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P.O Box 30084-00100
NAIROBI

I REPORT OF THE'CONTROLLER AND AUDITOR GENERAL ON THE

FINANCIAL STATEIVIENTS OF I(ENYA ROADS. BOARD FOR THE. YEAR

ENDED 30 JUNE 2OO8

I have audited the flnancial statements of Kenya Roads Board for the year ended

30 June 2O0B set out on pages 6 to 15 which comprise the balance sheet as at 30

June 20OB, the income statement, the statement of changes in equrity and the cash

flow statement for the year then ended, together with a summary of significant

accournting polices and other explanatory notes, in accordance witl't the provisions

of Section .14 of the pr-rblic audit Act, 2003. I have obtained all the information and

explarrations which, to the best of my l<nowledge and belief, were necessary for

the purpose of the audit. 
.

The Boarcl's Responsibility for the Financial Statements 
.

The Boarcl is responsible for the preparation of financial statements which give a

true and fair view of the Board's state of affairs and its operating resLrlts in

accordance with the International Flnancial Reporting Standards. This

responsibility inclLrdes: designing, implementing and maintaining internal controls

relevant to 6e preparation Lnd fair presentation of financial statements that are

free fronr material misstatement, vrrhether due to fraucl o[ error; selecting and

applying appropriate acccunting policies; and rnaking accounting estimates that

are reasonable in the circumstances

Responsibility of the controller and Auditor General

IVly responsibility is to express an independent opinion on the financial statements

based on ilre aurdit. The auclit was conducted in accordance with the lnternational

Standards on Auditing. Those stanclards require compliance with etl-iical

requirements and that the audit be planned and performed with a view to obtaining

reasonable assurance that the . financial statements are free from rnaterial

misstatement.

An ar-rdit involves perlorming procedures to obtain audit evidence about the

amounts and disclosures in ifre financial statements. The procedures ,selected-

depend on the auditor's judgement, including the assessment of t[9 !sk; 1f
material misstatement of the financial statements, whether dr-re to fraud or error'

ln making lrose risk assessments, the auditor considers internal controls relevant

to the Bolrd,s preparation and fair presentation of the financial. statements in order

to design audit procedures that are appropiiate in the circumstances, but not for

the puriose of expressing an opinion on the effectiveness of the Board's internal
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controls. An audrt also includes evalr-rating the appropriateness of accounting

policies used and the reasonableness of accounting estimates made by the Board

as well as evaluating ilre overall presentation of the financial staterrents. I believe

the audit provides a reasonable basis for my opinion'

1. Consolidated Financial Statements and Audited Accounts

As sinrilarly reported irr the previot-rs year, the 200712008 financial statements are

not consolidated and reflect Kshs.380,339,000 in respect of funds disbursed for

Kenya Roads Board operations, representing only 3o/o of the total of

t<stri.Zt,57B,53'1,000 available frorn Petroleum Levy Fund during the year. As

disclosed in Note 9 to the financial statenrents, the amount of

Kshs.'19,886,631,000 ciisbursed to Agencies narnely, IVinistry of Roads City

Council of Nairobi, [Vlrnistry of Local Government, Kenya Wildlife Service, Distrjct

Roads Conrmittees and Constitr-rerrcies has not been consolidated wrth that of

l(enya Roads Board. As irr the previous year, and with the exception of Kenya

Wildlife Service, tlre other Agencies have not prepared or submitted to the Board

audited finarrcial statements contrary to Section 25(2) of the Kenya Roads BoarC

Act, '1999

Furrther, althouglr tlre Act requires the Agencies to subrnit aurdited accounts to the

Board, it is not specific on the requirennenl for the Board to prepare and sr-rbrnit

consolidated financial staternents for ar-rdit. Consolidation, as explained b.v the

managernent, is nrade difficult by the requirernent for the Board to prepare

accouirts within tlrree (3) months after the end of the flrrancial year while its

implernenting Agencies are supposed to submit audited accounts to the Board

wi6in , purtd oi si, (6) montlrs after the end of the financial year ln its 14th

Report on the Accounts for the flnancial year 200112002, the Public lnvestments

Committee recognized this legal weal<ness which inhibits consolidation of

accounts of the Board with those of the Agencies. lt therefore recomrnended that

a review of the l(enya Roads Board Act, 1999 be underlaken, with a view to
facilitatilg and requrir-rng consolidation of the Accounts for Kenya Roads Boarci with

those of its Agencies The Board has indicated that with the establishrnent and

operationalization of tl-re newly created Road Aurthorities, Kenya Roads Board will

in tl're corning penods be in a position to prepare consolidated flnancial

statements. Until the aforementroned review is concluded however it wrll not

possible to confirnr the overall financial position, per-formance and changes in

financial position of the total Roacl l\lairrtenance Levy Furnd disbursed, which as at

