for the statutory audit of the Board's books of account
in accordance with Sections 14 and 39 (i) of Chapter 12 of the Laws of Kenya, Public Audit
Act,2003.

BY OBDFts OF THE BOAB.D

,//- 'til,1- 
I

ENG.IACO RU!Vr\
EXECUTTVE DIRECTOR

DATE

'wtr

.A2-+

t/
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The Kenya Roads Bozird Act, 7999 r'equires the Boarcl to prepare financial staternents of
each financial year wlrich give a h'ue and fair view of the state of affairs of the Iloads
Board as at the end of the financial year and of the Board's operating results for that year.

It also requires the Board to ensule that tl're Roads Board keeps ploper accounting records
which disclose with reasonable accuracy at any time the financial position of the Board
and to ensule 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 Boald accepts lesponsibility for the financial staternents which have been prepared
using applopliate accounting policies suppolted by reasonable and prudent judgments
and estimates, in conformity with International Public Sector Accounting Standards and
the lequirements of the Kenya Roads Board Act. The Board is of the opinion that the
financial statements give a true and fair view of the state of affairs of the Roads Boald and
of its financial performance. The Board furthel accepts responsibility for the maintenance
of accounting records which may be relied upon in the preparation of the financial
statements, as well as designing, implementing and maintaining internal controls relevant
to the preparation and fair presentation of the financial statement-s that ale free from
material misstatements.

The Board is lequiled to prepare the financial statements on a going concern basis unless
it is determined that after the reporting period, the Board intends to liquidate or cease it
activities, or that it has no realistic alternative but to do so.

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

Approved by the Board and signed on its behalf by:-

*)

OEL W
N

KENYA RCADS BOARD

zxiwlww

RUWA
EXECUTIVE DIRECTOR
KENYA ROADS BOARD

DATE: -;; { ?:- DATE:
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KENYA NATIONAL AUDIT OFFICE

REPORT OF THE AUDITOR-GENERAL ON KENYA ROADS BOARD FOR THE
YEAR ENDED 30 JUNE 2014

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of Kenya Roads Board set out
at pages 27 to 53 which comprise the statement of financial position as at June 30,
2014, and the statement of financial performance, statement of changes in net assets
and statement of cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 14 of the Public
Audit Act, 2003. 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.

Board's Responsibility for the Financial Statements

The Board of Kenya Roads Board is responsible for the preparation and fair
presentation of these financial statements in accordance with lnternational Public
Sector Accounting Standards and for such internal control as the Board determines is
necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

The Board is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 13 of the Public Audit
Act, 2003.

Auditor-General's Responsibility

My responsibility is to express an opinion on these financial statements based on the
audit and report in accordance with the provisions of Section 15 (2) of the Public
Audit Act, 2003. The audit was conducted in accordance with lnternational Standards
on Auditing. Those standards require compliance with ethical requirements and that
the audit be planned and performed to obtain reasonable assurance about whether
the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. ln making those risk

Prontottng,lcct:untohrl tn' tn tlte Puhlrc Sector



assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Board's internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the Board's as well as evaluating
the overall presentation of the financial statements.

I believe that the audit evidence obtained is sufficient and appropriate to provide a
basis for my audit opinion.

Opinion

ln my opinion, the financial statements present fairly, in all material rebpects the
financial position of the Board as at 30 June, 2014, and of its financial performance
and its cash flows for the year then ended, in accordance with lnternational Public
Sector Accounting Standards and comply with Kenya Roads Board Act, Cap. 408 of
the Laws of Kenya.

Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

25 November 2014
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JUNE 2014

The notes on pages 32 to 53 folm an integral part of these financial statements

Staff Costs

Field Activity Costs

Spe,

jriote

OPEITATING REVENJUE

EXPEhISES

Director Costs

187 582,567

I

9 t14,982

7

203,669

38,239

10Other Operating Costs 755

1,790

209t756

11Social biiiL

505,024 544,945TOTAL OPEH.ATINC EXPENSES

4,'j..63 37,52',2SURPLUS FR.OM OPERATIONS

15Gain on Disposal of I'roperfy & Equipment 7,343 'i.,069

38,69tNET SUI{.PLUS FOR THE YEAR 12 1'1.,507

27

sTATErvrE-NT'OF_!-I$4N_CIALPIjRF'OI{MANCE
Fo 1L TI-IE _Y_94!L r, tl 1r EDig[iI]U N Il 20 14

1,545

I

, KSir9lC00
i, 201312A1.4

I(Shs'000
2012/2013

4t1,41.6 | 49,637
:
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,l? 201, J

i\ I(Shs'000 KShs'000

t')ut'rent ,Assets
-,1 ? aoa AatrCash and Cash equivalerrts 68L,002

Receivables 74 480 1.,245

NarrCun'ent Assets
t 15

896,905 682,247

55,659 68,057

TOTAI- ASSETS 952,564 750844

Ct; :'re nt X, iabil.it i.es

Payables 16 52,500 45,873
q2 qnn 4\ P74

TOTAL NET ASSETS 900,053 744,43'1.

STA.I-EMENT OF FINAI-ICIAL IIGSITI'DN@

Rcse.raes

KRB Staff Fund 77 a 248,683
7 7 474,253 300,581
'1,7

C 777 1.65,627

9AA,A63 7C4,431

KRR Capital Frrnd
Accumulated Surpluses

TOTAL NET ASSETS/EQUITY 900,053 704,43'1,

T'lre notes on pages 32 to 53 r'or1Tr an integral part of these financial statements.

The financial statements on pages 27 to 30 were approved by the Board of Directors and
signed on its behalf by:

trNIC T DATE
CHA

?4
EN UWA
EXECUTIVE DIRECTOR

DATE

'24?t'Q
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GES IN i\.IE

YEAA. ENDiJD 3OTTI

The notes on pages 32 to 53 form an integral part of these financial statements

17(a)

As at 1st l:uJy 201,8

Growth in Staff fund
Transfer to Capital Fund ' 77(b)

23,671Growth in Capital fund

Staff Fund TotalNote

17(b)

77,507

't65,621.

