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Statc l)cpartmcnt for Mcdical Scrviccs I
Annual llcport and l'inancial Statements for thc ycar cndcd Junc 30' 2025.

l. Acronyms and l)cfinition of Kcy 'I'erms

A: Acronyms and Abbrcviations

AIIi

CItO

IIN U

II'SAS

OCOI}

oAG

PITM

IPPI)

nlA

PSr-^

MOII

BtII'n

Pta'r'

SI'I]C'I

KNI]'l"l'S

wilo
Kt.,MSn

NACC

NASCOP

NIIIIJ

IJIIC

I'SC

KI,MRI

IJY

Authority to Incur lixpenditurc

Chief Irinancc Olficcr

Ilcad of Accounting Unit

Intcrnational Public Scctor Accounting Standards

Olficc oIthc Controller of l]udget

Olficc of thc Auditor Gcncral

Publ ic I'- inancc Managcment

Intcgratcd Payroll and Pcrsonncl l)atabasc

Appropriation In Aid

I'ublic Scrvice Commission

Ministry of I lcalth

l]ottom up liconomic 'l-ransformation Agcnda

Position Emission'l'omography

Singlc Photon lr.mission Computcd'l-omography

Kenya National Ulood 'l'ranslusion Scrvice

World I lcalth Organisation

Kenya Medical Supplics Authority

National Syndemic Diseases Control Council

National Aids and S'l'l Control l)rogrammc

National I Iospital Insurancc liund

[..lnivcrsal I lcalth Covcrage

Public Scrvicc Commission

Kcnya Mcdical Research Institutc

["inancial Year
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Statc l)cpartment for Mcdical Scrvices
Annual l{cpo rt and Financial Statements for the ycar cndcd .lunc 30' 2025.

B: Dclinition of Kcy'l'crms

Fiduciary Managemcnt- Mcmbcrs of Managcmcnt dircctly cntrustcd with thc rcsponsibility of
financial rcsourccs ol thc organisation.

(This list is an indicalion of the common acronvms and abbrevialions: the S7'/7'h) DEPART'MENI' should include all

from lhe annual reporl andJinancial statemenrs prepared)

l
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State l)cpartmcnt for Medical Scrvices
Annual Ileport and F-inancial Statcmcnts for thc ycar endcd .lunc 30, 2025.

2. Key MDA Information and Managcmcnt

(a) llackground information
'l'hc Ministry ol I lcalth (Mol I) is thc govcrnmcnt body whosc kcy mandatc is to coordinatc

hcalth policy. hcalth rcgulation. National I(clcrral Ilcalth I'acilities, capacity building and

providing tcchnical assistancc to the countics as enshrincd in thc Constitution ol Kcnya 20l0.tts'

vision is to havc hcalthy, productivc and globally compctitivc nation, whilc its mission is to

build a progrcssivc. rcsponsivc and sustainablc Ilcalth carc systcm lor accclcratcd attainmcnt of

thc highcst standard olhcalth 1o all Kcnyans.

1'he journey to realizing a healthy, productive and globally compctitive nation began in post

indcpcndcnt Kcnya in 1963 with cmphasis on prcventive, curativc and rchabilitativc serviccs.

Ovcr thc ycars, thc Ministry has cmbraced scvcral policy changcs aimcd at achicving cquitablc,

allordable, acccssiblc and quality health carc for all.'l'his has bccn rcalizcd through incrcascd

investment in human rcsourccs for hcalth, scrvice delivcry, quality assurancc and standards,

hcalth inlormation rcscarch, monitoring and cvaluation, hcalth financing, Ieadcrship and

govcrnancc as wcll as invcsting in hcalth products and tcchnologics, inlrastructurc and supply

chain.

'l'hc Statc l)cpartmcnt fbr Mcdical Scrviccs was lbrmcd on Octobcr, 2022 lollowing the

llxccutive OrderNo. I ol 2022 and latcr reaffirmcd through cxccu(ive orderNo.l o12023. As

pcr thc executivc ordcrs statcd; the Ministry was split into two statc dcpartmcnts namcly;

Mcdical Serviccs and Public hcalth and Profcssional Standards hencc has two accounting

ofllccrs making two distinct but similar financial cntitics. At Cabinct l.cvcl thc cnlity is

rcprcscntcd by thc Cabinct Sccrctary lor Ilcalth lor thc ovcrsight and is rcsponsiblc lor the

gcncral policy and stratcgic dircction lbr both entitics.

(b) Mandatc

V ision

A hcalthy, productivc, and globally compctitivc Nation.

tv



Statc l)epartmcnt for Medical Scrviccs
Annual Ilcpo rt and F'inancial Statcments for thc ycar cndcd .lunc 30, 2025.

Mission

1'o build progressive, responsivc and sustainablc healthcarc systcm for accclcratcd achievcmcnt ol

the highest standards of hcalth lor all pcople in Kenya

Mandate of Statc Department for Mcdical Services

The mandatc is drawn from the Executivc Order No. I o12023 that assigns thc following functions

l. Mcdical Services Policy

2. Curativc llcalth Serviccs

3. Ilcalth Policy and Managcmcnt

4. Pharmacy and Medicines Control

5. National llealth llclcrral Scrviccs

6. Canccr Managemcnt Policy

7. Mcdical Rcscarch

Institutions under the State Department of Medical Serviccs

l. Social Ilealth Authority (SIIA)

2. Kcnya Mcdical Supplics Authority (KIIMSA)

3. Kcnya Mcdical Ilcscarch Institute (KEMIU)

4. Moi 'l'eaching and Rcfcrral Ilospital

5. Kcnyatta Univcrsity 'l"eaching, I{elerral and Rcsearch I lospital

6. Mathari National 'l'eaching and ILclcrral Mcntal I lospital

7. Spinal Injury Ilospital

8. l'hc National Canccr lnstitutc oI Kcnya

9. Kenya BioVax Institute Limited

10. Kcnya'l-issuc and 'l'ransplant Authority ('l'hc Kcnya'l'issuc and I)lant Authority Ordcr,2022)

I L Digital I lcalth Agcncy

v

Functions /Stratcgic Objectivcs

l. l'o rcinforcc and improvc acccss to peoplc-ccntcrcd csscntial primary hcalth scrviccs

2. 'l'o increasc acccss to and improvc quality ol hcalth scrviccs at all lcvcls

3. 'l'o institutionalizc cmergcncy prcparcdncss and rcsponse, carly rccovcry and rcsilicncc.

4. 'l'o build and strcngthcn partncrships and scctor coordination mcchanisms .

5. 'l'o strcngthcn thc hcalth systcms lor cllcctivc dclivcry ol hcalth scrviccs.

6. 'l'o advocatc and mobilizc lor adcquatc financing lor hcalth at all lcvcls.



State l)cpartmcnt lirr Mcdical Scrviccs
Annual ll.cpo rt and !'inancial Statcmcnts for thc vear cndcd,lunc J0,2025'

Corc Values

L Salcty:

2. lixcellcncc and Quality

3. I(espect:

4. Justice:

5 . 'l'ransparcncy:

6. Sustainability:

(c) Key Management

'l'he cntity's day-to-day managcment is undcr the fbllowing key organs

L I)ircctoratc of Curativc Scrviccs

2. I)ircctoratc o[ Iramily I lcalth

3. [)ircctorate ol Ilcalth products and 1'cchnologics

4. [)irectorate of Shared Scrviccs

5. [)irectoratc of Policy, Digital Ilcalth and Innovations

6. [)ircctoratc of Administrativc Scrviccs.

(d) FiduciaryManagcmcnt
'l'he kcy managcmcnt pcrsonncl who hcld officc during thc financial ycar cnded 30'h Junc 2025

and who had dircct fiduciary rcsponsibility wcrc:

April2025Adan Barc Dualc.llGIII Cabinct Sccrctary

April 2025[)r. Ouma Oluga,OGW2 Accounting Olficcr

August 2024I)r.l'atrick Arnoth-) I)ircctor (icncral of I lcalth

Mav 2025Mr. Irranc is MutctiSenior Chicf Ijinancc Officcr4

Itty 2017

April2023

Mr.Stcphcn Macharia

('l)A Moscs (i itari

[)ircctur o[' I)lanning

I Icad ol Accounting LJnit

Mr. Charlcs Mulandi7

vl

5

6

I lcad ol Procurcmcnt August 2024
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Annual Ileport and ['inancial Statcments fior thc ycar cndcd .lunc 30, 2025

(e) FiduciaryOvcrsightArrangemcnts
'l-hc Statc Dcpartment has thc lollowing key fiduciary committccs that arc rcsponsible lor thc day-to-

day activitics at the Statc Dcpartmcnt;

o Audit committec to support thc Accounting Olficcrs with rcgard to thcir rcsponsibilitics lor
issucs ol risk, control and govcrnancc and associatcd assurancc

. Iludgct Implcmcntation Committcc hclps in moniloring thc implcmcntation olthc budgct

. [)ublic Irinancc Managcmcnt Standing Committcc coordinatcs managcmcnt olpublic finance.

(f) StateDcpartmcntllcadquarters

P.O Box 30016-0100 Nairobi

Alya llousc

Cathcdral lload

NN IROBI, KI]NYA

(g) State Dcpartmcnt Contacts

'l'clcphonc: (25 4) 020-27 17 07 7

li-mai I ps.mcdical(r)hcalth.go.kc

Wcbsitc www.hcalth.go.kc

(h) State Department IJankcrs

l. Ccntral llank of Kcnya

Ilailc Sclassic Avcnuc

P.O. Ilox 60000

City Squarc 00200

Nairobi, Kcnya

(i) IndependcntAuditors

Aud itor-Gcneral

Officc of thc Auditor Gcncral

Annivcrsary'l'owers, [Jnivcrsity Way

P.O. Ilox 30084

GPO 00100

Nairobi, Kcnya

vll
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C) Principal Legal Adviser

'['hc Attorney Gcncral

Statc l.aw Olficc and Depa(mcnt olJusticc
I larambcc Avcnuc
I'}.O. Ilox 40 I l2
City Squarc 00200

Nairobi, Kenya

vl
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J. I)rofilc of thc cabinct sccrctary

llc cnrollcd in lloys 'l'own l)rimary School (Garissa) in 1975 and

procccdcd to Carissa I Iigh School in 1982, thcn to Moi I'orccs Acadcrny
(Nairobi) in 1986.

In 1988, hc joincd Moi Univcrsity and graduated in 1992 with a

[]achelor of llducation dcgrcc.

ln2012, hc graduatcd with a Mastcr of llusincss Administration lrom
Jomo Kcnyatta Univcrsity of Agriculturc and 'l'cchnology (JKtJA'l').

I le started his carecr as a graduate tcachcr at Sankuri Sccondary School
in 1992 bclorc latcr joining thc lamily busincss.

In 1999, [)ualc joined thc Kcnya l]roadcasting Corporation as a dircctor
and scrvcd in this position until 2003.

I Ic loundcd thc Livcstock Markcting Socicty of Kenya, an umbrclla
organization of livcstock produccrs and tradcrs in ASAI- rcgions 1cl

counter thc challcngcs livcstock farmcrs wcrc facing thcn.

ln 2007, Dualc was clccted as a Mcmbcr of l)arliamcnt for Dujis
Constitucncy, Garissa County, on an Orangc l)cmocratic Movcmcnt
(ol)M) tickcr.

In April 2008, undcr thc grand coalition govcrnmcnt, l)ualc was

appointcd as thc Assistant Ministcr l,ivcstock, a position hc scrvcd until
August 201 I .

ln 20 10, hc was appointcd to bc thc (Yl:S) tcam lcadcr lor North
llastcrn. IIis rolc was to stccr thc carnpaign thal lcd to thc succcsslul
prornulgation ol thc 20 l0 constitution.

Dualc was part ol thc team that formcd thc Unitcd llcpublican Party

(URP) in 2012.ln 20 I3, hc was elcctcd as Garissa 1'ownship Mcmbcr

of Parliamcnt on thc L.IRP tickct.

tx

Adcn Uarc Dualc was born in 1965 in Garissa County. Ilc was raiscd in
a rcligious tamily, whcrc his latc parcnts instilled in him and his siblings
valucs such as honesty, intcgrity, hard work, dcdication. and
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In thc samc ycar. thc Jubilcc Alliancc coalition appointed him as thc

pionccr Lcadcr of Majority party undcr the 20 I0 constitution. In this rolc,

hc was thc lcadcr ol govcrnmcnt busincss in thc National Asscmbly.

I)uring this rolc that lastcd bctwccn 2013-2020, hc ovusaw thc passagc

olover 200 bills and 500 motions.

I)uring l)ualc's tcnurc as Majority Lcadcr, hc dischargcd his duty with

stylc, prccision, passion, and loyalty to thc Constitution of Kcnya. ln this

pcriod as lcadcr ol thc majority, hc scrvcd as thc link betwccn thc

cxecutivc and lcgislalurc.

ln 2022, togcthcr with thc current l)rcsident, Ilis Dxcellcncy William

Samoci Iluto, he loundcd thc current ruling party, the LJnitcd Dcmocratic

Alliancc party (UI)A).

Adcn l)ualc was rc-clcctcd to scrvc as a Mcmbcr of Parliamcnt Ibr a 4th

tcrm on the LJI)A party tickct in August 2022.

On Octobcr 31,2022, thc Prcsidcnt nominatcd him to scrvc as thc Cabinct

Secrctary for Dclcncc, a position hc hcld until 2024. IIc was thcn

translcrrcd to thc Ministry of linvironmcnt lollowing a cabinet rcshufflc

on July 19,2024.
Currcntly, hc is lcading thc llcalth l)ocket aftcr bcing rcassigncd by thc

Prcsidcnt in yct anothcr cabinct rcshulflc on March 25,2025.

A ranking mcmbcr of parliamcnt, [)ualc has bccn a mcmbcr of parliamcnt

lor 4 terms on 4 dillcrcnt political partics.

Adcn []arc l)ualc is a scrvant lcadcr who is diligcnt, honcst, and

hardworking.

x
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4. Profilc of Accounting Officcr and Kcy Managcmcnt.

[)r. Ouma Oluga is thc Principal Sccrctary lbr thc Statc [)cpartmcnt lor
Mcdical Scrviccs in thc Ministry of Ilcalth Kcnya. As thc [)S, hc is thc
Accounting and Authorizcd officcr ovcrsccing the ovcrall
administration and financial managcmcnt of thc Statc l)cpartmcnt.

IIc prcviously scrvcd as Scnior Dcputy [)ircctor, Mcdical Scrviccs,
and as the I)ircctor of I lcalth Scrviccs in thc lixccutivc Olficc olthc
Prcsidcnt, Nairobi Mctropolitan Scrviccs, l)r. Oluga also scrvcd as thc
Sccrctary (icncral & CliO olthc Kcnya Mcdical Practitioncrs and

Dcntists' [Jnion.

Dr. Oluga is a lcading hcalthcarc tcchnocrat and consultant oflcring
lcadcrship, hcalth systcms dcsign cxpc(isc and spccializcd hcalth
contcxt analysis scrviccs to govcrnmcnts, policy makcrs, organizations,
invcstors, and prolcssionals sccking to cngagc with A lrica's intricatc
hcalth systcms. policics, programs and practiccs.

IIc is a board-ccrtificd cxecutivc physician as wcll as a Ministry of
Labour liccnscd Dcsignatcd Flcalth Practitioncr.

Dr. Oluga holds a llachclor's dcgrcc in Mcdicinc & Surgery, a Mastcrs
l)cgrcc in lntcrnal Mcdicinc, a lrcllowship in Ilcalth Monitoring and

I:valuation, and a l)ost-graduatc l)iploma in lnlcctious I)iscascs.

I Ic is a prcsidcntial awardcc with thc Ordcr ol thc (lrand Warrior
0Gw
[)r. Patrick Amoth is thc Dircctor (icncral lor llcalth in thc Ministry ol'
I lcalth. Kcnya. A consultant obstctrician and gynaccologist ol immcnsc
rcputc.
Dr. Patrick Amoth prcviously hcadcd thc [)ircctoratc of Public Ilcalth.
Dcpartmcnt ol Ilcalth Scctor Coordination and Intcrgovcrnmcntal
Aflairs. IIc has scrvcd as Chicf'Mcdical Spccialist and Scnior l)cpuly
Dircctor ol Mcdical Scrviccs at Mama Lucy Kibaki Ilospital Nairobi,
Mcdical Supcrintcndcnt and I)ircctor oI Mcdical Scrviccs lor Kiambu
llast and Kiambu Wcst I)istricts, now Kiambu County.
Dr. Patrick Amoth is a graduatc olthc l.Jnivcrsity olNairobi's Mcdical
School and has a Mastcrs in Obstctrics and Cynaecology from thc samc

univcrsity. IIc also holds a l)iploma in Ilcalth Systcms managcmcnt
lrom (ialilcc Collcgc in Isracl

xt

Accounting OIIicer and Key Managcment
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Mr. Stcphcn Macharia is thc currcnt [)ircctor oll)lanning in thc

Ministry ol'I lealth. llc holds a lJachclor ol Scicncc in Statistics &
inlormation 'l'cchnology; and a Mastcr of Arts in I)cmography from
thc LJnivcrsity of Nairobi. I Ic has worked as an Ilconom ist/Statistician
sincc Dcccmber I 9th, I 994.

Mr. ljrancis Mutcti is thc currcnt Scnior Chicl Irinancc Olficcr at thc
Statc l)cpa(mcnt for Mcdical Scrviccs. IIc holds a Mastcrs in
I'lconomic t)olicy Managcmcnt and a llachclor's l)cgrcc in liconomics
lrom thc Univcrsity olNairobi. ilc has ovcr 30 ycars'expcricncc in

I)ublic Scrvicc having scrvcd in thc National 'l'rcasury as an Iiconomist
and as a I:inancial/t')xpcnditure Analysl.

CI)A Moscs (litari is thc I lcad ttl'Accounting I.Jnit. Statc l)cpartmcnt
Ibr Mcdical Scrviccs. Ilc holds an MtlA in Stratcgic Managcmcnt

lrorn Nairobi LJnivcrsity and IltlA in Accounting and Financc lrom
KI:MLJ. Mr Gitari is a practicing Accountant and a mcmbcr of lnstitutc
ol Ccrtillcd [)ublic Accountant of'Kcnya (lCPn K). I lc has vast

cxpcricnce in Accounting Systcms lmplcmcntation and [Jusincss

proccss rc-cnginccring.

Mr. Mulandi is thc llcad Supply Chain Managcmcnt, Mcdical Scrviccs

IIc holds an MSC ([)rocurcmcnt and Contract Managcmcnt) from
JKtJn'l', MIIA (liinancc) and tlachclor ol Laws (l.l.tl) both lrom thc

Univcrsity ol Nairobi and Ilachclor ol Ilusincss Managcmcnt
(Financc)from Moi LJnivcrsity. Mr. Mulandi also holds a Post Graduatc

l)iploma in Procurcmcnt and Supply lrom thc Chartcrcd Institutc of
Purchasing and Supply (CIPS, LJK), a [)ostgraduatc diploma in l.aw
liorn thc Kcnya School ol l.aw and is Certificd Public Accountant ol
Kcnya (Cl'A)l;inalist. llc is a mcmbcr in good standing ol KISM.
lCPnK. CII'}S and thc [.aw Socicty of Kenya bcing an advocatc olthe
Iligh Court ol Kcnya.

State Dcpartment for Medical Scrviccs
Annual Rcport and,4ry:i3!Q!f!9.9$ f"4hc ycar cndcd Junc 30' 2025.
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State Departnreat for Mcdical Servicerc or1 and Fiuan cial Statcmenh for the Year eodcd Juuc 30 2025.
5. Statenrent by the CabinctSccretary

, lt" 
govemmeot's primary focus on healthcare Es a corc element of the Bottom-Up EconooicI Transfonnadon Ageada (BETA) is a commituent to achicve Universal Heallh coverage. Th.is

, includes publicly financed primary healthcarc, a digital health infonnation system, and an enhanced
; social insurance flrnd by ensuring equitable, accessible, affordable and quality health carc. Througb

' this' it has and will continue to prioritize Kenya vision 2030 Flagship projects for the Health sector
I as outlined in MTP-tv including Social Health protection, community Health High Impact

, intervention' Family Health & strategic Public Health programme, National Health lnstitutions, local
I Manufacture of Ufe-saving Essential Health Products and Diagoostics, Human Resources forHealth,

, 
Health in&astrucnue and Medical Tourism.

I The Minisky of Health guided by its policy goal of 'httaining the highest possible standard of health

tn a responsive maoner" has the mandate to build a progressive, responsive and sustainable healthcare

system for accelerated attainment of the highest standard of health to all Kenyans as enshrined in the

Constitution of Kenya 2010.

b the 2024/ 2025 fitancial year, the health sector offered specialized seryices to many Kenyans

through the National Referral hospitals. These seryices included open heart surgeries, cardiothoracic

surgeries, kidney transplants, minimally invasive surgeries, burns, oncology, external beam

radiotherapysessions, brachytherapysessions, comeal trausplants, PET scans, SPECT- CT scan, and

Stereotactic Radiosurgeries. Covid- 19 vaccines and o0ter cnrcial routine immunization vaccines were

administered. Over L3 million people living with HIV received antiretroviral heahnent (ART) and

primary care and specialized seryices were given to combat both the setrrtrrrrnisable and non-

communicable diseases.

ln general, the sectorperformed exceptionally well in its mandates to ensure that the essential services

to the ordinary Kenyan was availed at its best.

I{on. Adcn Bare Duale , EGI{

Cabinet SecretarY

Ministry of llealth

a

xtll
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The MinistrY of Hcalth guided bY its PolicY gool

'has thc man&tc to build a Proscssive, responsive and sustainable heal6*.

in a resPons ivc manner'

tuioment of thc highest standard of health to atl I(enyans as enshrined in ule

systcnr fur accclelaEd a

Constitution of KenYa 2010.

,! Recunent Estimates

a OeveloPment Estlnlate5

The cumulative expenditure for the peri
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Key Achicvements

i. Kenyatta National lJospital (KNll) conducted 677 open heart surgcrics, 1045 cardiothoracic

surgeries, 22 kidney transplants and 9,4 l9 minimally invasive surgeries. 'l'he hospital gavc

478 spccializcd burns trcatment and oflercd 22,873 oncology scssions to patients. 'l'he

Avcragc l,ength of Stay (ALOS) lor trauma paticnts was 34.7 days. Averagc waiting time

(days) for radiothcrapy was 37.1 days whilc Avcragc waiting timc (days) lor chcmothcrapy

was 2.5 days Irurthcrmorc KNII conductcd 397 multi-disciplinary outrcachcs with countics.

Mwai Kibaki Ilospital unde(ook 1,559 minimally invasivc surgcrics, 205 Numbcr oINCD

scrcening scssions and 1492 oncology scssions

ii. Moi 'l'caching and ll.cfcrral Ilospital (Ml'l{ll) undertook l9 Kidncy transplants, 3,126

minimally invasivc surgcrics, 26,429 chemotherapy scssions, 88 opcn hcart surgcrics,2l,482

extcrnal bcam radiotherapy scssions,309 brachytherapy scssions and 23 corneal transplants.

iii. Kenyatta lJniversity'l'eaching, Refcrral and Research Ilospital conducted 4,293 PIll'scans,

597 SPEC'f- CT scan, 250 Stcreotactic R.adiosurgerics, 947 tlrachythcrapy scssions,, 62 open

heart surgcries, 4 kidney transplants 1,407 minimally invasivc surgcries, I 1,75 I hemodialysis

and I 1,064 chcmo and radiotherapy trcalment.

iv. Mathari National 'l'eaching and ltcfcrral tlospital had 58,784 forcnsic inpaticnts rccciving

psychiatric scrviccs, 625 lorcnsic outpaticnts rcccivcd psychiatric scrviccs and undcrtook 76

Community mcntal outrcachcs

v. Kenya National Illood 'l'ransfusion Scrvices Cumulativcly, in FY 2024125 had 3 I 6,057 whole

blood units collccted, with 80% convcrtcd to various blood and blood componcnts. -l'his

brought thc total numbcr of blood and blood componcnts availablc lor translusion in thc

Country to 408,075.

vi. KIIMSA had the Pcrccntage of order fill rate for I IP'l's al4l .8 yo, Ordcr turnaround timc(days)

lor PI IIrs at 17 .2 %o, Order turnaround time(days) lor I Iospitals at 22 %o and Pcrccntage of last

m ile dclivcrics madc to hcalth facilitics at 7 l .l2o

vii. National Syndemic Disease Control Council(NSI)CC) distributcd 6,649,985 condoms in non-

health sctting. whilc NASCOP saw 1,337.544 clicnts on AR'l'.

National Cancer Institutc Kenya undcrtook public education in canccr prcvcntion and

control reaching a targct population o19.65 million pcoplc and cstablishcd a population.

viii. based rcgistry in Nakuru as one of thc Canccr inlormation platforms establishcd in National

and County lcvcls.
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I)igital I lealth Programme saw the National tlcalth registries cstablishcd, thcsc are thc clicnt,

hcalthcare workcr rcgistry and hcalth lacility rcgistrics. 'l'aifa Carc, Afya yangu-paticnt portal

and llcalth Providcr portal lor claims wcre also cstablishcd as part of the Comprchensivc

lntcgratcd I lealth lnformation Managcmcnt Systcm

Social Ilcalth Authority (SlIA) maintaincd I million indigent houscholds acccsscd bencfits

up to I)cc 2024 whcn thc covcr lapscd.253,400 indigcnt houscholds acccsscd bcncfits up to

Dcc2024 whcn thc covcr lapscd.'l'hc indigcnts acccsscd bcncfits through'l'aifa Carc in Q4.

58,800-mcmbcr houscholds acccsscd bcncfits up to Dcc 2024 whcn thc covcr lapsed.

KItMI{l had 632 ongoing ltcscarch Projccts, 198 ncw rcscarch protocols approvcd, publishcd

462 rcscarch papcrs, had 250 rcscarch abstracts prcscntcd and two hcalth scicntific

confcrences (Kenya National Food Systcms Summit and lOth Ilast Africa Ilealth Sciences

Conlcrcncc (IIAIISC) 'l'hc numbcr of diagnostic kits produced at KIIMRI wcrc ll3,l83

Morcovcr, it conductcd 622,442 spccializcd laboratory tcsts.

I)igital Ilcalth Agcncy was cstablishcd and is in thc opcrationalization proccss

x

xt

\lt

Emerging Issucs

'l-hcre are also some cmcrging issucs that could erodc fragile gains made.

'l'hcsc issucs includc

a. 'l'hc critical impact olclimate changc on hcalth

b. 'l'he potential increase and introduction ofnew and expandcd arcas conducive for vcctor-bornc

discases and malnutrition-rclatcd conditions duc to prolongcd droughts deprcssing agricultural

production.

c. 'l-hc flooding and the incrcase ol water-borne discases.

d. Cross bordcr diseasc survcillance and a casc in point is marburg virus

Ilisks and Mitigation Mcasures

'l'hc statc dcpartmcnt cncountcrcd substantial obstaclcs in lorm ol budget shortlalls, supply chain

challengcs, uncvcn hcallhcare workforcc distribution and thc hcalth scctor's rcliancc on othcr scctors

lor inlrastructurc, cducation, and rcscarch, which slowcd progress espccially in rural arcas.

'l'hcrc arc also somc cmcrging issucs that could crodc fiagilc gains madc.'l'hcsc issucs includc thc

critical impact of climatc changc on hcalth, thc potcntial incrcasc and introduction of ncw and

cxpandcd arcas conducivc lor vcctor-bornc discascs and malnutrition-relatcd conditions duc to

xvt
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prolonged droughts depressing agricultural production, In addition, flooding and the increase of
water-borne diseases.

These risks underscore the need for improved sustainable financing and equitable deployment of
healthcare resources. The supply chain challenges can be rnitigated by promoting local manufacturing,

expanding cold-chain capacity for immunization and enhancing health facility stock nranagement for

essential drugs. Thc health sector's reliance on other sectors for infrastructure, education, and researclr

undcrscores the importance of a cross-sector approach. Tlre intensifying climate volatility that

challenges Kenya's health sector resilience, stresses the need for robust disease surveillance and

adaptable health infrastructure while expanding WASI-I (Water, Sanitation, and Hygiene) services,

and improved capacity for emergency response to health crises tied to environmental instability.

Constraints and Challcnges

The State Department experienced some challenges ovel the review period that affccted the servicc
delivery to the public. Some of the include;

a) Inadequate optimal humatr resources at the national and county levels for programmes based
on the approved establishment compared to in-post.

b) Unpredictable/ unevcu supply of essential comrnodities in public health facilities.

c) Budgetary constraints as a result of emergencies and other competing priorities.

d) Low awareness of the benefit package among the beneficiaries.

e) Insurance apathy where Kenyans generally are reluctant to pay for an unforeseen occurrence

0 Rising cost of healthcare services (medical inflation) which many Kenyans are unable to meet.

g) Constant stock outs of family planning commodities which results to an unexpected
population upsurge, increase in adolescent pregnancics and unsafe abortions leading to high
morbidity and infant mortality.

h) KEMSA has had a decreasing order fill rate due to tied up revolving funds on debt by the

counties. This therefore, has constrained the cash conversion cycle at the Authority. The Iong

turnaround tirne in settlement of these amounts has further negatively affected the Authority,s

service delivery more so on the order fill rates due to delayed supplier payments for

commodities supplied, due to pending bills

Recom m cn dations

To overcome some of the implementation challenges experienced in previous financial years, the

State Department will fir'st track review and strengthen the legal, policy framework and operations to
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improvc efficiency. It will also strengthen collaboration with various stakeholders including

development partners and the private sector. lt shall also improve research, development and

innovation so as to enhancc efficiency, cflectiveness and productivity. 'lhc State Departmerrt will

also invest in emergency preparedncss and response so as to secure the health and lives ofKcnyans.

Hcalth research and innovation is kcy to unlocking bottlenecks expet'ienced in the health sector and

developing capacity to devclop solutions for current and ernerging hcalth issues is critical' To achicve

this, thc sub-sector will endcavour to providc end to cnd digital solutions lor hcalth facilities, develop

and implement a national information exchange and put in place a cotnprehcnsive health inlormation

management system. The State department will establish partnerships and collaboration in order to

improve research capacity, acquire technologies for manufacturing of I-lPTs and achieve tcchnology

transfer-. The State Departmcnt will prioritize Digitization of l-lealth services. This will increase

efficiency, transparency, ensure seamless service delivery between providcrs. It will also cnhance

claims management at health facilitics and commodity management through provision olcnd{o-cnd

supply chain management systcms. It will also collaborate with the cotlnty governments to ensure

retention of funds collected at health lacility lcvel for improvcment ol the facility operations. In

partnership with the county governments, the Department will cstablish and operationalize Primary

Care Nctworks in the counties that will offer effective serviccs to the community, through proper

refcrrals and engagement of multid isciplinary tcams at cotnmunity lcvel. County governments, the

National 'l'reasury and the State Dcpartment rvill consider ring-fencing funds for HPTs supply ol

essential rnedicines and supplies'

l'he State Department should ensure that more focus will be put on local manufacturing of Health

products and technologies to cnablc commodity security and enhancc self-reliance. Achievement of

Universal l-lealth Coverage will bc a core thenre during the M'I-EF pcriod to ensure achievement of

thc objectives of BETA, Kenya IJcalth l)olicy and international commitments on health. To achievc

this, the Sub-sector will continue implementing legal and institutional review in order to improve

service deliverv and ensure achieve ment of UltC for all Kenyans

Dr. Ouma Oluga, OGW
Principal SccretarY
State I)cpartment for Mcdical Scrviccs
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7. Statcmcnt of I'crformancc Against I)rcdetermincd Objcctivcs tor tr-Y202412025

'l'hc State I)cpartmcnt for Mcdical Scrviccs currcntly docs not havc a stratcgic plan but draws its

objectivcs from thc Kcnya Ilealth Sector Strategic and InvcstmcntPlan2023-2027.'l'he kcy stratcgic

objectivcs arc:

o Strengthcning acccss to and quality olhealth scrviccs at all lcvcls, including emergcncy carc

to accelcratc attainment ofuniversal health covcragc

. 'l'o incrcasc acccss to quality IIMNCA I I and curativc hcalth carc scrviccs

o 'fo promote I lcalth ll.cscarch and Innovations

o 'fo improvc health systcm stcwardship and social accountability at all lcvcls through

govcrnancc and lcadcrsh ip

Programme performance
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l,inkcd to thcse ob.lcctivcs arc spccific programmcs outcomcs and outputs and pcrlormancc indicators.
'l'he implcmcnted programmcs arc tabulatcd against actual achicvcmcnts in thc format prcscntcd in

thc tablc bclow, on programmc perlormancc, to dcmonstratc thc progrcss towards achievcment of thc

prcdctermincd objcctivcs.
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tl. Oovcrnalrce Statcme nt

fl6URE l: APPROVED ORCANIZATION !TRUCTURE rOR STAII: DEPARTMTNT rOR MtDICAt. tERVtCTJ

I
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'l'hc Ministcrial Audit Committce is wcll constitutcd in accordancc with scclion l7(4) of thc
PIrMI( 2015 as tabulatcd bclow.

'l'hc committcc supports thc Accounting Officers in rcgard to thcir responsibilities lor issucs of
risk, control and govcrnancc and assoc iatcd assurance.
-l-hc Committcc hcld [rivc (5) mcctings in the IrY 202412025 in compliancc with scction 179( I )

olthc PFMR 2015.

within thc Statc DcDartmcnt

S/No Namc Orqanization l'osition
I Mr.l.loydMctha Privatc Scctor

Nuclcar Powcr and lincrgy Agcncy) Mr.Carcn Oduor
J [)r. I]auzia K tlrck Vicc Chanccllor, Islamic tJnivcrsity Ol

Kcnya
Mcnrbcr

4 Mr. Simiyu Walucho National'l'rcasury Rcprcscntativc Mcmbcr
5 Joscph Wclimo I Icad. lntcrnal n udit MNC

Sccrctary

Ilisk manascrncnt policics

xxllt

Key lcadcrship/governancc structurc ol thc Statc Departmcnt.
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PI:M Rcgulations 2015 Scction 165(l) rcquires an Accounting Officer of a national govcrnment

cntity to dcvclop Ilisk managcmcnt stratcgies which include fraud prcvcntion mcchanism and a

systcm of risk managcmcnt and intcrnal controls that builds robust business opcrations.

ISO 31000 on li.isk Managcmcnt providcs a set of principlcs. risk managcmcnt lramcwork and

proccsscs which hclp organizations takc a proactivc approach to risks that an cntity faces.

'l'hc Statc l)cpa(mcnt lor Mcdical Scrviccs dcvclopcd a I{isk Managcment liramcwork Policy

that has been validatcd, finalizcd and approvcd for implcmcntation by various stakeholdcrs

'l'hc rcccnt training rcport lbr thcl:Y 202412025 indicatcs thc ninc staff lrom kcy leadcrship

positions wcrc trained on govcrnance and other stalfs undertook dcvclopment training lor

upskilling and reskilling through Kenya School of Governmcnt and other profcssional programs

'l'hc Statc I)cpartmcnt through l)igital Ilcalth Agcncy conductcd public participation lor l)igital

llcalth [{cgulations in Novcmbcr to l)cccmbcr 2024.