30 June, 2008 stood at l(s1rs.20,266,97 0,000

2. Caslr Fraud l(s1rs.28,885,756

As disclosed in note 5 to the financial statements, an amount of Kshs.28,BB5,756

rs reflected under receivables from National Banl< of Kenya. However this amount

relates to a cheque for equivalent amount purrporledly issued to Nairobi City

Council but fraudulentiy paid/encashed at Gr-rsii County Council. Although the
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Board has indicated that appropriate steps are being taken to recover the funds,

the matter was still uncier investigation by tlre Bankirrg Fraud lnvestigation
Department of the Central Banl< of Kenya, while the case is pending in court. In

the circumstances, it has not been possible to confirm rivhether or not the sum of to

Kshs.28,885,756 will be recovered.

3. Un-utilized funds by District Roads Committees

As observed in tlre reporl for 200612007, the Kenya Roads Board in September
2006 and in June 2007 instrr:cted the District Roads Contmittees to return un-

utilized Road IVlaintenance Levy funds for 2006107 for re-voting in 2A07108.

Records available however indicate that seven Roads Committees did nol return

funds totalling Kshs.16B 48B,928 as at 30 June 2007 aird no satisfactory

explanation was givrjfr-To?=i-ar.[ure To cornply with the irrstructions. Consequently it

has not been possible to confirm tl'rat funds totalling l(shs.168,488 928 as at 30

June 2O0B were properly utilized and accotrnted for.

4. Advertising and PLtblicitY

As cre'rrousiy repcried the lncome and Expendititre Account for tl-re year enceC

3O June 2OO7 reflected Advertising and Publicity expenditure of Kshs.4O 425 0C0

whicl-r included unexplained provision of Kshs. 12,522,A00. The sLrpporiing

analysis for the balance of l(sirs.12,522,000 was not however made available for

audit review and as a result, the propriety of the advertising and publicity

expenditure of Kshs.40,425,000 as at 30 June 2007 could not be ascertained. A

review of the position in 200712008 indicated that the rrratter has not been

resolved.

Opinion

Except for the foregoing reservations, in my opinion, proper books of account have

been kept and theinancial statements give a true and fair view of the state of the

financial affairs of il-re Board as at 30 June, 2008 and of its surrplurs and cash flows

for the year then ended irr accordance with the lnternatronal Fir-rancial Repoding

Standards and comply with the Kenya Roads Board Act, '1999.

e-L

A.S.n/I. atumbu
CON LLER AND AUDITOR GEN RAL

Nairobi

27 tVlarch, 2009

a
-)

t



& 30rH JUNE 2009

I

KEJ\ryA ROADS BOARD
FINANCIAL STATEMENTS FOR THE YEAR

TABLE OF CONTENTS

CORPORATE INFORMATION

STATEMENT OF THE BOARD'S

BALANCE SHEET

PAGE NO

.Az--1

10-15

5

6

INCOIVE & EXPENDITURE ACCOUI{T

STATEMENT FOR CHANGES IN EQLNTY

CASHFLOIV STATEMENT

NOTES TO THE FINANCIAL STATEiVIENIS

7

B

a

1

I

,l

1

I

I



IGI\IYA ROADS BOARD
FINANCIAL STATEMENTS FOR TT{E YEAR ENDED 3OTH JUNE 2OO8

r
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Kenya Roads Board was formed by * Act of Parliament - No. 7 of 1,999.

