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Annuol Rcport and Flnoncisl Stotemcnts
For thc year cndcd lunc 30 202L

r. KEY ENTITY INFORMATTON AND MANAGEMENT

(e) BACKGROUNI)

The Ministry continued to cxecute its mrndatc re provided for in Article 24 I of thc Conctitution and Execullve

ordcr No. 2 of Mry 2013. To this end thc ministry was able to pefonn hs corc mrndatc and rddrcas cmerging
sccurity challenger. Thc cmcrging sccurity thr.ets included tcnorism, cattlc rustling, human and drug trafflcking,
prolifcntion ofsmall arms rnd piracy.

Thc Ministry is hcaded by thc Cabinct Secrctary, Dr. Monica K. Juma,CBS rvho is responsible for thc policy and

thc General Administration of thc Ministry.

The Ministry is celeSorized as vote l04l within the approved National Budget which is adnrinistcrcd by Dr
Ibrahim M. Mohammed, CBS as thc Accounting Officcr.

The accompanying financirl stltcmonts constitutc the financial statements for the Ministry of Defence

r.r wsloN

A prcmier, crcdible and mission capable Forco dceply rooted in profcssionalism.

1.2 n/flSSION

To dcfsnd and protcct the sovcrcignty and tcnitorial inte3rity of thc Rcpublic, assist and cooperato with olher

civil authoritics in situations of emergency or disuster and rcstore peaco ln any pam of Kenya affected by unresr

or instabillty as assigned.

lJ CORE VALUES

To achieve iE mission and vision, the Ministry has a number of core values and beliefs namely:-

a. Apolltlcel: The Defcnce Forces will steer clear of politics and will rcmain steadfastly apolitical.

b. The Civil prerogetlve: The Dcfonce Forces shall always subordinate itsclf to democratic Civil

Authority and cxempliff civility in its dealings with the people of Kenya.
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c Loyllty rod Commllmut: Thc Dcfencc Forces rvill uphold its loyelty and commitmont to the

commandcr-ln-chief and the people of Kenya through the chain of command.

d. Prtrlotlsm: The strfrof thc Ministry of Dcfcnce shall always bc pariotic ro rhc Govemment nnd the

peoplc ofKcnya.

c. Profcsrlonrllrm: Scrvice delivery will bc based on thc highcst profcssional standards and will bc

blind to gendcr, ethnic, race or any other consideration.

f. Intcgrtty: The staffof the Ministry of Dcfence will cany out dutics with the highest integriry and in

accordance with thc laid down rules and regulation

I.4 CORE TUNCTIONS

The corc functions of the Ministry of Defcnce as stipulated in the Executive Order No, 2/20 l3 ure:

a. National Defence.

b. Dcvelopmcnt and Manrgement of thc National Defence policy,

c. Protection of National Bordors.

d. Support for Civil Aurhority.

e. Defence lntelligence.

r.5 USERS OFTIIE FINAI{CIAL STATEMENTS

a. Oflicc ofthe Auditor Gcneral

b. The Parliament

c. The National Trtasury

d. Controller of budget

e. Commissioner of Revenue Allocation

f. Tax Pryer

g. Ministry of Defencc

4
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(b) Kcy Meoegcment

The Ministry's day+o-day mlnagcment is undcr the following kcy personncl:

No. Ilcslgnrtlon Nrmc

Crbhet Secrct.ry Dr. Monica K. Juma,CBS

d.

Prlnclpel Sccrctrry rnd

Actountln3 Otllccr

Dr. lbnhim M. Mohamcd,CBS

3.
Ths Chlcf of thc Defence

Forces
Gen. Robert K. Kibochi, MGH, CBS,'NDC'(K),'PSC'(UK)

4.

Commrnder Kenyr Army Lt. Gen. Walter K. Raria CBS, OGW'NDC' (K)'PSC' (TZ)

5

Commandcr Kenye Alr Forco Maj. Gen. F O Ogolla EBS, HSC, 'NDC' (K)'PSC' (FRA)

5.

Commandcr Kcnyo Nevy Maj. Gen. Jimson Long'iro Mutai M.B.S .'NDC'(K)'PSC'(K)
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(c) Flduchry Mrnrgcmcnt

Thc key management pcrsonnet who hcld oflice during rhe financial yearended 3od,Jun 2021 and u,ho
had direct liduciary responsibility worc:

No. Dcdgnetlon Nrme Scrvcd

I Crblnct Amb Dr. Monicr K. lrrJuly 202t

2. Prlnclprl Sccrctrry

end Accountlag

Ofllser

Dr.lbrahim M. Mohamcd,CBS
'r July June I

3 of

Dcfcnce Forcer

Kiboch H,

'(K),'PSC'(UK)

il July 2020- June

4. mendcr

Army

Lt. Gen. K. Raria oGw (K)

'PSC'(TZ)

rtJ 2020- 202t

5. mt

Alr Force

Maj. Gen. F O

'PSC'(FRA)

MBS, HSC. 'ndc'(K) uly 2020- iune 2021

6. GT

Nrvf
Maj. Gcn. Jimson t ong@
(K)'PSC'(K)

u 20zl
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(d) Flducirry Ovcrdght Armngcmcnrs

(i) Minlsterlrl Committccg

(e) Budget Implcmcntrtlon

The committee is mandatcd to undertakc the following:

i. To review and consider the cash.f'low plans

ii. To rcvicw the utilization of cash limits and consider any changes as rnay be rcquired
iii. To review the utilization of donor funds voted to the Ministry

iv. To advice the accounting oflicer on any challenges related to to the budget inrplernentation
v. To rcview and recommend reallocation of expenditure

vi' To review and approve the subrnission of the expenditure retums, IppD. pending bills and Revenue for
the Ministry and recommend actions to be taken.

vii.To participate in Sector Working Groups.

viii. To prcpare budgets for line Ministries in consultation with Heads of Depanments

The Committee is scheduled to meet monthly in order to rcviov any budgct relatcd issucs and pcr.iodicalll,
advice the Accounting Officer

(b) Minlsterlrl Humrn Resource Manegement Advlsory comnrirtec (MHRMl\c)
The functions of MHRMAC cntail making rccommondations ro the authorized oflicer rcgaruling;

i. Recruitment,

ii. Performance msnagement,

iii. Promotions,

iv. Training and development,

v. Deployment,

vi. Recommcndations for retircment undcr 50 year rule among others.

It is chaired by the Principal Secrctary or his deputy. The Director HRM is thc Secretary. 'I'he [{oD,s and
Military representation from DHQ and the Thrce Services are members of rhe Committee.

(c) Miu isterial Performa nce Mana gement Com mittee(MpMC)

The functions of MPMC entail:

i. Undertaking quartcrly review of implementation of Strategic Plans and Performancc Contracts,

ii. Ensure linkage betwecn institutional performance contract and individual performance contracr.

iii. Ensure that the performance of all officers are evaluated and feedback on performance is relayecl at the

end of the Financial Year,

iv. Develop and implement the intemal monitoring and evaluation and reporting system.

It is chaircd by the Principal Secretary or his deputy. The Director HRM is the Secrerary. The HoD's ancl
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Military reprcscntation from DHQ and the tluee Services are members of the committee.

(d) Procurcment Advbory Borrd

The function of Procurcment Advisory Board is to advise the Accounting officer in decision making on matrcrs
of procurcment and $sets disposals.

(e) Minbtcrlel Audlr committcc

The Ministerial Audit commitlec has bcen rcorganized with guidance from the National rreasury and has clear
corporate tcrms ofreference which include thc following:_

i. Follow up on rccommendations of the parriamentary Accounts committee (pAC),
ii. Prcparation of responses on the Annual Report of the Auditor General.

iii. Arranging for cntry and exit mectingg with thc Extemal Audirors
($ Prrllrmcntsry Commlttce Acttvltlcr

(a) Parliamontary Committee on Dcfcncc and Foreign Relations.

The Ministry engaged the comminee to:

i. Discuss the budget sraregy papcr

ii. To discuss Kctrya Spacc Agency .

iii. To review the pcrformancc of thc National Security Sector.

(b) Public Accounts Committce

i. Thc Committee hetd discussions with the Ministry on the Rcpon of thc Auditor General on the

Ministry's Appropriation Accounts for the Financial Year 2}l'1l2}l8 and Financial year 20 I EDOl 9
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MINISTRY OF DEFENCE
Annual Reporl ond Flnunclal Stotements
For the year ended lune 30 2A2L

2. FOREWORD BY THE CABTNET SECRETARY

MANDATE

Article 241, sub-articlc 3 (a), (b) and (c) of the Consrirution providcs that thc

Mandrte of the Ministry shalt bc thc Deftncc and protection of the sovcreignty and

territorial intcgrity of the Republic, assisl and co-operatc with other authorities in

siturtions of cmcrgcncy or disaster and report to the Nationrl Assembly whenever

deployed in such circumstances and may bc deployed to rcstorc peace in arry parr of

Kcnya affected by unrest or instability only with tlre approval of the National Assembly

Amb. Dr Monica K. Juma,(Oxon),EOH

Cobinet Sccrctsry
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BUDGETARY ALLOCATION

Tttc budget allocatcd to the Ministry for thc FY 2O2O,?l ro accomplish rhe scr objectives was KShr
122'2611920'19t. This constitutcd rn allocation of Krhr 112F19,133606 for Recuncnt Expendirure and Kshs
6,712,786$t9 as Forcigr Loln'AIA'forthe implementation of Military Modcrnization progamme and K^rhs

3'000'000'000 as Capital Grant for Mordenization Programme; apponioned as sfown on rhe Charr below.