'l'hc Statc [)cpartmcnt opcratcs within a robust lcgal and policy cnvironmcnt. 1'his lcgal

architccturc providcs thc cnabling cnvironmcnt lor policy and rcgulatory cnvironmcnt in hcalth,

particularly in rclation to govcrnancc, data protcction, scrvicc dclivcry, procurcmcnt, and

institutional mandates. It includcs thc lollowing instrumcnts:
Constitution of Kcnya,
I lealth Act, 2017
Kenya Ilcalth Policy 2014-2030
Data l)rotcction Act, 20 I 9

Public Irinancc Managcmcnt Act, 20 1 2

2010 Digital I lcalth Act, 2023

[)ublic Procurcmcnt and Assct [)isposal Act, 201 5

Kcnya Digital Mastcr l>lan 2022- 2032
Kenya I Icalth llnterprisc Architccturc Blucprint
Kenya National c-l lealth Policy 2016-2030
Social Ilcafth Authority Act,2023
Irac ilitics lmprovcmcnt Irinancing Act,2023

a)
b)
c)
d)
c)
f)

s)
h)
i)

i)
k)
r)

xxtv

Rcport on rcccnt training and devclopmcnt on govcrnancc lor thosc in key lcadcrship.

I)ublic participation activitics

Compliancc with laws and rcgulations among othcrs.
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9. Managcmcnt l)iscussion and Analysis

o State Departmcnt's kcy I'rograms/projects or investmcnt dccisions implemcnted or

ongoing,

'l'he functions of the Statc Department are described under thc Executive Order No. I of January

2023.'l'he Slate Departmcnt is also constitutcd ol mandatcd Scmi-Autonomous Govcrnmcnt

Agencics.'l'hc Kcy Programmcs/ projccts relatc to:

a) Mcdical Scrviccs Policy

b) Medical rcscarch

c) Curative hcalth scrv iccs

d) lJealth Policy and managemcnt

c) Pharmacy and Mcdicines Control

f) National Ilealth ILelcrral Scrviccs.

S) Canccr managcmcnt policy

h) ll-llealth

i) lmmunization Policy and Management.

j) ILcproductivc I lealth Policy and management.

k) Non-Communicablc discascs (NCD) control and managcmcnt.

l) Control and protcction against lllV/n IDS and S'l'l

m) Control and managcmcnt ol Lcprosy

'l'he focus arcas ol investmcnts in thc Statc Dcpartmcnt includcs I Iealth financing, Leadcrship and

govcrnancc, Ilealth Products and 'l'cchnologics, I lcalth inlormation, Scrvice dclivcry, I Icalth

Infrastructurc. ILcscarch and Dcvelopment

'f'hc National Asscmbly considercd and appropriated thc l:Y 2024124 Supplcmcntary budgct

cstimatcs No.3. 'l'hc total budgct lbr thc Statc l)cpartmcnt rcduccd by Kshs.842.90 million lrom

the initial allocation of Kshs.l03.56 billion to thc current Kshs.l02.72 billion. '['hc rccurrcnt

budget has a nct reduction of Kshs.24.50 million to Kshs.76.46 billion liom Kshs.76.5l billion
while thc dcvclopmcnt budgct has sccn a nct rcduction ol Kshs.79l.40 million to the currcnt

Kshs.26.25 billion up from Kshs.27.0 billion.

'l'hc actual cxpcnditurc lor thc samc pcriod was at Kshs.97 billion, Kshs.80.0 billion and

Kshs.94.I billion rcspcctivcly lor thc ycars 2022123,2023124 and 2024125.'l.his is as tabulatcd

below.

xxv
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l:rom thc analysis abovc, it is wo(h noting that thc rccurrent and dcvclopmcnt budgetary

allocations and actual cxpcnditures lor the State l)cpa(ment of Medical serviccs shows that the

rccurrcnt votc had bccn consumcd most olthc rcsourccs in the pcriods undcr rcvicw; l:Y 2022123

to l:Y 2024125.

l'ablc bclow shows thc dctails lor thc rccurrcnt votc lbr thc pcriod undcr rcvicw

Analysis of llccurrcnt l)xpcnditurc (Kshs. Million)
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l'able below shows thc dctails lor the Dcvclopmcnt votc for thc pcriod undcr rcvicw

Analysis of Dcvclopmcnt l)xpcnditurc (Kshs. Million)

Expenditure Analysis of ProgrammesFY 2021/22 -2023124

'l'his section shows thc brcakdown olapprovcd and actual expcnditurcs inl:Y 2022123 1o2024/25

disaggregated by programmes.

Analysis of Programmc Expcnditurc (Kshs. Million)

Ilowcvcr, thc overall absorption ratc for over thc pcriod has shown as 87%, 80% & 92%o in

FY2022123,|:Y 2023124 &l:Y 2024125 rcspcctivcly.'l-he rccurrcnt absorption ratc at 95 yo,97%

&.95yo on l:Y 2022123,|:Y 2023/24 & FY 2024125 rcspectively whilc Dcvclopmcnt absorption

rate was 74%,51% &.80%inFY 2022123 l:Y 2023124 IrY and 2024125 respcctivcly.
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o State Department's compliance with statutory rcquircments.

'l'hc State Department operatcs within a robust lcgal and policy environment. This lcgal architccturc

providcs thc cnabling cnvironmcnt lor policy and regulatory cnvironmcnt in hcalth, particularly in

relation to govcrnancc, data protcction, servicc dclivery, procuremcnt, and institutional mandates. It

includes the following instrumcnts:

a) Constitution of Kcnya,

b) tJcalth Act, 2017

c) Kcnya Ilcalth Policy 2014-2030

d) Data Protection Act,2019

c) Public lrinancc Managcmcnl Acl,2012

f) 2010 Digitalllealth Act,2023

g) Public Procurcmcnt and Assct Disposal Act, 2015

h) Kcnya Digital Master Plan2022*2032

i) Kcnya Ilcalth I')ntcrprise Architccture I)lucprint

j) Kenya National c-l lcalth Policy 2016-2030

k) Social llcalth Authority Act,2023

l) Facilitics lmprovcmcnt Financing Act,2023

. Major risks facing the organisation.

'l'he country currently has a strong political commitmcnt to dclivcring good-quality hcalth carc

scrviccs to its citizcns. Intcrnal and cxtcrnal political and cconomic cnthusiasm may, howcvcr, bc

affcctcd by a change in country's lcadership and the declining of buy- in/commitmcnt from county

lcaders. this risk can be mitigated by continuously involving thc county leadcrship in dccision-

making and implcmentation of stratcgics aimcd at achicving LJI IC

Sufficicnt and sustainable financial and human rcsourccs is another risk that nccds dclibcratc actions

through innovative and resilicnt financing and advocacy on human rcsourccs

xlix
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I0. Flnvironmcntal and Sustainahility lLcporting

a) Sustainability strategy and profilc

In sustainability, thc Statc l)cparlmcnt has continucd to prioritizc strcngthcning of thc

hcalth systcm post COVII)-19 pandcmic in ordcr to prooland prcparc thc scctor lor any

luturc potcntial outbrcaks.'l'hc activitics undcrtaken within thc Statc l)cpartment arc also

focused in strengthening thc health systcms blocks which in thc long run strengthen and

sustain thc hcalth systcm. 'l'his in turn supports thc implcmcntation of UI-IC, bcing a

prcsidcntial dircctive and thc Country's Global commitment.

b) Environmcntal pcrformance /climate changc/ mitigation of natural disastcrs

In collaboration with thc sister departmcnt of l)ublic llcalth and Prolcssional Standards,

thc Statc Dcpartmcnt in thc pcriod undcr rcvicw ensurcd cnvironmcntal safcguards

arrangcmcnt for environmcntal compliance. Itcgarding climate changc and hcalth, thc

scctor committcd to cnsurc a hcalth systcm that mainstrcams sustainable, climatc rcsilicnt

and low carbon cmissions in dclivcry ol its lunctions. As a rcsult, thc scctor completcd the

first Kcnya climatc changc and hcalth stratcgy 2024 - 2028. During thc FY cndcd, the

scctor finalizcd the hcalth care wastc managcmcnt guidclincs. In addition, 1o address thc

commitment on low carbon emission, the sector has prioritizcd to develop environmentally

sustainablc (grccn) hcalth carc guidclincs in thc ncxt IrY. Irurthcrmorc, with suppo( lrom

thc Ministry of llnvironmcnt, Climatc changc and l"orcstry, the State Dcpartment rcceivcd

capacity building and training support, whcrc six scnior hcalth workcrs wcre traincd in

March2024 on climatc changc.

Irollowing thc l)rcsidcntial l)irectivc to (lrow l5 billion trccs, thc Statc l)cpartmcnt was

assigncd to support trcc growing initiativc in thc county of lilgeyo Marakwet. Scveral

cllorts havc becn undcrtakcn to cnsurc that this directive has becn implcmcntcd'

c) Employce wclfarc
'l'he hiring process under thc recruitment and selcction policy, outlinc proccdurcs for

advertising, shortl isting, interviewing and selection of candidatcs.

'l'he hiring proccss lor the State Department for Mcdical Scrvices ensurcs compliancc with

PSC rcgulations and Kcnyan public scctor policics by prioritizing mcrit, transparcncy,

I
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and inclusivity. tlclow is an outlinc of' thc procedurcs incorporatcd lor advcrtising,

shortlisting and sclcction ol candidates:

l. Advcrtising Proccdurcs:

Job Analysis and Approval:

. Nccds Assessment: 'l'he Statc Dcpartmcnt for Mcdical Scrvices idcntifies

staffing necds based on its stratcgic objectivcs, workload analysis, or vacant

positions, ensuring alignment with thc approved organizational structure and

establishmcnt.

Dcvclopment of indent and advcrtiscmcnt: A dctailcd job dcscription

spccilying thc job titlc, gradc (pcr l'}SC grading structurc), duties, minimum

qualifications, cxpcricnce, and skills rcquircd is dcvclopcd

Publication of the Vacancy

. Following thc approval by the Public Servicc Commission the vacancy is

advcrtiscd cithcr intcmally or cxtcrnally through the I'SC portal and

ncwspapcrs.

Application Submission Proccss

. Onlinc Applications: I)ircct applicants submit through thc Ministry's onlinc

providcd portals, or thc PSC c-rccruitmcnt po(al, whcrc thcy complctc a

standardizcd application form and upload rcquired documcnts.

2. Shortlisting and Sclcction olCandidatcs

Screcning Proccss: Applications arc cvaluatcd against thc advcrtiscd job critcria,

such as acadcmic qualifications, profcssional rcgistration, and rclcvant cxpcricncc,

as stipulatcd in the job description approvcd by thc PSC (Public Scrvicc

Commission Act,2017, Scction 35).

o

Submission lor PSC Approval:The vacancy dctails are thcn submittcd to thc

PSC through thc Authorizcd Officcr for approval, as rcquircd undcr Section

35 olthc PSC Act, 20 17. 'l'his includcs confirmation olbudgct availability pcr

thc t'ublic Irinancc Managcmcnt Act,2012.

ti
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I luman llesource Managemcnt undcrtook efforts to improve employee skills in cognition

with Public Service Commission regulations and guidelines by undertaking a training

nccds asscssmcnt to identify stafftraining nceds.

d) Operational practices
'l'he Statc l)epartmcnt cmploys the lollowing practices to ensurc rcsponsiblc Supply chain

and supplicr rclations

3. Sclcction olCandidatcs

livalualion: Candidatcs are cvaluatcd bascd on structurcd intcrvicw pcrformancc,

practical asscssmcnts, and alignment with thc job's compctencics, using

standardized scoring matriccs lo cnsure consistency and mcrit-bascd selection.

Ilackground Chccks and Vctting: mandatory vctting is thcn conductcd, including

vcrification of academic and profcssional crcdcntials and clearance certificates

lrom rclcvant authoritics such as thc [lthics and Anti-Corruption Commission,

Ilighcr liducalion Loans lloard, Kenya [lcvcnuc Authority, Crcdit Relcrcnce

llurcau, l)ircctoratc of Criminal lnvestigations, as mandatcd by I'}SC rcgulations

and the l.cadership and Intcgrity Act, 2012.

Irinal Sclcction and Of[cr: 'l'hc top candidatc(s) who bcst mcct thc job critcria and

dcmonstratc suitability lor thc rolc is sclcctcd and oflcrcd cmploymcnt.

llonouring Paymcnts on 'l'imc - 'l-he organization proccsscs supplicr invoiccs

promptly in line with agrccd payment tcrms, thcrcby building trust and sustaining

long{crm relationships.

Il.cspecting Contractual Obligations - All contractual tcrms and conditions,

including dclivery schcdulcs and payment agreemcnts, arc adhercd to.

a

a

a

a

a

a

Shortlisting Criteria: From the scrccning a list of typically 3-10 applicants pcr

position who mcct or cxcecd the minimum qualifications, prioritizing mcrit as

mandated by PSC rcgulations (Scction 34) are shortlistcd,

Notification and l)ocumcntation: Sshortlisted candidatcs arc thcn notificd via thc

PSC c-recruitmcnt portal or email, providing clcar instructions on the intervicw

proccss, timclinc, and rcquircd documcnts,, cnsuring transparcncy'

a
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Maintaining Open Communication -'l'he organization communicatcs clearly with

supplicrs on procurcmcnt necds, dclivcry cxpcctations, and any arising issucs.

I)romoting lrair 'l'rcatment - Supplicrs are trcatcd with respcct and cvaluatcd on

mcrit without favouritism or discrimination.

Ethical Practiccs - 'l-hc organization discouragcs corrupt practiccs and cnsurcs

procurcmcnt dccisions are guidcd by intcgrity, accountability, and profcssionalism.

c) Community Engagcmcnts

ln an effort to give back to thc socicty,'l'hc Statc Dcpartmcnt organiscd a mcdical camp at

Muhoroni Sub County. Ovcr 5000 pcoplc rcccived mcdical check-ups and medicine.

'l'hc State Dcpartment has also carricd out immcnsc training on mcntal hcalth sccking to

improvc mcntal hcalth awareness in thc Country

a

a

a
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I 1. Statement of Managcmcnt ltesponsibilitics

Scction 8l (l) of thc Public Irinancc Managcmcnt Acl,2012 rcquircs that, at the cnd of cach financial

ycar, the Accounting Officcr lor a National Governmcnt Statc Department shall prepare financial

statcments in rcspcct ol that Statc l)cpartmcnt. Section 8l (3) rcquircs thc financial statcments so

prcpared to bc in a form that complies with rclcvant accounting standards as prcscribcd the Public

Scctor Accounting Standards lloard of Kcnya l'rom time to timc'

'l'hc Accounting Olficcr in charge of thc Statc l)cpartmcnt lor Mcdical Scrviccs is rcsponsible lor thc

prcparation and prcscntation of thc Statc l)cparlment lor Medical Scrvices financial statemcnts, which

givc a true and lair view of thc state o[affairs of thc Statc l)cpa(ment for Medical Serviccs for and as

at the cnd ol'thc financial ycar cnded on Junc 30,2025. 'l'his rcsponsibility includcs: (i) maintaining

adcquatc financial managcmcnt arrangcmcnts and cnsuring that thcsc continuc to bc cflcctivc

throughout thc rcporting pcriod, (ii) maintaining propcr accounting records, which disclose with

rcasonable accuracy at any time the financial position olthc Statc l)cpa(mcntal l"or mcdical Serviccs

, (iii) designing, implementing and maintaining internal controls relevant to thc preparation and fair

prcscntation ol'thc financial statcmcnts, and cnsuring that thcy arc lrcc lrom matcrial misstatcmcnts,

whcthcr duc to crror or fraud, (iv) salcguarding thc asscts of thc State Dcpartment lror Mcdical

Scrviccs; (v) sclccting and applying appropriate accounting policics, and (vi) making accounting

cstimatcs that arc rcasonablc in thc circumstanccs.

nt for Mcdical Scrviccs
and l-inancial Statemcnts for the y

'l'hc Accounting Officcr in chargc ol'thc State Dcpartmcnt lor Mcdical Serviccs acccpts rcsponsibility

for thc Statc l)epa(mcnt for Mcdical Scrviccs financial statcmcnts, which havc bccn prcpared on thc

Accrual llasis Mcthod ollrinancial llcporting,, using appropriate accounting policics in accordancc with

Intcrnational Public Scctor Accounting Standards (IPSAS).'l'hc Accounting Olficcr is of thc opinion

that thc Statc I)cpa(mcnt for Medical Scrviccs financial statcments give a true and fair vicw of thc state

olstatc Dcpa(ment for Medical Services transactions during the financial year endcd June 30,2025,

and of thc Statc l)cpanmcnt's financial position as at that datc. 'l'hc Accounting Olficcr lurlhcr confirms

rhc complctcncss ol'thc accounting rccords maintaincd lor thc Statc I)cpartmcnt lor Mcdical Serviccs

which havc becn rclicd upon in thc preparation of thc Statc l)cpartment for Medical Scrviccs financial

statemcnts as wcll as the adcquacy of the systcm ofintcrnal controls.

liv
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'l'he Accounting Officer in charge of the State Departrnent for Medical Services coufirms that thc StateDepartment has complied fully with applicable Government Regulations and the ternrs of externalfinancing covenallts (where applicable), ancl that
under audil wer.e used l.or the eligible purposes

the State Depar.tmen{. I'unds reccivecl dur.ing the year.
lol which they were intendecl and were pr.o perlyaccounted for. I:Lrrther thc Accounting Olficer.con fir'rrrs that the State I)epartrrcnt financial statehavc been prepared in a for.rn that contplies wiL

Public Sector AccoLrnting Stanclarcls Board oll(e

h relevant accounting .stanclards prcscribecl by the

tlteltts

were approved orl

Namc: CpA Moses Citari
I{ead of Accounting Unit
ICI'}AI( M/No 4204

nya

Approval of thc Iinancial statcmcnts

l'he State Depa(ment for
7 7- oa - 2025 and signed by

Medical Ser.vices financial statemol.rts

Nanrc: Dr. O

\--. rz-, '\-""'x-'
otueddGWU ITA

Accounting Ofliccr
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REPORT OF THE AUDITOR.GENERAL ON STATE DEPARTMENT FOR MEDICAL
SERVICES OR THE YEAR ENDED 30 JUNE, 2025

PREAMBLE

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

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

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

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

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in
accordance with the applicable financial reporting framework. The Report on Financial
Statements should be read together with the Report on LaMulness and Effectiveness
in the Use of Public Resources, and the Report on Effectiveness of lnternal Controls,
Risk Management and Governance.

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

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying transitional IPSAS financial statements of State
Department for Medical Services set out on pages 1 to 110, which comprise of the
statement of financial position as at 30 June, 2025 and the statement of financial
performance, statement of changes in net assets, statement of cash flows and the
statement of comparison of budget and actual amounts for the year then ended and a
summary of significant accounting policies and other explanatory information in

Report of the Auditor-General on State Departmen, for Medical Services for the year ended 30 June, 2025
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accordance with the provisions of Article 229 of lhe Constitution of Kenya and Section
35 of the Public Audit Act, 2015. I have obtained all the information and explanations
which to the best of my knowledge and belief, were necessary for the purpose of the
audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the transitional IPSAS financial statements present fairly,
in all material respects, the financial position of State Department for Medical Services
as at 30 June, 2025 and of its financial performance and its cash flows for the year
then ended, in accordance with lnternational Public Sector Accounting Standards,
Accrual Basis (including the transitional provisions permitted under IPSAS 33) and
comply with the Public Finance Management Act, 2012 and The National Treasury
and Economic Planning Circular No.3 of 14 April,2025.

Basis for Qualified Opinion

1. Undisclosed Appropriations-ln-Aid

The statement of financial performance and as disclosed in Note 9 to the financial
statements reflects proceeds of sale of assets amount of Kshs.22,400,215,346 being
Appropriations-ln-Aid (AlA). lncluded in the amount is AIA of Kshs. 7,179,906,683 for
three (3) entities under the State Department. However, the amount differs with the
AIA amount in the respective entity financial statements totaling Kshs.18,533,989,275
resulting to an unexplained variance of Kshs. 11,354,082,592 as tabulated below:

No Agency AIA as per Entity FS
(Kshs)

AIA as Per State
Department FS (Kshs)

Variance (Kshs)

1 KEMSA 6,305,164,755 220,000,000 6,085,164,755
2 KEMRI 7,959,032,765 2,684,837,380 5,274,195,385
3 KUTRRH 4,269,791,755 4,275,069,303 -5,277,548
Total 18,533,989,275 7,179,906,683

Further, Appropriations-in-Aid for the Social Health Authority (SHA) has not been
determined and incorporated in the financialstatements.

ln the circumstances, the accuracy and completeness of Appropriations-ln-Aid amount
of Kshs.22,400,215,346 for the period could not be confirmed.

2. Undisclosed Receivables

The statement of financial position reflects Nil receivables from exchange transactions.
However, analysis revealed claims totaling to Kshs.359,103,427 due from the Social
Health Authority and the defunct National Health lnsurance Fund which have not been
disclosed in the financial statements. ln addition, receivables amounting to
Kshs.33,514,805 from six (6) other entities were also not disclosed in the financial
statements.

ln the circumstances, the accuracy and completeness of the receivables from
exchange transactions balance could not be confirmed.
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3. lnaccuracies in Cash and Cash Equivalents

ln the circumstances, the accuracy and completeness of cash and cash equivalents
balance of Kshs.375,029,542 could not be confirmed.

4. Failure to Prepare Financial Statements

The statement of financial performance reflects revenue from non-exchange
transactions amount of Kshs.94,054,037,542 which includes proceeds from foreign
borrowings amount of Kshs.3,634,913,195. However, analysis revealed four (4) loan
and grants funded projects of: construction of Kisii Cancer Centre, upgrading maternal
and new born care units, Kenyatta National Hospital (KNH) Burns and Paediatrics
Centre and NASCOP TLC-1DU research project whose financial statements were not
prepared and presented for audit.

ln the circumstances, the accuracy and completeness of proceeds from foreign
borrowings amount of Kshs.3,634,913,195 could not be confirmed.

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

Emphasis of Matter

Budgetary Gontrol and Performance

The statement of comparison of budget and actual amounts reflects final expenses
budget amount of Kshs.102,723,906,351 and actual on comparable basis amount of
Kshs.94,101 ,223,671. However, analysis of the budget revealed that the actual
expenditure includes Kshs.4,353,754,695 in relation to forty-one (41) programmes
whose budget amount was Kshs.3,263,754,640 resulting to over expenditure of
Kshs.1 ,090,300,055.

Expenditure above the budget implies weak budgetary control and poor fiscal
discipline.
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The statement of financial position and as disclosed in Note 16 to the financial
statements reflects cash and cash equivalent balance of Kshs.375,029,542. However,
the balance excludes funds held in the Equalization Fund account, one project
account, and three hospital accounts, with balance totaling to Kshs.134,152,978.
Further, seven (7) dormant bank accounts with nil balances had not been closed. ln
addition, review of bank account register revealed one donor funded research project
account which received Kshs.3O,112,048 in the 2023/2024 and Kshs.10,577,253 in

202412025 totaling to Kshs.40,689,301 but its operations have not been incorporated
in the financial statements.

My opinion is not modified in respect of this matter.



Key Audit Mafters

Key audit matters are those matters that, in my professionaljudgement, are of most
significance in the audit of the financial statements. Except for the effect of the matters
described in the Basis for Qualified Opinion section, I have determined that there are
no other key audit matters to communicate in my report.

Other Matter

1. Unresolved Prior Year Matters

ln the prior year audit report, several issues were raised under the Report on Financial
Statements, Report on Lawfulness and Effectiveness in Use of Public Resources, and
Report on Effectiveness of lnternal Controls, Risk Management and Governance,
respectively. Review of the status during audit of the State Department in 202412025
revealed that matters detailed in Appendix I remained unresolved as at 30 June,
2025.

2. Avoidable Expenditure - Court Awards

Note 22 to the financial statements reflects court awards of Kshs.68,421,740,034.
Review of the case files revealed that the State Department entered into contract for
the supply of anti-malaria drugs and equipment on 14 July 1995 for
Kshs.1,157,846,150. However, payment was not made to the supplier in a timely
manner resulting in a suit for which the contractor was awarded an amount of
Kshs.1 ,862,302,792 for breach of contract. The amount had escalated to
Kshs.15,250,000,000 as at 30 June 2025 due to accrued interest. Further, a payment
of Kshs.360,000,000 was made after the courts determined that Management failed
to perform contractual obligation of paying for the delivered supplies. ln addition,
review of case files revealed that only Kshs.17,316,763,761was supported by way of
advisory letters from the Attorney General while the rest of the balance of
Kshs. 5 1,1 04,97 6,27 3 was unsupported.

ln the circumstances, State Department incurred avoidable costs by failing to honor
the provisions of the contract and the court awards.

Other lnformation

The Management is responsible for the Other lnformation set out on pages iv to lv
which comprise of Key MDA lnformation and Management, Profile of the Cabinet
Secretary, Profile of Accounting Officer and Key Management, Statement by the
Cabinet Secretary, Statement by the Accounting Officer, Statement of Performance
Against Predetermined Objectives for the FY 202412025, Statement of Governance,
Management Discussion and Analysis, Environmental and Sustainability Reporting
and the Statement of Management Responsibilities. The Other lnformation does not
include the financial statements and my audit report thereon.

ln connection with my audit on the State Department's financial statements, my
responsibility is to read the Other lnformation and in doing so, consider whether the
Other lnformation is materially inconsistent with the financial statements or my
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knowledge obtained in the audit or otherwise appears to be materially misstated. lf
based on the work I have performed, I conclude that there is a material misstatement
of this Other lnformation, I am required to report that fact. I have nothing to report in
this regard.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion
on LaMulness and Effectiveness in the Use of Public Resources section of my report,
I confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Conclusion

1. Development Expenditure Below 30% Percent Threshold

The statement of comparison of budget and actual amounts reflects final budget of
amount of Kshs.102,723,906,351. However, analysis of the budget revealed that the
State Department received Exchequer of Kshs.67,780,783,111 out of which
Kshs.17,138,891,616 or 25o/o was utilized for development programmes while
Kshs.50,641,077,626 or 75o/o was incurred on recurrent expenditures. This was
contrary to Regulation 26 (1) (f) of the Public Finance Management (National
Government) Regulations 2015 which requires development expenditure to be at least
thirty percent.

ln the circumstances, Management was in breach of the law

2. Deficiencies of the Vaccination Programme

The statement of comparison of budget and actual amounts reflects final budget of
Kshs.102,723,906,351 out of which Kshs.5,530,000,000 was allocated to the
vaccination programme. However, the following unsatisfactory matters were noted;

i) Analysis of the budget revealed that only Kshs.2,930,000,000 was used to procure
vaccines resulting to underutilization of Kshs.2,600,000,000 or 47o/o of the
allocated funds. Further, Kshs.200,000,000 earmarked for vaccine production was
reallocated through a supplementary budget to other uses.
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ii) Review of vaccine utilization ledgers of three (3)vaccines of BCG, Measles Rubella
and Yellow Fever revealed a wastage rate of 75o/o,57o/o and 51% respectively
which was higher than the allowable rate of 15o/o. For instance, out of the 8,602,303
doses of BCG issued to various health facilities, only 2,113,091 doses were



administered resulting to 6,489,212 or 75o/o wasted doses. This was contrary to
Paragraph 8 of the World Health Organization Monitoring Vaccine Wastage at
Country Level Guidelines for Programme Managers 2005 which requires countries
receiving GAVI support to reduce their wastage rates to 15o/o for '1O-dose and 20-
dose presentations within three years.

iii) The State Department received 35,651,824 doses of various vaccines of
undetermined value which were funded by Global Alliance for Vaccine
lmmunization (GAVI) and Government of Kenya but the GAVI grant portion was
not disclosed in the financial statements.

ln the circumstances, these deficiencies may indicate significant shortfall and gaps in
implementation planning, procurement inefficiencies, or delays, potentially
undermining the effectiveness of the vaccination programme.

3. Delayed Upgrading of Maternal and New-born Units

During the year under review, it was noted that the project of upgrading of twenty (20)
Maternal and New-born Units to enhance maternal healthcare services through
construction, installation of medical equipment, testing, training, and financial
handover at EUR 24,000,000 was scheduled for completion within twenty-four (24)
months. However, as at 30 June, 2025 approximately nine (9) months past the
expected completion date only six (6) health facilities had been completed, while the
remaining fourteen (14) were still under construction. Further, an expenditure of
Kshs.1 ,127,146,064 was incurred for shipment of materials but the bill of quantities
and details of the value of work done were not provided for audit and the financial
statements for the project were not prepared. This was contrary to Regulation 7a(6)
of the Public Finance (National Government) Regulations, 2015, which requires
accounting officers to maintain proper books of accounts and records for all projects
and donations.

ln the circumstances, Management was in breach of the law

4. lrregular Payment for lntangible Preliminaries

The statement of financialposition and as disclosed in Note 17 reflects property, plant
and equipment balance of Kshs.736,370,806. However, review of bill of quantities and
payment vouchers revealed that intangible preliminaries amounting to
Kshs.17,103,333 covering security, site sanitation, and project management expenses
were paid to contractors for various construction projects. This was contrary to Section
Vlll Bill of Quantities Paragraph 3.0(a) of the Public Procurement Oversight Authority
Guidelines, 2007 which requires the number of preliminary items to be priced by the
tenderer be limited to tangible items such as site office and other temporary works,
otherwise items such as security for the works which are primarily part of the
contractor's obligations should be included in the Contractor's rates.

ln the circumstances, Management was in breach of the law
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5. Unapproved and Undisclosed Waiver of Patient Bills

The statement of financial performance and as disclosed in Note 9 to the financial
statements reflects Appropriations in Appropriation-ln-Aid (AlA) amount of
Kshs.22,400 ,215,346 from Semi-Autonomous Government Agencies (SAGAS) which
includes Kshs.458,535,663 from Mathari National Teaching and Referral Hospital.
However, review of Hospital records revealed waived patients bills amounting to
Kshs.41,764,443 which were not approved by the accounting officer or disclosed in
the financial statements. This was contrary to Section 66 (2) and (3) of the Public
Finance Managemenl Acl, 2012 states that, 'An Accounting Officer shall obtain
approval from The National Treasury for the proposed tariff structure. lnformation on
the tariff structure shall be disclosed in the annual report, including information on
exemptions, discounts, free services and any other aspect of material influence on the
revenue yield.

ln the circumstances, Management was in breach of the law

6. Stalled Projects

The statement of financial performance and as disclosed in Note 12 to the financial
statements reflects use of goods and services amount of Kshs.5,516,080,179.
However, review of project status report revealed that twenty (20) equalization fund
projects intended for marginalized areas valued at Kshs.484,048,098 have stalled
despite disbursements of Kshs.333,037,912. Further, the construction of Pediatric
Emergency Centre and Burns Management Unit at Kenyatta National Hospital at a
contract amount of Kshs.2,959,511,555 commenced on 02 August,2018 and was
scheduled for completion by 10 November, 2020. This project is incomplete despite
payments amounting to Kshs.1,099,686,586. ln addition, The National Treasury
approved the establishment of a Neuropsychiatric National Teaching and Referral
Hospital at Ngong, Kajiado County at a cost of Kshs.5,000,000,000 over a two-year
period with an initial budget allocation of Kshs.2,500,000,000 in the financial year
202112022. This project has not commenced since Kshs.579,150,000 disbursed for its
implementation was subsequently refunded to The National Treasury on 29 March
2023.

ln the circumstances, value for money incurred on these projects could not be
confirmed.

7. National Equipment Service Programme

The State Department jointly with the Council of Governors entered into a fixed fee for
service contracts with seven (7) suppliers under the National Equipment Service
Program. Review of tender documents and contract agreement revealed that the
program involved the installation of medical equipment, maintenance services, training
and provision of consumables to health facilities. These services were to be financed
through a fixed fee-for-service model over a seven-year period, with a possible
extension of three additional years. However, the following unsatisfactory matters
were noted;
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7.1. Unapproved National Equipment Service Programme

It was noted that there was no evidence of approval from the Public Private Partnership
Committee before implementation of the programme. This was contrary to Sections 2
and 59 of the Public Private Partnership 4c|2021 which requires any arrangement in
which a private entity performs a public function and receives compensation through
fees or charges qualifies as a public-private partnership and such arrangements
together with its financial risk assessment report require prior approval from the Public
Private Partnership Committee.

Review of the contract documents revealed that revenue generated will be shared
between the suppliers and health facilities for each service rendered. However, 80%
lo 255o/o of revenue generated from one hundred and twenty (120) Social Health
Authority (SHA) insured services will be paid out to the suppliers leaving the health
facilities with little or no funds for operation. For instance, the pay-out ratio to suppliers
for nine (9) services is above 100% forcing health facilities to compensate suppliers
over the SHA approved rates. This was contrary to the affordability principle as
outlined under Section 2(b) of the Public Private Partnership Acl, 2021 since the
programme imposes unreasonable financial burden to the health facilities and the end
users.

7.3. Technical lncapability of Suppliers

Examination of the tender evaluation criteria outlined in the contract documents
revealed that bidders were required to demonstrate a minimum average annual
turnover of Kshs.1,000,000,000 over the past three years, along with evidence of
having successfully completed at least five (5) similar hospital equipment maintenance
contracts within the last five years. However, it was noted that three (3) of the firms
had been operational for less than two (2) years, while one (1) had only been in
existence for seventy-four (74) days at the time of bidding. This was contrary to Section
47(2)(a) and (b) of the Public Private Partnership Act,2021which states that, 'A private
party or consortium is eligible to respond to a request for qualification if the party or
consortium (a) satisfies the criteria specified in the request for qualification issued by
the contracting authority and (b) has the technical capability and financial capacity to
undertake the project'.

7.4. Risks in the Programme lmplementation

The following risks were identified in the programme implementation,
i) The services to be offered under the programme include three hundred and twenty-

eight (328) tests at various prices which had not been discussed and agreed on by
the various health facilities and exposes hospitals to higher prices.

ii) ln addition, the health facilities are required to remit the funds due to the suppliers
to a special purpose account to be management jointly by the State Department
and the Council of Governors on or before 1Sth of the following month. Funds from
insured services willdirectly be disbursed from Social Health Authority while health
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facilities will deposit funds for uninsured services to the special purpose account.
However, there is a risk of delayed release of funds by Social Health Authority and
the health facilities which may affect the sustainability of the program.

iii) Further, no feasibility study was conducted indicating whether the funds to be paid
out are commensurate to the expenses incurred and whether the retained amount
will be adequate to sustain health facility operations. This may affect the operations
of the health facilities contrary to Section 7 (a) of the Facility lmprovement Fund
Act,2023 which requires the finances be retained by health facilities to support the
optimal operations for effective service delivery throughout the financial year;

ln the circumstances, the sustainability of program could not be confirmed

8. Unbudgeted Procurement of Medical Equipment on Lease

During the year under review, Management floated open tenders for the provision of
medical equipment on lease for seven (7) years in public health facilities. However,
review of tender documents revealed that procurement process was completed and
five (5) bidders were recommended for award on 1 August,2024 but the contract had
not been signed as at 30 June, 2025 due lack of budgetary provisions. This was
contrary to Section 53(8) of the Public Procurement and Asser Disposal Act 2015
states that, 'Accounting officer shall not commence any procurement proceeding until
satisfied that sufficient funds to meet the obligations of the resulting contract are
reflected in its approved budget estimates.

ln the circumstances, Management was in breach of the law

9. Delayed Construction of Kisii Cancer Centre

The statement of financial performance and as disclosed in Note 13 to the financial
statements reflects transfers to other government entities amount of
Kshs.76,675,762,000 out of which Kshs.134,531,199 was a direct payment for the
construction of Kisii Cancer Centre. The construction of the main civil works was
awarded on 31 January,2024 a sum of USD.9,237,105 (Kshs.1,479,668,715) for a
period of seventy-eight (78) weeks. However, as at 30 June, 2025 approximately
seventy-seven (77) weeks later, the value of work done was
USD.967,275(Kshs.154,945,364) equivalent to 10o/o. ln addition, the advance
payment of Kshs.283,032,102 had not been fully recovered.

ln the circumstances, value for money on expenditure incurred could not be confirmed
and warehousing of medical equipment exposes to the risk of becoming absolute
before they are put into use.
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Further, the construction of the main civil works was awarded alongside with other five
(5) contracts for the supply, installation, commissioning, operation and maintenance
of various medical equipment at Kshs.155,467 ,261 but the period was not specified.
However, according to the site meeting minutes held on 1 August, 2025 the medical
equipment was already at warehouse waiting completion of the main civil works.



