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Foreword

This is the second Budget Policy Statement (BPS) to be issued by the Kenya
Government and tabled before the National Assembly in accordance with
Section 7, subsections (1), (2) and (3) of the Fiscal Management Act, 2009.
The 2011 BPS builds on the economic gains the country has achieved partly
as a result of the implementation of economic policies and structural reforms
outlined in the 2010 BPS. The Budgets for fiscal year 2011/12 and the
medium term, which are informed by this BPS, are important and key to
achieving the objectives of Vision 2030 and the implementing of the new
Constitution.

The government responded appropriately to the multiple shocks of 2008-09
by maintaining social spending in health and education, providing economic
stimulus countrywide and continuing to invest in infrastructure including
roads, water and power. The fiscal deficit (including grants) in consequence
rose from 3.5 percent of GDP in 2007/08 to 6.5 percent of GDP in 2009/10
and 6 percent of GDP in 2010/11. Similarly, government net domestic debt
increased slightly over 24 percent of GDP from 17 percent of GDP in
2007/08. It is worth underscoring that without such deliberate fiscal and
monetary stimulus actions by the Government, the effect of the recession
would have been worse in terms of reduced economic activities and the
consequent job losses too.

Our economy has now bounced back with real GDP growth estimated at
over 5.2 percent in 2010. Growth prospects for 2011 and medium term look
favorable, albeit risks associated with dry spells, rising oil prices and
weakening of the shilling, remain. We expect real GDP to grow by 5.7
percent in 2011 and to rise steadily to pre-crisis level of 7 percent by 2013.
These growth rates are not sufficient to meaningfully deal with the
unemployment problem, which largely affects our youth. We need to aim
higher and sustain economic growth at an annual average rate of 10 percent
as outlined in Vision 2030 for the economy to create enough jobs for our
youth. Achieve this objective, calls for urgent action by the Government to
remove the factors in the economy that continue to constrain our efforts to
leap frog towards higher development frontiers enjoyed by other countries
such as China, India and Brazil.

This Budget Policy Statement articulates economic policies and structural
reforms as well as sectoral expenditure programmes the Government intends
to implement in the next three financial years in order to achieve the broad
goal of its development agenda as already indicated. And reasonable



provision is made to ensure smooth implementation of the new
Constitution—a key national objective. Care has been taken in this Budget
Policy to programme expenditures in a manner consistent with the objective
of reducing government debt in the medium term and also ensuring fiscal
sustainability.

Moving forward, and with the challenges of 2008-09 now behind us, all of
us as Kenyans should refocus the public discourse more towards the
realization of higher and inclusive economic growth. Sustained higher and
inclusive growth is the surest way to conquer on lasting basis,
unemployment, poverty, illiteracy and disease. This is the way to bequeath
our youth the prosperous future they deserve.

W

Hon. Uhuru Kenyatta, EGH, MP
Deputy Prime Minister and Minister for Finance
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Legal Basis for the Publication of the Budget Policy Statement

The Budget Policy Statement is published in accordance with Section 7 sub-sections (1), (2) and
(3) of the Fiscal Management Act, 2009. The law states that:

(1) The Minister shall prepare and lay before the National Assembly a paper to be referred to
as a budget policy statement.

(2) The budget policy statement shall be laid before the National Assembly not later than 21st
March each year or, in the event that the National Assembly is not in session on 21st March,
within the first week upon the reconvening of the Assembly.

(3) The budget policy statement shall state the broad strategic macroeconomic issues that will
be the basis of the budget of the succeeding financial year and the medium term and shall
include -

fa) an assessment of the current financial year and the projected state of the economy for the
succeeding three years;

(b) the macro economic and fiscal policies for the period specified under paragraph (a);

(c) targets for overall revenues, total aggregate expenditure and domestic and external
borrowing for the succeeding financial year and the medium term,;

(d) the total resources to be allocated to individual programmes within a sector or Ministry
for the period identified under paragraph (a) indicating the outputs expected from each
such programme during that period;

(e) the criteria used to allocate or apportion the available public resources among the various
programmes;

(f) the estimates of interest and debt servicing charges and loan repayments for the financial
year to which the budget relates and the next two financial years;

(g) proposal for financing any deficits for the rinancial year;

(h) indication of the intention regarding borrowing and actions that may increase public debt
for the financial year;

(i) budgeted and actual revenue levels for the two preceding financial years;

(7} budgeted and actual expenditure for the two preceding financial years by vote and main
divisions;

(k) forecast financial position for the financial year to which the budget relates and the next
two financial years;

(I) statement of specific fiscal risks and contingent liabilities including guaranteed loans,
pending bills, uninsured risks, promissory notes and other internationally accepted
instruments, as at the day on which the forecast financial statement are published and the
rules that determine what constitutes current and future fiscal risks;

(m) the policy objectives that will guide the Government’s budget decisions during the
financial year and the policy areas that the Government will focus on during the financial
year.

vi




BUDGET POLICY STATEMENT

| INTRODUCTION

L This is the second Budget Policy Statement (BPS) to be tabled in
Parliament in accordance with the requirements of the Fiscal Management
Act, 2009. It presents an assessment of the current economic situation and
broad macroeconomic and fiscal parameters for the next budget and the
medium term, as well as the strategic policy initiatives and resource
allocation criteria consistent with the national strategic objectives.

2. The 2011 BPS comes against a backdrop of improved economic
environment both at the global and domestic fronts. Inflation and short-term
interest rates remain generally low, although inflation has picked in the last
two months. The improved performance is a strong indication that the
measures undertaken globally as well as those we resolved to implement are
now paying dividends. The promulgation of the new Constitution in August
2010 has also renewed optimism in the economy.

3. The overriding policy thrust of this year’s BPS, therefore, is to
consolidate the broad-based economic recovery gains and sustain it on a
higher growth trajectory as envisioned in our Vision 2030 and its the first
Medium-Term Plan (MTP), 2008-2012. This will be achieved by focusing
on economic policies and structural reforms aimed at removing the binding
constraints and facilitating private sector to expand its business, promote
productivity and build resilience necessary for sustained assault on
unemployment, poverty and inequality.

4, Key priorities include investing in infrastructure, in particular, roads,
clean energy to deal with the challenges of climate change, in addition to
increasing installed electric power generation capacity, development of the
Port of Lamu and modernization of port of Mombasa and other transport
systems, especially affordable and modern urban commuter and freight
railway systems. Other priorities include implementation of the new
Constitution, security and adequate allocation to the key socio-economic
sectors such as agriculture and rural development, health and education as
well as interventions to support employment generation for our youth. To
this end, a framework will be developed to actively engage with the private
sector in scaling up agribusiness as a catalyst for rural transformation, food
security, employment creation and export diversification. At the same time,
we intend to strike a balance between devoting resources for these priorities
and gradual fiscal adjustment to ensure long-term debt sustainability.



3. To complement the investment in the socio-economic sectors and
physical infrastructure, the Government aims at deepening structural reforms
to promote productivity, especially those aimed at strengthening the public
financial management, modernizing and simplifying the tax system,
increasing access to financial services while ensuring adequate supervision,
and enhancing the operating environment for business to flourish. These
reforms will be complemented by enhanced security to enforce rule of law,
protect property rights and assure Kenyans of security, peace and stability.

This BPS also underlines the impartance of continued maintenance of
macroeconomic stability to the achievement of high and sustainable
economic growth, employment creation and poverty reduction objectives.
On the fiscal front, we take cognisance of the reality that available resources
are scarce and that there is need to focus on national priority programmes
that have high impact on our stated national objectives.

1I. CURRENT ECONOMIC SITUATION
Recent Developments
Growth has bounced back, but risks remain

6. At the time of presenting the first BPS in March 2010, the economy
was beginning to show signs of recovery after a lacklustre performance in
2008-2009. At that time, the full impact of the economic stimulus
programme was yet to be felt o _
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7. The Government’s key aim in Budget 2010 was to nurture this
recovery. We continued with the economic stimulus programmes and
introduced strategic interventions to ensure that jobs and economic activity
were supported. Stronger public investment especially in infrastructure has
also helped bolster growth. Meanwhile, the Central Bank of Kenya eased
monetary policy stance to ensure availability of liquidity to the financial
system and support growth,

8. Year 2011 and the medium-term now look bright, with continued
global recovery and increased public investments. However, some risks are
emerging. Inadequate rainfall during the long-rain season could weaken
growth in agriculture as well as energy and water sectors. Also, continued
investor confidence in Kenya's economy hinges on the smooth
implementation of the new Constituticn, which is expected to address the
long-standing social and political problems that have held back our growth
potential. Current political tensions do not augur well, in this regard.

9. It is also important to note that the pace of current growth is still well
below the target of Vision 2030 of 10 percent necessary to draw more
Kenyans into employment and reduce poverty. We, therefore, need to grow
our economy much faster over an extended period to meet our development
goals. Achieving these objectives require stepping up investment in physical
infrastructure directly by the Government and where feasible, through
public-private partnership, to raise Kenya's economic competitiveness.
These are in addition to the strategic interventions elaborated in our Vision
2030.

Inflation has remained subdued, but has started rising recently

10. Inflation has fallen from a high of 19.5 percent in November 2008
and has largely remained well below the 5 percent target for a greater part of
2010. This  development -
reflected ample food supply,
stable energy prices and low
telecommunication tariff rates | °
associated with intense
competition in a vibrant
telephony market. \
\

Figure 2: Trends in Overall Inflation
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increased prices of energy and some food stuff, which, respectively, reflects
rising oil price occasioned by the North Africa and Middle East crisis and
the adverse effects of the recent short dry spell. The recent depreciation of
the exchange rate is also bound to put upward pressure on inflation.

Short-term interest rates have remained low, but lending rates charged by
commercial banks have generally not fallen in tandem

12. With ample liquidity in the market, interest rates remained low and
stable though with a tendency to rise towards the end of the second half of
2010. After declining to 1.6 percent in July 2010 from 3 percent in June
2010, the average interest rate on the 91-day Treasury bill rose to 2.3
percent in December 2010 |
and further to 2.6 percent |
in February 2011, |
Similarly, the average 182- |
day Treasury bill rate |
dropped from 2.9 percent !
in June 2010 to 1.7 percent i

&

n

|

Figure 3: Trends In Interest Rates
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13.  In the short-end of the money market, the average interbank rate,
which had fallen to 1.0 percent in October 2010 from 1.7 percent in August
2010 rose marginally to average 1.2 percent in the December 2010 -
February 2011 period. Average lending rate for commercial bank rates have,
however, not fallen in tandem with short-term rate. They remained fairly
steady at 13.9 percent in the period October 2010 - February 2011, while
the average deposit rate dropped from 3.8 percent in July 2010 to 3.4
percent in February 2011. As a result, the spread between the average
lending and deposit rate increased from 10.4 percent to about 10.6 percent in
January/February 2011.

Foreign exchange reserves remain comfortable

14.  Reflecting improved balance of payments position with increased
surplus in the services account and a stronger rebound in exports earnings,
official foreign exchange reserves held by the Central Bank of Kenya rose to
US$ 4.0 billion by end-December 20:0, from US$ 3.8 billion at end-



December 2009. By end of February 2011, official foreign exchange
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The shilling exchange rate has remained generally stable, although it has
weakened recently

16.  Against major currencies, the Kenya Shilling has remained stable but
with tendencies to appreciate in the last quarter of 2010 mainly due to the
weakening of these currencies in the international market. Against the US
dollar, the shilling strengthened marginally to trade at an average of KSh.
80.6 per dollar in December 2010 compared to KSh. 80.7 per dollar in
October 2010. Similarly, the shilling gained slightly against the Sterling
Pound and the Euro to exchange at KSh. 125.7 and KShs. 106.5 in
December 2010 compared to KSh. 128.0 and Ksh.112.2 in October 2010 to
the Sterling Pound and the Euro, respeciively.

17.  More recently in the first quarter of 2011, the shilling has started
weakening against all major currencies. This follows rising oil prices with
political crisis in Middle East and North Africa (MENA).

Activity in the capital markets remain buoyant

18.  After dipping to 2,475 points in Febmary 2009, from a peak of 5 774
points in January 2007, the NSE ~ T —

Index rose to 4,660 points in I:;’ o
October 2010 before declining t0 |io |- il _.f,m
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19.  The strengthening of the stock market indicators reflects improved
economic prospects as both domestic and external economy recover from
adverse effects of global economic and financial crisis. In addition,
improvement .in investor confidence, in part due to the bold reform
measures taken by the Government to improve transparency and
accountability in the operations of the NSE as well as steps to strengthen the
supervisory capacity of the Capital Markets Authority (CMA) contributed to
improved stock market indicators.

Update on Fiscal Performance

20.  The macroeconomic assumptions underlying the 2010/11 budget were
detailed in the 2010 BPS and the medium-term Budget Strategy Paper (BSP)
released in June 2010. The fiscal framework was anchored on continued
maintenance of a strong revenue effort and containing the growth of total
expenditure, while shifting the composition of expenditure from recurrent to
capital expenditure and eliminating unproductive expenditures and leakages
through improved public financial management. These principles also
included containing the growth in the public debt to a sustainable level in
order to ensure the private sector is not crowded out.

21.  The 2010/11 budget envisaged total expenditure amounting to KSh.
998.8 billion, of which KSh. 675.6 billion was recurrent expenditure, KSh.
321.2 billion was development expenditure, and KShs. 2.0 billion was
provision for Civil Contingency Fund (CCF).