Budget Allocaticn by Progran:n:e

1:.jI-1::, l'aai:t :'ta. irrilr i!:.r!:i, :
-(ar,,,ii: t
I l.; i. :,:1 t' ! ! r: I L i i i€ :' l a r', i !. rti tt ii,.:

airrr ir!r:: )fa i?itl.-ti

Oaitlcir'!rl l:ji.3i:

[,r.clc;r,crt 1: j L.S : :

The total budgctary allocation for FY 2020121was KShs. 122,261,920,195, bur the actual expcndihrre was

KSbs. 122'20E 234,500; wlth Recuncnt Expenditure having an actual expenditurc of Kshs. 112,#6}46,25?,

whilc Development Expenditure (Foreign Loan 'AlA') component had an actual expenditure of Kshe.

6,742Jffi,@ whilc and GoK Funded Development Expenditure had an expenditure of Kshs 2,999,201,554.

Bclow is an overview ofthe financial performance for the year ended 30e J une 2C2 I as reported in the detailed

financial statcmcnts.
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For Bud3end Recurrcnt Erpendlturt;

For Budgetcd thc llevclopmcnt Expcndtturci

Prlatcd Ertimrtcs Actuel Verlancc
% Utlllzrtion

Vlriencc

Total Rcceipb I 12,5t9,133,506 il2.5t2,421,204 6,712,302 100%

Totrl Pryments I 12,519,133,506 n2,466.246,257 52,887,249 100%

Prlntcd Estlmrtg Actull Varlrnce oh Utlllzrtlon

Vrriencc

Totel Rccelpts 9,742,796,699 9,742,157,884 628,805 l00o/o

Totel Payments 9,742,7E6,6E9 9,741,999,243 79E,446. l00o/o
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T}TINISTRY OF DEFENCE
Annuol Reprl and Flnonclol Stqtenents
Fot thc ycar cndcd .lunc 30 2021.

Budgct Utllizetlon

Thc Ministry spcnt KSh8. 122'20t'234,{9t against an approved budgcr of KShr. t22,261,920,I9S

represcnting absorption of 100%. Utilisation of tlrc budgct was canied out through various activllles (econornic

classificrtions) as shown in the tablc bclow:

Compensrtlon of Employccs 1,05E,450,000 1,028,643,167 29,606,633

Ure of goods rnd scwlccs 332,266,500 329,471,494 2,795,006

Mllltrry Payments 10E,151,565,460 108,132,101,605 19,463,955

Other Grrnts and transfers 2,912,601,545 2,912,507,546

Acqulsltlon of Asscts 54,250,000 62,429,999 1,820,001

Payments - Oevclopment 3,000,000,000 2,999,207,554 798,446

Foreign Grants 6,742,786,6E9 6,742,7E6,6E9 -0

Grend Totrl 122,261,920,195 122407,436,054 54,4E4,t4L

t3
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Annuol Rcport ond Flnanclal Stqtements
For thcyear cndcd tunc 30 2021.

CAfr.RENT YEAR PERFORMANCE AGAINST PRIOR YEAR

Rccclpls and Paymcnts

Totrl RccelpE Broken Down

Thc diagram bclow depicc thc share ofmqior categories ofrcceipts for thc fiscal year ended 30rh June 202 I . The

mqior source of funding for tho Ministry of Dcferlce is oxchequer rcteascs that account for 93o/o of rhe toral

r€ceipts

Ycrr to Ycrr Endln3

30s Junc 2021

Ycrr to Ycrr Endla3

306 Junc 2020

Chengc % Chengc

TotrlRccciprs 122,261,920,195 t22,254,5?9,097 7,34 I , l0g l00o/o

Total Payments 122,261,920,195 122,209,234,499 53,685,700 100%

Rccelpts Clesrlllcr tlon Yeer to Year Endlng
Junc 2021

Year to Ycar Endlng
Junc 2020

Verlance % Change

ll5,5l1,792,397 101,651,157,577 13,660,634,820 t2%

Goverament Entities
479,523,053 54E,716,016 -69,192,963 -l 4o/o

Procecds from Forclgn
Bonowings

6,742,786,699 5,870,385,336 E72,401,353 l3o/o

Reimbursements and Rcfunds 751,14E,165 772,42E,207 -21,2E0,042 -t%

Gmnd Totel t2:,,48!t,250,304 109,0{2,687,136 13,933,121,747 ll3o/o

l4
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Annuol Rqoil and Flnanclol Statements
For the ycar cndcd tunc 30 2021.

Totrl Prynctrts

The incrtase in Payments is due to Incrcasc in Budget for thc Ministry, New MDA's within thc Ministry.

The diagram below depicts the share ofmrjor categories ofpayments for the fiscal year ended 30d'June 202 I

Compensation of Employees 1,028,843,167 904,382,754 L24,4@,4L3 Lt4%

Ure of goods and sewices 329,477,494 149,384,679 190,096,916 22Lo/6

Military Payments 111,132,101,603 100,525,539,450 10,505,462,153 7L0%

Other Gnnts and Trunsfurs 2,912,601,545 150,000,000 2,762,50\,546 t94216

Acqulsltlon of Assets 62,429,999 E,469,460 53,960,539 737%

Other Expcnscs 7,973,457,907 7,191,529,5s9 787,928,348 L7t%

123,439,905,716 109,030,405,901 14,408,499,915 1L30^

t5
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Annuol Report ond Flnanclal Etotcmcnts
For thc year endcd lune 30 202t.

Flnrnchl Arctr Summrry

Recurrcnl Bank balanccs increascd by 5E7oh as a rcsult of increascd rcceipts torvards year end, Deposit Aecount

Bank Balance incrcased by 22oh as a result of incused collection of dcposits, lransfer of Unclaimed Liabilities
(Pcnsions,uncleared Effccts) from rccunent sccount to the dcposit account.

Bank Balances

c Rl::'-:'l: i::;-,;i
;: 03:-i i!

:. lavtr;:
r la3:g'1,

0JIilEnJ'19 'msfiii;

Br nk Account Nrmc Yorr to Ycer
Endcd Jun

2021

Yrrr to Ycrr
Endcd Jun 2020

Chrryc o/o

Chrngc

Recuntnt Account 46,174,947 6,71 9,894 39,455.053 587V0

Deposits 7 I 3,362,8E4 584, I 54,052 t29,208,E32 22o/o

t 69,643 5,56 I ,365 -5,391,722 -97o/o

Revenue 0 0 0

Ulinzi Spor6 Complex 26,978,541 0 26,978,54t

Total 786686,015 596,135,31I 190,250,701 32o/o

IE
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3.0 ACCOMPLISHMENTS

During the period under nevierv, the Ministry accomplished thc follorving

i. Under the rubric of Article 241 (3) (a) the Ministry performed its primaq, role by deploying aud

manning the borders tlrus cnsuring the sovereignty and territorial integriry of the Republic.

Under the rubric of article 240 (6) (a) the Ministry continued to facilirate KDF's deploymenr in Sourh

Sudan under UN Mission in Darfur (UNAI,IID) and UN Mission in South Sudan (UNMISS). KDp
deployed troops, alongside other Troop Contributing Countries (TCCs) under AMISOM (Sornalia;

Sector 2, l.INMlss and UNAMID (Darfur), MINUSCA (central Africa Repubtic) and

MINUSMA(MaIi). These deploymcnts werc instrumental in fosterirrg regional peacc and securiry.

nl To ensurc Customer Satlsfaction on uploading tenderr. posting prrss releases and statcrnents such as

Defence Council Decisions on postingsr promotions and appointments, thc Ministry under rhe gui6ancc

of the Cabinet S€cretary revamped MoD Website to nleer the demands of the tirncs. 'l'he Ministry also

advertised recruitment for the Cadots, Specialists and Servicemen/Women inter€stcd to join KDF in tlre

local dailies and on its website and subsequently did rhe recruitment as required.

iv' On the Multi-Agency Approach to Security, the Ministry continued to collaborate rvith all the

stakeholders including; Parliamcnt, Ministries, Departments, and Agencies to achieve its Mandate. ln

this rtgard therefore. KDF collaboratcd with the Ministry of tnterior and Coordination of National

' Govemment by conducting operations in Lamu (Fagia Msitu). Laikipia, l3aringo and pokot. Other

operations included manning of a Multi - Agency Road Blocks in Isiolo, Carissa and Kilifi Counlies.

among other areas.

Through the Ministry of Defence's Principal Secretary, rvho is the appointed revenue collector, Kshs.

5'514,6551835.00 was collected, being proceeds from UN reirnbursenrenls, fees paid to learning

institutions, rent from institutional houses, sale of tender documcnts and proceeds from auction of
obsolete assets and stores among others

The Ministry awarded procuremenl opportunities worth r(sls 2,356,850,184 to the Youth, Women and

Persons with Disability owned enterprises to adhere to the Presidential direcrive on the 307o

procurement rule on Access to Covemment Procuremenr Opportunities (ACPO).

vl
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Annual Repofi and Flnancial Statements
For thc year ended lune 30 202L

vii. Under the 40% Policy on Promolion of Local Content in Procurement. the Minisrry spenr a total of l(.s/rs

2,531,596,117 on procurclnent of local goods aud services.

vllt ln support of the Government effort in Environmental Sustainability in line rvith SDC's and Kenya's

Vision 2030, tltc Ministry planted a total of 1,388.629 seedlings in dcsignated arcas and identified rvater

towers through the Environmental Soldier Programme (ESP). This was achievcd througlr working in

partnerships rvith other supporting agencies and organizations,

tx. To foster Regional cooperation thc Minislry has tallen a leading role by supporting and participating in

thc EAC, EASF, IGAD, UN, and AU Programmes and activitics. These activitics included; Workslrops.

Policy Organs Mcetings, Training, Joint Exercises, Sporting and Cultural cvcnts.