10. Irregular Procurement of Gommunity Health Promoters Kits

The statement of financial performance and as disclosed in Note 13 reflects use of
goods and services amount of Kshs.5,516,080,179 which includes specialized
materials and services amount of Kshs.1,572,689,346. The following unsatisfactory
matters were observed on the purchase of Community Health Promoters kits;
i) During the year under review, the State Department procured Community Health

Promoters' (CHP) phones at the cost of Kshs.650,000,000 which were not included
in the annual procurement plan. This was contrary to Section 45(3)(a) of the Public
Procurement and Asset Disposal Act 2015 which requires that all procurement
processes be within the approved budget and through an annual procurement plan.

ii) On 13 September,2023 Management procured community health promoters kits
on a three-year at a contract cost of Kshs.24,760,791,759 through Specially
Permitted Procurement Procedure. However, there was no evidence that the
partner incurred the initial investment. This was contrary to Section 11a(A)(2)(d) of
the Public Procurement and Asset DisposalAct, 2015 which requires the partner
would incur the initial investment.

iii) The contract was awarded to a foreign company which was not registered in
Kenya. This was contrary to Section 974(1) of the Company's Act, 2015 which
prohibits a foreign company carrying on business in Kenya unless it is registered
or it has applied to be so registered and the application has not been dealt with
within the period prescribed.

iv) The kits were procured using a three-year contract out of which
Kshs.10,226,991,917 was for year one, Kshs.6,892,000,519 for year two and
Kshs.7,641 ,799,323 for year three. However, the first-year portion of the contract
exceeded the approved budget of Kshs.5,000,000,000 by Kshs.5,226,991,917
while there was no budget and procurement plan for the second year. This was
contrary to Section 53(7) of the Public Procurement and Asset Disposal Act, 2015
which requires multi-year procurement plans be prepared for projects or contracts
that go beyond one year'.

11. Unconfirmed Testing of Health Products

The statement of financial performance and as disclosed in Note 12 to the financial
statements reflects use of goods and services amount of Kshs.5,516,080,179 which
includes specialized materials and services amount of Kshs.1,572,689,346. However,
review of purchase orders revealed that Management procured medical drugs
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v) Review of tender documents and contract agreement revealed that the contract
was awarded without evidence of Health Cabinet Secretary informing the Cabinet
and the National Treasury. This was contrary to Section 134(3) of the Public
Procurement and Asset Disposal Act, 2015 which requires each Cabinet Secretary
to regularly inform the Cabinet and national treasury of all government contracts
exceeding Kenya shillings five billion.

ln the circumstances, value for money on expenditure incurred could not be confirmed.



amounting to Kshs.86,594,830 and delivered to hospitals managed by the State
Department without evidence of testing. This was contrary to Section 35D (1) (c) of
the Pharmacy and Poisons Act, 2012 which requires the National Quality Control
Laboratory to test on behalf of the Government all locally manufactured and imported
drugs or medicinal substances to determine whether they comply with the set rules.

ln the circumstances, Management was in breach of the law

12. Non-Compliance with Persons with Disabilities Staffing Requirements

The statement of financial performance and as disclosed in Note 11 to the financial
statements reflects employee costs amount of Ksh.7,993,1 13,605. However, analysis
of the muster roll revealed that the state department had nine thousand one hundred
and forty-one (9,141)staff out of which only sixty-nine (69) or 0.75% were persons
living with disabilities. This was contrary to Section 8.23(1) of Human Resource
Policies and Procedures Manual for the Public Service May, 2016 which states that
the government shall appoint at least five (5) percent of persons with disabilities.

ln the circumstances, Management was in breach of the law

13. Non-Compliance with One Third of Basic Salary Rule

The statement of financial performance and as disclosed in Note 11 to the financial
statements reflects employee costs amount of Kshs.7,993,113,605. However,
analysis of payroll data revealed that one hundred and eighty-one (181) employees
earned a net salary of less than a third of their basic pay. This was contrary to Section
19(3) Kenya Employment Act, 2007 which requires that without prejudice to any right
of recovery of any debt due, and notwithstanding the provisions of any other written
law, the total amount of all deductions made by an employer from the wages of his
employee at any one time shall not exceed two thirds of such wages.

ln the circumstances, Management was in breach of the law

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The
standards require that I comply with ethical requirements and plan and perform the
audit to obtain assurance about whether the activities, financial transactions and
information reflected in the financial statements comply in all material respects, with
the authorities that govern them. I believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the effect of the matters described in the Basis for
Conclusion on Effectiveness of lnternal Controls, Risk Management and Governance
section of my report, I confirm that nothing else has come to my attention to cause me
to believe that internal controls, risk management and governance were not effective.
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Basis for Conclusion

1. lrregularities in the Supplementary Budget Estimates

The statement of comparison of budget and actual amounts reflects final budget of
Kshs.102,723,906,351 . Analysis of the budget revealed that an allocation of
Kshs.231,000,000 for the construction of five (5) health facilities and the upgrading of
laboratories at the Kenya Medical Research lnstitute was introduced through
supplementary estimates. However, these items did not satisfy the criteria of being
unforeseen or unavoidable, as required under the regulations for supplementary
budgeting. ln addition, the supplementary budget includes pending bills amount of
Kshs.360,000,000 which should have been in the original budget. Further, budget
allocations for one hundred and eleven (1 1 1) programmes amounting to
Kshs.36,633,270,914 were revised beyond the allowable 10o/o variation from their
originalapproved budgets while an entire budget allocation of Kshs.1 ,722,963,426for
fifteen (15) programmes was reallocated through supplementary budget revision.

ln the circumstances, effectiveness of internal controls on preparation of the
supplementary budget could not be confirmed.

2. Unmet Targets on Blood Collection

The statement of financial performance and as disclosed in Note 12 to the financial
statements reflects use of goods and services amount of Kshs.S,516,080,179 which
includes expenditure of Kshs.333,402,654 on blood transfusion services. However,
the following unsatisfactory matters were noted;
i) Review of Kenya Blood Transfusion and Transplant Services monitoring and

evaluation Unit's 202412025 report on blood collection and components
preparation revealed that only 333,533 units of blood were collected against World
Health Organisation (WHO) estimated annual demand of 500,000 resulting to
166,467 uncollected units of blood.

ii) ln addition, the evaluation Unit's 202412025 report revealed that blood
establishments received a total of 322,011 requests for blood and components
from transfusing facilities out of which only 234,926 (73%) requests were fulfilled
resulting to unfulfilled requests of 87,085.

iii) Further, the Kenya National Blood Transfusion Service's system (DAMU KE) lacks
predefined reorder levels and hospitals place blood orders on an ad hoc basrs,
which adversely affects the timely availability of blood and blood components when
needed.

iv) Similarly, analysis of blood collection data revealed that, out of the total of 196,531
blood donors who donated blood during the year only 6,904 (4o/o) were regular
donors, 17,877 (9%) were repeat donors while majority of 171,750 (87o/o) were first
time donors who may not be consistently available to support a stable and
continuous blood supply. This was contrary to Section 5(g) of the Kenya National
Blood Transfusion Service Act, 2020 which states that, 'The functions of the
Service shall be to mobilize, educate and sensitize potential blood donors to foster
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a culture of voluntary blood donation, and build and maintain a safe and
sustainable national voluntary non-remunerated blood donor base'

ln the circumstances, the effectiveness of internal controls on management of blood
collection could not be confirmed.

The statement of financial performance and as disclosed in Note 9 to the financial
statements reflects Appropriations in Aid (AlA) receipts amount of
Kshs.22,400,215,346 from Semi-Autonomous Government Agencies (SAGAS), which
includes Kshs.458,535,663 from Mathari National Teaching and Referral Hospital.
However, review of the hospital's billing records revealed an outstanding amount of
Kshs.92,819,867 related to fifty (50) abandoned patients residing in the hospital post
discharge. These patients continue to utilize limited hospital resources, contributing to
increased healthcare costs and reduced bed availability for other patients in need.

ln the circumstances, the effectiveness of internal controls
hospitalization and discharging patients could not be confirmed.

on identification,

4. High Mortality Ratios

Analysis of mortality data for eleven months revealed 292 health facilities recorded
913 maternal deaths out of 359,207 live births translating to a ratio of 254 per 100,000
live births. ln addition, 120 health facilities recorded 3,692 neonatal deaths out of
80,120 live births translating into a ratio of 46 per 1,000 live births. These ratios are
higher than the Sustainable Development Goal number 3.1 and 3.2 which targets to
reduce global maternal mortality ratio by less than 70 per 100,000 live births and
reduce death of children under five years to as low as 25 per 1,000 live births.

ln the circumstances, the effectiveness of internal controls on managing mortality rates
could not be confirmed.

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

Responsibilities of the Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards
Accrual Basis and for maintaining effective internal controls as Management
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error and for its assessment of
the effectiveness of internal controls, risk management and governance.
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ln preparing the financial statements, Management is responsible for assessing the
State Department's ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting
unless Management is aware of the intention to cease operations.

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

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

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

Auditor-General's Responsibilities for the Audit

ln conducting the audit, Article 229(6) of the Constitution also requires that I express
a conclusion on whether or not in all material respects, the activities, financial
transactions and information reflected in the financial statements are in compliance
with the authorities that govern them and that public resources are applied in an
effective way. ln addition, I consider the entity's control environment in order to give
an assurance on the effectiveness of internal controls, risk management and
governance processes and systems in accordance with the provisions of Section
7(1)(a) of the Public Audit Act, 2015.

Further, I am required to submit the audit report in accordance with Article 229(7) of
the Constitution.

Report of the Auditor-General on State Department for Medical Services for the year ended 30 June, 2025
ll

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards of Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or
error and to issue an auditor's report that includes my opinion in accordance with
Section 48 of the Public Audit Act, 2015. Reasonable assurance is a high level of
assurance but is not a guarantee that an audit conducted in accordance with lSSAls
will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.



Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oagkenya.go.ke/auditor-generals-
responsibilities-for-audiU. This description forms part of my auditor's report.

FCPA nc BS
AUDITOR.GENERAL

Nairobi

04 December,2O25

Report of the Auditor-General on State Deparlment for Medical Services for the year ended 30 June, 2025
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APPENDICES

Appendix I - Unsolved Prior Year Matters

No Audit lssue
Failure to Undertake Assets Valuation

2 Budgetary Control and Performance
3 Budget Credibility
4 Long Outstanding Deposits
5 Failure to Operationalize the Emergency MedicalTreatment Fund
6 Unbudgeted Pending Bills
7 Stalled Equalization Fund Projects
8 Underfunding of Maternity Programme
I Stock Out of Vaccines at the Central Vaccine Store
10 Delayed Completion of Pediatric Emergency Centre and Burns
11 lnadequate Patients Beds at Mathari Hospital
12 Delayed Construction of Kisii Cancer Centre
13 Budqet ln-Adequacy for Community Health Promoters Kits
14 Delayed lnstallation of Medical Gases
15 Unconfirmed Testing of Health Products
16 Encroachment of Land at Mathari Teaching and Referral Hospital
17 Proposed Establishment of a Neuropsychiatric National Teaching and
18 Procurement of the Healthcare lnformation Technology Digitization System

18.1 Unbudgeted Procurement
18.3 Uncompetitive Procurement
18.4 Undefined Scope of Works
18.5 Payment Arrangement Agreement
18.6 U nfavorable Contract Clauses
18.7 Project's Financing and Payment Model

Non-Compliance with the One-Third Rule of Basic Salary
Non-Compliance with Staffing of Persons with Disabilities

21 lnconsistencies in Vaccine lmmunization Data
22 lnadequate Transition Planning from GAV|Vaccine Support

Report ofthe Auditor-General on Stale Department for Medical Services for the year ended 30 June, 2025
t6
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Statc l)cpa rtmcnt for Mcdical Scrviccs
ta tcmcn ts for thc

Annual Itc o rt and Irinancia I S car cndcd ,Iunc 30 ,2025.
I3' Statcmcnt of Financiar l)crfrrrnrancc for thc ycar cnrJcd 30 ,Iunc 2025

Su rp lus/l)cficit Ii)r thc yca r

c I-'inancial Statcmcnts sct out on pagcs I to 2g wclc signcd by

74,,949,321

't'h

-.--

Nrmc: I)r. Ounra Oluga,OCW
Nanrc: CI)A Moscs Gitari

IIcad of Accounting Unit
ICPAK M/No......4204,..

I

I{cvc D U c fro nl n o n cxch 1l lt c t tr:t n s 1l c Io II s

'l'rans lcrs lronr llxchcq ucr
67,780,783,t I t6

I)rocccds l.rorn lorcign borrowings
7 3,634,913,t95

I
) ro c ccds fi'<r dtll o ltl cs t c a r.) d lo rc I o lt o Ian ts

8 238,t25,890
Procceds l.ronr salc ol. asscts (A.r.A)

29 2,400,215,346
'Iir ta I

94,054,037,542

It c cn u c I ro IIl cx C h it n tc r:t n sa C t I o tl s

Othcr Ilccciprs (A. I.A)
IO'I'ota l rcvcn u c

48,000,000

94,102,037,542

llxpcnscs

llnrploycc costs
II 7 ,993,1 t3,605

[Jsc ol'goods and scrviccs
t2 5,516,080,179

lcra r1 s fs to o th r Go In lt1 C n t ll t tn I I CS
7 6,67 5.7 62,000I3

t4 81,037,405

I5 J ,761,096,032

Dcprccial.ion and amortization cxpcl.lsc

Othcr (}.ants and Subsidics

1'ota l cxpcnscs

94,027,0gg,221

Accou n ting Ofliccr

()

I



cnt for Mcdical Scrviccs
cnclcd .Iurrc 30, 21125.Sta tc I)cPa rtnt

Annual llcPort and Financial Statcnt cnts for thc Ycar

14, Statcmcnt of Financiat I'osition as at 30 'Iunc 2025

(4,4 82,639,827)

(4 ,,482,639,1121)

t'h cial statelrcrlts sct otrt orl pagcs pagcs I to 28 wcrc signcd by

Nct Asscts

Nanrc: l)r. Ourna Otuga'O(iW

Accouuting Ofliccr

Nanrc: CPA Moses (litari

IIcad ol' Accounting Unit

ICPAK NUNo"'4204"""

2

Asscts

Cash and Cash cquiva lcnts
Currcnt Asscts

'l'otl I Currcnt Assets

201t,081,1 l0

20tt,0lll,l10
375.,029,542

375.,029,542

Non-Currcnt Asscts 521,989,'735

s21,9lt9'735

r6

1'7
Plant and llquiPrncnt

I'ota I Non- Currcnt
l)ropcrtY,

Asscts

736,370,806

IJ 6,370,ti0(r

730,070,[t45
I ,t I 1,400,347

'l'otal Asscts (a)

Lia b ilitics

l8Currcnt l.,iabilitics
baal' PhtOdc vllilad

5,079,s17,884

206,t79,6't2
5,219,824,5

37 4,215,670

04

I{clundablc DePosits
5,594,040,17 4

'l'o tal Currcnt Liab ilitics
5,285,757,55

5,2li5,757,55

6

6
5,594,040,17 4

t9

'l'ota I l,iabilitics (b)

(4,555,6t16,71 0)
12tt9 )(r32tt44

Nct Asscts (a-b )

(4 ,s ss ,686,'7 t 0)

Accunrulatcd SurP lus

0I-1
6tt )65:),l(

lcs

(



.Statc l)epartment for Mcdical Scrviccs
Annual Report and Financial Statcments for thc year endcd .lunc 30, 2025,

15. Statement of Changcs in Nct Asscts for the ycar cndcd J0 .Iunc 2025

Fund balancc as at 30th .lunc 2024 I ,901 ,.138 I ,90 t ,.l.ltt
(4,5 | s ,7 67 ,7 64)Adjustmcnt:

Rccognition ol Asscts and Liabilitics
(4,5 t 5 ,7 67 ,7 64)

Opcning l)cprcciation (4 r,820,384) (4 r ,820,384)

(4,555'686,710As at,luly 1,2025 (J,555,686,,7 r 0)

I{clurn to l:xchcqucr ( r ,90 r,438) (1.901,438)

74,948,321Surplus/ dcficit lor the year 74,948,321

(4,182,639,827)As at Junc 30, 2025 (4 ,482 ,639 ,1127 )
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Statc l)cpartmcnt for Mcdical Scrviccs
Annual li.cport and Financial Statcmcnts for thc ycar endcd .Iunc 30, 2025.

16. Statemcnt of Cash F'lows for thc ycar cndcd 30 .lunc 2025

KshsNotcs

Cash flows from opcrating activitics

Rcccipts
6 67,780,783,1 I I'l'rans lcrs lrom cxchcqucrs

67,780,783,I I I'I'otal rcceipts

Pa ym cn ts
7,9s0,337,276lllim ploycc costs

4,963,445.681Usc of goods and serviccs

52,645,405,772l3'l'ranslcrs to othcr (lovcrnmcnt llntitics
1,652,729,028l5Other Grants and Subsidies

67 ,,21 I ,9 17 ,7 56'I'otal paymcnts
20 56tt,tt65,J55

Cash flows from invcsting activitics
(400.0 r5,485)Purchasc of PPll
(400,015,4tt5)Nct cash flows from/(used in) investing activitics

Cash flows from financing activitics
( r,90 r,438)

( 1,901,43tt)
Return to Exchcqler_

166,948,432

208.081, r l0l6
375,029,542l6

Net incrcasc/(decrcase) in cash &
Cash cquivalcnts

Cash and cash cquivalcnts at I July

Cash antl cash cquivalcnts at 30,lune

(PSASI) hus prescribed the use ofdirect method for coshJlow preparation)

4

t2

Nct cash flows from/(uscd in) opcrating activities

Nct cash flows from linancing Activitics



State Department for Medical Services
Annual Report and Financial Statements for the year ended June 30,2025.

17. Statement of Comparison of Budget and Actual amounts for the year ended 30 June 2025

Recurrent and Development Combined

Reven ue

Transfers from exchequer 65,255,074,385 4,395,8)t,966 69,650,906,35 r 67,780,783,111 1,870,123,240 91%

Proceeds from Domestic and

Foreign Grants

3,620,000,000 (300,000,0000) 3,320,000,000 238,125,890 3,081,874, I l0 '7%

Proceeds from Foreign Borrowings 7 ,731 ,333,334 (3,804,333,334) 3,927,000,000 3,634,913,195 292,086,80s 93%

Proceeds from Sales of Assets 22,329,000,000 3,449,000,000 25,778,000,000 22,400,2t5,346 3,377,784,654 87%

Other Receipts 48,000,000 0 48,000,000 48,000,000 0 r00%

Total revenue 98,983,407,719 3,7.10,498,632 102,723,906,351 94,102,037,542 92"/r

Expenses

Employees Costs 7 ,940,062,489 ( 142, 160,902) 7,797,90t,587 7,748,446,6s8 49,454,929 990/o

Use of goods and services 7,783,016,893 (t,303,3s6,924) 6,479,659,969 3,935,917,745 2,543,142,224 6t%

Transfers to other government

units

75,371,159,351 6,675,946,228 82,047,t05,579 77,4t2,904,030 4,634,201,549 94Yo

Other grants and transfers 2,371 ,200,000 l ,439,891 ,788 j.81 1.091.788 3,761,096,032 49,995,756 99%

Social benefits 0 208,660,902 208,660,902 201,890,618 6.770.284 97%

Acquisition of PPE s,sr7,968,986 (3,138,482,460) | 2,37e,486,s26 1,040,968,589 l ,338,5 17,937 44%

Total expenses 98,983,;107,719 3,7d0.'{98,632 102,723,906,J51 94,101,,223,671 8.'622,682,680 920h

Surplus/ deficit 813,871

5

8,62 r,868,809



Statc Dcpartment for Medical Services
Annual Report and Financial Statements for the year ended June 30, 2025.

813,871Actual Surplus Amounts as per the statement of Budget

208,081 ,l I II Cash balance brought forward

( l ,901 ,439)1 Retum to Exchequer FY 202312024

Deposits FY 202312024 (206,t79,672)

374,2t5,670-+

375,029,5.llClosing Cash and Cash Equivalent as per the statement of Cash flows

Reconciliation table

Variance analysis

Proceeds from Domestic and Foreign Grants 7'%

The under absorption was due lo:
I. Delays in the disbursement of committed grant funds by development partners.

2. Lengthy approval and negotiation processes for financing agreements, which afected the timely release of resources.

3. Misalignment between donor disbursement schedules and the governmenl's budget execution cycle leading to delays in accessing funds
4. Capacity and compliance challenges in meeting donor conditions and reporting requirements, which slowed down access to funds.

This was mainly due to:
l. Delays in the disbursemenl of commiued grant funds by development partners.

2. Lengthy approval and negotiation processes for financing agreements, which affected lhe timely release of resources.
j. Misalignment between donor disbursement schedules and the government's budget execution cycle leading to delays in accessing funds
1. Capacity and compliance challenges in meeting donor condilions and reporting requiremenls, which slowed dor+'n access to funds.

Use of goods and services 6194

The under absorption was due lo:

6

J

Deposits FY 2024/2025

Proceeds Jrom Sales of Assels 87%
The under absorplion was due lo:
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State DePartment for Medical Services
car ended June 30, 2025

Annual ReP ort and Financial Statemen ts for the Y

Budget Execution by Programmes and Sub-Programmes for FY 202412025

0707000000
20,082,81?,261

4I00t0000 Cornmunicable Disease Control 5,186,01i-236

4l 0020000 Reproductive Materna INewborn 545,61 5.541

Child Adolescent Health

14,698,806,s63

4,729,292.851

s07,956,971

5,384,010,698

Li6.72C.3 85

17.658.564

2,205,ji3,1 3l

8

3,230,707,42453,845,626,566
402000000 t,129,679,22944,086,891,653

2,r l1,8s8,3335,969,576,6738,081,435,006
402090000

Specialized Medical Equipment

National Blood Transfusion

Health Products and

57,0'16,32'.7 ,990

45,216,570,882

Curative Health Services

National Referral Services

Forensic and Diagnostics

Service

Technologies

40201 0000

402080000

402040000

402060000

74,902,280

(85,?38,418)

3,140,115,901

649,042,340

3,215,018,180

563,303,922

2,686,850,3604,892, t 83,491
Reproductive Maternal New

Child Adolescent Health
410030000 born

2,684,298,6196,114,706)749,459,004,993lmmunization Management4 r 0040000
(232,62s,354)3,468,075,3543,235,450,000

411000000
564,t25,354

Health lnnovattons4t 1010000
2,903,950,0002,903,950,000Medical Research

240,595,91 I22,088,715,18922,329,311,100
412000000 56,649,3563,342,429,8413,399,079,202Human Resource an4 I 201 0000 d Support

(232,62s,is4)
33 1.500,000

411020000

Services



State Department for Mcdical Services
Ann ua I Report and Financial Statenrents for the ear ended Junc 30, 2025

102000000

412020000 Financial Management Services 160.29s.938 t6t,374.567 ( 1.078.629)

412030000 Infonlation Communications
Services

18,769.935,960 18,584.910,7?5 185,025,185

Curative Health Services 5'7,076.327,990 5i,845.626,566 3.230,701.421

Grand Total 102,723,906,351 94,101,223,671 8,622,,682,680



Statc l)cpartmcnt
Annual llcpo rts a

lirr Mcdical Scrviccs
nd l'inancial Statcnrcnts for thc yclr cndcd .lunc 30' 2025.

I ti. Notcs to thc l"inancial Statcntcnts

l. Establishmcnt

'l'ho Statc l)cparlrncnt lor Mcdical Scrviccs is cstablisltcd by and dcrivcs its authority and acoountability

fronr lixccutivc ordcr No. I ol 2022 and cxcctttivc ordcr No' I ol 2023" I'hc Statc l)cpartnrcnt is wholly

owncd by tlrc (lovcrnnrcut of Kcuya and is dornicilcd in Kcnya. 'l'hc Statc [)cparllncnt lor Mcdical Scrviccs

principal activity is to build pt'ogrcssivc, rcsponsivc and sustainablc hcalthcarc systcnl lor accclcratcd

achicvcrncnl ol thc highcsr standards ol'hcalth for all pcoplc in Kcnl'n

2. Stalcnrcnt rtf Conrpliancc and Ilasis of llcporting

Statcnrent of cotnpliancc
,l'hcsc Ilnanoial stfltclnctlts lravc bccn prollatccl itr acoordatrcc with tho I'tttrlic l:ittarlcc Matlagcttrcnt Act'

20 l2 and witlr thc Ilrlcrn at i()lla l l,ublic Scctor. Accounting Stanclar.ds (II,SnS).

l:or. thc purposc ol- thcsc financial statcnlcllts, thc statc l)cparlmcnt lirr Mcclical Scrviccs has lrccn

catcgorizcd as a Schcdtrlc I natiorlal Sovcrrrlncllt Statc [)cpalllncnt in linc with Scction 4 ol tltc I)ublic

I;inancc Marragcrncrrt Act, 2012 rcad togcthcr.with l{cgulation 2l I (2) of thc l'trblic l:inancc Matragctrrctrt

(National (iovcrnurcut) I{cgulatiolls, 2015. Schcdulc I national govcrnlncl)t crttitics irrcluclc Ministrics'

I)cpar1nrc1ts, Agcncics, constittrtional instittltions and indcpcndcrrt ol'llccs' Statc [)cparlrncltts arc l'cpollillB

cntitics wlrosc prinrar.y objcctivc is t<l plovidc policy and coordittation ol'govcrntncttl scrviccs

'l'hc usc olpublic rcsourccs by Ml)As is primarily govcrncd by Chaptcl l2 ol'thc Constittrtion' thc rclcvaltt

Appropriation Act, thc [)trblic l;inancc Matragctnclrt Act, ol20 l 2' ancl tlrc l)trblic l)roctl tct tlcltt and l)isposal

Act, ol20l 5.

.l.hcsc financial statclrc.ts wcr.c author.izcd for issuc by thc Accounting olficcr on 25rr'ntlgust 2025

'l'hc Ilnancial statcurcrlts havc bcctr prcparcd itr accordatrcc witlr thc I)ublic l;inancc Matragcltrcllt Act' and

thc statc I)cparttncnt for Mcdical Scrviccs lras takct] aclvantagc of thc tlansitional provisions trndcr II'}SAS

33 and thcrcforc,

l. In thc lirst ycar thc Statc I)cparlnrcnt lor Mcdical Scrviccs has rccogniscd Financial Assots boLrght in

thc financial ycar 2023 /2024 and [inancial ycar 202412025' arrcl all lrinancial l'iabilitics'

2.lnYcartwo,thcstatcl)cpartnrcrrtforMcdicalScl.viccswillrccogniscallltrvcntot.ics

3.lnycartltrccthcStatc[)cpartnlcntlorMcdicalscrviccsrvillbclirllyitrc<lnrpliancclvitlrll)SASAccrtral.

l0



State l)cpartment for Mcdical Scrviccs
dnnual ll.cports and l'inancial Statcmcnts for the year cndcd .Iunc 30, 2025

Notes to thc financial statemcnts

Reporting pcriod

'Ihc rcporting pcriod for thcsc financial statcmcnts is lor thc pcriod cndcd 3Oth June 2025

Basis of prcparation

'l'hese financial statcmcnts havc bcen prcparcd on a going conccrn basis, and thc accounting

policics havc bccn applied consistcntly throughout thc pcriod on an accrual basis unless othcrwisc

specificd (for cxamplc, thc Statcmcnt of Cash Flows). lJnder an accrual basis, revenucs arc

rccogniscd whcn rights to asscts arc earncd or lcvicd rathcr than when cash is rcccivcd, and

cxpcnscs are rccogniscd when obligations arc incurrcd rathcr than whcn thcy arc scttlcd. 'l'hc

financial statemcnts have been prcparcd and prcscnted in Kcnya Shillings to the ncarcst shilling.

'Ihe accounting policies adoptcd have bccn consistcntly applicd to all the years prcscnted.

Critical accounting judgemcnts

IPSAS rcquircs accounting judgcmcnts 1o bc madc in delcrmining accounting policics that impact

the presentation of thcsc financial statemcnts. 'l'hc most critical of thesc judgemcnts, and thcir

impact, arc:

Ilcco gnition ol' rcvcnuc

A revcnuc is an increase in the nct financial position, othcr than incrcascs arising from owncrship

contributions. Revenuc is requircd to be measurcd whcn the cvcnt occurs and whcn recognition

criteria (probable inflow of resources and ability to rcliably mcasurc their value) arc mct. Judgmcnt

is rcquired to determinc if thcsc critcria arc met, particularly whcrc limitcd cvidcncc is availablc

at thc timc thc rcvcnue is carncd.

Ilecoq.nition of non-cxchan ccxDcnscs and liabilitics

A liability is a prcsent obligation of Statc Dcpartment for an outflow of resourccs that rcsults from

a past cvcnt. Iixpenscs (and other liabilitics) arc recognizcd whcn thcrc is a prcscnt obligation

(lcgal or constructivc) as a rcsult of a past cvcnt. An outllow ol rcsourccs cmbodying cconomic

bencfits will probably bc rcquircd to scttlc thc obligation and a rcliablc estimate of the obligation

can bc made. Judgemcnt is rcquircd in asscssing cach ofthcsc conditions, and thcrcforc rcporting

ifan cxpcnse and a prcscnt obligation should be rcported.

lt



Annual Rcports and Financial Statcments for the ycar cndcd .Iunc 30, 2025.

'l'he Statc Department lbr Mcdical Serviccs pursucs a numbcr of policy largcts and outcomcs.

I lowcvcr, thc commitmcnt to thcsc targcts and outcomcs, generally, do not of themsclvcs

constitutc a prcscnt obligation unlcss thc State Dcpartment for Mcdical Serviccs is clcar on thc

cost it intcnds to incur, whcn paymcnt will bc madc, and to whom and as a consequcncc has raised

a valid cxpcctation. As a conscqucnce, liabilitics arc not rcportcd for costs associated with thc

Statc Dcpartmcnt policy objcctivcs and targels. Whcrc a policy choice gives risc to an obligation

that cxists indcpcndently of thc State l)cparlments futurc actions, cxpenscs (and othcr rclatcd

liabilitics) are rccognized for that policy.

I)urrlosc and naturc of Ilnancial instrumcnts

Judgmcnt is rcquircd in dctcrmining whcthcr financial asscts (including invcstment in sccuritics

and advances) and financial liabilitics are hcld for trading or to providc a return through intcrest

and principal lransactions. Dcpcnding on that judgmcnt, financial instruments will bc rcported at

fair valuc or on an amortizcd cost basis.

Climatc chan c oblisalions

Kcnya's currcnt National I)ctcrmincd Contribution (NDC) to dclivcr on thc goals of the l)aris

Agrecmcnt sets a headlinc targct of a 32 per cent cmission reduction by 2030 rclative to thc

busincss-as-usual scenario of 143 MtCO2cq. Statc I)epartmcnt's commitment to climatc changc

action docs not constitutc a prcsent obligation on thc balancc shcct but arc disclosed scparatcly.

Phvsical asscts

An assct is a rcsourcc prcscntly controllcd by thc State Dcpartmcnt as a rcsult ola past event. 'l'hc

primary reason for holding propcrty, plant and cquipmcnt and othcr assets is for their scrvicc

potential rather than their ability to generate cash flows. IJecausc ofthc typcs of serviccs providcd,

a signilicant proportion of asscts used by public scctor cntitics including roads, nalional parks,

heritagc buildings ctc arc spccializcd in naturc. 'l'hcrc may be a limitcd markct lor such assets and

so judgcment is rcquircd on measurcment. Judgment is also requircd whethcr assets are held for

commcrcial purposes or public bcncfit purposes.
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IPSAS 43

IPSAS 44:

Non- Currcnt

Assets I{cld

lbr Sale and

I)iscontinucd

Opcrations

IPSNS 45-

Propcrty Plant

and

liquipment

Applicable I"t January 2025

I'he standard scts out thc principlcs for the recognition, measurcment,

prescntation, and disclosurc of lcascs. 'l'hc objcctivc is to cnsurc that lcssccs

and lcssors providc rclcvant information in a manncr that faithlully reprcscnts

thosc transactions. 'l'his inlormation givcs a basis for uscrs of financial

statcments to asscss the clfccl that lcascs havc on thc financial position,

financial perlbrmance and cashllows of a State I)cpartmcnt.

Thc new standard rcquircs entitics to recognisc, mcasurc and prcscnt

information on right of usc assets and lcasc liabilitics.

The Slate Deporlmenl ditl not hdve l-eases for the period

Applicoble I't January 2025

'fhe Standard requires,

Asscts that mect thc criteria to bc classiflcd as held for sale to be measurcd at

thc lowcr ol' carrying amount and fair valuc lcss costs to sell and thc

deprcciation of such asscts to ccasc and:

Asscts that mect the criteria to bc classificd as held for salc to bc prcscntcd

scparatcly in the statcment of financial position and thc rcsults of discontinucd

opcrations to bc prcscnted scparatcly in thc statcmcnt offinancial pcrformancc.

The Stale Departuent did ,tol hove Non-Currenl Ileldlor Sale orttl Disconlinued operalions

for the period.

Applicable I't January 2025

'l'hc standard supcrscdcs IPSAS l7 on Propc(y, Plant and Lquipmcnt. IPSAS

45 has additional guidancc/ new guidancc for hcritagc asscts, inlrastructurc

asscts and mcasurcment. I'lcritagc asscts wcrc prcviously excludcd from thc

scopc of IPSAS l7 in IPSAS 45, hcritagc asscts that satisfy the dcfinition ol'

PI'll shall bc rccogniscd as asscts if thcy mcct thc critcria in thc standard.

IPSAS 45 has an additional application guidancc lbr infrastructurc asscts,

implcmcntation guidancc and illustrative cxamplcs. 'fhe standard has clarificd
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3. Adoption of Ncw and llcviscd Standards

l,) Ncw and amended standards and intcrprctations in issue cffcctivc in thc year endcd

30 June 2025.

l.hcrc wcrc no ncw and amcndcd standards issucd in thc financial ycar.

ry' Ncw and amcnded standards and intcrpretations in issue but not yet cffectivc in thc
ycar endcd 30 Junc 2024.
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IPSNS 47-

Ilcvcnuc

IPSAS 48-

'l'ransl-cr

Iixpenscs

cxisting principles e.g valuation of land over or under the infrastructure asscts,

under- maintenancc of assets and dislinguishing signilicant parts of

infrastructure assets.