22.  This was to be financed by total revenue (including A-I-A and after
adjusting for LATF) amounting to KSh. 688.4 billion, donor project support
(including debt swap) totalling KSh. 143.6 billion, domestic debt rollover of
KShs. 61.5 billion, and domestic borrowing of KSh. 105.3 billion.

The underlying assumptions are broadly on track

23.  As indicated earlier, the underlying assumptions of the 2010/11
budget in terms of growth and inflation has held up well. Real GDP growth
of 5.4% for the FY 2010/11 is expected to be achieved, barring any adverse
effects of the recent short dry spell.

24.  Average inflation assumption of 5 percent for the financial year is
also expected to be achieved, in spite of the recent upward pressure with
rising oil and food prices, as well as depreciation of the exchange rate.



Revenues have fallen short of target

25.  As at end of February 2011, cumulative revenue receipts amounted to
KSh. 394.5 billion, against a target of KSh. 426.4 billion. This reflected an
underperformance of KSh. 31.9 billion. The underperformance was in
respect KSh. 13 billion in Ordinary revenue and KSh. 18.9 billion in
Appropriations-in-Aid (A-I-A). The shortfall in A-i-A partly reflects
underreporting by line ministries.

26. The underperformance in ordinary revenue was associated with
various factors:

¢ VAT withholding challengeg during early in the financial year;
o Competition in Mobile telephony sector;

e il supply constraints that weakened tax collection;

e Changes in taxation of cigarettes in the Finance Act, 2010; and
¢ Implementation of new Alcohol Control Law.

27.  For the remainder of the year, we expect the shortfall in ordinary
revenue to narrow further. Our revised ordinary revenue for FY 2010/11 is
expected to be KSh. 605.9 billion, down from KShs. 609.6 billion in the
budget. Going forward, the Government will modernise the VAT legislation
to address the current challenges associated with its administration.

Expenditure execution has also fallen hehind

28. By February 2011, total expenditure (based on disbursement)
amounted to KSh. 489.4 billion against a target of KSh. 611.9 billion. This
reflected an overall under-spending of KSh. 122.5 billion, of which KSh.
36.7 billion was in respect to recurrent expenditure, while KSh. 85.9 billion
was in respect to development expenditure and net lending. Expenditures
financed with domestic resources were below target by KSh. 38.8 billion,
and those financed with foreign resources were KSh. 47.1 billion.

29.  The under-spending of the development budget reflected:
¢ Poor procurement planning for government funded projects,

e Low absorption of development project funds due to delays in
processing and securing No Objections from donors; and



* Under-reporting by line ministries of actual spending, including
low coverage of expenditures incurred in the districts.

The deficit was largely financed by domestic borrowing

30.  Taking into account the performance in revenue and expenditure
during the first eight months of the financial year, the overall fiscal deficit
(including grants) was KSh. 89.8 billion, compared with a target KSh. 159.9
billion.

31.  The deficit was financed by net domestic financing amounting to
KSh. 69.7 billion and net external financing of KSh. 15.9 billion. Details of
the budget outturn as at end of February 2011 are shown in Table 1 below.

Table 1: Cumulative Budget Outturn, July 2010 - February 2011 (in KSh. Billion)
2010/11
Cummulative Jul-Feb 2011 Revised Printed i
Target Act Dev Budget Burget Dev
! 2 3=2-1 4 5 6=4.5

1.0 TOTAL REVENUE & GRANTS 452.0 408.8 (43.1) 7301 730.0 01
11 Tolal Revenues 4264 394 5 (318 686 4 689 6 (3 2)
Ordinary Revenue 37g8 3668 (13.0} 6059 609 6 37
Mimstenal Approprialion in Aid 46 F 278 (18.9) 805 800 05

12 Granis 256 143 (113 437 404 34
2.0 TOTAL EXPENDITURE AND NET LENDING 511.9 489.4 (122.5) 917.5 918.0 08)
21 Recurrent Expendilure 3911 354 4 (38.7) 6111 5925 187
Domestic Intere st 438 418 (20) 672 67 9 (07

Foreign Interest 44 44 - 70 10 .

Pensions elc 205 170 (35) 289 286 02
‘Nages & Salanes 1278 1312 34 2023 1917 107
Defense and NSIS (NET) 383 49 (34) 606 56 3 43

Other recurrent Expenditures 156 5 1252 (312) 24561 2410 41

2 2 Developmenl 2198 133 8 (85 8) 3064 32386 (17 2)
Domeslically Financed (Gross) 1280 89.2 (38.8) 1773 1781 (0.9
Foreign Financed 908 435 47 1) 1266 1431 (16 5)|
Net Lending 12 12 00 25 24 02
CCF 10 113 01 - 20 2m

3.0 BALANCE INCLUSIVE OF GRANTS (159.9) (89.8) 70.2 (187.9) (188.0) 0.1
40TOTAL FINANCING 159.9 88.8 (74.3) 1879 188.0 (0.1)
4.1 Net Foreign Financing 517 159 (35.8) 629 102.7 (39.8)
4.2 Nelt Domestic Financing 108.2 69.7 (38.5) 1250 105.3 19.7
Discrepancy . @1 (4.1) 00 : 0.0

Source Ministry of Finance

Revised Budget FY 2010/11

32.  The revised budget has been prepared in the context of the above
challenges. Going by the current revenue shortfall, it is likely that the
financial year target for ordinary revenue will be missed by about KSh 3.7
billion.

33. On the expenditure side, it is important to note that we conducted a
Constitution referendum, which approved a new Constitution that was later
promulgated in August 2010. The preparation, promulgation and the
ongoing implementation activities of the new Constitution, together with



other interventions to mitigate the ongoing drought and beef up security
along our porous borders, among others, have put huge demand for funding.
This together with other additional requests from line ministries has
amounted to over KSh 120 billion. In the face of revenue shortfall, it is
obvious that these requests cannot be met by additional borrowing without
causing serious macroeconomic instability.

34. In light of this and coupled with delays in implementation of projects
including those for ongoing economic stimulus and strategic intervention
programmes, we have rationalized and reprioritized expenditure in the
context of revised budget to:

a. Take into account expected shortfall in revenues; and

b. Address pressing additional expenditure requests in respect to
implementation of new Constitution, drought mitigation
interventions, security operations enhancement, and resettlement
of Internally Displaced Persons (IDPs).

35. Because of the need to safeguard spending on priority development
programmes, domestic borrowing has been raised to KSh. 125 billion from
KSh. 105 billion in the original budget estimates. The additional amount of
borrowing is considered modest and will not affect macroeconomic stability
in terms of higher interest rates.

The New Extended Credit Facility with the IMF

36. The last economic programme supported by the IMF ended in
December 2007. Since then, the Government has been engaged with the
IMF through the annual surveillance in the context of Article IV
Consultation. More recently, the IMF provided an emergency support in
2009 under the Exogenous Shock Facility following multiple shocks we
faced in the context of the 2008-09 global financial crisis and droughts.

37.  On 31* January 2011, the IMF approved a new three-year facility for
Kenya known as Extended Credit Facility, following successful negotiations
during the last quarter of 2010. Under the arrangement, Kenya will draw
US$ 509 million over the next three years (January 2011 to December
2013). The money will go towards boosting the reserves of the Central Bank
of Kenya. Normally, the IMF funds are not available for budgetary spending
but are essential in boosting investor confidence and act as a reserve cushion
to help address any adverse external shocks.



38.  The policies the Government has committed itself in the programme
are basically the ones it has set itself tc do, as summarized in the Budget
Outlook Paper for 2011 and also elaborated later in this BPS.

39.  The programme enables us to:

» Transit smoothly to sustainable debt levels from the current high debt
situation that was brought about by our expansionary fiscal policy
(Economic Stimulus) we undertook to shore up growth following the
2008-09 crisis;

» It will also allow us to spend on our investment programme
(especially in infrastructure such as roads and energy ) without
causing undue pressure on the exchange rate with increased imports;
and

» And finally, it will help us to maintain fiscal discipline during this
period of implementation of a decentralization system.

40.  Immediately after the IMF Board approval on 31* January 2011, the
Government received US$ 100 million (about KSh 8 billion). Subsequent
disbursements will be semi-annual depending on successful reviews as
follows:

» The first review will be completed by July 2011 with 31%* March
2011 as the test date;

» The second review is expected to be completed by October, 2011
with 30" June 2011 as the test date; and

» Subsequent reviews will be semi-annual.
41.  Because of the critical national objective of implementing the new
Constitution, the Government reached an understanding with the IMF that

during programme reviews sufficient room will be provided for the
implementation of the new Constitution.
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[II. ECONOMIC POLICY AND OUTLOOK
Global context

42. The global economy continues to recover, although unevenly and
with risks. According to the IMF latest World Economic Outlook for
January 2011, world output is s
projected to expand at 4'4 i

percent in 2011 and remain , s ;ﬂ;;;;ﬁ—:-&i;;;l-&z-l;-cs-r;;; """""""" |
more or less at that level in :

(Percent, quarter over quarter snnualized)

Source: World Economic Outdock, January 2011

the medium term. S Emugiog s |
EEREAN Am=2 ¥
43. In most developing i '\{:\ ,‘:'fff'fl,_:“;, g
countries, activity is buoyant i | \ " e
led by Brazil, Russia, India | [aw o\ noow
and China (BRIC); and sub- i | o
Saharan  Africa is also | | fiebimere] s ;

expected to grow strongly. i
However, inflation pressures i
are emerging in fast growing AR | SV,
economies, especially China,

with some signs of overheating, driven in part by strong capital inflows. In
developed countries, growth remains subdued and unemployment is still
high, and there are renewed stresses in the euro area periphery. However,
recent data suggest that USA and Germany are beginning to grow strongly -
this bodes well for our exports.

Growth prospects

44, As the global economy recovers and with the successful
implementation of the new Constitution, prospects for the Kenyan economy
are bright, barring for any possibility of adverse weather conditions.

45. Real GDP is expected to grow by 5.7 percent in 2011 before
accelerating towards the 2007 growth level of about 7 percent in the medium
term. In terms of fiscal year, the projections translate to 6.1 percent for
2011/12, 6.7 percent for 2012/13 and 6.8 percent for 2013/14, as shown in
Table 3 below. Growth will be bolstered by increased private sector
investment, stepped-up public investment in infrastructure projects such as
roads, energy, rails and ports, partly funded through Public Private
Partnership.



Table 3: Main Macroeconomic Indicators Underlying the Medium-Term Fiscal Framewark, 2008/09-2013/14
2008/09 2009/10 201011 2011712 2012713 2013/14

Targetl/  Prov. |Targetl/  Prov.: |Targetl/ st | Targetl/ Proj. |Targetl/  Proj, Prj.

|Annual percentage change

National Accounts and Prices
Real GDP 6.2 Z) 83 19 9. 55 9.7 6.1 100 67 68
CPI (eop) 75 86 30 35 5.0 5.4 5.0 53 5.0 50 50

Percent of GDP
Investment and Savings

Investment 29 199 | B3 19 | 213 W7 | 99 156 | 126 265 | 267
Gross national savings IS0 129 | 174 160 | 218 168 | 246 173 | 275 188 | 200
Central Government Budget
Revenues 6 24 [ 218 228 | 28 254 [ 219 252 | 10 253 | 155
Expenditure and net lending 86 217 216 W2 | 26 T | 278 37| 280 315 | 307
Overall balance (excl. grants) 10 52 f 58 74 | 57 13 ) 89 66 [ 61 4l -5.2
Overall balance (incl. grants) 56 44 A2 b5 | 40 60 | 40 50 | 40 47 -39
Net domestic debt (eop) 168 186 16.5 13 15.7 244 150 249 143 43 21

External sector
Current account (incl. official transfers) 68 70 59 6.9 55 79 53 8.4 51 17 -6.6
Months of next year's import covers 35 32 17 33 19 34 42 15 45 38 40

Source: Ministry of Finance

1/ Vision 2030 Medium-Term Plan (MTF) 2008-2012 Target

46.  Whereas the projected growth is still below the target envisioned in
Vision 2030 necessary to increase labour absorption, further up scaling
would require mobilizing larger amounts of resources, raising factor
productivity, and moving to a higher value-added and more -efficient
production structure. Taking into account limited public resources, the
government must rely on the private sector to meet the economy’s resource
requirements while developing the appropriate market environment to
promote efficiency. It is with this regard that the government will continue
to implement the privatization program; provide for private sector
participation in infrastructure development; promote fair market competition
and appropriate regulation of private sector activity; increase labor market
mobility; and provide greater private sector access to finance.

47.  The Government also recognises the importance of achieving durable
broad-based growth and the need to ensure that the gains from growth are
widely distributed through sustainable employment in order to guarantee a
lasting reduction in poverty and progress towards achieving the MDGs. In
addition, measures to address socio-economic inequities, improving the
country’s human capital, and inculcating national cohesion are vital for long-
term stability and prosperity. To this end, the Government will continue to
implement the socio-economic priority programmes articulated in the Vision



2030's first MTP, as well as increased devolution of resources to county
government levels in line with the new Constitution.

Macroeconomic Policies

48.  Prudent and sustainable macroeconomic policies that ensures low and
stable inflation and affordable market interest rates as well as competitive
exchange rate, must form the foundation of the high growth and
development agenda set out in the Vision 2030.