To ensure that tlre Ministry's Essets were well rnain(ained for operational readiness. an .qsset and

Property Rcgistcr rvos dcvclopcd whilc plant and cquipmcnt werc maintaincd in accordance rvith thc

manufacturer's schedules.

xt The Ministry further continued to support the Government Policy on Cender mainstreaming by

implementing the Ministry's Gender Policy and building capacity of women in the securiry sector: rvitlr

reference to UN Rcsolutions 1325 (2000), tlrrough UN Women financial supporl.

xu The Ministry was also able to absorb the entire approved Recurrent Budget of KShs. 112,512,421,202

for the Financial Year under rcview. This being 1007o of the amount budgeted for irr the year in focus.

The Ministry was further able to utilise Kshs. 3,000,000,000.00 of Developmcnt Funds as provided for

in the budget and Kshs. 6t742r7E6r6E9 budgeted for under the Export Conrpensation Agreement (ECA).

xiii. The following modemization programmcs continued to be implemented in the FY 20121

a) New accommodation and messing facilities at various military installations

b) Completion of ongoing projects.

c) Equipmcnt upgrades and improvement

d) Kenya-SomaliaborderSecuritizationprogramme

e) Construction of Ulinzi Sports Complex

f) Construction of Regional Hospitals

x
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For the ycar ended tunc 30 2021.

xiv. Under the Export Credit Anangemcnt (ECA). the follorving Prograrnrnes rver.e lunded and are still
ongoing

a. thc construction of 4000 Ton Slip Way at Mtongwc was done and its devclopnrcrrt is srill ongoing.

b. KNS Shupavu

xv. The Ministry was able to carry out the follorving l{umanitarian Civil Activities/projccrs

a) Drilling of Boreholes and construction of rvater pans

b) Airlifling of rclief food in Lamu

c) Rchabilitation of the meter gauge raihvay lines. Nairobi-Nanyuki. Nairobi-Nakuru-Kericho and

Gilgil-Ol Kalou

d) Planting of Trees in military cantonmcnrs, and orher designated areas

e) Mcdical intervention camps in different parts ofthe country including Lamu Counfy. Isiolo arnong

other counties.

xvi. Further, on the National Development Agenda, the Ministry of Defence (MoD), in Iine wirh its mandarc

to aid civil authorities and in executing directives of government, launched a number of projects that

contribute towards the National Development Agenda. The projects undertakelr during the year are Bs

follows:

a) Improvement of Operational Vehicles and Engineer Equipment et the Thika Banacks to enhance

lhe state oftroop readiness and agility. Apart from boosting the troops'morale, the project rvill

suPPort them to achieve results, guaranlee territorial integrity and sovereignty of the Republic.

This project is undertaken with local industries in an effon ro promote thc Buy Kenya. Buil6

Kenya policy.

The local vehicle assemblers and franchises namely Toyota (Kenya), Isuzu East Africa, Mantrac

(Kenya) and PRD Rigs (Kenya) entered into a framervork agreement with the MoD for the

acquisition and supply of assorted pick-ups, trucks, prime movers. rvater drilling rigs arrd a range

of engineering equipment.

b) On May 24,2021, we rolled offthe full production at the Kenya lvleat Commission (KMC). Over

the last few months we refurbished this strategic installation and set-up robust business process

systems to cater for the needs of livestock farmers and the general public having received the

Ministerial responsibilily for the KMC was transferrcd to the MoD on September 7,2020.
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c) On May 27, 2021, we received from the Prcsident the much-awaited chartcr lor rhc National
Defencc University (NDU).This is a significanr addition to the growiug ccosysterr of centres of'

excellence in training within the MoD. Without a well-grounded human rcsource at tlre strategic

policy level. 8ny government would not effectively pursue its desired devclopment path nor can

national intercsts in today's compctitive world order be corrected, frarned. pursued and achieved.

NDU will stand us rvell in the family of lead training, research and analysis institutions dealing

with Defence, security and strategic matters.

d) On June I't 2021, HE the president launched the newly rcnovated Nakuru Kisumu MGR railrvay

line. The full functioning of this rail road rvill provide seamless transportarion fi.om ihe Mombasa

port to Kisumu. If the examplc of the Thika-Nanyuki is anything to go by, both the railrvay and

shipyard are set to spur economic activity through the facilitatiorr of the movetnent of pcople,

goods and services across Kenya and around the Lake Victoria region inro Uganda, Rwanda,

Burundi and thc DRC via Lakc Victoria.

e) On May 31" 2021, thc Prcsident launched the Kenya Shipyards Limired, a parasraral rvithin tlre

Ministry of Dcfcnce. ln pursuant to the National Developmcnt Agenda, KSL rvill groatly enharrce

ourcapabilities in cxploitrtion of home wlters in facilitating trade. industry and Defcrice of thc

country's maritimc interests.

Each of these projects rvas delivercd to the highest level of professionalism, demonstraring thc

competencies of the MOD in general and KDF in panicular, and are pr.oof of our fidelity to the

constitutional obligation to contribute to the national aspirations ofour rnotherland.

f)

National Development Agenda.

The Ministry of Defcnce (MoD), in line rvith its mandate to aid civil authorities and in executing

directives of govemment, launched a number of projects that contribute to the National Developrnent

Agenda.

The projects were done by the Kenya Defence Forces (KDF) alone or in cooperarion wirh ot6er

ministries, departmcnts and agencies. Other projects were initiatives of KDF and the private sector

while onc was done by KDF in collaboration with the academia. Each of these projccts was delivered to

the highest level of professionalism, demonstrating thc compelencies of the MOD in gcneral and KDF

in particular, and are proof of our fidclity to the constitutional obligation to contribute to lhe rrational

aspirations of our motherland.
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a) Operational Vehicles and Engineer Equipmenr at the Thika Banacks. ln tlre naturc of our business.
lroops' rnorale and resources play a key role in mission readiness and mission success. This projcct.
therefore. is aimed at enhancing the state of troop readiness and agility.

Apart from boosting the troops' morale. the project will support them to achievc resulrs.
guarantee territorial integrity and sovereignty of oul nation and protect the citizcrrs.
Significantly. tlris project is undertaken rvith industries in an effon to promore local industrl,
through tlre Buy Kenya, Build Kenya policy. The local vehicle assemblers and fi.anchises

namely Toyota (Kenya), Isuzu East Africa, Mantrac (Kenya) and PRD Rigs (Kenya) entered
into a framework agreement with thc MoD for the acquisition and supply of assorled pick-.ps.
trucks, prime movcls, water drilling rigs and a range of engineering equiprnent.

b) On May 24,2021, we rolled offthe full production at the Kenya Mear Commission (KMC). Ovcr
the last few montlts we rcfurbished this strategic installation and ser up robust business process

systems to cster for the needs of livcstock farmcrs and rhc gerrcral public having receivccl t5c
Ministerial responsibility for thc KMC rvas transfened ro rhe MoD on September 7, ZO2O.

c) On May 27,2021, we. received from the President the rnuch-arvaitcd charter fbr tlre National
Defence University (NDU).This is a significant addition to the grorving ecosystem of centres of
excellence in training rvithin the MoD. Without a well-grounded hunran l.esource at the strategic
policy level, any Sovernment rvould not eflectively pursue its desired developmenr path nor can

national interests in today's competitive world order be corrected, framed, pursued and achieved.

NDU will stand us rvell in the family of lead training, research and analysis institutions dealirrg

with defence, security and strategic matters.

d) On Jun I't 2021, HE the president launched the newly renovated Nakuru Kisunru MGR railrvay

line. The full functioning of this rail road will provide seamless rransportstion frorn the MomLrasa

port to Kisumu. If thc example of thc Thika-Nanyuki is anything to go by, borh the raiSvay and

shipyard are set to spur economic activity through the facilitation of the movement of people.

goods and services across Kenya and around the Lake Victoria region into Uganda, Rwanda,

Burundi and thc DRC via Lake Victoria.

e) On May 3 I n 2021,H.E the Prcsident launched the Kenya Shipyards Limited, a parasraral wirhin the

Ministry of Defence. In persuant to the National Development Agenda, KSL rvill greatly enhance

ourcapabilities toin exploitation of homc waters in facilitating trade, industry and defence of the

country's maritime interests.

Each of this projects was delivered to the highest level of professionalisrn demonstrating the
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contpetencies of the MOD in genenl and KDF in particular and are proof of our fidelity to the

constitutional obligation to contribute tothe national aspirations ofour motherland
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CHALLENGES

Thc Ministry's optimum performance rvas constrained by the follorving fbctors:

Inadequete Funding. Inadequate funding is a major constraint in inrplernenting defence programrncs and

activities. This is further compounded by the escalating cosrs of nrodem rnilitary har<hvarc. Inadequate fundirrg

has in particular delayed implementation of Programmes in the Development Budget occasioning pending Bills
in the both the Recunent and Developrnent Vote.

Procurement Lead Times Coupled rvith the challenges of having to rely heavily on foreign nrilitary producrs.

the duration it takes to complete the procurement cycle is inordirrately long due ro the fact that military hardware

are not off the shclf item.

Diminishing Treining Arers. Diminishing of trainir:g areas is aftributcd parrly to encroachment into military
land and a rapidly expanding population. The reduction oftraining fields has called for adoption ofother options

and in particular rcliance on advanced technolos/ system like simulation. ln effect, the adoprion of these

technologies will continue to call for more brrdgetary allocations.