Registered Office; Kenya Re-Towers
Off Ragati Road, Upper Hiil
3'd Floor,
P.O. Box 73718- 00200

NAIROBI

Te1 No. 2722865 / 6 / 8, 27231,66 / 7 6

Fax N o.254 020 -27 231. 6L

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

Balkers Central Bank of Kenya
P.O Box 60000
NAIROBi

Citibar& N.A
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Standard Chartered Banl< of Kenya Limited
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National Bank of Kenya Limited
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KENYA ROADS BOARD
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTI{ JLINE 2OO8

I
STATEMENT OF THE BOARD'S RESPONSIBILITIES

The Kenya Roads Boald Act,1999 requires the Board to prepare financial statements of

each financial year whjch glve a t:ue and fair view of the state of alfats of the Roads

Board as at the end of the financial year and of the Board's Income and Expenditure

statement for that period. It also requires the Boald to ensure that the Roads Board keeps

proper accounting records which disdose with reasonable accuracy at any time the

finarrcial position of the Board and to ensure that the Financial Statements comply with
the enabling Act. They are also responsible for safeguarding the assets of the Roads

Board and taking reasonabie steps for prevention and detection of fraud and other

irregularities.

The Boar.d accepts responsibility for the financial statements which have been prepared

using appropdate accounting policies supported by reasonable accounting policies

supported by reasonable and prudent judgments and estimates, in conformity with
i:rtemational Fjnancial Reporting Standards and the requirements of the Kenya Roads

Board AcL The Board is of the opinion that the financial statements give a true and fair
view of the state of affairs of the Roads Board and of its Income and Expenditure
Statement. The Board accepts responsibility for the maintenance of accor:nting records

which may be relied upon in the preparation of the financial statements, as well as

adequate systems on intemal financia-l control'

Nothing has come to the attention of the Board to urdicate that the Roads Board wi-1l not

lemain a going concern for at least the next twelve months from the date of this

statement.
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b
IGI$YA ROADS BOARD

BALANCE SHEET AS AT 30 ILINE 2008

FDCED ASSETS

Property Plant & Equipment

CURRENT ASSETS

Cash and Ban-k

Other Receivabies

Agenry receivable

Note 2007 /08 2006/07

2

J

4

5

I(Shs'000 KShs'000

35,419

4182,608

3,387

n8,726

25,938

3,007,771

6,794

0

4,464,721. 3,014,565

TOTAL ASSETS 4,500,140 3,040,503

EQUITY AND LIABIIITIES

EQUIIY
Accumulated Fu:rd - OperaConal

I(RB StalJ Furd
Surplus from operations

r(e)