49, In this regard, the Government will begin to gradually adjust the
monetary and fiscal policies after the expansion in 2008-2009 to mitigate the
economic downturn. This move will help pre-empt any inflationary
tendencies while restoring public finances to sustainable paths. '

50.  With respect to monetary policy, the Central Bank of Kenya (CBK)
will begin to gradually adjust monetary policy in line with expected
performance of the economy and fiscal objectives. It is worth noting that the
recent relaxation facilitated the Government to access domestic credit to
finance critical interventions and the economic stimulus package in the wake
of the drought and global financial crisis in 2008-09.

51.  Over the medium term, monetary policy will be targeted at delivering
low and stable inflation at around 5 percent, while at the same time ensuring
continued stability in long-term interest rates as well as mamtammg a
competitive exchange rate consistent with Kenya's export- orlented private
sector-led growth strategy. Financial sector reforms including measures by
the CBK to license credit reference bureaus and agency banking should help
enhance the efficiency of the financial sector and thus strengthen monetary
policy transmission mechanism.

52.  The increase in investments is expected to worsen the current account
balance (including official grants), with the deficit expected to hover at
around 6.5 percent of GDP in the medium-term before declining to below 5
percent of GDP in the outer years. |

53. With improved disbursement from donors and increased investor
confidence following successful implementation of the new Constitution and
positive sovereign ratings from S&Ps and Fitch (B+ with positive outlook),
the capital and financial account should remain in surplus. This will allow
the CBK to build up reasonable level of reserves over the medium term.

54. The Government remains committed to its intention to access the
international capital markets through issuance of a sovereign bond when



global financial conditions allow. This is expected to ease pressure on
domestic interest rates with the pick up of credit by the private sector. It will
also help to set up a benchmark profile for the private sector to also borrow
from the international capital markets.

55.  Despite the positive economic outlook, we recognize that there are
downside risks in 2011 and the medium term. The risks include the weaker-
than-expected recovery in global economic growth and unfavourable weather
conditions should there be a prolonged dry spell into planting season in
2011. In addition, the recent increase in oil prices and the depreciation of the
shilling exchange rate could also put pressure on inflation and adversely
affect the projected growth. Should this happen the Government will take
appropriate measures to support economic activity and safeguard jobs.

IV. FISCAL POLICY AND OUTLOOK
Countercyclical fiscal policy

56. The multiple shocks—post-election violence, commodity price
increases, global financial crisis and droughts— we faced during 2008-09
threatened to reverse the gains we had achieved in terms of expanding
employment opportunities for our people and fighting poverty. But a
concerted effort by the government, including easing of monetary and fiscal
policies helped to shore economic growth resulting in the recovery that is
now underway.

57. The economic stimulus programme covered spending in socio-
economic programmes (building of health and education facilities in each
constituency, fish ponds, market stalls, among others) and infrastructure (up-
scaling expenditure in roads and power) and was largely financed through
domestic borrowing, in the face of falling revenues. In this current budget
for 2010/11, we have maintained spending in the economic stimulus
programmes, in addition to introducing some strategic interventions aimed at
cementing the foundations of economic recovery.

58. Partly as a result of these initiatives, our overall public debt has now
increased to about 48 percent of GDP from 39 percent of GDP in 2007/08.
This level of debt is considered to be on the higher side particularly when
compared with those prevailing in countries with similar level of economic
development like Kenya. Now that the economy is moving into a new
growth path, we will stabilize our borrowing in line with countercyclical
fiscal policy. However, we will do this in a gradual manner in order to
safeguard the economic recovery, protect social and critical infrastructure



programmes, as well as ensure the smooth implementation of the new
constitution.

Medium-Term Fiscal Objectives

59. The government will aim to reduce the overall public debt to GDP
ratio from 48 percent in the FY 2010/11 to about 45 percent over the
medium term. This will require reduction in the overall fiscal deficit from
the current 6.0 percent of GDP to below 5 percent of GDP over the medium
term.

60. This mainly reflects the Government intention to strengthen revenue
collection with improved taxation regime and KRA processes as well as
continuation of the policy to contain unproductive recurrent expenditure
while providing sufficient room for implementation of the new Constitution.
The targeted fiscal deficit also accommodates continued investment by the
Government in infrastructure. Meanwhile, the Government is committed to
increased absorption of foreign financed project from the current level of
below 60 percent to 80-90 percent.

Table 3: Central Government Fiscal Projections, 2008/09 - 2013/14

2008/09 2009/10 1010/11 2011/12 2012/13 2013/14
Budger 1/ Act. Budget 1/ Act. Budger 1/ Praoj. Proj. Proj.
Revenue and Grants 5401 507 6 61786 568 8 7214 8232 9274 1,0428
% of GDP 23.4% 23.3% 24.9% 23.7% 26.7% 26.8% 26.8% 26.8%
Revenue 5107 4879 5864 548 1 686 4 774 4 8770 9899
Tax revenue 4176 4174 4796 466.5 5553 6308 7365 8329
Non-Tax revenue 2/ 931 705 106 8 81 6 1311 143 6 140 6 157.1
Grants 294 197 312 20.7 350 48 8 504 529
Expenditure 3/ 6762 6019 7918 7252 883 9 9758 1,0892 1,193 1
% of GDP 29.3% 27.7% . 32.0% 30.2% 32.7% 31.7% 31.5% 30.7%
Recurrent 4705 4355 5363 5105 6111 644.6 6597 7763
Of which: Inierest paymenis 539 521 64.8 63.5 74.2 85.1 93.9 101.9
Development 205.7 16613 2554 2147 2728 3301 3895 4169
Budget Balance (- deficit, + surplus) (136.1) (943) (1742) (156.4) (162 5) (152.6) (161.8) (1503)
% of GDP -5.9% -4.3% -7.0% -6.5% -6.0% -3.0% -4.7% -3.9%
Net External fiancing 410 148 490 21.1 376 474 76.5 804
Disbursement/loans 585 323 66.5 198 580 7.1 102.6 1077
Repayments due 175 17.5 17.5 187 205 257 26.0 273
Domestic borrowing 92.4 694 1260 1335 1250 105.2 431 505
% of GDP 4.0% 3.2% 51% 5.6% 4.6% 3.4% 1.2% 1.3%
Nominal GDP (KSh billion) 2,307.7 2,175 6 24754 2,3998 2,705 4 30741 3,4627 31,8882

1/ Revised Budget
2/ Includes investment income, royalties and fees, and Ministerial and Departmental fees (A1A)
3/ Excludes domestic debt roll-overs and external debt amortization

Source: Mimstry of Finance
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61.  The medium-term fiscal stance envisages continued borrowing from
domestic and external sources with the latter being largely on concessional
terms. The Government will ensure that the level of domestic borrowing
does not crowd out the private sector given the expected increase in private
investment with the pick up in economic activity. In this regard, the
Government will maintain its intentions to float a sovereign bond in the
international capital markets if and when the global financial conditions
permit.

62. Continued investments in infrastructure will include construction of
roads, railways (modernization of urban commuter rail system and
construction of standard gauge railway line from Mombasa to Malaba via
Kisumu), ports and airports as well as investments in energy, particularly
geothermal and renewable energy. The Government will endeavour to
explore new but competitive alternative sources of private finance, partly
through PPPs to finance development of some infrastructure projects. As the
Government strives to partner with the private sector through PPPs and
undertake to maintain public presence in ownership and strategic policy
setting, a PPP policy, which is key in creating a conducive environment for
public private partnership will be in place in the Fy2011/12. Meanwhile, the
PPP Steering Committee and Secretariat will continue, under the existing
legal and regulatory framework, to spearhead, coordinate, assess and
evaluate PPP projects in Government. It will also establish PPP standards,
guidelines, procedures, standard bid documents as well as review and assess
liabilities and approve PPPs projects. In this regard, the relevant sector
ministries will be expected to conceptualize and identify projects that can be
undertaken through PPP arrangements as part of their strategic planning.

63. It should also be noted that there will be increased pressure on
current expenditure in view of setting up of new institutions and devolved
government following the implementation of the new constitution. There is
therefore need for continued prioritization while safeguarding critical social
spending in order for the government to live within its means. We also
expect continued support from development partners in the implementation
of the new constitution.

Policy Initiatives

64. The Government's focus will be on policies to remove binding
constraints to foster growth while creating an enabling environment for
strong private sector activity. This will enable the Government achieve the
national objectives set out under the Vision 2030’s Medium-Term Plan,



2008-2012, as well as help ensure that an increasing segment of the Kenyan
population benefit from economic development.

65.  Specifically, the Government considers the following avenues to
achieve the national development objectives:

¢ Maintenance of a stable macroeconomic framework and creating
an enabling environment for business to thrive;

e Setting up the essential frameworks for implementing the new
constitutional order;

o Encourage domestic and foreign direct investment in the flagship
projects identified under Vision 2030;

o Stepping up public investment especially in infrastructure—roads,
energy, railways and ports, partly financed through concessional
external borrowing and/or Public-Private Partnership (PPP);

o Expanding investment in physical infrastructure to improve public
transport and access to electricity, water, sanitation and housing;

¢ Enhancing the quality of education and skills development;

e Investing in agribusiness to assure food security, create
employment in the agricultural sector, diversify export to drive
growth;

e Improving the business environment especially with licensing
reforms, elimination of hurdles to business start-ups and ease of
cross border trade; and

e Positioning Kenya through appropriate economic policy and
reforms to reap the benefits from regional integration with
opportunities accorded by EAC Common Market Protocol and the
wider COMESA market.

66. These efforts will be complemented with other structural reforms in
the area of financial sector, public financial management, judicial reforms,



decentralization/electoral reforms, land reforms and governance and anti-
corruption measures. The Government will work closely with the private
sector and development partners in all these efforts. The Government will
continue to implement reforms in the parastatal sector including
organizational and financial restructuring and privatization. Further, in order
to untie mature investments and mobilize resources for priority government
investment areas and inject efficient and professional management systems
for effective service delivery, the modernisation programmes for the
identified entities will be concluded.

2011/12 Budget Framework

67.  The 2011/12 budget framework is set against the background of the
medium-term macro-fiscal framework set out above and the Government’s
national strategic objectives as outlined in Vision 2030 MTP. Real GDP is
expected to increase by 6.1 percent in FY 2011/12 underpinned by continued
good performance across all sectors of the economy. The projected growth
assumes normal weather pattern during the year. Inflation is expected to
hover at around 5 percent, reflecting continued implementation of a prudent
monetary policy. Finally, gross international reserves are expected to
increase gradually to the equivalent of 3.5 months of next year’s import
cover by June 2012, up from 3.4 at enc-June 2011.

Revenue Projections

68. The 2011/12 budget targets revenue collection including AiA of 25.2
percent of GDP. As noted above, this performance will be underpinned by
on-going reforms in tax and customs administration. The modernization of
VAT legislation is expected to significantly simplify tax collection and
enhance the revenue yield. As such, total revenues including AlA are
expected to be KSh 774.4 billion.

Expenditure Forecasts

69. The key policy document guiding the Government’'s funding
allocation decisions continues to be the first MTP (2008-2012) of Vision
2030, which provides the overarching development priorities. In 2011/12,
overall expenditures are projected at 31.7 percent of GDP (or KSh 975.8
billion), down from 32.7 percent (KSh 883.9 billion) in 2010/11 revised
Budget. This reflects adjustment to one-off items including expenditure on
referendum.



Recurrent Expenditure

70.

Recurrent expenditures are expected to decline slightly from 22.3

percent of GDP in 2010/11 to 20.5 percent of GDP in 2011/12, on account
of a moderately lower wage bill, adjustment of one-off items and robust
growth in nominal GDP.

Consolidated fund services: Domestic interest payments are expected
to remain stable relative to GDP at 2.5 percent in 2011/12 with stable
interest rates, while pension expenditures decline to 1.0 percent of
GDP in 2011/12 from 1.1 percent in FY 2010/11 on account of
upward adjustments of the mandatory retirement age to 60 years.

Wages and salaries: The wage bill is expected to remain at about 7.2
percent of GDP in 2011/12, after making the year-by-year
incremental adjustment to salaries. The continuation of a policy of
restraining growth in wage payments and the coming on board of the
Salary Review Commission to review remuneration across the board
is expected to stabilize wage bill growth, thus freeing more resources
towards MTP priorities and implementation of new Constitution.

Transfers: Ongoing reforms of parastatals and semi-autonomous
government agencies should ensure that the nominal value of
transfers to these agencies is maintained at 2010/11 level, thus
providing fiscal space for priority expenditures. Any wage
adjustments for these agencies is expected to be made within the
ministerial ceilings.

Goods and services: expenditure ceilings for sectors/ministries are
determined by the funding allocation for goods and services in the
previous year budget as the starting point. The ceilings are then
reduced to take into account one-off expenditures in FY 2010/11 and
then an adjustment factor is applied to take into account the general
increase in prices.

Development and Net Lending

71.

Consistent with the objective of increasing resource allocation

towards development outlays and after adjusting for one-off items in
2010/11, the ceiling for development expenditures including donor funded
projects will increase to KSh 331 billion (10.8 percent of GDP) in 2011/12.



Most of the outlays are expected to support critical infrastructure that will
crowd in private sector investment in the flagship projects as well as critical
interventions to remove binding constraints to growth. With the economic
recovery on course, the Government will exit from the economic stimulus
programme and, therefore, Ministries are expected to cater for any
envisaged costs associated with these programmes within the provided
ceilings.

72.  Project loans and grants not tied to conditionalities from development
partners are expected to rise to about 4.0 percent of GDP in 2011/12 from
3.4 percent in 2010/11. With improvement in procurement planning, the
absorption capacity of project funds is expected to increase, resulting in a
higher investment level in infrastructure activities.