150,000

23,677

I(Shs'C00

10,455

238,228
tr(Shs'000

150,000

704,43'l

10,455

I(Shs'000

Capitai
Fund

, i(Shs'000

Accumulatecl
Surpluses

1'1.,507Net Surplus for the year 17(c)

248,683, 900,003As at 1.t luly 20.1.4 177,1.28 474,253

Note Accumulated
Surpluses

Capital
Fund

I(Shs'000
590,1L0

(400,000)

50,000

Staff Funcl Total

i(Shs'000
"1.26,930

KShs'000 I(Shs'000
As at Lst luly 201.2

Growth in Staff fund 17(a)

220,973

77,255

938,013

17,255

Transfer from Capital Fund 17(b) (400,000)

Transfer to Capital Fund 17(b)

38,691.

50,000

60,47'1.Growth in Capital fund 17(b) 60,477

Net Surplus for the year 17(c) 38,691

As at 1't |uly 2013 1.55,621. 300,581 238,228 , 704,431.
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ST AT Ex,I E NT o F C lr 9 {-l_ III-.C_W€ F o R lH E_ Y-EA&liNpED 3 0ll H'[ IJN E 20 1 4

CASH FLOWS FRO}TI OPER.ATING .A,CTIViTIES

Cash genelated from operations

MOVEMENT IN CASH AND CASH EQUIVALENTS
At the beginning of the year

Net increase in cash and cash eqnivalents
At the end oi the year

The notes on pages 32 to 53 form an integral part of these financial statements.

2013/2014

KSI-rs'000

2072/2013

KShs'000

Note

61,8551QAU 34,899

Net cash generated from operating activities 34,899 61,855

r- A C,[J EI r.lIA/C ErJA7\/ II\]\/EC'I-INIT- A/-'TT\,ZT'TTECLalurr L t)vr lJ r!\vrvr rl-l v LUrralg JrLlr v r I ILU

Interest received

Purchase of property and equipment

6 5,397 7,637
1l
.LJ (76,357) (36,330)

Proceeds on disposal of equiprnerrt

Net book value of disposed assets

15 7,343 7,069

15 0

Net cash (used in) investing activities Q,6A2) (27,624)

CASH FLOWS FROM FINAT.]CING ACTII./ITIES

Growth in KRB Staff furld (irrterest) 17(a'1 i0,455 77,256

Grourth in KRB Capital fund (Interest) 77(b) 23,677 60,477

Increase in KRB Capital fund (KRBF) 77(b) 150,00c 50,0c0

Transfer to KRB Capital fund 77(b) (400,000)

Net cash inflow from financing activities 184,126 (272,273)

NET INCREASE IN CASFI AND CASH
Fntrlt, a I rttt-r,vL/rY^fl'LE,l\lD we tzsJszl

979,0M681,,002

215,423 (238,042)

13(b) EzhM @$w
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E$trT OF COMTARI o

defic

COL 1 COL 2 COI- 3

AhITIIJAL ACTUAL VARIANCE:

FOI{EChST YEATT ACTUAL TO

F {'13/1,4 FY 13/1.4 Ah]NUAL

I(SHS FORECAST

Fuel Fund 503,489,450 0

Interest Earned 6,000,000 5,397,478

Sale of Tenders 300,000 300,500 500

Gain on 9,000,000 7,343,438

COL 4
u/o OF

ACTUT\L TO
ANNUAL

F'ORECAST

700%

90%

100%

82%

518,789,450 5'1.6,530,866 (2,258,584) 100%r

E){PEI\IDI'I-Uii[.]

Dii'ectors Costs 53,105,240 44,4L6,427 8,688,879

StaJf Costs 277,397,090 204,079,693 13 77

Costs 798,337,720 778,1,-1,5,511 20,22'1.

Audit Fees 2,900,000 2,900,000 0

84%

94%

90%

100%

Dept. Costs 45,250,000 44,98'1,784 268,276

9,736

99%

C.S.R. 1,800,000 1,,790,264

0 28,740,553

99%

(28,740,553\Depreciation N/A
TOTAL EXPENSES 5'1.8,789,450 505,024,226 13,765,224 97,'/o

Tl.,506,6tl0 ,
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NOTES T'O'IFIE FINANCIAtr $'nATEhri.EI'llf S

1.0 STANDARDS Ai{D l1\l'l[iitPRETA.Tj:ONS r\FFECTING TF]ii REPORTED

ITESULTS OR FIN..TiVCI ;!.I. PCS ITIL]it{

Adoption of irlew and Revised International Public Sector Accounting Standards

(IPSASs)

(i) Neut Standards and Intayretations In lssue But Not Yet Effec'tiae in Year Ended

30th lune 201-4

New Standarcis Effective for Arurual
periods Beginning on
or after

(a) IPSAS 32 - Sqnsice Concession Arrangrnents: Crantor

The standard prescribes disclosure requirernents for
service concession arrangelnents by the grantor, a public
sector entity.
The Standard will not impact on the accounting policy and
financial position of the Fund.

7't lanuary,2014

(ii) Proposed Amendrnents l.o IPSAS - es pef, Exposure Dra{t 55

The International Public Sector Accounfing Standards Boaid (iPSASB) has

released an exposure dlaft of proposed improvements to Lrternational Public
Sector Accounting Standards (iPSASs).

The proposals incorporate relevant amendments macie by the International
Accounting Standards Board (IASB) in the 2009-2011 and 2010-2012 cycles of
aruruai improvements, anci the changes macie by Clarification oi Acceptable
MethoCs of Depreciation and AmortisaLion (Amendments to IAS 16 and IAS
38)',.

The proposals are contained in IPSASB Exposure Draft 55 Improuements to

IPSASs 2014 andwould see amendments made to four IPSASs:

IPSAS 1-, Presentntion of Financial Statenrcnts - clarification of comparative
information requirements
IPSAS 17, Property, Plant and Equiprnent - classification of servicing
equipment, clarification of the revaluation methodology, acceptable
methods of depleciating assets
IPSAS 28, Firnncial Instruments: Presentation - tax effects of dish'ibutions
to holclers of equity instruments
IPSAS 37, [ntttttgible Assets - clarification of the revaluation methodology,
clarification of acceptable methods of amortising assets.