5

100,014

100,000

92,8't8

100,014

oo n(7

55,153

TOTAL
ao, q2.) 1.,,J, )11

CURRENT LIABILITIES
Payables

Agencies Payable

RMLF - Undisbursed tunds

7

8

9

85,384

2,810,363

1.311,561

74,8L4

7,223,167

7,488,299

IUIAL 4,207,308 2,786,279

TOTAL EQUITY & LIABILITIES 4,500,140 3,040,503

I

Ps(.,
EXECUITYE

MR. ALIRED
CHAtrTMAN

7k^n I nr/r]1

OGW DATE

DATE
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KENI/A ROADS BOARD

& YEAR 30

20062007,

18,757,006

301,620

50,674

4,941

545

739

roo

380,339

6,009

4338

3,757

919

287

7,705

358,585

22,540

13,393

laa

18,705

76+

2,270

4,370

620

20

1,432

40,425

573

43

3,354

3 !,O/ J

580

83,540

7,749

31,861

4,598

1,308

2,78{

4,148

4,794

4,753

2,L78

1,206
,(

423

443

5,018

17,747

545

843
a 1ao

6,922

5,840

bJ

76,8U

696

1,737

7,481

7,s57

1,045

872

100,484

12,924

22,797

5,L34
aa1

3,872

70,{97

594

4,665

54,574

470

389

3,796

12,538

1,892

L225
5,552
< 7QO

4,744

5,110

7,345

2,745

8+2

858

3,667

4,497

3,917

15,296

10

11

Road Maintenarrce Levy lund Receipts

Maintenance Levy Fund - Current Year

Year RMLF SurPlus

Eamed - Operational Account

Eamed - Shlf Mortgage Acount

Eamed - Car Loan Account

Directors lield TriPs

Directors Overseas Travel

Directors T.raining

StaIf Training & DeveloPment

Newspapers & Magazines

Vehicle Expenses & RePairs

Field Activities:
Executive Director

Pla:rning & Programnin g

Technical ComPliance

Iinance
ICT

I

I Legal

Research & DeveloPment

Corporate Sociai ResPonsibilitY

Hrmm Resou-rce

Mileage

Fees Provision

oI Irrcome over

TOTAL INCOME

Fr:Jlctions

Evaluation / I-nduction

Pension

& Wages

& Publications
& Seminars

Insurances

& Professional fees

Experues

of Premises

& Postages

Support - ICT

bac! of creditors
E(}ENSES

WeIFare

RecruiEtmt
Irurrrance

Advertising & PublicitY

Bank Grarges

of Tender
oMxed Assets

Emoluments

Iruurances

7
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KEI{/A ROADS BOARD

STATEMENT OF CHANGES I}I EQIIITY
FORTHE YEAR ENDED 30THIUNE 2oo8

1 July 2007

payable adjustrnenb

to Staff fund
income over expendihrre

30 ]une 2008

1 July 2006

income over expenditure

30 ]une 2007

92,878 100,000 292,832

Capital
Reserves

Operations
Reserves

I(Shs'000

55,153

(s1,11 5)

(e43)

89,724

20,89s

34,258

Sraff Fund

I(Shs'000

99,0s7

Tota-i

KShs'000

254,224

(51,11 5)

89,724

943

ill
00,0141

1

100,

I
':

55,153

99,0s7 219,966

34,258

99,057 254,224
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iKEIVYA ROADS D

CASH FLOW ST
FOR TTIE YEAR 30TH IUNE 2008
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Cashflows from Operations

2007/08

KShs'000
2006/07

KShs'000
u5 of Incom e over E.rpendi tue

Adjus t for: 89,724
34,256

Depreciation

interest Income

Gain in duposal of assets

75,296

(9,074)

(7,10s)

i3,393

(6,22s)

P era ting Income before Ca P ital Changes
Decrease rn Other Recei bles 88,901

3,407

(278,726)

10,570

1,,597,796

7,477,349

47,424

(7,2s8)
Lrqease in Agency Receivable

e in Payables
Increase in Agencies payable 607,575

et Cash flow from operating activities \
647,74L

Cashfow from Investing Acfivities
t Lnterest Earned

of assets

on Sale of assets

9,074

Q4,777)
/ ,1U5

(8,55S)

6,225

(8,1e0)
lNet Cash used jn investing activitjes

Cash from Financing Activities
(1,95s)

Desrease rn Retained surpius
Increase in slaff funel (s2,0se)

943

(176,738)

(227,8s3)

(53)

s83,840
Decrease in Amount rrndisbursed funcis

et cashflow from fiaancjlg activities

s83,777
et cash IIcre se ln cash and cash e qu.lvalents
sh and cash equiva.lents a tire beginnrng

7,774,837

3,007,777

4,182,608

1,229,553

7,778,278

3,007,777

Cas h and
of the yeat

cash equivai en ts a rh e end of th e year
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KEN|YA ROADS BOARD
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTT' JT]IVE 2OOB

I

a

NOTES TO THE ACCOI.INTS FOR THE YEAR ENDED 3OTII TUNE 2OO8

7. SIGMFICANT ACCO(AITING POLICIES

The financial statements have been prepared in accordance with and comply with
lnternational Financial Reportin g S tand ar ds (IFRSs ),

The principal accounting policies adopted in the preparation of the financial statements
are set out below. These policies have been consistenfly applied, unless otherwise stated.

a) Basis of Preparation

The financial statements have been prepared in compliance with lnternational
Financial Reporting Standards (IFRS). The financial statements are presented in
Kenya Shiilings (KShs) and are prepared under the historical cost basis of
accountjng.