73.  In view of challenges of climate change, a drought expenditure of
KSh 2 billion and contingency provision of KShs. 2 billion will be provided
in the budget for 2011/12. We have also set aside an additional KSh 9.5
billion for the implementation of the new Constitution and initial
preparations of the next general elections. Costing of the implementation of
the new Constitution is ongoing and additional funding will be considered
with finalization of spending plans.

Overall Deficit and Financing

74.  The overall budget deficit (including grants) in 2011/12 is projected
to be about KSh 152.6 billion (equivalent to 5 percent of GDP). Net external
financing amounting to KSh 47.4 billion (1.5 percent of GDP) is expected to
cover part of this budget deficit, leaving about KSh 105.2 billion (3.4
percent of GDP) to be financed through domestic borrowing.

75. The Government will continue with the maturity structure of
government debt at 75:25 ratio in favour of long term Treasury bonds. More
recently, the government has been able to issue a 30-year bond, signifying
increased confidence in macroeconomic management.

V. MEDIUM-TERM RESOURCE ENVELOPE AND CRITERIA
FOR RESOURCE ALLOCATION

Resource Envelope

76.  The resource envelope available for allocation among the sectors is
based on the medium term fiscal framework outlined above:



. Domestically mobilized budget resources finances about 90
percent of the budget. Of this, tax revenue (income tax, customs
duties, value added taxes, and excise taxes) accounts for over 80
percent of total budget resources. Between 2011/12 and
2013/14, tax revenue is expected to grow broadly in line with
economic growth, after a recovery in 2010/11 from a low base;

e  Committed external financing in the form of grants and
concessional borrowing tied to specific programmes/projects are
expected to stabilize at about 4 percent of GDP over 2011/12
and 2013/14; and

o Domestic borrowing, which has been financing over 75 percent
of the budget deficit during the economic stimulus period, is
expected to finance less than 70 percent of the deficit in 2011/12
and decline steadily to finance less than 40 percent of the budget
deficit in the medium term. This is consistent with the objective
of gradually reducing the debt stock as a percentage of GDP. It
should also be noted that the sharp decline in domestic
borrowing over the medium term reflects a proposed
substitution of borrowing from domestic sources to external
sources through the issuance of a sovereign bond in 2012/13,
market conditions permitting. Accessing external capital market
through issuance of sovereign bond is consistent with the
objective of ensuring realistic domestic interest rates in order to
avoid crowding out the private sector as the economic activity
picks.

77. It is important to note that ordinary revenue is projected to cover
funding required for recurrent expenditure, leaving the entire development
budget to be financed mainly through external project grants and loans, as
well as domestic borrowing including infrastructure bonds. This approach
bodes well for long-term sustainability of our public finances.

Medium-Term Expenditure Estimates

78.  Year 2011 medium-term expenditure projections, classified by sector
are provided in Annex Tables 6, 7 and 8. These are projected baseline
ceilings that do not take account of policy-related spending proposals that are
currently under consideration.



Resource sharing criteria for baseline ceilings

79.

The baseline estimates reflects current spending priorities in social

programmes (health and education) and infrastructure as well as Vision 2030
flagship projects. Housing, water supply and police services, judiciary and
Parliament also receive large shares.

80.

Overall, the resources available are shared in accordance with the

following guidelines:

(1)

(i)

Non discretionary expenditures: this takes first charge and includes
payment of statutory obligations such as loan amortization and
interest payments, salaries for constitutional offices and pension and
salaries for line ministries and public entities that are financed by the
National Exchequer. These expenditures are projected to account for
about 54.5 percent of the expected ordinary revenue receipts.

Operations and maintenance: Ministries/Departments are allocated
funds for basic operations and maintenance. This accounts for 41
percent of the projected ordinary revenue, of which Defense and
NSIS account for 8.4 percent. Thus, taking into expenditure on non-
discretionary and operations and maintenance the available balance of
4.5 percent from total ordinary revenue is the recurrent budget
surplus to be shared among other ministries/government departments
to fund their planned development projects/programmes.

(iiij Development expenditure: As already indicated, it is only 4.5 percent

of the ordinary revenue that will be available to finance part of the
planned development expenditure. The rest of the development
expenditure will be funded through borrowing from the domestic as
well foreign sources. Development expenditures are shared out on the
basis of the Vision 2030 and MTP priorities as well as other strategic
intervention to deal with unemployment and remove constraints to
growth. The following guidelines are used:

e On-going projects: emphasis is given to completion of on-going
projects and in particular infrastructure projects, flagship projects
and projects with high impact on poverty reduction and equity,
employment and wealth creation.

e Statutory requirements: priority is also given to programmes that
must be funded in accordance with the law -- Constituency
Development Fund (CDF) and Local Authorities Transfer Fund
(LATEF).
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e Strategic policy interventions: priority is given to policy
interventions covering the entire nation, regional integration,
social equity and environmental conservation. The implementation
of the new constitution is now a key national objective, thus more
resources will be set aside for this purpose over the medium
terms.

Finalization of spending plans

81.  As indicated earlier, the projected baseline ceilings do not take into
account policy-related and strategic spending proposals that are currently
under consideration. As line ministries/department budgets are scrutinized
and the resource envelope firmed up, it is likely that additional resources
may become available. Government will utilize these resources to
accommodate key national strategic priorities with sound business plans

including:

e Implementation of the new Constitution covering proposals not
accommodated within the baseline ceilings.

e Consideration for additional resources for strategic intervention in
the area of education, health, infrastructure (rail and port),
tourism, internal security and agriculture; and

e Giving specific consideration to job creation for the youth based
on sound initiatives submitted outside the normal budget
preparation.

Details of Sector Priorities

82. The medium term spending estimates for 2011/12 - 2013/14 ensures
continuity in resource allocation based on prioritized programmes aligned to
Vision 2030 MTP and policy initiatives to accelerate growth, employment
creation and poverty reduction. The recent achievements and key priority
targets for each sector are based on the reports from the Sector Working
Groups (SWG) after taking into account recommendations of the Ministerial
Public Expenditure Reviews (MPERs).

Agriculture and Rural Development
83.  The Agricultural and Rural Development (ARD) sector is critical to

economic growth, employment and poverty reduction. The sector is the

23



mainstay of the Kenyan economy, directly contributing 26 percent of the
GDP with linkages in manufacturing, distribution and other service-related
sectors.

84. The broad goal for the sector is “an innovative, commercially
oriented and modern agriculture sector”. It aims to achieve this by raising
agricultural productivity, exploiting irrigation potential, increasing
commercialization of agriculture, undertaking a comprehensive review of the
legal and policy framework for agriculture, improving governance of
agricultural institutions, and land development.

85. The challenges facing the sector include high cost of agricultural
inputs such as fertilizer, agrochemical, drugs, animal and fish feeds, which
has been rising due to high energy costs {fuel and electricity), sea piracy and
poor infrastructure. At regional and international level, Kenya has signed a
number of protocols with other countries which have implications on
agricultural trade. For instance, following the reduction of import duty on
rice and wheat there has been increased importation of the commodities at
the expense of local production. Further, the sugar protocol comes to an end
in 2011 and it is likely to adversely affect local production.

86. In order to address the challenges, total MTEF estimates for the
sector are provided in the table below. For FY 2011/12, KSh 33.2 billion
has been set aside, after adjusting one-off items in FY 2010/11. This is
projected to increase to KSh 38.8 billion in 2013/14, bringing the total for
the entire MTEF period to KSh 107.1 billion.

Agriculture and Rural Development 1/

KSh billion 2010/11 2011/12‘ 2012/13 { 2013/14 2011
Revised Medium-term estimates MTEF
Total
Total 36.0 33.2 35.1 38.8 107.1
o/w: wages 8.7 8.8 8.7 8.9 26.4
1/ The sector comprise of agriculture, livestock development, cooperative

development and marketing, lands, and fisheries development.

87. A number of functions in the sector have been assigned to the
counties under the new Constitution. These include crop and animal
husbandry, livestock sale yards, abattoirs, plant and animal disease control,
fisheries and cooperative societies. Over the medium-term, the national
departments will need to be reorganized and rationalized to ensure efficient
delivery of services in a decentralized system.
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Trade, Tourism and Industry

88.  Despite impressive performance over the recent past, Trade, Tourism
and Industry (TTI) sector still faces a myriad of challenges ranging from
high cost of production, competition from cheap imports, high taxes and low
credits from financial institutions. These challenges hamper the sub-sector
from realizing its full potential.

89. To contribute effectively to overall development, the sector plans to
create an enabling business environment for trade and investment; undertake
policy, legal and institutional reforms for the development of the sector;
support entrepreneurship and industrial development; promote exports and
sustainable tourism by making Kenya a leading destination for investment
and tourist of diverse and high quality products; deepen the EAC
integration; and preserve our national heritage and culture.

90. The Sector has identified five priority programmes for
implementation during the MTEF period 2011/12 to 2013/14, namely: trade
development and investment; coordination of East African Community
matters; national heritage and culture; tourism development and marketing;
industrial development and investment.

91. Total 2011 MTEF estimate for the sector is KSh 43.7 billion. For FY
2011/12, KSh 13.5 billion has been set aside, representing a 9.8 percent
increase from FY 2010/11 funding level. This is projected to increase to
KSh 16.1 billion in 2013/14.

Trade, Tourism and Industry Sector 1/

KSh billion 2010/11] 2011/12] 2012/13| 2013/14 2011
Revised Medium-term estimates MTEF

Total

Total 12.3 13.5 14.1 16.1 43.7
o/w: wages 1.2 1.2 1.2 1.2 3.6

1/ The sector comprise of trade, east Africa community, national heritage and culture, tourism,
and industrialization.

92.  Some of the assigned functions to the counties include markets, trade
license, fair trading licenses, and local tourism. The total cost of providing
these services are being worked out and will become clear in due course and
reflected in the next MTEF cycle.
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Physical Infrastructure

93.  Physical infrastructure continues to be an enabler for sustained
development of the economy and particularly the six key sectors identified
under the economic pillar of Vision 2030.

94.  Despite major achievements over the recent past, there are still
challenges. During the 2011/12 - 2013/2014 period, the sector’s goals
include: accelerating ongoing infrastructure development, focusing on
quality, aesthetics and functionality of the infrastructure services developed;
support identified flagship projects to ensure contribution to the economic
growth and social equity goals; improving efficiency and effectiveness of the
infrastructure development process at all levels of planning, contracting, and
construction; protecting the environment as a national asset and conserving it
for benefit of the future generation; and providing utility sector (electricity)
that is modern, customer-oriented and technologically-enabled to provide
efficient, cost-effective, quality services to all citizens.

95. Total MTEF estimate for the sector is KSh 594.7 billion. For FY
2011/12, KSh 193.1 billion has been set aside, representing a 16 percent
increase from FY 2010/11 funding level. This is projected to increase to
KSh 206.5 billion in 2013/14.

Physical Infrastructure 1/

KSh billion 2010/11 | 2011/12] 2012/13 | 2013/14 2011
Revised Medium-term estimates MTEF

Total

Total 166.5 193.1 195.1 206.5 594.7
o/w. wages 3.2 3.3 3.3 3.3 9.9

1/ Includes roads, public works, transport, energy, local government, Nairobi metropolitan
development, Kenya wildlife services and housing subsectors.

96.  Assigned functions to the counties include county roads, street
lighting, traffic and parking, public road transport and ferries and harbors,
and housing. Costing of these services is ongoing and will be reflected in the
next MTEF.

Environment, Water and Irrigation

97. The sector plays a key role in providing a clean, secure and
sustainable environment, in addition to developing natural resources that
form critical linkage with the other sectors of the economy. Prospects for the
country’s long-term growth are therefore dependent on effective
management of these resources.

26




98. Funding to the sector has increased over the years with about 70
percent going to water and irrigation. The absorption rate of funds by the
sector has averaged about 80 percent, in part due to the unpredictability and
delayed disbursement from donors and technical issues in the procurement of
goods and services.

99. The MTEF estimates of KSh 146.5 billion will fund programmes on:
water supply and sewerage/sanitation services; water resources management
and water storage; irrigation and drainage infrastructure; environment
management and protection; natural resource data and information; mineral
resources management; meteorological services and climate change; forestry
development, research and management; and wildlife conservation and
management.

Environment, Water and Irrigation 1/

KSh billion 2010/11 2011/12 I 2012/13 } 2013/14 2011
Revised Medium-term estimates MTEF

Total

Total 50.0 52.3 453 48.4 146.0
o/w: wages 2.7 2.3 2.8 3.2 8.8

1/ Includes water and irrigation, environment and natural resources, forestry and
wildlife.

100. For FY 2011/12, KSh 52.2 billion has been set aside, representing a
4.4 percent increase from FY 2010/11 funding level. This is projected to
increase to KSh 48.4 billion in 2013/14, bringing the total MTEF funding
level to KSh 146 billion. Under this sector, assigned functions to the
counties include soil and water conservation, forestry, storm water
management, and water and sanitation services, air pollution, noise
pollution, other public nuisance and outdoor advertising. Detailed costing of
these functions is ongoing.

