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ECA Exporl Conpensation Ag,'eetnenl

ATMIS Af ican [Jnion Transilion Mission in Sonrulio

AIISSOM Af icon lJnion Support and Slobilization Mission in Somalia

MONUSCO Unitecl Notions Organization Stabilizalion Mission in lhe Demo$alic

Republlc of the Congo

N.!SF National Soclttl Security Fund

ECL Expectecl Credit Loss

B: Definition of Key Terms

Fi6uciary Mnnagement- Mernbers of Management directly entrusted with the responsibility of
financial resources of the organisation.
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2. Key MDA Iuforuration nnd Manngemenl

(a) Backgroundinfornralion

The Minislry contiuued to execute its mandate as provided for in Article 241 of the Constitution

and Exectrtive Order No. 2 of May 2013. To this end the ministry was able to perform its core

mandate and address emerging security challenges. The emerging security tlueats included

terrorism, cattle rustling, human and dnrg traffrcking, proliferation of small arrns and piracy.

The Ministry is headed by the Cabinet Secretary, Hon. Soipan Tuya, EGH who is responsible

for the Policy and the General Administration of the Ministry.

The accompanying financial statements constitute the financial statements for the Ministry of

Defence

I.3 MISSION

I.4 CORE VALUES

To achieve its rnission and vision, the Ministry has several core values and beliefs namely: -

a. Apolitical: The Defence Forces will steer clear of politics and will remain steadfastly

apolitical.
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The Ministry is categorized as vote l04l rvithin the approved National Budget which is

adrninistered by Dr. Patrick Mariru, Phd, as the Accounting Officer.

1.2 vIsIoN

A premier, credible and nrission capable Force deeply rooted in professionalisrn.

To defend and protect the sovereignty and territorial integrity ofthe Republic, assist and cooperate

with other civil authorities in situations of emergency or disaster and restore peace in any parl of

Kenya affected by unrest or instability as assigned.
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b. The Civil prerogatlve: The Defence Forces shall always subordinate itself to democratic

Civil Authority and exemplify civility in its dealings with the people of Kenya.

c. Loyalty and Commltment: The Defence Forces will uphold its loyalty and commitnrent

to the Commander-ln-Chief and the people of Kenya through the chain of command.

tl. Patriotism: The staffof the Ministry of Defence shall always be patriolic to the

Government and the people ofKenya.

e. Professionnlism: Service delivery will be based on lhe highest professional standards

and will be blind to gender, ethnic, race or any other consideration'

f. Integrity: The staffof the Ministry of Defence will carry out duties with the highest

integrity and in accordance with the laid down nrles and regulation

(b) Mandate

The corc mandate of the Ministry of Defence as stipulated in the Executive Order No. 212013 ate:.

a. National Defence.

b. Development and Management of the National Defence Policy

Plotection of National Borders

Support for Civil Authority

Defence Intelligence
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(c) Key Mnnagement

The Minislry's day-to-day managenrcnl is under the following Kcy organVOffices/

Di rectorates/Divisions

No. Designntion

I Cabinet Secretary

Principnl Secretara and

Accounting Officer
Dr. PatLick Marirrr,PhD,CBS

3 The Chicf of the Defence Forces Cen. Charles M Kahariri CBS 'nwc'(USA)'psc'(K)

4 The Conrrnnnder Kenyn Arnry Lt. Gen David K. Ketter CBS 'ndc' (TZ) 'psc' (K)

5 Conrmander Kenya Air Force
Maj. Gen. Bernhard Waliaula CBS 'ndu'(China)

'psc'(K) 'acsc'(USA)

Commander Kenya Navy Maj Gen. Paul Owuor Otieno EBS 'ndc' 'psc'(K)

(d) FiduciaryManagemenl

The key management personnel who held office during the financial yeal ended 30th June 2025

and who had direct fiduciary responsibility were:

o

o
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No. Designntion Nnnre Period Serryetl

I
Cabinct

Secretary

Hon. Roselinda Soipan Tuya
8rr' Aug 2024-30th June 2025

2 Dr. Patrick Marim,PhD,CBS l" Jul 2024-3Orh June 2025

vl

Na lne

Hon. Roselinda Soipan Tuya

2.

o

Principal

Secretary rnd

Accountiug

Officer
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I't Jul 2024-30rh June 20253
The Chief of the

Dcfcncc Forces

l't Jvl20?4-27'r' June 2025
Lt. Gen David Tarus CBS 'ndc' (K)

'cgsc' (USA)'psc' (K)
4

The Cornmander

Kenya Army

27'l'June 2025-30r" June 2025
Lt. Gen. D K Ketter CBS 'ndc' (TZ)'psc'

(K)

The Cornrnander

Kenya Army

lst Jul2024-27th June 2025
Maj Gen. Fatuma G Ahmed CBS OGW

'ndc''psc'(K)
5

Conrntander

Kenyn Air Force

27rh June 2025-30th June 2025
Maj. Gen. B Waliaula CBS 'ndu'(China)

'psc'(K) 'acsc'(USA)

Commander

Kenya Air Forre

lstJul 2024-30rh June 2025
Maj Gen. Paul Owuor Otieno EBS 'ndc'

'psc'(K)
6

Commantler

Kenya Navy

I
I

vlt

Gen. Charles M Kahariri CBS

'nwc'(USA)'psc'(K)
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(e) FiduciaryOversightArrangenrents

(i) Ministerial Conrnrittecs

(a) Budget Implementation

The comminee is mandated to underlake the following:

i. To revierv and consider the cash-flow plans

ii. To rcview the utilization of cash limits and consider any changes as may be required

iii. To review the utilization of donor funds voted to the Ministry

iv. To advice the accounting olficer on any challenges related to the budget implementation

v. To review and recommend reallocation of expenditure

vi. To review and approve the submission of the expenditure returns, IPPD, pending bills and

Revenue for the Ministry and recommend actions lo be taken.

vii. To participate in Sector Working Groups.

viii. To prepare budgets for line Ministries in consultation with Heads of Departments

The Committee is scheduled to meet monthly to review any budget related issues and pcriodically

advice the Accounting Officer

(b) Ministerial Humnn Resource Management Advisory Committee (MHRMAC)

Thc functions of MHRMAC entail making recommendations to thc authorized officcr regarding:

i. Recruitment,

ii. Performance managemcnt,

ii i. Promotions,

iv. Training and development,

v. Deployment,

vi. Recommendations for retirement under 50-year rule among others.

It is chaired by the Principal Secretary or his deputy. The Director HRM is the Secretary. The HoD's

and Military representation from DHQ and the Three Services are members of the Committee.

(c) Mlnisterlal Performauce Mrnagement Committee (MPMC)

The fi,rnctions of MPMC entail:

i. Undertaking quarterly review of implementation of Strategic Plans and Performance

Contracts,
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ii. Ensure linkage between institutional perforrnance contract and individual performance

conlract,

iii. Ensurc that the performance of all officers are evaluated and feedback on performance is

relayed at the end of the Financial Year,

iv. Develop and irnplement the internal monitoring and evaluation and reporting system.

It is chaired by the Principal Secretary or his deputy. Tlre Director HRM is the Secrctary. The HoD's

and Military representation frorn DHQ and the lhree Services are tnembers of the committee.

(c) Mlnisterial Audit Commiltee

The Ministerial Audit Committee has been reorganized with guidance from the National Treasury and

has clear corporate terms of reference which include the follorving: -

i. Support the Accounting Oflicers with regard to lheir responsibilities for issues of risk,control

and governance and associated assurance;

ii. Follow up on the implementation of recommendations of intemal and extemal auditors;

iii. Follow up on recommendations of the Parliamentary Accounts Comntittee (PAC).

(0 Public Financc Management Standing Committee (PFMSC)

The purpose of the Public Finance Management Committee (PFMC) is to help the Comrnission fulfil

its financing, financial management and fiscal responsibility mandate:

i. To provide recommendations on the Ministerial plans, budgets and budget

implementation;

ii. To make recommcndations on the management of rccurrent and development

expenditure by the Ministry;

iii. To devclop a framework for prudent financial managemcnt.

iv. To promote adherence to the principles offiscal responsibility throughout the PFM

structures and processes.

v. To advice on adoption and usage of ICT systems for prudent financial mansgement.

a
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(d) Procurement AdvisorT Board

The funclion of Procurcment Advisory Board is to advise the Accounting Oflicer in decision making

on mattels of procurement and assets disposals.
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(g) Parlirmentary Committee Actlvities .

(a) Parliamentary Comrnittee on Defence and Foreign Relations.

The Ministry engaged the committee to:

i. Discuss the budgct strategy paper

ii. To discuss Kenya Space Agency.

iii. Ulinzi Prime Health Services

iv. National Defence University

v. To review the performance of the National Security Sector.

(b) Public Accounts Committee

i. The Committee held discussions with the Ministry on the Report of the Auditor General on

the Ministry's Appropriation Accounts for the Financial Year 2022n0n.
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Ministry's Contact Details

(a) Ministty Headquarters

P.O. Box 40668-00100

Ulinzi House-Lenana Road

Nairobi, KENYA

(b) Mlnlsrry Contncts

Telcphonc : (25 4) 020'27 2l lN
E-mail: p@mod.go.ke

Website: www.mod.go.ke

(c) Mlniclry Bankcrs

Central Bank ofKenYa

Haile Selassie Avenue

P.O. Box 60000

City Squ.are 00200

Nairobi, Kenya

(d) Independent Audltors

Auditor General

Annivcrsary Towers, University Way

P.O. Box 30084

GPO 00100

Nairobi, Kenya

(e) Princlpal Legal Adviser

The AttorneY General

State Law Oflicc

Harambee Aveuue

P.O. Box 40112, City Square 00200

Nairobi, Kenya
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3. Profile of Cabinct Secretary

Hon. Soipan Tuya, is the Cabinet Secretary for Defence of

the Republic of Kenya, having been sworn into office by

H.E. President Dr. Williarn Ruto on 8th August 2024. Prior

to this role, Hon. Tuya selved as the Cabinet Secrelary for

Environment, Climate Change, and Forestry.

A distinguished lawyer, Advocate of the High Courl of

Kenya, and politician, Hon. Tuya holds a Bachelor of Laws

(LLB) degree from the University of Nairobi, a Master of

Laws (LLM) degree in Sustainable International

Development fiom the University of Washington, Seattle,

and a Diploma in Law fi'om the Kenya School of Larv.

Hon. Tuya has served as a two-lerm elected Mernber of Parliament (MP) for Narok County. She was

first appointed to lhe Cabinet by H.E. President Dr. William Ruto in November 2022 while serving

in the Senate of Kerrya as a special-interest nominee of the ruling United Democratic Alliance party.

During her l0-year tenure as MP for Narok County, Hon. Tuya focused on the economic and social

empowerment of affirmative action groups, leaving a stronS iegacy of success. In Parliarnent, she

spearheaded legislative reforms and held several senior teeaersiip roles, including serving as the lst

Chairperson of Comrnittees in the Natiorral Assembly'e Speaker's Panel, where she presided over

National Assembly sittings.

As a lawyer and Advocate of the High Court of Kenya, Hon. Tuya dedicated most of her l8-year legal

career to community service, offering free legal rcpresentation to vulnerable populations, including

wornen and children, especially among pastoralist Kenyan cornmunities.
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As Cabinet Secretary for Environment, Climate Change, and Forestry, Hon. Tuya prioritizcd the

restoration of Kenya's degraded landscapes and ecosystems through the l0-year National Landscape

and Ecosystem Restoration Strategy, the anchor framework of the I 5 Billion National Tree Growing

Programme aimed at raising Kenya's lree cover to30%oby 2032.
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Hon. Tuya also strengthened Kenya's credentials in climate action, demonstrated through the

successful co-hosting with the Afiican Union of the inaugural Africa Climate Surnntit in September

2023, which led to thc African Leaders Nairobi Declaration on Climate Change and Call-to-Action.

At the Ministry of Environment, Clirnate Change, and Forestry, Hon. Tuya's agenda included policy

reforms to guarantee suslainable climate action and transitioning Kenya's troubled linear waste

lnanagement model to a circular economy, opening lhe sector's value chains for wealth and

employment crealion in line with tlrc Kenya Kwanza adrninistration's Bottom-up Econolnic

Transformation Agenda (BETA).

The Cabinet Secretary is the principal advisor to thc President on nlatters related to defence policies

and serves as the primary link to the National Assembly and the Senate, or other relevant fora. The

CS Defence provides regular reporls and responses on Ministry matters. Additionally, she serves as

the chairperson of the Dcfence Council, the highest organ managing Defence affairs,

a

xlu

a

At the Ministry of Defence, the Cabinet Secretary (CS) is responsible for policy formulation and

irnplementation. She provides strategic direction to support the Ministry in effectively

operationalizing its mandate by formulating, presenting, and articulating Cabinet memoranda,

sessional papers, and other policy issucs etnanating from thc Ministry.
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, 
Dr. PatLick Mariru is the current Principal Secretary (PS) in the Ministry of

' Defence, a position he was appointed to on 2nd December 2022 by H.E William

Ruto, the President of thc Republic of Kenya and Cornrnander'-in-Chief of the

Defence Forces. He is the Chief Accounting Oflicer for all budgetary

allocations in the Ministry of Defence as well as secretary to the Defence

Council.

He is an enthusiastic and dedicated Public Policy & Managemenl Expert

with local, national and international experience of over 15 years in
' public policy developrnent, cornmunity engagement, program

development and supp',orting national goverrunent initiatives.

Dr. Mariru previously served as a Member of Parliament for Laikipia West

Constituency and an Alternate Speaker at the National Assembly in Kenya's l2th Parliament between

2017 and 2022. As a legislator, Dr. Mariru actively articulated issues of national impoflance touching

on security, infrastructure, national development arnoug others. As a Speaker at thc National level, he

presided over sessions of both the plenary and committees of the National Assembly including

interpreting and ruling on all lnatters touching on procedure and in law.

Prior to his election as a lawmaker, Dr. Mariru served as the first Speaker of the Laikipia County

Assembly between 20 I 3 and 201 7 under the new Constitution 2010. He oversaw the growth of the

pioneer County Assembly frorn scmtch to a robust institution which achieved its constitutional

mandate. He is credited rvith presiding ovcr the enactment of tens of laws, policies and ovcrsight

proSrams as rvell as the adoption of the first Strategic Plan of the Assembly.

Between 201I and 2013, Dr. Marinr served as an International Governance Advisor at ActionAid

International (AAI) where he provided technical oversight on governance programs for over 26

countries in Africa, Eutope, Asia and the United State of America (USA). Dr. Mariru was arvarded

for exceptional contribution to the formulation of the AAI Strategic Plan rvorking with over 2000 staff

across 44 countries.

The PS has also served as a legal advisorcf the National Council of Churches of Kenya (NCCK) frorn

the year 2005 to 2011. During his tenure, he was instnrmental in conceptualizing and leading the
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NCCK and other organizations in Kenya to participate in the national constitution review process that

birthed the Constitution 2010.

While at the Council, he provided legal advice and technical support to the General Secretary and the

organs of the NCCK in resolving the 2007/200E post-election violence. He additionally Spearheaded

a major review process of the current NCCK constitution which fundamentally changed its mission

and vision as well as the national and regional governance structures across the country.

The PS is an Advocate of the High Court of Kenya having studied a Bachelor of Laws (LLB) Degree

at the University of Nairobi between 1999-2002 before proceeding to the Kenya School of Law (KSL)

for a Diploma in Law (2002-2003). He was consequently admitted to the bar in 2003 and served as

an Advocate with Kamotho Waiganjo Advocates until 2004.

Dr. Mariru holds a Doctor of Philosophy degree frorn JKUAT in Leadership and Governance, a

double master's degree of Science in Public Policy and Management and in Divinity from the

University of London, UK and the Africa Intemational University respectively and he is also admitted

for a third Master's Degree in Sustainable Development at tlre University of Sussex in the UK.

The PS has been accredited and certified by various professional bodies and institutions in the country

and beyond for his exemplary leadership spanning for over two decades. In 2013, Dr. Mariru, was

accredited for effective Devolution through Access to Infornration by the International Commission

of Jurists in Kenya. ln202l,he was certified by the National Dcfence College (NDC) after successful

completion of National Security and Strategy Course for the Leadership of the National Assembly of

Kenya. Earlier this year Q022), he was certified by Intelligent Business Center in Morocco for

Leadership and Governance in a Transitional Parliament. He was additionally feted for Corporate

Governance & Policy-Making by the Public Administration International (PAl) in Turkey run.2022.

Dr. Mariru fias written widely on areas of civil engagem€nt, national healing, reconciliation and

development.
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5. CHIET'OF DEFENCE trORCES

t@

Gen. Charles Kahariri CBS 'nwc'(USA)'psc'(K) was promoted and

appoiuted to be thc Chiefofthc Defence Forces, Kenya Defence Forces on

the 02 May 2024. Prior to his current appointment, he served as the Vice

Chief of the Defence Forces, Kenya Defence Forces frorn 09 March2024.

He enlisted in the Kenya Defence Forces on 03 Apr 1987 and was

commissioned as an Officer (Second Lieutenant) on l5 April 1988.

Following his comrnissioning, he underwent further ttaining in the United

Kingdom before serving in various capacities on board ships within the

Kenya Navy Flect.
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He thcreafter transitioned to serve at the prestigious National Defence College as Senior Directing

Staff(Navy), Deputy Commandant (Military) and Commandant. Notable operational assignrnents

include serving as the Maritime Component Comrnander for "Operation Linda Nchi" and as the

Task Force Commander for "Operation Sledge Hammer" during the capture of Kismaiyu.

Additionally, he has represented Kenya as the National Focal Person for the Contact Group on

Piracy off the Coast of Somalia and the Dj ibouti Code of Conduct. He also served on the National

Task Folccs for the Delirnitation of Kenya's Exclusive Economic Zones and Delimitation of

Kenya's Extended Continental Shelf.

Gen. Kahariri has complctcd numerous local and international courses to build his capacity and

enhance his skills in the dispensation of Service duties. Amongst these courses are the Inlernational

Midshipman Course (UK), Long Navigation Course (lndia), Management arrd Strategic Planning

Course, Naval Command Course (USA), Joint Campaign Planning, Flag Level Cornbined Maritime

Component Command Course (ltaly), Senior Strategic Leadership Course (UK) and Executive

a
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Tluoughout his illustrious career spaming over truec decades, Gen Kahariri

has held a range of leadership, command and management positions. These include roles such as

Comnanding Officer - Kenya Navy Ships Mamba, Madaraka, and Utnoja, as rvell as Commanding

Officer at Kenya Navy Manda Base. He later served in key appointments like Squadron

Commander, Commander of the Kenya Navy Fleet, and Deputy Commander of the Kenya Navy.
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Developrnent Course (University of N/Caroljna, USA). He also holds a Diplorna in Strategic and

Security Studies frorn the United States Naval War College.

Gen Kahariri is a laureate of various honours and awards with Chief of the Order of the Burning

Spear (CBS) being his most rcccnt accolade.

During the Financial Year under review, lhere was notable change in the Governance structure:

i. During the financial year there were changes in Senior Leadership ofthe Kenya Defence

Forces.

a) Lt. Gen David Ketter CBS 'ndc' (TZ) 'psc' (K) was appointed as Commander Kenya

Army replacing Lt. Gen David Tarus CBS 'ndc' (K) 'cgsc' (USA)'psc' (K) who was

appointed Vice Chancellor National Defence University(K).

b) Maj. Gen. B Waliaula CBS 'ndu'(China) 'psc'(K) 'acsc'(USA) was appointed as

Commander Kenya Airforcc replacing Maj Gen. Fatuma C Ahmcd CBS OGW'ndc'

'psc'(K) who attained mandatory retiremenl age.
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6. Forervorel by the Cabinet Secretaty

I am honoured to present the Ministty of Defence (MoD)

Finarrcial Statement for the Financial Year 2024f2025, in

accordance with the Public Finance Management Acl,2012.

In today's dynarnic global security envirorunent, national

defence remains a critical pillar for the stability and prosperity of

any country. In Kenya, the Ministry of Defence plays a pivotal

role in safeguarding national sovereignty, ensuring peace within

our borders, and contributing to regional and global security.

The mandate of the Ministry is derived from Article 2al(3Xa), (b) and (c) of the Constitution of

Kenya, 2010, the Kenya Defence Forces Act, 2012, and Executive Order No. I of 2025. These

franreworks empower the Kenya Defence Forces (KDF) to defend and protect the sovereignty and

tenitorial integrity of the Republic of Kcnya; assist and cooperate rvith other authorities in situations

of emergency or disaster; and restore peace in any part of Kenya affected by uuest or instability. KDF

continues to pursue its vision of being a premier, credible, mission-capable force rooted in

professionalism.

During the 2024D025 Financial Year, the Ministry maintained high perfonnance standards by

promoting prudent resource utilization and efficient budget implementation. We undertook projects

in a tirnely and cost-effective nraurer and have consistently produced clean books ofaccounts for the

past seven consecutive financial years, a trend wc are determined to uphold as we reinforce our status

as one of the most accountable institutions within the Government of Kenya.

The Ministry achieved a lNo/o absorption rate of its approved Recurrent Vote Budget amounting to

Kshs.172,215,661,938. In compliance with the Presidential directive on the Access to Covernment

Procurement Opportunities (AGPO), procurcment contracts worth Kshs.3,546,465,066 werc awarded

to enterprises owned by youth, women, and persons with disabilities. Additionally, under the 40%
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local content policy, Kshs. 4,557,493,420. 85 was spent on procuring locally manufactured goods and

selices, reinforcing the "Buy Kenya, Build Kenya" initiative.

The Ministry's key focus during this period was to strengthen Kenya's defence capabilities and

proactively address ernerging security threats. This included enhancing force regeneration, training,

modemizalion, and adopting a soldier-centric welfare approach. KDF also actively participated in

both {ornestic and regional peace suppofi operations and humanitarian assistance missions.

Regional and international peacekeeping continues to be a priority consideration for Kenya as a

dependable and respecled member of the cornmunity of nations. As a counlry, we have continued to

play a vital role in international peacekeeping efforts, furtlrer solidi$ing Kenya's rcputation as a

reliable contributor to global security.

On combating trans-national crirnes, Kenya is at the forefront in the fight agairrst terrorism and related

criminal activities. Effective counterterrorism rneasures, intelligence gathering and collaboration with

international partne rs luve helped reduce the lhreat of terrorism.

These achievements werc made possible thLrough enhanced personnel services, strategic operational

deploymcnts, defence diplomacy, national development contributions, expansion of military health

and educational institutions, and robust welfare programmes.

A significant milestone during thc rcporting pcriod was the operationalization of the Ulinzi Prime

Health Services (UPHS) Fund Regulations, 2023. These regulations now allow limited access by

prescribed civilian categories to Kenya Defence Forces medical facilities, on a fee-for'service basis.