The exposure draft contains an appendix which outlines all of the items the

IPSASB considered including in the document, and the rationale as to why

II
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N OT ES'i'O'I'FI E F I trlAN CIAi, ST zl'I' EtuiEN'f'S (Coirtirr.u,: o-t)

changes equivalent to ihose rnade by the IASB in recent nari'ow scope amendment
prc'rjects have irot been proposed by the IPSASB. Reasons include where:

(i) IASB amendments relate to IFRSs without an equivaient IPSAS, e.g.

firsi-time adoption, business combinahons , share-based payments and
interim financial leporting (in sorne cases, the IPSASB has projects
underway in these topic areas)

(ii) the existing IPSAS is not fully converged with IFRSs, e.g. borrowing
costs, related parties, empioyee benefits, segment reporting, financial
instruments

(iii)minor amendments are not consideled relevant.

The exposule draft does not indicate a proposed effective date for the
amendments if they are finalised. The comrnent period on the exposure dlaft
closes on 30 September 2014.

2.A SIGNII-ICAI{TACCOUNII"IIdG POI,trCIES

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

(a) Statement of Compliance

The financial statements for the year ended agtn June 2013 have been prepared in
accordance with and comply with International Public Sector Accounting
Standards (IPSAS) as issued by Internationai Public Sector Accounting
Standards Board (IPSASB), the Government Financiai Management Act,2004,
Public Auc{it Act,2003 and Kenya Roads Board Act.

For the C<rvernment Financial Nzlanagernent Act, 2004, Pubhc Audit Act, 2003
ancl Kenya Roads Board Act leporting purposes, in these financial statements
the "balance sheet"/ "statement of assets and liabilities" is represented by/
equivaleni fo the statement of "firrancial position" and the "profit and loss
account"/ "statement of income and expenditure" is presented in the statement
of "financial performance".

(b) Basis of Prepurati.on

The financial statements have been prepared under the historical cost
convention, unless othelwise stated. The financial statements are presented in
the functrrrna[ currency, Kenya Shiliings (KShs.), and all values are rouncled to
the nealest thousands (KShs.'000) except when otherwise indicated.

(c) Preseyttati:sn af Financial Statememts

The financial statements comprise of statement of financial pelformance,
statement of financial position, statement of changes in net assets/equity and the
statement of cash flows and the notes to the financial statements.
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FiNANCIAL STATEMENTS FOR'IHE YEAR ENDED 30rH jUNE 2014

hJOTES TO TI-IE FINAIICIAI. S'TATEtuIEITITS (Continued)

The Board classiJies its expenditure by the nature of expense methodology

The disciosur-e on risks are presented in the financial risk management objectives
and policies contained in note 5.

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

Starting 1.t July 2010, Kenya Roads Board adopted the IPSAS 1 on Plesentation
of Financial Statements. In previcus years the financial statem.ents ',r,'ere

prepared in accoldance with the International Financial Reporting Standards
(IFRSs). The change was necessitated by the reporting standards on public
entities which are not Government Business Entities (GPE) as defined and
required by IPSAS 1.-'Presentation of Financial Statentents'which states that the
scope of application is for 'all public sector entities other tlmn Gouerrunent Business

Enterprises' .

The requirement hy the Auditor General to present separate financiai statements
for the Kenya Roads Board Operations and the Kenya Roads Board Fund has led
to reclassification of assets and liabilities inciuding priol year to each set of
financial statements.

(d) tsudget !.nfonnation

International Pubiic Sector Reporting Standards allow for non-disclosure where
(a) an entity is not required to disclose its budget iriformation publicly and (b)

the entity has elected not to present its approve<i budget pubiicly.

The Boald. is not requii'ed to publicly arrail r]-re appro..,ed Kir.B Operaaons budget
and has elected not to present its budget publicly. Therefole the Board has not
attached a Statement of Con-,pai'ison of Budget and Acfual. amounts. I{o-wever it
is observed that ihe Approved KRB Budget amounts for the year have not been

exceed.

(e) Functional Currencies

(i) Functionai and Presentation Currency

The financial statements are presented in the functional cufiency, Kenya
Shillings (KShs.), which is the Board's presentational currency. The financial
inforrnation is rounded to the ne;rrest tl-iousands (I€hs.'000) except when
otherwisc indicatcd.
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FINANCIAL S'rA'rEMEN]'S FOR THE YEAR ENDED 30rrr JUNE 2014

NOTES TO THE F{NANCIAL STATEMENTS (Con'tinried}

(ii) 'l'ransactions and Balanees

a) Translation of Foreign Curlencies

Transactions in foleign currencies during the vear are converted into the
functional currency using the prevailing exchange rates ruling at the
dates of the transactions. Assets and liabiliries denominated in foreign
currencies have been h'anslated at the mean rates of exchange ruling at
the end of the reporting period.

The foreign currency exchange garns and losses resulting from the
settlement of such transactions and flom the h'anslation at yeal encl
exchange rates of monetary assets and liabilities denorninated in foreign
curlencies are recognized through the statement of financial performance
in the year in which they arise.

b) Tr:anslation of Foreign Oper:ations

The Board does not have any foreign operations.

$) Rea enue lLecogni tian

In accordance with the Kenya Roads Board Act,1,999, the Board is allocated 2%

of the Road Maintenance Levy Fund (RMLF) for its operations and is recognized
on accrual basis. An inflow of the funds is recognized as revenue and a liability
is recognized in respect of the same inflow upon approval of the disbursements
by the Board. Revenue is generally recognized in the Statement of Financial
Performance on accrual basis.

Interest income from all interest bearing financial instruments is recognized in
the Statt:ment of Financiai Performance on accrual basis using the effective
interest nrethod.

Other incomes are recognized as they accrue unless the collectabiliry is in doubt.

(g) Cash an,.i Caslt Equiualents

For purposes of the cash flow statement, cash ancl cash equivalents comprise of
cash and cash balances held at the bank with iess than three months mahrrity
from the statement of financial position clate. These include notes and coins on
hand ancl cleposits held at call r,vith banks.

(h) Receirsabies

Rt-'ceival-,ies are non-derivative r'inancial assets with fixed or determinable
payments that ale not quoted in an active nrarket. They arise when the Board
provicles rnoney or services directly to a debtor with no intention of trading the
receivable.
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NOTES TO TFIE Fii',i niNCrA.L S'IA'r'EF/I ENTS (Continued)

Receivables ar-e amounts due frorn the Kenya Roads Boald Fund which ale
acclued in the ordinaly course of business and there is no intention of trading
the leceivable.