Human Resource Development

101. Human resource development is a key foundation for national socio-
economic transformation. The overall goals of the sector are to: provide
access to quality education and training in an equitable manner at all levels;
promote industrial peace and harmony, manpower development,
employment creation and enterprise competitiveness; improve the health
status of the individual, family and community by ensuring acceptable and
affordable curative health care services; and enhance access to, financing,
quality, efficiency and effectiveness of public health care delivery.
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102. Despite the progress realized in the provision of a globally
competitive, quality, effective, healthy and well educated human resource
for sustainable development, the sector continues to face major challenges.
These range from access and equity, staff shortages and poor succession
management, HIV and AIDS, quality and relevance, financial management
issues, governance issues, outdated labour market information, inadequate
policy and legal frameworks and dilapidated infrastructure and equipment,
among others.

103. In the medium term, the Government will seek to address these
challenges by providing education and training opportunities, building
capacity in industrial training, optimal utilization of human resources,
medical services, health, and sanitation infrastructure.

Human Resource Development 1/

KSh billion ‘ 2010/11 2011/12 ! 2012/13 ] 2013/14 2011
‘ Revised Medium-term estimates MTEF

\ Total

Total l 201.7 203.9 213.9 225.2 643.0
o/w: wages 1197 123.2 124.0 127.8 375.0

1/ Includes medical services, public health and sanitation, education, and labour and human
resource development.

104. For FY 2011/12, KSh 203.9 billion has been set aside, representing a
1.2 percent increase from FY 2010/11 funding level. This is projected to
increase to KSh 225.2 billion in 2013/14. Assigned functions to the counties
under this sector include county health facilities and pharmacies, ambulance
services, promotion of primary health care, licensing and control of
undertaking that sell food to the public and pre-primary education. The
costing of these functions is ongoing.

Research, Innovation and Technology

105. The sector facilitates the acquisition of new knowledge in order to
produce and improve products and processes. The sector therefore continues
to explore opportunities associated with the convergence of research,
innovation and technology to spur economic growth in the country as
envisaged in Vision 2030.

106. Recent achievements include completion of the pilot Analogue-Digital
migration in Nairobi and its environs, finalization of the provision of high
speed broadband infrastructure targeting all major towns, government, social
and learning institutions in the country, operationalization of the
Government Data Centre and acquiring of 5,000 acres for the establishment
of ICT Park, among others.

28




107. During the 2011 MTEF period, the sector will continue to improve
policy, legal and institutional frameworks, provide information and
communication services, strengthen research and innovations, expand ICT
infrastructure, train human resource, and enhance data management.

Research, Innovation and Technology 1/

KSh billion 2010/11 2011/12 l 2012/13 ] 2013/14 2011
Revised Medium-term estimates MTEF

Total

Total 66.2 68.4 72.0 82.8 223.2
o/w: wages 2.9 3.0 3.1 3.2 9.3

1/ Includes information and communication; higher education, science and technology;
statistics; government informarion technology services; resource survey and remote sensing; and
research, innovarion and technology institutions.

108. For FY 2011/12, KSh 68.4 billion has been set aside, representing a
3.3 percent increase from FY 2010/11 funding level. This is projected to
increase to KSh 82.8 billion in 2013/14, bringing the total MTEF funding
level to KSh 223.2 billion. Some of the assigned functions to the counties
include land survey and mapping, among others.

Governance, Justice, Law and Order Sector (GJLOS)

109. Despite recent achievements in reduction in the number of reported
crimes and recovery/restitution of corruptly acquired assets worth over KSh
4 billion, the sector still faces major challenges—notably, crime, court case
backlogs and prison overcrowding. Also, corruption still remains a big
challenge.

110. Funding over the 2011 MTEF period will: facilitate the
implementation of the new Constitution; improve access to judicial and legal
services for all Kenyans; enhance the security of identification, registration
and travel documents; enhance capacity of parliament to play its oversight
role and enact legislations; prevent and combat the occurrence of corruption
and economic crimes including tracing, recovering and restituting corruptly
acquired assets and ensure public safety and security.

111. Other objectives will include provision of coherent coordination and
implementation of reforms within the sector; reform and modernization of
the electoral processes to deliver free, fair and credible elections; promotion
of national values and ethics; and registration and funding of political
parties.

112. Assigned functions to the counties include ensuring and coordinating
the participation of communities and locations in governance at the local
level and assisting communities and locations to develop the administrative
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capacity for the effective exercise of the functions and powers and
participation in governance at the local level. Costing of these assigned
functions to the counties will depend on the scope of restructured functions
of the provincial administration.

113. For FY 2011/12, KSh 104 billion has been set aside, representing a
5.5 percent increase from FY 2010/11 funding level. This is projected to
increase to KSh 117.6 billion in 2013/14, bringing the total funding level for
the MTEF period to KSh 340.9 billion.

Governance, Justice, Law and Order Sector 1/

KSh billion 2010/11 2011/12[ 2012/13 2013/14 2011

Revised Medium-term estimates MTEF

Total

Total 98.6 104.0 119.3 1176 340.9
Of which:

Judiciary 3.8 9.3 10.3 10.6 30.2

Parliament 7.6 8.1 9.7 10.9 28.7

o/w: wages 55.5 57.4 60.7 61.2 179.3

1/ Includes Ministry of State for Provincial Administration and Internal Security, Office of the
Vice President and Ministry of Home Affairs, Ministry of Justice, National Cohesion and
Constitutional Affairs, State Law Office, Judiciary, Kenya Anti-Corruption Commission,
National Assembly, Kenya National Audit Office, Ministry of State for Immigration and
Registration of Persons, Interim Independent Electoral Commission and the Directorate of
Public Prosecution. :

114. This sector includes budgets for the Judiciary and National Assembly,
which are expected to be submitted directly to the National Assembly in line
with the new constitution. Their MTEF funding level has been arrived
following consultations with Judiciary and National Assembly.

Judiciary

115. The challenges facing the judiciary include case backlog, case delay
and inaccessibility to justice in many parts of the country. This is attributed
to lack of adequate facilities in most of the existing 120 court stations in the
country; inadequate numbers of judicial officers and other support staff; and
slow adaptation and institutionalization of ICT technology and other
facilities.

116. During this MTEF period, the lJudiciary will prioritize the
implementation of the new constitution and continue to implement strategies
that will lead to reduced case backlog, improved access to justices and
modernize the court system. These will be achieve as follows:
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e Operationalization of the new Jucidicial Service Commission (JSC)
including establishing a secretariat, hiring of staff, and developing
continuous education curriculum for all judicial staff to improve
skills.

e Establishment of new offices/structures including the office of the
Deputy Chief Justice, Supreme Court and High Courts in the 32
counties where none exists currently.

o Establishment of tribunals under the judiciary, the Board vetting all
judges and magistrates under the Judges and Magistrates Vetting
Act, 2011, and the National Council on Administration of Justice
under the Judicial Service Act, 2011.

e Automation of courts with the ICT strategic plan estimated to cost
KSh 4.8 billion during the MTEF period.

e Improvement of terms and conditions of service for judicial staff
including housing and car loan schemes.

117. Total MTEF estimate for the judiciary is KSh 30.2 billion. For FY
2011/12, KSh 9.3 billion has been set aside, representing about 140 percent
increase from FY 2010/11 funding level. This is projected to increase to
KSh 10.6 billion in 2013/14. The funding level is broadly consistent with the
estimates submitted to the Judiciary Service Commission.

Parliament

118. Parliament plays a crucial role in strengthening the democratic space
and good governance in the country. Under the new constitutional order,
parliament will consist of the National Assembly and the Senate. This is
expected to increase the resource requirement to cater for the increased
membership of Parliament from the current 224 to 418 and for additional
physical facilities and infrastructure.

119. In addition, resources will be required for capacity building,
embracing ICT to fully realize live house broadcasts, and modernization of
the existing facilities. Due to increasing demands for additional facilities, a
development vote for parliament has been created.

120. Total MTEF estimate for the Parliament is KSh 28.7 billion. For FY
2011/12, KSh 8.1 billion has been set aside, representing a 6.5 percent
increase from FY 2010/11 funding level. This is projected to increase to
KSh 11.8 billion in 2013/14. The funding level is broadly consistent with the
estimates submitted to the Parliamentary Service Commission.
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Public Administration and International Relations

121. The sector plays a key role in enhancing public service delivery,
organization and coordination of Government business through planning,
mobilization of financial and human resources in the public sector. In
addition, the sector links all other sectors with the rest of the world on
matters of international treaties, agreements, cooperation and resource
mobilization.

122. Funding over the 2011 MTEF period will enable the sector to oversee
the implementation of the new constitution; provide leadership and policy
direction in the governance of the country; coordinate and supervise
government affairs; promote sound public financial and economic
management policies for socioeconomic development; articulate and
implement Kenya's foreign policy for national development; promote
macroeconomic stability, mainstream MDGs into the nation’s policy,
planning and budgetary process, implementation, monitoring and evaluation;
promote efficient and effective human resource management and
development for improved public service delivery; and promote public
service integrity.

Public Administration and International Relations 1/

KSh billion 2010/11 2011/12 [ 2012/134] 2013/14 2011
Revised Medium-term estimates MTEF

Total

Total T7:5 69.8 66.8 69.8 206.4
o/w: wages 6.6 6.9 7.1 7.4 21.4

1/ Includes state house, public service, foreign affairs, planning and national development,
finance, cabinet office, public service commission and prime minister.

123. For FY 2011/12, KSh 69.8 billion has been set aside to fund its
programmes. This is projected to remain more or less stable at that level
over the medium term, bringing the total MTEF estimate to KSh 206.4
billion. Assigned functions to the counties include office of the governor,
county assemblies, county planning and development including statistics.

Special Programmes

124. Activities under special programs include regional development
policies, youth empowerment, gender, children and social development, and
coordination of development activities in arid and semi arid areas.

125. The strategic objectives of the sector include formulation and
implementation of policy guidelines for economic utilization of resources in
regions, management of disasters, enhancement of equity and poverty




reduction to improve the welfare of the people in arid and semi arid lands,
facilitation and empowerment of vulnerable groups including women and
youth.

126. Funding over the 2011 MTEF period will achieve the following
priority areas: disaster management; children’s services; gender and social
development; policy and general administrative services; youth development
and empowerment services; management and development of sports and
sport facilities; integrated regional development; and special development
initiative for northern Kenya and other Arid Lands.

Special Programmes 1/

KSh billion 2010/11] 2011/12] 2012/13| 2013/14 2011
Revised Medium-term estimates . MTEF

Total

Total 40.3 38.4 42.0 44.6 124.9
o/w: wages 2.6 2l 2.7 2.0 8.1

1/ Includes regional developmens authorities, gender and children development, special
programmes, youth affairs and sports, development of northern Kenya and arid lands.

127. For FY 2011/12, KSh 38.4 billion has been set aside to support the
sector’ activities. This is projected to increase steadily to KSh 44.6 billion in
2013/14, bring the total MTEF estimate to KSh 124.9 billion.

128. Assigned functions to the counties include sports and cultural
activities and facilities, among others. The sector will benefit from additional
funding from the equalization fund as some on the activities covered under
the sector benefit the marginalized categories. Detailed costing of the
assigned functions will become clear in the course of the next financial year
and will be reflected in the next MTEF cycle.

Revenue Sharing - 2012/13-2013/14

129. Estimates for 2011 MTEF revenue sharing are provided in the table
below. As per the new Constitution, 15 percent of revenues are to be
transferred to county government to fund the assigned functions. A further
0.5 percent of revenues are for the equalization fund to be disbursed as per
the provisions of the Constitution. It should be noted that these are tentative
projections to be firmed up following recommendations from the
Commission on Revenue Allocation.

130. Based on a tentative shareable revenue base comprising of all tax
revenue (personal and corporate income tax, VAT, import duties, and excise
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tax) and other non-tax revenue collected by the Kenya Revenue Authority
and assuming that there is a one year lag in auditing of these revenue,
projected total revenues for counties (based on 15% rule) amounts to KSh
105.5 billion, while equalization fund is KSh 3.5 billion for 2012/13. This

will rise to about KSh 120 billion and KSh 4 billion, respectively, in
2013/14.

Revenue Sharing, 2009/10 - 2013/14
2009/10  2010/11  2001/12  2012/13  2013/14
Prov Rev. Bgt Proj Proj Proj.
National Government 455 5719 6494 6709 7575
Devolved Government 39.5 46.9 53.6 130.0 147.7
LATF 10.4 12.9 15.0 -
RMLF 1.7 24 2.7 -
CDF 129 15.1 172 - -
County Revenue Fund (15% of Revenue) - - - 105.5 120.1
Equalization Fund (0.5% of Revenue) - - - 3.5 4.0
Local Revenues 1/ 14.6 16.5 18.7 21.0 23.6
Total shareable revenue 2/ 465.0 6H18.3 703.0 800.9 905.2
Percentage share
Total shareable revenue 100.0%  100.0%  1000%  100.0%  100.0%
National 100.0%  100.0%  100.0% 84.5% 84.5%
County
Revenue Sharing (15% of Revenue) 0.0% 0.0% 0.0% 15.0% 15.0%
Equalization Fund (0.5% of Revenue) 0.0% 0.0% 0.0% 0.5% 0.5%

Source: Ministry of Finance

otes:
LATF = Local Authority Transfer Fund
RMLF = Road Maintenance Levy Fund
CDF = Constituency Development Fund

1/ Own sources of revenue

2/ Income laxes, import duty, VAT, excise taxes, and non-tax revenues collected by KRA.
This is approximated by ordinary revenues.
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VII. CONCLUSION

131. The government responded appropriately to the multiple shocks we
faced in 2008-09 by maintaining social spending in health and education as
well as providing economic stimulus countrywide, in addition to continuing
to invest in infrastructure such as roads, water and power. This was largely
financed through domestic borrowing—thanks to the fiscal space created
during the period of strong economic growth prior to the post-election crisis
where our domestic debt fell significantly to below 20% of GDP.