This initiative will support the Government's Universal Health Coverage agenda while also

generating additional resources lo sustain the operations of KDF medical facilities.

To safeguard Kenya's sovereignty and territorial integrity, KDF intensified patrols across land, air,

maritime, cyber and information domains. We improved operational readiness by attaining a maruring

availability level of 't2%o and a key trained personnel availability level of 95%. The Ministry

rnaintained equiprnent readiness across infantry, armour, artillety, engineers, communications, air and

naval platforms by acquiring new systems and refurbishing existing ones. Forces wqre strategically

re-postured to deter threats and protect critical national assels'
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ln collaboration with other goveuurlent authorilies, KDF supported nrultiple rnulti-agency security

operations airned at lestoring peace and facilitating service delivery in volatile areas. Key operations

included Operation Maliza Uhalifu in lhe North Rift Region, Operation Amani Boni in Lamu and

Garissa counties and Operation Country Watch I, among others. Operation Amani Boni registered

considerable success in disrupting At-Shabaab activities and rcstoring peace in affected regions.

In Fostering Regional and International Peace and Security we participated in various Peace Support

Operations (PSO), where the rninislry achieved great nrilestones through the PSO Fund which was

launched in February 2024. The frud has supported the acquisition and maintenance of Contingent-

Owned Equipment for the KDF during deployrnents in PSOs across the globe, enabling our military

to atlain the requircd international standards and enhance force posture as a leading Troop

Contributing Country. Tln'ough thc KDF, Kenya participated in various Peace Support Operations,

including African Union Transition Mission in Sornalia/African Union Support and Stabilization

Mission in Somalia (ATMIS/AUSSOM), United Nations Mission in South Sudan ([JNMISS), the

African Union Monitoring Verification and Compliance Mechanism (AU-MVCM) in Tigray

(Ethiopia), and thc United Nations Organization Stabilization Mission in the Dernocratic Republic of

the Congo (MONUSCO). The Ministry has also been participating in the East African Cornmunity

(EAC), Eastern Africa Standby l-orce (EASF), African Conference of Comrnandants (ACoC) of Staff

Collcges and International Conference on lhe Great Lakes Region (ICGLR) through paying annual

subscriptions and attending meetings, trainings and exercises.

KDF has also provided critical support through the rehabilitation of boreholes, medical camps, and

transportation of teachers and students in conflict-a{fectcd areas. In response to El-Niflo-related

humanitarian ciises, KDF partnered with national and county governments to deliver relief supplies

to affected communities.
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The Ministry also continued to advance its corporate social responsibility agenda lhrough

Hurnanitarian Civil Activities (HCAs), especially in North Eastern Kenya, Boni Forest and tlte North

Rift Region. Under Operation Maliza Uhalifu, KDF cornpleted renovations at 14 schools, with work

ongoing in five more schools in West Pokot County. Road access has been restored along key

conidors previously blocked by insecurity, such as the Arabal-Mukutani and Kitale-Lodwar routes.
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In support of the Government's Kshs. l5 billion National Trce Grorving Programme, the Ministry

spearheaded the Environmental Soldier Programrne. During the reporting period, MoD planted

47,851,490 trees and propagated 49,335,966 seedlings for internal use and distribution to other

government agcncies.

To address the housing deficit for military personnel, the Ministry broke ground for Phase I of the

Kenya Defence Forces Affordable Housing Programme at Embakasi Carrison orr 26'h June 2025' This

phase targets the Nairobi region with 10,095 housing units across Kahawa, Lang'ata, and Embakasi

Ganisons. Phase II will deliver an additional 26,948 units in regions such as Moi Air Base, Lamu,

Marsabit and Turkana. The prograrnme includes social amenities and is being implemented in

partnership with the Ministry of Lands.

In parallel, the KDF Public-Private Partnership (PPP) Housing Programtne is deliveling 3,069 units

across Roysambu, Gitgil, Nakuru, Nanyuki and Mariakani. The 500-unit project in Roysambu will be

completed and handed over by July 2025, with the remainder due in2026.

The Ministry also completed several key infrastructure projects in strpport of national development'

These projects include thc Wanini Kireri MagerezaLevel4 Hospital for the Kenya Prisons Service in

Rgiru, the National Police Service Lcvel 4 Hospital along Raila Odinga Road, and the rehabilitation

of stadiums in Embu, Homa Bay, Kisii, Kisunlu, Bungoma, and Kericho. Ongoing projects include

preparations for the 2025 African Nations Championship (CHAN) and the2027 Africa Cup ofNations

(AFCON), including construction of Talanta Sporfs City and tenovatiotts ofNyayo, Kasarzuri, Ulirzi,

Police SACCO and Kipchoge Keino stadiums.

Despite these milestones, the Ministry faces persistent challenges, including inadequate funding that

hampers timely project delivery. Other significant hurdles include cross-border conflicts, piracy and

the persistent threat of terrorism. These challenges demand sustained multi-agency collaboration,

regional partnerships and international cooperation.

The evolving global security landscape, marked by terrorisnt, cyber warfare, regional conflicts and

clirnate-induced disasters, calls for continuous innovation and resilience. Despite these challenges,
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The Ministry is also involved in the rehabilitation of the Nairobi fuver under the Clirnate WorX

initiative and continues to support county governments in implemenling infrastructure projects.
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the Ministry remains steadfast iu fulfilling its constitutional nrandate to defend Kenya's sovereignty

and teuitorial integrity.

As we move forward, the Ministry is prioritizing the modernization of KDF capabilities and the

integration of civilian staffto enhance institutional effectiveness and achieve oul'mission objectives.

lloN. sotPAN L'uYA, UGH/

ITTINISTRY OT DDRENCO

SUCRU'I'AI(Y
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7. Slaterncnt by the Accorrnting.Officer

a. BUDGETARYALLOCATION

The budget allocated to the Ministry for the FY 2024125 to accomplish the set objectives was

KShs.l?5,749,661,938. This constituted an allocation of Kshs.172,215,661,938 for Recurrent

Expenditure and Kshs.3,534,000,000 as Capital Grant for BETA Modernization Programme;

apportioned as shown on the Chart below.

Budgetary Allocation tY 2024/25

. oevelopment . Rccurrent

The total budgctary allocation forFY 2024125 was KShs.175,749,661'938, the actual expenditure

for the year was Kshs.147,751,3E9,398 and prior year pending bills of Kshs.22r34lr773'637 wete

paid. The budgetary allocation for Developrnent vote was allocated for cottstruction of Affordable

Housing Kshs 534,000,000 and Kshs 3,000000,000 for BETA Modernization program.rne. Out of

the budgeted Allocation for Kshs 534,000,000 the Ministry was able to collect Kshs.604'652'003.

The Ministry was able to utilize the Kshs 3,000,000,000 under ECA Programrne.

Below is an overview ofthe financial performance for the year ended 30th Jtrne 2024 as reported

in tlre detailed financial slatements.
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Receipts 172,163,412,337 t72,163,4t2,337 l00o/o

Payrnents t72,163,4t2,337 147,749,523,290 84o/o

Surplus/
DeJicit

0 27,484,601,469

For Budgeted Recurrcrrt Expenditurc;

For Budgeted the Developrnent Experditure ;

a) Escrorv Accounts

During the FY under review the payrnents exceeded collections. However, due to balances carried

forward from the previous FY the Ministry was able to facilitate the payments.

b) BETA ECA Modernization Programme

Bal bf 530,546,997

534,000,000 604,652,003 l05o/o

Payments 667,272,619 n7%

Surplus/ Deticit 467,926,381

Printed Estimates

Ksh

Actual Rcccipts

Ksh

Vnriance

Ksh

/o

Utilization
Variance

Totnl Receipts 3,000,000,000 2,978,324,360 21,675,640 l%

Totnl Payments 3,000,000,000 2,978,324,360 2t,675,640 t%

xxlv
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Detnlls Annual [inal Budgel

Kshs

Aclunl Cumulatlve to
Datc

Kshs

Utillsal ion 7"

Details Annusl Final Budgel

Kshs

ActuaI
Cuntulative lo

Date

Kslrs

UlllisatlonTo

Receipts

534,000,000
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b. Budget Utilization

The Ministry spent KShs.167,020,584,505 against an approved budget of KShs.l72'214,118,548

representing absorption of 97o/o. Utilisation of the budget was carried out throtrgh variotls activilies

(economic classifications) as shown in the table below:

a

o

Classificatiort
Approved

Budget
Actnnl Expenditure Utilization Diffcrence

Ut ilization

2,298,800,000 2,254,711,336 98%

Use ofgoods
arrd services

404,961 ,938 400,766,018 4,195,920 99o/o

KDF
Expenses

168,157,856,610 t40,17 I,733,5t4 27,986,123,096 83%

Tlansfers to
other

govenunent
units

1,352,500,000 I ,851,600,000 -499,100,000 l37o/o

Total
recurrent
GXpenses

172,214,118,548 144,678,810,868 27,535,307,680 84%

Prior Yenr
pending Bills 22,341,773,637

172,214,118,548 167,020,584,505

Capitnl itenrs

Acquisition of
PPE

1,399,s81 143,809 9t%

Total
expenses

Development
1,543,390 I,399,581 143,809 9l%

Total
expenses

172,215,661,938 167,021,984,086 97o/o

xxv

a

44,088,664Ernployees
Costs

97o/c5,193,534,043

1,543,390

s,,193,677,852

, e?%
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Year to Year Ending 30tt June
2025

Year to Year
Bnding 30'h June

2024
Change

o/o

Change

'l'otal Receipts 175,838,776,762 133,201,237,735 42,637,539,027 132%
Total Payments 167,021 ,984,086 133,200,730,920 33,821,253,166 t25%

c. CURR-BNT YIAR PERIIORMANCtr AGAINST PRIOR YEAR

i. Receipls a d Pa!21sn1s

Totol Receipls Brokeu Dotytt

d, Toful Pa),ntenls

o

o

a

o

o

o

o

a

O

Receipts
Clnssification

Year to Year
Ending June

2025

Year to Year Ending June
2024

Variance
%

Change

Exchequer
Releases

t72,163,412,337 133,201,237,734 38,962,1',t4,603

Paynrents
Classification

Ycar to Year
Ending Junc

2024

Compensation of
Employees

2,254,7lL,336 1,731,378,718 523,332,618 30%

Use ofgoods and
sel't,lces

400,766,018 44t,775,0t7 -41 ,008,999

Military Paynrents 128,888,04 I ,205 1t,283,692,309

1,85 1,600,000 2,106,000,000 -254,400,000 -t2%

xxvt
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129%

Year to Year
Ending Junc

2025
Variance

Change

-9%

140,171,733,514 9o/o

Other Grants and
Transfers
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1,399,581

The overall increase in poyntents is because of significant inqeose in KDF Expenses.

The diagrarn below depicts the share ofmajor calegories ofpayntents for the fiscal year

Payments Analysed

r Compensation of
Employer3

I Use of goods and servlces

Mllitary PaymentJ

r Other Grants and
Transfers

r Acquisltlon of tusetr

ended 30rhJune2025.

Finouciol Assels Sumunry

Acquisition of
Asscts

33,535,980 -32,t36,399 -96%

O

o

o

o

a

a

a

a

9%|,479,479,529133,200,730,920144,680,210,449
TOTAL

PAYMBNTS

Desc lipt ion FY 202412025
Opening

statenlent
Variance 7o Variance

30th June 2025 lst July 2024

Kshs Kshs

Recurrent
Account

407,170 (272,60t) (67%)

Development
Account

99,645 (9e,64s) (100%)

Deposits Account 4,001 ,080,638 2,722,874,298 1,278,206,340 47%

KDF Escrow 467,926,381 530,546,99',1 (62,620,616) (l2o/o)

a

xxvlt
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Acqulsitlon of
Assets

0%
I

Mllltary
Payments

98%

134,569
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Total 4,469,912,085 3,254,698,607 1,215,213,478 37o/o

Ulinzi Sports
770,497 0o/o

Conr lex

Recurrent Bank balances decreased by 67% because of utilization of the enlire budget. Deposit

Account Bank Balance increased by lTlo/o because ofincreased collection ofdeposits, transfer of

Unclaimed Liabilities (Pensions, Uncleared Effects) and unused agency funds. The decrease in

Escrorv Accounl Bank Balance was because ofutilization offunds during the financial year under

revlew

(.)

PRINCIPAL Sf,CRETARY / ACCOUNTING OFFICBR

MINISTRY OF DEFENCE
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The key objectives of the Ministry of Defence as per its constitutional mandate ale to

a) To defend and protect the sovereignty and territorial integrity of the Republic, support internal

security operalions and promote Regional and International Peace and Security,

b) To support humanitarian activities,

c) To provide policy direction and administrative support services,

d) To administer and coordinate space rclatcd activities.

Progress on attainment of Strategic Developrnent Objectives

For purposes ofimplementing and cascading the above development objectives to specilic sectors, all

the development objectives were made specific, measurable, achievable, realistic and tirne-bound

(SMART) and converted into devcloprnent oulcomes. Attcndant indicators were identified for reasons

oftracking progress and performance measurement: The progress on attaining the stated objectives

as detailed below

MDA Progrnm: Objective Outcorne Irrdicator Per[ormance

To defend and
protect
sovereignty
and territorial
integrity of the

Republic,
support
internal
security

Provide
direction and
support to the
three Services
to secure the
Nation. Eflicient

persorurel

adrninistration

General personnel

administration and
welfare was
provided.

a
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E. Statement of Performance Against Predetermined Objectives for FY 2024125

Introduction

Section 8l (2) (0 of the Public Finance Management Act, 2012 requires that, at thc cnd of each

Financial Year, the Accounting Oflicer when preparing financial statetnenls of each national

government entity in accordance with the standards and formats presclibed by the Public Sector

Accounting Standards Board includes a statement of lhe Ministry's performance against predetermined

objectives.

l. National Defence

Sub Progrant: L
Defence Policy
Management

Timely and
effective
logistics
support

Provided ammo and
material, and
Maintained
equipment and
infrastructure
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operations and
promote
Regional and
International
Peace &
Security

Timely and
eflective
operational
suppolt

Intelligence
gathcring and
dissernination

Provided support to
nrilitary operations

Intelligence
gathered and
clisseminated

Comprehensive
medical
support

Coordination,
provisiorr of
medical supplies
and services was
done
Public awareness
and infornration
dissenrination rvas

done

Quality and
etTectiveness

of legal support

Litigations and legal
support to seryices
was provided

Military
rnodenrisation

Acquisition of new
equipment and
development of
related
infrastructure on
going

Sub Program: 2 Land
Defence

Secure
National land
borders

Timely and
effective response
to land-based
threats

Percentage of
completion of
the border

457o completion

Enhanced
regional &
International
Peace &
Security

Participation in
regional and
intelnational
Peace support
Operations
(PSOs) and
progr?fiunes

Tirnely deployment
and effcctive
participation in
PSOs and
programmes

Sub Program:
3. National Air Space

Defence

Secured
National Air
Space

Respond to
airborne tlu'eats

o

a

o
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o

a
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o

xxx

Level ofpublic
alvareness

Respond to
land-based

tllreats.

Bolder
Securitization

Tirnely and
effective response
to airborne tlueats
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Enhanced
regional &
Intemational
peace

&security

Participation in
regional and

international
Peace support
operations
(PSOs) and
progl'allune s

Timely deployrnent
and effective
participation in
PSOs and
plogranrmes

Secured
Tenitorial
Waters

Respond to
Tenitorial
Waters tlueats

Enhanced
regional &
Intemational
peace

&security

Participation in
regional and
international
Peace Support
Operations
(PSOs) and
programmes

Timely deployment
and effective
participation in
PSOs and
programmes

2, Civil Aid

Sub Program:

L CivilAid

To support
humanitarian
activities

Hurnanitarian
assistance
plovided

Respond and

mitigate
crisis, disasters
and
emergencies

Tirnely and

effective response

to emergencies and
disasters

3. General Administrat Plaruri and Su rt

Sub Progranr:

1. Ceneral
Administration,
Planning and
Suppott
Services

To provide
policy
direction and

administrative
support
services

Effcctive
Service
Delivery

Provide
administrative
support
services

Effective
administrative
support scrvices
were provided

Slrategic Plan
2023-2027

Strategic
Defence and

Security
Review
(sDSR)

Peace Support
Operations
Policy

Strategic
Defence and

Security
Review
(SDSR)

Peace Supporl
Operations
Policy

Implementation of
2023-2027 Strategic
Plan done

Develop the Peace

Support Operations
Policy

o

xxxl
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Sub Program:
4. Territorial Water
Defence.

Timely and

effective response

to Seaborne

Threats

Strategic Plan
2023-2027
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Military Land
Policy

Military Land
Policy

Developrnent of
Military Land
Policy on going

Sub Prograrn:
Military
Industrialization

Manufacture
of snrall arnrs

aurmunition

Tinrely supply
of Srnall Arrns
Anrmunition

Sustained
operalional
requirements of
security agencies

Modernization
of snrall arms
amrnunition
production
lines

Nerv
WARSAWand
NATO Ammo
Production
Lines

Acquisition of
nrodern anrrno
production line on
going

Military
Deltydrated
Food and

Ration
Supplies
produced

Tirnely Supply
of Dehydrated
Food and
Rations

4 National Space Management

Sub Program: National
Space Managernent

To adrninister
and coordinate
space related
activities

Effective
managenrent
and regulation
of space

related
activities

Linkages among
academia, industry,
Govenunent and
partners

Sustainable
development of
capacity and
outreach programs
on going

Promote use of
space derived data
across Goverrunent

o

a

o

O

o

o

o

o

o
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)

Production of
dehydrated
vegetables, fruits
and MREs done

National Space

sector
regulation
framework
established

xxxii
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Table xxl: Progranne performance

Programme/
Delivery unit Key Output KP.I Annual

Target

Annual
Variance Remark

SutsProgram Achievement

Vote l04l:

Programme Outcome: Secured Nation

l. Defence
Policy and
Management

DHQ

Policy and
stategic
guidance
provided

% level of
Policy and
strategic
guidance
provided

100 100 0 Target Achieved

Logistical and
operational
support
provided to ttre
Services

% level of
Logistical and
opcrational
suPport to the
Services

r00 100 0 Target Achieved

Modern
equipment
acquired

% level of
modem
equipment
acquired

r00 r00 0 Target Achieved

Military
infrastructure
modemization

%
infrastnrcture
in support of
operations
developed

100 0 Target Achieved

%
infrasructure
in support of
training
developed

i00 100 0 Target Achieved

xxxltl
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Programme Name: National Defence
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%
infrastnrcture
in support of
welfarc
deve

100 0 Target Achievedr00

% ofjoint
trainings and
exercises
attended

r00 r00 0 Target AchievedRegional &
international
peace &
security
enhanced

Yoof pac*
support
operations
undertaken as

assigned

100 0 Target Achieved

2.Lartd
Defence

Kenya Army
Land-based
ttueats
responded to

% of land-
based threats
responded to

100 100 0 Target Achieved

Kenya Air
Force

Airbome
threas
responded to

7o of airbome
threats
responded to

100 r00 0 Target Achieved

Aircraft
serviceability
state (%)

75% 0%
NASD

National air
support
provided No. of flying

hours
5s0 404.25 145.75 Hours flown by one aircraft

4. Territorial
Water Defence

Kenya Nary
Seaborne
threats
responded to

7o of seaborne
threats
responded to

100 r00

xxxlv
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r00

75Yo Achieved

3. National Air
Space Defence

0 Target Achieved
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% of supply to
the
requircment by
Sccurity
Agencies

30.92 69.08
customers100

Kenya
Ordnance
Factories
Corporation
(KOFC)

es

5. Defence
Industrialization

Delayed Supply of Raw
materials

32.5166 97.5

Metric Tonnes
(MT) of
vegetablcs and
food rations
produced

Dehydrated
vegetables and
food rations for
sccunty
agencies
produced

Therc was delay in rclease
ofexchcquer20 15

7o level of
completion of
Ammunition
Production
Lines
(WARSAW
and NATO)

DHQ Systems

Programm e Name: Civil Aid

Progremm e Outcome: Humanitariln Civic Action (HCA)

Target Achieved100 r00

% ofHCA
projects
undertaken on
need basis
(Watcr
panJboreholes,
medical, food
supplies,
schools'
rehabilitation)

Humanitarian
Civic Action
undertaken

DHQ6. Civil Aid

xxxv

o

Small arms
ammunition
manufachrred
and supplied to
s€curity

Delayed orders from

-5

Small arms
ammunition
production
lines
modemized
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Disasters and
emergencies
responded to

o/o of disasrers
and
emergencies
responded to
when called u

r00 100 0 Target Achieved

xxxvt

a

Programme Name: General Administration, Planning and Support Services.

Programme Outcome: Effective Service Delivery
General
Administration.
Planning and
Support
Servic,es

Admin. Dept

Administrative
support
services
provided

% provision of
administrative
support
services

100 100 0 Target Achieved

Policies
/st-ategies/plans
developed,
reviewed and
implemented

No. of Defence
and affiliate
policieJplans
reviewed and
developed

2 2 0 Target Achieved
PS&P

M&E Repora
No. of M&E
reports

I 1 0 Target Achieved

PS&P

Facilitation on
signing, and
implementation
of Bilateral
agreements and
treaties
provided

%o of
Memorandums
of
Understanding,
and
Agreements
facilitated

Defence
Cooperation
and Diplomacy

100 0 Target Achieved

Defence
Financial
Management
and Oversight

Finance Unit

Financial
Resource
mobilization
and
management
conducted

No. ofbudget
proposals
developed and
submitted to
National
Treasury

I 0 Target Achieved

o o o a o o a o a aa

Defence Policy
and Planning

100

I
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Accounting
Unit

Accounting
Services
undenaken

Financial
Reports

I U Target Achieved

Progremme: National Space Management

Progra mme Outcome: Utilization of S Op rtunities
The set target was

successfu lly achieved with
the following rcalized in
theFY24f25;
Refurbishment of the
Antenna for data
acquisition; Installation
of antenna conhol unit:
Refurbishment of the
building to host the centre
in Malindi, the preparation
of the room to host the

Nairobi node of the project,
shipment of tlre assorted

equipment is ongoing with
the final installation and
raining of staff projected
for the Ql of FY25D6.