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 objective
evidence that the Board v,;i11 not be able to collect all amounts due according to
the original terms of receivables.

The carrying value less discounts and any impailment provision of impairmeut
is assumed to approximate their fair values. For financial instrumcnts such as

short term receivables, no disclosure of fair value is required when the carrying
amount is a reasonable approximation of fair value.

Receivables ale classiJied as current assets if payment is due within one year or'

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

presented as non-current assets.

(i) Inoentories

Given the nature of the Board's operations and mandates, iterns in stock relate to

stationery. Stationery costs are recognized as an expense when deployed for

utilization in the ordinary coulse of the Board's operations.

As at 30d. of June 201,4, the Board did not have any inventory.

(j) Property and Equiprnent and Depreciation

A11 propeity and equipment are initiailir stated at cost and thcieaftcr at historical
cost less accumulate<I depreciation and any accumulated impairment loss.

Historicai cost comprises expenditure initially incurrecl to bring the asset to its
location and condition reaciy for its intended use.

Subsequent costs are included in the asset's carrying amount or recogruzed as a

separate asset, as appropriate, orrly when it is probabie that future economic
benefits asscclated '.,vith the item '',vi11 flc-*; to the Board and the cost can be

reliably measured. All other repairs and maintenance are charged to the
Statement of Financial Performance during the financial year in which they are

incurred.

Depreciation is calculated on straight line basis at annual rates estimated to
write down the carrying value of the assets over their expected useful lives. The

arrnual depreciation rates in use are:-
Rate Rate

Computer Equipment 33 t1z% Motor Vehicles 25.0o/"

Office Equipment 12.5% Furniture & Fittings 12.5%
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An itern of propelty and equipment is de-recognized upon disposal or
when no futulc econornic benefits are expected to alise fi'om the continued
use of the asset. Any gain or losses on de-recognition of the asset is
included in the Statement of Financial Performance in the year the asset is
de-recognizecl.

(lt) Fayables

Payables are obligations to pay for goods or services that have been acquiled in
the ordinary course of business from suppiiers. Payables also include payments
in respect social benefits where formal agreements for specific amounts exist.

Payables are lecognized initially at f4il value and subsequently measured at
amortized cost using the effective interest method. The historical cost calrying
amount of payables subject to the nolmal credit terms usually approximates fair
value.

Payables are classified as curlent liabilities if payment is due within one year or
less (or in the normal operating cycle of business if ionger). if not, they are
presented as non-current liabilities.

(l) Leases

The detelmination of whether an allangement is, or contains a lease is based on
the substance of the arlangement and requires an assessment of whether the
fulfillment of the arrangement is dependent on the use of a specific asset or
assets and the alrangement coveys a right to use the asset.

Leases are classified as finance leases whenever the telms of the lease transfer
substantially ali risks and rewards of ownership to the Board as the lessee. Al1
othel leases are classified as operating leases.

Where the Board is the lessee, the total payments made under operating leases
are charged to the statement of financial performance on a straight line basis
over the period of the lease. When an opelaLing lease is terminated before the
expiry of the lease periocl, any payment required to be made to the iessor by
way of penalty is recognized as expense in the year in r,vhich termination takes
p1ace.

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

$n) Inr.pairritent of Nlon-financial Assets

At each reporting period end, based on internal anil external sources, the Board
reviews the carrying amounts of its tangrble and intangible assets to deterrnine
whether there is any indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss.
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Where it is not possible to estirnate the recovelable amount of an individuai
asset, the Board estirnates the recoverable value of the asset.

Any impailment losses are recognized as an expense in the Statement of
Financiai Pelformance whenever the calrying amount of an asset exceeds its
lecoverabie amount. Where an impairment loss subsequently reveLses, the

carrying amount of the asset is incleased to the revised estimate of its
lecoverable amount. A reversal of impairment loss is limited to the assets

carrying amount that would have beeii determined had no impairment loss been

recogr..ized i;:r pricr years. A reversal of an impairment loss is credited to the

Statement of Financial Performance in the yg2l reversals ale recognized.

(n) Proaisions

Provisions are recognized when the Board has a present obiigation (legaI or
conslructive) as a resull of a pasL evenl, iL is probable l"hat Lhe Board will be

required to settle the obligation, and a reliable estimate can be made of the

amount of obiigation.

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

(o) Iletirement Benefit Obligations

The Board operates a defined contribution provident fund for eligible
ernployees. The fund is administered 'oy an independent administlation
company and Trustees. It is funded by contributions from both the employer
and em,r:loyees.

Thc Boarcl and its cmployccs also contribute to the staLrtorir pension schen'.e,

the National Social Security Fund (NSSF). Contributions are determined by the

local stabute and are currently iimited to KShs. 200 per employee per month. The

Board also sets aside on monthly basis the gratuity for its empioyees who are on
contract basis.

The Board's conh'ibutions in respect of staff retirement benefit costs are charged
to the statement of financiai performance, as they faii due or in case of service

gratalty as they accrue to each empioyee.

(p) Guarantees, Acceptances and Letters of Credit

Guarantees are accounted for as off statement of financial position transactions
and disclosed as conLingent liabilities.

(q) Subsequent Eaents

There have been no subsequent events that would have an impact on the

financial statements for the year ended 30th June 2013.
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hJOTES TO f,'FIE FIIJANCIAI- STAT'EMEINfS (Continued)

$') Comparatiues

Except otherwise required, all amounts ale reported <l1' disclosed with
comparative informaLion. \Vhere necessary, comparative figures have been
adjusted to conform with changes in presentation in the current year

3.0 Cti.ITICr\L ACCOUNI'INIG EST'INIATES,IT.IDGEMENTS AhlD ASSUMPTIONS

In the process of applying the Boald's accounting policies, the directors have made
estimates and assumptions that affect the leported amounts of assets and liabiiities
and disclosure of contingent assets and liabilities as at the date of the financial
statements, and the reported amounts of revenues and expenses during the
repolting period. Estimates and judgments are continually evaluated and are based '
on histolical experience and othel factors, including expectations of fufure events
that are believed to be leasonable 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 undellying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognized in the period in which the estimate
is revised if the revision affects only that period or in the period of the revision and
future periods if the revision affects both current and future periods.