The slole Deportmenl did not have ony Ilerilage ond Infroslructure Assetsfor the pe od

Applicable I't January 2025

'l'he objective of this standard was to improve measuremcnt guidance across

IPSAS by:

i. Providing further dctailed guidance on the implcmentation o[
commonly used measurcmcnt bases and the circumstanccs undcr

which thcy should bc uscd.

ii. Clarifying transaction costs guidancc to enhancc consistency across

IPSAS;

iii. Amcnding whcrc appropriate guidancc across IPSAS rclatcd to

mcasurcmcnt at rccognition, subscqucnt mcasurement and

mcasurement rclatcd disclosurcs.

'fhe standard also introduces a public sector specilic measurcment bases called

the currcnt opcrational valuc.

Applicable I't January 2026

'l'his standard supcrsedes IPSAS 9- Rcvenue from cxchangc transactions,

IPSAS 11 Construction contracts and II'SAS 23 I{evenuc lrom non- cxchangc

transactions. 'l'his standard brings all thc guidancc of accounting for rcvcnuc

undcr onc standard. 'l'he objectivc ofthe standard is to establish thc principlcs

that an MDA shall apply to report uscful inlbrmation to uscrs of financial

statcmcnts about thc nature, amount, timing and unccrtainty of revenuc and

cash flow arising from rcvenue transactions.

This standord was not applicoblelot lhe period os the Slote Departmenl does nol collecl any

fevenue.

Applicable Ist January 2026

'l'hc objcctivc of the standard is to cstablish the principlcs that a transfer

provider shall apply to rcport uscful information to uscrs o[financial statements

about thc naturc, amount, timing and unccrtainty of cxpenses and cash flow

arising liom translcr cxpcnse transactions. 'l'his is a new standard lbr public

scctor entitics gcarcd to providc guidancc to cntities that providc transfcrs on

accounting for such transfers.
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IPSAS 49-

Rctircmcnt

Bencllt Plans

Applicoble I't Januory 2026

'l'hc ob.icctivc is to prcscribc thc accounting and rcporting rcquircmcnts lor thc

public scctor rctircmcnt bcncfit plans which provide rctiremcnt to public scctor

employccs and othcr cligiblc participants. 'l'hc standard sets thc hnancial

statcmcnts that should bc prcscntcd by a rctircmcnt bcncfit plan.

iii,) F)arl1' adoption of standards

r5
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4. Summary of Significant Accounting Policics

a) Rcvenuc recognition

i) Revenue from non-exchangc transactions

I'ccs taxcs and fincs
-l 

he Statc l)cpartmcnt rccognizcs rcvcnues from l-ccs, taxcs and fincs when the event occurs and

thc assct recognition critcria arc mct. 'l'o thc cxtcnt that thcre is a related condition attached that

would give risc to a liability to rcpay the amount, deferrcd income is recognized instead of

revenuc. Other non-exchangc rcvcnues arc recognized when it is probable that the future economic

bcncfits or scrvicc potcntial associated with thc assct will flow to the State Department and the

fair value of thc assct can bc mcasurcd rcliably.

Transfers from othcr govcrnment cntitics

Revcnucs from non-exchangc transactions with othcr government cntitics arc measured at fair

valuc and rccognizcd on obtaining control olthc assct (cash, goods, scrviccs and property) if thc

transl'cr is licc liom conditions and it is probablc that thc cconomic bcncfits or scrvice potcntial

rclatcd to thc assct will llow to thc Statc I)cpartmcnt and can bc mcasurcd rcliably. Rccurrcnt

grants arc rccognizcd in thc slatcmcnt ol comprchcnsivc incomc. I)cvelopmcnt grants arc

rccognized in thc statcmcnt ol financial pcrlormancc aftcr mccting the revenuc rccognition

critcria. Conditional grants arc rccognizcd as rcvcnuc upon fulfilmcnt of the sct conditions.

ii) Revcnue from cxchange transactions

Rcndering of serviccs

'l'hc Statc dcpartmcnt rccognizcs rcvcnuc from rcndcring ol scrvices by refercncc to the stage of

completion whcn thc outcomc olthc transaction can bc cstimatcd reliably.'lhe stage of complction

is mcasurcd by rcfcrencc to labour hours incurrcd to date as a pcrccntage of total cstimated labour

hours. Whcrc thc contract outcomc cannot bc mcasurcd rcliably, rcvcnuc is rccognizcd only to

thc extcnt that thc cxpcnscs incurrcd arc rccovcrablc.

Intcrcst incomc

Intercst incomc is accrued using thc cffcctivc yield mcthod. 'l'hc effective yield discounts

cstimated future cash rcccipts through thc cxpcctcd lifc otthe financial asset to that asset's net

carrying amount. 'l'hc mcthod applics this yicld to thc principal outstanding to determine interest

incomc cach pcriod.

Rcntal income

Rental incomc arising from opcrating lcascs on invcstmcnt properties is accounted for on a

straight-line basis ovcr the leasc terms and included in rcvcnue.
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Notes to the Financial Statcments (Continucd)

Summary of Significant Accounting Policies (Continucd)

b) ltudget information
'l'hc original budgct torl;Y 202412025 was approvcd by thc National Asscmbly on 07'h Junc2024.

Subscquent rcvisions or addilional appropriations wcrc madc to thc approvcd budgct in

accordance with specihc approvals from the appropriate authorities. 'l'hc additional appropriations

arc added to thc original budgct by thc Statc Dcpartment upon rcceiving thc respcctivc approvals

in ordcr to concludc thc final budgct. Accordingly. thc Statc Department rccordcd additional

appropriations ol' Kshs.8,921,543,870 (Rccurrcnt) and a I{cduction of

Kshs.4,525,711,904(Developmcnt) on the 202412025 budget following the govcming body's

approval. 'l-hc State Dcpartmcnt's budgct is prepared on a differcnt basis to the actual incomc and

expcnditure disclosed in thc financial statemcnts. 'l'hc financial statcmcnts arc prcparcd on accrual

basis using a classil'ication bascd on thc naturc of expcnscs in thc statcmcnt ol financial

pcrlbrmancc, whcreas thc budgct is prcparcd on a cash basis. 'l'he amounts in thc financial

statemcnts wcrc rccast from thc accrual basis to thc cash basis and rcclassillcd by prcscntation to

bc on thc samc basis as thc approvcd budgct. A comparison of budgct and actual amounts,

prcparcd on a comparablc basis to the approvcd budgct, is thcn prescntcd in thc statcmcnt of

comparison ol budget and actual amounts. In addition to thc Ilasis diffcrcncc, adjustments to

amounts in thc financial statcmcnts arc also madc for dill'crcnccs in the lbrmats and classilication

schemcs adoptcd lbr thc prcscntation of thc financial statcmcnts and thc approvcd budgct. A

statemcnt to reconcilc thc actual amounts on a comparablc basis includcd in thc statcmcnt of

comparison of budget and actual amounts and thc actuals as pcr thc statcmcnt of cash flows has

bccn prcscntcd undcr section l7 of thcsc financial statcmcnts.

c) Investment property

Investmcnt propcrties arc mcasured initially at cost, including transaction costs. 'l'hc carrying

amount includes thc replacement cost of components ol an cxisting invcstmcnt propcrty at thc

time that cost is incurrcd if thc rccognition critcria are mct and cxcludcs thc costs of day-to-day

maintcnancc of an investment propcrty. Invcstment property acquircd through a non-cxchangc

transaction is measured at its lair valuc at the date of acquisition. Subscqucnt to initial rccognition,

invcstment properties arc mcasured using thc cost modcl and arc depreciatcd ovcr an xr-ycar

period. Invcstmcnt properties arc dcrccognizcd cithcr whcn thcy havc bccn disposed ofor whcn

the investment propcrty is pcrmanently withdrawn from usc and no futurc cconomic bencfit or

servicc potcntial is expectcd from its disposal.'l'hc diflcrcncc bctwccn thc nct disposal procccds

and thc carrying amount ol thc assct is rccognizcd in thc surplus or dcficit in thc pcriod o[ dc-
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recognltlon

use.

fransfcrs arc made to or from invcstment propcrty only when therc is a change in

Notcs to the Financial Statcmcnts (Continucd)

Summary of Significant Accounting Policies (Continucd

d) I'}ropcrty, plant and equiPment

All propcrty, plant and cquipmcnt are statcd at cost less accumulated deprcciation and impairment

losscs. Cost includcs cxpcnditure that is dircctly attributablc to thc acquisition of thc items. Whcn

significant parts ofpropcrty, plant and cquipmcnt arc rcquircd to bc rcplaccd at intcrvals, the Statc

I)cpartmcnt rccognizcs such parts as individual asscts with spccific usclul livcs and dcprcciatcs

thcm accordingly. Likcwisc, whcn a major inspcction is pcrformcd, its cost is rccognizcd in thc

carrying amount of thc plant and equipment as a replacemcnt if the recognition criteria arc

satisficd. All other repair and maintenancc costs are rccognized in surplus or deficit as incurred.

Whcrc an assct is acquircd in a non-cxchangc transaction for nil or nominal considcration the assct

is initially measurcd at its lair valuc.

e) Right ofusc asset

'l'hc right-ot-usc assets compriscs thc initial measuremcnt of thc corresponding lcase liability,

lcasc paymcnts madc at or bclbrc thc commcnccmcnt day, lcss any lcasc inccntivcs rcccived and

any initial dircct costs.'l'hcy arc subscquently mcasurcd at cost lcss accumulatcd deprcciation and

impairment losses. Whcncvcr the Statc Departmcnt incurs an obligation for costs to dismantlc and

rcmovc a leascd assct, restorc thc sitc on which it is locatcd or rcstorc thc underlying assct to thc

condition rcquired by the tcrms and conditions of thc lcasc, a provision is rccognizcd and measured

undcr IPSAS 2l or IITSAS 26.'lo thc cxtcnl that the costs relatc to a right-of-usc assct, the costs

are includcd in thc rclatcd right-of-usc assct, unlcss thosc costs arc incurrcd to producc invcntorics.

Itight-of-usc asscts arc dcprcciatcd ovcr thc shorter pcriod of lcasc tcrm and useful lile ol thc

undcrlying assct. IIa leasc transfers owncrship ofthc undcrlying assct or thc cost ofthc right-of-

usc assct reflects that thc State Dcpartment expccts to cxcrcisc a purchasc option, thc rclatcd right-

of-usc assct is dcpreciated ovcr the useful lil'c of thc undcrlying assct. 'l'he dcprcciation starts at

thc commcnccmcnt datc o[thc lcasc. 'l'he right-of-usc asscts arc prcscntcd as a scparatc linc in thc

statcmcnt of financial position.

Statc l)cpartmcnt for Mcdical Scrviccs
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Notcs to the Financial Statcmcnts (Continued)

0 Tangiblc Natural Rcsources

'l'he State Dcpartmcnt rccogniscs a tangiblc natural resourcc rccognizcd il, and only if: It is

probablc that scrvice potcntial associatcd with thc natural rcsourcc will flow to the Statc

I)cpartmcnt; thc State Dcpartmcnt controls thc tangiblc natural rcsourcc as a result of past cvcnts;

and l'hc tangiblc natural rcsourcc can bc mcasurcd rcliably. Whcrc this critcria is not mct, thc

MDA discloscs the tangible natural rcsourcc in the notcs to thc financial statcmcnts. Whcrc a

tangible natural rcsource is rccognizcd as an assct as the rcsult ofan cvent that is not a transaction

in an orderly markct, including non-exchange transactions. thc assct shall bc mcasured initially at

its dccmcd cost. An Statc l)cpartmcnt shall apply II'SAS 46, Mcasurcmcnt, whcn measuring thc

dccmcd cost ofsuch a recognizcd tangible natural rcsourcc. A rccognizcd tangiblc natural rcsourcc

acquircd through an cxchange transaction shall bc mcasurcd at its cost. Ilistorical cost modcl is

applicd aftcr initial rccognition lcss any dcprcciation and impairmcnt losscs.

l9
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g) Lcascs

I;inancc lcases arc lcascs that transfcr substantially all of thc risks and bcncfits incidcntal to

owncrship ol thc lcascd item to the Statc I)cpartmcnt. Asscts hcld undcr a financc lcasc arc

capitalizcd at thc commcnccmcnt of thc lcasc at thc fair valuc of thc lcascd propcrty or, if lowcr,

at the prescnt value of the future minimum lcasc payments. 'l'hc State I)epartmcnt also rccognizes

thc associatcd leasc liability at thc inception of thc lcasc.'l'hc liability rccognizcd is mcasurcd as

thc prcscnt valuc of thc futurc minimum leasc paymcnts at initial rccognition. Subscqucnt to initial

rccognition, lcasc paymcnts arc apportioncd bctwccn llnancc charges and rcduction ol thc lcasc

liability so as to achicvc a constant ratc ofintcrcst on thc rcmaining balancc ofthc liability. Irinancc

charges arc rccognizcd as financc costs in surplus or dcficit. An assct hcld undcr a financc lcasc

is dcprcciatcd over thc uscful lilc o[the assct. I lowcvcr. iIthcrc is no rcasonablc ccrtainty that thc

Statc Dcpartment will obtain owncrship of thc assct by thc cnd of the lease tcrm, thc assct is

dcprcciatcd over thc shortcr of thc estimatcd usclul lifc of thc assct and thc lcase tcrm.
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Notcs to thc Financial Statemcnts (Continucd)

h) Intangiblc asscts

Intangibte assets acquircd separatcly arc initially recognizcd at cost. 'l'he cost ol'intangible asscts

acquire{ in a non-exchange transaction is thcir fair valuc at the date of thc exchange. Irollowing

initial rccognition, intangible assets are carried at cost less any accumulated amortization and

accumulated impairmcnt losscs. Intcmally gencrated intangible asscts, excluding capitalized

dcvclopmcnt costs, arc not capitalizcd and cxpenditurc is rcflected in surplus or dcficit in thc

pcriod in which the cxpcnditurc is incurrcd.'l'hc useful life ofthe intangible asscts is asscsscd as

cithcr ftnite or indclinitc.

i) Rescarch and develoPment costs

'l'hc Statc I)epartmcnt expcnses rcscarch costs as incurred. I)evclopmcnt costs on an individual

projcct arc recognizcd as intangiblc asscts when thc Statc Dcpartmcnt can demonstrate:

i) 'l'hc tcchnical feasibility olcompleting thc assct so that thc assct will bc availablc

for use or salc

ii) Its intcntion to complctc and its ability to usc or sell thc asset

iii) I Iow thc assct will generate future cconomic benefits or service potcntial

iv) -l'hc availability of resources to completc the asset

v) 'l'hc ability to mcasurc reliably thc cxpcnditure during dcvclopmcnt.

liollowing initial rccognition of an asset, thc assct is carricd at cost lcss any accumulatcd

amortization and accumulated impairmcnt losses. Amortization of thc assct begins when

dcvelopment is complcte, and the assct is availablc lbr use. It is amortizcd ovcr the pcriod of

cxpcctcd future bcncfit. During thc pcriod of dcvclopmcnt, thc assct is tcstcd for impairmcnt

annually with any impairmcnt losscs rccognizcd immediately in surplus or dcficit.

j) Financial instrumcnts

IPSAS 4l addrcsscs thc classihcation, mcasuremcnt and dc-rccognition o1 financial assets and

hnancial liabilities, introduccs new rules for hedgc accounting and a ncw impairmcnt modcl for

financial asscts. f'he State Departmcnt does not have any hedgc rclationships and thereforc thc

ncw hcdgc accounting rules havc no impact on thc Company's financial statcments. A financial

instrumcnt is any contract that givcs risc to a financial assct of one Statc Dcpartmcnt and a

I'inancial liability or cquity instrumcnt of anothcr State Departmcnt. At initial recognition, thc Statc

I)cpartment measurcs a financial assct or financial liability at its fair value plus or minus, in the

casc ofa financial asset or financial liability not at fair valuc through surplus or dcficit, transaction

costs that arc directly atlributablc to thc acquisition or issue ol thc financial assct or ltnancial

liability.
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Notes to the Financial Statcmcnts (Continucd)

Summary of Significant Accounting Policics (Continucd)

a) Financial asscts

Classification of financial asscts

'Ihc Statc Dcpartmcnt classihes its financial asscts as subscqucntly mcasured at amortiscd cost,

fair value through nct asscts/ cquity or fair valuc through surplus and dcficit on the basis ofboth

thc Statc Dcpartment's managcment modcl for financial asscts and the contractual cash flow

characteristics of the financial assct. A l'inancial asset is mcasurcd at amortizcd cost whcn thc

financial asset is hcld within a managcmcnt modcl whosc objcctivc is to hold financial asscts in

order to collcct contractual cash llows and thc conlractual terms of thc financial asset give risc on

spccified datcs to cash flows that arc solcly paymcnts of principal and interest on thc principal

outstanding. A llnancial assct is mcasurcd at fair valuc through net asscts/ cquity il it is hcld within

thc managcmcnt modcl whosc objcctivc is achicvcd by both collccting contractual cashllows and

selling financial assets and the contractual terms of the financial assct give risc on specified datcs

to cash flows that arc solcly payments of principal and intcrcst on thc principal amount

outstanding. A financial assct shall be measurcd at fair valuc through surplus or dcficit unlcss it is

mcasured at amortized cost or lair valuc through nct asscts/ cquity unlcss a Statc l)cpartmcnt has

madc irrcvocablc clcction at initial rccognition for particular invcstmcnts in cquity instrumcnts.

Subsequent mcasurcmcnt

lJascd on thc busincss modcl and thc cash llow charactcristics, the Statc l)cpartmcnt classifics its

financial asscts into amortized cost or lair valuc catcgorics for financial instrumcnts. Movcmcnts

in l'air value arc presented in eithcr surplus or dellcit or through nct assets/ cquity subjcct to ccnain

critcria bcing mc1.

Amortized cost

Irinancial assets that are hcld for collcction of contractual cash flows wherc thosc cash flows

represent solcly paymcnts ofprincipal and intcrest, and that are not dcsignatcd at fair valuc through

surplus or dcficit, are mcasurcd at amortizcd cost. A gain or loss on an instrument that is

subscqucntly mcasurcd at amortizcd cost and is not part ola hcdging rclationship is rccognizcd in

profit or loss whcn thc asset is de-rccognized or impaircd. Intcrest incomc liom thcsc financial

asscts is includcd in finance incomc using thc cffcctivc intcrcst ratc mcthod.
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Notcs to the Financial Statcments (Continucd)

l-air value through net asscts/ cquity

Irinancial asscts that arc held for collcction of contractual cash flows and for sclling the financial

asscts, whcrc thc asscts' cash flows rcprcscnt solcly paymcnts o1 principal and intcrest, arc

mcasurcd at fair valuc through nct asscts/ equity. Movcmcnts in thc carrying amount are takcn

through nct asscts, cxccpt for thc rccognition of impairmcnt gains or losses, intcrest rcvcnuc and

lbreign cxchangc gains and losscs which are rccognizcd in surplus/deficit. Intcrcst incomc lrom

thesc linancial assets is includcd in finance income using the el'fective intercst rate mcthod.

Trade and other receivables

'l'rade and other receivables are recognizcd at fair values less allowanccs for any uncollcctible

amounts. 'l'radc and othcr rcccivables arc assesscd for impairmcnt on a continuing basis. An

cstimate is madc of doubtful rcccivablcs based on a review of all outstanding amounts at thc ycar

cnd.

F'air valuc through surplus or deficit

Irinancial asscts that do not mcct thc critcria lbr amortizcd cost or lair value through nct assctsi

cquity arc mcasurcd at fair valuc through surplus or dcficit. A busincss modcl wherc the Statc

Departmcnt managcs Iinancial asscts with thc objective of rcalizing cash flows through solely thc

salc of thc asscts would rcsult in a fair valuc through surplus or dcficit modcl.

Impairmcnt
'l'hc Statc Dcpartment assesses, on a forward-looking basis, thc cxpected credit loss ('llcL')

associated with its financial asscts carried at amortizcd cost and fair valuc through net

asscts/cquity. 'l'hc Statc Dcpartmcnt recognizcs a loss allowance for such losscs at cach rcporting

date. Critical estimates and significant judgments made by management in determining the

cxpectcd credit loss (tiCL) arc set out in Note xx.

b) l'inancial liabilitics

Classification

'fhe Statc Departmcnt classilles its liabilities as subscquently measured at amortized cost cxcept

for financial liabilitics mcasured through profit or loss.
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Statc I)cpartmcnt for Mcdical Scrviccs
Annual llcports and l'inancial Statemcnts for thc ycar cndcd .lunc 30, 2025.

Notcs to the Financial Statcments (Continucd)

k) Inventorics

Invcntory is measurcd at cost upon initial rccognition. 'l'o the cxtcnt that invcntory was receivcd

through non-cxchange transactions (for no cost or for a nominal cost), thc cost of the inventory is

its fair valuc at thc datc of acquisition. Costs incurrcd in bringing cach product to its present

location and conditions arc accounted for, as follows:

i) Itaw matcrials: purchasc cost using the wcightcd avcragc cost mcthod.

ii) Irinishcd goods and work in progrcss: cost of dircct matcrials and labour and a proportion of

manulacturing ovcrheads bascd on thc normal opcrating capacity but cxcluding borrowing

costs

Aftcr initial rccognition, invcntory is mcasurcd at thc lowcr ol cost and nct realizable valuc.

Ilowcvcr, to thc cxtcnt that a class of invcntory is distributcd or dcploycd at no chargc or for a

nominal chargc, that class of inventory is measured at thc lowcr of cost and current rcplaccment

cost. Nct rcalizable valuc is thc estimated selling pricc in thc ordinary coursc of operations, lcss

thc cstimatcd costs of completion and the estimated costs ncccssary to makc thc salc, exchange,

or distribution. Invcntorics arc rccognized as an cxpcnsc whcn dcploycd lor utilization or

consumption in the ordinary coursc of opcrations ol thc Statc I)cpartmcnt.

l) Provisions

Provisions arc rccognizcd whcn thc Statc I)cpartmcnt has a prcscnt obligation (lcgal or

constructivc) as a rcsult o[ a past cvcnt, it is probablc that an outflow of rcsourccs embodying

cconomic bcncllts or scrvicc potential will bc rcquircd to scttlc thc obligation and a rcliablc

cstimatc can bc madc olthc amount of thc obligation. Whcrc thc Statc l)cpartmcnt cxpccts somc

or all o1 a provision to bc reimburscd, for cxamplc, undcr an insurancc contract, thc rcimburscmcnt

is rccognizcd as a scparate assct only whcn the rcimburscmcnt is virtually certain. The expcnsc

rclating to any provision is prcscnted in thc statcmcnt of llnancial pcrlormancc net of any

rcimburscmcnt.
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Statc l)cpartmcnt for Mcdical Services

Annual llcports and l'inancial Statcmcnts for thc ycar cndcd .lunc 30, 2025.

Notes to thc Financial Statements (Continued)

m)Social Bencfits

Social bcncfits are cash transfers provided to i) specific individuals and / or households that meet

thc eligibility critcria, ii) mitigatc the cffects of social risks and iii) Address the necd of society as

a wholc. 'l'hc Statc I)cpartment recognises a social bencfit as an cxpcnse for the social benefit

schcme at thc samc timc that it recognises a liability. 1'hc liability for the social bcnefit scheme is

mcasurcd at thc bcst estimate of the cost (the social bencfit paymcnts) that the State Dcpartment

will incur in fulfilling thc prcscnt obligations rcprcscnted by thc liability.

24

n) Contingent liabilitics

'l'hc Statc I)cpartmcnt does not rccognizc a contingcnt liability but discloses details of any

contingcncics in thc notes to the financial statemcnts, unless thc possibility of an outflow of

rcsources cmbodying cconomic benefits or service potcntial is rcmote.

o) Contingcnt asscts

'l'hc Statc I)cpartment docs not rccognize a contingent assct but discloscs dctails ofa possible asset

whosc cxistcncc is contingcnt on thc occurrencc or non-occurrcncc ofonc or morc unccrtain future

cvcnts not wholly within thc control of the Statc Departmcnt in thc notes to the financial

statcments. Contingent asscts are assessed continually to ensurc that dcvclopments are

appropriatcly rcflectcd in thc llnancial statcmcnts. If it has bccome virtually certain that an inflow

ol cconomic bcnelrts or scrvice potential will arisc and thc assct's valuc can bc measurcd reliably,

thc assct and thc rclatcd rcvenuc are recognizcd in thc hnancial statcmcnts of thc pcriod in which

the changc occurs.

p) Naturc and purpose ofrcscrvcs

'fhc Statc l)cpartmcnt crcates and maintains reservcs in terms of spccific requircments. T'he State

Department does not mainlain ony reserves.

q) Changcs in accounting policies and cstimatcs

'l'hc Statc l)cpartmcnt rccognizcs thc cffects of changcs in accounting policy rctrospectively. 'l'he

ellccts of changcs in accounting policy arc applicd prospcctively if retrospcctive application is

impractical.



Annual Reports and liinancial Statemcnts for thc ycar endcd .lunc 30, 2025.

Notcs to the Financial Statements (Continucd)

Summary of Significant Accounting Policics (Continucd)

r) Employce bcncfits

I{ctircmcnt bcnefit nlans

'l'hc Statc Departmcnt provides rctircmcnt bcnefits for its cmployccs and dircctors. I)cllncd

contribution plans arc post-employmcnt bcncllt plans undcr which a Statc Dcpartmcnt pays lixcd

contributions into a scparate State Dcpartmcnt (a fund), and will have no legal or constructivc

obligation to pay lurthcr contributions if thc fund docs not hold sulficient asscts to pay all

cmployec bcnefits rclating to employcc scrvicc in the currcnt and prior pcriods. 'Ihc contributions

to fund obligations lbr thc paymcnt of rctircmcnt bcnefits arc chargcd against incomc in the ycar

in which they bccomc payable. Dcfincd bcncllt plans arc post-cmployment bencfit plans othcr

than defincd-contribution plans. 'l'hc dclincd bencfit funds arc actuarially valued tri-annually on

thc projcctcd unit crcdit mcthod basis. Dcficits identificd arc rccovcrcd through lump sum

payments or incrcascd llturc conlributions on proportional basis to all paaicipating cmploycrs.

-l'he contributions and lump sum paymcnts reducc the post-cmploymcnt bcnefit obligation.

s) Forcign currcncy transactions

'l'ransactions in forcign currcncies arc initially accountcd for at thc ruling ratc ofcxchangc on thc

datc of the transaction. 'l'radc crcditors or dcblors dcnominatcd in lbrcign culrcncy arc rcportcd at

thc statemcnt of financial position rcporting date by applying thc cxchange rate on that datc.

Ilxchangc differcnccs arising from the scttlcmcnt ofcrcditors, or from thc reporting ofcrcditors at

ratcs different from thosc at which they wcrc initially rccordcd during the pcriod, arc rccognizcd

as income or cxpcnscs in the pcriod in which thcy arise.

0 Borrowing costs

Ilorrowing costs arc capitalized against qualilying asscts as part of propcrty, plant and cquipmcnt.

Such borrowing costs arc capitalizcd ovcr thc pcriod during which thc assct is bcing acquircd or

constructcd and borrowings havc becn incurrcd. Capitalization ccascs when construction of thc

assct is completc. I;urthcr borrowing costs are charged to thc stalcment of financial performancc.

u) Relatcd partics

'l'hc State Depa(mcnt rcgards a rclatcd party as a pcrson or a Statc I)cpartmcnt with thc ability to

cxcrt control individually or jointly, or to cxercise significant inl'lucncc over the Statc Dcpartmcnt,

or vicc versa. Mcmbcrs of kcy managcmcnt arc regardcd as rclatcd partics and comprisc the

Cabinct Sccretary. the Principal Sccretary and the Dircctor Gcneral.
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State l)cpartmcnt for Mcdical Scrviccs
Annual Reports and l'inancial Statcmcnts for thc 1'car cndcd .lunc 30, 2025.

Notcs to thc Financial Statcmcnts (Continucd)

Summary of Significant Accounting Policics (Continucd)

v) Scrvice conccssion arrangcmcnts

'l'hc State Departmcnt analyscs all aspccts of scrvicc conccssion arrangcmcnts that it cntcrs into

in detcrmining thc appropriatc accounting trcatment and disclosurc rcquiremcnts. In particular,

whcrc a private party contributcs an assct to the arrangemcnt, thc State Department rccognizcs

that asset whcn, and only when, it controls or rcgulates the scrvices the operator must provide

togcthcr with thc assct, to whom it must providc them, and at what price.

In thc case ofasscts othcr than'whole-of-lifc'assets, it controls, through ownership, bencficial

cntitlcment or othcrwisc any significant rcsidual intcrcst in thc asset at thc cnd of thc

arrangemcnt. Any asscts so rccognizcd are mcasurcd at thcir fair valuc. 'l'o thc extent that an assct

has been recognizcd, thc State Dcpartment also rccognizes a corresponding liability, adjustcd by

a cash considcration paid or rcceivcd.

w) Cash and cash equivalcnts

Cash and cash cquivalcnts comprisc cash on hand and cash at bank, short-term dcposits on call

and highly liquid invcstmcnts with an original maturity of three months or less, which are readily

convertible to known amounts of cash and are subject to insignificant risk of changcs in value.

Ilank account balanccs includc amounts hcld at thc Ccntral Ilank of Kcnya and at various

commercial banks at thc cnd of thc financial ycar.

x) Comparativc figurcs

In preparing thesc financial statements, thc Statc Department has elected to apply paragraph 79 of

IPSAS 33, which allows for thc clcction by a State Departmcnt to present onc statemcnt of

financial pcrformance, onc statemcnt of cash flow, one statemcnt ol'net assets and thc statcmcnt

of financial position and an opening statcmcnt of financial position as at the timc of first-timc

adoption of the accrual basis ofaccounting.

y) Subscqucnt cvcnts

'l'here have bcen no evcnts subsequent to thc financial year cnd with a significant impact on thc

linancial statcments for thc ycar endcd Junc 30,2025
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State Dcpartmcnt for Mcdical Scrviccs
hnnual lleports and Financial Statcmcnts for thc ycar cndcd Junc 30' 2025.

Notcs to thc Financial Statcmcnts (Continued)

Summary of Significant Accounting Policics (Continucd)

5. Significant Judgmcnts and Sources of Estimation Uncertainty

'l'he preparation of thc State Departmcnt's hnancial statcmcnts in conformity with IPSAS requircs

managemcnt to make judgments, cstimates and assumptions that affcct thc reportcd amounts ol'

rcvcnues, expcnses, assets and liabilitics, and thc disclosurc ofcontingcnt liabilities, at the cnd ol'

the reporting pcriod. Howevcr, unccrtainty about thcsc assumptions and cstimatcs could rcsult in

outcomcs that rcquire a matcrial adjustmcnt to the carrying amount of the assct or liability affcctcd

in futurc pcriods. State all judgcmcnts, cstimatcs and assumptions madc:

Estimatcs and assumptions

'l'hc key assumptions concerning thc futurc and othcr kcy sourccs of cstimation unccrtainty at thc

rcporting datc, that have a significant risk ofcausing a matcrial adjustment to thc carrying amounts

of asscts and liabilitics within thc ncxt l-rnancial year, arc described bclow.'l'hc State Departmcnt

bascd its assumptions and estimatcs on paramctcrs availablc whcn thc consolidated financial

statements wcrc prepared. I Iowcver, existing circumstanccs and assumptions about futurc

dcvclopments may change duc to markct changes or circumstanccs arising bcyond the control o[

thc State Dcpartmcnt. Such changcs are reflected in thc assumptions whcn thcy occur. IPSAS

1.140

Useful lives and rcsidual valuc

l'hc uscful livcs and rcsidual valucs ol'assets arc asscsscd using thc lollowing indicators to inform

potential future usc and valuc from disposal:

a) 'l'hc condition of the assct bascd on thc asscssmcnt of experts cmploycd by thc Statc

Departmcnt.

b)'l'hc naturc ol thc assct, its susccptibility and adaptability to changcs in tcchnology and

proccsscs.

c) 'Ihe naturc of the processes in which the asset is dcployed.

d) Availability ol funding to rcplacc thc asset.

e) Changes in thc markct in rclation to thc assct

Provisions

Provisions wcrc raiscd and managcmcnt dctermincd an cstimatc bascd on thc information

available. Additional disclosurc o1 thcsc cstimatcs ol provisions is includcd in Notc 40.

Provisions arc mcasurcd a1 thc managcmcnt's bcst cstimatc of thc expenditure required to scttlc

the obligation at thc rcporting datc, and arc discountcd to prcscnt valuc whcrc thc cffect is matcrial.

(include provision.s applicable .for your organisation e.g. provision.for bad debts, provisbns of

obsolete stocks and how management eslimates lhese provisions).
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Statc l)cpartmcnt for Mcdical Scrviccs
Annual llcports and Financial Statcments for the ycar cndcd June 30,2025.

7. Procccds from forcign horrowings

tt. l)rocccrls liom l)omcstic antl l'orcign (lrants

238,125,890

I{ccurrcnt 50,629,86r,722 50,629,861,122

I)cvclopmcnt 17 ,150,921,389 17,150,921,389
'l'otal 67,780,783,1I I

Irorcign borrowing-Direct paymcnts
'I'otal

3,634,9t3,195

3,634,9I3,195

[)ircct Pavmcnts: l']AKI (420,098,607)

(906, 1 08,1 39)

(6s,808,246)VN MI]I)

Kisii Cancer Ccntrc ( 134,531,19e)

Cash flow on Procceds from forcign borrowings

(2,108,361,004)

I)ircct Pavrncnts 238,125,890
'l-otal

Cash florv on l)rocccds from domcstic and frlrcign grants

(238,125,890)Dircct payments: VAMIII)
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Notcs to thc l'inancial Statcmcnts (Continucd)

6. 'fransfcrs from l)xchcquer

67,7110,783,1 I I

VAMI]D

Covid



State Dcpartmcnt for Medical Scrviccs
hnnual llcports and Financial Statemcnts for thc ycar cndcd Junc 30' 2025'

9. l)rocceds from Salc of Asscts (A.I.A)

10. Othcr ltcccipts -AIA

22,400,215,346I)ircct I)aymcnts

22,J00,215,3{(r'l'ota I

AIA tllil.lAKl)owN
10,047,263,000Kcnya National I Iospital

s50,510,000

4,164,000,000

Kcnya National I Iospital (Othaya)

Moi 'l'caching and l{cfcrral

4,275,069,303KLJ Ilclcrral

2,684,837,380KI]MITI

220,000,000KIiMSA

458,535,663Mathari National 'l'caching and ltcl-crral

22,400,275,346TOTAI

(22,400.2t s ,346)AIA I{cceipts from SAGAs

Cash flow on I'rocccds from salc of asscts

4{t,000.000Administrativc l:ccs and Chargcs

48,000,000'l'ota I

(4n,000,000)AIA I{cccipts liom Spinal Injury hospital

Cash flow on Othcr Rcccipts -AIA
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Statc l)cpartmcnt for Mcdical Scrvices
Annual llcports and Financial Statemcnts for thc year cndcd .Iunc 30, 2025.