132. The countercyclical fiscal measures raised fiscal deficit (including
grants) from 3.5 percent of GDP in 2007/08 to 6.5 percent of GDP in
2009/10 and 6 percent in 2010/11. Consequently, our net domestic debt has
increased to over 24% of GDP. As the economy recovers, our fiscal
objective now is to reduce the budget deficit in order to bring our overall
public debt to sustainable level in line with stronger economic growth. The
gradual adjustment is designed to ensure that fiscal policy continue to
support economic activity and provide sufficient room to implement the new
constitution.

133. Overall, the set of policies outlined in this BPS are consistent with the
national strategic objectives pursued by the Government as a basis of
allocation of public resources. Details of the strategic objectives are
provided in the first MTP currently being implemented. The policies and
sector ceilings annexed herewith will be the basis for the preparation of the
2011/12 MTEF budget.
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Annex Table 1; Main Macroeconomic Indicators, 2008/09-2013/14

National account and prices
Real GDP
Real GDP per capita
GDP deflator
CPllndex (eap)
CP1 Index (avg)
Terms of irade (-detenoration)

Money and credit (end of period)

Net domestic assets

Net domestic credit 1o the Government
Credi to the rest of the economy
Broad Maney, M3 (percent change)
Reserve money (percent change)

[nvestmenl and saving
Investment
Central Government
Other
Gross National Saving
Central Gavernment
Other

(Central government budget

Total revenve
Total expenditure 1nd net lending

Primary budge! halance
Ne! domestic homowing
Total extemal support (grant & loans)

External sector
Exports value, goods and services
Imports value, goods and services

yeat imports (end of pertod)
Public debt

Domestic (nel)
External

Memorandum items:
Nominal GDP {1n Ksh biilions)

Nominal GDP {in USS mllions)

Ovezall balance (commitment basis) excl grants
Ovenall halance (commitment basis) incl grants

Current external balance, including official transfers

Current exteral balance, excluding officral transfers
Gross mtemational reserve coverage 19 months of next

Nominal ceniral government debt (eop), net

1008109 | 2009110 01011 w0 VK] Wy
Prov. | Budget BOPA'I BPS'I) | BSP'I0 BOPA')I BPST! | BSP'I BOPA'I BPS'II BOPA'II BSP'II
Annual percentage change, unless otherwise indicated
11 19 51 54 55 60 61 6l 64 67 67 | 68 68
02 0 12 U 15 i 12 32 15 37 Y I L B
L3] 61 64 69 59 57 68 71 b4 b $6 1 49 5l
86 15 50 50 54 50 51 53 50 50 50 50050
17 53 50 4 5l 50 52 56 50 50 501 50 50
48 45 43 30 28 2 41 A7 03 a8 2 | b S
25 3 38 187 185 [ 96 (54 162 | 105 105 120 | 130 13§
303 97 169 149 149 | 128 09 109 | 105 50 40 | S0 45
13 168 | 00 20 25 [ IS8 183 192 | 166 150 170 | 157 l6d
130 %1 40 198 199 | 144 177 180 | 155 M9 49 | M9 152
46 35 - n 19 [ 127 M8 IS1 | 13RO 49 49 ) W9 152
In percentage of GDP, unless otherwise mdicated
199 129 WL Do MY | Uy BL Be | 2T %5 WS | 66 %7
15 19 02 103 100 | 91 06 107 | 89 Uy 12| U2 106
124 140 0y N3 1 27 S 150 | 3% M6 153 | 154 160
129 160 IS5 170 168 | 173 186 173 | 190 06 B3 | 24 20
1 16 b4 17 8 56 R 6 56 62 55 | 6d 59
10§ 144 91 W3 W0 | 16 42 127 | 135 W4 133 | IS0 W)
prt n MY B1 B4 | M6 253 B[ M5 153 B3| BSOBS
m 02 BEORY NRNT N Ny NT | WS U WS ) 0T )
51 24 42 21 3| 46 b6 66 | SI 40 61 | 52 52
44 45 43 65 0 50 53 50 | 35 47 4710 39 9
-4 -9 E AN 1 R B 21 - 200 20| 13 -2
32 5 18 5 4 19 34 14 18 15 17 14 13
24 15 52 18 i i1 39 40 36 40 L I I | R
64 n1 US  BH DI | M1 Me 68 | 281 M3 WD [ U4 I
{01 11 332 B0 413 | MO 35 06 | B335 WO | MY M6
10 49 S6 0 46 19 | A5 A4 B4 [ 37 5% 7 | S 66
49 49 S5 45 a8 | 45 44 83 [ d8 S8 76 | 52 66
32 13 1 16 M 18 13 15 L) |4 40
43 $8 | 40 47 419 | M4 47 416 | B 412 411 | 4] 460
186 NI Ny WU WA NI MY MY N4 DBe WY nY o1l
U7 Ne | B2 B4 BS | N2 1y N A6 NBs B | BT AU
L6 2400 2767 IN3 25| 302 3075 30| 35100 J463 1463 M 18R
BEYS | 0ETI| BIT MO 13| 1930 IBI0S 36316| M54 02462 41026) 41001 45628

Source: Ministry of Finance

BOPA = Budgel Outlook Paper
BSP = Budget Strategy Paper
BPS = Budge! Policy Statement
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Annex Table 2 Central Go Operations 200803 - 1314 (in billions of Kenya Shiligs)
200310 2101 2112 M3 01314
Pov. | Buigsl BOPAT1 BPSTI | BSPI0 BOPAT1 B8PST1 | BSPI0 BOPATI BPS11 [BOPATI BPSTI
Rav. Bal
TOTAL REVENUE S0 | 6895 6842 GBI | TBA5  TTI3 TH4A | O3 @M eTI0 | %02 989
(Ovdinary Revenue (axct LATF) 5075 | 6096 6042 GOS8 | 6822 G908 6880 | 7086 7844 8009 | 8861 9052
income tax 9 | 549 620 499 | 877 M4 WS4 [ 2000 81 Q7 | W9 W9
\mport duty (net) 03 | #9 w6 @3 | s 542 5 | St 587 608 | 650 667
Excisa duty Wi | %2 #2862 | %9 %8 W | 1042 117 1060 | 152 1189
Valua Added Tax W0 | M4 1687 03 | 1928 143 1960 | W4 9 259 | M0 B
Investmentincoma a4 [ e ng 18 | B3 v5 W | w0 152 w1 | 1m0 17
Ot nro| s+ w8 %8 | W7 w7 @4 | €8 69 48 | 06 N7
LATF 04 | B4 n4 129 | k0 152 B0 [ 153 w3 00 | 184 00
Ministerial and Departmental fees (AIA) 02 | ®6 66 &6 | 863 T4 T4 | &5 761 76 | BT M7
EXPENDITURE AND NET LENDING 752 | M0 8923 W39 | W75 97A7  O7SB | 9507 10844 1,092 | 11926 11810
wpendiure S04 | 503 6033 6037 | 6239 634 6311 | 6228 6661 689D | 700 7663
Interest payments 85 | M9 M9 M2 | %0 @0 &1 [ 002 96 WY | W6 1019
Domesic interest 574 | 79 619 6§72 | 08 M3 TeR | 87 B4 B4 | 863 854
Foreign mierest il 70 70 70 92 86 83 | N5 102 125 | 13 i8S
Wages and bensfits{cvi service) 726 | 917 1977 W23 | 200 A4 200 | 266 246 2438 | 243 25
Connbution o civi senice pension fund 00 10 00 00 27 30 127 | e 1 M| N3 188
Coi senvice Refom 00 | m 01 0 02 02 02 | 02 02 02 | 02 02
Pensions elc 20 | ®6 w6 M9 | N5 MS a2 | @B ME 24 | W1 29
Other 93 | 284 184 W7 | 2T 196 243 | 1995 162 460 | 865 wS1
Delense and NSIS %69 | %7 &7 606 | %9 57 ST | M5 %4 588 [ 600 800
Development and Nel lending M7 | m6 WS w8 | W06 3WE  BL | 49 4123 3895 | 74 469
Domestically fnanced 519 | a1 w54 773 | 1866 245 065 | @55 ;2 5 | %90 28
Foreqn financed 805 | 11 142 930 | B35 108 218 | 067 785 1952 | 15T 1800
Netlending bx} u 2 25 25 w2 | 26 LI 3 ST
(Orougnt Expandiures &1 10 10 50 10 w22 10 10 2 | w0 20
(Conéngencies 00 20 20 00 20 2 20 | 20 20 s | 2 w0
(Constitufon Relorm 00 00 40 2 00 95 a5 | 00 10 w [ 2w 2
Balance {commitment basis excl. grants) AT | ama N8t S | 18300 014 2004 | 804 086 2122 | 024 32
Adjustment |0 cash basis 00 | 10t 05 00 0 00 | 00 00 00 [ 00 00
Proect grants 07 | o4 23 ®0 | 0 ws M8 | 96 M2 504 | 516 529
Programmme grants 00 20 00 00 00 00 00 | 00 00 00 | 00 00
rm-: (cash basis including grants) 564 | 1880 1769 630 | 360 1637 1526 | 1308 1625 161 [ 1508 1503
Statstical dscrepancy 00 | o0 00 00 00 00 00 | 00 00 00 | 00 00
FINANCING 1964 | 1800 769 1630 | 191 1637 1525 | 134 625 1618 | 104 1503
Net loreign financing 79 | m7  s18 m0 | 607 S84 44 | 43 1092 1187 | ME %8
Project loans W8 [ 1027 M9 80 | M5 80 71 | 697 935 1026 | 147 077
Programme loans 00 00 00 00 00 00 00 | 00 00 00 | 00 00
Commercial Fin/Soversign bond 00 00 00 04 00 00 00 | 00 M8 @2 | 94 194
Repayments dus 87 [ w5 w5 05 | ;B8 M6 BT | B4 B 60 | B A3
Change in arears | a0 00 00 00 00 00 | 00 00 00 | 00 00
Rescheduiing/Dstt swap 05 | 05 05 05 00 00 00 | 00 00 00 | 00 00
Privalization proceeds 00 | 00 00 00 00 00 00 [ o0 oo 00 [ 00 00
Net damestic bomowng M5 | 1083 150 1250 | 584 1083 1052 | 890 532 41 | %0 %05
[Financing gap 00 | 00 00 00 | %69 00 00 | 74 00 00 | 00 00
{Memo tems
Exiemal Debl 5655 | B9 639 G35 | 10530 7011 6970 | 10530 @80 6235 | S0 817
[Domestc Debl (gross) 6546 | 7496 7795 7796 | G411 8849  BB4B | W8 981 978 | W41 9783
[Domestc Debl (ne) S8 | 6128 6598 6598 | 6912 7851  7BS0 | 7442 8183 80RO | 8743 SRS
Inkrasinuciurs bonds 00 | M6 WS W5 | WS M6 N6 | A7 w8 BN | B2 U
Primary budgel balance @9 | 131 020 B89 | 461 817 675 | 06 709 679 | S22 484
(Devolved funds:
County Revenua Fund 1055 1201
Equalizaton Fund 2 . 15 0
Uudictary Budget 19 19 9. 03 106
Partament Budget 12 16 8.l 97 109
INominal GOP 2308 | 27672 27135 27054 | 30018 30747 30740 [ 34840 34634 34627 [ 387E7 38882

Source: Minisiry of Financa

BOPA = Budgel Outook Paper
BSP = Budgel Sralagy Paper
8PS = Budge Polcy Stalement
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Annex Tabie 3: Central Government Financial Operations, 2008/09 - 201314