Agoing and Inedcquetc Infraetructure. Thc deterioration of DcGnce infrastructure over the ycar.s due to
inadcquate funding continues to demand for mors rcsources for thc rehabilitation of most of the physical

i n fiastructure and the rehabi litation of ageing equipment.

lnadequate Numbcr of Civilion Steff. The Ministry is currenrly lacking enough civiliarr staff to lneer lhe

demands of providing support services to the rapidly expanding the military. Fu(her, the Ministry has a

challenge of civilian succession management due to restrictive Public Service recruitment and staffing policies.

However, this challenge is currently being addressed by the leadership.

Technological Changes. The rapid changes being experienced in technotogy has continued to impact on the

Ministry's ability to retain military systems over extended periods. Corrsequenrly, this effect has resulrecl in

frequent changes in communications and information systems.

Currency Fluctuatlon. Most of our Military hardware is sourced from the international markel and the

volatility of intemational cunencies adversely affected the Ministry's budgetary allocations.

Covid-I9 Global Psndemlc. Due to the global chaltenges related to Covid.lg pandemic, thc Ministry lost staf'f ,

It also disnrpted with implcmentation of key activities and prograrnmes. The Minisrry also lost sorne of irs sratT

during the period under rcview
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3. STATEMENT OF PERFORMANCE AGAINST PREDETERMINED OBJECTTVES
Introduction

section 6 I (2) (D of the Public Finance Management Act, 201 2 requircs that, at the end of each financial year. the
Accounting officer when preparing financial statements of each National Govemment entity in accordance witlr
the standards and formats prcscribed by the Public Sector Accounting Standards Board includes a sratement of
the M i nistry's performance agai nst predcterm ined obj ecti vcs.

The key objectives of the Ministry of Defence as per its constitutional rnandate are to

a) To defend and protect the sovercignty and territorial integrity of the Republic, support intemal security
operations and promote Regional and lnternational peace and Security

b) To support humanitarian a*ivities

c) To provide policy dircction and administrative suppon services

d) To adrninistcr and cordinate space related activities

Progress on rttainment of Strategic development objectives

For purposes of implementing and cascading the above development objectives to specific scctors, all rhe

development objectives werc made specific, measurable, achievable, realistic and tirne-bound (SMART) and

converted into development outcomes. Attendant indicators were identified for reasorrs of tracking progress and

performance measurement: Below we provide the progress on attaining the stated objectives:

MDA Program: Objective Outcome Indicator Pcrforrnsnce

l. Nrtional Dcfcact
Sub Program: l.
Dcfcnce Pollcy
Managemcnt

To defend and
protect
soveroignty and
torritorial integrity
of the Republic,
support internal
sccurify operations
and promote
Regional and
Intemational
Peace & Security

Provide
dircction and
suPpon to the
three Services
to secure the
Nation.

Timely and
cflbctive logistics
suppon

Provided arnmo and
matcrial, and
Maintained cquipment
and infrastructure

Eflicient personnei
administration

Gencral personncl
administration and
welfare was providcd

effective
operational support

Intelligence
gathering and
dissernination

Provided support to
military operations

Intelligence gathered and
disseminated
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Porformrncetcomc

Comprehcnsive
medical suppo,l

Coordi provlston
of mcdical suppl ies arrd

was donc

SWarcncss

public
information

lc awarcness and

Quality and
effcctiveness of
legal support

s and legal
support to scrvices was
provided

Military
modernisation

Acqu of rrerv

infrastructu on n

equipment and
developmcnt of related

National land
borders

bascd thrcats.
to land

rcsponsc to land bascd
threats

and cffectivc

Border
Securitizetion

Percentage of
completion of the

45o/o

.Sub Program: 2

Lcnd Defcncc

rcgional&
lntemational
Pcacc &
Sccurity

rcgional and
intemational Peacc
support operations
(PSOs) and

on tn
cffcctive participation in
PSOs and programtncs

Timcly and

National Air
Space

to
thrcats rcsponse to Airborne

threats

3. Netlonel Alr Sprec
Defcnce

ro8mm:

Enhanced
rcgional &
International
peace

&security

rcgional and
international Peace

support opcrations
(PSOs) and

on tn
effcctive partioipation in
PSOs and programmes

Timely oynrent and

Sub Progrem:
4. Terrltorlal Water
Defcnce

Territorial
Waters

Respond to
Tenitorial Waters
threats

effective
response to Scaborne
Threats
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MDA Progmm: Objectlve Outcome Indicator Performance

Enhanced
regional &
Intemational

Peace
&security

Panicipation in
rcgional and
international Peace

suppon opcrations
(PSOs) and
programmes

Timely
effective panicipation in
PSOs and progratnlnes

2. Clvll Aid
Sub Program:

t. Civil Aid
To support
humanitarian
activities

Humanitarian
assistance
provided

Respond and
mitigate
crisis, disasters and
emerEencics

Timely and
response to elncrgencies
and disasters

3. Gencral rnd
To policy

l. Gcneral
Admlnlstrrtl
on, Plennlng
rnd Support
Scrvices

direction and
administrative
support seruices

b Progmm: 2,
Military
Industrializstion

Effective
Service
Delivery

Provide
administrative
support services

Effcctive administrative
support services were
provided

Stratcgic an

20t8-2022

Strategic
Dcfencc and
Security
Review
(sDSR)

Peace Support
Operations
Policy

Military Land

Plan
20tE-2022

Strategic Defence
and Sccurity
Review (SDSR)

Peace Support
Operations Policy

Military Land
Policy

orr ol
20 I E-202?. S trategic Pl arr

done

Develop the Peace

Support Opcrations
Policy

Development of Military
Land Policy on going

Manufacture
ofsmall arms
ammunition

Timely supply of
Small Arms
Ammunition

Sustained operational
rcquiremcnts of security
agencies

Modemization
of small arms
ammunition
production

New WARSAW
and NATO Amnro
Production Lines

Acquisition of moderrr
ammo production line on
going
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MDA Progrrm: Oblcctlve Outcome Indicrtor Pcrformrncc

M Timely of of
Dehydrated
Food and
Ration

Dehydrated Food
and Rations

vegetablcs, fruits and
MREs done

rcs

4
Sub Progrrm:
Nrtioarl Sprcc
Mrnrgcment

To adminisrcr Space among
coordinate sprcc
rclaed activities

mrnrgcment
and regulation
ofsprce
rclrtcd
rctivities

scctor rcgulation
frrmervork
established

academia, industry, Govt
and parlners

Suctaineble developmcnt
of crpaclty rnd outrcach
on going

Promote ure of spacc
derived data across
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.I. CORPORATE SOCIAL RESPONSTBILITY STATEMENT/SUSTAINABILITY
REPORTING

l. Sustrlnrblllty strstegy rnd prollle -

The Ministry of Defencc has been cngaged in various aspects as far as Corporatc Social Resporrsibilit.y is

concerncd. Notably' among them is tlte Environmcntrl Soldier Program lhat is aimed at conseruing the

environment. We have planted more than scven ntillion trees countrywide. The Ministry las also conducte6

medical camps in remote areas of the country to assist the rcsidents access bencr rnedical carc. This is irr iine

with the Big 4 Agcnda of universal Health Carc. In addition, the Ministry of Defence through irs techrrical ar.r.n,

KDF, has sunk borcholes in various pans of the Country to provide potable \vater to tlre populace.

We have in the recent past rclrabilitated public institutions and infrash'ucturc such as schools. roads. bridgcs,

railway lines, and ships in an effort to ease transport and improve livelihood.

2. Envlronmental Policy and Performancc

Ministry of Dcfence (MOD) is in the process of reviewing its Defence Envircnrnenral Policy - a process wltich

is at an advanced stage, pending reviel by Scrvice Commanders Committee and ratification. Thc policy airns at

enhancing sustainability across all MOD activities and installations to enable nrission reediness to\vards

achieving'Total National Defence'.

Sustrinrbllitv Successes

MOD has had a number of successes in its environmental sustainability efforrs. These include:

a. Througlt thc Environmental Soldicr Prograrnme (ESP). MOD lus planted 1,1001000 sccdllngs in

rnilitary clntonments and gazetted govemrnent forcsts during tlre year under revierv.

b. MOD continues to ovcrsee the setting up of tree nurseries in rnilitary cantontnents to ensurc sustainable

supply for its afforcstation progralnme. Tree nurseries have been set up at Embakassi Garrison. Kenya

Military Academy, Moi Airbase and Tlrika Barracks, and a further two nurseries are imnrediately

planned for the School of Military Intelligence and Langata Barracks.

c. MOD in partnership with the Ministry of Environment and Forestry (MoEF) and other stakeholclers,

continues to rehabilitate its adopted forests. Successes in this area includes the ongoing restoration of

Mareba Wetlands in Uasin Cishu County, successful reforestation and continued monitoring of Kibiku

Forcst, and the rcgeneration of Ragia Forest in Nyandarua - a catchment of the Sasurnua Dam.

d. MOD facilitated thc training of personnel in various sustainability fields including the
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recently concluded Googlc Earth Enginc Tnining of Fivc (5) Pax to cnrblc bcttcr gcospatial plannirrg
for environmental sustainabil ity

Through the Envimnmental sustainability Pmgrarnrne ar the Kcnya Military Academy. cadets continue
to be cngaged in clean-up Programmes including the clcan-up of Dundori River and Lakc Nakuru
Nationel Park.

f' MOD has also instituted incorporation of its environmental experts in all projects, design.
implemcntarion and opcntion, to minimize its cnvironmentat footprint.

g' MOD has implemented energD/ efficicncy projects utilizing rcnewable energy including:

( l) lnsrallation of biodigester unirs at Oarissa _ Modikr camp.

(2) Implemenurion of encrs/ saving lighting across KDF units.

(3) lnsrallation of LED srrcet lighting across KDF units.

(4) Rcplacement of fircwood with the Ener$r Eflicicnt cook Srove (DEFKITCH (K) 20t0) in KDF
bases.