Ilasic salarics o1' pcrmancnt cmployccs 1,100,736,010

Ilasic wages ol tcmporary employees 5,105,996,304

1,331,920,497

226,209.624

Pcrsonal allowanccs - as part ofsalary

l)cnsion and othcr social sccurity contributions

Iimploycr contributions to compulsory national social sccurity schcmcs 228,2s1,170

7,993,113,605

I I. limploycc (bsts

* Other employee relaled cos!s- please provide a brief explanalion.for these cosls

12. tlsc of(loods and Scrviccs

limploycc payablcs for thc pcriod (42,776,329)

Cash flow on l)mploycc Costs 7,9511,337,276

LJtilitics, sr.rpplics and scrviccs 145,355.582

Communication, supplics and scrviccs 955,300

I)omcstic travcl and subsistcncc 118,522,271

liorcign travcl and subsistcncc 9,916,546

I'}rinting, advcrtising, and inlormation supplics & scrvrccs 6,61 4,800

Itcntals of produccd asscts 5,804,100
'l-raining expcnses 366,509,012

I Iospitality supplics and scrviccs 30,280,075

Spccializcd matcrials and scrviccs 1,572,689,346

Officc and gcncral supplics and scrvices 1,038,389,41 I

lfLrcl Oil and l.ubricants 34,085,412

ILoutinc maintcnancc - vchiclcs and othcr transport cquipmcnt

I{outinc maintcnancc - olhcr asscts I,140,109,109

Othcr opcrating cxpcnses 1,03 1,801,95s
'l'otal Usc of (Joods and Scrviccs 5,5 I 6,080,179
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'l'otal Iimploycc costs

15,047,260



(48,000.000)Administrativc lrccs and Chargcsnln
I)ircct paymcnt: Kisii canccr ccntrc ( r 34,531,199)

(370, r 03.300)Changcs in payablcs

4,963,445,681Cash flow on l)mploycc Costs

State Departmcnt for Medical Scrviccs
Annual I{eports and l-inancial Statcmcnts for the year cndcd .Iunc 30' 2025.
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73,529,951.504l'ransl'crs to national govt cntitics- SAGAs & SC'

Othcrs capital grants and transl'crs 3,145,810,496

76,675,762,000'l'otal

Notcs to thc F-inancial Statcmcnts (Continucd)

13. 'I'ransfcrs to Othcr (lovcrnmcnt tl,ntitics

Cash florv on'fransfcrs to othcr (iovcrnmcnt llntitics

I {. l)cprcciation and Amortization lixpensc

(2,400,21s,346)AIA liom SAGAs

(238, r 25,890)

(420.098.607)IiAKI

I)ircct Paymcnts: VAMI'll)

(906, r 08,139)VAMITI)

(65,808,246.00)VAMIiI)

52,645,405,772

8l ,037,405I)ropcrty, plant and cquipmcnt
'l'ota I 8I ,037,405
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Statc l)cpartmcnt for Mcdical Scrviccs
hnnual llcports and F'inancial Statcmcnts for thc ycar cndcd .Iunc 30, 2025.

3,761,096,032Iimcrgcncy rclicl and rcfugcc assistancc

3,761,096,032'l'otal (J rants and Subsidics

Notcs to thc l-inancial Statcmcnts (Continucd)

I5. Othcr (lrants and Subsidics

16. Cash and Cash l)quivalcnts

-175,1)29,5J2

('l'he umount 
"^hould 

agrae v,ith lhe closing and opening hulanccs qs included in Ihe stalemenl of

cash.flou,s)

l6 (a) Detailed Analysis of the Cash and Cash Equivalcnts

(2,108,367,004)l)ircct l)aymcnt: COVII)

7,652,729,02t1Cash flow on Othcr Grants and Subsidics

271,595 82,462Itccurrcnt Account

542,276 261.875Dcvelopment Account

374,215,670 206,179,672Dcposits Account

1 ,557, I 01Cash on I Iand

208,081,l l o

82,4621000733748 271,595CIIK-llccurrcnt Account

26r,875CIIK-l)cvclopnrcnt Accounts 542,276

374,215,670 206,179,61210007338ti8CllK-l)cposits Accounts

Othcrs (Spccifl')

I,557,r0rCash on I Iand

r,557,1 0 rSub-'l'otal
375,029,542 208,081,110Grand'I'otal
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State Department for Medical Services
Annual Reports and Financial Statements for the year ended June 30, 2025.

l{otes to the Financial Statements (Continued)

17. Property, Plant and Equipment

(lnclude a brief description of WIP a.s afooter.)

Depreciation Rate 12.SO"/n 12.50"/n 30Y. 12.500h

Cost Kshs Kshs Ks hs Kshs Kshs Kshs Kshs

7,822,500 42,334,854 34.977,000 56,537,25s r 13,739,305 308,399,205 563,810,l l 9

Additions 29,079,562 28,950,000 80.897.292 84,411,470 62,105,815 9,914,336 295,418,475

As At 30 Jun 2025 J6,902,062 28,950,000 .12,33l1,85l1 I15,871,292 140,948,725 175,845,t 20 3l 8,373,541 859,228,59,1

Depreciation and
Im pairment

Opening depreciation 977,813 5,291,8s1 4.372,125 16,961,t77 14,2t7,4t3 .l I ,820,38.t

Depreciation 4,490,53 I . l9 4,630,375 t3,93'7 ,77 | 37,t96,265 20,203,463 8l,037,.105

As At 30 June 2025 5,{68,3Jt 9,922,231 18,309,896 54,157,.I.il 3{,{20,876 122,857,789

\et Book Values

Opening Bal as at l" July
2025

6,8{{,688 37,012,997 30,60{,875 39,576,079 99,521,892 308,399,205 52 r ,989,735

As At 30 June, 2025 3 l ,133,718 28,371,000 32,112,623 97,561,396 86,791 ,28-l I J l,{2{,2{{ 3l Ii.373,5{ I 736,370,806
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Kshs

Opening Bal as l" July
2024

579.000.00
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.State Departmcnt for Mcdical Scrviccs
Annual llcports and }-inancial Statcmcnts for thc ycar cndcd .Iunc 30' 2025.

Notes to thc Financial Statcmcnts (Continucd

Valuation

Itcms of PPII arc valucd at Ilistorical cost at thc point of rccognition in thc financial statcmcnts.

Whcrc historical cost is not availablc or the itcm has bccn acquircd at , PI)l'l has bccn valucd at

thc currcnt opcrational valuc which is thc amount thc Statc I)cpartmcnt would pay for the

rcmaining scrvicc potential of an assct at the mcasurcment datc.

18.'Irade and Othcr I'ayables

4,515,767,7644,885,871,064'l'rade payablcs- goods and servrccs

563,810,1 r 9291,177,11I-rade payablcs- acquisition of asscts

42,7'76,329Irnrployec payablcs

5,'079,577,tt11,1

l st July

o/o ol-

thc
'l'otal

5,2 t 9,82{,50{

Currcnt lrY
%o ofthc
'l'otal

'I'otal tratlc and othcr payablcs

Ageing analysis: (Trade and other
payables)

9\Yo39% 4,975,5t6,3042,017,068,491Under one year

t04,06 r.579 2%3,202,756,0t3l-2 years

5,079,577,11845,,2 19,tI24,50,1 l0ll'Z'Total (tie to above total)

3s

6lYo

100lJ1,



Statc I)cpartmcnt for Mcdical Scrviccs
Annual llcports and F-inancial Statcmcnts for thc ycar endcd June 30,2025.

Notcs to thc l'inancial Statcmcnts (Continued)

19. li.cfundablc Deposits and Prepayments

20. Cash (Jcncratcd from Opcrations

274,7 t5,365 188,906,486[{clcntion
17,273.18699,500,3 05

374,215,670 206,t79,672Total dcposits

Yo of
thc
'l'otal

% olthc
'l'otalAgcing analysis: (Refundable deposits)

Currcnt
IY I st Julv
172,553,050 46% 46,909,'766ljnder one vear

59,0'72,239 t6% -1,402,570I -2 years

25,728,746
16/I /O 75,041,306 36%2-3 years

l 16,861,635 31% 85,63 I,169 420Over 3 years

371,215,670 lllll"l, 206,179,672 lllll'N,Total

Surplus for thc ycar hcforc tax 74,948,321

Adjustcd for:

I)cprcciation 8l,037,405

(26,273,254,431)Less: Non-cash grants received

26,273,254,43rAdd: Non-cash grants paid

Working capital adjustments

Incrcasc in payablcs

Nct cash flow from opcrating activitics 568,865,355
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Statc l)cpartmcnt for Mcdical Scrviccs
Annual li.cports and l'inancial Statcmcnts for thc ycar cndcd.lunc 30,2025.

21 . Ilclatcd Party l)isclosures

Naturc of rclatcd Dartv rclationshiDs

l'lntitics and othcr partics rclatcd to thc Statc I)epartmcnt includc thosc pa(ics who havc ability

to cxcrcisc control or cxcrcisc significant influcncc ovcr its opcrating and financial dccisions.

I(clatcd partics includc managcmcnt pcrsonncl, thcir associatcs and closc l'amily mcmbcrs.

()ovcrnmcnt of Kcnya
'l'hc (iovcrnmcnt oI Kcnya is thc principal sharcholdcr of thc Statc I)cpartrncnt, holding I 00%

ol thc Statc I)cpartmcnt's cquity intcrcst. 'l'hc (iovcrnmcnt ol Kcnya has providcd lull

guarantccs to all long-tcrm lcndcrs ol'thc Statc l)cpartmcnt, both domcstic and cxtcrnal.

Other rclatcd narties includc:

i)

ii)

iii)

iu)

'l'hc l)arcnt Ministry.

County (iovcrnmcnts

Othcr SCs and SAGAs

Kcy managcmcnt.
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63.7utt.0tts.05

a) purchascs from rclalcd partics

l)urchascs ol' clcctricity liom KI't,C

l)urchasc o I- watcr liorn govt scrvicc providcrs 9.090,567.60

31,375,074.00l'raining and conl-crcncc I'ccs paid to govt. Agcncics

1114,253,726.65

b)(Jrants /transfcrs from thc govcrnmcnt
(irants from national govt- National 'l'rcasury

'l'ot 
a l

67,780,783,1I I'l'ota I

c)Kcy managcmcnt compcnsalion

14.288.29tt

1.1,288,298

Notcs to thc !'inancial Statcmcnts (Continucd)

(-'ompcnsation to kcy managctncnt
'l'ota I

22. Contingcnt Liabilitics

'l'otaI

68.421.740.034

l.l 77.2(r5.531

r ,71 9,669,1189

Court (lasc against thc Statc I)cpartrncnt

(iontingcnt l.ia b ilit ics

Kl:MSA l)cbt
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2016 63.702.40Court Award

Nairobi I ICJR No. I 73 of 20 l6 Irormcrly Nakuru
CMCC No. 357 of2004
Susan Wamaitha Kamau vs Ministry of I lcalth

212.50070t6

Kitale I IC Pctition No. 3 Of 20 I 6

Michael Nyongcsa Simiyu Vs Kitalc County Ilospital &
'l'hc I lon. Attomey Gcncral1 Court Award

3,347 ,97 t ,6672021

NRII I ICJR No. ll164 of 2021

Rockcy Africa l,imitcd vs Principal Sccrctary, Ministry
of I IealthJ Court Award

20004 Court Award

lICCCNo. 1361o12000

Vulcan l.imilcd vs lhc Ilon. Altorncy (icncral (On

bchalf of the Ministry ol I lcalth)

20065 Courl Award
Nairobi IICCC No. 159 of 2006
Equip Agencics vs'l-he llon. Attomcy Gencral

2,t78,779.2302020Court Award

Milimani I ICCC Ir479 ot 2020 & In thc Mattcr of and

Arbitration bctwccn Scvcn Seas 'l'cchnologics Lirnitcd
and the Ministry of I Icalth.6

t,043,90020tI7 Court Award

I lomabay SPMCC I 7/201 I
l.)lisha Okinyi Ogola -Vs- Medical Supcrintendcnt Suba

District I lospital & Attomcy Ge ncral

2020 32.0 13.590Court Award

lll,RC Pctition No. 32 of 2020
Dr. David Kamau Ndcgc vs Principal Sccrctary Ministry
of Health, Ministry of I lealth and thc I lon. n ttorney
General & 2 Others.

9 Courl Award

Nakuru Pctition 36 of 2012
Chrislinc Gakuhi Kubai vs'l'he Principal Sccrctary
Ministry of llcalth, thc I lon. Attomcy (icneral and thc

County Govcmmcnt ol Nakuru 2012

2008t0 Court Award

Maseno SRMCC No. 250 of 2008

llcmard Wasonga (Minor suing through his fathcr and

ncxt friend lirnest Ogada Oyier) vs Attorncy Gcncral

20t2

20,000,000

31r5. 16.1

225 072

II Cou( Award

Nairobi llt-RC Cause No. I I I 6 of 20 I 2

Kcnya National Union of Nurses vs'l'hc Pcrmancnt
Sccrctary Ministry ol Ilcalth & 2 Othcrs

6.3 86.0282012

Meru CMCC No.239 of 2012
I larrict Muthoni Kaugi (suing as legal rcprcscntativc of
the Estatc of Justus Kaugi Ragwa) Vs the Mcdical
Supcrintcndcnt Mathari Psychiatric I Iospital and thc
Attorney Gcncralt2 Court Award

8,835,61620 t3

Nairobi Iligh Court Commercial Casc No. 245 of 2013
l;aram E.A l-imited vs I lon. Attorney General & 2
Olhers

t3 Court Award

6tt,{2 t ,7{0,03J,I'OTAI,

I

4,825,823,565

58,000,000,000

{,t
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23. Events after thc Rcporting Pcriod

'l.herc wcre no matcrial adjusting and non- adjusting cvcnts aftcr the rcporting pcriod.

24. Ultimatc and Ilolding Statc l)cpartmcnt
'l'hc Statc I)cpartmcnt ultimatc parcnt is thc Govcrnmcnt ol-Kcnya

25. Currency
'l'hc linancial statcmcnts arc prcscntcd in Kenya Shillings (Kshs) and is roundcd off to thc

ncarcst shilling.
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o 19. Appendix

Appcndix I : Implementation Status of Auditor-Gcncral's llccommendations

Wc havc sincc rcclassificd
in thc arlcndcd financial
statcmcnts (copy attachcd)
appcndix...422 ( l)

Rcsolvcd422 Misclassifi cation of Expcnditurc
'l'hc f'inancial statcrncnts prcscntcd
lbr audit containcd thc ftrlkrwing
nr isc lassifications

RcsolvcdUnsupportcd Othcr Opcrating
Expcnses
'l'hc statemcnt of rcccipts and
paymcnts rcflccts usc ol goods and

scrvices of Kshs. 12, I 83 ,660,2'7 | as

disclosed in Notc 7 to thc financial
statcmenls. 'l'he amount includcs
othcr opcrating cxpcnscs balancc of
Kshs.2,070,2 12,450 out olwhich an

amount of Kshs.24,200,000 was paid
to a Company being lst installmcnt
for consultancy scrvices on public
awarencss campaigns to rcducc
Covid- l9 vaccinc hesitancy.
I lowcver, Managcrncnt did not
providc for audit thc biddcrs'
documents for thc cight (8)
companics that tcndcrcd to offcr thc
scrvices

'l'hc biddcrs havc sincc
bccn availcd lor Audit
Appcndix..423

423

Rcsolvcd'l'hc vouchcrs in qucstion
havc sincc bccn providcd
to audilors lor vcrification
and arc hcrcby attachcd as

appcndix 424

424 Unsupported Spccializcd Matcrials
and Scrviccs

Not Yct
rcsolvcd

3 I't C)ctobcr
2025

'l'hc dcposit outstanding
for morc than 6 months
wcrc for liqualization
I"und projcct which had

stallcd as a result of
Litigation

copics ol thc outstanding
dcposits amounting to Ksh
109,105,844

[Jnrclcascd l)cposi( Amounts425

4l

Wc attach payment
vouchers and thc Journal
vouchers Appcndix 424
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are hcreby attacched

3 
'l't Octobcr

2025
426 Unsupportcd Crcdit Entry

l'hc statcmcnt of rcccipts and

paymcnts rcl'lccts payrncnt of othcr
grants and translcrs of'
Kshs.2, 168,422,34 I as discloscd in
Notc 9 to thc llnancial stalcmcnts.
'l'hc amount includcs
Kshs.2, I 64,269,'7 6'l for emcrgency
rclicl and refugee assistancc whosc
lcdgcr rcvcalcd a credit cntry of
Kshs. I 06,959,91 I which was not
supportcd by journal vouclrcrs

'l'hc approvcd Journal
I:.ntry (JE NO.
31366588/33111161 of
2lt'june 2022 is hercby
uttached as lppendix 126

Resolvcd

paymcnt vouchcr no.
0001 840 disburscd Kshs.
2,848,630 to Labiolam in
Cuba to scttlc outstanding
amounts for a vcctor
control projcct has bcen
attachcd

i) Kshs. 37.{145,650 was
translcrrcd to Intcrnational
hcalth officc in Gcncva
.ttttachecl Appendix 126

Amounts payablc to
Intcrnational I Iealth
Office, Gcncva arc
budgctcd lor undcr votc
head 1081008302-
classified as I lcalth
liducation, thc entity is not
sc lf- rcporting but thc
payments arc madc
through thc Ministry of
l:oreign Affairs which is a
scll-rcporting cntity.

Rcsolvcd 3 I't October
2025

427 Unsupportcd Disburscmcnts
'l'hc stalcmcnt of rcccipts and
paymcnts rcflccts transfcrs to othcr
Govcrnmcnl units of'
Kshs.77,I 55,075,338 as disclosed in
Notc 8 to thc linancial statcmcnts.
'l'hc arnount includcs currcnt grants to
Govcrnmcnt Agcncics and othcr lcvcl
of govcrnmcnt of
Kshs.49,5 19,7 39,794 out ol which
Kshs.2,848,630 was disburscd to an

lntcrnational
Cornpany lor scttlcmcnt o[
outstanding amounts for a vcctor
control projcct and a lurther
Kshs. 10,499,556 to thc health
attachcs olficc in Gcncva which wcrc
not supportcd. In addition,
Kshs.3 7,845,650 was transl-crrcd to
thc samc olficc wilhout dctailcd
cxplanations on purpose olthe funds.

Unconfirmcd Commitmcnts of
()oods, Works and Scrviccs
'l'hc statemcnt ol comparison of
budgct and actual amounts rcflccts
actual cxpcnditurc ol
Kshs. I 07,345,805,'7 I 4. Rcvicw of the
budgct rcvcalcd negative
comm itmcnts of Kshs.769,494,9 I 8.

I lowcver, an analysis indicating thc

I{csolvcd 3 I " October
2025

430

42

Ncgative valucs in thc
comrnitmcnts rcsultcd
lrom budgct cuts in thc
supplemcntary budgct
which was approvcd after
thc commilrncnts had
alrcady bccn donc.
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o

Irind attachcd
supplcrncntary budgct
Appcndix 430

dcscription of thc goods, works and

scrviccs and thc rcspcctivc datcs oI
commitmcnts was not providcd for
audit

3 l'r Octobcr
2025

Not Yct
rcsolvcd

Wc havc attached an

updatc list lor your rcvicw
Appcndix 43 I

431 U nsupportcd Contingcnt l,iabilitics
- Court Awards

Rcsolvcdthc sumrnary ol' fixcd assct

rcgistcr undcr annex 3

rcflcct nil disposals during
thc ycar; but Notc 4 in thc
financial statcrncrrts
ind icatcs procccds from
salc of asscts ol
Kshs. I 0,742,3 I 9,287.00.
'l'h is arnount compriscs ol
Appropriations in Aid
(AIA) amounts lrorn
d iflcrcnt Agcncics within
thc Ministry lor thc
rcspcctive Iinancial Ycar,
dcnotcd in the budgct as

'Reccipts lrom salcs and

othcr invcntorics. stocks
and comrnoditics'. and
itcnrizcd as 3520200.

Anncx 432....Sunrmary of
thc AIA componcnt
amount ol
Kshs. 10,742,3 19,287 as

Capturcd -various budget
cxtracts from thc
rcspcctivc cntitics ( i.c.
KNI I, M'I'RII, KU'IRRII,
KENRn and KI'DMC)

432 Undiscloscd Assct I)isposals
'l'hc sumrnary ol'fixcd assct rcgistcr
in Anncx 3 rcflccts historical cost

arnount of Kshs.4, I 98,764,83 8 with
no disposals during thc ycar undcr
rcview. I lowcvcr, Notc 4 to thc
fi nancial statemcnts indicatcs
procccds lrom salc olasscts of
Kshs. I 0,742,3 I 9,287. I;urthcr, thc
dctails of spccific itcrns disposcd
wcrc nol prov idcd for aud it

3 I 't Octobcr
2025

433 Delayed Construction of Kisii
Canccr Ccnter
'l'hc statcment ol rcccipts and

payrncnts rcflccts acquisition ol
asscts arnount ol Kshs.2,000,223,43 5

as discloscd in Note ll to thc
fi nancial statcmcnts.'l'hc arnount
includcs construction of buildings of
Kshs. 1,088,277,999 out which
Kshs.6,420, I 00 was a payment on

43

3 I'r Octobcr
2025

ll/e have ofioched the
poyment vouchers and
necessory altuc h nre nls for
your review
Appendix 433

Rcsolvcd
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bchalf of thc donor by the Ministry of
I lcalth but thcrc was no cvidence of
its rclund aftcr rcncwal olthc
contract. ln addition, a paymcnt of
Kshs.3,2l 0,500 lor consultancy
scrviccs was not suppo(cd by
payment vouchcr and othcr
supporting documcnts. I;ur1hcr, the
projcct duration was six (6) ycars
fiorn l0 August, 2016 to
I 0 August. 2022 but thc conslruclion
had not commcnccd by 30 Junc,
2022.

434 Unaccountcd for F)xpcnditurc on
Construction of Pacdiatric
l)mergency Ccntre and Ilurns
'l'hc statcmcnt of rcccipts and
paymcnts reflccts acquisition of
assets balance of Kshs.2,000,223,43 5

as discloscd in Notc ll to thc
financial statcmcnts.'l'lrc arnount
includcs Kshs. 1,088,277,999 lbr thc
construction ol buildings out of
which an amount of Kshs.40,655,752
was paidlor construction ol pacdiatric
crncrgcncy ccntrc and burns
rnanagcrncnt ccntrc. I lowcvcr,
paymcnt vouchers, procurcmcnt filc
dctailing how thc contractor was
idcntificd and to show thc bills of
quantitics wcrc not providcd for
audit. In addition, physical inspcction
carricd out rcvcalcd that no works
wcre ongoing at thc ccntrc.

'l hat at thc tirnc of'1hc
aud it somc vouchcrs werc
not providcd which havc
sincc bccn availcd for
audit rcvicw. Appcndix
434

I{csolvcd 3 I " Octobcr
2025

435 Budgctary Control and
Pcrformancc
'fhc statcmcnt ol comparison of
budgct and actual amounts rcflects
final reccipts budgct ol
Kshs. 130,469,l0'l,784 and actual on
comparable basis of
Kshs. | 07,376,4 46,249, resulting to
undcrlunding of Kshs.23,092,661,535
or l7%o of the budgct. Similarly, thc
Ministry spent an arnount of'
Kshs. I 07,345,805,7 I 4 out of thc

'l-hat the issue of undcr
cxpcnditurcs rcsultcd from
non-issuancc ol cxchcqucr
by 'l'hc National 'l'rcasury

on timc.
'l'his alfcctcd planning,
procurement and
cxccution of projccts
rcsulting to
rundcrpcrlonnancc

[{esolvcd 3 l" Octobcr
202s

44
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o

approved cxpcnditurc budgct ol
Kshs. 130,469,107.784, rcsulting in an

undcr cxpcnditurc ol
Kshs.22,123,302,0'70 or l'7%o ol thc
budgct.

Itcsolvcd 3 I " Octobcr
2025

Wc havc rcconcilcd thc
fi nancial statcmcnts and
havc amcnded thc
financial statcmcnts
accordingly.Wc attach
copies ol lcdgcrs for your
rcvicw. Appcndix 436,....

436 Varianccs llctwccn F inancial
Statcmcnts and Votc llook

3 I 't Octobcr
2025

Rcsolvcd437 Undiscloscrl l'cnding llills

Notc l9 to thc financial statements
rcflects pcnding bills amount of
Kshs.106,67 I,192.
I lowcvcr, thc Ministry's pcnding bills
rcport lor financial ycar 202112022
datcd 26 July,2022
rcflccts outstanding amounts ol
Kshs.45,899,794,836 rcsulting to an

undiscloscd pcnding bills ol
Kshs.45,793, 1 23,644.

3 | '' Octobcr
2025

Not Yot
rcsolvcd

438 Unrcsolvctl l'rior Ycar Audit
Maltcrs

In thc audit rcport of thc prevlous
ycar, scvcral issucs wcre raised undcr
thc ltcporl on l"inancial Statcrnents,
Rcport on l-awfulness and
I:ffcctivcncss in (Jsc ol I')ublic
Rcsourccs, and Rcport on
IilTcctivcncss ol lntcrnal Controls.
Risk Managcmcnt and (;ovcrnancc.

I lowcvcr, thc Managetnent has not
rcsolvcd thc issucs or givcn any

cxplanation for lailurc to adhcrc to
thc provisions of thc l)ublic Scctor
Accounting Standards Board
tcmplatcs.

4S

'l'hc fi nancial statcment
discloscd thc currcnt
pcnding pcnding bill of
106,671,192 whilc thc
pcnding bill list contains
1hc cu rrcnt and historical
figurcs I lowcvcr thc
Irinancial statcmcnts lbr
thc ycar endcd 30'r' Junc
2022 has bccn anrcndcd
(Copy attachcd as

Appendix 437)

l1s lruc solnc Audit issucs
havc not bccn rcsolved.
'l'hc rcmaining unresolvcd
issucs are bcing rcsolvcd
progrcssively. Wc have
attached a list of last
year's audit issucs lor
your rcview in thc
financ ial statcrncnts
appcndix 43 [i
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439 - Mathari 'l'caching and
Rcferral I Iospital
'l'hc CI:O had not bccn
rccruitcd to transition thc
institution, howevcr a
substantive C llO has sincc
bccn rccruited

- Kcnya I Icalth I luman
Resourcc Advisory
Counc il
'l'hc board has sincc bccn
appointcd

- Kcnya I lcalth
l)rofcssions Ovcrsight
Authority

Not Ycl
rcsolved

3 l'' Octobcr
2025

l'he SAGAs budgct is yct
to bc capturcd as a grant, it
is currcntly spcnding from
thc Ministry hcadquartcrs
votc

- 'l'obacco Control Fund
'l'hc fund is yct to bc
opcrational izcd bccausc
thc rcgulations to govcrn
thc lund havc not bccn
finalizcd

440 Unrcmitted Nalional Social
Sccurity F-und (NSSF)
Con tributions

Rcview ol Ministry's lntcgralcd
I)crsonncl and Payroll [)ata base

records rcvealcd that
Management did not dcduct and rcmit
an amount of Kshs.93,359,823 to the
National Social Sccurity I'und. l'his
was contrary to Section l9(l) and
Section 20( I ) (a)(b) of the National
Social Sccurity lrund Act, 2013.

'l'he prcvailing rcgulations
providc lor excmptions to
conlributc towards thc
NSSIr lrund.

'l'he catcgorics of
cmployccs that arc cxcmpt
arc cligible to rctircmcnt
bcncfits undcr othcr
schcmcs thus not dcductcd
NSSF.'l'hcse includc
olficers cligible to scrvicc
gratuity, olficcr
contributing to any
pcnsion schemc and
olficers that will dcrivc

li.csolvcd 3 I " Octobcr
202s

46
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l-ailurc to Opcrationalisc
Institutions
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o

pcnsion undcr thc Pcnsion
Act Cap 189.

It is also important to note
that NSSF was not
rcrnittcd sincc it was not
dcductcd frorn thc
crnployces duc to systcm
failurc.

'l'he systcm is con figurcd
to autornatically cflect
statutory dcductions on
staff salarics. 'l'hc issuc of
unrcmitlcd NSSI.'
contribution arosc out of
Iailurc of thc IPP[) systcrn

to rnakc dcductions on
sornc catcgorics ol' staff
contrary to what is

cxpcctcd ol thc systcm
during proccssing of thc
payroll.

'l'hc Ministry has takcn the
ncccssary action towards
correction ol the anomaly
in liaison with State
[)cparlrncnt of I'ublic
Scrvicc to cflcct thc
dcductions and thc issuc
has bccn fu lly addrcssed.

3 l'r Octobcr
2025

I{csolvcdI, OI]A-RII
Il is lrue thol lhis prrlecl
ended in January 2017 but
the bank accounl is yel to
be closed.
Iiven though the project
activities ended in 2017,
the accounts renained
open because of the
pe nd in g I i t i gal i on s. Kl;ll'
had agreecl to send ony
contingency funds that
would be requesled by
I'wC enrunal ing.from t he

proceedings and or
determinalion bv lhe

441

'l'hc following donor projccts had not
been closcd dcspitc thcrn not having
any transactions or activitics during
thc year undcr rcvicw;

i. Support ol the llealth
Financing Stratcgy-Output
Bascd Approach
Programmc (OllA);

Dclaycd Closurc of l)onor l'undcd
Projccts
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ii. M inistry olllcalth -

[Jnitcd Nations l)opulation
I;und _ (tJNFI'A);

iii. []ast Africa Public
I Icalth Laboratory
Nctworking [)rojcct
(Kl:MSA);

lv. I lealth Scctor

Scrviccs Fund (llSSI.)
Grant No.477l-Ke and TIr-
16027;

V. Ilcalth Scctor
Support I'rojcct ( KI:MSA)l
and,

Vi. Support of thc I lcalth
I"inancing Stratcgy -

Output l]ascd Approach -
Rcproductive I Icalth
(OIIA-RI I) No 201 06-
5 853

courls. l'he entail
communication belween
KI,-ll/ ond Pwc^ is annexed.
I'he programme lccounl
will be closed as soon as
lhe courl coses ore
concluded.
Annex 4.32.1
Communicotion from
KIrW Allowing
Expendilure on ongoing
Litigation
2. E,AP}ILN-KEMSA
It is true that the l,)asl
Africa Public Ilealth
Laborotory Nelworking
I)ntject was closed on 30
September 2020.
I ktwever, the project
qccounl is yel lo be clo.sed
as lhe enlily uwail.r
National 'lieasury

approvul.
'l'he ay4trovul wus soughl
in July 2022 and the
Nal ional'I.reasury vide
le lter Rl,lt
llA/l;A/7 8/7 /02 8/l) dar ed
22*tJuty 2022 askecl the
Ministry to provide
Concurrence/No
Ohjection /rom the donor.
T'his wcts sought from the
donor and lhe Ministry
u,role back to the Nalionol
T'rea.sury vidc letler REl,':
MOII/ACC7/BA/55
VOL.111(85) of Tttt
November, 2022. llte
eu,crit the response lo
enable closure of the
1ccounl hence tha project.
An nex 4.3 2. 2 (a) Notional
Tretsury lelter REF:
EA/FA/78/7/028/D
Annex 4.32.2(b)KEMSA
leller t0 the World Bank
REF:

4tt
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o

K E M S A/ t- r N/tv B /2 2 /2 3 /0
9/07/00t
Annex 4.32.2(c)Enroil
communicalion wi t lhe
World Bank
An nex 4. 3 2. 2(d) Mi nistry
of Ileolth letter
MOII/ACCT/BA/55
voL.rrr(8s)

3 l " C)ctobcr
2025

'l'hc anornaly ol' non-
dcduction and rcm ittance
towards Dcfincd Ilcncfit
schcmc was duc to thc
wrong capturc ol
cngaScmcnt tcrms on
cmploynrcnt; lor lcw
officcrs' records wcrc not
updatcd at the tirnc thc
schcrnc was establishcd
and for othcr officcrs that
arc nrcmbcrs of othcr
pcnsion schcmcs.

'l'he appcndix 442
providcs a summary of thc
dcductions clfccted in thc
rnonth ol Novcmbcr,
2022.

Itcsolvcd442

Itcsolvcd 3 l " Octobcr
2025

'l'hc Minislry incurrcd
cxpcnditurc of Ksh
8,723.434 for minor rcpair
of vchiclcs paid trough
standing imprcst, this is
rnainly duc to thc largc
pool ol motor vchiclcs that
thc rninistry holds.

Unrcmittcd l)cnsion Contributions

Rcview ol Intcgratcd l)crsonncl and
Payroll Data basc rccords rcvcalcd
that Managemcnt did not dcduct
Kshs.2,245,5 80 pcnsion contribution
for cmployccs below the age ol45
ycars who werc engagcd on
pcrmancnt and pcnsionablc tcrms.

Irrcgular Usc of Low Valuc
Pr<lcurcmcnl

Notc 7 to thc financial statcmcnts
rcflccts routinc maintcnance -
vch iclcs and othcr transport
cquipmcnt of Kshs.23,3 19,869 out of
which Kshs.8,723,434 rclatcs to
repair of vchiclcs paid through cash

49

'l'hc Ministry has bccn
working on thc issuc and it
was only fourtccn oflficcrs
( l4) whosc pcnsion
contribution had not bccn
remitted and as at today,
the problem has bccn fully
addrcsscd.

443
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advanccs to cmployecs. 'l'his is

contrary to second schcdulc olthc
Public Procurcmcnt and Asset
I)isposal Rcgulations, 2020 which
scts thc maximum low value
procurcmcnt at Kshs.50,000 pcr itcrn
pcr financial ycar. In thc
circurnstanccs, Management was in
brcach of thc regu lation.

444 Upgrading of Kigumo Sub-County
Ilospital

'l'hc statcmcnt ol rcccipts and
paymcnts rcflccts grants and translcrs
to othcr Governmcnt cntilics balancc
of Kshs.77, 155,075,338 as disclosed
in Notc 8 to thc financial statcmcnts.
'l'hc amount includcs capital grants to
governmcnt agcncics and other lcvcl
of Oovernrncnt amount of
Kshs. 15,537,403,394 out of which
Kshs.23,375,738 was paid on account
of an intcrirn paymcnt ccrtificatc No.
2 from contract sum ol
Kshs.383,242,795. I Iowever,
procurcmcnt rccords of tcndcr
advcrtiscmcnt, bid documcnts, tcndcr
opcn ing. cvaluation and comparison
rn inulcs, prolcssional opinion,
notification and acceptancc ol' thc
award lcttcrs, schcdulcs and summary
ol'the other principal tcrms and
conditions of thc tcndcr wcre not
providcd for audit. ln addition, thc
Projcct had a start datc ol23 Junc,
2021 and completion datc 2l
I)cccmbcr, 2022, but the contractor
has sought lor cxtcnsion by lwcnty-
lour (24) weeks which had not bccn
grantcd

'l'hc documcnts arc hercby
providcd lor rcvicw as

appcndix 444

Not Yct
rcsolvcd

3 I'r Octobcr
2025

445

'fhc statcmcnt of rcceipts and
paymcnts and rcflccts compcnsation
of cmployces amount of
Kshs. 13,712,91 8,33 I as discloscd in

a) 'I'AX I'>INS

'l'hcsc officers did not
subm it the tax pins as

rcquircd. I lowevcr,
currcntly thc I PI)D systcm
has been configurcd not to

Not Yct
rcsolvcd

3 I " Octobcr
2025
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Wcakncsscs on Compcnsation of
llm ployccs
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o

load any olficcr without a
'l'ax pin.

I)lcasc notc that wc cannot
updatc thc rccords ol
aflcctcd ol-llccrs sincc
thcir salarics wcrc stoppcd
prior to thcrn availing thcir
rcspcctivc tax pin
ccrtificatc and thc officcrs
havc not traccablc.