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

(a) Critical ludgments in applyittg the Board's accountittg policies

In the process of applying the Board's accounting policies, judgments have been
made in determining:-
- Whether the assets are impaired;
- 'Ihe classi{ication of financial assets;
- The going concern.

(b) Crit ica I Accoun titrg Es tirna t es and Assttmltti ons

(i) t-{seful Lioes of Froperty, Plant and Eqripmen.t

The directors make estimates in determining the depreciation rates for
ploperty ancl equipment. The rates used are se,t ouf in the accounting policy (j)

above for property and equipment.

The Boarcl reviews the estimated useful lives of plant and equipment at the
end of each reporting period. During the financial year, no changes to the
useful lives vvere identified by the directors.
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(ii) C on.tingen t Liab ili tie::

As disclosed Ln these financial statements, the Boald 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 Boald incurling related liabilities. However, provisions
are only made in the financial statements where, based on the directors'
evaiuation, a present obligation has been established.

(iii) Proaision for Dorfutful l)ebts

T'he organizatton leviews its travel advances portfolio to assess the likelihood
of irnpairment. Provision for impairment of receivahles is established when
there is objective evidence that the Board will not be able to collect all amounts
due. lVhere necessaly, an estimation of the amounts irrecovelable is rnade in
tirat year. Provision for impailment shall be recognized upon approval by the
Board of Directors.

(ia) Other Froaisions

Other provisions are recognized ,arhen the Boarci has legal or conskuctive
obligation as a lesult of past events, for which it is probable that an outflow of
economic benefits wili be required to settle the obligation, and a reiiabie
estimate can be made of the amount of the obligation.

(v) Impairment l-osses

At eacli reporting period en,J., the Board reviews the carrying aniounts of its
tangible and intangible assets Lo determine whether: there is any indication that
thosc asscts havc suffcrcd an impairmcnt loss. lf. any such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of
the impairment lbss.

Where it is not possible to estimate the recoverable amount of an indivirlual
asset, the Boarcl estimates the recoverable value of the asset. Any impairment
losses ale 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 irnrnediately.

4.0 SEGITiIENTREPORTIi\;G

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

5.0 FINAI\CIAL IilSI( MAi\iACElrIEi{T OEIECT.{\7ES A}lD POLICIES

The Board has initiated and facilitated the process that will see the enhancement of
risk management. The Board has an integrated risk management
framework/silategy. The Board's approach to risk management is based on lisk
governance sh'uctures, risk management policies, risk identification, measurement,
monitoring and reporting. The risk management policies and systems are reviewed
regularly to ensure they are in tandem with the rnicro and macro environment,
regulatory glridelines, indush'y pracfice, market conditions as well as the services
offered.

The Board recognizes the clitical role the risk management will continue to play in
its endeavol to carly out its business in a dynamic environment. The Board is
comrnitted to ensure that corporate governance and risk management are deeply
entrenched in the Board's shategy and culture. An elaborate risk management
sh'ategy that will provide direction on matters of policy and guide the
implementation and control has been developed.

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

. The Board's risk appetite and parameters;

. The Boald's lisk mah'ix that highlights the rating of risks;
n The structure of managing risks and accountabilities
. The processes, procedures and reports that manage risks;
n The rnitigating factors, prevention, contingency plans and controls

-l'he Board's core business involves major engagements with financial transactions
and processes which pose certain risks. Thlee types of risks are reported as part of
the risk profile namely opelaLional, stlategic and business continuity risks.

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

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

c) Business continuity risks are those events, hazards, variances and opporfunities
which could influence the continuiry of the entitv.

One of the key risks the Board has identifiecl in both the operational and strategic
areas is the sustainabiliry of the R.oad Maintenance Levy h line with the
Constifution. Financial risk as defined in IPSAS 15 ancl the management thereof,
form part of this risk area.
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I\IOT'ES TO TH-iE FINAFTCIAL STA'IENIENTS (Continu.ed-)

The Members of the Board have the ovelall responsibility for the establishment and
oversight of the Board's lisk management framework. The Board has delegated its
risk management to the 'Audit and Risk Comrnittee'. One of the responsibilities of
this comrnittee is to review risk management strategies in order to ensure business

continuity and survival. Most of the financiai risks arising from financial
h'ansactions and processes are rnanaged by the 'Finance and Planning Comrnittee'
of the Board.

The Board's exposure to risks, its objectives, policies and processes for managing the

risk and the methods used to measuie it have been consistently applied in the )/eals
presented, unless otherwise stated. The Board aims therefore to achieve an

appropliate balance between the risk and return and minirnize potential adverse
effects on its financial performance.

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

a) Liquidity llisk

Liquidity risk is the risk that the Board will not have sufficient financiai
resources to meet its obiigations when they fall due or will have to do so at
excessive costs. 'I-his risk can alise from rnismatches in the timing of cash flows
from revenue and capital/ operational outflows, assets and liabilities according
to their maturity profiles and cal occul where cash flow stleams have been

disconfrnued, etc. Funding risk arises when the necessaiy liquidity to fund
iiliquid asset positions cannot be met at expected terms and when lequired.

The objective of the liquidity and funding management is to ensure that all
foreseeable operational, capitai and loan comrnitment expenditure can be met
und.el bcth normai and sh'essed conditior..s and tire misrnatch is conh'oiled i:r
line with alio'.,r,able risk levels.

The Board has adopted an overall balarr,ce sheet approach rvhich consolidates all
soulces and uses of liquidity, while aiming to maintain a balance between
liquidity, cash flows and interest rate considerations. The Boald's liquiclity and
funding management process includes:-

. Projecting cash flows and considering the cash required and optimizing the
short term requirements as weli as the long term functing,

o Maintaining balance sheet liquidity latios,
e Maintaftnng/ soliciting a diverse range of funding soulces with adequate

back up facilities,

" Managing the concentration and profile of debt maturities, where applicable,
o Maintarnrng liquidity and funding contingent:y plans.

The table shows the undiscounted cash flows on the Board's financial assets and

liabilities on thc carlicst possiblc contractual/maturity date. 'Ihe liquidity ratio
in FY 2073/14 is 17.08 (Fv 2072/13:14.87)
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Financial dsscts i'Jote
i(Sirs'000

894,771.