(5) Installation of sotar water heating units at thc KDF Recovery centre.

h. The Ministry is also implemonting intograted solid lvaste managsrncnt pilot projects at KMA, MAB and
Defcnce Hcadquarters.

i' MOD has also cxpanded its partnership portfolio through the whole of governmcnt approach. The
psrtneni range from govcrnment and non-govemmental organizations including:

(l) Ministry of Environment.

(2) United Nations Environment programme.

(3) Summit Seckers.

(4) Grcen Belt Movcmcnt.

(5) Various county govcmments.
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Cbrllcnqcs

A major challenge rcmains availability of funding. tn sphe of the efforrs by the Ministry, inrernal funding is

insuflicient for the scale of its environmental programme. Extemal is also restrictive rvith regards to priority
projccts. and as such ineffective.

3. Employcc wclfrre

The Ministry is guidcd by various Govcrnment policics in rccruitmcnt of pcrconnel. spccifically the public

Scrvicc Commission polices end guidelines. The requitmcnt takcs into considcration the a third gender ratio.
The Ministry has continued to train its staff to enhance perfomrance and facilirate carcer dcvelopment.
Promotion, re'designation and job enrichment rrc the key strategies applied in promoting cmployee carcer
growth.

All emptoyees arc placcd on rnnurl pcrformance appnisal systcm. The Ministry has a rervrrd/sanction sysrern

bascd on performancc.

The Ministry has implemcnted various measurcE to comply with the Occupational, Safery and Health Act, 2007.

Thesc include developmcnt of ministerial guidelines on health and safety mrnrgcment, rraining of personnel on

OSHA as well as provision of Penonal protective Equipment to staff,

4. Communlty Engrgements-

On behalf of the Ropublic of Kenya. KDF dclivcrcd 24 tonnes of assoned medicine, rneat and meat products

and dried food to aid thc Humanitarian Support efforc in Coma, DRC.

KDF dispatched several shuttles of assorted humanitarian aid to affected families in Goma province in

Democratic Republic of congo DRC after they were displaced by eruption of Mt. Nyiragongo.

the
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Kenyan Tmops Enroute to DRC as part of IJIrI eRF

Thc Kenya Dcfonce Forces troops rrc renovrling a school and dcveloping n boreholc at Mararani in Kiungr Ward, Lomu

county in the ongoing Multi-Agcncy Field rraining Excrcisc to scrvc rhe rcsidcnrs.

A widorv to a formcr Kenya Dcfencc

Forces (KDF) soldier today rcceived

kcys to a newly built house

constructcd by rhe Milirary Wives

Association of Kenya (MWAK) ar

Kabatini, in Bahati, Nakuru Counry
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Thc Kc4a llcat Corrt ision wos rcoparnd by H.E Anm Kcnlatmat Athl Ritcr ollcr tfu Prcsidtnt natdatcd the KDF to rqlesign thc in/ratrncturc oftln
cortwlsslon $'irh a vian' ofnaHng it atoru iabb to ucotfood challcngcs in the counry'
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H.E Uhuru Konyatta, Pnsldont dthc Rcpubllc olKcrya and C.tn.C q/tht D{orct Forcrg on Thursdq'gantod cltartor to tln Notlondl
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l'erfornmrce ('otruttctit.€ Guidelincs on tlrc .\'atlonol Cohctton <uul t'ohtes indicuror.
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Chie/ofDclcnce Forcts Laying Foundation ofNcv.4ngllcan Clturch at De/ence Heaclquarters
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5. STATEMENT OF MANAGEMENT RESPONSIBILITIES

Section 8 I ( I ) of thc Public Finance Management Act, 2012 requircs that, at the end of each lirtartcial

year, the Accounting Officer for a Ministry shall preparc financial statements in respect of that errtitl'.

Section 8l (3) rcquircs the financial statcments so prepared to be in a form that complies with relevant

accounting standards as prescribed the Public Sector Accounting Standards Board of Kenya fi'on: tinre

to time.

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

prcsentation of the entity's financial statements, which give a true and fair view of the state of affairs of

the entity for and as at the end of the financial year (period) ended on June 30,2021. This respottsibility

includes: (i) maintaining adequate financial management arangements and ensuring that tltese

continue to be effective throughout the reporting period; (ii) rnaintaining proper accounting records,

which disclose with reasonable accuracy at any time the financial position of the entity; (iii) designing.

implcmenting and maintaining intcrnal coutrcls relevant to the preparation and fair presentation ol'the

financial statements, and ensuring thst they are free from material misstatements, rvhether due to enor

or fraud;(iv) safeguarding tlre assets of the entity; (v) selecting and applying appropriate accounting

policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Accounting Oflicer in charge of the Minisny of Defence accepts rcsponsibiliry for the entity's

financial statements, which have been prepared on the Cash Basis Method of Financial Reporting, using

appropriate accounting policies in accordance with Intemational Public Sector Accouttting Standards

(lPSAS). The Accounting Oflicer is of the opinion that the Mirrstry b financial statements give a true and

fair view of the state of entity's transactions during the financial year ended June 30, 202 l, and of the

Ministry's financial position as at that date. The Accounting Officer charge of the Minlsttv of De.fence

frrrther confirms the completeness of the accounting records rnaintained for the Ministtl', rvhich have

been relied upon in the preparation of the Ministry's financial statements as rvell as the aclequacy of the

systems of internal financial control.

The Accounting Officer in charge of the Mrnisl U,of Defence confirms that the entiry has complied fully

with applicable Government Regulations and the terms of external financing covenants (rvhere

applicable), and that the Ministry's funds receivecl during the year under audit were usecl for the
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eligible purposcs for which they nerc intcnded and werc properly accounted for. Further the Accounting

Ofricer confirms that the Ministry's financial statements have been prcpared in a form that complics

with rclevant eccounting standards prescribed by the Public Sector Accounting Standards Board of

Kcnya.

Approval of the flnanchl strtements

The Ministtyir financial ststements wer€ approvcd and signed by the Accounting Officer on

Jt.t c. 2021.

^

Princlpal Secrctary

Neme: DT.IBRAHIM M. MOIIAMED

Deputy Accountrnt General

Nume: ELECTINA W. WANYONYI

ICPAK No:3674
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OFFICE OF THE AUDITOR.GENERAL
Enhanc ing .4ccounlab t I i 0'

REPORT OF THE AUDITOR.GENERAL ON MINISTRY OF DEFENCE FOR THE YEAR
ENDED 30 JUNE, 2021

PREAMBLE

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

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

B. Report on Lawfulness and Effectiveness in 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 government
achieves value for money and that such funds are applied for intended purpose.

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, the risk
management environment, and the internal controls developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal control, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

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 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

t have audited the accompanying financial statements of Ministry of Defence set out on
pages 56 to 88, which comprise the statement of assets and liabilities as at 30 June, 2021,
and the statement of receipts and payments, statement of cash flows and statements of
appropriation - recurrent and development combined for the year then ended, and a

Report of the Auditor-General on Ministry of Defence for the year ended 30 June, 202 I



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

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of the Ministry of Defence as at 30 June, 2021, and of its financial performance
and its cash flows for the year then ended, in accordance with lnternational Public Sector
Accounting Standards (Cash Basis) and comply with the Public Finance Management Act,
2012.

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 Code of Ethics. I have fulfilled other ethical responsibilities
in accordance with the ISSAI and in accordance with other ethicat 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 Mafters

Key audit matters are those matters that, in my professional judgment, 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

Contingent Liabilities

As disclosed in Note 15.2 to the financial statements, the Ministry of Defence had
contingent liabilities totalling Kshs.2,536,677,187 as at 30 June, 2021, an increase of
Kshs.1,115,539,542 or 79o/o from the previous year's balance of Kshs.1 ,421,137,645.
The contingent liabilities relate to fifty-nine (59) court cases still pending in various courts.
The balance of Kshs.2,536,677,187 is still outstanding, subject to an outcome of court
determination of the fifty-nine (59) civil cases.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the

Report of the Auditor-General on Ministry of Defence for the year ended 30 June, 202 t
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financial statements are in compliance, in all material respects, with the authorities that
govern them. ! 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(1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Gonclusion

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 processes
and systems of internal control, risk management and overall governance were operating
effectively, in all material respects. I believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards (Cash
Basis) and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and governance.

ln preparing the financial statements, Management is responsible for assessing the
Ministry's ability to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Ministry or to cease operations.

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

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

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the Ministry 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.

Report of the Auditor-General on Ministry of Defence for the year ended 30 June, 202 I
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Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

Report of the Auditor-General on Ministry of Defence for the year ended 30 June, 202 I
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a

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

Conclude on the appropriateness of the Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Ministry's
ability to continue to sustain its services. lf I conclude that a material uncertainty exists,
! am required to draw attention in the auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Ministry to cease to
continue to sustain its services.

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

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

Perform such other procedures as I consider necessary in the circumstances

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

CPA ncy , CBS
AUDITOR-GENERAL

Nairobi

11 January,2022

a
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7. STATEMENT OF RECEIPTS AND PAYMENTS FOR THE YEAR ENDED sOTH JUNE 2I

RECEIPTS

I I 15,51 I,792,399 l0l,851 ,157,577Exchequcr releases

2 479,523,053 548,716,016Tnnsfon from Othor Governmcnt Entities

6,742,?86,689 5,870,385,3363Procccds from Forcign Borrowings

4 751,148,165 772,428,207Reimburscmonts and Rcfu nds

123,4E1250,304 109,042,687,136TOTAL RECEIPTS

PAYMENTS

1,028,843, 167 904,382,7545Compensation of Emptoyccs

6e 329,471,494 149,384,678Use of goods and scrvices

100,626,639,4506b I I1,132,101,605Military Paymcnts

150,000,0007 2,912,601,546Transfcrs to Othcr Govemment Entitics

62,429,999 8,469,460IAcquisition of Assets

7,19 1,529,5599 ?,973,45?,907Othcr Paymcnts

109,030,405,901123,43E,905,716TOTAL PAYMENTS

12,2E1,23546,344,5EESURPLUs/I}EtrICIT
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Anaml tryl and Flnoacbl Statencals
Forthcycar arH lmc 30 2021.