'l'hc appcndix 34 A. dctails
providc the dctails on un-
capturcd tax pins.

b) Ilclow legal agc

Note 6 to thc financial statcmcnts.
llowcvcr. onc hundrcd and sixty-
cight ( 168) had thcir nct pay lcss than
a third olthcir basic pay and cight (8)
cmployccs sharcd bank accounts. In
addition, an amount of
Kshs.54.253.428 was paid to intcrns
and clinical officers outsidc thc IPPD
system as wcllas salary paid undcr
AI:D projects of Kshs.6,544,585.
l"urthcr, two thousand two hundrcd
and n inctysix (2,296) cmployccs wcrc
paid Kshs.93.987.280 as basic pay

and Kshs.58,880,866 as spccial salary
which was not cxplained.

5l

Although thc audit rcport
shows that therc arc 3
cmployccs that wcrc
cmploycd at an agc bclow
thc lcgal agc, our analysis
ol rccords indicatc that thc
c itcd ofllccrs had rcachcd
the lcgal agc of I 8 ycars
old as outlined in thc tablc
bclow:
'l'he thrcc (3) cmployccs
arc undcr [JllC and wcrc
cngagcd by their
rcspcctive County Public
Scrvice lloards'.'l'hc
[]oards thcrcaltcr
subrnittcd to thc ministry
appointrncnt docutncnts
lbr proccssing ol salary.
Indecd wc can confinn by
thc tirnc wc wcrc loading
thcrn into thc payroll thcy
had atlained thc lcgal agc
of I 8 ycars.
c)

'l'hc lbllowing
circumstancc lcd to thc
officcrs' nct salarics
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rcducing bclow onc third
of thcir basic salary:

r ljpward review ol
pcrsonal

contribution to thc
l)ublic Scrvice

Supcrannuation

Schcmc from 2Yo

lo 5%o.

Officers. whosc

c0ntract cnds
bclirrc

closc olthc rnonth, did not
carn a firll salary.
'l'hc Ministry has taken thc
nccessary action towards
correction of thc anomaly
cxccpt for officcrs placcd
on intcrdiction and
officcrs that arc bcing
rccovcred ovcrpaymcnt.
'l'hc appcndix 34 C
prov idcs luflhcr dctails.

d) Sharcd Ilank
Accounts

'l'hc 
rn inistry has sincc

corrcctcd thc sharcd bank
accounts through updating
ofthc payroll.

'l'hc bank accounts werc
crroneously capturcd
during thc transition lrom
manual loading into thc
IPI'l) olovcr 12,000
cmployccs.

Pleasc nolc no lund wcrc
no hrnds wcrc lost as a

a

ra
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l',xpiry ol tax

cxcrnption lbr
officcrs living
with disabilities.
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a

rcsult of duplicatc bank
accounts. 'l'he appcndix 34

d provides lurthcr dctails.

c) l'aymcnts ()utsidc

thc II)l)D systcm

These are intcrns and
officers appointcd to
managc COVID l9 who
had not bcen loadcd into
thc payroll by thc timc
thcir intcrnship endcd or
contract was not rcncwcd
in good tirne.
Conscqucntly, thcy had to
bc paid by a scparatc
vouchcr. 'l'hc appendix 34

Il providcs furthcr dctails.

f) Spccial and Ilasic
Salary Payment

It is indecd true that thc
Ministry has officcrs' paid
spccial salary as basic
salary for rcasons deta ilcd
hcrcin:

'/ Paymcnt of
spccial salary is

lor employees that

are not within the

civil scrvice salary

scalc. '['his is in
spccific rclcrcncc
to categorics of
cmployccs such

as:

I.JIIC

contractua
lstal-|,
intcrn s

and
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/ 'l'hcse catcgorics

of cmployees

rcgular payment is

dcpictcd as spccial
salary while thcir
arrears arc pickcd
as basic salary.

It is therclorc conllrmcd
that thc payments were
valid and thcre wcrc no
cascs of doublc paymcnt

olficers
drawing
consolidat
cd pay

Of'ficcrs
with
salary
pcrsonal

to sclL

Irixcd assct registcr has

been attachcd as appcndix
446

Not Yct
rcsolvcd

3 l'' Octobcr
2025

446 l'ailurc to Maintain Fixcd Assets
Rcgistcr

'l'hc Ministry did not maintain a fixed
assct registcr to record thc assets

indicating thcir naturc, datc of
purchasc, amount, uniquc idcntificr,
dcprcciation among othcr details.

I;urthcr, dctails of asscts acquircd and
thosc disposed werc not rccordcd.

In thc circumstanccs. the
cflcctivcncss of controls on
managcmcnt ol Ministry fixed asscts

could not be confirmcd.

541 Inaccuratc Fixcd Assets Registcr
'l'hc summary ol fixcd asscts rcgistcr
as disclosed in Anncx 2 to the
financial statcmcnts

It is true that thc Statc

Department is thc
legitimatc proprictor of
various land parcels

Not Yct
rcsolvcd

3 l" Octobcr
2025
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o

situatc across thc
country including in
Ngong Kaj iado County,
Mathari National
'l'caching and Rclcrral
I lospital, thc National
Spinal Injury I Iospital
and Alya I lousc

with thc attcndant land

parccl along cathcdral

road whcrc thc Ministry
of Ilcalth
hcadquarlcrs is locatcd.

Whcrcas thc ownership
documcnts (titlc dccds)

for thc thrcc
parccls of land in
Ngong Kajiado County,
Mathari National
'l'eaching and Refcrral
Ilospital and Spinal
Injury hospital have bcen

fully proccsscd and werc
availcd lbr
audit rcvicw. thc

ownership documcnts for
thc parccl of land along
cathcdral l{oad

whcrc thc Ministry ol-

I lcalth hcadqua(ers (Afya
IIousc) is locatcd has not

bccn fully
proccsscd to spccifically
capturc thc parccl to bc

dcsignatcd as Afya I Iousc
and its
compound. 'l'his is
bccausc the cntirc chunk
ol land rvhcrc Alya Ilousc
is situatc also

includcs Kilimo I lousc
wlrcre thc Ministry
ol Agriculturc and

Livcstock is

hcadquartcrcd.

55

rcflccts fixcd asscts balancc at
historical cost of Kshs.9,547,91 6,600
with a Nil balancc
lor land. I Iowcvcr. thc Statc

I)cpartrncnt is in posscssion of thrce
(3) titlc dccds for parccls ol land of
undctcrrnincd valuc. In addition, titlc
dced lor a parccl of land wherc thc
M inistry of I lcaltlr hcadquartcrs is

locatcd was not providcd Ior audit.
Furlhcr, thc fixcd asscts balancc
cxcludcs thc Ministry of I lcalth
hcadquartcrs buildings and a list ol
tr.r,enty-lour (24) rncdical cquiprnent
of undctennincd valuc.
In thc circumstanccs, thc owncrship,
accuracy, conrplctcncss and valuation
of fixcd
asscts balancc of Kshs.9,547,9 I 6,600
could not bc confirmcd.
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All thcse land parccls and

the fixtures thercin have

however not been valued
by the

rclcvant govcrnmcnt
departmcnts but are

properly lcnccd to avoid
encroachmcnt.
'l'hc omission of A fya
I lousc and somc 24

I')quipmcnt in thc
subm ittcd lrixcd Asscts

Rcgistcr was inadvcrtcnt
and has now bccn
rcctificd.

542 Budgetary Control and
Pcrformancc
'l'he statcmcnt of comparison ol
budgct and actual amounts rcflccts
final reccipts budgct
and actual on cornparablc basis of
Kshs. I 05,559,624,287 and
Kshs.80,702,060,243
rcspcctivcly rcsulting to an

undcrlunding ol Kshs.24,85 7,564,044
or 24Yo ol thc budgct.
'l'he undcrfunding allcctcd thc
planncd activitics and may havc
impacted ncgativcly on
scrvicc dclivcry to lhc public.
My opinion is not rnodillcd in rcspcct
of this mattcr.

It's truc that during thc
ycar undcr rcvicw thcrc
was an undcr funding of
20%o ol the

budgct.
'l'he undcr funding of
Kshs. 21,525,263,147
rcsulted from non-
issuancc of cxchcqucr
by 'l'he National 'l'rcasury

Not Yct
rcsolvcd

3 l'r Octobcr
2025

Unrcsolved Prior Year Matters
In thc audit rcport ofthe prcvious
ycar, sevcral issucs were raised under
thc Rcport on
thc Irinancial Statcmcnts, Rcpo( on
l,awfulncss and lll lcctivcncss in [Jse

of Public
Rcsourccs and Rcporl on
liffcctivcncss of Intcrnal Controls,
Risk Management and
(iovcrnancc. I Iowevcr, Managemcnt
had not rcsolvcd thc issucs as at 30
Junc. 2024 and no cxplanation was
provided for failurc to implcment
rccorn m cndalions.

lt is truc that as at the

timc of the audit, there
wcrc unrcsolved prior
ycar matlcrs.
'l'hcse havc sincc bccn
rcsolvcd as thc Statc

I)epartmcnt appearcd

before the Public
Accounts Committec on

28'r'Novcmbcr 2024 and
03'd Dccernbcr 2024.

Rcsolvcd 3 I " October
202s

543
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i

Not Yct
rcsolvcd

3 l 'r Octobcr
2025

Wc agrcc wilh auditors'
observation.
'l'hc thrcc projccts
Lusigcti, lJgcnya and

IJriri werc introduccd
through thc Act of
Parliamcnt and scnt to thc

National'l'rcasury through
Ccrtificatc. I Iaving thc
projccts
approvcd undcr our
vote thc Statc

f)cpartmcnt had to
carry on with thc
implcrncntation of thc
Projccts

544 Non-Compliancc with Budgcting
Process
'l'hc statcrncnt of comparison of
budgct and actual arnounts rcflccts
final payrncnls
budget ol' Kshs . I 05,5 59,624,28'7 out
of which Kshs.200,000,000 rclatcs to
construction
of threc (3) hospitals which wcrc
introduccd through supplerncntary
cstimatcs. I Iowcvcr, thcsc hospitals
did not rnect thc conditions in rcspcct
to unforcsccn or unavoidablc in
circumstances whcrc no budgct
provision was madc. 'l'he

supplcmcntary budget also includcs
pending bills amount ol
Kshs.779,000,000 which should havc
bccn budgctcd during thc normal
budgcting proccss. 'l-his was contrary
to l{cgulation 40(3) of thc Public
Irinancc Managcrncnt (National
Govcrnmcnt) I{cgulations, 201 5

which statcs that thc
purposc for which approval is sought
lor a supplcrnentary budgct shall bc
(a) lor
unlbrcsccn and unavoidablc, in
circumstanccs whcrc no budgct
provision was madc; or
(b) unavoidable, in circumstanccs
whcrc thcrc is an cxisting budgctary
prov ision which howcvcr is

inadcquatc.
In thc circunrstanccs, Managcment
was in brcach ol thc law.

3 I " Octobcr
2025

Not Yct
rcsolvcd

Wc agrcc with auditor's
observation that as at

30'h Junc 2024, lhere
wcrc long

outstanding deposits for
ovcr 5 ycars. Most of
thcsc dcposits rclatcs

to thc

Iiqualization lrund.'l'hc
statc l)cpartmcnt has

initiatcd thc proccss of

Long Outstanding Dcposits
'l'hc statcmcnt ol financial asscts and
financial liabilitics and as discloscd in
Notc l3 to thc financial statcmcnts
rcflccts third party dcposits and
rctcntion balancc of
Kshs.206, I 79,672 out of which
Kshs.84,980,883 rclatcs to long
outstanding dcposits lor
ovcr fivc (5) ycars lront 2016/2017.
'l'his was contrary to Rcgulation 106

of thc Public
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I"inancc Managemcnt (National
(iovcrnmcnt) Rcgulations, 20 I 5

which statcs that unlcss
othcrwisc cxcmptcd by an Act ol
Parliament, any dcposit which has

remaincd unclaimcd
for fivc (5) ycars may, with the
approval of thc Cabinct Sccrctary, be

paid into
Consolidated l"und and thercaftcr thc
Accounlant-Gcncral may rclund thc
dcposit to any person entitlcd thereto,
ilhc or shc is satisficd that thc claim
is authcntic.
In thc circumstanccs, Managcmcnt
was in hrcach of thc law.

surrendcring the

deposits to thc National
'l'rcasury.

Wc agrcc with auditors'
observation-
'l.hcsc funds wcrc sccd

moncy lbr SIIA/SIIIIT.
'l'hc funds rcmaincd
unutilizcd duc to
thc fact that the [rY
2023124 thcrc was an

ongoing court casc for
SlllF/SllA that

rcmaincd unsolvcd up to
the closure ol thc l:Y
2023/24.

Not Yct
resolvcd

3 I " October
2025

Failure to Opcrationalizc thc
Emcrgcncy Mcdical Trcatmcnt
Fund
'l'hc statcrncnt of cornparison ol
budgct and actual arnounts rcflccts
final payrncnts
budgct of Kshs.105,559,624,287 out
of which Kshs.90,000,000 rclatcs to
emcrgcncy
mcdical trcatmcnt fund meant for
cmcrgcncy trcatmcnt and
managcmcnl ol chronic
illncsscs. owcvcr, thc votc book
indicated that the lunds rcmained
unutilizcd sincc no
regulations had bccn cnactcd to guide
its implcmcntation. In addilion, this
appropriation
lapscd at the cnd ofthe linancial ycar
duc to lailurc to opcratc a scparatc
lund account
contrary to Scction I 5( I )(x) of thc
Ilcalth Act, 2017 which statcs thal
"fhc national
Govcrnmcnt rn inistry rcsponsiblc lor
health shall cstablish an cmcrgcncy
med ical
trcatrncnt lund for crnergcncics to
providc lor un lorcsccn situations
calling for
supplcmcntary financc.
In thc circumstanccs, Managcmcnt
was in brcach of the law.
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5

3 I 'r Octobcr
2025

Nol Yct
rcsolvcd

It is truc that during
thc ycar undcr rcv icw,
pcnding bills arnounting
to Kshs l.453.lll 1.444

and Kshs.

24,389,033,396 lor lcgal

cascs wcrc paid aftcr
their approval and

vcrification.'l'hc
pcnding bills arosc duc
to inadcquatc issuc of
exchcqucr in thc ycar
202212023 .Considcring
majority ol thc pcnding
bills werc lor thc

supply of goods and

serviccs, thc right
chargeablc itcms had

availablc funds which
wcrc utilizcd sincc thc
pcnding bills fonn thc llrst
chargc.
Despitc the budgct cuts
that wcrc cffcctcd during
the ycar, thc National
'l'rcasury

replcnishcd sornc o I thcsc
funds through
supplcmcntary I and II.

547 Unbudgetcd Pcnding Bills
'l'hc statcmcnt ol comparison ol
budgct and actual amounts rcflccls
final payrncnts
budgct ol Kshs . I 05,5 59,624,287 .

Schcdulcs providcd lbr audit rcvealed
pcnding bills
balancc ol Kshs. 1,557,873,023 for
usc of goods and scrviccs and

Kshs.24,3 89,033,396
lor lcgal cascs carricd forward from
financiaf ycar 202212023. I lowcver,
thcsc arnounts
wcrc not budgetcd for in thc financial
ycar 202312024 dcspitc payrncnts of
Kshs. 1,453,81 1,444 and
Kshs.82,622, I 95 undcr usc of goods

and serviccs and lcgal
cascs rcspectively. 'l'his was contrary
to Paragraph 20 ol'l'hc National
'l'rcasury Circular
numbcr 7/2023 darcd2l Junc,2023
which statcs that in ordcr to ensurc

thcrc is no

accrual in paymcnt ol arrcars
(pcnding bi lls), Accounting Officcrs
should cnsurc that
carryovcr paymcnts cmanating lrorn
l:Y2022/2023 arc trcatcd as a firs1

chargc against
thc financial ycar2023124 budgetary
allocation bcforc cntcring into any
tlcw
cornrn itnrcnts.
Irurthcr, thc Statc l)cpartment
incurrcd Kshs.8,202,829,963 in
rcspccl to intcrcst and
pcnaltics on lcgal cascs duc to non-
paymcnt lcading to loss of funds.
In thc circumstanccs, Managcmcnt
was in brcach of thc law and valuc
for moncy on
cxpcnditurc incurrcd in respect of
intcrcst and pcnalties could not bc

obtaincd.

3 I " Octobcr
2025

Not Yct
rcsolvcd

Wc concur with the

Auditor that the projcct
status rcport providcd did

Stallcd Equalization Fund Projccts
Rcv icw ol projcct documcnts
providcd lor audit rcvcalcd that forty-
lour (44) cqualization

5,1ti
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not show thc

contract pricc and thc
valuc of works donc up to
the end of thc ycar undcr
rcview.'Ihc
Iiqualization fund -
Ilealth I'}rojcct has bccn
implcmcnting 84

projccts sincc its

inccption.'l'hc projccts
had stallcd as a rcsult of
a court casc filcd by thc
Council of
Covcrnors undcr
Constitution Pctition No.
272 of 2016 Council of
Covernors -vs-'l'hc
Attorncy Ccncral & 2

Others. 'l'he Council of
Govcrnors was

challcnging thc
Guidelincs issucd by thc
National -frcasury 

on
Administration of thc
Iiqualization lrund
publishcd on l3'r' March
2015.'l'hc Ministry
sought legal advice lrom
the Attomcy
General Officc on thc
Judgement issued in thc
said Petition vidc letter
Ref: No.
EIT/ADM CI]N/VOI,I/
( I ). l'he Attorney Gcncral
advised on thc way
lorward vidc lctlcr
Ref. No.
AG/CONIT/2 l/53 datcd

2l't March, 2023 and thc
Ministry has sincc taken

action pursuant to thc
advice.)

fund projccts wcrc at various stagcs
ol irn plcmcntation. 'l'wcnty-cight (28)
projccts wcrc
ongoing whilc sixtccn ( l6) projects ol
undctcrmined valuc had stalled.
I Iowevcr, dctails
ol thcsc projccts including contract
pricc and valuc of work donc werc
not providcd lor
audit. It was thcrclorc not possiblc to
confirm thc complction status of
thcsc Projects as

at 30 Junc, 2024.
In thc circumstanccs, thc value for
moncy spcnt on thc stallcd projccts
could not be

confirmcd.

Not Yct
rcsolvcd

3 l'r October
2025

Wc agrcc wilh auditors'549 Untlcrfunding of Matcrnity
Program mc
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a

obscrvation.
I lowcvcr, thc lunds wcrc
proccsscd to transfcr thc
Kshs. 2,098,000,000 but
lacked

cxchcqucr lrom the
National 'l'rcasury in the

l:Y 2023/24 against thc

cxpcnditurc ol
Kshs. 2,000,000,000.

'l'hc statcmcnt of comparison of
budgcl and actual amounts reflects
final payrncnts
budgct ol Kshs. 105,559,624,287 out
of which Kshs.4,098.000,000 rclatcs
to
irnplcmcntation of frcc rnatcrn ily
programmc. I lowcvcr, only
Kshs.2,000,000,000 was
translcrrcd to thc National Ilcalth
Insurancc Fund for thc
implcmcntation of thc
programmc rcsulting to an

undcrfunding of Kshs.2,098,000,000
or 5lYo ofthc budgct.
'l'his was contrary to Articlc 43( l)(a)
of thc Constitution of Kcnya 20 I 0

which statcs that,
'livcry pcrson has thc right to thc
highcst attainablc standard of hcalth,
which includcs
thc right to hcalth carc scrviccs.
including rcproductivc hcalth carc.
In thc circumstanccs, Mauagcmcnt
was in brcach of thc law.

Not Yet
rcsolvcd

3 I " October
2025

A lcw unlortunatc
instanccs havc bcen

cxpcricnccd in thc
country whcrc ccrtain
vaccincs have gonc out ol
s1ock. In thc latcst of this
instancc. thcrc was a stock

out ol
Mcaslcs ltubclla. llCG
and OI'V vaccincs mid
th is ycar; 2024. Y accinc
financing and

procurcmcnt is cxccutcd
through a Mcrnorandum
of [Jndcrstanding bctwccn
I.JNICI]I]
(On bchalf of GAVI)
and the Kenyan
govcrnmcnt. ln 2022,
Kenya cntcred into thc

Accclcratcd transition
l)hasc having attaincd

550 Stock Out of Vaccincs at thc
Ccntral Vaccinc Storc
Rcvicw of the vaccinc stock lcdgcrs
rcvcaled that during thc year, thrcc
antigcns (llCG.
O['}V and Mcaslcs Rubclla) wcrc out
ol stock lor an avcragc of sixty-livc
(65) days duc
to dclays in providing funding to thc
procuring agcnt.'l'hc stock outs at thc
Ccntral
Vaccinc Storc (CVS) aflccts thc
availability ofvaccincs at thc hcalth
l'acilitics which
significantly aflccts the lifc ol
citizcns.'l'his was contrary to Section
160(l) of thc I'ublic
Procurcmcnt and Assct l)isposal Act,
20 I 5 which statcs that an Accounting
Olficcr of a

procuring cntity shall managc its
invcntory, assets and storcs lor the
purposc of

6t



Statc Dcpartment for Mcdical Scrviccs
Annual Rcports and l'inancial Statcmcnts for thc ycar cndcd Junc 30,2025.

middlc incomc lcvcl
with a prcvious
thrcc ycar rolling
avcragc GNI pcr capita
ol USI) 1,710 which
cxcccdcd GAVI's
cligibility thrcshold of
USD 1,660. 

-l'hc country
is now cxpectcd to co-
financc vaccinc
purchascs with the

currcnt obligations
having doublcd sincc
2023. 'l'hcrcaftcr thc
countrics obligations will
increasc at a ratc ol l0 %
up lo 2029 l)eccmbcr
whcn thc

country is cxpcctcd to bc

fully sclf-linancing.
'l'his is a vcry rccent
dcvclopmcnt that has

ncccssitatcd kcy
adjustments in thc
govcrnments part on

funding vaccination
scrviccs in thc country.
-l'he Ministry ol
I lcalth continucs to lobby
for funds lrom thc
National treasury to
lacilitatc a scam lcss

transition proccss.

Othcr considerations
would includc:
Contingcncy Stock
Managcment:
Prcpositioning critical
vaccinc stocks in high-risk

areas_
'l'reasury lingagcmcnt:
Sustaincd advocacy lor
timcly rclcasc of lunds to
procuring

agcnts.

prevcnting wastagc and loss, and
continuing utilizalion of supplics
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I

I:lcxiblc I)rocurcrncttt:
I)cvcloping adaptivc
lramcworks to addrcss

procurcment

bottlcnccks.

Clirnatc l,ogistics
Adaptation: Irnplcmcnting
stratcgics such as mobilc
cold storage to

sustain vaccinc supply
during floods or othcr
cxtremc weathcr
conditions.

Not Yet
rcsolved

3 I " Octobcr
2025

'l'hc I)acdiatric
limcrgcncy and []urns
Managcmcnt Ccntcr
projcct at Kcnyatta
National Ilospital is
financcd by thrcc
financicrs; thc
(iovcrnrncnl of Kcnya
58.2%.

Arab llank lor
llconornic Dcvcloprnent
of Africa (llAt)lrn)
12.0o/o, Opcc lrund lor
Intcrrrational
I)cvclopmcnt (OIrlD)
17.2%o and Saudi I'-und

for l)cvclopmcnt (SIrD)
I

2.6%. 'l'hc I'}rojcct

commcnccd on 20th
August 2018 and

construction of buildcr's
works is currcnlly 'lJYo

com plctc.
'l'hcrc has bccn dclays in
projcct progress /
complction duc to thc
lollowing rcasons;

I

551 l)claycd Complction of l)cdiatric
l)mcrgcncy Ccntrc and Ilurns
Managcmcnt Ccntrc

'l'he statcmcnt of rcccipts and
paymcnts and as discloscd in Notc 9

to thc llnancial
statcmcnts rcfl ects acquisition ol'
asscts amount ol Kshs.3,256, 146,761

out of which
Kshs.34,047,734 rclatcs to
construction of Pcdiatric Iimergcncy
Ccntrc and llurns
Managcrncnt Centrc at Kcnyatla
National I lospital. 'l'hc projcct
duration was two (2)
ycars frorn 02 August, 2018 to l0
Novcmbcr, 2020 al a contract sum ol
Kshs.2,959,5 I 1,555. I lowevcr, thc
valuc ol work donc as at 30 Junc,
2024 aboul two and

half ycars aftcr thc cxpcctcd
completion datc was

Kshs. 1.099.686.586 and thc projcct
was vcrificd to bc incornplctc. In
addition, thc valuc of work donc
includcs intcrcst on
dclaycd paynrcnts ol
Kshs.68,043,601 which could havc
bccn avoidcd. 'l'his was contrary to
Scction l 5l (2) (c) of thc Public
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Undcrpaymcnt/Delayed
Paymcnts
a. Projcct Consultant:
-Ihc Projcct Consultant
suspcndcd thcir
consultancy

scrviccs on I'r March
2021 duc to non-
paymcnt of lcc notcs
Nos. I to 3,

which amountcd to
Kcs.20, I 90,983.00.
'l'hc Irrojcct
Consu ltant rcsumcd

their serviccs on 20'l'

Septcmber 2021 after
thc Ministry ol
I lealth (Mol l)

and 'l'hc National
'l'rcasury approvcd
KNIIto settle the
pcnding paymcnts

using thc CoK
allocation for thc
projcct.'l'hc
Consultant suspcndcd
works

again on l3th May
2024 again duc
nonpayment o[ flee

notc numbcr 4 of
Ksh. 5,863,309.20
by cxtcrnal
financcrs, claim on

intcrcst on dclaycd

paymcnls and claim
on compensation for
change of scopc. The
Ministry ol
Ilcalth facilitatcd thc
paymcnt of intcrcst
on dclayed paymcnt

and thc

Procuremcnt and Assct [)isposal Act,
201 5 which
rcquircs a procuring cntity to mect all
its paymcnt and othcr obligations on
timc and in accordancc with thc
contract.
In thc circurnstanccs. valuc lor
moncy on cxpcnditurc of
Kshs.34,047,734 in rcspcct to thc
construction of Pcdiatric [:mcrgcncy
Ccntrc and llurns Managcment
Centrc could not
bc confirmcd.
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a

consultant rcsumcd
work. I lowcvcr. thc

paynlcnt ol lcc notc 4
by cxtcrnal

financicrs and clainr
on changc of scopc is

still pcnding.
b. Contractor: 'l-hc

Contractor has prcviously
suspcndcd work thricc,
with thc

first suspcnsion
lasting lrom April to
August 2019; thc
sccond from January

to l"cbruary 2021;

and thc third frorn l"
July 2021 to
2"dl)cccmbcr 2022.

'l'hcsc suspcnsions
werc a rcsult of
dclaycd payrncnt.

At thc tirne the

Contractor suspcndcd all
construction on l" July
202 l. thc

dclaycd paymcnts

amountcd to
KES.78,848,666.22,
cxclusivc of accrucd

intcrcst. I lowcvcr, the

Contractor has sincc
rcccivcd paymcnt

amounting to

K85.36,950,667.46 frort
GoK and thc dcvelopmcnt
partncrs.
'l'he outstanding balancc

of K11S.41,897,998 is

owcd by thc dcvcloprncnt

partncrs duc to
undcrpaymcnts rcsulting
from withholding 3"h
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withholding

tax payable to KRA. The
surnrnary of the

underpayments is as

lollows: -

2

. Accrued Interest
Contractor: The
Contractor raised has

raised l4 Payment
Certif rcates to date

with amount certified at

t.2t'7,956,'722. IPC l - r 4

have been paid by COK
and

subm itted to the

development partners for
processing however the
outstanding

balance of KES
78,503,943 is slill
pcnding and the

requested MOH to give

guidance on settlement of
accrued interest as at

certificate l2& l3
amounting

of'KES. 33,678,938.
Thc intcrest on dclaycd
paymcnt of Ksh.
68,043,601 charged by thc
contractor

was occasioncd by non-
provision ol adcquatc
budgct to thc project in
thc

Financial Year 2019/20
and delays in
disburscmcnt ol
paymcnts by thc

external financicrs to thc
contractor.'l-his resulted
to suspcnsion of works
by
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a

the contractor and

subscqucnt prolongation
of thc projcct pcriod.
'l'hc Ministry of I lcalth
has takcn tlre ncccssary

mcasurcs cnsurc provision
of
thc projcct in thc budgct
and strearnlined the
disburscmcnt of funds to
thc

contractor by thc cxlcrnal
financicrs to cnsurc

complction ol thc projcct.
J

. Idlc Plant &
Machincry -
Kf,s.905,279,216.16
At thc datc of
rcsumption o[ works on

sitc, thc Contractor had

subrnittcd

clairns on disruptcd
labour, idlc plant, and

machincry amounting
to

KES.905,279,2I6.16.',I'hc
consultant has sincc

rcvicwcd claims l- 13,

and

notcd adrnissiblc clairn of
K8S.283,257,855.47.
'l'hc I Iospital and

consultants

have rcqucstcd thc
Contractor for additional
suppo(ing documcnts to
cnablc
finalizing tabulation of
thc clairn. 'l'hc

contractor has issucd a

noticc to suspend works
duc to delay in

ccrtification and
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payment of his financial

c laim s.
'l'he Ministry of Ilcalth
has takcn thc ncccssary
mcasurcs cnsurc
provision of thc
projcct in thc budgct and

strcamlined the

disbursemcnt of lunds to
thc contractor by

thc extcmal financicrs to
cnsure complction of the
projcct.

552 Inadcquatc Paticnts llcds at
Mathari Ilospital
Notc 9 to thc flnancial statcmcnts
rcflccts construction of buildings
amount of
Kshs.572,941,804 out of which
Kshs. I 2,579,005 rclatcs to
rcnovalions ol- wards at

Mathari Ilospital. I)ata maintaincd at

thc Ilospital indicated a total ol'six
hundrcd and fifty-
thrcc (653) hospital bcds. I lowcver,
re vicw of thc daily inpaticnt
attcndances indicatcd
thc numbcr ol inpatients cxcccdcd thc
availablc bcds resulting to paticnts
bcing kcpt on
the floor or sharing of bcds lor a

pcriod of two hundrcd and sixty-onc
(261) days lhcrcby
raising thc risk of cross inlcction.
'l'his was contrary to Articlc a3 ( I ) (a)
ol' thc Constitution
of Kcnya 20 I 0 which statcs that,
'l:very pcrson has thc right to the
highcst attainablc
standard of hcalth, which includcs thc
right to hcalth carc serviccs,
including rcproductivc
hcalth care.
ln the circumstances, Managcmcnt
was in breach ol thc law.

'l'he statcmcnt of rcccipts
and paymcnts and as

discloscd in Notc 9 to
thc financial
statcmcnts rcflccts
construction of buildings
amount of
Kshs.572,94 1,804 out of'
which
Kshs. 12,579,005 rclatcs to
rcnovations of wards at
Mathari llospital. Data
maintaincd

at thc hospital indicatcd
a total of six hundred
and lifty-thrcc (653)
hospital bcds.

I lowcvcr, rcvicw of thc
daily inpaticnt attcndanccs
indicatcd thc numbcr ol
inpaticnts

cxcccded thc available
bcds rcsulting 10 patients
bcing kcpt on thc floor or
sharing of
bcds lor a pcriod ol'two
hundrcd and sixty-one
(261) days thercby raising
thc risk of
cross infcction.'l-his was

Not Yct
rcsolvcd

3 I'r Octobcr
2025
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a

contrary to Articlc 43 ( l)
(a) of thc Constitution ol
Kcnya
2

0l 0 which statcs that,
'[ivcry pcrson has thc

right to thc highcst

attainablc standard

of hcalth, which
includcs thc right to
hcalth carc scrviccs.
including rcproductivc
hcalth carc.

In thc circumstanccs.

Managcment was in
breach of thc larv.

Managcmcnt Rcsponsc
It is true thcrc arc

inadcquatc bcds in thc

hospital this atlributcd to
various issucs

including:
a. Iligh numbcr o[
abandoncd paticnts who
havc rccupcratcd but

arc yct to bc

pickcd by thcir ncxt
of Kin:

b. Largc numbcr ol
lJnknown mcntally-ill
paticnts who wcrc
brought to thc hospital

by wcll-wishcrs and

taken in lor
trcatment but thcy
havc not rcgaincd
thcir
cognitive
lunct ions/insight to
rcmcrnbcr whcrc thcy
come frorn.

c. A constraincd
rcpatriation budgct as

onc recovcrcd Palicnt

rcpatriation cxcrcisc
has to bc
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accompanicd by
Security Pcrsonnel,
Nurscs, psychologist,
a Social

Workcr and a

I)rivcr furthcr
constraining the

I lospital I Iuman
Rcsourcc. l'hc
cxcrcisc furthcr
involvcs cngaging
thc paticnts' local
NGAO
rcprcscntativc who
help in idcntifying
thc paticnt's home.
'l'his is costly to thc
hospital as thc van

has

to bc fuelcd and thc
accompanying stafl
arc entitlcd to DSA.
Iivcry month thc
hospital rcpatriatcs
approximately 80
paticnts from across

thc country.
d. Iligh numbcr of
paticnts who havc bccn
trcatcd and arc wcll but
arc unable to

settle their mcdical
bills and are

thcreforc held at

thc I Iospital
awaiting thc
decision of thc
I Iospitals Waivcr
Committcc;

c. Covcrnmcnt policy
that no patient seeking
mental hcalth care

should bc turncd
away lrom acccssing
healthcarc lrom a
public hcalth facility
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a

thcrelorc crowding of
paticnts at thc
I lospilal wards;

L 'l'hc hospital
undcnook to cxpand
two wards but ourrcntly
wc arc not ablc to

opcralionalizc thc
wards duc to lack of
cnough staff to man

thc wards.
g. Increased paticnt
traffic to thc I lospital
seeking mcntal hcalthcarc.

h. 'l'he hospital lacks

cnough vehiclcs to
facilitatc thc cxcrcisc.

'[-hc I Iospital howcvcr
notcs that it is only
rccovcrcd paticnts who
slccp on thc floor.
'l'his climinatcs any
occurrcncc or possibil ity
ol cross-infection as

allcgcd.

Furthcr. thc National
'l'rcasury has providcd
funds in the 2025126

Irinancial Ycar lor
the construction of malc
and lcmalc acutc wards

which will grcatly hclp
in thc

dccongcstion of thc wards
'l'o fu(hcr address this
challcngc, the

managcment proposcs

that all abandoncd
patients bc put undcr thc

Statc l)cpartmcnt lor
Social I)rotcction.'l'his
will cnablc

thcsc abandoncd paticrrts
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havc acccss to shcltcr
and food undcr various
social
protcction scrviccs and

homcs. Iruflher, thc
I)cpa(mcnt lor Social
Protcction has thc
capacity to takc these
paticnts through
Community
lim powermcnl
[)rogrammcs
whcrcin thc abandoncd
paticnts can in thc long-
run bc empowcrcd to bc

social-

cconorn ically productivc
and se l{'- indcpcndcnt,

'l'hc managcmcnt also
proposcs that all
mentally ill paticnts to
bc registcrcd as

indigents undcr SI lA to
allow dischargcs on timc
as 70Yo of discharges who
are well
arc palicnts who have no
capacity to pay hospital
bills

553 I)claycd Construction of Kisii
Canccr Ccntrc

Notc 9 to thc financial statemcnts
rcflecls construction ol buildings
amount ol
Kshs.572,941,804 out of which
Kshs.283,032, 102 is advancc
paymcnt for thc
construction of Kisii Cancer Ccntrc
'l'he construction works wcrc
awardcd on 3l January,
2024 for a pcriod of scvcnty-cight
(78) wccks alongsidc othcr fivc (5)
conlracts for thc

'l-hc contract lor the

Kisii Canccr Ccntrc was

signcd in November
2024, with an

advancc paymcnt ol 20o/o

stipulatcd. I lowcvcr, thc
fi nancicrs rcleascd thcir
payments

at varying timelincs, with
the final tranchc paid in
July 2024. Dcspitc
rccciving the

advance paymcnt, thc
contractor has failcd to

Not Yet
rcsolvcd

3 I '' Octobcr
2025
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a

mobilizc within thc

agrccd 3O-day

pcriod. On Scptcmbcr
18, 2024, thc contractor
subnr ittcd a prograrn of
works, rvhich

was rcjcctcd by thc
Projcct Irnplcmcntation
LJnit (PIU) tcam lor non-

conrpliancc.'l'hc
contractor has yct to
rcsubmit a compliant
program ol- works,
prornpting thc Ministry to
takc dccisivc actions to
rnitigatc lurthcr dclays.
Intcrvcntions
Undcrtakcn

. Ili-Wcckly Sitc
Mcctings:'l'hc Ministry
has incrcascd thc
lrcqucncy ol sitc

v isits and mcetings to
cvcry two wccks. 'l'his

cnsurcs close
monitoring of thc
projcct's progrcss and

allows lor imnrcdiatc
idcntification and

rcsolution of any

issucs hindcring
irn plem cntation.