50 50

Yol*vel of
completion of
Earth
Observation
Data
Processing
Centre

KSA tully
Operationalized

Kenya Space
Agency

National Space
Management

xxxvll
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-Data Hub established at
KSA

l0 5
-Decision support product
developed and uploaded
-Geoportal visualization
interface developed.
-Design works for building
complete

%oLevel of
Completion of
Centre for
Microsatellite
Development

30 5 -25 -Construction at Malindi
Space Centc to bcgin in
lst Quarter FY 2025/26

o/o Level of
completion of
Astronomical
Telescope
Observatory

l0

-Project Concept Note
Complete
-TORs for transactional
Advisory Services for
fcasibility study done and
submined to PPP

Directorate
-PS-NT has approved
procurement of
Transactional Advisory
Scrvices

YoLevel of
Completion of
Spaceport

10 l0

-Feasibility study to begin
in lst Quarter FY 2024126
-Ground station activity
Operationalized

% Level of
Completion of
Sarcllite
Ground Station

100 75 -25
-Data processing software
procured

xxxvlll
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o/o Level of
Completion of
Spatial Data
Infrastructure

-5

50 40

The stn-rcturc for the
Optical telescope
observatory is ready for
equipping with a telescope.
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-Training of operators on
ground segment operarions

-Training of users on Data
processing ongoing
-Evaluation of
commercialization of
Ground Station as a service
ongoing

100 o

The final draft of Kenya
Space Policy 2025 and the
Kenya Space Bill 2025
have been forwarded to the
CS Defencc for
consideration and further
action

The Kenya
Space Bill r00

4 -6

Agency has advertised four
positions. Interview to
begin in the I st Quarter FY
202.5126

No. of staff
Recruited

l0

-Agency has procured
architectural scrvices for
designcd drawing of KSA
HQs

2 -8

-Model under development.

Level of
completion of
KSA HQS

l0

Space
Infrastructure
Developed

xxxlx
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9. Governance Ststement

The Ministry of Defcrrce is headed by Cabinet Secretary. The Ministry has a civilian wing headed

which is headed by Cabinet Secretary with the Principal Secretary as thc Accounting ollicer and the

Kenya Defence Forces headed by Chief of Defence Forces. The KDF is managed by the Defence

Council rvhich is headed by the Cabinet Secretary of Ministry of Defence and has membership of the

CDF, KDF Service conrmanders and the Principal Secretary of the Ministry of Defence.

The Defence Council is responsible for the overall policy, control, and supervision of the Kenya

Defence Forces; and perfonns any other firnctions prescribed by national legislation.

Cornpliance rvith Statutory Requirements

The Ministry complied with all applicable stBtutory requirements in the preparation and presentation

ofthe financial statements for the year ended 30th June, 2025. These financial statetnents havc been

prepared in accordance with the provisions of:

The Ministry ensured timcly submission of the financial and non-financial statements to the Office of

the Auditor-General and the National Treasury in compliance with Regulation 221(l) of the PFM

Regulations,20l5, as revised by Treasury Circular Ref. No. AG.3/88 Vol. VII (41) of 4th December,

2024.

Additionally, all procurement activities rvere conducted in line with statutory provisions and ethical

standards as stipulated under the Public Procurement and Asset Disposal Act, 2015.

MaJor Risks Facing the Ministty

In the execution of its mandate to safeguard national sovereignty and tenitorial integrity, tlrc Minisry

of Defence (MoD) operates in a dynarnic environment characterized by operational complexity,

a
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o The Constitution of Kenya,20l0;

a The Public Finance Management (PFM) Act,2012;

a The Public Finance Management Regulations,20l5;

o The Public Procuremeut and Asset Disposal Act, 2015;

a The Public Audil Act, 2015;

a Relevant Treasury Circulars and Instruclions;

a International Public Sector Accounting Standards (IPSAS), as adopted in Kenya.
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evolving security threats, and budgetary conslraints' The Ministry recognizes the following key risks

that could impact its performance and financial accountability:

a. Insecurity and Armctl Conflict in Operational Areas

b. Budgetary Constraints nnd Delayed Exchequer Releases

Inadequatc budget allocations and delays in release of funds affcct the timely execution of planned

defcnce programs, procurernent of equipment, infrastructure development, and settlenrent of pending

bills.

c. Disruptions in the Dcfence Supply Chain

The Ministry relies on both local and intemational suppliers for the procuretnent of essential military

equipment, food rations, fuel, nredical supplies, and construction materials. Disnrptions in the global

or regional supply chain--{ue to geopolitical tensions, import restrictions, delays in clearance at ports,

supplier insolvency, or logistical challenges-pose a significant risk to operational readiness and

tirnely project irnplementation.

tl. Human Resource Rishs

The Ministry continues to experience the loss of highly qualified and technically skilled pcrsonnel to

intcrnational organizations, foreign nrilitaries, NGOs, and private scctor entities offering more

competitive remuneration, improved working condilions, and broader career dcvelopment

opportunities.

Loss of such critical personnel affects institutional memory, weakens operational capacity, delays

nrission execution, and increases training and recruitment costs'

a

e. Drvindling Military Training Areas

xli

The Ministry operates in regions prone to insecurity, cross-border tlueats, and tcrrorisrn (e.g., northern

Kenya and border areas). These conditions expose persomel and assets to risk and hinder projcct

implementation, physical verification of assets, and logistical operations.
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The Ministry of Defcnce faces a growing challenge of diminishing access to suitable and secure

military training grounds. This is due to increasing population growlh, urban developrnent, latrd

encroaclunent, and cotnpeling land use in traditional training areas, These developrnents restrict the

ability to conduct effective military drills, live-fire exercises, and field training essential for

operational readiness.

The continued loss of trairfng grounds may lead to reduced troop preparedness, increased training

costs, safety concerns, and potential conflicts with surrounding comnunities.

f) Mnterial ArreRrs in Statutory and othcr Financial Obligations

The Ministry did not incur any material an'ears in statutoly or other financial obligations during the

period to which these financial statements relate. All obligations falling due within the financial year

rvere settled in a tirnely manner, in compliance with applicable laws and regulations.
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10. Mnnagcnrent Discussiotr and Analysis

Dcvelopntent Vote

Fincncial Year
Butlget
Kshs

Expenditure
Kshs

Variance
Kshs

2019-2020 8,053,465,618 1,590,684,440

2020-2021 9,742,786,689 628,805

2021-2022 6,079,897,746 t02,2s4

2022-2023 3,365,350,874 | ,617 ,861,464

Recurrent Vote

Expcnditure
KshsFinancial Year

7,408,439,20199,668,077,294I 07,076,5 16,495

6,712,304I 12,519,133,5062020-2021

2,011,276,965130,608,604,247202t-2022

8, I 85,671 ,968127,429,811,232I 35,61 5,483,2002022-2023

21,271,473,024131,757,113,592I 53,028,586,6162023-2024

27,535,307,680144,678,8 10,868172,214,1t8,5482024-2025

o

xliii

The Budget of the Ministry has in the last three financial years shown a steady inctease the budget

provision. This has been occasioned by the Ministry having new Semi-Autonornous State Agencies.

This includes Kenya Shipyards Limited, National Telecommunication Security Services, Kerrya Meat

Comrnission and Kenya Space Agency and National Defence University. The Ministry has also seen

its workforce increase in number due to recruilment in both lhe civilian and the military.

The Ministry has also been engaged in construction of regional hospitals in KDF barracks to provide

medical services to service personnel and their families and Ulinzi Sports Complex.

Over the years, variance in budget has been because ofunder issue ofexchequer, resulting irr Pending

Bills which has affectecl the budget in the subsequent financial years. In the FY 2024-2025 the

Ministry was able to receive all tlrc exchequer requested hence the Ministry has no carry over bills

arising from implementation of Budget fotFY 2024-2025.

9,644,150,058

9,742,157,884

6,080,000,000

1,747,489,410

Budgct
Kshs

Variauce
Kshs

2019-2020

n2,512,421,202

128,597,327,282
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3,534,000,000 3,645,596,980 -l I1,596,980

2023-2024 2,720,000,000 t,443,746,686 t,276,253,3r4

The Budgct of the Ministry has in tlre last three financial years shown a steady dccreasc thc budget

provision. However, in Financial Year 2024-2025 thc Ministry had no Developrnent budget funded

by the Exchequer.

Revierv of the Economy and Sector

a. Globnl Economy

The global economy demonstrated resilience in2024, despite facing challenges such as high energy

and food prices, as well as tighter monetary policies. Global real GDP increased by 3.2 percent in

2024, comparcd to 3.3 percentin2023. Advanced cconomies experienced stable growh of 1.7

percent, primarily supported by easing rnonctary policies, strong donrestic denrand, and increased

investment. In corrtrast, ernerging markets and developing economies (EMDEs) saw a decline in

growth frorn 4.4 percent in 2023 to 4.2 percent in 2024, mainly due to disruptions in cornrnodity

production and shipping. [n2024, the real GDP of Sub-Saharan Africa (SSA) grew by 3.8 percent,

while the East African Comrnunity (EAC-5) region recorded a growth of 5.4 percent, largely driven

by government spending, productivity in the service sector, and regional trade.

b. Domestic Economy

1n2024, Kenya's real Gross Domestic Product (GDP) grew by 4.7o/o, down from a revised growth of

5.7%o in 2023. This growth was observed across most sectors of the economy. Specifically,

Agriculture, Forestry, and Fishing grew by 4.604, compared lo 6.6%o growlh in 2023. Other sectors

that experienced notable growth included Financial and Insurance Activities (7.6%), Transportation

and Storage (4.4%), and Real Estate (5.3%). Horvever, lhe construction sector experienced a

contraction of 0.7%, a decline from a growth rate of 3.0% in 2023. Similarly, mining and quanying

recorded a significant contraction of 9.2o/o, compared to a contraction of 6,5% in2023. This decline

was reflected in reduced production of key minerals, including conslnlction materials, titanium, salt

(cnrde), and gemstones.

c. Publlc Finance
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In lerms of public finance, the National Government's revenue grew by 13.4 percent, reaching Kshs

3,115.5 billion in 2024/25. This amount includes Kshs 2,535.6 billion in tax revenue, Ksh 529.6

billion in non-tax revenue, and Kshs 50.3 billion from grants. Total expenditurc increased ftorn Kshs

3,605.2 billion in 2023t24 to Kshs 3,978.3 billiou in 2024125, resulting in a budgct deficit of Kshs

862.7 billion. As of the end of June 2024,thenational govemment debt was estirnated at Kshs 9,955.6

billion. Interest payments on this debt rose from Kshs 840.7 billion in 2023124 to Kshs 995.8 billion

in2024125.

d. Outlook ln 2025

Kenya's economy is projected to remain resilient and stable in 2025. This anticipated growlh is

expected to be driven by a strong services sector and improved agricultural productivity, supported

by favourable weather conditions and the distribution of subsidized fertilizers and seeds by the

govetrunent. The positive outlook is further supported by a stable macroeconomic environment and

steady international oil prices. Inflation is projected to stay within the government's target range of

2.5Yo to 7.5Yo, aided by low non-food and non-fuel inflation, reduced food and energy prices, and a

stable exchange rate. The declining interest rates are expected to continue fostering growth in private

sector credit, boosting economic activity and accelerating overall growth, Additionally, enhanced

imptementation of priority value chains under the Bottom-Up Economic Transfotrnation Agenda in

key areas such as Agricultural Transforrnation, the Micro, Small, and Medium Enterprise (MSME)

Economy, Housing and Settlement, Healthcare, and the Digital Supelhighway and Creative

Economy-supported by identified enablers-rvill prornote inclusive growth, lower the cost of living,

eradicate hunger, create jobs, expand the tax base, and irnprove forcign exchange balances' On the

demand side, aggregate demand is expected to rentain robust, bolsteled by both public and private

sector activities, stronger exports ofgoods and services, and sustained rcmittances from lhe diaspora.

Revicw of the Sector (Defence)

During thc period under review, the Ministry of Defence focused on its core mandate as provided in

the Constitution of Kenya 2010, the KDF Act 2012 and the Executive Order No.2 of 2023.

Specifically, the Ministry:

a. Defended and protected the sovereignty and teritorial integrity of the Republic by intensi$ing

border patrols against land, air, maritime, cyber and infonnation-based th'reats.

b. Enhanced KDF capabilities and capacity by maintaining appropriate marudng availability,

trained persomel and operations equiprnent readiness.

a
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c. Conducted disaster management in collaboration with other authorities. Sorne of the

operations include: Close Operations in North Eastern and Upper Eastern Region, Operation

Maliza Uhalitu (OMU) in the North Rift Region.

d. Fostered International and Regional Peacc and Security in the country line with Article 240

(8) (a) by deploying KDF whenever called upon.

e. Undertook Htunanitarian Civic Action (HCA) Activities such as drilling boreholes in various

Counlies, construction/rerrovation of schools in various counties, and constructiorr of

hospitals.

f. The Ministry enhanced environmental protection activities by planting trees in various parts

of the country under tree growing strategy.

Future Developnrent

In the medium term, the Ministry will continue to discharge its conslitutional mandate as provided for

in Article 241(3) (a), (b) & (c) using the available resources to foster defence for national

development. Specilically, the Ministry will focus on modemization of the military systems and

equipment to enhance operational effectiveness in safeguarding the country against security threats.

The Ministry will also enhance collaboration with other MDAs as well as the regional and

international community to promole socio-econornic developrnent in the country. Key areas of focus

are:

Modernlzetlon of nrllitrry systems: Modernization of security infrastructure and systems to enhance

effrciency and responsiveness to internal and external security thleats. The project targets acquisition

of modern security equipment and maintenance of military security equipment.

National delence and security: The project airrrs at defending and protecting the sovereignty and

teritorial integrity of the Republic of Kenya. It entails creating of a secure and peaceful environment

for socio-econornic development for all sectors and iuvestors tluough land, national air space, and

territorial water defence.

Cyber security and intelligence: The project entails strengthening national information security to

improve capabilities to detect, mitigate, report and respond to cyber security ttueats. It involves

establishing and operationalizing a data centre, a data recovery site and a cyber security operation

centre, and undertaking research and innovation in cyber security and intelligence.

,

o

t

t

o

o

O

o

O

MINISTRY OI? DEI'ENCE

a

a

a

xlvi



a

o

a

a

a

o

t

o

o

a

MINISTRY OII DEFENCE
Arruual Repo rt nnrl Financinl Stntenrcnts for thc ycar entled June 30,2025.

Security enterprises revenuc generatiou: The project targets to enhance efficiency in security

enterprise operations and revenue generation by: lransfonning the prisons enterprises; rnechanizing

prisons farms; establishment of irrigation projects; acquisition of livcstock; construction of farm

stores; acquisition of assorted equipment; and construction of workshops/stores.

Manlfacturing of security hardware, rnnchinery and equipmcnt: The programme aims at

increasing manufacturing and supply of rnilitary and other security organs hardrvare, machinery, and

equiprnent. It will entail establishing additional production lines, and manufacturing and supply of

small arm and ammunitions to security agencies.

Shlp butldlng, repairs and mnlntenance: The programme entails leading and catalysing the

introduction of a new shipbuilding industry in Eastern Africa with a foctts on meeting the local

dernand from Kcnya Navy, MDAs with maritime assets, and other public and private domestic and

regional ctients. Thc programme will entail acquiring additional tools and production equipment for

Kenya Shipyards Limited, canying out of repairs, rnaintenance, refitting and convertirrg Government

vessels.

a
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11. Environmental and Sustalnability Reportlng

The Ministry of Defence' primary mandate is to defend and prolect the sovereignty and territorial

integrity of the Republic of Kcnya.

Its secondary mandate is to assist and cooperate with other authorities in situations of ernergency or

disaster and restore peace in any parl ofKenya affected by unrest or instability as assigned.

Envirorunent, Social and Governance ideals are firstly espouscd in Kenyan legislation within thc

provisions of the Constitution of Kenya 2010 (Constitution). With resp€ct to environmental ideals,

the right to a clean and healthy environrnent is set out as a fundamental human right in Article 42 of

the Constitution. Furthermore, Article 69 of the Constitution irnposes an obligation on lhe

Govenrnrent of Kenya (GoK) to protect aud conserve the envirorunent. It further renders its guidance

to land managcrncnt in articlcs 60 and 66 by ernphasising the principles pronroting sustainable

exploitation, utilization, managernent and prcservation of the environment.

The Ministry of Defence manages I broad range of ESG programs acloss its opcrations. We asses and

identiS issues that impact OR be impacted by our operations on an ongoing basis.

Environmentnl
i. Clirnate change, pollution and waste are prominerrt consideralions by the Ministry that

continue to endanger both its operations and social-economic welfare of its members and the

communities that the Ministry operates in.

ii. The Ministry broad based strategy in mitigating the factors above the Ministry has

endeavored to

iii, Managing environmental risks, including clirnate-related risks.

iv. Minirnizing the environrnental impacts of our physical operations.

v. Partnering with organizations to advance sustainable developnrent.

Social

In this pillar we consider the eflect of Ministry's practices regarding social issues. Its broad-based

strategy include improving employee welfare, custorners rvelfare and community welfare.

The Ministry's broad-based strategy in pronroting social sustainability include
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i. Social Inrpact under the Hurnanitarian Civic Action, HCA activities.
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a) Strengthening community bonds through medical camps in neighboring communities,

scholarship to needy families, distribution of foodstuff to the needy, access of water

through boreholes and distribution oftanks.

ll Sustainable employee practices and welfare itnprovement

a) Having a wellness center dedicated to employee welfare. Family wellness promotion

activities under the Military Wives Association Kenya.

b) Promoting diversity, equity and inclusion including fair recruitment and including

employment of persons with disability (PWD) in the Ministry employee cadre.

c) Continuous wellness sensitization prograrns to promote employee health

The governance pillar refers to how the Ministry operates internally and its organizational behaviour.

a) Provide fair compensation to employees,

b) Ensure cmployee diversity,

c) Eliutinate Bribery, Fraud and corrttption,

e) Fair payrnent,

a) Sustalnability strategy and profile

The Ministry of Defence (MOD), tkough lhe Kenya Defence Forces (KDF), has firmly embedded

environmental sustainability as a cornerstone of national security. Recognising that environmental

degradation and climate change directly influence stability, operational effectiveness, and resilience,

MOD has integrated environmental safeguards into defence operations and planning. Guided by the

Defence Environmental and Sustainability Policy, adopted in September 2024,Defence has aligned

its programmes with the Constitution of Kenya, the National Environment Policy 2013, the National

Landscape and Ecosystem Restoration Strategy (NLERS), and international frameworks such as theo

o
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GovernRnce

The Ministry errdevours to:

d) Prornote ethics and values,
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Paris Agreernent and lhe Sustainable Development Coals (SDOs). The Defence Envirorunental and

Sustainability Policy sets out clear objectives, including reducing greenhouse gas emissions by at least

50% in ten yeals, strengthening resource efliciency, and enrbedding clinrate risk analysis into all

operations. This policy envisions Defence as a key player in sustainablc national development while

supporting the broader goal of"Total National Defence,"

b) Environmentel perfontrance /clirnnte change/ nritigation of natural disastcrs

ln FY 2024/2025, ecological rcstoratiou cfforls were intensified under the Envitonnrental Soldier

Progranrme (ESP) and the Accelerated Tree Growing Programme. These prog,rammes form the

principal vehicle through which Defence contributes to NLERS and to the presidential directive to

grow l5 billion trees.

During this period, MOD generated 49,335,966 seedlings and planted 47,851,490 trees, achieving a

fifth-place ranking nationally arnong Ministries, Departmetrts, atrd Agencies.

By the third quarter, 34.8 rnillion seedlings had been produced and 24.8 million planted within the

financial year. To date, over 76 million seedlings have been planted curnulatively, rvith progress

tracked on the Jaza Miti platform.

Restoration activities included rehabilitation of degraded landscapes, river clean-ups such as the

Nairobi River, and planting of 650,000 mangroves along the coast to improve marine ecosystetns and

buffer coastal comrnunities.

Specific sites adopted for large-scale restoration include Sururu and Bahati forests, Keringet and

Olbanita wetlands, Lorian Swamp and Darajani Springs, Maragoli Hills, Konza City, Dongo Kundu

and Mida Creek.

c) Employee rvelfare

d) The Ministry is guided by various Goverrunent policies in recruitrnent of pcrsonncl,

specifically the Public Service Conrrnission polices and guidelines. The recruitment takes into

consideration one third gender ratio.

e) Tlrc Ministry has continued lo train its staff to enhance performance and facilitate career

devcloprnerrt. Promotion, re-designation and job enrichment arc the key strategies applied in

proruotitrg employee career grorvth.

f) All employees are placed on annual performance appraisal system. The Ministry has a

reward/sanction system based on perforrnance.
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g) The Ministry has implernented various measures to comply rvith the Occupational, Safety and

Health Act, 2007. These include development of ministerial guidelines on health and safety

management, lraining of personnel on OSHA as well as provision of Personal Protective

Equiprnent to staff.

In addition;

The Kenya Defence Forces (KDF) aligns its policy on safety and health with the provisions of the

Occupational Safety and Health Act (OSHA) 2007.|n accordance with Section 6 of the Act, KDF

bears the statutory duty to ensure the safety, health, and welfare of all personnel under its command.

This is operationalized through proactive risk assessments, the implementation of safe systems of

work, and lhe maintenance of a secure and hazard-free environment. These efforts are embedded

within the broader doctrine of force protection and form a critical component of strategic readiness.

KDF's commitment to zero harrn also extends lo duty-specific protectivc equipment and medical

surveillance protocols.

h) Operationalpractices

The Ministry maintains good relations with its suppliers. The Ministry continuously improves its

systems to enable it to serve its customers better, Despite exchequer challenges the Ministry strives

to ensure payments are paid whenever funding is available promptly while prioritizing payment of

Carry-Over bills as First Charge in circumstances that lhe Ministry has Carry-Over bills.

i) ComrnunityEngagemenls-

O

Ii

o

The Ministry of Defence (MOD) continues to unde(ake various HCA programmes to support

vulnerable communities nationwide. The objectives of these programmes include winning the hea(s

and minds (WHIMS) of the local populacc in Operation Areas (Ops Areas), alleviating resource-based

conflicts in the Arid and Semi-Arid Lands (ASALs) and offering relief during emergencies and

disasters.

At peacetime locations, the programrnes entail the provision of survivability services, mainly

enhancing access to potable water th(ough the sinking ofboreholes, the construction ofwater pans,

and the opening of access roads for economic activities.
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The HCA programntes are also directed towards climate change nritigation, particularly in

areas that are drustically affected by environmental degradation arising from increasing population

and inordinate human activilies.

During the FY 2024125, MOD was involved in various HCA projects addressing critical

infrastructure to various cornmunities as follows:

l. Reconstruction of schools affected by banditry activities under OPERATION MALIZA

UHALIFU (OMU) in the North Rift region. The main cornponenls of the schools'

infrastructure restoration involved renovations to facilities that rvere in fair shape and

construclion of additional basic facilities such as Classroonts, Adnrinistration Blocks and

Staffroorns, Bathroonrs and Latrines for Boys and Girls, Kitchens, StaffAccommodation and

Sanitation, and Laboratories and Dormitories where applicable. The projects have had a

significant impact on the local cornmunities, including incrpased school enrolment,

improved academic perfonnance, cornmunity stability, attraction of suitable teaching

staff, creation of selected boarding schools and enhanced learning enviromrent cotnplete

with all the required basic infrastructure.