(in percent of GDP)
200910 21011 112 01413 21314
Prov. [ Budgel | BOPATT | BPS'I | BSP10  BOPATI BPS'YT | BSPID BOPA1! BPS11 |BOPATI BPS!T
TOTAL REVENUE Q8% | 9% | 2% | 4% | ME% | B3% | 82 | 1IN | 183% | BI% | BN | B85%
Ordinary Revenue (excl, LATF) 1% | 0% | 2I% | R4% | 0% | 225% | 4% | 203% | 26% | 1% | 28% | BI%
Income lax 7% | 9% 93% 92% 93% 9% | 93% | B3% 95% | 99% | 35% | 100%
Impart duty (nef) 17% 18% 18% 18% 1.7% 1.8% 18% 15% 1% 18% 1.7% 1.7%
Excise duty 31% 1% 12% 12% 1% 1% 1% 0% 1% 1% I | 1%
Value Added Tax 5.9% 5.2% 6.2% 63% 6.2% 6% | 64% | 59% | 65% | 65% | 66% | 67%
Imvestment income 0.3% 04% | 04% | 05% 0.4% D% | 05% | 03% | 04% 05% | 04% | 05%
Other 14% 13% 1.4% 4% 1.3% 1.4% 14% 1.3% 1.4% 14% 1.4% 14%
LATF 04% | 05% | 05% 05% 05% 05% | 05% | 04% | 05% 00% | 05% | 0.0%
Ministend and Departmental faes (AiA) 1% | 4% 25% 5% 1% 2% | 1% 13% 2% 2% | 2% | 22%
EXPENDITURE AND NET LENDING 0% [ A% | 329% | 2T% | 30.5% | A% | 3T% | Z.3% | 303% | 5% | 00% | W0.7%
Racutent expenditure 0% | N3% | 22% | 3% | N1% | 08% | 205% | 179% | 192% | 199% | 19.3% | 197%
Inleres! payments 6% | 2% 28% % 23% % | 8% | 29% 26% | 7% | 26% | 26%
Domestc nterest 8% | 25% 25% 25% 26% 4% | 25% | 25% | 24% | 24% | 2% | 2%
Foresgn mierest 0% | 0% 03% 0.1% 0% 03% | 03% | 03% | 03% | 04% | 0.3% | 0.4%
Wages and benefits (chal service) % 6.9% 7.3% 75% 6.8% 1% 1% 5.5% 1% T0% 1A% | 70%
Contribution to cvil senvce pension fund 0% 00% 00% 00% 04% 03% | 04% 04% 0.3% 04% | 0.3% | 04%
Civl sanvice Relorm 00% 00% 00% 00% 0.0% 0.0% 00% 00% 0.0% 0.0% 00% | 0.0%
Pensons eic 1 2% 10% 11% 11% 10% 10% 10% 0.8% 1.0% 0.9% 1.0% 1.0%
Other 76% 86% 8% B.A% 1% 18% 13% 5% 6.5% 1% 69% | 71%
Defense and NSIS 2.0% 10% 23% 1% 18% 19% 19% 16% 1.7% 17% 15% 1.5%
Development and Ne{ lending BO% | 107% | 04% | 0% | 103% | 107% | 108% | 93% | 119% [ 11.2% | 11.3% | 10.0%
Domesscally fnanced B3% | 64% 65% 6.6% 6.0% 67% | B7% | 5J% | 6% | S5% | &7% | 6.0%
Foreign financed 25% | 5% 16% JA% % IP% [ 40% [ 39% | 52% | S6% | 45% | 46%
el lending 0.1% 0.1% 0.1% 01% 01% 01% 01% 01% 0.1% 0.1% 01% | 01%
(Orougnt Expenditures 0% | 00% 0% 02% 00% 00% | O1% | 00% | 00% [ 01% | 00% | 0.1%
[Contngencies 00% | 0% 01% 00% 01% 0% | 01% | 01% 0.1% | 0% | 0.1% | 0.2%
IConstiution Relorm 00% | 00% 0.1% 0.1% 0.0% 03% | 03% | 00% | 01% | 01% | 0.1% | 0.1%
Balance (commitment basis excl. grants) % | A% -1.T% T1.3% 5.9% 45% 6% 5.7 40% £1% | 52% | A%
IAdustment 1o cash basis U4 0o 00% 0.0% (19 0% 0.0% 00% 0.0% U0% 0U% | 00%
Project grants 9% 15% 1.2% 13% 15% 12% 16% 14% 1.3% 15% 13% | 14%
[Programmeme gants 00% | 00% 00% 00% 00% 00% | 00% | 00% | 00% | 00% [ 00% | 00%
ance (cash basis including grants) 4.5% 48% 4.5% 40% A4% -5.3% S0% | -08% AT% A% | 39% | -19%
Statstical discrepancy 00% | 0.0% 00% | 00% 00% 00% | 00% | 00% | 00% 00% | 00% | 0.0%
FINANCING 85% | 68% 65% §.0% 18% 3% | 50% 1% o AT% | 3% | 1%
Nel foreign fnancing 10% | J0% 19% 14% 20% 19% | 15% | 13% 1% A% | 24% | 26%
Project loans 17% | 1™ 25% 1% 7% 2% | 24% | 20% 20% | 30% | 2T | 28%
Programme loans. 00% | 0.0% 00% 00% 00% 00% | 00% | Q0% 00% | 00% | 00% [ 00%
Commercial FinJSovereign bond 0.0% 00% 00% 00% 00% 00% 00% 00% 12% 12% 05% | 05%
Repayments due 08% a4 8% DB% 8% OB% | 0B% | O7% o7% 0B8% | 08% | 07%
Change in aears 1% | 00% 0.0% 00% 00% 00% | 00% | 00% | 00% | 00% | 00% | 00%
RescheduingDebl swap 00% | 00% 00% | 00% 00% 00% | 00% | 00% | 00% | 00% | 00% | 00%
Privatizaion proceeds 00% | 00% 00% | 00% 00% 00% | 00% | 00% | 00% | 00% | 00% | 00%
Refinancing - Tafkom 0.0% 00% 00% 0.0% 00% 00% 00% 0.0% 0.0% 0.0% 0.0% | 00%
Net domestc bomowing 5.6% 18% 6% 6% 19% 14% 14% 20% 15% 12% 1.4% 1%
Financing gap 0.0% 00% 0.0% 0.0% 5% 20% 00% 5% 00% 00% 00% | 00%
Toll puble debt (net) 6% | 0% M | 0 Wy ATT% | US% | 0% | T2 | 7% | 62% | 460%
Debt {gross) 3% | W% | BI% | BEW [ 7% | BB% | W% | 69% | 27.1% | 68% | BE% | 5%
Debl [net) NI | 9% | % | M 2% 0% | 8% | MA% | 236% | 233% | 25N [ 21%
ik astruchure bonds 00% 1.1% 1% 1.1% 06% 1.0% 10% 06% 16% 16% 09% | 09%
Primary budgel balanca 15% 41% 8% 1% -15% 27% 1% 099% -20% 20% | 13% | 2%
|Tax Revenue 94% | 0% | 03% | 0% 0% 07% | 205% | 187% | 200% | 213% | 2.1% | 214%
|Devoived unds: 00% 00% 0.0% 00% 0.0% 0.0% 00% 00% 0.0% 00% 00% | 00%
County Revenus Fund ” g : " " 30% 1%
Equalizaton Fund 5 0.1% 0.1%
Hudicary Budgst 02% 0.4% 0.3% 0% %
{Parfiament Budgel 0.3% 0.3% 0.3% 0% 0.3%
GOP 100.0% | 1000% | 1000% | 100.0% | 100.0% | 100.0% | 100.0% | ‘000% | 1000% | 100.0% | 100.0% | 100.0%
Source: Minestry of Finance
Hole
BOPA = Budget Outlook Paper
BSP = Budgel Strategy Paper
BPS = Budget Policy Statement
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Annex Table 4: Consolidated General Government Operations 2009/10 - 2013/14 (in billions of KSh)
2009/10 010711 011/12 1012713 2013/14
ars'il ars'li B8PSl BPS'11
TOTAL REVENUE (incl grants) 583.4 737.9 8419 952.0 1,070.4
TOTAL REVENUE 562.7 702.9 793.0 901.6 1,017.5
Central Government Revenue 1/ 513.2 656.0 739.5 771.6 4698
Ordinary Revenue (excl LATF, RMLF, CDF) 507.5 605.9 688 U 800 9 905 2
Income 1ax 209 | 2499 285 4 343 7 87 9
Import duty (net) 413 483 555 60 B 66 7
Excise duty 74.1 86 2 9318 106 0 1189
Value Added Tax 142 0 1709 196.1 2259 259 4
Investment income B4 138 148 167 187
Other 323 Jo B 424 ars 5317
LATF 104 129 150 -
Mimstenal and Depanimental fees (A1A) 3oz 676 7.4 761 447
Adjust. LATF, RFML and CDF (24 8) (30 4) (14 9) (105 5) (120 1)
Devolved Revenue 39.5 46.9 53.6 130.0 147.7
LATF 104 129 150 - -
RMLF 1.7 24 27 - -
CDF 127 151 172 - -
County Revenue Fund (15% of Revenue) v - - 105 § 1201
Equalizaton Fund (0 5% of Rovenue) - - - 15 40
Local Revenues 14 6 165 187 21.0 136
Grants 207 i50 48 8 504 529
TOTAL EXPENDITURE AND NET LENDING T8 9 899 0 9920 11071 1.212.7
Total Recurrent 5155 616.7 650.6 709.0 786.6
Central Government Recurrent exp. 498.4 395.9 627.0 645.7 T14.7
Interest payments 635 742 851 939 19
Wages and benefits(civil service) 1726 2021 21200 243 8 273 5
Pension/CS reform 290 289 44.1 467 559
Other 176 3 2298 2202 256 5 2851
Defense and NSIS 569 60 6 5.7 588 60.0
Re-Assgned Ree Expenditure . - - (54 1) 61 8)
Devolved Government 17.2 20.8 3.6 63.3 7.9
Civic Expenses|1] 24 27 Jo 34 is
Personnel 82 1035 11:% 14 38
Operauons 43 52 59 1.7 19
Maintenance 24 23 28 0s 09
Assgned Recurrent Expenditure (Counties) - s - 541 616
Totul D P and Net lendi 2193 178.8 3379 394.5 4215
Central Government Dev/Net Lending 202.0 157.6 313.9 134.6 354.3
Domesucally financed 1/ 1392 162.1 1893 913 2338
Foreign financed 605 930 1219 1952 1800
Net lending 23 2.5 2.7 29 jo
Re-Assigned Devi Expenditure (Counties) = - - (54 9) (62 5)
Devolved Government Dev. 1/ 17.8 1.1 24.0 59.9 68.2
Non-CDF 52 6.0 68 5l 57
CDF 127 151 172 - -
Assigned Dev't Expenditure (Counties) - . - 549 625
Other County Governmenty (debt res., repuyment) 3.5 3.6 3.6 ENY 3.6
Adjustment to cash 00 05 00 0.0 00
-175.2 -195 6 -1990 -205 5 -195.2
-155 5 -160 7 -1502 -155 1 -142.3
Stansucal discrepancy 09 24 24 6.7 B0
FINANCING 156 4 163 0 1526 161 8 1503
Met foreign financing 219 jgo a7 4 187 99 3
Prnvatuzauon proceeds 0o 0.0 oa o0 00
Relnancing - Telkom 0o 00 0o 00 0.0
MNet domestic borrowing 1315 1250 105 2 431 505
Memo ltema
External Debt 565 5 636.5 697 1 823.5 9317
Domesuc Debt (gross) 6BB 9 Bl0 4 9121 9s1.7 998.7
of which
Nauonal Govl Debt 654 6 7796 884 8 927 8 9783
Devolved Gov't Debt 344 309 274 239 204
Domestic Debt (net) 534 8 659 8 7650 808 0 858 5
Primary budget balance -920 -86.5 -65 1 -612 -40 4
Shareable Revenue 5179 6188 703 0 800 9 S05 2
Tiansfers to Counties
County Revenue Fund - - - 105.5 12001
Equalizaton Fund - - - 13 40
Nominal GDP 2,400 2.705 3,074 3,463 1,884

Source Ministry of Finance

1/ Excludes CDF which is already captured in central government
LATF = Local Authonity Transfer Fund

RMLF = Road Maintsinance Levy Fund

CDF = Constituency Deveiopment Fund

BPS = Budget Policy Statement
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Amnex Table 6: Recurrent Sectoral Ceilings for the MTEF Period 2011/12 - 2013714 {KShs. Million)
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Annex Table 7: Developmeni Sectoral Cellings for the MIEF Period 2011/12 - 2013/14 (KShs. Millon)
|

Y SHARE OF TOTAL DEVELOPNENT
NANE OF SECTOR Approved| Printed | Revised Ceiings | Projectons | Approved| Printed | Cellngs | _ Prjectons
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Annex Toble & Tfal Expendhre Celingsforhe NTEF Pesod 2011712 1314

Pescenl ofTolol Expendilure
NAME OF SECTOR Aproved Minled  Revied Celags  Pojecons  [Approved Pinled  Celings  hojeckons

1B O 1 1 A 1 3 B 1 1 1 1

0 ARCUIUUPEADRURALDBVELOPMRT  Gios  US8 2097 XM X8 X0 BI%] % AR A% AR R
1502 TRADE, TOURSM AND ICUSTRY Gow 140 1200 1B @ M BT IR 1SR 1R LR L
503 PHYSICAL NRASTRUCIURE Gos 190 159 lbbAd 10N 19508 MeSB| MR LA DR 2R 2N
04 OWVRONVEN WARANDIRGAION  Gos  BI% %) 6% LM £1 84| B 4R R 6B IR
95 HUMAN RESCURCE DEVELOPMENT Gom 549 0 DA W 9N 22| KR ONE® O ONR U NEW
06 REEARCH NNOVATCHADIECHNOLOGY Goss 108 o607 %20 4B 200 @0 &% 8% &R A &N
U7 GOVERNANCE, JUSTCE LAWR CRDER ~ Gost 865890 &8I %40 oW 1938 173%4) 14 0% 123 & 116
508  PUBLIC ADMMSIRATION Gos M6 KM TR &0 w70 #80) % 0® R 44 TN
IS8 SPECIAL PROGRAMMES Gos V&5 VAR OM BX A% W] S R IR R U
1510 NATIONAL SECURIY Gos  BeM Shes A0 T0K B2 W9%) A& TR IR A LW
1074l BRI BT N0 NS MRS MOM | IODOR NOOK IOCR IODOR NOOH
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ANNEX TABLE 9: SECTOR PROCRAMMES AND BUDGETARY ALLOCATIONS, 2011/12-2013/14