. Rcsidcnt tr)nginccr
Appointmcnt: 'l'o

strengthcn supcrvision, thc

Ministry has

contractcd a Rcsidcnt
Enginccr to rcprescnt

its intcrcsts on-sitc. -l'hc

Residcnt linginccr is

taskcd with daily
ovcrsight of the projcct,
cnsuring

adhcrcncc to contracl.ual

obligations and

supply, installation, commissioning,
opcration and maintcnancc of various
rncdical
cquiprncnt at Kshs. 155,467,261 but
thc pcriod was not spccilicd. In
addition,
Managcmcnt had prcviously awardcd
procurcmcnt of othcr mcdical
cquiprnent and
lurniturc on 05 Dcccmb er, 2023 at

Kshs.235,230,551 bcforc thc award
of construction works.
I lowevcr, as al 30 Junc, 2024 about
ninc (9) ycars altcr thc loan signing
datc, thc projcct
had not cornrncnccd dcspitc payrnent
ol an advancc. 'l'his was contrary to
Scction
I 5 I (2)(a) and (c) of thc I'ublic
Procurcmcnt and Assct Disposal Act,
2015 which providcs
that 'for thc purposc of managing
complcx and spccializcd procurcmcnt
contracls thc contract irnplcmcntation
tcam shall bc rcsponsible for
rnonitoring thc pcrformancc of the

contractor, to cnsurc that all dclivcry
or performancc obligations arc met or
appropriatc
action takcn by thc procuring cntity
in thc cvcnt ol- obligations not bcing
rncl and cnsurc
that thc procuring cntity mccts all its
paymcnt and othcr obligations on

tirnc and in
accordance with thc contract.
In thc circurnstanccs, thc value for
moncy on advancc payrncnt of
Kshs.283,032,102 lor
thc construction of Kisii Canccr
Ccnlrc could not be confirmcd.
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coordination among
stakcholdcrs.

. Warning Lcttcr to thc
Contractor: 'l'hc

contractor has been

fonnally issucd a
warning lcttcr lor
dclays causcd by lailurc
to mobilizc and subrnit
a compliant
program ol works. 'l'hc

lcttcr outlincs
conscqucnccs lor
continucd non-
compliancc, including
potcntial penalties as

stipulated in thc
contract.

. Contractor
Accountability: 'l'he

Ministry, through thc PIU
tcam, has

communicated spccilic
lcedback on thc rcjcctcd
program ol'works and

sct

clcar cxpcctations lor
rcsubrnission. -l'he

contractor is bcing
closely monitorcd
1cl cnsure a reviscd
program ol works is

subrnitted and approvcd
promptly.

. Facilitation of
l'inancing: With all
financicrs having
cornplctcd thc ir

disburscmcnts by July
2024, thc Ministry has

ensured that thcrc arc

no further
lunding-relatcd dclays.
All financial

uisitcs havc bccnrcrc
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o

mct to cnable the

contractor to lulfill thcir
obligations.

. Strcngthencd
Comm u nication
Channcls: Rcgular
updatcs arc bcing sharcd

bctwccn thc Ministry,
thc I'lU tcam, and thc
contractor to cllsu rc

alignrncnt on

timclincs, dcl ivcrablcs,
and any arising
challcngcs.

Most of thc dclays wcrc
cxpcricnccd with rcspcct

to obtaining "No
Objcctions" for thc

various stagcs of project
procurcmcnt proccssing

and compliancc with
conditions
prcccdcnt to thc
implcmcntation ol thc
projccts including
paymcnt of advancc
paymcnts.'l'hcsc dclays
lravc howcvcr bccn
addrcsscd to thc extcnt
that a good numbcr of
contracts havc bccn
signcd and thc main
works cornmcnccd on thc

20,1,

August 2024

3 l't Octobcr
2025

Not Yct
rcsolvcd

'l'he budgct lor this
procurcrrcnt was

providcd undcr thc itcm
3l I I l0l. 'l'hc statc

dcparlrncnt has sincc
writtcn to National
'l-rcasury to providc
cnough I urrds lbr thc

554 Iludgct In-Adcq uacy for
Community I Icalth Promotcrs Kits

'l'hc statcmcnt of rcceipts and

payments and as discloscd in Notc 9
to thc financial
statcmcnts rcflccts acquisition of
asscts amount ol Kshs.3,256, 146,7 6l
'l'hc amount
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includcs purchasc of spccialized
plant. equipmcnt and machincry
amount of
Kshs.2,629,748,382 out of which
Kshs.2,500,000,000 relates to
cornmunity hcalth
promotcrs' kits. Rcvicrv ol
cxpcnditurc rccords rcvcaled that thc
kits wcrc procurcd using
a thrcc-year contract ol
Kshs.24,760,791,759 out of which
Kshs. I 0,226,991,9 I 7 relatcs
to thc Ilrst ycar. I lowcvcr, thc first-
ycar portion olthc contract cxcccdcd
the approvcd
budget estimatc ol
Kshs.5,000,000,000 by
Kshs.5,226,99 I ,91 7. 'l'his was
conlrary to
Scction 53 (8) ofthc Public
Procuremcnt and Asset Disposal Act,
2015 which states that
'an Accounting OIficcr shall not
commcncc any procurcmcnt
procccding until satisficd
that sulficicnt lunds to mcct the
obligations ol the resulting contract
are rcflcctcd in its
approvcd budgct cstimatcs.
In thc circumstances, Managemcnt
was in brcach of thc law.

555 I)claycd Installation of Mcdical
(]ascs

Notc 9 to thc financial statemcnts
rcflects purchasc of spccializcd plant,
cquipment and
machincry amount ol
Kshs.2,629,7 48,3 82 out ol wh ich
Kshs.32,390,255 rclatcs to supply,
installation, tcsting and
commissioning of mcdical gascs
plant and pipclinc
systcm at 'l'rans Mara Subcounty
I lospital. 'l'he projcct was awardcd to
a contractor on
17 May,2022 al a contract sum of
Kshs.61,845,550 for a pcriod of lorty
wceks. I Iowcvcr

It is truc that the

Ministry of Ilcalth
entered into various
contracts undcr thc
governancc for scrvicc
delivcry in Kcnya
(GI:SDcK) program
including thc lollowing
two contracts.
I
. Contract lor Supply,
installation, tcsting and

commissioning ol
medical gases

plants and pipclinc
systcm at 'l'ransmara

Not Yet
rcsolved

3 l" Octobcr
202s

implcmcntation ol' th is

important UI IC program
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a

Wcst Sub County
Rclcrral I Iospital in
Narok County, 'l'cndcr

No.
MOI I/(;l,S I)llK/ON'17 I

012021-2022 signcd
with M/S
lilton Dcsigns

l.imitcd, P. o llox
64932-00620, Nairobi
on l7'r' May.2022 at

contract sum of Kshs.
61,845,550.00

it is also truc that thc

contract had faccd

various challcngcs
rclating to thc

procurcmcnt and

sh iprncrrt ol thc plants

to Kcnya and thc

associatcd installation
works and training altcr
installation.'l'hcsc
challcngcs led to thc
projcct rnanagcrs thc

Statc [)cparlmcnt lor
Works granting various
cxtcnsions on thc
contract pcriod thc
last of which was grantcd

on 29'r' I.cbruary ,2024 for
a period of 28 wccks.
'l'hc contractor has

howcvcr handlcd all thc

challcngcs and thc projcct
was complctcd
and handcd ovcr to thc

Ministry on 29'r' March,
2024. l'}rovidcd as

anncxcd arc thc

contract pcriod cxtcnsion
lcttcrs. Ccrtificatc of
practical cornplction and

thc I Ianding
ovcr Ccrtificatc.
2

as at 30 June,2024 about two ycars
latcr, thc projcct was incornplctc
bascd on thc valuc
ol work donc totalling
Kshs.32,390,25 5 or 52%o.ln addition.
Managcmcnt awardcd
anothcr contract lor thc supply,
dclivcry, installation. tcsting. training,
cornmissioning and
maintcnancc of mcdical oxygcn
gcncrating plant at thc samc hospital
on l5 Junc, 2022
of Kshs.74,564,71 I lor a pcriod of
twelvc ( I 2) wccks. I lowcvcr as at 30
Junc 2024 about
two years later, thc work had not
slartcd and thc pcrlorrnancc sccurity
had cxpircd.
Audit indicatcd that thc two (2)
contracts abovc totalling
Kshs.l36,4l0,26l for thc oxygcn
systcm wcrc l'inanccd through
Govcrnancc lor Scrviccs [)clivcry in
Kcnya (GIiSI)l')K)
projcct datcd 2 Octobcr 2020. 'l'hc

projcct lapscd on 30 Junc, 2023 but
Managcrncnt
corrtinucd to incur cxpcnscs contrary
to Arliclc l0 ol-thc Crcdit l:acility
Agrccmcnt which
rcquircs no fu(hcr drawdown bc
madc undcr thc projcct aftcr 30 Junc,
2023.
Irurthcr, despitc thc dclay, no intcrcst
on dclaycd pcrlonnancc was chargcd.
'l'his was
contrary to Scction 140 (b) ol'thc
Public l)rocurcrncnt and Assct
[)isposal Act, 2015 which
statcs that 'thc contractor shall bc

liablc to Iiquidatcd damagcs lor
dclaycd pcrlormancc'.
In the circumstanccs, Managcmcnt
was in brcach of thc law.

77



. Contract lor supply,
dclivcry, installation,
tcsting, train ing,
cornmissioning and

maintenancc of mcdical
oxygen gcncrating
plant at 'l.ransmara

West Sub County
Rclcrral Ilospital in
Narok County
'l'cndcr No.
MOI I/SDPI I&PS/CllS
I)cK-
AIrD/ON1'/01/2022-
2023 signcd with M/S
Crawford Contractors
Ltd. P. O. llox 90-

0

0200 Nairobi on l5'r'Junc,
2023 al a contract sum ol
Kshs. 7456,471.00
'l'hc contract had also

faced challcnges to do
with plant procurcmcnt
and shiprnent

and also clcctrical
installation by KI'1.C.
'l'hc contract pcriod lor
thc contract was

cxtcndcd on 4th March,
2023.

'l'hc projcct has now
bccn satisl-actorily
complctcd and handed

ovcr to thc Ministry.
I)rovided on Anncx--- in
thc Ccrtificalc of
practical completion as

prcparcd on 2nd

March, 2024 and thc
Contract period extension
lcttcr.
It was obscrved that thc
challcngcs faccd by thc
contractors in complction

7tl
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a

of thc
projccts in timc was

bcyond thcir control and

thcrclorc thc Ministry
optcd not 1o lcvy
any liquidatcd damagcs on

dclaycd pcrformancc.
'l'hcsc projccts havc

howcvcr bccn transfcrrcd
to bc undcr thc
jurisdiction ol thc

Statc Dcparlmcnt lor
I'ublic I lcalth and

Prolcssional Standards.

Not Ycl
rcsolvcd

3 I 'r Octobcr
2025

'l'csling of rncdicincs is
donc during pre-

rcgistration, at dclivcry,
during post market

survcillancc or if thcrc is a
quality issuc.
'l'csting of' hcalth
products on rcccipt is

not donc lor thc wholc
consignmcnt but

random samplcs arc

pickcd lrorn d illcrcnt
batchcs lor tcsting for
cornpliancc against

prcscribcd spcci fi cations

or lbr invcstigativc tcsting
ol suspicious, illcgal or
countcrlcit
substanccs or products.
'l'his is for purposcs of
confinning thc quality of
thc hcalth
products.

Unconlirmcd 'fcsting of Ilealth
Products
'l-hc statcmcut oI reccipts and

paymcnts rcflccts usc o[ goods and

scrviccs amount of
Kshs.5,138,695.802 out of which
Kshs.49.597.602 rclatcs to hcalth
rncdical drugs issucd

to hospitals without cvidcncc of
tcsting.'l'his was contrary to Scction
35D(l)(c) ofthc
Pharmacy and l)oisons Acl,2012
which requircs thc National Quality
Control Laboratory
to tcst on bchall ol' thc Govcrnmcnt
all locally manulacturcd and

importcd drugs or rncdicinal
substanccs to dctcrtninc whcthcr thcy
cornply with thc sct rulcs.
In thc circumstanccs, Managcmcnt
was in brcach of the law.

556

3 l'r Octobcr
2025

Not Yct
rcsolved

It is truc that Ministry of
I'lcalth owns a parccl of
land No.
NN I ROt}I/BI,OCK45/ I 60

mcasuring approximatcly
31.47 Ilcctarcs which

551

79

Uncroachmcnt of Land at Mathari
Tcaching and Rcfcrral Ilospital
'l hc surnnrary ol fixcd asscts registcr
as disclosed in Annex 2 to thc
financial slatcrncnts
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houscs Mathari National
'l'caching &
Rcfcrral I lospital and its
staff quartcrs. 'l'he land
initially mcasurcd 34.3
I lcctares but

during cxpansion ol thc
'l-hika Supcrhighway
part of thc land was

hivcd oll to
accommodate'l'hika Road

Iixpansion and other
supporting public
amcnitics.
Part of the said land
was partially lcnccd by
Nairobi Mctropolitan
Serviccs lor
tcmporary usc but has

since bccn rcvcrled back
to thc hospital.'l'hcrcfore,
thc land

has not bccn cncroachcd
and is still part olthc
I Iospital propcrty.
'l'hc I Iospital is in
posscssion of thc titlc
dccd lor thc cntirc
picce of thc land

measuring approximately
3 I .47 I lcctarcs. 'l'hc

managcmcnt comm its
itsclf to lcncing
thc land immcdiatcly
funds arc madc availablc
by thc National 'l'rcasury.

rcflccts Nil land balancc. Availablc
inlormation confinncd that thc
Ministry owns a parccl
ol land which houscs Mathari
'l-caching and Rcfcrral Ilospital of
undctcrmincd value.
['}hysical vcrification conductcd in thc
rnonth ol-Octobcr 2024 indicatcd that
thc land was
parrially lcnccd rnaking it an casy

targct lor privalc dcvclopcrs to grab
or cncroach.
l.urthcr, it was obscrvcd that an

undiscloscd dcvclopcr had crcctcd a
tcrnporary fcncc
on thc unfcnccd portion of thc land.
'l'his was contrary to li.cgulation
139( l) olthe l'ublic
Irinance Managcmcnt (National
(iovcrnrnent) Rcgulations, 201 5

which statcs that ''l'hc
Accounting Officcr ol a national
Govcrnmcnt cntity shall takc lull
rcsponsibil ity and cnsurc
that propcr control systcms cxist lor
asscls and that (a) prcvcntativc
mcchanisms arc in
placc to climinatc thcft. sccurity
thrcats, losses, wastagc and misusc;
(b) movcment and
conditions of assets can bc tracked.
In thc circumstanccs, Managemcnt
was in brcach of thc law.

558 Proposcd Establishmcnt of a
Neuropsychiatric National
Tcaching and
Refcrral I Iospital
'l'hc summary of fixcd asscts rcgistcr
as discloscd in Anncx 2 to thc
financial statcments

Not Yct
rcsolved

3 l'' Octobcr
2025
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I

rcflccts Nil land balancc. According
to a lcttcr datcd 27 October 2021 .l,'hc
National
'['rcasury approvcd thc cstablishmcnt
of a Ncuropsychiatric National
'l'caching and
I{clcrral Ilospital at Ngong Kajiado
County at a cost of
Kshs.5,000,000.000 ovcr a two-
year pcriod with an in itial budgct
allocation ol Kshs.2,500,000,000 in
thc ycar 202112022.
Irurthcr, an amount of
Kshs.579, 150,000 paid for the
irnplcmcntation of thc projcct was

latcr rcfundcd to 'l'hc National
'l'rcasury on 29 March, 2023 without
cxplanation. In
addition, it was not possiblc to
confirm thc total amount paid out and
whcther thc rcfund
was lor thc f ull arnount carlicr paid.
As at 30 Junc,2024, this projcct had

not commcnccd
contrary to Scction 68( l) ofthc
I)ublic I;inancc Managcntcnt Act,
201 2 which slatcs that
'An accounting officcr for a national
Govcrnmcnl cntity, Parl iarncntary
Scrvice
Commission and thc Judiciary shall
bc accountablc to 'l'hc National
Asscmbly lor
cnsuring that thc rcsourccs of thc
rcspcctivc cntity lor which hc or shc

is thc Accounting
Olficer arc uscd in a way that is:-
(a) lawful and authoriscd; and (b)
cllcctivc, cfficicnt,
cconom ical and lransparcnt'
In thc circurnstanccs, Managcmcnt
was in brcach of the law.

3 l 't Octobcr
2025

Not Yct
rcsolvcd

559 I'rocurcmcnt of thc Ilcalthcarc
Information'fcchnology
I)igitization Systcm
'l'hc Statc l)cpartrncnt procurcd the

I lcalthcarc Inlirnnation'l'cchnology
l)igitization

8r
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systcm of Kshs. I 04,808,1 36,478.
I lowcvcr, rcvicw of tcndcr
documents, contract
agrccment and l'inancial proposal
indicated thc fol lowing unsatislactory
mattcrs;

559 I Unbudgctcd Procurcmcnt
I)uring thc ycar undcr audit, thc Statc
Dcpartmcnt initiatcd procurcmcnt for
thc provision
of I lcalthcarc Inftrrmation
'l'cchnology I)igitization for
[Jnivcrsal I Icalth Carc. 'l'hc systcm
was procurcd at a cost
Kshs. I 04,808, I 36,478 through
Spccial ly l)crmitlcd Procurcmcnt
Proccdurc but was not includcd in thc
procuremcnt plan nor thc mcdium-
term budgctary
cxpcndilurc lramcwork. 'l his was
contrary to Scction 53 (7) ol thc
[)ublic Procurcmcnt
and Assct I)isposal Act, 20 I 5 which
statcs that,'multi-ycar procurcment
plans may be

prcpared in a lbrrnat set out in thc
I{cgulations and shall bc consistcnt
with thc mcdium-
tcnn budgctary expcnditurc
lramcwork lor projccts or contracts
that go bcyond onc ycar'.
ln thc circurnstanccs, Managcmcnt
was in brcach ol thc law.

'l'hc Statc l)cpa(mcnt is

not in brcach ol thc law
as it adoptcd Spccially
I)crm ittcd

Procurcmcnt Proccdurc

pursuant to Scction

ll4(A) (2) (d) of thc

[rlr[)A .'l'his
procuremcnt proccdurc
was approvcd by thc
National 'l'rcasury as can

bc confirmcd
by thc lcttcr datcd l3rr'

Junc,2023 lrom the

National'l'rcasury with
rcspcct to thc

approval ol thc
procurcment proccdurc,

this particu lar proposal

did not rcquirc thc
provision of a budgct
as it involvcs a stratcgic

invcstor partncr and thc

project

costs arc cxpected to bc

rccovcred lrom chargcs

lcvicd for thc usc of the

dcvclopcd
systcm. Appcndix l7.l
providcs thc National
'l'rcasury lcttcr cxcmpting
the projcct

lrom thc rcquircmcnt of
bcing budgctcd lor within
thc Statc I)cpartment's

budget.

In view of thc citcd

Not Yct
rcsolved

3 l'r Octobcr
2025

\
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o

National 'l'rcasury

approval cxcmpting thc

projcct liorn budgctary

rcquircrncnts on thc basis

of thc adoptcd

procurcmcnt proccdurc

undcr scction I l4A
of thc PPAI)A 2015, the

managernent was not in

brcach of scction 53 ol thc

Act.
'l'hc contract for thc

procurcmcnt of thc

II II'l'lS is howcvcr thc

subject ol activc
procccdings in thc I Iigh

Court in Nairobi undcr

pctition No. Ir5 l3 ol-

2024 and rnay

thcrc lorc bc considcrcd as

sub judicc. 'l'hc officc of
thc Auditor Ccncral may

thcrcforc

considcr holding any

mattcr with rcspcct to
thc samc in abcyancc

until thc final

dctcrmination of thc samc

by thc court.

Not Yct
rcsolvcd

3 I'r Octobcr
2025

1'hc procurcmcnt of thc

II II'l'S was no1

uncompetitivc or a brcach

ol thc law but only

that thc proccdurc adoptcd

was S[)Pl) which is

provided in section I l4A
of thc PIIADA
2

015 and in which

Safaricorn I)l,C was

onboardcd as a stratcgic

559.2 Uncompctitivc Procurcmcnt
'l-hc systcrn was procurcd through
Spccially l)crrn ittcd I)rocurcment
[)roccdurc pursuant
to Scction I l4(A) (2Xd) by dircctly
sorrrcing a partncr at a cost of
Kshs. I 04,808, I 36,47 8.

I lowcver, this proccss was contrary
to Articlc 227( I ) of thc Kcnya
Constitution 2010
which rcquircs a fair, cquitablc,
transparcnt, compctitive and cost-
cllcctivc ways ol
acquiring goods and scrviccs.
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invcstor partncr lor
the rcasons that;

I

2

J

4

. Salaricom Pl-C has got

the largest nctwork of ICI'
Infrastructurc in Kenya

. Salaricom Pl-C is

belicvably thc largcst

systcm intcgrator in Kcnya

. Salaricom Pl,C has thc
largcst nctwork of support

systcm

. Sal'aricom PLC is

rcasonably the on ly

Kcnyan corporatc cntity
that can dcploy a

nationwidc lC'l' system
'l.hc contract pricc was

propcrly considcred by

the l,)valuation Committec

against thc

cxpansivc systcm scopc

and dctcnnincd kr bc

reasonablc and within thc
normal ratcs

of rcturn lor projccts

which involvc strategic

invcstor pa(ncrs who

invcst heavily in

thc upfiont and

maintcnancc support cost

of a project.

Our undcrstanding is that

the I'PADA 2015 was

cnactcd on the basis of
Articlc 227 ol
the Constitution. Article
22'1 ol the Constitution

In thc circumstanccs, Managctnent
was in brcach of- thc law.

..!
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o

thcrclorc, rccognizcs thc

PPNDA 20I5

as thc prirnary lcgislation

on mattcrs ol
procurcrncnt of public

goods and scrv iccs.

Section 3 of thc

PPADA 2015 providcs

the guiding principlcs ol
the cntirc public

procurcmcnt law and thc
qPPP is no cxccption.
'l'hcsc public

procurcmcnt guiding

principles arc hcavily
borrowcd liorn thc

Constitution and thc Act
gocs lurthcr to

providc thc SI)PP as a

procurcmcnt mcthod as

prcscribcd in thc

Rcgulations.
'fhc t'}PAI)R 2020

prcscribcs thc procedurc

and conditions for usc ol
thc SPPP and in

our vicw thcrc would bc

nothing in that proccdure

that gocs against thc tcncts

of thc

Constitution and thc
public procurcmcnt law.
'l'hc only intcgral pa( ol
thc proccdurc

that is dccidcd by thc

Procuring Iintity and

National 'l'rcasury is thc

tcndcring and

contracting conditions

and which is lcttcrcd to

the extcnt that thc samc

tt5
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It is notcd that though thc

SPPP finds its cxpression

as scction l14 A of thc
PPN DA

015, thc rcvicw and

approval or othcrwisc
of thc tcndcring and

contracting
2

conditions is dctcrmincd
undcr scction 7 (2) (l) of
thc I'}PAI)A 2015 and it
is on thc

basis of thesc guidclincs

that the Cabinet

Secrctary National
'l'rcasury grantcd thc

approval upon the

It6

t
1

must bc in

tandem with thc public
procuremcnt law guiding
principlcs. It is to bc

notcd that thc

proccdurc adoptcd in

this procurcmcnt bcing
qPPP is constructivcly
single sourcc

sclcction in rvhich

Salaricom PLC was

idcntified as thc stratcgic

invcstor to savc thc

procuring entity from
the hcavy upfront initial
investmcnt costs

rcquircd ol thc

systcm, which clcarly is

in public intcrcst
considcring thc shrinking
govcrnmcnt fiscal

spacc.



.Statc Dcpartmcnt for Medical Scrviccs
Annual ll,cp orts and ['inancial Statemcnts for thc ycar cndcd .lunc 30' 2025.

o

dcterrnination of thc

appropriatcncss of thc

adoptcd proccdurc

within thc prcvailing
circumstanccs.

Scction 9l(2) as rcad

togethcr with Scction

92((l)(m) ol' thc PPAI)A
2015 fu(hcr
prcscribes thc usc of the

altcrnativc procurcmcnt
proccdures as may be

providcd in

thc Act, thc l(cgulations

and dcscribcd in thc

tendcrdocumcnts.'l'hc
procurcmcnt of
thc IIII'l'S undcr an

altcrnative procurcmcnt

proccdurc, thc SPPP,

cmploycd thc lattcr

whcrc opcn cornpctition
rvas not cnvisagcd

having idcntificd thc

stratcgic invcstor

partncr. 'l'he proccss

having cornplicd with all

thc rcquircd prcscribcd

proccdurcs and

was howcvcr opcn,

transparent, accountablc,

cost cllcctive and fit lor
purpose.

In our considcred

opinion, thcrc is

thcrclorc nothing

u ncon st itut iona I with thc

cmploycd procurcmcnt

proccdurc, thc SI)PI).
'l'hc contract for thc

procurcrncnt ofl thc
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II III'lS is howcvcr thc

subjcct ol active

proccedings in thc I ligh
Court in Nairobi undcr
Pctition No.ll5 l3 of
2024 and may

thcrclorc bc considcrcd as

sub judicc. 'l'he officc of
thc Auditor Gcneral may

thcrcfore

considcr holding any

mattcr with rcspcct to
thc sarnc in abcyancc

until thc final

dctcnn ination ol thc samc

by the court.

5 59.3 Undcfincd Scopc of Works
'l'hc works involvcs installation olthc
systcm in public hcalth facilitics but
thc numbcr of hcalth lacilitics to bc
installcd wcrc not discloscd in thc
contract ag,rccmcnt. In addition,
thc conlract pricc includcs training.
support and custorncr cducation costs
of
Kshs.7,023,810,224 but thc numbcr
ol hcalthcarc workcrs to bc traincd on
thc syslcm
and thc rnodc ol'training to arrivc at

thc cosls was not discloscd in thc
contract
agrccmcnt. 'l'his was contrary to
Scction I 50( l) olthc Public
I)rocurcmcnt and Assct
I)isposal Act, 201 5 which statcs that
an Accounting Olllccr or his or hcr
appointcd
rcprcscntativc shall bc rcsponsiblc for
cnsuring that thc goods, works and
scrvices are
of thc riglrt quality and quantity.
In thc circumstanccs. Managcment
was in brcach ol thc law.

'l'hc managcrncnt is not in
brcach of thc law .'l'hc

procurcment of thc II II'l'S
was done

through a Rcqucst lor
Proposal (RIrl)) and thc

wholc scopc of thc projcct

is capturcd

undcr thc 'l'crms ol'
Rcf'crcncc and conditions
ol oontracting. 'l'hc

numbcr ol l)ublic
I Icalth lracilities targcted

for examplc is Six
'l'housand, I;ivc I Iundrcd

and'l'hirty-l:ivc
(6,535) and is capturcd

under Iandscapc ovcrvicw
in the 'l'crms ol Refcrcncc
'l'hc RIrl) provides that

thc continucs training
throughout thc projcct

pcriod ol the

I lcalthcarc Workers

Not Yet
rcsolved

3 l't Octobcr
2025
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I

targcts all thc Ilcalth
Carc Workcrs in thc

statcd I'ublic llcalth
Facilitics and thcrclorc thc

cosling was donc by thc

consortium on that

undcrstanding

bcaring in mind that thc

numbcr of I lcalth Carc

Workcrs would bc

cstablishcd with
ccrtainty as o[ thc timc of
training cstimatc to bc

86,000 as pcr the basclinc

survcy

undc(akcn by thc

Ministry of I lcalth and to

bc confirmcd by thc

basclincs survcy to

bc unde(akcn by thc

consortium in thc initial
stagcs of thc projcct .

Submitted as Appcndix
17.3 in thc Rljl'}

docurncnt in which thc

Scopc ol Works is

comprchcnsivcly capturcd.
'l'he contract lor thc
procurcmcnt of thc

llll'l'lS is howcvcr thc

subjcct of active

procccdings in thc lligh
Court in Nairobi undcr

[)ctition No. l.,5 l3 of
2024 and nay
thcrcforc bc considcrcd as

sub judicc. 'l'hc officc of
thc Auditor Gcneral may

thcrcforc

considcr holding any

mattcr with rcspcct to
thc samc in abcyancc
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until thc final
dclcnnination olthc samc

by thc cou(.

559.4 Lack of Paymcnt Arrangcmcnt
Agrccmcnt
According to thc financial proposal,
the consortium proposed thc adoption
of a funding
modcl which entails charging lccs
lrorn mcmbcr contributions to Social
Ilcalth Authority
(SI IA), claims lrom hcalth facilitics
and chargcs lor thc track and tracc
solution a1 a ratc
of- 2.5o/o, 5%o and I .5o% rcspcctivcly
lor ten ( I 0) ycars rcsulting to
projcctcd rcvcnucs ol
Kshs. I I 1,019,068,754.'l'hesc lunds
according to Clausc 12.4 of thc
gcncral conditions
of thc contract arc to bc translerrcd to
an l]scrow account daily or at a
frcquency ol not
lcss than one wcck.
'l.his substantially mcans membcrship
contributions to Social I lcalth
Authority and claims
from hcalth lacilitics havc cxprcssly
guarantced the rcpaymcnt of the
projcct. l'his is a
material fact which entails levying
lccs frorn thc public but was nol
supportcd by cvidcncc
of public participation contrary to thc
principlcs ol public financc as

outlincd undcr Articlc
20 I (a) of thc Constitution of Kenya
201 0 which requires opcnncss and
accountability
including public participation in
financial mattcrs.
In thc circumstances, Managemcnt
was in breach ol thc law.

'l'hc paymcnt

arrangcmcnt is expressly
providcd lor under thc

agrccmcnt undcr
Paragraphs 12 and I 3. 'l'hc

clauscs providc for the

opcning of an [']scrow

account and

thc scttlcmcnt of
approvcd invoiccs lronr
thc accounl from uscr

lccs that arc to be

charged on thc uscrs of thc

syslcm.

'l'hc uscr lccs that arc to

form the substantial

rcvenuc to the liscrow
account arc not

chargcd on thc mcmbcr's
contributions but lrom
thc usc of thc systcm by

all uscrs

and thc Dscrow account

is to bc managed jointly
bctwccn thc Ministry
and thc

consortium partncrs with
scparatc account from thc
State I)cpartmcnt.
'l'hc llscrow account may
thcrcforc not be construed

as part of thc State

Dcpartment

financial statemcnts.
'l'hc systcms will bc paid

lor from paymcnts madc

to MOI I from thc usc ol

Not Yet
resolved

3 I " October
2025
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t

thc systcm

by uscrs 0l thc syslcrn.
'l'hc SI IA systcrn lor
cxarnplc is alrcady in usc

and collccting
monics lrom thc inlormal
scctor and formal sector

lrom 9'r' Novcmbcr 2024

as pcr thc

Social I lealth Insurance

Act,2023. 'l'he GOK will
only pay lor complctcd

and acccptcd

componcnts ol thc systcrn

as thcy arc bcing uscd by

thc rclcvant agcncics.
'l'hc project will be

cornplctcdina2ycars'
pcriod. I lowcver, this
projcct has sub-

projccts (Systcm

components) that arc

built, complctcd and

acccptcd at dillcrcnt
tirrcs as pcr thc projcct
plan. Somc systcms for
cxamplc thc Social I lcalth

Authority
rcgistration, claim
proccssing, dclivcry of
dcviccs I lcalth

Information Iixchangc
(llllr)
componcnts c1c havc

alrcady bccn dcvclopcd

and tcstcd. MOII will
only pay lor
acceptcd works as pcr

the law. 'fhc payrncnt

schcdulc is thc projcctcd

rcpaymcnt

schcdulc which is ticd to
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works complction,
accepted and ccrtified
invoiccs as pcr the

invoicc schcdulc.
'l'hcrcforc, thc MOI I will
only pay lor completcd,
tcstcd, acccptcd and

invoiccd works

as per the contract.
'l-hc Icvying fces

highlightcd is a proposal

by the consortium
mcmbcr which has not

bccn acccptcd by thc

procuring cntity.'l'hc
lcvicd lccs on any systcm

is undcrgoing
public participation undcr

thc Digital Ilcalrh
Rcgulation.
In vicw of thc adoptcd

procurcrncnt proccdurc

and thc prov idcd cscrow
account in
thc contract, thc

management was not in
breach oflhc law
'l'he contract for the

procurcmcnt of thc

IIII'l'lS is howcvcr thc

subjcct ol' active
procccdings in thc I ligh
Court in Nairobi under

I)etition No. Il5 l3 of
2024 and may

thcrelorc bc considcred as

sub judicc. 'l'he olficc of
the Auditor Ccneral may

thcrcfore
considcr holding any

mattcr with respcct to
the samc in abe ancc
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until thc final

dctcnnination ol thc samc

by thc court.