Among the schools that benefitted frorn these activities included Kapedo Mixed secondary

school, Lornelo Prirnary School and Loyapat Prilnary School in Turkana Coutrty. Also, Kositei

Primary School, Chesitet Primary School, Chepkesin Primary School, Mukutani Primary

School, Kapindasum Prirnary School among others in Baringo County. Olhers included Pura

Primary, Baragoi Primary in Saurburu County.

2. Sinking of Boreholes to Communities nationwide and at KDF training areas and Forward

Operatiou Bases (FOBs) in the North Eastern region and in other parts of the country. The

objective of sinking boreholes and water pans was to provide reliable and safc sources of

water in arid and semi-arid regions (ASALS). This irritiative aims to alleviate rvater scatcity,

support agricultural activities, and enhance the overall quality of life for local communities.

The Ministry through KDF was able to sink 33 boreholes in different locations across the

enlire country. The intpact ofsinking borcholes is to facilitate access to clean water for

consumption and agricultural activities. The provision of boreholcs and water pans ensures

that comrnunities have proximal access to clean and safe drinking rvater, rcducing the

incidence of waterborne diseases in humans and livestock. With a reliable lvater sotuce,

local conrmunities can inigate their crops, leading to irnproved agricultural productivity, food

security, and econoutic ernpowennent
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Among the areas where boreholes were drilled include Elwak Airstrip FOB, Recruits Battle

Carnp Training in Kapedo, Baringo County, Dadajibula FOB Equipping and Plumbing Works.

DiffFOB Equipping and Plumbing Wor{<s,14 Engrs Bn Borehole Solarization, Lanet Regional

Hospital, Nakuru County, Kenya Military Academy, Nakuru County, Solarization of Thika

Garrison HCA Borehole, Kiambu County, CDF Drilling Reserve Materials for 14 Engr Bn,

Hamey FOB, Kibiko Athletics Centre in Ngong, Kajiado County, Wajir Airbase Borehole

equipping and plumbing malerials.
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12. Statement of Manageutent Responsibilities

Section 8l (l) of the Public Finance Management Act,20l2 requires that, at the end of each financial

year, the Accounting Oflicer for a National Governnrent MDA shall prepare financial statements in

respect of that MDA. Section 8l (3) requires the firuncial statements so prepared to be in a form that

complies wilh relevant accounting standards as prescribed thc Public Sector Accounting Standards

Board of Kenya from timc to tinle.

The Accounting Officer in charge of the Ministry of Defence is responsible for the preparation and

preseltation of the Ministry's financial statements, rvhich give a true and fair view of the state of affairs

of the Minisrry for and as at the end of the financial year (period) ended on June 30, 2025. This

responsibility ilcludes: (i) maintairring adequate financial management arrangelnents and cnsuring

that these continue to bc effective tluoughout the reporling period, (ii) rnaintaining proper accounting

records, which disclose with reasonable accuracy at any time the financial position of the Ministry,

(iii) dcsigning, implementing and maintaining internal controls relevant to the preparation and fair

presentation of the frnancial statements, and ensuring that they are free flrom ntaterial misstatemenls,

whether due to error or fraud, (iv) safeguarding the assets of the Ministry; (v) selecting and applying

appropriate accounting policies, and (vi) nraking accounting estimates that are reasonable in the

circumstances

The Accounting Officer in charge of the Ministry of Dcfence accepts responsibility for the Ministry's

financial statements, which fiave been prcpared on the Accrual Basis Method of Financial Reporling,

using appropriate accounting policies in accordance with International Public Sector Accounting

Standards (IPSAS). The Accounting Oflicer is of the opinion that the Ministry's financial statements

give a true and fair view of the state of Ministry's transactions during the financial year ended June 30,

2025,andof the MDA's financial position as at that date. The Accorrnting Officer furthcrconfirms the

completeness of the accounting records maintained for the Ministry, which have been relied upon in

the preparation of thc Ministry's financial statements as well as the adequacy of the system of internal

controls,

a
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The Accounting Offrccr in charge of the Ministry of Defence confirms that the Ministry has cornplied

fully with applicable Govemment Regulations and the terms of extemal financing covenants (where

applicable), and that the Ministry's frrnds received during the year under audit were used fior the eligible

a
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purposes for rvhich they were intended and were properly accounted for. Further the Accounting Officer

confirms that the Ministry's financial staterneuts have been prepared in a florm that conrpligs with

relevant accounting standards prescribed by the Public Sector Accounting Standards Board ofKenya.

Approval of the financial staternents

The Ministry's financial statemeuts were approved on a! \ rt- 2025 and signed by:

t0.t

Na Dr. Patricl< Mariru,PhD,CBS

ccoun ting Officer

lix
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REPORT OF THE AUDITOR.GENERAL ON MINISTRY OF DEFENCE FOR THE YEAR
ENDED 30 JUNE 2025

PREAMBLE

I draw your aftention 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 LaMulness 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.

An Unmodified Opinion is issued when the Auditor-General concludes that 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 Ad,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

Opinion

I have audited the accompanying transitional IPSAS financial statements of Ministry of
Defence set out on pages 1 lo 72, 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 statement of comparison of budget and actual

Report of the Auditor-Ceneral on Ministry of Defence for the year ended 30 June, 2025
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amounts for the year then ended and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the information and explanations which to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, the transitional IPSAS financial statements present fairly, in all material
respects, the financial position of the Ministry of Defence as at 30 June, 2025 and of its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Public SectorAccounting Standards Accrual Basis (including the transitional
provisions permitted under IPSAS 33) and comply with the Public Finance Management
AcL,2012 and The National Treasury and Economic Planning Circular No.3 of 14 April,
2025.

Basis for Opinion

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

Key Audit Matter

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

Other Matter

ln the prior year audit report, several issues were raised under Emphasis of Matter, Report
on LaMulness and Effectiveness in Use of Public Resources, and Report on

Effectiveness of lnternal Controls, Risk Management and Governance. These include
pending accounts payable, stalled infrastructure modernization and development
projects, Agency funding and enhancement of governance systems for security related
expenditures. Review of the status during audit of the Ministry in 202412025 revealed
that the issue on stalled infrastructure modernization and development projects and issue
on enhancement of governance systems for security related expenditures remained
unresolved.

Other lnformation

The Management is responsible for the Other lnformation set out on page iv to lix which
comprise of Key MDA lnformation and Management, Profile of Cabinet Secretary, Profile

Report of the Auditor-General on Ministry of Defence for the year ended 30 June, 2025
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of Accounting Officer and Key Management, Foreword by Cabinet Secretary, Statement
by the Accounting Officer, Statement of Performance Against Predetermined Objectives,
Governance Statement, Management Discussion and Analysis, Environmental and
Sustainability Reporting, and 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 Ministry of Defence 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 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 thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

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
Lawfulness 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 lav'rfully and in an effective way.

Basis for Conclusion

Report of the Auditor-General on Ministry of Defence for the year ended 30 June, 2025
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1. Stalled lnfrastructure Modernization and Development Project

Review of project progress and implementation status reports indicated that the Ministry
initiated construction of a level six (6) Referral Hospital in Kabete-Nairobi in January 2022
at a contract sum of Kshs.18,889,083,433. However, the project stalled at 20o/o

completion level and is past the expected completion date of January 2025. Cumulative
certified works and payments as at 30 June, 2025 amounted to Kshs.2,902,054,096.
Physical verification carried out in the month of June, 2025 revealed that the contractor
was not on site and no work was ongoing. Further, Management did not disclose
measures and strategies put in place to revive and complete the stalled project.

ln addition, evidence that the contractor renewed the performance bond was not provided
for audit review. This was contrary to Section 72(l) of the Public Finance Management
Acl,2012 which states that the Accounting Officer for a national government entity shall
be responsible for the management of the entity's assets and liabilities, manage those
assets in a way which ensures that the national entity achieves value for money in
acquiring, using or disposing those assets.



ln the circumstances, the value for money for the expenditure of Kshs.2,902,054,096
incurred on the stalled project could not be confirmed.

2. Construction of Talanta Sports City at Jamhuri Sports Ground

The Ministry entered in to a two (2) year contact with a foreign contractor on26May,2024
for design, building and equipping of Talanta Sports City at contract sum of
USD 344,514,966 (Kshs.45,848,051,675). The Ministry of Sports Culture and Social
services transferred the procuring responsibility and a total of Kshs.2,009,756,437 to the
Ministry of Defence. Review of documentation provided for audit revealed the following
u nsatisfactory matters ;

(i) The contract was awarded through direct procurement method which did not
meet competitive procurement and direct procurement criteria demanded by
Section 91(1)and Section 103(2)of the Public Procurement and Disposals Act,
2015.

(ii) The National Treasury had approved project funding of Kshs.35Billion which was
to be drawn from the Sports and Arts Social Development Fund over a six (6)
years payment plan against a contract amount of Kshs.Kshs.45,848,051,675
resulting to an unsupported price variation of Kshs.10,848,051 ,675.

(iii) The project implementation report as at 1 June, 2025 indicated that the project
was at 44.54o/o completion levelwith 15 months to expected contract completion
date while cumulative payments to the contractor amounted to
Kshs.2,000,000,000 or 4.5o/o as at June, 2025. However, late payments will
attract an interest at 3% (above the Central Bank of Kenya average rate for base
lending prevailing as of the first day the payments becomes overdue) in
accordance with Article 3.5 of the contract agreement resulting in additional
avoidable project expend iture.

(iv) Clearance from the Attorney General for the award of the contract was not
provided.

Subsequent information indicates that a Deed of assumption of payment obligations was
signed on 22 July,2025 between the Government of Kenya represented by the Principal
Secretary, Ministry of Defence, Sports Kenya and a Trustee transferring the duty and
obligation of making subsequent payments to the Trustee. Similarly, the contractor signed
a consent agreeing to the transfer of duty and obligation of making subsequent payments
to the Trustee on behalf of the Ministry of Defence. The changes in funding model were
aimed at ensuring that the project was fully funded to completion. However, full details of
the new funding model have not been provided, hence the need for a special audit to
determine value for money in achievement of the project.

Report of the Auditor-General on Ministry of Defence for the year ended 30 June, 2025
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3. Construction and Equipping of Bomas lnternational Conference Center

The Ministry entered into a contract with a foreign contractor on 18 March, 2025 for the
construction and equipping of Bomas lnternational Convention Complex (BICC) at a
contract sum of USD.324,090,561.49 (Kshs.41,904,909,600) for a contract period of
twenty-four (24) months. The State Department for Culture, Arts and Heritage transferred
to the Ministry of Defence the procuring responsibility for design, construction and
equipping of BICC. However, review of documents provided for audit revealed the
following unsatisfactory matters;

(i) The Accounting Officer approved request for authority for direct procurement on
17 February,2025 while the procurement proceedings had already commenced as
evidenced by the tender invitation documents and site visit certificate dated 13 and
14 of February,2025. This was contrary to Section 69(2) of the Public Procurement
and Asset DisposalAct, 2015 which states that no procurement approval shall be
made to operate retrospectively to any date earlier than the date on which it is made
except on procurements in response to an urgent need.

(ii) The contract agreement provided for a repayment plan of nine (9) instalments
payable within a period of 24 months while The National Treasury approved
financing provided for ten (10) years deferred payment plan which was not
consistent with contract agreement.

(iii) Review of the budget for the State Department for Culture, Arts and Heritage for
202412025 financial year does not include development budget allocations towards
design, construction and equipping of BICC.

(iv) As at 30 June, 2025, the Ministry had received cumulative disbursements of
Kshs.1,730,000,000 from the State Department for Culture, Arts and Heritage, out
of which Kshs.1,450,000,000 or 3.460/o was paid, being partial payment forthe 10%
(USD32,409,056.15 approximately Kshs.4,190,490,960) advance payment. The
project progress report dated 02 July, 2025 indicated 12.9o/o completion level while
payment was at 3.460/o.

ln the circumstances, Management was in breach of the law and the Government is likely
to incur penalties and charges where there is delay in making payments.

4. Proposed Development of Residential Houses Project

The Ministry entered into a contract with a foreign contractor on 17 January,2024 for
design, building, developing and financing of residential accommodation for the Kenya
Defence Forces with a local company financing the project. The pro.iect was approved by
The National Treasury and the Public Private Partnership (PPP) Directorate. Clearance
from the Attorney General was also obtained. A deed of novation was signed by the
Ministry, the contractor and the financing company. The project company and the
contractor signed a contract on 19 March ,2024 at a contract sum of Kshs.4,346,784,538

Report of the Auditor-Ceneral on Ministry of Defence for the year ended j0 June, 2025
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inclusive of VAT to construct 3,069 residential units in five sites deliverable in two years.
The project company and the Ministry was to contribute Kshs.3,346,784,538 and
Kshs.1 ,000,000,000 respectively towards cost of the project.

Further, the Ministry was to make post construction additional payments of
Kshs.6,500,000,000 in fifty-two (52) quarters at Kshs.125,000,000 per quarter from
Ministry's rent Appropriations-ln-Aid. However, the following unsatisfactory matters were
noted;

The Ministry (contracting authority) did not undertake mandatory feasibility study
of the project under the direction of the PPP Directorate to determine the project's
viability including; technical, legal and land requirements, social, economic and
environmental impact and affordability and value for money as required by Section
32 of the Public Private Partnership 4c1,2021.

lt

t

IV

The Ministry's cumulative rent collection amounted to Kshs,1,035,199,000 as at
30 June, 2025. The Ministry, with initial available capital of over
Kshs.1,035,000,000 and yearly average rent collection of over Kshs.500,000,000,
had enough capacity to finance and complete the same project in a phased-out
approach within a period of five (5) to seven (7) years considering increased rent
collection from completed housing unit.

The contracting authority will incur cumulative financing charges of
Kshs.3,153,215,462 on project company's financing contribution of
Kshs.3,346,784,538. However, no evidence was provided on whether the
contracting authority considered the strategic and operational benefits of the public
private partnership arrangement compared to the development of the facility or
provision of the service by the contracting authority. This was contrary to Section
30(2) of the Public Private Partnerships Act, 2021.

Review of land ownership documents revealed that the land ownership in one of
the sites in Nairobi had previously been disputed with a court ruling delivered on
19 May, 2025 in favour of the Ministry. However, the Ministry is yet to obtain official
title for the land under its name. Further, land ownership of the five sites is not
specified in the project agreement in accordance with third schedule of the Public
Private Partnerships Ac| 2021 .

An agreement between Ministry of Defence and an independent expert was signed
on 27 May,2024 pursuant to Section 73(2) of the Public Private Partnerships
Act,2O21 providing for payment of Kshs.26,000,000 inclusive of VAT shared
equally between the contracting Authority and Project company. This is contrary
to Section 73(3) of the Public Private Partnerships Act,2O21 which states that the
cost of hiring an independent expert under subsection (2) shall form part of the
project cost to be borne by the private party.

ln the circumstances, Management was breach of the law

Report of the Auditor-General on Ministry of Defence for the year ended j0 June, 2025
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5. Non-Compliance with One-Third of Basic Salary Rule

During the year under review, three hundred and forty-two (342) employees earned net
salaries of less than a third (1/3) of the basic salary. This was contrary to Sectionl9(3)of
the Employment Act, 2007 which states that all deductions made by an employer from
the wages or salaries of his employees at any one time shall not exceed two thirds of
such wages or salaries.

ln the circumstances, Management is 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 effects of the matter 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.

Basis for Conclusion

Enhancement of Governance Systems for Security Related Expenditures

During the year under review, the Ministry incurred some expenditure on confidential
security operations. A certificate of confidential expenditure was issued, supported by a
declaration from the Accounting Officer affirming proper use of funds in compliance with
Regulation 101(5) of the Public Finance Management (National Government)
Regulations, 2015.

As previously reported, there is need to enhance accountability of confldential
expenditures through review of the Regulations to clearly define entities eligible for
confidential security related expenditures and to specify what constitutes security related
operations. Further, entities should establish internal oversight mechanisms and
processes that include detailed budget projections and post-operation financial
summaries to address risks and ensure responsible use and accountability of the funds,
beyond the certificate.

Report of the Auditor-General on Ministry of Defence for the year ended 30 June, 2025
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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.

ln preparing the financial statements, Management is responsible for assessing the
Ministry'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 Ministry'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

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

t

The measures are aimed at strengthening governance, fostering trust, and ensuring funds
are utilised responsibly without compromising State security. However, as at the time of
audit in November 2025, no action had been taken to implement the audit
recommendations.

Report of the Auditor-General on Ministry of Defence for the year ended 30 June, 2025
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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 PublicAuditAct,20l5. Reasonable assurance is a high levelof 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.

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 lhe
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oaqkenva.qo.ke/auditor-qenerals-
responsibilities-for-audiU. This descri ption forms part of my auditor's report

FCPA , CBS

Nairobi

23 December,2025

Report of the Auditor-General on Ministry of Defence for the year ended 30 June, 2025
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14. Steteurent of Financial Performance for the year endetl 30 June 2025

a

a

o

a

a

O

o

a

Revenue front non-excltange transactions

6 t72,163,412,337Transfers fi'om Exchequer'

7 92,388,062

8 2,978,324,360Transfers from Domestic and Foreign Partners

Penalties ancl Levies

r0

Total Revenue from non-exchnnge transactions

Revetnre lrorn exchange transactiotts

llLicenses, Fees and Pennits

l2Rendering ofservices

l3 604,652,003Renlal revenue frorn facilities and equipment

l4Financc incorrre

Miscellaneous inconre

604,652,003Total Revenue frottt exchatrge transactions

Total revcnue

Expenses

l6 2,254,711,336Ernployee costs

l7Use of goods and seruices

17a 140,1? 1,733,514Use of goods and services- KDF Expenses

l8 I,85 I ,600,000'l'ransfcrs to other Governntent Entities

3,070,712,422Other Expcnses

466,52720Depreciation and arnortization expetlse

2tOther Grants and Subsidies

22Finance costs

23Social Benefits

147,749,989,817Total expenses

Other gains/(losscs)

24Gain/(loss) on sale of assets

25Gair/Loss on foreign exchange trattsactions

Gairr/Loss on fair value of itrvestmetrts

hnpairment loss

Total gains/(losses)

28,088,786,945Surplus/Deficit for the year

Taxation

28,088,786,945Net Surplus/Deficit

a

MINISTRY OII DEFENCE

o

Notes l

l

Peilod Ended June 2025

Kslrs

Transfers ftom Other Goverrunent entities

9

Reirnbulsemertt and Refunds

175,234,124,759

l5

175,838,776,762

400,766,01 8

19

26

27

28

I
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The Financial Staternents set out on pages I to2 were signed by:

#-
Na[le: Dr, Patrlck Mariru,PhD,CBS

Accounling Officcr

Narne : Electina W. Wanyonyi

Head of Accounting Uuit

ICPAK MA{o: 3674
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o Annual Report and Financial Staterttettts for the year entled June 30' 2025.

l5 Statcmcnt ofFiuancial Position as at 30 June 2025

o

a

a

a

a

a

o

o

Assets

Current Assets
3,254,698,60729 4,469,912,085uivalentsCash and Cash eq

5,745,945,685Receivables frorn Exchange Transactions

3lReceivables from Non-Exchange
Transactions

32Inventories
33Investrnenls

10,215,857,770 3,254,698,607Total Current Assets

Non-Currcnt Assets

30Receivables fronr Exchange Transactions-
Advance payments

33Inveslments
34 933,054Property, Plant, and Equiprnent

35Right of Use Assets

36Intangible Assets

37Inveslment Property

38Biological Assets

39Tangible Natural Resources

933,054Total Non-Currcnt Assets

10,216,790,824 3,254,698,607Total Assets (A)

Liabilities
Current Liabilities

22,34t,773,63740Ttade and Other Payables

3,254,191,7924,469,777,5164lRefturdable Deposits

42National treasury refund
43Current Lease Liabilities
44Defened Income

45Employee Benefit Obligation
46Current Portion of Borrowings
47Social Benefit Liability

25,595,965,4294,469,777,516Total Current Linbilities

Non-Currertt Liabilities

IIII

III
3

a

a

Openlng Slateurcul

Kshs

Perlod as al Jutt
30 2025

Noles

Iil July 2024

Kshs

30
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Annunl lleport nnd Financinl Stntcntcnts for the yenr endetl June 30' 2025. a

43Non-current lease liability
Deferred Income

45Ernployee Benefit Obligation
46Borrowitrgs - Nou-Current Porlion
47Social Benefit Liability
48Service Concession Liability

Totnl Non-Currcnt Liabilitics

25,595,965,4294,469,777,516Total Liabilities (B

(22,341,266,822)5,747,013,308Net Assets (A-B)

Represented Byl
Resewes

5,747,013,308Accunrulated Surplus

Capital Fund
(22,341,266,822)5,747,013,308Net Assets

II

I

Non-Current Provisions 42

The financial statenrents set out on pages 3 to 4 were signed by

(v

a

a

O

a

a

o

(22,341,266,822)

Na Dr. Patrick Mariru,PhD,CBS

Accounting Officer

Name : Electina W. Wanyonyi

Head of Accounting Unit

ICPAK M/No: 3674

a

O

o

44

o

)e-
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506,815506,815
As at 30rh June 2024 (cash
basis)

(22,341 ,773,637)
Adjustments: (to recognize

liabilities)
(22,341,773,637)

(22,341,266,822) (22,341,,266,822)As nt July 1,2024

28,088,786,945Surplus/ deficit for the period 28,088,786,945

(s06,81s)(506,81 5)Rehrrns to exchequer

Additions to reserves

Other changes (spcci$)

5.747,013,3085,747,013,308As at 30th June 2025

16. Statenrent ofChnnges in Net Assets for the ycnr ended 30 June 2025

o

a

a

a

a

a

a

a

a

5

o

r

Descriplion
Accuruulalcd I Rcserves

--
kshs

I Cupital
I Fund

I t strsrkshs

Iotnl

kshs
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KshsNotes

activiticsCash florvs fronr o eratin

172,163,412,337trerTrartsfers front exc
92,388,0627Transfets frorn other goverrulrent entities

8 2,978,324,360

9

604,652,003t3entRental rcvenue fiom facilities and e ul

l4Finance income

miscellaneous Incotrres

Totnl recci ts

Pa rrrents

Employee costs
t7 400,766,018Use of oods and seryices

167 ,043,867 ,ll2KDF EX nses

l8
3,070,712,422l9Other Expenses

2tOther Grants and Subsidies

Social Benefits
174,621,656,888Total a mcnts

1,217,119,87449

activlties
34Purchase ofPPE

Pulchase of Intan ible Assets

Proceeds from sale ofPPE

Purchase of investltteuts

( 1,399,581)

Cash florvs from finnncing activities
(506,8 r 5)uerReturn to Excl

yrnent of borrowi sRe
(506,815)Activ itiesNct cash florvs froln finnncin

II

II

I
II
IIIIII

I

17. Statenrent ofCnsh Florvs lor the year ended 30 Jrrne 2025

o

a

a

o

a

o

a

o

o

6

o

Perioil Ended June
2025

ReceiDts
6

Transfers from Domestic and Foreign Pafiners

Penalties and levies
t2Rendering ofservices

l5
175,838,776,762

l6 2,254,7lL,336

1,85 I ,600,000Transfers to other Govertunent Entities

23

Net cash florvs front/(used in) operating activlties

Cash flows from investiug
( l ,3ee,581)

Proceeds from sale of biological assets

Sale of investrnents

Net cnsh florvs from/(used in) investing activities

Proceeds from borrowings

r
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Annual Re;lort aud Financial Statenrents for the yenr ended June 30,2025.