Thc rccountln3 polielcs and cxplrn*ory notrs to thcsc flnancial statcmcnts form an intcgral part of thc

finrnciel sttrmcntr. Thc ontity finrncld strmmonm wtrc rppmved s1 3 r . : b ' 202t and signcd

by:

W
PrhdpslSccdrry

Nane Da IBRAHIMM MOEAMED

Dcputy Accountrnt Gcncrrl

Nemc: ELECTINA W. WAI{YONYI

ICPAK No: 3674
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8. STATEMENT OF ASSETS AND LIABILITIES AS AT 3OTH JUNE 2O2I

NNANCIAL ASSETS

Cssh and Cash Equivalents

596,435.3 t Il0A 786,686,015Bank Balances

0l0B 0Cash Balances

596.435.3117t6.6t6.015Total Cash and crsh equlvalent

ll 4,475,000 4,475,000Accounts Receivables

600,910,31I791,161,015TOTAL FINANCIAL ASSETS

FINANCIAL LIABILITIES

740,341,425 584, I 54,052t2Accounts Payables

16,756,25950,E19,590T\TET NNANCIAL ASSETS

REPRESENTED BY

104,774,395l3 4,475,000Fund bclrnce b/ftvd

l4 - 100,299,371Prior Year Adjustments

12,281,23546,344,588Surplus/Deflclt for the yeer

50,819,588 16,756,259NET FINANCUL POSMON
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finrncial *rt ments. Thc cntity financial sEtcments u,erc approved 6p Je , c 6 , 20Zl andsigned

by:

)r@-
Prlnclprl Sccrctry

Nrne llr. IBRAHIM M MOHAMEL

Ihputy Accountrnt Gencrel

Nrmo: ELECTINA W. WANYONYI

ICPAK No:3674
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9. STATEI}TENT OT CASH FLOWS FOR THE YEAR ENDED 3OTH JUNE 2O2I

Rccclptr for opcrrtln3 lncomc

Exchcqucr Relcascs I ll5,5l1,792,399 l0l ,85 1,157,577

Transfers from Otho Govomment Entities 2 479,523,053 54E,7 I 6.016

Reimbursemenr rnd Rcfunds 4 75 r, r48, r65 772,429,20',1

Paymen6 for operetlng Gxpenrcs

Componsation of Employces 5 I ,02t,E43,1 67 904,382,754

6a 329,471,494 149,384,6?8Use of goods and serviccs

6b I I l,l 32,lo l,605Military Payments 100,626,639,450

7 2,912,601 ,546 150,000,000Transfcrs to Other Govcrnment Units

9 7,973,457,907 7,191,529,559Other Expcnrcs

AdJueted for:

Adjustmcnts during the ycar

42,245,357Decreasc(lncreasc) in Accounts Rcceivable

156,187,373 42,931,935Increase(Decrease) in Accounts Payable

t4 -12,281,259 -100,299,371Prior Year Adjustments
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Receipb for operating income

-6,177,281,729 -5,864,756,700Net cash flow lmm opcrafing acllvllles

CASHFLOW FROM INVESTING ACTIVITIES

Proceeds from Sale of Assets

8 -62,429,999 -8,469,460Acquisition of Assets

-62,429,999 -8,469,460Net carh llowr fiom Investln3 Actlvlties

CASHFLOW FROM BORROWING ACTIVITIES

3 6,742,786,689 5,870,385,336Proceeds from Foreign Borrowings

6,742,786,689 5,870,3E5,336Ncl cash flow lrom finonclng oaivilies

202,531,961 -2,840,824NET INCR.EASE IN CASH AND CASH
EQIIIVALENT

599,276,135t3 584,154,054Cash end cesh equivalcnt at BEGINMNG of the year

l0a 7E5,6t6,013 596,435J00Cesh and cesh equfuelent et END of tbe yeer
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Thsrccountiry policlce rnd cxplrn*ory notca to thcsc financirl shtcmcnts form an intcgral part ofthc
finaneirl strbmctrs. Thc mtity firnnchl strtsmcnts worc approned s1 3 : . r 6 , ZCIZl andsigncd

by:
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Deputy Accountrnt Gcncrrl
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14. STGNIFICANT ACCOUNTING POLICIES

The principle accounting policies adopted in the preparation of these financial statements are set oul

bclow:

l. Strtcment of Complience and Basis of Preparrtion

The financial statemcnts have becn prepared in accordance with Cash-basis lnternational Public

Scctor Accounting Standards flPSAS) as prescribed by the Public Scctor Accounting Standards

Board (PSASB) and set out in the accounting policy note below. This cash basis of accounting has

been supplemented with aceounting for; a) receivables that includc imprcsts and salary advances

and b) payables that include deposits and rctentions.

'['he financial statements comply with and conform to thc form of presentation prescribed by the

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

2. Rcporting Minlstry

The financial statements are for the Minislry of Defence. The financial statements encompass the

reporting cntity as spccified under section E I of the PFM Act 2012 and also comprise of the

following dcvelopment projccts implemented by the entity:

i. Hospitals - Isiolo and Kahawa

ii. Ulinzi Sports Cotnplex

iii, Defco Relocation

3. Reportlng Currency

Thc financial statements are presented in Kenya Shillings (KShs), which is the functional and

pporting cunency of the Govcmment and all values are rounded to the nearest Kenya Shilling.
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MINISTRY OF DEFENCE
Annual Report and Flnanclal Statements
For thcycar endcd lunc i0 202t.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

4. Slgnlllcent Accountlng pollclcr

The accounting policies set out in this section havc been eonsisrently applied by the Ministry for all
thc years presented.

e) Rccognitlon of Rccelpts

The Entity recogniscs all receipts from the various sources when the cvcnt occurs and thc relatcd
cash has actually been rcccived by thc Ministry.

i) Tar Rccelptr

Tax reccipts are rccognized in the books of accounts when cash is received. Cash is considered as

received whcn notification of tax rcmittance is received. (Check if this policy is applicable to
Ministry.

ll) Transfcrs from the Exchequer

Transfors from the exchequcr arc rccognizcd in thc books ofaccounts when cash is rcccived, Cash is
considered as receivcd when payment instruction is issued to the bank and notified to the receiving
Ministry.

lll) Extornrl Arslrtancc

Extcmal assistance is received through grants and loans from mrrltilateral and bilatcral dcvelopmenr

PEftnens.

Grants and loans shall bc rccognized in the books of accounts when cash is received. Cash is

considercd as rcceived when a payment advice is received by the recipient Ministry or by the

bcneficiary.

In case of grant/loan in kind, such grants are recorded upon receipt of the grant item and upon

determination of thc value. The date of the transsction is the value date indicated on the payment

advice. A similar rccognition criteria is applied for loans received in the form of a direct payment,

During the year onded 30u Junc 2021, therc werc no instanccs of non-compliance with terms and

conditions which havc resulted in cancellation of extemal assistance loans.
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/fiTNISTRY OF DEFENCE
Annaal Report and Financlal Statemcnts
For thc year cndcd Jaac 30 202L

SIGNIFICANT ACCOUNTING POLICIES (Conttnued)

iv) Othcr receipts

These include Appropriation-in-Aid and rclates to receipts such as procccds from disposal of
assets and sale of tender documents. These are recognised in the financial statements the

time associated cash is received.

b) Recognition of paymcnts

The Ministry recognises all payments when the event occurs. and the related cash has been paid out

by the Entity.

i) Compensetion of Employecs

Salarics and wagcs, allowances, statutory contribution for cruployecs are recognized irr the

pcriod when the compensstion is paid.

ii)Use of Goods and Senlces

Goods and scrvices are recognizcd as paymcnts in the period whcn the goods/serviccs ale

paid for. Such cxponses, if not paid during the period whuc goods/services are consunred,

shall be disclosod rs pending bills.

lli) Interest on Borrowlng

Bonowing costs that include intercst are rccognized as payment in the period in which tlrey

are paid for.

iv) Repayment of Bornowing (Principal Amount)

The repayment of principalamount of borrowing is recognized as payment in the period in

which thc rcpaymenr is made.

v)Acquisitlon of Fixed Acsetg

Thc payment on acquisition of property plant and equipment items is not capitalized. The

cost of acquisition and proccods from disposal of these items are lreated as payments and

receipts items respectively. Whcrc an asset is acquircd in a non-exchange rsnsaction for nil

or nominal considcration and the fair valuc of the asset can be rcliably cstablished, a contra

transaction is recorded as rcccipt and as a payment.
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MTNTSTRYOF DEFENCE
Annual Rcport dnd Flnanclal Statenpnts
For thcycar cndcd tane J0 202L

SIGMFICANT ACCOUNTING POLICIES (Conttnued)

A fixed asset rcgister is maintained by each public entity and a summary provided for
purposes of consolidation. This summary is disclosed as an anncxurc to the financial
stStemcnts.

5. In-klndcontributions

ln-kind conEibutions arc donations that 8rc made to the Entity in the form of actual goods and/or

seryices rather than in moncy or cash tcrms. Thesc donations may include vehiclcs, cquiprnent or
pcrsonnel ssrviccs. Whcrc thc financial value rcceived for in.kind contributions can be reliably
detcrmined, the Entity includcs such value in the statement of rcceipts and payments both as rcceipts

and as Paylnents in cqual and opposite arnounts; otherwise, the contriburion is not recorded.