3 l 'r Octobcr
2025

Not Yct
rcsolvcd

(i) Prohibition from
dclivcring another
systcm
'l'hc rclcrcnccd clausc

16.2.5 (c) prohibits thc

Statc Dcpartmcnt, thc

I lcalth Agcncics

or any authorizcd uscrs

of thc systcm lrom

acccssing any part of
thc systcrn

dcvclopcd by thc

consortium il thc acccss

is lor thc purposcs of
building a product

that compctes with thc

system or with similar
functionalitics as thc

systcm.
'l'his is a rcasonablc

contractual provision to

thc cxtcnt that thc

consortium is
invcsting heavily in thc

upliont costs ol- thc

systcm including thc

maintcnancc and

suppo( lor the tcn ( I 0)

ycars and cxpccts to

rccover such costs from

thc usc of thc

systcm. []esidcs thc

provision also protccts thc

procuring cntity to thc

cxtcnt that thc

uscrs of thc systcm arc

not rcstrictcd to Public

I lcalth F'acilitics and

559.5 Unfavorable Contract Clauscs
Rcview of thc contract agrccmcnt
ind icated thc following unfavorablc
clauses;
i. 'l hc contract prohibits thc Statc
Dcpartrncnt frorn devcloping anothcr
systcm or a
product with similar lunctionalitics to
cornpclc with thc systcm bcing
procurcd
putting thc Govcrnmcnt at risk in thc
cvcnt of growing nccds or lor
tcchnological
changes. Clausc I 6.2.5 (c) of thc
gcncral conditions ol thc contract
statcs that, "l'hc procuring cntity shall
cnsurc ncithcr thc procuring cntity
nor the Govcrnmcnt hcalth
agencics nor thc procuring cntity
authorizcd uscrs shall acccss all or
any part olthc
systcm in ordcr to build a product or
scrvicc which cornpctcs with thc
systcm or
undc(akc similar lunctionalitics to
thc systern or attcmpt to do so'.
ii. In addition. Clausc 39.1 of thc
contract agrecmcnt rcqu ircs any
disputc arising lrom
thc contract bc scttlcd by arbitration
under thc rulcs of London Court of
lntcrnational
Arbitration. I Iowcvcr, the
procurcmcnt was conducted based on
thc provisions of
thc I'ublic l)rocurcmcnt and Asscl
I)isposal Act, 201 5 and any disputc
should bc
rclcrrcd to thc l)ublic l)rocurcmcnt
Adrninistrativc ltcvicw lloard as pcr

Scction
2ll( l) ol'thc Public Procurcmcrrt and

Assct Disposal Act 20 I 5.
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iii. I:urthcr, according to Clausc l5 of
thc gcncral conditions ol the contract,
mobilc
nctwork opcrator company
consortium will dclivcr thc systcm as

a scrvicc (SaaS)

solution whcrc cnd uscrs will conncct
to thc systcm hostcd by the
consortium
without thc rrccd lor installation or
managcmcnt of thc sollwarc in thc
cnd uscrs' dcviccs. I lowcvcr,
owncrship of the syslcrn, systcm
componcnts and all intcllcctual
propcrly rights shall rcrnain in thc
owncrship of' thc consortium cxccpt
for thc
inlrastructurc which is to bc
translbrred to the procurement.
ln thc circumstanccs, valuc for
moncy on thc procurcmcnt ol
I lcalthcarc Inlormation
'l-cchnology I)igitization systcrn at
Kshs.104,808,136,478 could not be

confirmcd.

therefore the

provision protccts thc

inlcllcctual propcrty rights
in thc systcm frorn bcing
infringed.

In view of thc forcgoing,

this provision does not

warrant any intcrprctation

as to inlcr
lack ol valuc for moncy in

thc dclivcry of thc systcm

( ii) Contractual disputcs
It is truc thal thc

Contract Agrccnrcnt

rcquircs any dispute

undcr thc contract bc

scttlcd by arbitration
undcr thc rules of the

London Court of'

intcrnational arbitration.
'l'hc said ru lcs only
provide thc proccdurc of
thc conduct of arbitration
and arc furthcr
articulatcd undcr

paragraphs 39. 1.2 to
39.1 .9 providing lor
the vcnuc ol thc

arbitration, numbcr ol
arbitrators, languagc,

appointmcnt of arbitratcd
costs, form of
award enforccmcnt
mcchanism and rights
ol thc panies with
rcspcct to thc

appointmcnt of arbitrators.

l'hc said provisions arc

not unfavorablc in any

way to thc procuring

cntily sincc thcy
only prcscribe the rulcs

94

I
l



Statc Dcpartment for Mcdical Services
'Annual Rcports and l'inancial Statcmcnts for thc ycar cndcd .Iunc 30, 2025.

l

of proccdurc and thc

lorum but thc govcrning

law rcrnains

thc law ol' Kcnya as

providcd under paragraph

38 of the contract

submittcd fund an

cxtract of thc contract in

which thc govcrning law is

providcd as thc law of
Kcnya.

Additionally, it should

be notcd that thc Public
Procurcrnent

Administrativc Revicw

Iloard has jurisdiction to

adjudicatc tcndering
disputcs and not

contractcd mattcrs

and thcrclorc no contract

dispute can rcasonably bc

submittcd to the Rcview

[]oard.
Irurthcr vidc Attorncy
Gcncral Circu lar llcl
AG/CIRCI.JI,N R/20I8
datcd l" March, 208

(copy attached), thc Ilon.
Attomcy Gcncral guided

as lollows with rcgard to

disputc

rcsolution under

paragraphs 62,63 and 64:

6

2: Whcrc Governtnent

Contracts providcs for
the rcsolution of disputes

by

arbitration or othcr

altcrnalivc disputc

resolution mcchanisms. it

is critical lor
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all Covemmcnt

Ministrics, Dcpartmcnts,

Scm i-Autonomous

Agcncics, Statc

Corporations, Statc

Agencies, Constitutional

Commissions and

Indcpcndcnt

Olficcs to scck thc advicc

olthe Atlorncy (lcncral in

the cvent of a disputc;
6

3: All Government
Ministrics, Dcpartmcnts,

Scm i-Autonomous
Agcncics, Statc

Corporations, Statc

Agcncics, Constitutional
Commissions and

Indcpcndcnt

Officcs shall cnsure that

all arbitration clauses in

Contracts that thcy intcnd
to

cntcr into subscribc to thc

National Centrc lor
lntcrnationaI Arbitration
(NCrA)
and its rules as the

institution lor arbitration.
In thc cvent that thc othcr
party

to the contract is not

agrccablc to thc usc of
thc NCIA and its rules

as an

institution, thcn

Covcrnmcnl Ministrics,
I)cpartmcnts, Scmi-

Autonomous
Agcncics, Statc

Corporations, Statc
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)

Agencics, Constitutional
Commissions and

Indcpcndcnt Officcs shall

scck lcgal advicc from

thc Atlorncy Gcncral at

thc

carlicst opportunity on the

iss ue.

6

4: All contracts providing

lor arbitration clauscs

naming fore ign

jurisdictions as

thc scat and place ol
arbitration, should be

cleared by thc Attorney
Gcncral,

prior to thc signing of thc

Contracl.
It should bc noted that thc

draft Contract was

rcviewcd by the I lon.

Attomey Gcneral

prior to cxecution and the

same was approved for
signing vide lcttcr datcd

l3rl'Junc,

2

024.

In view of thc foregoing,

this provision docs not

warrant any intcrprctation

as to in fcr
lack of valuc for moncy in

thc delivcry of thc systcm.

(iii) Intcllcctual
propcrty rights
Clausc l5.l of thc

contract agrcement

providcs that lthc
Safaricom Consortium
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shall delivcr thc
Systcm as a SaaS

solution" and that
"accordingly, thc
Intcllectual property
Rights in the System

shall rcmain vcstcd in
thc
respective Consortium
Mcmber and/or
Subcontractor." -l'he

soflware as a

scrvicc and inlrastructure
as a scrvicc rnodcl is a

wcll-cstabl ishcd rncthod

of service

delivery in ICT contracts,

both locally and

intcrnationally, whcrc thc

scrvicc provider,

in this casc thc Safaricom

Consortium, retains

owncrship of thc

intcllectual propcrty

rights of thc softwarc
and/or and thc customcr,

in this casc the Ministry
of I lcalth, is

providcd with an

irrcvocablc liccnsc in

rcspcct of thc softwarc

as providcd for
undcr Clauscs l6.l and

16.2 of the Contract which
providcs as lollows:
" 16.1 Subject to thc
tcrms of this Contract,
thc Safaricom
Consortium
hcrcby grants to thc
Ilrocuring Entity a
liccnsc to use thc System

9tt
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t

ona
SaaS basis for the

contract pcriod solcly
for thc purposcs

spccificd in
thc Tcchnical
Spccifications.
I

6.2 Such liccnsc to usc

thc Soltwarc shall in
accordancc with thc
'l-cchnical

Spccifications:

I

bc:

rz7 non-cxclusivci

D) for thc purposc

spccificd in thc l'cchnical

Spccifications;

c) non-transfcrablc,
providcd that thc
l'rocuring E,ntity may

sub-licensc thc
Systcm strictly on

thc same tcrms as

those sct out in this
GCC Clausc 16

(othcr than thc
right to furthcr
subliccncc) to thc
Govcrnmcnt Ilcalth
Agcncies and the
Procuring Entity
Authorised Uscrs

solcly for
compliancc with thc
Lcgal Rcquircmcnts
or
fulfilling thc
Tcchnical
Spccifications;
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rf irrcvocablc during
thc Contract Pcriod
(cxccpt as

othcrwisc exprcssly
providcd lor in this

Contract);

e/ bc subjcct to thc

Systcm Rcstrictions."

lf thc Government werc

to follow the traditional
routc of an outright
purchasc of thc

cntire systcm, it would
havc to bcar thc higher

cost that wou ld come

with thc

purchasc of multiplc
licenscs as well as incur
additional costs in thc

maintenancc and rcgular

upgradc ol thc systcm.

I lowcvcr, undcr the

SaaS model, as

cxplaincd
hcreinabovc, thc

Safaricom Consortium
will bc rcsponsiblc for thc

dclivcry of soliware
and thc provisioning,

maintcnancc,

rcplacement and

lilecycle managcment

of
infrastruclure in
accordancc with thc

tcchnical spccifications,
lbr thc installation,
configuration,
maintenance and upgrade

of the software , making
thc SaaS modcl a

more prudent use of
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taxpaycrs'lunds.
[Jndcr Clausc 16.2.1(d),

thc liccnsc to thc
(iovcrnmcnt to usc thc

soltrvarc shall bc

irrcvocablc during thc

contracl pcriod. I lowcvcr,
in the cvcnt of tcrmination

or cxpiry
of thc contract, thc samc

also providcs lor a
transition plan undcr

Clausc 32.9 which

cnvisions a translcr ol
thc systcm cithcr to a

ncw scrvicc providcr or

to thc

Govcrnrncnt as lollows:

"32.9'Iransition Plan

3

2.9. I l'hc Parties shall
simultancously with thc
prcparation and

agrccmcnt of thc
Agrccd Projcct I'lan,
prepare and agrcc on a
transition plan sctting
out a plan for thc
transfcr of thc
lnfrastructurc and

continuation of thc
Systcm with minimal
disruption to thc
public including
(subjcct to agrccmcnt
betwccn thc Partics):
a) transfcrring
rclcvant Infrastructurc
to thc Procuring

Entity;
b) providing rcasonablc

assistancc in procuring
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novations or
assignments of
third-party
contracts to a ncw
scrviccs

provider or to thc
Procuring Entity;
and

c) thc manncr of
transitioning thc Systcm

to a ncw scrvicc
providcr or to thc
Procuring Entity."
I'urthcr, as thc system

will also includc

intcgralions with
soliwarc owncd by third
partics, for cxample

Oraclc and M icrosofl, in
the cvcnt of tcrmination or

cxpiry ol thc

contract, thc said third
partics rctain ownership
of thcir solhvarc and

Intcllcctual

Propc(y. I lowcvcr, thc

clausc govcrning thc

transition plan in the

cvent ol
termination or cxpiry of
thc contract, morc

specifically Clausc

32.9.1(b) of thc

contract, cnvisagcs

novation to or
assignment of the rights

undcr thc third-party
contracts to cithcr a ncw
scrvicc providcr ol thc

procuring cntity which
would cnsurc

conlrnurt of scrvicc
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I

provision in a se amless

manncr.

Irurthcr, undcr Clausc 27,

thc contract providcs that

savc fbr in lraslructu rc

uscd to

providc thc infrastructurc

as a scrvicc component

of thc systcm, thc

owncrship ol
infrastructurc to bc

supplicd and transfcrrcd
to the Ministry upon

delivery. I lowevcr,

this clause as rcad with

Clausc 32.9 of thc

contract ensurcs that therc

too exists a

routc ol transfcr ol the

inlrastructurc undcr thc

inlrastructurc as a scrvicc

componcnt

ol thc systcm, through thc

transition plan.

'l'hc intcllcctual propcrty

righls rcfercnced hcrcin

only rclate to thc softwarc
liccnscs

and thc Clausc was

providcd to acknowledgc
thc intcrcst of thc

consortium partncrs

in thc systcm until the

final translcr of thc systern

to thc l)rocuring flntity on

thc tcnth

year when thc Safaricom

consortium is expccted to

transfcr all thc IP rights

to thc

l)rocuring lintity as
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providcd undcr paragraph

15.3

In vicw ol thc foregoing,

thc refercnccd provisions

arc not considered as

prejudicial

to thc Procuring tJntity

whcthcr with respcct to

thc dcvclopmcnt ol a new

systcm or

thc disputc rcsolution.

In vicw of thc loregoing,
this provision docs not

warrant any intcrpretation

as to inlcr
lack ol value lor moncy in

thc dclivcry ol' thc systcm
'l-hc contract for the

procurcmcnt ol the

IIIITIS is however the

subjcct of activc
procccdings in the I ligh
Court in Nairobi undcr

I)ctition No. l:5 l3 of
2024 and may

thcreforc bc considcrcd as

sub judice. 'l'hc office ol
thc Auditor General may

thcrclorc

considcr holding any

matter with respcct to

thc same in abcyancc

until thc final
dctcrmination of the samc

by the court.

Not Yct
resolved

3 l'r October
2025

1'hc projccted revcnucs to

thc llscrow account werc

donc on the basis of a

scientific

model dcvelopcd by

actuarics cngagcd for thc

Project's Financing and Paymcnt
Modcl Risks
'l'hc Ibllowing projcct's financing and
paymcnt model risks wcre idcntified;
i. 'l'hc projcct is to bc financcd from
projcctcd rcvcnucs of
Kshs.l I 1,019,068,754 from

5 s9.6
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o

member contributions to Social
I lcalth Authority (SI In ), claims lrom
hcalth facilitics
and chargcs lor thc track and tracc
solution at a ratc of 2.5Y:o, 5o/o and
1.5%
rcspectively. I lowcvcr, this modcl
was not supportcd by basclinc survcy
rcports
indicating thc viability olthis
proposal to meet thc payrncnt
obligations.
ii. In addition, the projcctcd rcvcnucs
includc 5Yo lo bc dcductcd frorn
clairns rnadc by
hcalth lacilitics which has thc cllcct
oI incrcasing hcalthcarc costs

indicativc ol a

scrvicc chargc of 5% to citizcns cvcry
limc thcy acccss hcalthcarc scrviccs.
iii. I"urthcr Clausc 12.4 olthc gencral
conditions of thc contract. rcquircs
thc projcctcd
rcvenucs bc transfcrrcd to an llscrow
account to bc hcld by an cscrow agcnt
appointcd by both partics. I lowcver,
dctails on thc signatorics to thc
account wcrc
not discloscd in thc contract
agreemcnt.
In thc circurnstanccs, Managcmcnt
was in breach of thc law.

purposc.'l'hcsc rcvenucs

arc projccted

on paltry 5oZ of scrvicc

charges which rnay not

materially allcct thc
citizcns acccss to

quality and aflordablc
hcalthcarc.
'l'hc dctails ol thc

signatories to thc escrow

account havc becn

providcd to thc extcnt

that thc samc will bc thc

authorizcd rcprcscntativcs
of thc consortium

partncrs and

thc procuring entity
including thc escrow

agcnt as providcd in

thc contract

agrcemcnt.
'l'hc payrncnts to thc

Safaricom Consortium arc

cxpected to bc gencratcd

through thc

usc of thc system and

various othcr avcnucs

such as licensc lccs and

othcr monics

collcctcd by thc procuring

cntity or the rclcvant
govcrnmcnt hcalth

agcncics and arc

pcgged on the user of the

systcm so that if thc

systcm docsn't linction,
no payments

arc duc. '[hc projcct is

sclf-flunding and no

payments will bc drawn

lrom thc

Consolidatcd l'und.

(
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I.urlhcr, paymcnts shall

bc issued based on

completion certifi cates,

issucd by the

procuring cntity, on

systcms and sub-

systcms altcr
completion of rigorous

commissioning and

acccptance tests.

3l't Octobcr
2025

It is obscrvcd that indced

a numbcr of crnployecs
earned lcss than a third
of their
basic salary during thc
pcriod undcr rcvicw. 'l'his

was rnainly occasioncd by:

a. lntroduction of
mandatory NSSI:
contribution

b. Introduction ol
mandatory I Iousing lcvy
fund contribution
c. llxpiry ofl'l'ax
Excmptions for some

offi ccrs with disabilitics
d. lntcrdictions which
placed olficcrs on hall
salary &
e. Recovery ol salary
overpaymcnt.

L limployccs whosc

contracts cndcd mid-
month wcrc paid only lor
thc lcw days

workcd.

Not Yct
rcsolvcd

Non-Compliancc with thc One-
Third Rule of Basic Salary
Rcview ol- thc payroll indicatcd that
thrcc hundrcd and cighty-six (386)
crnployccs carncd
a nct salary ol lcss than a third ( I /3 )
ol- thc basic salary. I'his was contrary
to Scction
l9(3) of the l')rnployment Act, 2007
(llcviscd 2012) which rcquircs thc
total amount ol all
dcductions which rnay bc rnadc by an

crnploycr fronr thc wagcs of his
cmployce at any
onc timc not to cxcccd twothirds of
thc basic pay.
In the circumstanccs, Managcmcnt
was in brcach of thc law.

Not Yet
resolved

3 I " October
2025

It is truc thc analysis of
thc mustcr roll of ( 1394)

cmpfoyccs, 32 or (2.3%)
rcflccts thc
cornposition thc

Non-Compliancc with Staffing of
Pcrsons with Disabilitics
'l'hc statcrnenl of rcceipts and
paymcnts rcllccts compcnsation of
crnploycc amount of

r06
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o

complimcnt ol Pcrsons

with disability in thc Statc

I)cpartmcnt.
'l'hc Statc I)cpartrncnl
has liulc control ovcr
the numbcr of
employccs living with
disability becausc;

Kshs.8,367,225,596. Analysis olthc
mustcr roll rcvcalcd that thc Statc
I)cpartrlcnt had
onc thousand thrcc hundred and
ninety-four ( I 394) stallout which
only thirry-two (32) or
(2.3%o) arc pcrsons living with
disability.'l'his was contrary to
Scction I1.23 ( l) of I Iunran
Rcsourcc l'}olicies and Proccdurcs
Manual lor thc Public Scrvicc May,
20 16 which statcs
that the l)crsons rvith disability shall
be accordcd cqual oppo(unitics lor
cmploymcnt
providcd thcy havc thc ncccssary
qualifications and arc suilable lor
such cmployrnent
and that thc Govcrnmcnt shall
implcmcnt thc principlc that at lcast
five (5) pcrcent o[ all
appointrncnts shall be lor pcrsons

with disabilitics.
In thc circumstanccs, Management
was in brcach of thc law.

Not Yct
rcsolvcd

3 l" Octobcr
2025

'l'hc discrcpancy has bccn

notcd. -[his has bccn
occasioncd by incompletc
rcporting
of stock levcls at thc
lacility lcvcls on thc
data platform KIIIS.
limphasis has

previously bccn put on

rcporling covcragc data

which highlights the

562 Inconsistencies in Vaccinc
Immunization f)ata
Revicw ol imrnunization data at thc
Ccntral Vaccinc Store rcvealed
inconsistcncics in
threc vaccincs (PCV, I IPV and I)P'l')
whcrc thc total adrninistcrcd doscs ol
9,641,888
cxcccded thc availablc doses ol
8,440,1 70 by 1,201,71 8.
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. Rccruitrncnt of its

tcchnical cadrcs at

[)iploma entry and

abovc is the

rcsponsibility of thc

Public Scrvicc
Comrnission while
cadres under sharcd

scrviccs arc rccruitcd
by thc Ministry of
Public Servicc and

I Iuman Capital
Dcvelopmcnt.

. Dcployment of stalf in

support scrvices cadrcs

to thc Statc Departmcnt
of

Mcdical Scrviccs is
donc by rcspective
Schemc Adrn inistrators

. l'he Statc l)epartmcnt
has not undcrtakcn any

rccruitmcnt in reccnt
ycars.
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greater numbcrs

rcported for doses

administercd. Physical

rccords on lmmunization
Vaccinc l,cdgcr
books arc however up

1o date and accurate

across thc country. 'l'hc

National
Vaccines and

lmmunization Program

uses the cl,MIS
Chanjo to managc and

rcconcile stocks upto
the sub-county levcl.
'l'o address this
challenge, NVIP
undertakes to:

Strengthen reporting by
hcath facilitics on data

rclated to vaccinc supplics

and logistics, as tallied in

summary shects MOI I 710

on KI IIS.

Cascadc Chanjo cl.MlS to
thc I lcalth facility lcvcl -
this is subjcct to
availability
of lunds.

Ilnhanced KlllS
Capabilities: Upgrading
data capturc and rcporting
lunctionalitics to refl cct

accuratc vaccinc stocks

and administration fi gures

I Iealthcare Worker
'fraining: Nationwide
training on accurate stock

documcntation and

immunization data

rcconciliation.

In thc circumstanccs, thc
cllcctivencss of intcrnal controls in
the managcmcnt ol vaccinc
immunization data could not bc

confinr ed.

108
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o

563 Inadequatc Transition Planning
from GAVI Vaccinc Support
The Government of Kcnya entered
thc accelerated lransition phase frorn
Gavi suppo( in January, 2022 and is
expccted to fully finance its vaccinc
needs by I January,2030.
I{owevel as at 30 June, 2024 there
was no clear transition roadrnap as

the vaccincs currently received as

douatior.rs and other suppolt activitics
provided in kind arc not
costed and reportcd. The lack ofan
overall cost schedule of all fixed and
operational immunization activities
hinders planning and decision making
during the transition period.
In the circumstance s, the
effectiveness of the intental controls
in transition from GAVI
vaccine suppo( whclc the
Management could have a clear
transition roadrnap and have
an overall cost schedule including
purchase of vaccines, nraintaining
infi'astructure, staffi ng, cold chain
equipment, waste disposal and
vaccincs campaign program rnes
could not be confirmed.

Systematic Data
Reconci liation: Regular
data quality audits of
ccntral and sub-uational
vaccirre stock lcdgers to
address discrepaucies.

eLMIS Expansion:
Integrating Chanjo eLMIS
to thc Ministry of l-lealth
Digital super highway and
meet Kenya data
protectiou standards and
Gavi TSS best

practices. This will cnable
granular visibility.

As Kenya is graduating
frorn Gavi the

Governrnent is required to
pay rnore for
vaccines as the Gavi
funding wanes. The
Program is working
closely with treasury

and Gavi and other
stakeholdcrs to manage a
transition with donor
funds reducirrg.

Developing a mcticulous
multi-year transition
roadrnap covering:

Comprehensive vaccine
procurement planning

Infrastructure maintenance
strategies

Staffing and capacity
building
Vaccination campaign
Iogistics

Proactively engaging the
National Treasu to

Not Yet
resolved

3 f iOctober

2025
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secure sustainablc fund ing

Iluilding national expcrtise
in vaccine financing arrd

procul'cmerrt systems

The NVIP is working
closely with Kenya
BioVax to support Kenya
BioVax in selccting
vaccines to supporl
Kenyan children.

Accounting Officer

Date

lt0
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Appcndix II: I)rojccts implcmcntcd by Statc l)epartmcnt for Mcdical Scrvices

Million(Kshs)

Ycs
l0

Ycars
Ycs6.160.0

SITI).t]AI)I:

n & OPIrC
t.91l.o

1082100100 KNll

Burns and Pcdiatrics

Ccntrc

Ycs4.540.0
il

Ycars
5.174.0 n I)t]

1082100300 lrast

Africa's Ccntrc of

llxccllencc for Skills &
'l'crtiary l:ducation

5 ycars Ycs YcsI)N NII)N 2.93 5.0

I 0tl2 I 043 00 l)rirnary

I lcalth Carc in thc

Dcvolvcd Contcxt

2,935.0

Ycs6 years YcsN I)I] 1,200.0

1082104700 EA's

Ccntres of Ilxccllcncc

for Skills and tcrtialy

education in []ioscienccs

II

3.200.0

ycs

ycs

3 years

3 vears

Ycs

Ycs
GI,Ot]AI,

Ft,Nt)

2.000.0

5,735.0

1082106200 Ilcalth

Dmcrgcncy

Prcparcdncss, Rcsponsc

and Resiliancc [)rograrn

1082107700 Spccial

Global l"und IIIV Grant

NITM4

2,000.0

37,641 .0

Ycs ycs3,500.0 3 ycars3.500.0 L.lNFPn
1082104800 9'l'l I GoK/

UNFPA lOth County

lll

Ycs

woRt.t)

I}ANK
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Programmes MOI I

NSI)CC IIIV -I.JNFPN

1082107600

Rcproductive,Matcrnal,

Nconatal Child &

Adolcsccnt Health

Projcct

I I ,661 .0

SUSAN
.I'IIOPMPS

ON

IIUI;Ft11"l'

ITOUNDAl'

toN

I 1,661.0 3 ycars Ycs ycs

1082101700

Construction of'a

Canccr Ccntrc at Kisii

l,cvcl 5 I lospital

2.2[i0.0
BADI]N &

SITD
2.000.0 5 ycars VCS ycs

1082104900 lntcgratcd

Reproductivc I lealth

Programmc

3,5 50.0 UNI:PN 3,550.0 3 years Ycs yes

1082 103600 Kenya

COVID- 19 limergency

Response Project

25,'700.0
woRl.t)

I]NNK
24,700.0 6 years Yes ycs

1082103800 Vaccincs

Programmc
88,889.0 GNVI 17,890.0

l0

Ycars
Yes yes

1082 103900 Supply of

Mcdical l:quipmcnt and

Associalcd Scrviccs &

Iright lor Matcrnal y and

Infant Mortality

4,254.0 Iln l)lrA 4.254.0 3 ycars Ycs ycs

1082104500 Upgrading

of Matcrnal &Ncw Ilorn

Units Project-VnMIlD-

FINLANI)

3,I 85.0

GOVI,RN

MDN'I'OI'

ITINI,NNI)

3,I 85.0 3 years Ycs yes

1082t00100 KNII

[]urns and l)cdiatrics

Ccntrc

6,160.0
SFD,I]N DE

A & OPEC
t,977.0

l0

Ycars
Ycs Yes

tt2
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Status of Projects completion

(Summarise the status ofproject completion at the end ofeach quarler, i.e. total costs incurred,

stage which lhe projecl is etc)

r 05.00268.t2 2t3.04 163.t26,160 2,431.04 39
1082 100100 KNI I llurns and
Pcdiatrics Ccntrc

249.00 249.00 249.008.059 r.949.00 24

1082 t02400
Rclurbishmcnt/Renovation and
Rcplaccmcnt ol Obsolctc
liquipmcnt - KNI I

25.00 50.006,160 200 00 _l

1082102500 lJxpansion of
Comprchensivc Canccr Ccntre -
KUl'RR}I

40.571.650 727 00 44

t082 r 00700
Rcnovation/[iqui pping
Ilui ldings-Mathari'l-caching &
Rclcrral Ilospital

41.00

l4 t .50

4l .00

l4l .503,656 7 t2.50 t91082 101800 Strerrgthcning ol-

Canccr Managemcnt at KNII

20r.00 400.006l 601 .00 648.52
1082 100300 llast Africa's
Ccnlrc of Iixccllcncc lor Skills
& 'l'crtiary liducation

5,174 3.173.58

50.0050.00 3 7.98110
I 082 I 02200 Infrastructural
Support ton Kigumo I lospital

241 .00 3 3 0.00 247.002.000 3 33.00

6l

t7
10821 07400 Construction and
I:quipping ol I lcalth Ccntrcs

21 .00 21 .0027.00 21 .00
I 082 I 07800 Construction and
liquipping ol Levcl 4 I lospitals

487.501.205.00 4l 487.501082104300 Primary I lcalth
Carc in the Devolvcd Contcxt

? ql5

40.0040.003.200 34.94
1082104700 l'lA's Ccntrcs of
lixccllcncc lor Skills and tcrtialy
cducation in Ilioscicnces II

3 00.0032

l

300.00

34.94

100.0010.396
I 082 I 00900 Procurcmcnt ol-
liquiprncnt at thc National
lllood'l'rans[usion Scrviccs

5.005.002.000

3.281.00

0
1082 106200 Ilcalth lrmcrgency
I'rcparcdness, Rcsponsc and
Rcsiliancc Program

949.1 I949.1 I 2 r5.9037,641 2 I 5.90 I
1082 107700 Spccial Global
[]und IllV Grant NIrM4

r0.0010.00 8.333,500 1,lL2.33
1082104800 9'l'll GoK/ LJNITPA

lOth County l)rogrammes MOI I

NSI)CC IIIV -UNI'PN

n3

25.00

l4l .50

469.50
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1082 t07600
Rcproductive,Matcrnal,Neonatal
Child & Adolcscent Ilcalth
I)rojcct

I 1,661 1.292.00 il 2,577.00 t,292.02

I 082 I 0 I 700 Construction ol a

Canccr Ccntrc at Kisii Lcvcl 5

Ilospital
2.280 634.00 2lt 240.00 282.89 50.00 r90.00

1082 103 100 Procuremcnt of
Family Planning &
Rcproductivc I Iealth
Com mod ities

t2,2t5 2.416.00 500.00 500 00 500.00

1082 104500 [Jpgrading ol-

Matcrnal &Ncw llorn [.] n its
Pr<{cct-VAMIil)-IrlNLn N I)

3,185 2,334.00 73 1.270.00 1,270.00 I,2'70.00

1082104900 Integratcd
Rcproductivc I Iealth
Program mc

3,550 0Y" 410.00 410.00

I 082 I 03 600 Kcnya COVI D- I 9
l')mcrgency Responsc Projcct

25,700 12.905.00 50 3;139.89 3 ,7 6t .23 3,739.89

1082103800 Vaccincs
I)rogram mc

88,889 55,656.00 63 5.55 7.00 5.5 56.00 2.9s7.00 2,600.00

1082 103900 Supply of Mcdical
l:quipmcnt and Associatcd
Scrviccs & Iright for Matcmal y
and I n lant Mortality

4,254 3.488.00 It2 100.00 65.{r0 t00.00

I 0821 04400 I luman Vaccinc
Production (lllOVAX) 6,400 550.00 ()

2,577.00

ll4
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Appendix III: Fixed Assct Register

Buildings and structures 28,950,000 28,950,000

Transport equipment I 10.378.000 I 10,378,000

Office equipment, fumiture and fittings 67,036,s90 80,897.292 147,933,882

ICT Equipment 63,545,000 84,411,470 t47,956,470

Medical Equipment 62,105.815 62,1 05,8 1 5

Work in Progress 9,974,336 9,974,336

Total 2.10,959,590 266,338,913 507,298,503
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Appendix IV: Transfers from Other Government Entities

The National
Treasury

8 Aug 2024 Rccurrent 2.786.93 1.691 .3 s

2.786.93 1.691.35
The National
Treasury

ll Sep 2024 Rccurrent 3 .97 3 .993 .s69 .20

3.973.993.569.20
The National
Treasury

20 Sep 2024 Rccurrent l5.l-893.364.00
I 5,1.893.36,+.00

The National
Treasury

26 Sep 2024 Rccurrcnt 5.134.3 17.55

5. 134.3 17 55
The National
Treasurv

I I Oct 2024 Recurrent 2.711.022.079.15
2.7.1 1 .022.079..15

The National
Treasury

23 Ocr 2024 Rccurrcnt 2.000.000.000.00
2.000.000.000.00

The National
Treasury

24 Oct 2024 Rccurrent 25.649.790.80
25.649.790 80

fhe National
Treasury

3l Oct 2024 Recurrent 2.000.000.000.00
2.000.000.000.00

The National
Treasury

7 Nov 2024 Rccurrent 3.365.036.09 r .60

3.365-036.091 .60
The National
Treasury

l.l \ov 202.1 Rccurrent 14.504.722.25
't4.504.722.25

The National
Treasurv

l0 Dec 2024 Recurrent 2.81 3-825-870.70

2.8 t 3.825.870.70
The rr-ational
Treasury

20 Dcc 2024 Rccurrent 145.,r82.653.25

l{5..182.653.25
The National
Treasury

3 Jan 2025 Recurrent 2.805.725.062.5 5

2.805.725.062.55
The National
Treasury

23 Jan 2025 RccurrcnI 90.953.686. l0
90.953.686. r 0

The National
Treasury

27 Jan 2025 Rccurrent 235.962.479.00
235.962.479.00

The National
Treasury

7 l:eb 2025 Recurrent 626.678. t 60.6s

626.678.160.65

ll6
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Thc National
Treasurv

I I Feb 2025 Recurrcnt 2. t 79.891 .664.00
2. l 79.891 .664.00

Thc n-ational
Treasury

l7 Feb 2025 Recurrcnt 67 .7 56.7 t7 .45

67.756.717.45
The National
Treasury

Recurrcnt 2 8..108.3 64 . 00
28.408.164.00

The ,..*ational

Treasury
I I Mar 2025 Rccurrent 596.845. 125.00

596.845. 125.00

The .'r"alional
Treasury

12 Mar 2025 Ilccurrcnt 2. I 79.891.664.00
2.179.891.664.00

The National
Treasurv

17 Mar 2025 Recurrent 765.517.226.55
765.5t7.226.55

The National
Trcasury

4 Apr 2025 Rccurrent 690.287 ,964.0s
690.287.964.05

The National
Treasury

9 Apr2025 Recurrent ,1.2 13.988.569.3 5
4.213.988.569.35

The National
Treasury

l6 Apr 2025 Recurrent 206.651.563.30
206.65 r.561.30

'Ihe National
Treasurv

30 Apr 2025 Recurrcnt 707.219.057.00
707.219.057.00

The National
Treasury

6 May 2025 Recurrcnt 1.500.000.000.00
1.500.000.000.00

The National
Treasury

7 Ma1 2025 Rccurrcnt 52.437.488.55
52.437.488.55

The National
Treasury

8 May 2025 Recurrent 3.892.971 .194.60
3 _892.971.194.60

The \ational
Treasun'

22 \Iav 2025 Rccurrent I 0lt.08 1..1 l.1.tt0
108.083_4 t 4.80

The ,r..ational
Treasurv

9 Jun 2025 Rccurrcnt 691.550.296.30
69 r.550.296.30

The National
Treasury

ll Jun 2025 Recurrenl 3.809. 167.03 I .45

3.809. 167.03 I .45

The National
Treasury

l6 Jun 2025 Recurrcnt 2 r 2.326.528.60
2t2.326.528.60

The \ational
'freasury

24 lm 2025 Rccurrcnt 105.730.566.00
105.730.566.00

The r*ational
Treasury

25 Jun 2025 Recurrcnt 4.591.541. I 82.00
4.59 r .541 .182.00

The National
Treasurv

3 Jul 2025 Reculrent t27.960_362.15
r 27.960.362.15

The,r'-ational
'l'reasurv

4 Jul 2025 Rccurrcnt 56.758.601 .30
56.758.601.30

tt7
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State Department for Medical Services
Annual Reports and Financial Statements for the year ended June 30, 2025.

Appendix V: Reporting of Climate Relevant Expenditures

The State Department did not incur any Climate Relevant Expenditures for the period
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State Department for Medical Services
Annual Reports and Financial Statements for the year ended June 30,2025. .-

Appendix VI: Disaster Expenditure Reporting Template

The State Department did not incur any disaster related expenditure for the period.

Sub-
programme

Disaster
Type

Category of disaster related Activity that
require expenditure reporting
(response/recovery/mitigation /preparedness)

Expenditure
item

Amount
(Kshs.)

Comments

t2t

Programme

\