29 3,254,698,607Cash and cash equivalents at the start of the priod

29 4,469,912,085Cash arrd cash equivnlents at the end ofthe period

Net inclease/(decrease) in cash &
Caslr ts

(PSASB hcts pre.scribed the use of direct nelhocl for coshflow p'eporalion)

1,215,213,478

o

o

o

o

o

a

o

o

a
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MINISTRY OF DEFENCE
and Fitrancial Statements for the June 30,2025.Annual Report

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

Recurrent and Development Combined

Revenue

100o/o52,249,60rt72,t63,4t2,337t72,2r5,661,9386,230.000,000165,98s,661,938
Transfers

from
exchequer

(92,388,062)92.388,062

Transfers
from other

govenrment
entities

ll3%o(70,652,003)6M,652,003534,000,000534,000,000
Levies, fines.
penalties and

forfeitures
Licenses,
fees, and
permits

Rendering of
serylces
Rental

revenue from
facilities and
equipmert

Finance
income

99%21,675,&02,978,324,3603,000.000.0003.000,000,000Other
income

I

o o a o o

8

a a a a aoa

Actual oE a
coomrablc basis

7" of
utilizati

oD
Final budgetAdjustmcatsDescription Original budgpt

Budget utilizatiol
dificreoce

Fd/c
C=a*b E=c{D o/^BA
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o a

169519,661,938 6,230,000,000 175,749,661,938 l00Yo
89,114,824

Expenses

2,268,800,000 30,000,000 2.298,800,000 2,254.711,336 44,088.664 98%

2M,961.938 200,000,000 404.961,938 4.195,920 99%

KDF
Expenses

162,157,856,610 r40,t7t,733,514 27,986.t23.096 83%

1,352,500,000 1.352,500,000 1,851,600,000

Transfers to
othcr

goverrunent
units

(499,100,000) l37o/o

3.000,000,000
Other

Expenses
3,000,000,000 3,070,712,422 (70,712.422) l02o/o

Depreciation 466,527 (45r.,s27\

Social
benefits
Other

payments

175J14,118548
Total

recurrent
expenses

16,8,984,118548 6130,000,000 27,464,128,731 84"h

Capital
items

r,543.390 1,543,390 l,399,581
Acquisition

ofPPE 9l%o

Acquisition
of Intangible

assets

Purchase of
investrnents

I

III

r
9

O a

Total
revenue

175,838,776,762

Employees
Costs

Use ofgoods
and services

400.766.018

6.000,000,000 168,157,856,6r 0

141,749,989,817

143,809
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143,80913995811543J901543,390

Totel
expenses

Developmcn
t

84027,464272,540147,75t3E9398175r15,661,9386130,000,0ooTotal
expenses

28,087387364534,000,000534,000,000Surplus/
deficit

Repayment
of

borro

(a) Yariaace analysis: The Ministry had no significant underutilbation-

ft) Reallocatbtts within the year: The variance in budget was as a result of increase in budget by Parliament'

The entity 2025 and signed by

(

Name Dr. Patrick Marinr,PbD,CBS

Accounting Ofiicer

e1

o-__T__- o a o o o a a o

168,985,661,938

(27,553387364)

on

Neme Electina W. Wanyonyi

Herd of Accounting Unit

ICPAK M/No...3674

o

l0
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o a oa

Budget Reconciliation to the Statement of Cash Flows

28,087387354

466..527

2 Less prior year pending bills (22,341,773,637)

J (s.74s.94s,685)

Add refundable deposis increase t,2r5,585,724

Less returns to exchequer

Add opcning cash balance

Closing Cash and Cash Equivalent as per tlrc statenrent of Cash flows
4,,469,912,085

ll

o a

Acoal Surplus Amounts as per the statement of Budgct

I Add Deprcciation

Less Prepayments

4

5 (506,815)

6 3,254.698,607
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Budget Execution by Programmes and SuFProgrammes for FY2024D025

Programme

167,653,900,863168,849,400,0006,000,000,000r62,849,400,000Defence
3s0,000,000350,000,000350,000,000Civi!Aid

46,885.0032,703,761,938230,000,0002,473,76t,938

312,500,000 312,500,000312,500,000
National Space
Management

r24238/.,t40172215,661,938 170,973277.,7986230,000,000165,985,661,938Total

-

O a o a o

t2

a a o a oa

Kshs

A,djustments

KshsIGhsKshs

I rio"tBudget

trlshs I

Budget utilization
difference

Actual oD Glmporable
basis

Originel
Budget

Programme/Sub
PrograDme

I,195,499,137

2,656,876,935

General
Administratioru

Planning and
Support Services

a
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19. Notes to the Finnncial Statements

l. Establlshment

The Ministry is established by and derives its authority and accountability from Executive Order

No I of January 2023.T1rc Ministry is wholly owned by the Government of Kenya and is domiciled

in Kenya. The Ministry's principal activity is;

a. National Defence Policy and Management;

b. Protection of the Sovereignty and Tenitorial Integrity of the Republic;

c. Support to Civil Authorities in Situations of Emergency and Disaster;

d. Defence Intelligence Co-ordinate and Regulate Space Related Activities in the

Country; and

e. Implernent the Kenya Space Policy and any Related Programmes

2. Statentent of Contpliance and Basis of Reporting

Statement of compliancc

These financial statements havc been prepared in accotdance with the Public Finance Management

Act,2}l2and with the International Public Sector Accounting Standards (PSAS) (Accrual basis).

The Ministry of Defence has taken advantage of the transitional provision under IPSAS 33 and

rherefore lhese IttYear financial statements are lransitional financial statelnent and the following

elemenls (based on the national treasury circular road map) of the financial statements have not

been recognised.

The elements are

I . Inventories

2. All non-financial Assets and Liabilities

3. No accrual based cornparative figures except the opening statement of financial position as at

l't lttly 2024

For the purpose of these financial statetnents, the Ministry of Defence has been categorized as a

Schedule I national government MDA in line with Section 4 of the Public Finance Management

Acl,2012 read together with Regulation2ll(2) of the Public Finance Management (National

Covernment) Regulations, 2015. Schedule I national government entities include Ministries,

Deparlments, Agencies, constitutional institutions and independent offices. MDAs are reporting

entities whose primary objective is to provide policy and coordination of goverrrment services'

o
l3

o
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The use of public r€sources by MDAs is primarily governed by Chapter 12 of the Constitution,

the relevant Appropriation Act, the Public Finance Managernent Act, of 2012, and the Ptrblic

Procurement and Disposal Act, of 201 5.

These financial statements were authorized for issue by the Accounting Officer on

2025.

l4
a

a

a

a

o

a

o

o

o

a

o

o
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O

O

o

o

o

o

o

Notes to the linancial ststements

Rcporling period

The reporting period for these financial statements is for the period ended 30tb June 2025

Critical rccountlng judgcments

IPSAS rcquircs accounting judgements to be rnade in dctermining accounting policies that irnpact

the presentation of thesc financial statements. The rnost critical of these judgernents, and their

inrpact, are:

Recognition of non-exchange expenses and liabilities

A liability is a present obligation of Ministry for an outflow of resources that results from a past

event. Expenses (and other liabilities) are recognized when there is a present obligation (legal or

constructive) as a result of a past event. An outflow of resources embodying economic benefits

will probably be required to settle the obligation and a reliable estimate of the obligation can be

made. Judgement is required in assessing each of these conditions, and thertfore reporting if an

expense and a present obligation should be reported.

The Ministry pursues a number of policy targets and outcomes. However, the conunitment to these

targets and outcomes, generally, do not ofthemselves constitute a present obligation unless the

l5
o

o

a

Basis of preparatlon

These financial statements have been prepared on a going concern basis, and the accounting

policies have bcen applicd consistently throughout the period on an accrual basis unlcss othenvise

specified (for exarnple, the Statement of Cash Flows). Under an accrual basis, revenues are

recognised when rights to asscts are earncd or lcvied rather than when cash is receivcd, and

expenses are recognised when obligations are incurred rather than when they are settled. The

financial statements have been prepared and presented in Kenya Shillings to the nearest shilling.

The accounting policies adopted have been consistently applied to all the years presented.

Recosnition ofrevenue

A revenue is an increase in the net financial position, other than increases arising frorn ownership

contributions. Revenue is required to be measurcd when the event occurs aud whcn rccognition

criteria (probable inflow of resources and ability to reliably measur€ their value) are met. Judgment

is required to determine if these criteria ar€ met, particularly where limited evidence is available

at the time the revenue is earned.



Annual Rep orts arrtl Financial Statements for the year entlcd Jrrnc 30r2025,

Ministry is clear on the cost it intends to incur, when payrnent will be made, and to rvhottt and as

a consequeilce has raised a valid expectation. As a consequence, liabililies are not reported for

costs associated with the Ministry policy objectives and targets. Where a policy choice gives rise

to an obligation that exists independently of tlrc MDAs future actions, expenses (and othet related

liabilities) are recognized for that policy.

Purpose and nature of financial instruments

Judgment is required in determining whether finatrcial assets (incltrding investment in securities

and advances) and financial liabilities are held for trading or to provide a return throtrgh interest

and principal tmnsactions. Depending on that judgrnent, financial instrutnenls will be reported at

fair value or on an amortized cost basis.

Climate chanse oblisations

Kenya's current National Determined Contribution (NDC) to deliver on the goals of the Paris

Agreement sets a headlinc target of a 32 per ccnt emission rcduclion by 2030 relativc to the

business-as-usual scenario of 143 MtCO2eq. MDAs cornmitment to climate change action does

not constitule a present obligation on the balance sheet but are disclosed separately.

Physical assets

An asset is a resource presently controlled by the Ministry because of a past event. The prinrary

reason for holding propeny, plant and equiprnent and other assets is for their service potential

rather than their ability to generate cash flows. Because of the typcs of services provided, a

significant proportion of assets used by public sector entities including roads, national parks,

heritagc buildings etc are specialized in nature. There nray be a limited market for such assets and

so judgement is required on lneasuleurent. Judgment is also reqtrired whether assets are held for

cornmercial purposes or public benefit purposes.

a

o

o

o

o

o

O

o

a

o

o

o
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Noles to the Finnncial Statements (Continued)

3. Adoption of Nerv and Reviscd Standards

l) New and auended standards and hilerprelollons in lssue etfeclive ln the yeor euded 30

June 2025.

There were no new and amended standards issued in the financial year.

ii) New ond oneniled slondords ond luterprelotions in issue bul not yel ellective in lhe year

ended 30 Jane 2025.

O

a

o

IPSAS 43

IPSAS 44:

Non- Current

Assets Held

for Sale and

Discontinued

Operations

Appltcablc I't Jonuary 2025

The Standard requires,

Assets that meet the criteria to be classified as held for sale to be measured at

the lower of carrying amount and fair value less costs to sell and the

depreciation ofsuch assets to cease and:

Assets that meet the criteria to be classified as held for sale to be presented

separately in the statement offinancial position and the results ofdiscontinued

operations to be presented separately in the statement offinancial performance.

IPSAS 45-

Property Plant

and

Equipment

t7

a

o

Stsndnrd Effectlve dute nnd lmpactr

Appltcoble l" Jonuory 2025

The standard sets out the principles for tlrc recognition, tneasul'ernent,

presentation, and disclosure of leases. The objective is to ensure that lessees

and lcssors provide relevant information in a manner that faithfully reprcsents

those transactions. This infornution gives a basis for usem of linancial

statements to assess the effect that leases have on lhe financial position,

financial performance and cashflows of an MDA.

The new standard requires entities to recognise, measure and present

information on right of use assets and lease liabilities.

Appllcoble I't January 2025

The standard supersedes IPSAS l7 on Property, Plant and Equipment. IPSAS

45 has additional guidance/ new guidance for heritage assets, infrastructute

assets and measurement. Heritage assets wete previously excluded from the

scope of IPSAS l7 in IPSAS 45, heritage assets that satisfu the definition of

PPE shall be recognised as assets if they meet the criteria in the standard.

IPSAS 45 has an additional application guidance for infrastructure assets,

a
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implernentation guidance and illustrative examples. The standard has clarified

existing principles e.g valuation of land over or under the infrastructure assets,

under- maintenance of assels and distinguishing significant parts of

infrastnrchrre assets.

IPSAS 46

Measurement

Appllcille I" Jonuary 2025

The objective of this standard was to improve measurement guidance across

IPSAS by:

i. Providing further detailed guidance on the implementation of

commonly used measuretnent bases and the circunlstances under

which they should bc used.

ii. Clarifying transaction costs guidance to enhatlce consistency across

IPSAS;

iii. Amending where appropriate guidance across IPSAS related to

me asurement at recognition, subsequent meastlrcmcnt and

measurernent related disclosures.

The standard also introduces a public sector specific measut€ment bases called

the cunenl operational value,

IPSAS 47-

Revenue

Appllcoble 1" Jonuory 2026

This standard supersedes IPSAS 9- Revenue from exchange lransactions,

IPSAS I I Construction contracts and IPSAS 23 Revenue from non- exchange

transactions. This standard brings all the guidance ofaccounting for revenue

under one standard. The objective of lhe standard is to establish the principles

that an MDA shall apply to report useful information to t$ers of financial

statements about the nature, amount, timing and uncertainty of revenue and

cash flow arising from revenue transactions.

IPSAS 48-

Transfer

Expenses

Applicable I't Jnnuory 2026

The objective of the standard is to establish the principles that a transfer

provider shall apply to report useful infonnation to users of financial

statemcnts about the nature, amount, liming and uncertainty of expenses and

cash flow arising from transfer expense hamactions. This is a new standard for

l8
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iii) Eorly otloplion of standords

The MDA did not early * adopt any new or antended standards in the financial year,

a

O

public sector entities geared to provide guidance to entities that provide

transfers on accounting for such transfers.

Applicoble I't Jonuary 2026

The objective is to prescribe lhe accounting and reporting requirements for the

public sector retirement benefit plans which provide retirement to public sector

employees and other eligible participants. The standard sets the financial

statements that should be presented by a retirement benefit plan.

IPSAS 49-

Relirernent

Benefit Plans

Appllcoble I't Januuy 2027

The objective of this Standard is to specifr the financial reporting for the

exploration for and evaluation of mineral lesources. The Standard requircs:

i. Limited improvements to existing accounting practices for exploration

arrd evaluation e xpenditures.

ii. Entities that recognize exploration and evaluation assets to assess such

assets for impairment in accordance with this Standard and nreasure

any impairment in accordance with IPSAS 26.

iii. Disclosures that identift and explain the amounls in the entity's

financial statemenls arising frorn the exploration for and evaluation of
mineral resources and he lp users of those financial statemcnts

understand the arnount, timing and certainty of future cash flows from

any exploration and evaluation assets recognized,

IPSAS 50:

Exploration

For &

Evaluation of

Mineral

Resources

o
l9

o

o
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4. Summary of Signilicant Accounting Policies

a) Revenue recognition

l) Revenue from non-exchange transactions

Fees. tuet and fines

The Ministry rccognizes revenues from fees, laxes and fines when lhe event occurs and the asset

recognition criteria are met. To the extent that there is a related condition attached that would give

rise to a liability to repay the amount, deferred income is recognized instead of revenue. Other

non-exchangc revcnues are recognized when it is probable that the future economic benefits or

service potential associated with the asset will flow to the Ministry and the fair valuc of the asset

can be measured rrliably.

Transfers from other covernment entities

Revenues from non-exchange transactions lvith othcr governmenl cntities arc measured at fair

value and recognized on obtaining control of the asset (cash, goods, services and property) if the

transfer is frec from conditions and it is probable that the economic benefits or service potential

related to the asset rvill flow to the Ministry and can be measured reliably. Recument grants are

recognized in the statement of comprehensive income. Developrnent grants are recognized in the

statement of financial performance after meeting the revenue recognition criteria. Conditional

grants are recognized as revenue upon fulfilment ofthe set conditions.

ii) Revenue from exchange transactions

Rendcrins of servicer

The Ministry recognizes revenue from rendering of services by reference to the stage of

cotnpletion when the outcome of the transaction can be estfunated rcliably. The stage of completion

is measured by reference to labour hours incured to date as a percentsge oftotal estimated labour

hours. Where the contract outcome cannot be nreasurcd reliably, revenue is recognized only to

the extent that the expenses incurred are recoverable.

Interest inconte

Interest incomc is accrucd using the effective yield method. The effective yield discounts

estimated fuhre cash receipts through the expccted lifc ofthc financial a$set to that asset's nct

carrying alnount. The method applies this yield to the principal outstanding to determine interest

income each period.

Rental lncome

Rental income arising from operating leases on investmenl properties is accounted for on a

straight-line basis over the lease terms and included in revenue.

o
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Notes to the Financial Statentettts (Continued)

Summary of Signilicant Accounting Policies (Continued)

c) Investment property

Investment properties are measured initially at cost, including transaclion costs. The carrying

amount includes the replacement cost of components of an existing investrnent property at the

time that cost is incurred if the recognition criteria are met and excludes the costs of day-to-day

maintenance of an investment property. Investment property acquired through a non-exchange

transaction is measured at its fair value at the date of acquisition. Subsequent to initial recognition,

investment propcrties are measured using the cost model and are depreciated over a 3-year period.

Investnrent properties are derecognized either when they have been disposed of or when the

investment property is perrnanently withdrawn from use and no futtue economic benefit or service

potential is expected from its disposal. The difference between the net disposal proceeds and the

a

o

a

o

a

o

o
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a

a

b) Budget lnformatlon

The original budget for FY 2024/25 was approved by the National Assembly on June 2024.

Subsequent revisions or additional appropriations were made to the approved budget in

accordance with specific approvals from the appropriate authorities. The additional appropriations

are added to the original budget by the Ministry upon receiving the respcctive approvals in order

to conclude the final budget. Accordingly, the Ministry recorded additional appropriations of

6.238 onthe2024125 budget following the governing body's approval. The Ministry's budget is

preparcd on a different basis to the actual income and expenditure disclosed in the hnancial

statements. The financial statements are prepared on accrual basis using a classification based on

the nature ofexpenses in the staternent offtnancial performance, whereas the budget is prepared

on a cash basis. The amounls in the financial statements were recast from the accrual basis to the

cash basis and reclassifred by presentation to be on the same basis as the approved budgct. A

cornparison ofbudget and actual anrounts, prepared on a comparable basis to the approved budget,

is then presented in the statement of comparison of budget and actual amounts. In addition to the

Basis difference, adjustments to arnounts in the financial statetnents are also nrade for differences

in the formats and classification schemes adopted for the presentation of the financial slatements

and thc approved budget. A statement to reconcile lhe acfual amounts on a cornparable basis

included in the statemcnt of comparison of budget and actual amounts and the actuals as per the

statement ofcash florvs has been prcsenled under page l0 ofthese financial statements.

a
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carrying amount ofthe asset is recognized in the surplus or deficit in the period ofde-recognition

Transfers are nrade to or from investment ptopefty only when there is a change in use.

Notes to the Financial Statements (Continued)

Summary of Slgnificnnt Accounting Policies (Continued

d) Property, plnnt nnd equipment

All property, plant and equipment are stated at cost less accurnulated depreciation and impainnent

losses. Cost includes expenditure that is directly attributable to the acquisition of the items. When

significant parls of property, plant and equiprnent are required to be replaced at intervals, the

Ministry recognizes such parts as individual assets with specific useful lives and depreciates thern

accordingly. Likewise, when a rnajor inspection is perforrned, its cost is recognized in the carrying

alnouut of thc plant and equipnrent as a replacement if the recognition criteria are satisfied. All

other repair and mainlenance costs are recognized in surplus or deficit as incuned. Where an asset

is acquired in a non-exchange transaction for nil or nonrinal consideration the asset is initially

rneasured at ils fair value.

e) Right ofuse asset

The right-of-use assets comprises the initial measurement of the corresponding lease liability,

lease payrnents made at or before lhe commencement day, less any lease incentives received and

any initial direct costs. They are subsequently measured at cost less accumulated depreciation and

impairrnent losses. Whencver the Ministry incurs an obligation for costs to dismantle and remove

a leased asset, rcstore the site on which it is located or restore the underlying asset to the condition

required by the terms and conditions ofthe lease, a provision is recognized and measured under

IPSAS 2l or IPSAS 26. To the extent that thc costs relate to a right-of-use asset, the costs are

included in the related right-of-use asset, unless those costs are incurred to produce inventories.

Right-of-use assets are depreciated over the shorter pcriod of lease lenn and useful life of the

underlying asset. Ifa lease transfcrs ownership ofthe underlying asset or the cost ofthe right-of-

use asset reflects that the Ministry expects to exercise a purchase option, the related right-of-use

asset is depreciated over thc useful life of the underlying asset. The depreciation starts at the

comnlencernent date of the lease. The riglrt-of-use assets are presented as I separate line in the

statement of financial position.
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Notes to the Financial Statements (Contlnued)

f) Tangible Natural Resources

The Ministry recognises a tangible natural resource recognized if, and only if: It is probable that

service potential associated with the natural resource will flow to the Ministry; the Ministry

controls the tangible natural resource because ofpast events; and the tangible natural resource can

be measured reliably. Where this criterion is not mel, the Ministry discloses the tangible natural

rcsource in the notes to the financial staternents. Where a tangible natural resource is recognized

as an asset as the result ofan evenl that is not a transaction in an orderly rnarket, including non-

exchange transactions, the asset shall be measured initially at its deemed cost. An MDA shall

apply IPSAS 46, Measurernent, when measuring the deemed cost of such a recognized tangible

natural resource. A recognized tangible natural resource acquired through an exchange transaction

shall be rncasured at its cost. Historical cost model is applied aftcr initial recognition less any

depreciation and impairment losscs.