The preparation of financia-l statements in conJormity *ith International Financial
Reporting Standards requires the use of estmates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities as at the date of the. financial statements and the reported amounts of
revenues and expenses during the reporting period. It also requires directors to
exercise judgments in the process of applyrng the accounting policies. Although
these estimates are based on the directors' knowledge of current events and actions,
actual resuLts may differ from these estimates. Accounting policies 1 (b) and 1(c)

below on 'criticaL accounting estimates and assumptions' and 'critical accounting
judgements' highlight the areas that involve a tr-igher level judgement, or where the
estimates or assumptions used are significant to the financial statements.

b) Critical Accounting Estimates and Assumptions

In the process of applytng the accounting policies, directors make certain
assumptions about the future events. ln practice, the estjmated an assumed results
differ from the actual results would differ from actual results. Such estimates and
assumptions, that have a significant risk of causing a material adjustrnent to the
carrying arnor.rnts of assets and liabilities within the next financial year, are described
below:-

Property, Plant & Equipment

The directors make estimates in determinjng the depreciation rates for property,
plant and equipment. The rates used are set out in the accounting policy for
properfy, plant and equipment.

Jhese estimates are continually evaluated and are based on historical experience and
other factors, induding expectations of future events that are believed to be

re as onabie under the prevaiiin g circumstances.

10
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IGNYA ROADS BOARD
FINANCIAL STATEMENTS FOR T}tr YEAR ENDED 3OTI ILINE 2OO8

I
c) Critical Accounting Judgments

In the process of appiyrng the accounting poiicies, directors make certain judgegtents

that are continuously assessed based on experience and other deterrrinants

iacluding expectations of future events that, under the circumstances are deemed to

be reasonable as described below:-

Provision for doubtful debts

The orgalization reviews its travel advances pordolio to assess the likelihood of

impairment. Where necessary, an estimation of the amounts irrecovelabie is made.

d) Revenue Recognition

Revenue for the Kenya Roads Board Fund (IG.BF) indudes receipts f:'om Road

l/aintenance Levy Fund (RMLF), Transit Tolls, Coffee Cess, interest income, grants

and other income. Revenue is recognized on receipt basis aJter an adjustnent for

Kenya Revenue Authority Refunds on upfront laxes for exports.

The Board is allocated 2% of. the RMLF receipts for its operations. The income is

recognized once the BoaId approves the receipts for disbursements.

e) Property, Plant & Equipment and Depreciation

Property, plalt and equipment are stated at cost or less accumulated depreciation

and any impairment losses. Properfy, Plant & Equipment is depreciated on st'aight
Line basis to write down the cost amor:nt of each asset to its residual value over its

estimated usefu1life as follows:-

A

a

Computer Equipment
Office Equipment
Motor Vehides
Furniture & Fittings

Rate
33 t1t %

12.5%

25.0%

12.5%

0 Cash and Cash equivalents

For ptuposes of the cash flow statement, cash equivalents indude cash heid at the

bank.

g) Accr:mulated Fr:nd - Operational

This consists of funds which have been set aside as initial capital.

2. Properfy, Plant and Equipment.

{

I

I
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IGI$YA ROADS BOARD
FINANCIAL STATEMENTS FOR T}IE YEAR ENDED 3OTH JLINE 2OO8

Computer
Equipment

Office
equipment

Motor
Vehicles

Furniture
Fittings

& Totai

KShs'000 KSfu'OOO KShs'000 KShs'000 KShs'000
Cost
At start of the year 37,259 11,835 40,801 42,842 732,746
Additions 8,058 3,774 L2,945 24,7n
Disposals (1s,089) (15,089)
At 30th Iune 2008 45,326 1.5,609 25,772 53,787 1.42,434
Deprecialion
At start of the year 32,548 7,365 39,105 27,790 106,808
Charge for year 4,675 7,951 1,,696 6,974 75,296
Disposals (15,089) (15,089)
At 30th Iune 2008 37,n3 9,3L6 '25,712 34,764 L07,0L5
Net Book Value
At 30th June 2008 8,103 6,293 0 nl na, 35,41.9

At 30th June 2007 4,720 a tzn 1,696 75,052 25,938

a

No depreciation has been charged in arriving at the results for the year in respect of
certajn fr:I1y depreciated items of property, plaat and equipment with a cost of KShs
57,010,317 (2006/07 - KShs, 72,099,435) which are still in use.