2,794

l1T2fi:3
I(SIls'000

680,384

682..247

tsank and Cash Balances 13

Receivables
Total Financial Assets

'14

Financial I-iabilities
r Payables
Total Financial Liabilities
NET LIQUIDITY

RATIO

The Board has an established corporate governance structure and plocess of
managing risks regarding guarantees and contingent liabilities. A11 guarantees
issued ale approved by the Ivlembers of the Board and are administratively
managed by the finance deparfment.

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

b) fulat;lcet 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, plices
and interest rates. The objective of market risk management policy is to protect
and enhance the Statements of Financial Position and performance by managing
and controlling market risk exposures within acceptable parameters, and to
optimize the funding of business operalions and facilitate capital expansion. The
Boald is exposed to the following market risks:-

@ Currency llisk

Curlency risk arises primarily from purchasing imported goods and
services from overseas or indirectly via local supplies. The currency risk is
minimal as cash and cash equivalents held with banks are dominated in
Kenya Shil1ini1s and there are rninimal dealings in foreign currency.

(ii) Price Risk

The Board is cxposed to the price risk of the fuel levy. The Board collects
KShs. 9 per lirre of diesel/perrol imported into the country. The Board is
exposed to the extent that the levy on diesel and petrol is reduced or
eiiminated due to changes in the international fuel prices, inflation ol other
macro indicators.

The Road Maintenance Levy is backed up by an Act of Parliamen! changes
thereof require approval by Parliament.
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(iil Interest Rate Risk

The Board is exposed to valious risks associated with effects of fluctuadons
in the prevailing levels of market interest rates on its financial position and
cash flows. Interest margin may inclease as a result of such changes but
may reduce losses in the event that unexpected movement arises.

The Boald closely monitors interest rate movements and seeks to limit its
exposure by managing the interest rate and maiurity sirucfure of assets

and liabilities on the statement cf financial pcsition. The interest rates on
call deposits held in financial instiLutions are fixed and agreed upon on
monthly basis. The management is in regulal contact with the approved
banks in a bid to obtain the best interest rates and therefore able to plan for
the resulting ilrcome.

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

c) Aperationnl Risk

Operationai risk is the i'isk of direct or indirect loss arising from a wide variety
of causes associated with the Board's plocesses, personnel, technology and
infrash'ucture and frorn 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 ensure that key operationai risks are manageci in a timely
and effective manner through a framework of policies, procedures and tools to
irionlifrz acqeqq mnnit6r and rortoyt qrr6h ric'c.

, qertoo/

The Bt-rard's objecl"ive is Lo rlarlage operaLional 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 primarv responsibility for the development and implementation of controls
to address operational risk is assigned to senjor management. The responsibili[z
is supporteci by the development of overali standards tor the management of
operational risk in the following areas:-

o Requirements for applopriate segregation of duties, including the
independent authoriza tion of hransactions.

o Requirements for the reconciliation and monitoring of financial karrsacl-iorts
o Compliance with regulatory ancl legal requirements
o Documentation of controls and plocedures

" Requirements for the yearly assessment of operational risks faced and the

adequacy of conhols and procedures to address the risks identi{ied
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" Requirement for tl're reporting of opelational losses ar-rd proposed remedial
action

" Development of Business Contingcncy Plans
. Training and professional development
. Ethical and business standards
. Risk mitigation, inclucling insurance where it is effective.

Operationai lisks are documented in the 'Framework for Management Conh'ol'
and are managed by the Internal Audit function established to spearhead and
cooldinate risk management activilies. The measures taken include proactively
identifying, analyzng ancl mitigating lisks in aIl facets of the business.

d) Coutpliance and ll"egn ltt toty Risk

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

e) Legal llisk

Legal risks is the risk of unexpected loss, inctuding reputational loss, alising
from defective transactions or contracts, claims being made 01' some other event
resulting in a liability or the loss fol the Board, failure to protect the title to and
liability to conh'ol the rights to assets of the Iloald (including inteltectual
property light), changes in law, or jurisdictional risk.

The Board manages lega1 risk through the 'Audit and Risk Comrnittee', legal
function, legaI risk policies and procedures rrnd the effective use of internal
controls and external lawvers.
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}/OTES T O TIilE EINI AN CIAL STATEMENT S (C ontinued)

6.0 O['EI?,ATII\]G TTE'\ZEJ\JIJE

2A12rL3

i Particulars I(Shs'000 KShs'000
Ilevenue 485,609

Interest Earned /,oJ/
Other income 301 89,32'l_

Total 948fl;
Revenue rnainly leplesents *te 2% portion from the Kenya Roads Board Fund
.which is allccated in accordance with Section AQ) @) of the Kenya Roads Board Act.

Interest is earned on the balances held in the bank accounts. Inciuded in other

income is I(Shs 7.34 miilion being gains on disposal of fully depreciated assets and

KShs. 0.30 million being income from sale of tender documents.

The operating revenue is recognized in accordance with the accor:nting policy on

revenue lecognition set out in policy 2 (f) above'

The Boar.d did not leceive any transfers of any folrn, (inclu<iing assets, gifts,

donations, service-in-kind, advance receipts, pledges, expenses paid on behalf and

concessicnary ioans) fi'om national and local government, public entities, and

goverllme11t, donor & International developrnent agencies-

7.A DIRECTCRS COSTS

4

Particulars KShs'000 I(Shs'000
Emoluments 714 27,587

Insurance 379 223

Field Activities 1.0,625
a ao, 1Ct1Ae,

Board Evaluabicn/ Induction 1,685 1,045

Totai Direr:tors Costs

8.0 ST'AFF COST'S

2-013/-14 2014L3

I(Shs'C00 X(Sles'C00

140,s20 744.422
1AnR6

27,747 986

Staff Insurance 73,762 73,190

Olher Costs 7!766

zq4pq!
4,697

T'he average number of employees during the year was:-

l\o.(,r
Permanent 6'i

Contrac! Emp_foye_es

2o7g17

Total Staff Costs

70,747

Total Employee_s

2
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NO TES T O ?'.LiE FOT,ANCIA L ST1,q.|[f;iv[ElJ I5 ( C ont inu e d)

9.0 FIELD TLCTIVtr?'Y COSTS

lI'echnical
Finarrce
Fluman Resource & Adminish.ation
Le & 'ate Affails
Infor. Cornrn. & Tecl-r.