8) Leeses

Finance leases are leases that transfer substantially all the risks and benefits incidental to

ownership of the leased item to the Ministry. Assets held under a finance lease are capitalized at

lhe commencement of the lease at the fair value of the leased properly or, if lower, at the present

value of the frrture minimum lease payments. The Ministry also recognizes the associated lease

liability at the inception of the lease. The liability rccognized is measured as the present value of

the future minimum lease payments at initial recognition. Subsequent to initial recognition, lease

payments are apporlioned between finance charges and reduction of the lease liability to achieve

a constant rate ofinterest on the remaining balancc of the liability. Finance charges are recognized

as finance costs in surplus or deficit. An asset held under a finance lease is depreciated over the

useftll life of the asset. However, if there is no reasonable cerlainty that the Ministry will obtain

orvnership ofthe asset by the end ofthe lease term, the asset is depreciated over the shorter ofthe

estimated useful life of the asset and the lease term.
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Notes to the Finnncial Statenrents (Continued)

h) Intangible nssets

Intangible assets acquired separately are initially recognized 8t cost. The cost ofintangible assets

acquircd in a non-exchange transaction is their fair value at the date ofthe exchange. Following

initial recognition, intangible assets are camied at cost less any accumulated amortization and

accumulated impairment losses. Internally generated intangible assets, excluding capitalized

developrnent costs, are not capitalized and expendinrre is reflected in strrplus or deficit in the

period in which the expenditure is incurred. The useful life ofthe intangible assets is assessed as

either finite or indefinite.

i) Research and development costs

The Ministry expenses research costs as incuned. Developtnent costs on an individual project are

recognized as intangible assets when the Ministry can demonstrate:

i) The technical feasibility of cornpleting the asset so that the asset will be available

for use or sale

ii) Its inlention to complete and its ability to use or sell thc asset

iii) How the asset will generate future econorrric benefits or service potential

iv) The availability ofresources to cornplete the asset

v) The ability to measule reliably the expenditure during development.

Following initial recognition of an ass€t, the asset is carried at cost lcss any accumttlated

amortization and accumulated impaimrent losses. Amortization of the asset begins when

development is complete, and the asset is available for use. It is amortized over the period of

expected future benefit. During the period of development, the asset is tested for impairment

annually with any impainnent losses recognized immediately in surplus or deficit.

j) Financial instruments

IPSAS 4l addresses the classifrcation, measurement and de-recognition of ftnancial assets and

financial liabilities, introduces new rules for hedge accounting atrd a new impairnrerrt model for

financial assets. The Ministry does not have any hedge relationships and therefore the new hedge

accounting rules have no impact on the Ministry's financial statemenls. A financial instrument is

any contract that gives rise to a financial asset of one Ministry and a financial liability or equity

instrument of another Ministry. At initial recognition, the Ministry measures a ftnancial asset or

financial liability at its fair value plus or minus, in the case of a financial asset or financial liability

not at fair value tluough surplus or deficit, transaclion costs that are directly attributable to the

acquisition or issue ofthe financial asset or financial liability.
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Notes to the Financlal Statements (Continued)

Sunrmary of Signilicant Accounting Policles (Continued)

a) Financial asscts

Classificatlon of financirl essets

The Ministry classifies its financial asscts as subsequently measured at amortised cost, fair value

through net ass€tV equity or fair value tkough surplus and deficit on the basis of both the

Ministry's management moctel for' financial assets and the contractual cash florv characteristics of

the financial asset. A financial asset is measured at amortized cost when the financial asset is held

within a managentenf model whose objective is to hold financial assets in order to collect

contractual cash flows and the contractual terms ofthe financial asset give rise on specified dates

to cash flows that are solely payrncnts of principal and interest on the principal outstanding. A

financial asset is measurcd at fair value ttuough net assets/ equity if it is held within the

management model whose objective is achieved by bolh collecting conhactual cashflows and

selling financial assets and the contractual terms of the financial asset give rise on specified dates

to cash flows that are solely payments of principal and interest on the principal amount

outstanding. A financial asset shall be measured at fair value tluough surplus or deficit unless it is

measured at anrortized cost or fair value tluough net assets/ eqtrity unless the Ministry has made

irrevocable election at initial recognition for particular investments in equity instruments.

Subsequent measurement

Based on the business model and the cash flow characteristics, the Ministry classifies its financial

asscts into amortized cost or fair value categories for financial instruments. Movements in fair

value are presented in either surplus or deficit or through net assets/ equity subject to certain

criteria being met.

Amortized cost

Firuncial assets that are held for collection of contractual cash florvs where those cash flows

represent solely payments ofprincipal and interest, and that are not designated at fair value through

surplus or deficit, are measured at amortized cost. A gain or loss on an instnrment that is

subsequently measured at arnortized cost and is not part ofa hedging relationship is recognized in

profit or loss when the asset is de-recognized or impaired. Interest income from these financial

assets is included in finance income using the effcctive interest rate method.
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Notes to the Financial Statements (Continued)

Fair value through net rssets/ equity

Financial assets that are held for collection of contractual cash tlows and for selling the financial

assets, where the assets' cash flows represent solely payments of principal and interest, are

measured at fair value through net assetV equity. Movernents in the carrying amount are taken

th,rough net assets, except for the recognition of impairmenl gains or losses, interest revcnue and

foreign exchange gains and losses which are recognized in surpluVdeficit. Interest incotne frotn

these financial assets is included in finance income using the effective interest rate method.

Trade and other rcceivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible

amorults. Trade and other receivables are assessed for impairment on a continuing basis. An

estimate is rnade of doubtful receivables based on a review of all outstanding amounts at the year

end.

Falr value through surplus or deficit

Financial assets that do not meet the criteria for amortized cost or fair value through net assetV

equity are measured at fair value tlu'ough surplus or deficit. A business mode I where the Ministry

manages financial assets with the objectlve of realizing cash flows through solely the sale of the

assets would result in a fair value tluough surplus or delicit nrodel.

Impairment

The Ministry assesses, on a forward-looking basis, the exp€cted credit loss ('ECL') associatcd

with its financial assets carricd at amortized cost and fair value through net asscts/equity. The

Ministry recognizes a loss allowance for such losses at each reporting date. Critical cstimates and

significant judgments made by management in determining the expccted credit loss (ECL) are set

olulin Note 27.

b) Financial liabilities

Classilication

The Ministry classifies its liabilities as subsequently measured at amortized cost except for

financial liabilities rneasured through profit or loss.
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l) Provislons

Provisions are recognized when the Ministry has a present obligation (legal or constructivc) as a

result of a pEst event, it is probable that an outflow of resources embodying economic benelits or

service potential will be required to settle the obligation and a reliable estimate can be madc of the

amount of the obligation. Where the Ministry expects some or all of a provision to be reimbursed,

for example, under an insurance conlract, the reimbursetnent is recognized as a separate asset only

when the reimbursement is virtually certain. The expense relating to any provision is presented in

the statement of financial performance net of any reimbursement.

27

o
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Notes to the Financinl Statements (Continued)

k) Inventories

Inventory is measured Bt cost upon initial recognition. To the extent that inventory was received

through non-cxchange transactions (for no cost or for a nominal cost), the cost ofthe inventory is

its fair value at the date of acquisition. Costs incurred in bringing each product to its present

location and conditions arc accounted for, as follows:

i) Raw materials: ptrrchase cost using thc weighted average cost method.

ii) Filished goods and rvork in progress: cost ofdirect matcrials and labour and a proportion of

nranufacturing overheads based on the normal operating capacity but excluding bonowing

costs.

After initial recognition, inventory is nreasured at the lower of cost and net realizable value.

However, to the extcnt that a class ofinventory is distributed or deployed Bt no charge or for a

nominal charge, that class of invcntory is measured at the lower of cost and ctlnent replacement

cost. Net realizable value is the estimated sclling price in the ordinary course of operations, less

thc estimated costs of cornpletion and the cstimated costs necessary to make the sale, exchange,

or distributiol. Inventories are recognized as an expense when deployed for utilization or

consumption in lhe ordinary course of operations of the Minislry.
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Notes to the Financial Statements (Continued)

m)Social Benefits

Social benefits are cash transfers provided to i) specific individuals and / or households that rneet

the eligibility criteria, ii) mitigate the effects of social risks and iii) Address the need of society as

a whole. The Ministry recog,nises a social benefit as an expense for the social benefit scheme at

the same tirne that it recognises a liability. The liability for the social benefit scheme is measured

at the best estirnate of the cost (the social benefit payments) that the Ministry will incur in fulfilling

the present obligations represented by the liability.

n) Contingent liabilities

The Ministry does not rccognize a contingent liability but discloses details of any contingencies

in the notes to the financial statements, unless the possibility of an outflow of resonrces embodying

economic benefits or service ptential is remote.

o) Contlngent sssets

The Ministry does not rccognize a contingent asset but discloses details of a possible asset whose

existence is contingent on tlre occurrence or non-occurrence ofone or Inole ullcertain future events

not wholly within the control of the Ministry in the notes to the financial staternents. Contingent

assets are assessed continually to ensure that developments are appropriately reflected in the

financial statements. If it has bcconre virtually cerlain that an inflow of econonric benefits or

service potential will arise and the asset's value can be measured reliably, the asset and the related

revenue are recognized in the financial statements of the period in which the change occurs.

p) Nature and purpose ofreserves

The Ministry creates and maintains reserves in terms of specific requirements. However, the

Ministry has no reserves

q) Changes in accounting policies and estimates

The Ministry recognizes the effects of changes in accountiug policy retrospectively, The effects

of changes in accounting policy are applied prospectively if retrospective application is

impractical.
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Notcs to thc Financial Statentents (Continued)

Sumnrary of Significant Accorrnting Policies (Continued)

r) Employee benelits

Retirenrent enelit nlans

The Ministry provides retirement benefits for its employees. Defined contribution plans are post-

ernployment benefit plans under which the Ministry pays fixed contributions into NSSF and will

have no legal or constructive obligation to pay frrrther contributions if the fund does not hold

sufficient assets to pay all ernployee benefits relating to employee service in lhe current and prior

periods. The contributions to fund obligations for the paymenl of retirement benefits are charged

against income in the year in rvhich they become payable. Defined benefit plans are post-

employment benefit plans other than dcfured-contribution plans. The defined benefit funds are

actuarially valued tri-annually on the projected unit credit method basis. Deficits identified are

recovered tluough lunrp sunr payments or increased future contributions on proporlional basis to

all participating employers. The contributions and lump sum paylnents reduce the post-

employment benefi t obligation.

s) Foreign currency transactlons

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the

date of the transaction. At each reporting date, foreign curency monetary items are lranslated

using the closing rate. Non-monetary items measured in historical cost are translated trsing thc

exchange rate at lhe date ofthe tmnsaction, and those measured at fair value are translated using

the exchange rates at the date when the fair value was determined. Exchange differences arising

from the settlement of monetary items or translation of rnonetary/non-tnonetary items at rates

different from those at which they were initially reported are recognized in surplus or deficit in

the period.

t) Borrorving costs

Bonowing costs are capitalized against qualiSing assets as parl of property, plant and equipment.

Such borrowing costs are capitalized over the period during which the asset is being acquired or

conslructed and borrowings have been incurred. Capitalization ceases when construction ofthe

asset is complete. Further borowing cosls are charged to the statement of hnancial pcrformance.

u) Releted partles

The Ministry regards a related party as a person or a Ministry with the ability to exert control

individually or jointly, or to exercise significant influence over the Minislry, or vice versa.

Menrbers of key management are regarded as related parties and conrprise Cabinet Secretaty,

Principal Secretary and Chief of Defence Forces, KDF Service Commanders.
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Notes to the Finnncial Staterneuts (Continuetl)

Sumnrary of Significant Accounting Policies (Continucd)

v) Service concesslon arrnngements

The Mirristry analyses all aspects of service concession arrangenrents that it enters into in

detennining the appropriate accounting treatnrerrt and disclosure requirements. In particular,

where a private party contributes an asset to the arrangement, the Ministry recognizes that asset

rvhen, and only tvhen, it controls or regulates the services the operator must provide together rvith

the asset, to whoru it rnust provide tlrem, and at what price.

In lhe case of assets other than 'whole-ofJife' assets, it conlrols, through orvnership, beneficial

entitlement or otherwise - any significant residual interest in the asset at the end of the

anangement. Any assets so recognized are measured at their fair value. To the extent that an asset

has been rccognized, the Ministry also recoguizes a corresponding liability, adjusted by a cash

consideration paid or receivcd.

rv) Cash snd cash equivalents

Cash and cash equivalents cornprise cash on hand and cash at bank, short-tenn deposits on call

and highly liquid investments with an original maturity of tluee months or less, which are readily

convertible to known amounts ofcash and are subject to insignificant risk ofchanges in value.

Bank account balances include amounts held at the Central Bank of Kenya and at various

cornmercial banks at the cnd of thc financial year.

x) Comparetive figures

In preparing these financial statements, the Ministry has elected to apply paragraph 79 of

IPSAS 33, which allows for lhe election by a Ministry to present one statement of financial

performance, one statement of cash flow, one statement of net assets and the statement of

financial position and an opening statement of financial position as at the time of first-time

adoption ofthe accrual basis ofaccounting.

y) Subsequent events

There have been no events subsequent to the financial year end with a significant impact on

the financial statements for the year ended June 30,2025.
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a

o

a

Ministr), of De.fence

Annual Reporls nnd Financial Statements for the yenr en4ed June 30,2025.

Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

5. Significant Judgments and Sources of Estimation Uncertainty

The preparation of the Ministry's financial statements in conformity with IPSAS requires

management to make judgments, estimates and assumptions that affect the reported amounts of

revcnues, expens€s, assets and liabilities, and the disclosure ofcontingent liabilities, at the end of

the repofling period. However, uncerlainty about these assumptions and estimates could result in

outcomes that rcquire a material adjustment to the carrying amount of the asset or liability affected

in future periods, State alljudgemenls, estimates and assumptions made:

Estimates and assumptions

The key assumptions concerning the firture and other key sources ofestimation uncertainty at the

reporting datc, that have a significant risk of causing a material adjustment to the carrying amounls

of assets and liabilities within the next financial year, are described below. The Ministry based its

assumptions and eslimates on psrameters available when the consolidated financial statements

rvere prepared. However, existing circumstances and assumptions about futurc developments rnay

change due to market changes or circumstances arising beyond the control of the Ministry. Such

changes are reflected in the assumptions when they occur. IPSAS 1.140

Useful lives and residual value

The useful lives and residual valucs of assets are assessed using the following indicators to inform

potential future use and value from disposal:

a) The condition of the asset based on lhe assessment of experts enployed by the Ministry.

b) The nature of the asset, its susceptibility and adaptability to changes in technology and

prccesses.

c) The nature of the processes in which the asset is deployed.

d) Availability of funding to replace the asset.

e) Changes in the market in relation to the asset

Provisions

Provisions w.ere taised and management determined an estimate based on the information

available. Additional disclosure of these estimates of provisions is included in Note 42.

Provisions are measured at the management's best estimate of the expenditure required to settle

the obligation at the reporting date, and are discounted to present value where the effect is material.

O

a
3l

a

a



o

Ministry of De.fence
OAunurl lleports nntl Financial Stntentettls for the year entletl Jtrne 30' 2025.

172,163,412,337172,163,412,337Reculrenl

172,163.412,337172,163,412,337Total

Notes to the Financial Statements (Continued)

6. Trnnsfers fronr Exchequer

7. Transfers fronr Other Governnrent entities

8. Transfers fronr Donrestic antl Foreigll Partners

o

a

O

o

Ministry/State Deparlnrent

88,501,62 r88,501,621Pensions

3,886,441RDCTC

92,388,062Total Transfers frorn Other
Goventurertt enlities

I

Grants in Cash fronr Bilateral donors

Grants in Cash fi'om Multilateral donors

32

Naturc of trqnsfer

Amount
rccognlzcd to
Slatement of

Flnanclal
Derformalce .

Kshs

Amount deferred
rundor dcferred

income

'Iotal transfers

Pcrlod ended
June 30 2025

Kslrs Kshs

Development

a

a

Anrnunl doferred
undcr dcfcrred incomt

Totnl
Tronsfers

FY
2024n025

I(shs I(shs

Narue Of The EntlSy Sendlng The
Grant/Transfer

Amount
recognizcd

to Slatemcnt
of Financiul
performance

Kshs

3,886,441

92,388,062

Totol trsnsfers
l'eriod ended June
21t23

Kshs



a

a

o

o

a

o

a

o

a

a

a

Ministry of De.fence

Arrnual R orts Rnd Financial Stntcntcnts for lhc car ende(l June 30,2025.

a Deldls on Tron el's donrcslic otul ,ters

9. Penalties nnd levies

(Providc bricf explarution for this revenue)

10. Reimbursetnent atrd Refunds

Grants in Kind frour Multilateral donors

2,978,324,360Direct Payments 8(a)

Other Public Donations (Specift)

2,978,324,360Total Tlansfers from Donrestic and Forcign Partncrs

2,978,324,3602,978,324,360
ECA Modemization

Programme

2,978,324,3602,978,324,360Total

Fuel Levy

Petroleurn Developrnent levy

Fines

Penalties

forfeitures

Other Levies - Rent from MOD housing

Total

African Union

European Union

Others (spccifu)

Total

a
33

11. Licenses, Fees and Permits

Grants in Kind frour Bilateral donors

Anrounl
recognized to
Stnlement of

Finnncial
performancc

Kshs
Kshs

Kshs

Anrount defcrred
runder deferred

inconre

fotal lransfers
2t24.2025

Nanre Of Thc MDA
Sendlng The

(irnnt/Transfer

Description Fr'2024/2025
Krhc

Fv 2024/2025Descrlption
I(Shr

Descrlptlon Fv 2024n025



Ministy of DeJbnce

Annull llc orts an(l Financial Statentents for the eRr eutled June 30,2025.

12. Rendering of Seryices

13. Rental Revenue from Facilities aud Equipntent

This represenl renlol incoue lhe Minislry rvilhholds for A-in-A

14. Finrncc Income

15. Other Inconres

Licenses

Fees

Perrnits

Totnl

Audit

Security

Service Fees

Other fees

Total

604,652,003Rent

Property irrcorne

Contingent Rentals+

Others speciS

604,652,003Total

Interest frorn Cash investrnents and fixed deposits

Interest income from Treasury Bills

Interest incorne fronr Treasury Bonds

Interest fionr outstanding debtors

Others (specify)

Total

Insurance recoveries

34

o

a

o

,

o

a

o

a

a

a

Descriptlon Fv 2024/2025

Kshs

Kshs

Fv 2024/2025Description

KShs

Descriptlon Fy 2024/2025

Kshs

Description
t

Ft'2021/2025

Kshs



a

o

a

o

o

a

o

a

a

o

Ministry qf Defence

A nnun l orts and Finnncial Statenlents for the ear cnded June 30,2025.

16. Employee Costs

17. Use ofGoods and Services

Sale of iucidental goods

Sale of nrarket establishnrents

Sale of non-rnarket establishntent

Administrative fees and charges

Bulk infrastnrcture levies

Income frorn profits and dividends

Infraslructure improvement fee

Income from sale of tender

Services concession incorne

Skills development levy

Agerrcy fce

Other inconres not specihed elsewhere

Totnl other inconrc

1,212,247,436Basic salaries of t employees

993,407,555Personal allowances - of sa

49,056,34sOthel social bcnefit schernes

2,254,711,336Total Ernployee costs

5,548,137Conununication, supplies and services

19,134,271Donrestic travel and subsistence

14,459,653Foreign travel aud subsistence

9,737,415Printing, advertising , and infornration supplies & services

Rentals of produced assets

24,280,413Training expenses

I 3, I 00,1 49Hospitality supplies and services

Insttrance costs

31,706,739Specialized rnaterials ancl services

Bank Charges

a
35

a

Desc rv 2024/2025

Kshs

Basic wages of temporary etnployees

Other personnel costs

Descrirllion -l
FY 2024/2025

Kshs



A nnual rls and Financial Slntentents for the enr ended June 30, 2025.

l7(a) Use of Goods and Scn'ices KDF Expenses

19. Other Expenses

o

t

a

o

a

a

o

o

a

a

Office and general supplies and services

15,497,644

9,659,002Routine uraintenance - vehicles and other transpolt equipnrent

4,949,030Routine maintenance - othel assets

235,237,t00Othel operating expenses

100,000Gratuity Expenses Civil Servants

400,766,018Total Use of Gootls and Serviccs

139,943,389,291KDF Expenses

228,344,223National Air Supporl Departrnent

Tmnsfcrs to Projects

140,171,733,514Total KDF Expcnses

Transfers to national govt entities- SAGAs & SC

3 12,500,000Kenya Space Agency

354,100,000National Defence University

300,000.000Nalional Security Telecornmunication Services

150,000,000Ulinzi Prirne Health Services

235,000,000Kenya Ordnance Factories Corporation

s00,000,000National Peace Support Operations Fund

1,851,600,000Total Transfers to Other Governnrent Entities

88,501 ,62 lPensions

3,886,441RCTDC

2,978,324,360ECA Mordclnizatiorr Programnre

3,070,712,422Total Corn nrissioner's Expenses

36

o

lulinistry of De.fence

18. Transfers to Other Government Entities

a

t7,356,465

Fuel Oil and Lubricants

FY 2024/2025

Descrlpllon
Period enrled Junr

2423

Kshs

Descrlptlon

Kshs



a

o lvlinistry of Defence

Annual Repo rts and linancial Statentettts for the year endetl June 30, 2025.

466,527Property, plant and cquipment

Intangible assets

Investrnent property camied at cost

466,327Total

o

o

o

a

a

o

20. Dcprecintion and Anrortizatiou Expense

21. Other Grants and Subsitlies

22. Finance Costs

Bott owing costs that relote lo interesl expense on acquisilion ofnon- currenl assels and do not

quattfifor Capitalisation as per IPSAS 5: on botovingcosls shoulcl be htclucled under lhls nole.)

23. Social Benefits

a

a

Membership dues and subscriptions to intetnational organizations

Scholarships and other educational benefits

Ernergency relief and refrrgee assistancc

Grants to small businesses, coopcratives, and self cmployed

Grants to foreign goverrunellt

Subsidies to Private entities

Total Grnnts and Subsidies

Interest Paytnents on Foreign Borrowings

Interest Payments orl Guaranteed Debt Taken over by Covt

Interest on Dornestic Borrowings (Non-Govt)

Interest on Botrowitrgs from Other Government Units

Interest on bank ovetdrafts

Interest on loans frotn comntercial banks

Transfers to the elderly

Transfers to orphans

37

Fy 2024/2025

Kshs
Descriplion

O

Descriptlon
ttY 2u2412025

Krhs

o

Ft'2024/2025Descrinlion
Kshs

Relief to the disabled, the sick, unemployed

Subsidies to Public entities

Fv 2024/2025

Kshs
Deecription

Total finance cosls



Transfers to the physically challenged

Total sqcial bencfit expenses

a

o

a

Ministry of Defence

Annual Re orts nntl Finnncinl Stntentents for the ear errded June 30, 2025.