6. Thlrd Party Pryments

Included in the receipts and payments, are payments made on its behatf to third parties in form of
loans and grants. These payments do not constitute cash receipts and payments and are disclosed in

the paymcnt to third parties in the statement of receipts and payments as proceeds from foreign

borrowings.

7. Cash and Cash Equivalents

Cash and cash cquivalents comprise cash on hand and cash at bank, short-term dcposits on call and

highly liquid investments with an originat maturity of threc months or less, which are rtadily

convertible to known amounts of cash and are subjcct to insignificant risk of changcs in value. Bank

account balances include amounts hcld at the Central Bank of Kcnya and at various commercial

banks at thc cnd ofthc financial year.
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MINISTRY OF DEFENCE
Annuol Rcport ond Flnanclol Statcnunts
For thc year endcd tane J0 2021.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

a) Restriction on Crsh

Restricted cash represents amounts that are limited/restrictcd from being used to settle a liability for
at lcast twelve months after thc reporting pcriod. This cash is limited for dircct use as required by
stipulation.

Amounts maintaincd in deposit bank accounts are restrictcd for use in rcfunding third party dcposits.
As at 30th Junc 202 I , this amountcd to Kshs ?40,341 ,425 comparcd to Kshs 5g4, I 54,052 in prior
pcriod as indicatcd on note 12. Thcre were no other rcstrictions on cash during the ycar.

8. Accounts Receivable

For thc purposes of these financial statements, imprests and advances to authorised public officers
and/or institutions which werc not surrcndered or accountcd for at the end of the financial year are

treated as receivables. This is in recognition of the government practice where the imprest payments

are rccognized as payments when fully accounted for by the imprcst or AIE holders. This is an

enhancement to the cash accounting policy. Other accounts receivables are disclosed in the financial
statcments.

9. Accounts Peyable

For the Purposos of thcsc financial statements, dcposits and rercntions hcld on behalf of third paftics

have bcen rccognizcd on an accrual brsis (as accounts payables). This is in rccognition of the
govcrnmcnt practice of rctaining a portion of contracted services and works pending fulfilment of
obligations by the contractor and to hold dcposits on behatf of third parties. This is an enhancement

to the cash accounting policy adopted by National Government Ministries and Agencies. Other

liabilities including pending bills arc disclosed in the financial staremenrs.
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SIGNIFICANT ACCOUNTING POLICIES (Conrinued)

10. Pendlng Bllls

Pcnding bills consist of unpaid liabilities at the cnd of the financial ycar.arising li.om conr.racted
goods or seryices during the year or in past years. As pending bills do not involve the paymen( of
cash in the roporting period, they recorded as'memorandum'or'off-balance' items to provide a

scnse of the overall net cash position of the Ministry at the end of the year. When the pending bills
arc finally settled, such payments are included in the Statement of Receipts and payments in the year
in which thc payments arc made.

Il. Budget

The budget is developed on a comparable accounting basis (cash basis except for impresl and

deposits, which are accounted for on an accrual basis), the same accounts classification basis, and

for the samc period as the financial statements. The original budget was approved by parliament on

Junc 2020 for thc period lrtJuly 2020 to 30th June 2021 as required by Law and there wep two

supplcmcntary adjustmcnts to the original budget during the year.

A comparison of the actual performancc against the comparable budgct for thc financial year under,

review has been included in the financial statements.

Government Development Projects are budgeted for under the MDAs but receive budgeted funds as

transfers and account for them separately. These transfers are rccognised as inter-ministry transfers.

12. ComparativeFigures

Whcre neccssaty, comparative figures for the prcvious financial year have been amended or

reconfigured to conform to the required changes in presentation.

13. Subsequent Events

There have becn no cvents subsequcnt to the financial year end with a significant impact on rhe

financial statements for the year cndcd 30th June 202 t.
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SIGNIFICANT ACCOUNTING POLICIES (Continucd)

14. Errors

Material priorperiod errors shall be corrected retrospectively in thc first sct of financial statenlcnts

authorized for issue after their discovery by: i. restating the compararive amounts for prior pcriod(s)

presented in rvhich the eror occurred; or ii. lf the eror occurred before the carliest prior period

presented, restating thc opening balances of assets, liabilities and net assets/equity for the earliest

prior period presented. During the year, errors that have becn corrected are disclosed under note 26

explaining the nature and amounts.

I5. Related Party Transrctions

Rclated paty relationships are a normal feature of commerce. Specific information rvith regards to

related party transactions is irrcluded in the disclosurc notes,

16. ContingentLiabilitles

Section 148(9)ofthePFMActregulations20l5requirestheAccountingofficerofaMinistryto

rcport on the payments made. or losses incured, by the Ministry to meet contingerrt liabilities as

a result of loans during the financial year.

A contingent liability is:

a) A possible obligation that arises from past events and rvhose existence will be confinnecl

only by the occurrence or non-occurrence of one or morc uncertain future events not wholly

within the control of the entity; or

b) A present obligation that arises from past events but is not recogrrised because:

i) lt is not probable that an outflorv of resources embodying econornic berrefits or service

potential will be requircd to settle the obligation; or

ii) The amount of the obligation cannot be measurcd rvith sufficierrt reliability.

Some of contingent liabilitics may arise from: litigation in progress, guarantees. indcmnities.

Letters of comforV support, insurance, Public Private Partnerships, The MirislrT- does not recognize

a contingent liability but discloses details of any contingencies in the notes ro the finarrcial

statements unlcss the possibility of an outflow of resources embodying economic benefits or sen,ice

potential is remote. Annex 7 of this financial statement is a register of the contingent liabilities in the

year..
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MINTSTRY OF DEFENCE
Annaol Rcport and Flnanclal Stotemcnts
For lhc ycar endcd ,Iuae 30 2021.

15. NOTES TO THE FINANCIAL STATEMENTS

I Exchequer Releases

Thc uchcquer os pq rcqucsts ofthe amount was due to lncreascd

badga opprovcd.

2 Transfcrs from other Government Entlties

Thc obovc transfers wcrc ncelvedtrom thcfuAoping sc$-reporttng entitles ln the year. New Receipts wetc os a
rcsult otnan pngnmma betng lmglemcnted by thc Mlntst4, ln parlnenhlp wtth other MDA's whereos others
wcrc sloppcd shtcc thc lntcncntlon rcqalred then wos salficlcnt(Covtd-|9 Mltlgotlon)

78

Total Exchequsr Rclcases for quarto I 24,735,704,995 I 8,569,876, lg3

Total Exchcqucr Releascs for qurrtcr 2 26,307,634,097 29,557,427,566

Total Exchequer Releascs for quartcr 3 28,990,790,519 26,034,760,910

Total Exchequer Rcleases for quartcr 4 35,47?,672,799 27,699,093,01 g

Total I I 5,51 1,792,399 I0I,8S 1,157,577

Transfcrs from Ccnral govcrnmant cntitics

Pensions 124,409,77E 148, l0l,gg2

RTCDC 6,735,475 12,4?3,820

Ministry of Interior 30 t,000,000 3 13,140,204

Ministry of Transport 47,377,800 0

Ministry of Health - Covid l9Mitigation 75,000,000

TOTAL 479,523,053 548,716,016



TIINISTN.YOF DEFENCE
Annuol Rcporl and Flnonclal Statements
For thc yc* cadcd .lune i0 ZhZt,

2r) Tmnrfcn flom othcr Govcrnncnt Entlflcs

aaroilElt ,k*o as an Appcndlr lo th€tcjnnclel itelcmcfltt. lfu amounlftom .rlch ntalst?, sftould be stor.C s.potdt b,,

Trenilcrr flonr Ccntrrl
govcr[mcot coddce

124,409,77E 124,409,77E r4E, t0 t.99t
RTCDC 6,735,475 6,735,475 12,473,920
Minisuy of Interior 301,000,000 30 I,000,000 3 1 3,1 40,204

23,377,E00 23,377,E00 0
. KAAof 24,000,000 24,000,000 0

- Covid

l9Mitigation

Ministry of

0 0 75,000,000

?otal 179,523,053 179,523,053 518,716,016
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Annuol Rcport aad Flnanclal Stataments
For thcycar cndcd,lunc J0 202L

NOTES TO THE FINANCTAL STATEMENTS (Continued)

3 Procccdc from Forefin Borrowlngs

Incrcase ln the *pendlturc
this catcgory.

dae lo incregse in implementation of the programmes under

4 Relmbursements and Refunds

5 Compcnsatloa of Employecs

Incrcase ln Salaries

staffduring thc year in reviav

6a Use of Goods and Services

vas due lo in Staf in and promotiotts o/

500

Foreign Borrowing - (A-in-A) 6,742,7E6,699 5,870,395.336

Total 6,712,796,6E9 5,870,365,336

Rcimbursomont and Refund 75t,149,165 772,429,207
Total 75l,IlE,l65 772,128,207

omployces 652,098,492 553,047,156
Psrsonal allowances as of 376,?44,374 351,335,599

Total 1,028,813,167 901,382,754

Utilitics, supplies and scrvices
Communication, supplics and services 10,972,610 8,144,424

Domestic travel and subsistence 15,874,300 27,617,149
Foreign travel and subsistence 5,197,250 4,332,036

Printing, advertising and information supplies &
seryices

4,0E5,045 3,045,469

Training expcnses 51,982,232 8,012,424
Hospitality supplics and scrvices 39,362,643 21,342,113

Specializcd matcrials and scrvices 39,931,289 16,911,800
Officc and general supplies and services 28,070,876 I 5,766,994

Fucl Oil and Lubricants 32,741,352 t,J5l
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Other operating expenses 64,014,521 20,995,965
Routinc maintcnance - vehiclcs

e4uipment
and other transpott 23,904,714 7,999,599

Routine maintenance - other assets 11,834,660 4,884,3 l6
Research, FeasibiliU Studies 1,500.000 0

Total 329,171,191 119,381,678

MINISTRY OF DEFENCE
Annual Rcport and Flnonclcl Statemcnts
For thc ycor endcd lunc 30 202L

Increase ln ,J lo lncrease tn actlvttles h this categoty

6b Use of Goods end Serviccs

7 Grants and Transfers to other Govcrnment Entities

SigniJicant Change in the above u,a.r a.r a resull of nev Saga b bcing added to the Ministty during

theJinancialyear. This resulted in budget being pruvldedfor them.