3. Cash and Bank

2007 /08 2006/07
KShs'000 KShs'000

Cash anci Balk Ba-lance 4,782,608 3,007777
4A4.698 3,007.771

4. Other Receivables
2oo7 /08 2A06/07

KShs'000 KShs'000
Advances to staff 2,403 6,707

Deposits & Prepayments 985 87

3.388 6J94
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KE]\]./A ROADS BOARD
FINANCIAL STATEMENTS FOR TItr YEAR ENDED 3OTH JL]NE 2OOB
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2007 /08 2006/07
I(Shs'000 KShs'000

28,886
Receivable from National Bank of Kenya
Limited
Agency receivable - DRC Equitable 249,840

m2%

D

5 Receivable

Amouat receivable from National Bank of i(enya Limited relates to loss tfuough
fraudulent activities. The Board is positive that the amount will be received ftom
National Bank of Kenya Limited, hence no loss is likely to crystalise in future.
The DRC Equitable receivable represents funds released to districts for emergenry
works.

6. I(RB Staff Fund
2oo7 /08 2006 / 07

KShs'000 I(Shs'000
Car Loan Staff Fund 25,000 25,000

Nlortgage Scheme Fund 7s,000 74,057
100.000 99-051

These are funds that have been set aside to support the Kenya Roads Board StaJf.

7.P

The creditors' balance nW 2007/08 relates to amount payable to Kenya Revenue Authority
wltch was subsequently cieared.

B. les
2007 /08 2006/07
IGhs'000 KShs'000

Kenya Roads Board 207,706

ABC Roads 1.,111.,43L 179,392

Transit Toils 127,947

D, E & Others 244,2i4 1.49,986

Constituenry Funds 1.5,65L 396,025

KWS 24,000

City Council of Nairobi 364,023

Urban Development Deparhnent 285,842 497,764

Nakuru Mrmicipal Cor:ncil 6,220

Eldoret Mr:nicipal Council 1g,L1l.

Other Local Authorities 128,243

Revoted Funds L49,345

Coffee Cess 128,210

2.810,363 L,N3M-

:

I

2007 /08 2006 / 07

KShs'000 KShs'000
Creditors 387 23,73L

Provisions artd accrua-ls 75,776 51,083

9,221interim lvlanagemen t Committee (IMC)
85.384 74.81,4
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FOR T}G YEAR ENDED

Levy Receipts

30r1{[hrE 2008

-

10. KI{B 2oh Road,Maintenance

1.1. Write back of Creditors

/t

These were unsuDD
resulted il;-#orted figures in FY 2006/07 amountins
rur"r,.ur;H;r?7&:tings to ttre accountins ryr,;i",,'':: H"T.H t:r::iT^,J.H

t

I
\

2007 OB 2006 07
KShs 000 '0007-72 F/ 08

FY 2006 07

50,674
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@ KEI{YA ROADS BOARD
FhIANCIAL STATEMENTS FOR THE YEAR ENDED 3OT}I TLINE 2OOB

9. Receipts & Disbursements

The undisbursed funds were previously erroneously disclosed uncler equity instead of
uader current liabilities. The error has been corrected in the financial statements.

t
t
)

i

a

5

2007 / 08 2005/ 07

KShs'000 KShs'000
Recei
Gross fuel FY 07 /08 1.9,290,919 76,8'1,5,499
Less: KRA Refunds (523,812) (855,370)
Net Euel L L8,757,006 L5,960,L2g
Undisbursed FY 06 07 951,873 497,090
Transit Tolls 343,524
Coffee Cess 58,244
lnterest Earned 787,209 772,081
Revoted Funds 7,280,67s

K Roads Board Note 10 380,339 307,620
M o Roads
ABC Roads 77,067,621 8,596,770
Transit Tolls 343,524
D,E & Others 1,200,000 7,720,0A0
DRC uitable 7,623,441, 844,300
Constituencies 2,520,000 2,370,000

aWi 100,000 100,000
Nlinis o Local Goaernment

Council of Nairobi 802,762 150,810
Urban D +

L 219,539

1,059,100

Mornbasa IvI Council 203,024
Kisumu Munici Council 36,908
Nakuru Municr Cor:ncil 29,931.
Eldoret M Council 20,678
Other Local Authorities 390,294
Reaoted Eunds 7,280,675

ee Cess 5B
Total Disbursements 20,256,970
Undisbursed Funds 1,311t61 l_4gg,ng

,
t
I

t4

I

Citv

I

I

I

?1,,579,537
Disbursements

Departrnent
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