Procurement
Total Field Activities

1O.O OTHEIT GPERATII\IG COS-i-S

Parliculars

tr(Shs'000 I(Shs'000
8,404 8,486
9,470 8,497

6,488
7,732 6,2_33

6,497 5
2,483 7,484
7,979

2013flt1

I(Shs'000

2,900 2,500

30,256 29,723

13

wlJ55
1-1.0 CORPCRATE SGCIAL RI]SF{jNSIEi,-ITY

T'he Board's contribution towards the Corporate Social Responsibiiity (CSR)
amourrts to KShs 1.79 million (2012/13: KShs 1.64 miltion). In FY 2013/74 the Boarcl
participated in the'Standttrd Chnrteretl Marathon', environment sustainability
implementation projects in Taita, and capacity building in Hiv/AIDS..

12.0 OPERA.'T}:hIG SUB.PLUS

The operating surplus is arrived at after cl-argtng/ (crediting)

Note 2013ftA 2012rr-\
Particuiars I(Shs'000 KShs'000
Staff Costs o 203,669

t5 27,002
Directors' emolttments 22,714 27,587

--; -
7

5

Auditors remuneration
Rent & Rates

Gain on

10

10

15 7

1,566

37,958

2,900 2,500

19,726

28,741

77,999

27,002

78,B5O 701,775

30,256

Conferences & Seminars

& h'rternet

Publici&
Audit f-ees

Consultancies

Rent & Rates

T Posta

Ad

Vehicle Maintenance &Tra
6,510

73,460

Total Other Operating Costs ZWJ5A

Other ,a Costs
13 070

29,723

6,947

1

Interest earned
of Assets
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1

and AdvancesCash

t"lOTES TO TIXE F[UANCIan STATEI4EI]TS (Continued)

13.0 CAs}I Ai\'.ID CI,.SI.tr EQUIVAI,EhiT'S

(a) Analysis of l:arrk and cash balances:

2-013/1.4

KShs'000
177,775

2014T3
I(Shs'000

Note
Particul;us
Cash at Bank and in Hand : 167,066

KRB Staff Fund 1 248,683 273,228

Barrk Term 474,253 300,090

7,774

The Boald is not exposed to cledit risk on cash and bank balances as they ale held

with sor.mcl financial institutions approved by Central Bank of Kenya. The

carrying amounts of the Boald's cash and cash equivalents are dominated in
Kenya Shillings.

(b) Cash and cash equivalents:

For the pul'poses of the cash flow statement, cash and cash equivalents comprise

balar.ces v;ith less than three months' maturity frcm the date of acquisition,

including cash in hald, deposiLs held aL call with banlts and othel short term

highiy iiquid investments rryith original matulities of thr"ee months.

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

Note 4 201

Particulars I(Shs'000 i(Shs'000
Bank and Cash Balances 13 a

14.0 RECEIVABLES

Receivables constitute short term liquid assets which are recoverable within one

year.

a

t

Particulars
2AT3/14

KShs'000 I(Shs'000

ts& 480 7,245
4 6nE

The maximum exposure to credit risk at the reporting date is the fair vaiue of each

class of receivable mentioned above. The Board does not hold any collateral as

securifv-. The aged analysis of receivables is as follows:

0-3 . 3-72 months ,

months
Particulars '000 KShs'000

480

otalT

dI

KShs'000 iist',t
480

@i
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NO'1?'5 7- O T: IT E,FjIVA/VCIA i. S7- AT E tW Etr t T tj ( C ont inu e d)

15.0 PROPER'ry AIID EQUiPivrXlN-r

ii

Dgpn, Rgtg .. -

Cost:

Start of year

Additions

Total Cost

Start of year

Is

For the

COMPU'I'E1i

333]oo/9

KShs'000

38,672 ,

(3,8197) 
,

OFFICE

L2.500l,

I(Shs'000

MOTOIr. FURNITURE

VEi{ICLES FITTINGS

25%o

5,373

61,067

47,166

17,497 3,768

52,531

L;6,p21

37,075

28.,741

l5+,040

D/:)JO 55,659 ,

&

3,717 
i

3[(,493

44,858

L63

44,640 :

17,260 :

76,3V7

279-.699

35,872

J,.)JO

1

; Total D
j
l

35,251qp1e9!a1i9n

NBV 30rrlJu1e 201{

NBV 30th une 2013

3,242 :

i

2,867 :

The net book value of non-current assets decreased from KShs. 68.05 miltion in prior
period to KShs. 55.65 million in the review period. This is as a result of asset
additions amounting to KShs. 16.35 miliion, net of depreciation charge for the year
amounting to I(Shs. 28.74 milTion.

Gain on disposal of assets duling the year ended 30th June 2014 amounted to KShs.
7.34 million (2072/13: KShs. 1.06 miilion). These assets had an accumulatect
depreciation amounting to KShs. 20.06 rnillion.

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

1,6"0 PA.YABLES

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

Provisions and accruals relate to accrued expenses during the year.

2013r!4
Particulars i(Shs'000 , I(Shs'000
Provisions and accruals 39 1

Other

'l.2.5Oolt

TOTAL

I(Shs'000 I(5hs'000KShs'000

180 55,694 223,444

0 (20,063\

49,362 1.55,362

(15,78s\ 0 (20,063)

Payables
50,096

5,972
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NOTES TO TWE Fn',It;.ITyAL STATEMENTS (Corttinueil)

The maturity analysis of payables is as follows:

I 0-3 rnonths
rbni't-roo

3-12 months
KShs'000

T'otal

2012/73

xsrrs;ooo

Farticulars I(Shs'000
Provisions and accruals 50,096 50,096

Other 2,404

17.0 NET ASSETS

The net assets are made of up of designated funds and accumulated reserve which

are explained as follows:

17(a) I{[tB Staff Funcl

201.3ftA

Particulars KShs'000 ;

Car Loan Staff Fund 53,L47 52,834

Irlortgage Scherne Fur-rd
']..85,394

2&98.3 238.228

17(b)

Thc Board cstablished independently managed Car Loan and Mortgage Scheme

F-unds for r::.embers of staff. Staff funds increased from KShs. 238.22 million in
prior period to KShs. 248.68 rnilIion. The growth is represented by KShs. 10.45

miilion being bank interest earned during the year'

i(RB Capital Fund

The Board established a Capital Fund in FY 2009/1.0 for the purpose of purchase

of office premises.