7a Transfers to sclf - rcporting entltles in the year

The above transfcrs were made lo thefollowlng selt-reporting entities ln the year:

Recunont Paymcnts - Militarv 107,760,1 15,643 98,449,120,533
Devclopmcnt Exponditurc - Military 2,999,201,554 2,177,5l g,g l 7

National Air Assets Dopartment 372,784,408 0

Total Il1,132,101,605 100,626,639,450

Transferc to Netionel
Government entitics

Kenya Shipyard Limited 1,800,000,000 0
Kenya Meat Commission 962,601,546 0
Kcnya Space Agency I50,000,000 150,000,000

TOTAL 2,912,601,546 150,000,000

Transfeng to SAGAs
end SCs

Kenya Mcat Commission 962,601,546 962,601,546 962,601,546

Kenya Shipyard Limited 1,800,000,000 1,800.000,000 1,800,000,000
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MINTSTRYOF DEFENCE
Annual Report ond Flnoncial gtotcments
For thc year cndcd func J0 2021,

NOTES TO THE FINANCIAL STATEMENTS (Conttnucd)

E Acqulsltlon of Asscts

The-Ministry acquired new vehicles and Reimbursement of Buitdings to supporr operations withinthc Ministry

9 Other Payments

Kenya Space Agency 150,000,000 I 50,000,000 150,000,000-
?OTAL 2,912,601,516 2,9/,2,601,516 2,9/,2,601,516

Overhaul and Refurbishment of Construction and
Works

29,699,ggg 0of icles Other Equipment 3 0
uipmentOverhaul of Otherand 1'ransport

Purchase and I uipment 2,730,000 E 69,460
Plant,Spcc

Machincry

Purchase

0
Sub-total 62,129,999 8,469,160

Transfers from Central govcmment entities

Pensions 124,409,779 l48,l0l,gg2
R 6,735,475 12,47

of Interior 301,000,000 313,140,204
of Transport 47,377,900 0

Ministry of Health -Covid l9Mitigation 0 75,000,000

ReimbursementTIN 751,149,165 772,429,207

82



I

T{INISTRY OF I'EFENCE
Annaol Rcport and Flnonclal Stotcmcats
For thc ycor cndcd func 30 202L

l0r Benk.A,ccounts

Direct Payments -National Tnasury 6,742,796,699 5,870,395,336

TOT/IL 7,973,157,907 7,191,529,559

Recilnsnt, lu{o D, I 0N I I I 1 3 5 Ksh Recurcnt 46,174,947 6,719,894

Dcposlt MoD, I 000 I 82032 Ksh Dcposit 713,362,8E4 584, I 54,052

cBK, I(nU62166, CBK t65 Ksh 0 0 0

Dcvclopment MoD Ksh Dcvclopment t69,643 5,561,365

MoD, 1000387216 Ksh Revenue 0 0

Wtrat @rts Complcx Deposil

MoD, 1000477873

Ksh Deposit 26,97E,541 0

Total 786,686,015 596,135,311
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MINNTRY OF DEFENCE
Annual Repod and Flnanclal Slalcmenls
For theycar cnded func 30 2021.

NOTES TO THE FINANCIAL STATEMENTS (Continued)

l0B: cash in hand

Cash ln hend should alro be anrlyrcd es follows:

ll: Accounts Rmclveble

ffnclude a breakdown oflhe outstandlng lmprat below or aE an annex to the noles lf the llsl

ls longer than I page.l

(NB: Thc total of thc balsncc column ould agree to the total amount under note 23).

0Cash in Hand - Held in domestic curency 0

0 0Cash in Hand - Held in foreign curflency

0 0Totel

4,475,000 4,475,000Government Imprtsts

0Clearance accounts

4,475,0004,175,000Totdl

4,475,0000Apri]2004 4,475,000Capt B M Macharia

4,175,0001,175,000 0?otal
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MINISTRYOF DEFENCE
Annuol Reporl and Financial Slalements
For thc year ended lune 30 2021,

NOTES TO THE FINANCIAL STATEMENTS (Continued)

12. Accounts Payable

A new dcposll account was added durlng the

Stadlum

13. Fund Belancc Brought Forwerd

[homdc shorl opproprlale crylonallons as nccessary)

Flnanclal yeartor lhe development of Ullnzl Spoils

Retention

740,341,425 584,154,052Deposits

Suspcnce Accounts

584,154,052710,341,125Total

596,435,31 I 599,276,135Bank accounts

-6,719,894Surrendercd Balances Recurrent Account

-5,561,365Surrendered Balances Development Account

599,276,1355El,151,051*dJnslcd Ban* Balances

c0Cash in hand

4,475,004 46,720,351Accounts Reccivables

-541,222,09i-581,151,052Accoants Poyobles

1,175,004 101,774,395Total

85



MTNISTRYOF DEFENCE
Annual Reporl and Flnancial Statemcnts
For thcycar endcd lane 30 2021.

14. Prlor Yerr Adfurtmentc

** (The aQjusted are nol catted down on the of the Jinanclal state,nent. Enttty to

povide disclosure on the adjusled anounts)(Explaln u,hether thc prlor year relales to errors noted

in prior yeat', changes ln estlrnates or accountlng policy. Provide explanations for the prior year

adjustments made their nature and effecl on thcfitnd balance of the entity),

The Prlor Year odJaslmenls relate to surrender of closlng balances lo the Natlonal Treasury

Bank account Balances

Prior Year disclosure 12,281,259 12,281,259 100,299,371

Cash in hand

Accounts Payables

Receivables

Others (specify)

Total 12,281,259 12,281,259 100,299,371

SrTlo Desulpllon Amount

I RetTtffcnl Banh Baloace swrendered 6,7t9,E9t

2 Dct clopmcnt Brn* Ealoncc surrendcred 5,561,365

Total 12,2E1,259
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MINISTRY OF DEFENCE
Annual Reporl and Flnanclal Statements
For the ycar ended lane 30 202L

l5.l Related Party Disclosures

Related party disclosure is encouraged under non-mandatory section of the Cash Basis IPSAS.

The following comprise of related parties to the Ministry of Defence

i) Key management pemonnel that include the Cabinet Secretaries and Accounting Officers

ii) Other Ministries Departments and Agencies and Development Projects;

o Kenya Shipyards Limited

o Kenya Meat Commission

o Kenya Space Agency

o Kenya Ordnance Factories Corporation

iii) County Governments; and

iv) State Corporations and Semi-Autonomous Oovernment Agencies.

15.2 Contingcnt Liebilities

A schedule of the Liabilities is provided under annex 7

2,536,677,181 1,421,137,645Court cases against the Ministry

t,421,t37.6452,536,677,18'.1Tolal
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MINISTRYOF DEFENCE
Annual Rqort ond Finoncial Slatcnwnts
For the year cnded tunc 30 2021.

I6.PROGRESS ON FOLLOW UP OF PRIOR YEARS AUDITOR'S RECOMMENDATIONS

The following is the summary of issues raised by the external audiror, and management comments

that were provided to the auditor.

Rcsolved NiA

i) Pcndtng Bills verc

E*chcgua'Undu lssue
Rcsolvcd N/Ali) Thc Pending Bllls werc paid as l' Chargc

in Fl' 2020/2021

Guldance Notes:

(i) Usc the same reference numbers as contained in the external audit report.

(ii) Obtain the "lssue/Obseryation" and "manegement comments", required above, from final

external audit report that is signed by Management.

(iii) Beforc approving tho rcport, discuss the timefmmo with the appointed Focal Point persons

within your Gntity r€sponsible for implementation of each issuc.

(iv) Indicate the status of "Resolved" or "Not Rcsolved" by the date of submining this rtport to

National Treasury.

__)

Principal Sccretary

Namc: Dr. IBRAHIM M. MOHAMED

Deputy Accountant General

Name: ELECTINA W. WANYONYI

ICPAK No:3674

365
Pcnding Bills

20t8n0t9

t) Pcndlng Bllls'wcrc *casloned by

Exchequer llndu lssna

ii) Tha Pendlng Bllls tere pld as I't Charge

in FY 2019/2020

319
Pcnding Bills

20t9n020
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AI\NEX E- REPORTS GENERATED FROM IFMIS

The following financial Reports Generated from IFMIS should be generated and attached as

appendices to these financial statements.

i. GOK IFMIS Comparison Trial Balance

ii. FO30 (Bank reconciliations) for all bank accounts

iii. GOK IFMIS Receips and Payments Statement

iv. GOK IFMIS Statement of Financial Position

v. GOK IFMIS Statement of Cash Flows

vi. GOK IFMIS Notes to the Financial Statements

vii. COK IFMIS Statement of Budget Execution

viii. GOK IFMIS Statement of Deposits

ix. GOK IFMIS Budget Execution by Programme and Economic Classification

x. GOK IFMIS Budget Execution by Heads and Prcgrammes

xi. GOK IFMIS Budget Execution by Programmes and Sub'programmes
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