24. Gnin/Loss on Sale of Assets

25. Gain/Loss on Foreign Exchnnge

26. Gnin/Loss on Fair Value Investnrents

27. Inrpalrnrent Loss

o

o

a

Property, plant and equiprnent

lntangible assets

Other assels not capitalised

Total gnln on sale of asscts

Gain or loss on foreign exchatrge lransactions

Gain or loss on balances in foreign exchanges

Investments at Fair Value

Totnl Gnin

Property , Plant and Equipment

Intangible Assets

Inventory

Total Inrpairrttent Loss

38

a

o

o

a

o

a

FY 2021/2025

Kshs
Dcscripllon

Fv 2024/2025Description
Kshs

Total

Fy 2024/2025

I(shs
Description

Description Iflv 2024n025

Kshs



a

a Ministry of Delence
Annua! Repo rls antl l'inancial Statements for the ycar endcd Jrrne 30, 2025.

28. Taxation

o

c

o

O

a

a

o

a

o

Current income tax charge

Tax charged on rental incorne

Tax charged on interest irrconre

Deferred tax

Original and rpversal of temporary differences

Income tax expense reported in the statement of
financial performence

o
39

Description
Ly 2024/2025

Kshs



o

alvlinistry of DeJbnce

Annual Reports and Financial Statetnents for the year endcd Junc 30,2025.

407,170134,569Reculrent Accoturt

Development Account

2,722,874,2984,001,080,638Deposits Account

530,546,997467,926,381KDF Escrow

770,497Ulinzi Sports Complex

Cash on Hand

Mobile Money Accounts

3,254,698,6074,469,912,085Total

Notes to the Financial Statements (Continued)

29. Cash and Cnsh Equivalents'

29 (a) Detniled Analysis of the Cnsh and Cash Equivalents

o

O

a

o

o

a

a

407,170t34,5691000181435Rectrrent Account

99,6451000415517Development Accounts

2,722,874,2984,001,080,6381000182032Deposit Accouut-

530,546,997467,926,381r 000500964Escrow-

770,497t000477873 770,497Ulirui Sports Complex

Mobile Mortey Accounts

3,254,191,7924,469,912,085Sub- Total

4,469,912,085Grand Total

FY
2024t2023

Kshs

Openlng stalement

l'r July 2024

Kshs

99,645

770,497

a

Account
tlumber

nY 2024/2025

Kshs

Opening stotenlenl

I't July 2024

Kshs

Cash on Hand

3,254,598,962

40



a

o Minislry of Defence

Annual Rcports and Financinl Statenrents for the year ctttletl Jrrne 30' 2025.

o

Notes to thc Finnncial Stnteutents (Continued)

30. Receivables from Exchange Transnctions

30 (a) Ageing analysis for Receivables

30 (b) Reconciliation for Impairnrent Alloryance on Rcceivables front Exchange Transactiotts

o

O

a

a

o

o

5,745,945,685Advance Payments

oLess: i mpairment allorvance
5.745,945,685Total Rcccivables
5,745,945,6E5a) Current receivables

b) Non-currentrcceivables
5,745,945,685Total receivables (a+b)

7o ofthe
total

I't July
2024

7o ofthe
total

FY
2024t2025

t00%5,745,945,685Less tharr I year'

Between l- 2 years

Over 3 years

l00Yo5,745,945,685Total (e+b)

At the beginning of the year'

Additional allorvance dtrring the year

Recovered during the year

Written offduring the year

At the end of the year

a
4l

a

o

Dercrlption FY2024/2025

Kshs

Openhrg slolenre,tl
I" Julv 2024

Kshs

Between 2-3 years

Openhry

slalenterrl

Iil July 2024

Kshs

Iry 2024/2025

Dcscrlption
I(shs

FY 2021/202s

Kshs
Impnirme nl allowsnce



O

aMinistry of Defence
Annual Ile rts and Financial Statcments for the year entletl June 30,2025,

Property tax debtors

Levies, fines, and penalties

Licences, fees and perrnits

OtheL debtors (non-exclrange transactions)

Less: iurpairnrent allowance

Total receivables fi'ont non- cxchange trnnsRctions

%o/oLess than I year
o/oBetween l-2 years

%%Over 3 years

% %Total

Notes to the Finnncinl Statemcnts (Coutinued)

31 Receivables fronr Non-ExchangeTransactions

3l (b) Reconciliation for Inrpairment Allowance on Receivnbles from Non-Exchange

Transnctions

32 Inverrtories

o

o

a

o

o

a

o

a

At the beginning ofthe year

Additional allorvances during the year

Recovered during the year

Written offduring the year

At the end of the year

Consumable stores

Goods held for distribution

Spare parts and nreters

42

Description FY 2024/202s

Kshs

Opeuhtg

Statenrcnt Iil Jul1,

2021

Kshs

Agelng Analysls- Recelvnhles from non-

exchsng€ trsnEBcaions
l,o,l/,0,,

%
of

the
total

Openhry

Slolenunl
Ist luly

2024

o/o ol'

the

total

%

o

Fv 2024/202sDescripllon
Kshs

Openlng Slalentenl

ltt Jull' )921
FY 2024/2025

Descripllon
Kshs



o

o

a

a

a

a

a

a

o

Ministry of Defence
Annual rts nnd Finnncial Staternents for thc car entled June 30,2025.

Detailed disclosure on inventories

33 Inveslmcnls

d) Movement of Equity Investments

Less: allorvance for inrpairment

Total

Opening balance

Additional Inventory in the year

Inventory expensed in the year

Write-dorvns in the year'

Closing balance

a) Investmerrt in Treasury bills and bonds

Financial institution

CBK

Sub- total

b) Investrnent ryith Financial Institutions/ Banks

Bank

Bank

Sub- total

c) Equity investments (specify)

Equity/ shares in MDA

Sub- total

Grand totnl

Analysed as:

Current Portion of Investments

Non-currcnt portion of invcstntents.

I

At the beginning of the ycar

Purchase of investments in the year

a
43

a

o

I Descrlpllon FY 2024/2025

Kshs

FY 2024/202s

Descrlptlon FI'
2021/2025

Openlng

Slntemeut

I" July
2021

Krl"tKshs



Ministry of Defence
Annunl orts and Financial Statentents fol the r enrletl June 30, 2025.

o

o

a

o

a

a

o

o

o

a

Sale of investntenls dtrriug the yeat'

Increase (decrease ) in fait valtte of investlnents

At the end ofthe year

Kshs KshsKshsKshs

MDA A

MDA B
MDA C

44

e) Shareholding in othcr entllies

For ilvestmenls in equity slure listed under note 33 above, list down the equity investmcnts under

the following catcgories:

O

Nnrne of
MDA
where

investrnenl

is hcld No of shares

yolrr

( l t

lofshores
Fnir valueNominal

vnlue of
shares

Fair vnlut

of slrarcs

FY
2024n02s

0penlng
Statenrenl

l't Ju[r
2024

Direct
shnrehokllng

Indilcct
shorcholding
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Minbtry of Defence

a a a o

Annual Reports and Financiel Statemcnts for the year ended June 30,2025.

Notcs to the Financiel Statements (Continued)

34 Property, Plent, end EquiPment

12.500 333"/" 12.fl"/o12.50"hL/ODepreciation Rate

Kshs KshsKshs KsbsKshsCost

Opening Bal as I't July 2024

l,399.581Additions

Disposals

Transfer/Adjustrnena

1J99581As At 30 June 2025

Depreciation And Impairment
466,527Depreciation

Disposals

Impairment

Transfer/Adjustment
465,527As At 30 June 2025

Net Book Values

Opening Bal as at ls July 2024

933,054As At 30 June 2025

Kshs

1399,581

1J99,581

466.52'7

466.527

933,054

45

aa

Motor
vehicles

Furniture
and ftttings

Other
Assets

Capital
Worli in I otalBuildingsDcscription

(s
Land

cifv)

lComDuters

lr enl
& IC'I

E2

KshsKshs
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a

o

Annunl lleports antl Financial Statcments for the year ended Jrrne 30, 2025.

Notes to the Financial Statements (Continued

Vnluation

Items of PPE arc valued at Historical cost at the point of recogrrition in the financial statements.

Where historical cost is not available or the itern has been acquirecl at, PPE has been valued at

the current operational value lvhich is the amount the Ministry would pay for the remaining

service potential ofan asset al the tneasurcnrent date.

35 Right- of-usc nssets

o

a

a

o

a

a

Cost

As at I July 2024

Additions
As at 30 June 2025

Accunrulatecl Deprecialion
As at I July 2024

Charge for the year

As at 30 June 2025

Cnrrying Amount
As at 30 June 2025

II

II

I

I

II I

46
a

l,l i n i s t ry o.f D e.fe nce

o

o

Motor
vehicles
Kshs

l'lant and
equlpment

Kshs

'I'olnl

Kshs



o

a lvlinistry of Delence

Aunrral Rep orts nnd Financial Staternents for the year entled June 30, 2025.

Cost

At beginning of the year

Disposal

At cnd ofthe year

Opening Bal l'1 July

Additions-intemal developrnent

Disposal

Amortization nnd irnpairment

At beginning of the year

Arnorlization

At end ofthe year

Impaiurrent loss

At end of the year

NBV

o

a

o

a

o

o

Notes to the Financlal Statements (Continued)

36 Intanglble Assets

37 luvestment Property

(This note applies lo investnrent pt'operly held ol cost. For inveslnren! property helcl atfair

vqlue, changes in fair value shoultl go through the stolerrrent offinancial perfornmnce\.

a

a

At beginning of the year

Additions

Disposal during the year

Depreciation

Inrpairment

At end ofthe ycar

47

a

a

Descrlptlon Ft'2024/2025

Kshs

Additions

At end ofthe year

Descrlption Fv 2024/2025

Kshs



o

olulinistry of De.fence

Annunl Rep orts anrt Financial Statentents for the year ended June 30,2025'

Trees iu a plantation forest

Animals: Dairy Cattle, Pigs, Sheep

Fnrit Trees

Total

Notes to the Financial Statements (Corrtinucd)

38 Biological Assets

39 Tangible Nntural Resources

a

a

a

o

O

o

a

a

o

a

Cost

As at I July 2024

Additions
As at 30 June 2025

Accumulatetl Deprcciation
As at I July 2024

Charge for the year

As at 30 June 2025

Carrying Anrount
As at 30 June 2025

II

II

I

I I

II

48

Description

I

Itv 2024/2025 Openlug Slatentenl

Iil July 2024

KshsKshs

Suh- soil
asscts

Kshs

Wrrter

Kshs

Wildlife

Kslt s

Totul

Kshs



O

a Mini.stry of Defence
Annunl Rcpo rts and Financial Statetrtents fot'tlte 1'car etuletl June 30,2025,

a

o

o

a

o

a

o

Notes to the Finnncial Statements (Contlnued

40 Trade and Other Payables

a

Trade payables

Payments received in advance

Ernployee payables

Third-party payrnenls

Other payables

Total trade antl other payables

I't July

o/o of the
Total

Current
FY

7o of the

Total
Ageing analysis: (Trnde and other
payables)

% %Under one year
o/o o/_

%o/o2-3 years
o/o o/-/ltOver 3 years

I

o
49

o

FY 2024/2025 Openlng Slatemenl

Ist July 2024Descript ion
Kshs Kshs

l-2 years

Total (tie to above total)



Minislry of Defence
Annunl Rcp orls anrl Financinl Stntenreuts for the year ended June 30,2025.

o

o

Notes to the Financial Statentents (Continued)

4l Refundable Deposits ant! Prepaynrents

47 Provisions

o

a

a

a

o

o

a

a

a

770,497770,497tUlinzi Sports Cornplex
530,546,997467,926,381KDF Escrow

2,722,874,2984,00 l ,080,63 8Other deposits
3,254,191,7624,469,,777,516'I'otal <leposits

7o of the
Total

o/o ol
the

Total
lstJulyCurrent FYAgeing analysis: (Rcfundable deposits)

2,s49,302,029 78o/o3,353,285,769 75%Under one year
8o/o255,027,7417o/o298,440,415l -2 years

8o/o252,s38,780373,205,659 8%2-3 years

6%197,323,21t444,845,673 t0%Over 3 years

3,254,191,7624,469,777,516Total II

Opening bal lttJuly

Additional provisions

Provision utilised

Change due to discount and time

value for money

Total provisions yenr end

Current Provisions

Non-current Provisions

50

a

Descrlplion
F'v 2024/2025

Kshs

Openhry Stalemenl Ist Jr,rly 2024

I(shs

Ilolrus
provisi

on

Other
provislo

n

fotul

Dcscliption
KlrlrsKshsKshs Kshs

Gratuitl'
Provision

Lcnvc
provision

Kshs



a

lulinistry of Defence

Anuual Reports and Financial Stnternenls for thc year cnded June 30, 2025.

a

a

o

o

o

o

o

a

Notes to the Financial Statements (Continued)

43 Lease Llability

Maturity Annlysis

Analysed as:

44 Deferred Incotne

Analysed as:

At the start of the year

Discount interest on lease liability

Paid during the year

At entl of the year

Year I

Year 2

Year 3

Year 4

Year 5 And Onwards

Less: Unearned Interest

Current

Non- Cunent

Total

National Government

Intenrational Funders

Public Conlributions and Donations

Total Deferred Income

Cunent

Non- Current

o
5l

a

a

IDescription Anlorrnt

Descriplion l
Anrount

Dareription Irl'2024/2025

Kshs

I'criod A rnou nt
I

I t v zozttzozs 0peuing
Stalenrcnt lil fuly

2024

Kshs

Description
Kshs
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o

a

Kshs KshsKshs Kshs

Balance Brought Forward

Additions

Transfers To Capital

Fund

Transfers To Income

Statenrent

Othel Transfers

Balance Carried Forwatd

Total

45 Employee Benefit Obligations

o

o

o

a

o

o

o

a

a

o

Kshs Kshs KshsKshs Kshs

Current Benefit Obligation

Non-Curlent Benefi t Obligation

Total Bmployee Beuefits Obligation

52

Nationnl
govcrnnrent

I
Ilublic

contribution
s and

rlonntions
Internntionn

I firndcrs Total

Notcs to the Financial Statenrents (Continuerl)

The deferred incorne movemcnt is as follorvs:

I I openins 
I

Post-

employmcnl

medlcal
beneftls

Bol As
Al ltt
July
2024

l)elilred
bencfil

plnn

t'v 2024/2025

Description

Ollrer
Ilencfils
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Discount Rates

Future Pensiotr Itrcreases

Mortality (Pre- Retirement)

Mortality (Post- Retirenrent)

Withdrarvals

IllHealth

Retireurent

o

a

o

o

o

a

o

o

o

Notes to the Financial Statelnents (Continued)

Recognltion of Retirernent Benefit Asset/ Lieblllty

a) Arnounts recognised underother gains/ Losses inthe statement ofFinancial Performance

The return on defined plan assets

Actuarial gainV losses arising fiom changes in

demographic assumptions

Actuarial gainV losscs arising frorn changes in

financial assurnptions

Actuarial gains and losses arising from

experience adjustments

Others (specifr)

Remeasurenrent of the nel tlefined benefit

liability (asset)

O
53

Ministry of De.fence

FY 2024/2025

Future Salary Incrcases

Descrlpllon

FY 2024/2025 Openlug Slolenpnl
lst Jttly 2024

Kshs Kshs

Adjustments for restrictions on the defined

benefit asset
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Notes to the Finnucial Statements (Continuerl)

b) Anrounts l'ecognised in the Statement of Finnncial Position

The MDA also contributes to the stautory National Social Security Fund (NSSF). This is a

defined contribution scheme registered under the National Social Security Act. The MDA's
obligation under the scheme is limited to specific contributions legislated from tirnc to time

aud is currently at a maximurn linrit of Kshs.2,l60. per employee per month.

46 Borrorvings

The analyses of both external and domestic borrowings are as follows:

54

o

O

o

a

o

o

a

a

Prescnt value ofdefined benefit obligations(a)

Fair value ofplan assets(b)

Funded status(=a-b)

Rcstrictions on asset recognised

Others

Net asset or liability arising from defined

benefit obligation

a) External borrowings

Balance at begiruring of the year

External borrorvings during the year

Repaynrents ofduring the year'

Bnlancc at end of the yenr

b) Domestic borrorvings

Balance at beginning ofthe year

Donrestic borrowings during the year

Repayments during the year

Balnncc nt end of the year'

Bnlance at end of the period- domestic nnd

External borrorvlngs c = a*b

Dcscrlptlon

Fv 2024/2025

Kshs

Openlng Slotemenl

Ist Jub' 2024

Kshs

FY 2024/2025 Openhry

Slolernenl lsl
.Iuly 2024

Kshs

Descrlptlon
Kslrs
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Annual Reports and Financial Strtenrents for thc year enrled June 30' 2025.

o

a

o

o

o

o

o

o

o

NB: lhe total of this state rent shotild tie to note 43 totals. Currenl lnrtion of borrowlngs are

those borrovings thal are poyable within one yeqr or the next linonciol year. Adclitional

tlisclosures on ternrs ol borrowings, nalure of bort'owings, securily and inlercst rales shoulcl

be disclosed).

o

Extcrnal Borrorvings

Dollar Denorninated Loarr

Sterling Pound Denorninated Loan

Euro Denorninated Loan

Donrestic Borrorvings

Kenya Shilling Loan Frorn KCB

Kenya Shilling Loan From Barclays Bank

Kenya Shilling Loan From Consolidated Bank

Total Balancc At End Of The Year

Short Term Borrowings (Current Portion)

Long Terrn Borrowings

Total

55

FY 2021/2025

Kshs

Opcnlng

Slalenrcnl lsl
July 2024

Kshs

Openlug

Slnl4nunt Isl
Julv 2024

FI',2024/2025

Descripllon

Kslrs Kslrs
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o

a

Notes to the Financial Statements (Continued)

47 Social Benefit Liabilily

Social benefit schentes include benefits such as cash lronsfers for unentploytrrcnt or elderly in
line with IPSAS 42. They ore incurred to niligate ogainst o certoin social risk e.g Pove,'ty, age,

uneuployntent antong olhers.

48 ServiceConcessionArrnngeutentsLiability

o

a

a

o

o

o

o

a

Health social benefit scheme

Unemployrnent social benefit schetrre

Orphaned and vulnerable benefit scheme

Elderly social benefit scheme

Disability social beuefits

Total

Current social benefits

Non- cunent social benefits

Total (tie to tolals above)

Fair value ofservice concession assets recognized under PPE

Accunrulated depreciation to date

Net carrying amount

Service concession liability at beginning ofthe year

Service concessiou revenue recognized

Selvice concession liability at end ofthe year

56

Description

Openhrg Slalearcnl

lst July 2024

Ft'2021/2025

+Kshs Kshs

O

o

Opening

Slateruent

Isl Jul.v

2024

I(shs

Description

FY
2024/2025
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o
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o

o

o

o

Notes to thc Financial Statentents (Continued)

,t9 Cash Generatecl frorn Operations

(fhe lotol of this stalenrent should tie to the cashJlov,section on nel cashflowsfi'on/ used in

operations)

50 Financial Risk Management

The MDA's activities expose it to a variety of financial risks including credit and liquidity risks

and effects of changes in foreigrr crurency. The MDA's overall risk management programme

focuses on unprediclability of changes in the business environment and seeks to minimise the

potential adverse effect ofsuch risks on its performance by setting acceptable levels ofrisk.

The MDA does not hedge any risks and has in place policies to ensure that credit is only

extendcd to customers with an established credit history.

The MDA's financial risk management objectives and policies are detailed below:

28,088,786,945Surplus for the periotl before tax

Adjusted for:

466,527Deplecialion

Less: Non-cash grants received

(,Contributed assets

Impairrnent

Gains and losses on disposal of assets

Contribution to provisions

Contribution to inrpairrnent allorvance

Working capitnl adj ustments

Increase in inventory

5,745,945,685Increase in receivables

Increase in deferred income

Increase in refrrndable deposits 1,215,585,724

22,341,773,637Decrease in payables

Increase in paymeuts received in advance

1,217,119,874Net cash florv from operating activitics

o

i) Crcdit risk

57

o

Period ended Period
cudcd .Iun 2025

Kshs
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Annual Rcp orts and Financial Statentents for the year ended June 30, 2025.

The MDA has exposure to credit risk, rvhich is the risk that a counterparty will be unable to

pay anlounts in firll rvhcn due. Credit risk arises from cash and cash equivalents, and deposits

with banks, as well as trade and other receivablcs and availablc-for-sale financial investmeuts.

Management assesses the credit quality of each custonrer, taking into account its financial

position, past expcrience and other factors. Individual risk limits are set based on internal or

external assessment in accordance with lirnits set by the directors. The atnounts presented in

the stalement of financial position arc net of allowances for doubtful receivables, estimated by

the MDA's mauagenrent based on prior experience and their assessntetlt of the currenl

econotnic environment.

The carrying amount of financial assets recorded in the financial statetnents representing the

MDA's maximum exposure to credit risk without taking account of the valrre of any collateral

obtained is made up as follows:

(NB: The totals colunn should tie to the individrtal elements of uedit tisk disclosed in the

MDA's slate,rrent olfinancial position)

The customers under the fully performing category are paying their debts as they continuc

tradirrg. The credit risk associated with thesc receivables is minimal and the allowance for

uncollectible amounts that the MDA has recognised in the financial staternents is considered

adequate to cover any potentially irrecoverable amounts. The MDA has significant

concentratiou of credit risk on amounts due from 0x. The board of directors sets the MDA's

credit policies and objectives and lays down pararneters within which the various aspects of

credit risk managenrenl are operated.

a

o

o

o

o

a

a

o

a

As at 30 Junc 2025

5,745,945,6855,745,945,685Receivables from

exchange transactions

Receivables frortr non-

exchange transactions
4,469,912,0854,469,9 t 2,085Bank balances

10,2151857,77010,215,857,770
Total

I

ii) Liquidity risk manngement

58

a

hnpnircd
1'otal untounl

KshrKshs KshsKshs J

Past

duc
Fulty

pcrfornting
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Ministrl, of Defence
Annual Repo rts and Financial Stntcmcnts for the yeRr ended June 30, 2025.

Ultimate responsibility for liquidity risk management resls with the MDA's directors, rvho have

built an appropdate liquidity risk management framework for the rnanagement of the MDA's

short, medium and long-term funding and liquidity management requiremcnts. Thc MDA

mansges liquidity risk through continuous monitoring of forecasts and actual cash flows.

The table belorv represents cash flows payable by the MDA under non-derivative financial

liabilities by their remaining contractual maturities at the reporting date. The amounts disclosed

in the table are the contractual undiscounted cash flows. Balances due within l2 rnonths equal

their carrying balances, as the impact ofdiscounting is not significant.

iiD Market risk

The MDA has put in place an internal audit function to assist it in assessing the risk faced by

the MDA on an ongoing basis, evaluate and test the design and effectiveness of its intcrnal

accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices

and foreign exchange rates which will affect the MDA's income or the value of its holding of

financial instruments. The objective of rnarket risk management is to manage and control

market risk exposures within acceptable parameters, while optimising the return. Overall

responsibility for managing market risk rests with the Audit and Nsk Management Committee.