ID ^-+: -..I - *-t d r-1! Ltlo o

2013fi4
-ksr,"'bob

2A'14*13

ias#'ooo

1 g5 536

474,253 300,581 ,KRB Capital Fund
otlL$ 300E81 l

The KRB Car:ital fund increased from KShs.300'58 miltion in prior period to KShs'

474.25 miilion. The growth is represented by KShs. 23.67 rillion being bank

interest earned. during the year and KShs. 150.0 miilion being a h'ansl'cr from KRB

Frrnd..

17(c) AccurnulatedSurPluses
2013/-14 201413

Particiilars
r/c L ^ ,nnnRJ' ITD UUU KShs'OCC

Accumulated Stirpluses 777,728 1.65-FZ7

TAJZ9 : l5E&4

Accumulatecl surpluses increased from KShs. 165.62 million in prior period to

KShs. 177.12 miltion. Net surplus for the cutrent year amounted to IGhs. L1.50

million (Fy 201'2/1,3 - KShs.38.69 miilion).

50

I

t-.

I



KEI{YA ITOADS BOARD
F_INANCIAL STATEMENTS FOn'iHE yEAIi ENDED 30rjj JUNE 2014

NOIfjlt '[O T'.ruE Ff #ii{CIl I- STAT El\4Llt IS (Cotttir"weci)

X.8.0 CA.STLI G El II]RIT.TED irROlii CIPER4.TIOI'.IS

Reconciliation of Net Cash Fiows from Operating Activities to Net Surplus from
Oldinary Acfivities;

2013fi.4

Notes KShs
'000

i(Shs'000

Net surplus from operating activities 7?_ 77,507 38,690

Adjustments for:
Deprcciation 15 28,747

Intetest Income (5,397)

Gain orr disposal of property ancl equipment

Operating income before working capital changes

Changes tn worktng capital balances:

Decrease in receivables

Increase in payables

Net cash flovrs generated from operating activities 9-4p2

19.0 CON'TINGENT ASSETS & LXABII.,ITIES

Guarantees

a) Guarantees

Guarantees comrnit the Board to make payments on behaU of the guaranteed in the
event of a specific act and carry a certain risk.

The Board has given a guarantee for rent to Kenya Reinsurance Corporation (Kenya
Re) for KShs. 2,620,379.50 and I(Shs 772,219.40 which shall expire on 1.t February and
1't April 2016 respectively.

'fhis guarantee covers the obligalion to Kenya Re of three months' rent. The guarantee
was issued by the Board's bankers in favour of Kenya Reinsurance Corporation. The
Board has entered into counter inciemnity with the same bank. The guarantee was
issued in the normal collrse of the business, after the end of the financial year and
does not affect the Boald's financial position as at the reporting date.

b) [.egal matters

'i'he Board is not Lnvolved in an1, lt,,.;al proceedings. The eiirectors believe, based on
the information currently available, that the Board does nol have any contingent
liabilities which are iikely to have a material effect on the results of the Board's
operations, financial position or liquidity. Therefore no provision has been made in
the financial statements.

6

766

6,627

2012f13

27,002

(7,637)

(1.068)

56,987

15 (7,343\

27,506

3,223

7,645

61.85s

I(Shs'000 I(Shs'000
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r,JO :iL-S ?lO T'HE F [Nz1NCIA L ST AT' E L(.E}{l[ S (. C or ft in u e d)

20-0 CrJir[iillITMENl'S : OPERA'1'IhIG L Er\S E tt ENT u\ L S

I{on-canceliable operatir-rg lease rentals ale payable as follows:

2013/14 201473
I(Shs'000 i(Shs'000

Not later than one 3a-,/ly6

75L,27B

27,471

Later than one yeal and not iater than five years

The Board has leased office premises r-rnder an operating lease. The lease typically
runs for 5 years with an option for renewal. Lease payments are incleased

accordingly to refiect market rentals. The Board does not have an option to purchase
the ieased asset at the ex1:riry of the Iease period. There al'e no contingent rents
recognized in the Statement of Financiai Performance.

21..0 RETIREMENT BENEFITS SCHEME OBLI.G A'}. IONS

The Board operates a defined conh'ibution retirement benefit plan for eiigible
empioyees. The assets of the pian are heid separately from those of the Board in
funds under the control of trustees. The scheme is administered by an independent
administration company and is funded b)' contlibutions from the Board and

employees. T'he Board's obligations to the staff retirement benefits plan are charged

to tire Statement of Financial Position as they fall due or, in the case of service

gratuity, as they accrue to each employee.

The Board also rnakes conh'ibutions to the statutory defined conh'ibution scheme,

National Social Security Fund. This is a defined contribution scheme registered

under the National Social Securi{z Act. The Board's obliga-tions und-er the Scheme

are limited to specific contributions iegislatecl from time to time, which are currerltly
at i(Shs 200 per employee per month.

The total pension expense recognized in the income statement of KShs 16.08 million
(Fy 2072/13: KShs 16.37 million) represents contributions payable to the plan by the

Board at rates specified in the ruies of the pian. The expense has been included
within the staff pension costs under staff costs.

22.0 FAIR VALUE

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

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

23.0 CI.FIX'rLL COMI'./iITMENTS

Ail capital comrnitments contracted for/authorized at the leporting period end have

been recognized in the financial statements.
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24.0 POS'X" I}ALANCE SI.IEI]T EVEI'{TS

The Directors are not awale of ar-ry mattel or circumstances arising since the end of
the financialyear, not otherwise dealt with in the financial statemerrts, which would
significantly affect the financial position of Kenya Roads Board and results of its
operation as laid out in these financial statements.

25.0 COi,AITAI(ATtrVES

Where necessary, comparative figures have been adjusted to confolm to changes in
presentation of the Financial Statements as required by International Public Sector
Accounting Standards a:rd any amendment whenever necessaly in the current year

25.0 CURI(ENiCY

The financial statements are presented in Kenya Shillings (KShs'000)
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I]ROGRESS ON FOI,LOW UP OF AIJDITOR RECOIVIEJ.IDATIONS

All audit issues raised by the external auditor were resolved and concluded during the
audit process. There are no audit issues that wele carried forward.

ELW DATE

,) 
"?.tt L4\

RUWA DATE
EXECUTIVE DIRECTOR
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