The MDA's Finance Department is responsible for the development of detailed risk

management policies (subject to review and approval by Audit and Risk Management

Committee) and for the day-to-day implementation of those policies. There has been no change

to the MDA's exposurc to market risks or the maruter in which it manages and measures lhe

risk.

a) Foreign currency risk

o

o

As at 30 June 2025

4,469,777,516Trade payables-deposits

Cun'ent portion of borrorvings

Provisions

Defcrred income

Employee benefit obligation

4,469,777,516Total

o 59

o

Iletrveen

l-3
nronths

Kshs

I otal

KshsKslrs Kshs

Over 5
nronths

Less lhan t
nronth
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The MDA has transactional currency exposures. Such exposure arises through purchases of

goods and services that are done in currencies other than the local currency. Invoices

denorninated in foreign currencies are paid after 30 days from the date of the invoice and

convcrsion at the time of payment is done using the prevailing exchange rate. The MDA

manages foreign cxchangc risk form future commercial transactions and recognised assets and

liabilities by projecting for expected sales proceeds and matching the santc with expected

payrnents.

The carrying amount of lhe Ministtyb foreign curency denominated monetary ass€ts and

monetary liabilities at the end of the reporting period are as follows:

FY 2025

Foreign currency seusitivity analysis

FY 2025

o

a

o

o

a

o

a

o

o

As At 30 June 2024

Financial Asscts

Investnrents

Cash

Debtors

Totnl Financial Assets

Financinl Linbilitics

Tracle And Other Payables

Borrowings

Totnl Finaucisl Liabilities
Net Foreign Currcncy
Asset(Liability)

As At 30 June 2025

Financial Assets

Investrnents

60

o

EIqE
Kslrs

Other
currencles Iotal

Kshs

In Kshs

Kshs

Other currencies

Kshs

Total

Kshs

Cash
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a

o

o

o

o

o

o

o

The following table demonstrates the effect on thc MDA's statement of comprehensive income

on applying the sensitivity for a reasonable possible change in the exchange rate ofthe three

main transaction cunencies, rvith all othel variables hcld constant. The reverse would also

occur if the Kenya Shilling appreciated with all other variables held constant'

b) Interest rate risk

Interest rate risk is the risk that the MDA's fmancial condition may be adversely affected as a

result of changes in interest rate levels. The MDA's irtcrcst rate risk arises from bank deposits.

This exposes the MDA to cash flow interest rate risk. The interest rate risk cxposurc ariscs

mainly from interest rate movements on the MDA's deposits.

Maneeement of lnlerest rate risk

To manage the interest rate risk, lnanagement has eudeavoured to bank with institutions that

offer favourable interest rates.

Financial Risk Managcment

Sensitivitv enrlvsis

The Ministry analyses its interest rate exposure on a dynamic basis by conducting a sensitivity

analysis. This involves determining the irnpact on profit or loss of defined rate shifts. The

sensitivity analysis for interest rate risk assumes that all other variables, in particular forcign

exchange rates, remain conslant. The analysis has been performed on the sarne basis as the

prior year.

o

Debtors

Total Financial Assets

Finaucial Liabilitics

Trade And Other Payables

Bonowings

Total Financinl Linbilities

Net Foreign Currency Asset/(Liabllity)

I

2025

l00AErtro

t0%USD

a
6l

Effcct on Profit
before tnx

Kshs

Effcot on

Equity/Net assets

Kshs
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a

Irair value of financia I assets and liabilities

a) Financial lnstruments measured at fsir value.

Determlnrlion of fair value and fair valucs hierarchy

IPSAS 30 spcifies a hierarchy of valuation techniques based on whethel the inputs to thosc

valuation techniques are observable or unobservable. Observable inputs reflect rnarket data

obtained firrnr independent sources; unobservable inputs reflect the Ministry's nrarket

assurnptious. These two types of inputs have created the following fair value hierarchy:

r Lcvel I - Quoted prices (unadjusted) in active markets for identical assets or

liabilities. This lcvcl includes listed equity securities and debt instruments on

exchanges.

r Level 2 - Inputs other than quoted prices included rvithin Level I that are observable

for the asset or liability, cither directly (that is, as prices) or indirectly (that is, derived

from prices).

r Level 3 - inpuls for the asset or liability that are not based on observable rnarket data

(unobservable inputs). This level includes equity investments and debt instruntents

with significant unobservable components. This hierarchy requires the use of

observable market data when available. The Ministry considers relevant and

observable market priccs in its valuations where possible.

The following table shows an analysis of financial and non- financial instruments reconded at

fair value by level ofthe fair value hierarchy:

There were no transfers between levels l, 2 and 3 during the year. Disclosures of fair values of

financial instruments not measured at fair value have not been made because the carrying

amounts are a reasonable approxirnation of their fair values.

62

a

o

o

o

o

o

a

a

As At 30 June 20xx

Financinl Assets

Quoted Equity Investments

Non- Financinl Assets

Inveslment Property

Land And Buildings

a

Ministry of Defence

o

Lcvcl I

Kshs

Lcvcl 2

Kshs

Levcl .1

Kshs

fotal
Kshs



a

o

a

o

o

o

o

Ministry of Defence

Aut tqlRepo11ts !!4 J!4!Ig4l!!!!9!!ents for the year cnded June 30,2025,

5l Relntcd Pnrty Disclosures

Naturc of relatcd party relationsltips

Entities and other parties related to the Ministry include those parties who have ability to

exercise conlrol or exercise significant influence over its operating and financial decisions.

Related parlies include management personncl, their associates and close farnily menrbcrs.

Government of Kenvn

The Government of Kenya is the principal shareholder of the Ministry, holding 100% of the

MDA's equity interest. The Government of Kenya has provided full guarantees to all long-term

lenders of the MDA, both domestic and external.

Other related nerlies include:

i) County Governments

Other SCs and SAGAsii)

o

o

Revaluation Reserve

Retained Earnings

Total Funds

Total Borrorvings

Less: Cash And Bank Balances

Net Debt/(Excess Cash And Cash Equivalents)

Gearing

o
63

a

Notes to the Financlal Staternents (Continued)

iv) Capital Risk Management

The objective of the Ministry's capital risk management is to safeguard the Ministry's ability

to continue as a going concem. The Ministry capital structure comprises of the following funds:

o

Fv 2024/2025

Kshs

Capital Reserve
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O

Trnnsactions rvitlr related parties

a) Snles to relatetl parties

Salcs of electricity to govt agencies

Rent income from govt. Agencies

Water sales to govt. Agencies

Others (specify) e.g. interest and bank charges

Totnl

B) purchases fronr relaled pnrties

Purchase of water from govt service providers

Rent expenses paid to govt agencies

Training and conference fees paid to govt. Agencies

Others (specifr)

Total

b) Crants /transfers from the government

172,163,412,337Grants from national govt
88,501,621Pensions Transfers

3,886,441

175..234,124,759Total

c) Expenses lncurred on behalf of related party

Payrnents of salaries and wages for employees

Payrnents for goods and seruices

Total

d) Kcy nrRnagenlcnt compensatiott

Directors' ernoluments

Cornpensation to key marragement

175,234,124,759Totnl

32 Segment Informetlon

(Where an organisation oryrates in clitferent geog'ophlcol regions or in deparlrrrcnts, IPSAS

18 on segnenlol reporlirig requh'es an MDA lo prcsent segnenlal infornution of each

geographic region or departuent to enable users understand the MDA's petfornance and

allocalion of resources to dilJere nt se gnenls)

o

a

O

o

o

64
a

I t't zozttzuzs

Kshs

Purchases of electricity from KPLC

RDCTC

Transfcrs for ECA Modernization proglamme 2,978,324,360

Notes to the [inancial Statenrents (Colrtinued)

o

a

o

o
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Notes to the Financinl Stntements (Continued)

53 Contingent Assets ard Contingent Linbilities

Cclrilsrll.A$eh

(Give details)

Coutineent Liabilities

(Give details)

54 CapitalComntitntents

(NB: Capital cotmnit,rrenls are couunilntenls to be ccrried oul in lhe next financial year and
are disclosed in accordonce vilh IPSAS I 7. Capital corrr,rrilt,renls noy be those lhal hove been

aulhorised by the board but at the end ofthe yeur hod nol been contacted or lhose already
c onl ro c te d .[ot' a nd ongo ing)

Contingent Assets

lnsurance Reinrbursentents

Assets Arising from Deterrnitration Of Court Cases

Reinrbursable Indenuities and Guarantees t2,932,364,446

Receivables Frour Other Goverument Entities

Others (SpeciS)

12,932,364,446Total

Contingent Liabilities

2,355,703,541Court Cases against the MDA

Barrk Guarantees in Favour of Subsidiary

Contingent Liabilities arising frorn Contracts lncluding PPPs

Others (Specify)

Total 2,355,703,541

Authorised for

Authorised and contracted for

Total

o
65

FY 2A24/202s

Kshs

lv:!2!202s
Kshs

Fv 2024/2025

Kshs

Capltal Comnrilments
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Notes to the Finnnclal Statemenls (Cotttinued)

55 Prograrn for Results (PforR) Dlsclosure

This disclosure note is lbr entities intplenenting Progrants for Results (P.forR). Intplenenting
entilies are required to nmke clisclosures in accorclance vith lheir respeclive tinancing
ogreen,ents. The disclosure should caplure lhe progrcun's goal and expenditures clesignated in
t he expe nd i t ure fi'a ntewo t' k.

Expenditure Detqils* - Pro,tide the delails per your expendilw'e /t'antework requit'entenls
(Prog'am, sub-prog'am, oncl or econontic llen)

56 Events after the Reporting Pcriod

There were no material adjusting and non- adjusting events after the reporting period.

5E Currency

The linancial statements are presented in Kenya Shitlings (Kshs) and is rounded off to thc

nearest shilling.

a

O

o

a

o

o

a

Nanre of Financing Parlnerst 0 arul 0

Program code
Sub-program
Sub-prograrn

Sub-total

Subtotal

Total

66
o

a

57 Ultimate Antl Holding MDA

The MDA ultimate parent is the Government of Kenya.

a

a

Naure of PforR: N/A

Opening
Cumulativc [or
Previous FYs

Total CunrulativeCurrent FY

Actual I lludget Budget I ActualBudgct

Iixpenditure
Details*

Actunl

Progranr code
Sub-program
Sub-program
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19. Appendir

Appcndix I : Implemcntetion Strtus of Auditor4eneral's Recommcndations
The following is the summary of issucs raised by the e:'ternal auditor, and maoagcment commcnts that were provided to thc auditor.

I

The

Management

held
discussions

wirh the

Parliamentary

Accounts

Committee and

is awaiting
PAC Report.

However the

Minbtry las
settled all
pending bills in
relation to FY
2023/2024

Resolved

67

a

Referenc Issue / Obecrvafions from Auditor
e No. oo
thc
crtcrral
rrdil
R.eoorl

Menegemcnl
cooucnts

Slrtus:
(Resolve

d/Not
Resolrled

)

Timeframe

(Pua dore

whcnyoe

@the
bsrcu be

rsolved)

Pending Accouots Payable
Note 17.2 to the financial statements reflects pending accormts poyable balance of
Kshs.22,890,340,784 as at 30 1vrc,2024. The balance relates to pending bills that were
not settled during the year under rcview but were instead carried forward to thc
financial year 2024/2025.

Failurc to settle bills during the year to which they relate distorts the financial
statcmens and adversely aflects thc budgetary provisions for the subsequent year as
they form a first charge.

Resolved
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ResolvedResolved

During the

current
FY2o4v202s
under-funding
was significant
reduced to less

than l%

Budgctary Control end Performance

The statemert of comparison of budget and actual amounts rcflected a final receipts

budget and actual on comparable basis of Kshs.156,282,889'256 and

fsni.Bl,Zlt,784,732 rcspectively, resulting in an overall budget underfunding of
Kshs.22,551,104,524 or l47o of budget amount.

The under-funding affected the planned activities and programmes of the Ministry'
which may have impacted negatively on effective service delivery to the public.

2

3le Dec

2025
Not
Resolved

The Ministry
planned for and

initiated

several projects

in the Firuncial
Year202ll22.
These projects

were to be

frrnded through
the MTEF.
with

Stalled Infrastructure Modernization and Development

Review of Ministry's project progless reports and project implementation status

rcports indicared that three (3) projects, initiated between November 2021 to June 2022

with cumulative contract amounts of Kshs.21,946,793,240 and cumulative certified

works and paymenB of Kshs.3,l67 246,096 as at 30 lune, 2024, had stalled. The

projects were all past their expected completion dates. Physical verification carried

ouiio tte months of October and December,2024 revealed that the resPective

contractors are not on sitc and no work was ongoing. Further, Management did not

disclose measrues and srategies put in place to revive and complete the stalled projecs

whose details are summarized below;

Projects

g
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projections that

firnding for the

Ministry would
increase over

subsequent

years.

However, thc
anticipated

increase in
funding did not
materialize,
resulting in

inadequate

budgetary

support.

In addition,
there were

delays and

shortfalls in
exchequer

rcleases from

Programme

Projest

Contract
Date

ExFcicd
Compbtio

n Oate
Cost

Payments as
at 30 JurE

21
*ot

CofipLtio
n

Kshs. Kshs Kshs.

14.12.fi2
1

14.08.2023 2,809,531,009 175.000,000 2.634,531.009 200/"

Proposcd
lmprovefil.lr
tof42km

roed

21.06.202
2

2'1.12.2022 238.178.798 90.192,0@ 147.986.798 60%

Proposed
FRRH

18.01202
2

18.01.2025

18.899.083.433
2.902.011.09

6
15,997.029.33

7

20%

Total 21,946,793,2/O 3, r 6'r,245,096 I 8,7r9,54?,r /(}

In addition, evidence that the contractors renewed their performance bonds was not
provided for audit review. This was contrary to Section 72(l) of the Public Finance
Management Act-, 2012 which starcs that the Accounting Officcr for a national
government entity shall- (a) be rcsponsible for the management of the entity's assets

and liabilities; and O) manage those assets in a way which ensures that the national
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govenrment entity achieves value for money

ass€ts.
In thc circumstances, thc value for money for the Kshs.3 ,167,246,096 incurred on the

stalled projects could not be confirmed.

in acquiring. using or disposing of those

a=.-- o o O a
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ended June 30,2025.

Reftrenc Isse / Obscrrations from Auditor
e No. on
th,e

cllErntl
aodil
Report

Status:
(Rcr,olee

d/Not
Rqolved

)

(Pnl o dcte
whcn you

rycl the
issue to be

rcsolved)

Managemcnt Timeframe
comments

the National
Trcasury,
which
constrained the

Ministry's
ability to make

timely
payments to

contractors.

This affected

project

implernentation

, leading to

stalled works

and, in some

cases, expiry of
constnrction
periods before

completion.
The Ministry is

in thc proccss
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ofextending
the contracts to
3l't Jun 2026.

4

Agency Funding

During the year under rcview, the Ministry of Defencc implemcnted and zupcrviscd
several projects on behalf of other Ministries, Departnents and Agencies amounting
to Kshs.2,579,099,711. The Agency flrnds were received and paid out of Ministry of
Defence operational bank accounts. However, as reported in the prcvious year.
management of Agancy activities was not done through an Indcpcndent Spccial
Purposc Vehicle for purposes of ftngthening the internal controls in managemert and
accountability of Agency funds.

In the circumstances, there is a risk of inadequate accountability ovcr the funds
received from the Ministries, Departnents and Agencies due to comingling of funds.

The Ministry
sought

Authority from
National

Treasury for
opening a

Special Bank
Account for
Management of
Agency

Funding. This
has been

achieved.

Resolved Resolvcd

During the year under review. the Ministry incurred some expenditr:re on confidential
security operations. A certificate of confidential expenditure was issued, supported by

I wish to state

that the

Minisry will
scek guidance

3ln Mar
?026

I I

7t

oo

Rcfercnc Issue / Observations from Auditor
e No. on

the
external
eudit
Report

Menagcmenl
coDmcnts

Status:
(Resotw

d/Not
Resolved

)

Timcfrane

(Pu a dae
when 1mu
cqtect the
issue to be

resolved)

5

Enhancement of Governance Systems for Security Related Expenditures
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Not
Resolved

from the

National
Treasury in
rcgards to the

management of
this funds for
purposes of
strengthening

thc internal
controls as

recommended.

without
compromising

State security

a declaration from the Accounting Offrcer affirming proper use

with RegUlation l0l(5) of the Public Financc Management (National Government)

Regulations, 2015.

Ttrere is need, however, to enhance accountability ofconfidential expenditures through

revicw of thc Regulations to clcaxly define entities eligible for confidential sccurity

related expenditures and to speciff what constitutes security related operations.

Further, entities should establish internal oversight mechanisms and processcs that

include dctailed budget projections and post-operatioo financial suDmaries to addrcss

risks and ensure responsible use and accountability ofthe funds, beyond the certificate.

The measures will strengthen govemancc. foster trust, and ensure firnds are utilised

responsibly without compromising State security.

of funds in compliance
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Appendix tI: Projects implemented by (The MDA)

Status of Projects completion

N/A

73
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Proiect tillc Proicct Number Donor Period/
dureti,cn

Donor
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reporting
required as pcr
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I m"a"Cost date
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Appcndix III: Fired Asset Register

Land

34,834$42Bui ldings and stnrctures

172,877,089r72,877,089Transport equipment

109,665,794109,665,794Offrce equipment, furniture
and finings

s6,853,90956,853,909Specialized Plant &
Equipmcnt

1J99,5811J99,581Computers & ICT
Equipment

Biological assets

I nfrastructure Assets-
Roads, Rails

Heritage and cultural assets

Intangible assets

Work in Progress

rJeeS8r 375,630,915374231334Total

o a O a a
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Historicrl Cost
b/f

(IGhs)

2A2}2024

Additions during
the 1'ear

(Kshs)

Dbposals during I Historical Cosr c/f

Asset cless (Kshs)

202+2025

Transfers
in(out) during

the year

the ycar

0Ghs

34,834,542

o
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Appendix IV: Transfers from Other Government Entities

88.501 .62 r88,501,62188,501,621RecurrentVariousPensions

3.886.44 t3.886.4,1I3,886.441RecurrentVariousRCDTC

923E8,06292388,M292J88,062Total
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Appendix V: Reporting of Climate Relevant Expenditures
Annex 8: of Climate Relevant Ex ditures

o

Implementing
Partners

Source of
Funds

Project
Obiectives

Project
Description

Project Name

Ql Q2 Q3 Q4
MOD Ministry of

Environment

Kenya Forest

Service (KFS)

Kenya
Forestry
Research
Institute
(KEFRT)

State Dept for
Climate
Change

Counry Govt
Environment
Offices

20M l0MPurchase of seedlings and
seed balls

5M9MKDF tree $owing exercises

Accelerated
tree
growing
proglamme

MOD6MPurchasc of tools and

equipment to support DCUs
and Unit tree nurseries

Trcc
nursery
support

Environmental
Rehabilitation

a a o o a
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Appendix VI: Disaster Expenditure Reporting Template

Column I Column II Column
III

Column V Column W Column VII

Programme Sub-
Programme

Disaster
Type

Category of disaster related Activity that
requires expenditure reporting
(rcsponse/recovery/miti gatior/preparedness

Expenditrne item
(Vote ltem)

Amount
(Kshs)

Comments

Disaster
Management

Mitigation
Measures

Rcsponse, Recovery and Mitigation in various
parts ofthe country.
a. Kahawa West building collapse.
b. South B building collapsc.
c. Drowning in Athi River.

r.997.494 100%
achieved

Mitigation
Measures

Insecurity Mitigation, rehabilitation and rcnovation
works in support of Operation Mali"a LJhalifu
(Of"flJ) in North Rift. Remedial works and
reconstruction ofschools affected by bandity
activities:
a. Turkana County- Kapedo Mixed
Secondary School. Lomelo and Lopayat
Primary Schools.
b. Baringo County- Kositei ,Chemoril,
Mukutani, Kapindasum, Arabal and Koloa
Primary Schools.
c. Samburu County- Pura and Baragoi
Primary Schools.
d. ElgeyoMarakwetCounty-Kasokotow
Primary School.
e. West Pokot County- Cheptulel Boys
Secondary School, Chepulel, Sapulmoi,
Chescgon and Ksaa Primary Schools.
f. Laikipia County-Nyakinyua"
Milimani, Mwenie.Gatirima"

Refined Fuels
and Lubricants

Motor Vehicle
Operating
Expenses

163,633,194

2,66s,000

446.394

l00Yo
achieved

l00o/o

achieved

l00o/o

achieved

77
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Disaster
Response

Refined Fuel and
Lubricants

Minor Alteration
to Buildings and
Civil Works



Ministry of Defence
Annual Reports and Financiel Statemcnts fo r ended June 30,2025.

Ngarachi,Thigio,Kirimai,Muteta and Mahua
Primary Schools.

Mitigation
Measures

Preparedness-rehabilitation of Elwak,
Dadajibula, Diffand Hamey FOBs and 14

Engrs Bn, Kapedo Recruits Training grounds,

Thika Garrison and Wajir Airbase Camps.

Minor
Alterations to
buildings and
Civil Works

Maintenance of
Plants and
Machinery

Maintenance of
Engineer
Equipment
expenses

Refined Fuels
and Lubricants

61.843,935

1.67.987

2.500.789

1.324,675

Borcholes in
KDF FOBs
and Training
Areas which
also serve the
local
cornmunities.

Disaster
Preparedness

Drought Prcparedness and Mitigation in North Rift,
South fuft, Northem and Eastern regions.
a. Borchole drilling in KMTC
Chemolingot, Chemolingot Mosque and

Chemolingot Multi Agency Command Centre
in Baringo County.
b. Borehole drilling in Mwai Kibaki
Rcferral Hospital in Nyeri County.
c. Borehole drilling in National Police
Service College in Embakasi-Nairobi County.
d. Borehole drilling in Habalo Ndile and

Golole in Marsabit Co

Maintenance of
Plant and
Machinery

Maintenance of
Engineer
Equipment
Expenses

Refined Fuels
and lubricans

17,852,400

77.500,624

20.56s.000

r00%
achieved

aOa a O O a
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e. Borehole drilling in Kakuyuni in
Machakos County.
f. Borchole drilling in Mangawani in
Kwalc County
g. Borehole drilling in Makuyu in
Murang'a County.
h. Borchole drilling in Uthinr and Lari in
Kiambu County

Disaster
Preparedness

Capacity building.
a. Live Agent uaining (Czech Republic).
b. Lectures to KDF Schools.
c. Local training on Basic Urban Scarch
and Rescue

Training
Expenses

Domestic Travel
&
Accommodation

Refined Fuel and
Lubricants

4,396,34s

256,000

278,546

100%
achieved

l00Yo
achieved

100%
achieved
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