Printed Projected Estimates
— Extimates | Ceiling 201712 201213 2013014

AGRICULTURE AND RURAL DEVELOPMENT 32,057 33,208 35,47 38,756

P.1 |Policy, Strategy & Management Of Agriculture 3863 581 454 4631
| -2 |Crop Development And Management 0,400 10415 8,684 947
P.3 |Agribusiness And Information Management 2,485 1,163 3,106 3,19
P.4 |Cooperalive Development & Management 1,135 1,509 1,362 1,526
P.5 |Cooperative Marketing 8 125 1% m
P.6 |Fisheries Development 31815 3169 430 5,04
P.7 [Land Policy And Planning 4 560 1,678 4,159 473
P8 |Livestock Resources Management And Development 6,769 1318 8,1m 9.901
TRADE TOURISM AND INDUSTRY 12,009 13,488 14,077 16,147

P.1 |Trade Development And Investment 141 189 2502 3.310
P.2 |Co-Ordination Of East African Community Matters 1028 1233 1,289 1489
P.3 [National Heritage And Culture 2170 2,52 2,516 2925
P.4 [Tourism Development And Marketing 2539 3,109 3404 3923
P.5 |Industrial Development And Investment 3,860 3.79 3,966 4,500
PHYSICAL INFRASTRUCTURE 185,548 193,074 195,108 206,525

P.1 |Road Development, Maintenance And Management 106,589 109,798 105,756 106.695
P.2 [Transport Management And Safety 3,738 3,816 4,036 463
P.3 |Transport Infrastructure Development 7,905 6,232 6421 731
P.4 |Government Buildings 4,702 5.514 6,091 7,588
P.5 [Coastline Infrastructure And Pedestrian Access 929 1251 2,030 1,456
P.6 |Procurement, Warehousing And Supply 49 50 n %9
P.7 |Congtruction Standards And Research 30 12 4
P.8 [Ceneral Administration And Planning Support Programme 813 839 919 1,426
P9 [Housing Development And Human Settlement Programme 3,960 4,062 451 5231
P.10 |National Electrification Programme 34572 38,845 41,801 45,739
P.11 {Renewable Energy Resources Programme 900 692 821 1,044
P.12 |Petroleum Exploration And Distribution Programme 404 650 847 399
P.13 |Centralized Support Services Programme 481 1,188 1262 1,130
P.14 {Local Authority Management And Development 19,000 18,213 18,1261 20835
P.15 |Metropolitan Infrastructure And Services 1477 1892 2313 2,756
ENVIRONMENT, WATER AND IRRIGATION 50963 52,300 45,302 48,447

P |Water Policy And Management 873 928 1,026 1,085
P.2 [Water Supply And Sewerage/Sanitation 26,038 17786 17,920 20474
P.3 [Water Resources Management And Water Slorage 5,518 5676 6,381 6,481
P.4 |Provision Of Irigation And Drainage Infrastructure 4038 4159 4160 4,260
P.3 |Environment Policy Development And Coordinaticn 420 415 685 795
P.6 |Environment Management And Protection 4.509 5137 4310 5,004
P.7 {Mineral Rescurces Management 281 298 587 39
P.8 |Meteorological Services 1217 1312 2,208 2,268
P.9 [Forestry And Wildlife Policy Regulation & Coordination 673 851 955 1,013
P.10 |Forestry Development And Management 5,319 4,551 4,355 4,360
| P.11|Wildife Conservation And Management 1677 1187 PALE 115
| |RESEARCH, INNOVATION AND TECHNOLOGY 66,947 68,433 72,023 82,780
P.I |Human Resource Development 9233 50463 53,513 62,607
P.2 |ICT Infrastructure Development 4781 497 1,074 7,368
P.3 |Information & Communication Services 1137 1,495 982 1,090
7.4 |Data Management §.280 4917 5,866 551
P.3 |Development Cf Palicy, Legal & Institutional Framewark 1661 4513 1,000 3800
P.6 |Research & Innovations 1355 208 1986 114
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ANNEX TABLE 9: SECTOR PROGRAMMES AND BUDCETARY ALLOCATIONS, 2011/12-2013/14 (Cont...)

Tt R

Printed Projected Estimates
Estimates Ceiling 201112 201213 2013/14
HUMAN RESOURCE DEVELOPMENT 197,149 203,502 213,911 225,224
P.1 [Education Policy, Planning & Administration 9,803 10,702 12,599 15,416
P.2 |Basic Education Programme 53,207 55,749 59,571 61,138
P.3 [Secondary & Tertiary Education Programme 72,421 72,790 75,096 78.556
P.4 [Quality Assurance & Standards Programme 5,560 5,694 5,823 6,07
P.5 |Promotion Of Best Labour Practices 688 848 890, 1,012
1,467 1,725 1ne 1.293
P.5 [Manpower Planning, Development, Utilization And Productivity M
P.7 [Policy, Planning And Administration 257 319 337 3193
P.8 |Curative Heaith Services 32,584 31,560 35,431 37.094
P.9 |Preventive And Promotive Health Care Services 21,162 22,515 23,046 24,210
COVERNANCE JUSTICE LAW AND ORDER 36,811 104,044 119.336 117,584
P.l |Security Services 36,09 41,466 43,983 45,440
P.2 |Population Registration 3,560 4,612 4,123 4,887
P.3 |Administration And Field Services 8,307 8,736 9,292 9,997
P.4 |Dispensation Of Justice 1,567 9,351 10,304 10,604
p.5 |Legal, Ethics And Constitutional Reform 1,644 2421 2,646 3,91
P.6 |Legislation And Oversight 7,079 8,100 9,739 10,894
P.7 |National Campaign Against Drug And Substance Abuse 10 809 822 856
p.8 |Correctional Services 10,977 13,164 13,768 14,974
P.9 |Audit Services 1,507 1,548 1,729 2,018
P.10 | Anti Corruption 1571 2.017 1,699 1,982
P.11 |Governance, Justice, Law And Order 997 767 808 160
P.12 [Management Of Electoral Process 5,090 4,329 12,960 3,691
P.13 [Registration, Regulation And Funding Of Political Parties 262 260 460 480
P.14 |Immigration Services 1,562 1477 1,619 1,806
?.15 |Policy, Management And Support Services - OVP 240 344 886 930
P.16 |Legal Services To Covernment 1,144 1,268 1,833 2,138
P.17 |Public Prosecution Services 155 300 350
p.18 |Betting And Lottery Services 238 241 253 265
P.19 |Government Printing Services 1,180 1,178 1,277 1,373
P.20 |Human Rights 135 135 154 154
P.21 |Legal Education And Policy 397 397 400 385
P.22 |Policy Formulation Coordination. 355 270 281 308
PUBLIC ADMINISTRATION AND INTERNATIONAL RELATIONS 83,796 69,767 66,752 69,840
P.1 | Manag Of State Affairs 1,082 1.500 1,432 1,667
P.2 [Human Resource Management And Development 1,645 6,347 6,112 6,386
P.] | Promoation And Safeguarding Of Kenya's interests Abroad 8,171 8,772 9,289 9.852
P.4 | District Planning And Community Development 17,385 17.803 19,072 19.311
P.5 | Coordination, Policy Formulation And Implementation Of Vision 2030 999 1,147 1,294 1882
P.6 |Ceneral Administration And Support For Planning 251 464 632 817
P.7 |Administration And Support For Finance 18,946 4.360 1.637 7
P.8 | Public Financial Management 29,671 24,18 20,616 21125
.9 [Development And Stabilization Of The Finandal Sector 1.817 151 125 129
P.10 | Promotion Of Investment, Private Enterprise And Competition 380 671 560 577
P.11 [Coordination And Supervisory Services 2,168 2,51 2,212 2,432
P.12 [Cabinet Services 698 698 870 970
P.13 | Public Sector Advisory Services 183 232 423 407
P.14 [Administration Of Human Resources In Public Service 400 393 478 558
SPECIAL PROGRAMMES 37,802 38,353 41,956 44,568
P.1 | Disaster Management. 9,605 10,490 9,561 9,867
P.2 |Children's Services 3,497 3,457 5,137 5,242
P.3 |Cender And Social Development 2,129 2,280 2514 2,667
P.4 |Policy And General Administrative Services 469 465 499 502
P.5 [Youth Development And Empowerment Services 6.612 6,802 6,938 1223
.6 |Manag And Development Of Sports And Failities 3,654 3,663 3,540 4,707
P.7 |integrated Regional Development 8,301 8.457 5,601 6,160
P.8 |Special Development Initiative For N. Kenya And Asals 3535 2,134 8,167 8,200
NATIONAL SECURITY 56,686 57.186 59,243 60,936
P.1 |Maintaining and Safeguarding National Security 56.686 57.186 59,243 60,936
TOTAL 809,767 831,755 862,855 910,807
45



14

paulel) sJaulle) JO RQUWINN =

saidojouya) ajenndoadde
uo paulel) siauleq

pajowoid

sa180jouyda) JO BqUINN

panoidu
anisuodsal 1apuad aue
1ey) sai8ojouyra) [eanynoLdy

puny ayj Buissacie suoleziuediQ

paseg Alunwwiod) JO BqWNN =

(MWN) 2wwesdoud
nynyniewy eefN Japun
panoddns sdnoi8 Ajunwiwod

JY2noq Japeo| mo| JO Jaquinn
pue s1apels Jo Jaquinn
1y2noq s101oel] JO 1BQUINN
‘1y8noq s12zop|ng Jo J2quIinN

Asauiyoew mau
yum paiddns (sNy) sadiniag
UOIIRZIUBYIAW [BININIUBY

sued Bunsaaiey 1ajem JO JAGUINN =

25N
|eanyndLge 104 papniisuod
sued Sunisaniey Jarem

‘juawdojanap
Jeanymoudy Joj Juawadeuew
. 371N0sal |elInjeU 3)geUlRSNS

paAeads s35001 JO JBQUINN  w

no

Suunsua ajym ainynoudy
anuadwor-jo Juawageuew

juawadeuey

paued aq 0] sAaAuns JO IBQUINN = sealqinQ s1sad parnpay = pue Ajiaipnpoid aseanul o pue juawdojanaq doid Zd
pajuawajdun pue padojanap Buruued slaployayels
spafoad uo juads spuny wawdopasg swweldold = 3y} 0} uoipPap ‘Juswsadeuew
puny paysigels3 pung |BIDUBUL PUB 3AlJB1SIUILLPE
3y) 8uIssaIIE SI3ULIR) JO JaqUINN wawdojaaa(g |edn) By . 2132je4)s Jo uoisinoud
ZERED) pue syiomawel) Alolejngal
oy Aauwiony ayj 0} pajiwgns pue |e83] ‘Adijod ajenndoadde

3y} 0} payiwgns s|jiq Jo J2quInN pue s||iq ojul padojanap pue y8noJy} JUBWUONAUD auny By Jo Juawadeuepy
pamaiaal sapijod Jo Jaquinn pamalnal y1omawely Adjod = 8ungeua ue ayean o pue ABajeujs ‘Ad1jod 1'd

YOULDIS ANIWLOTINIA TYHNY ANV FANLINDIEDOV

SYOLVIIANI IDNVYIWYOIY3d AN

1NdLNO IWWVYIDOUd

[ 3A11D3r80 INWYYEDOU

[ IWVN INWYIDOOUd

SHOLVDIANI 3IDNVWYO443d ANV SLNdLNO SIWWYEDOUd 4OL1D35 ‘6 XINNY




PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

P.3 | Agribusiness and Information To promote sustainable growth = Agricultural input suppliers * Number of input suppliers trained
Management in agriculture through Trained
provision of appropriate * Modern agro-processing = Number of agro-processing
support for investments and technologies developed and technologies transferred
increased rural off-farm transferred
incomes * Economically challenged * Number of farmers accessing
farmers provided with quality inputs(farm acreage below two
inputs acres)
* Recorded radio programs = Number of radio programs
produced and aired on recorded
agricultural commodities = Number of vernacular
technology, information and programmes on agriculture
marketing. produced and aired
= Number of vernacular
programmes on agriculture aired
» Agricultural Farmers = Agricultural Farmers Information
Information System established System operational
P.4 | Cooperative Development & Governance and management = Resolution of disputes in the = Number of cases arbitrated by
Management of cooperative societies co-operative movement the Cooperative Tribunal
improved Improved
» Cooperatives compliant with = Number of co-operative societies
Co-operative Societies Act complying
= Members of management = Number of committee members
committees of cooperative trained
societies trained in good
management practices
* Co-operatives compliant with = Number of saccos complying
SACCO societies Act
P.5 | Cooperative Marketing To enhance capacity building = Commodity value addition L]

for value addition and market
access in cooperatives

and market access

Improved capacity for value
addition
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

P.6 | Fisheries Development To maximize the contribution * Policy and legal framework » Policies and final Fisheries
of fisheries to the achievement developed Management Bill
of national development goals = Mariculture production = Metric tons consumption of Mari-
especially poverty reduction, cultured fish and
food security and creation of = Acreage of land under s hectares of land under
employment and wealth aquaculture production aquaculture production
*  Fish production from = Metric tons of annual
aquaculture aquaculture production
* Increased fingerlings supply to = fish fingerlings supplied to farmers
farmers
=  Ecosystem based fisheries = Number of species specific
management plans management plans implemented
= Conservation of Fisheries * Number of fisheries critical
critical habitats habitats gazetted
*  Fish safety and quality assured *  Fish Health inspection certificates
issued
P.7 | Land Policy and Planning To create a conducive = Comprehensive National land = % of National land policy

environment for land
administration and
management

policy implemented

recommendation implemented

* Land related laws harmonised

Number of land related laws
harmonised

= Improved access to land
information

% CIS based National Land
Information Management System
developed

% Kenya National Spatial Data
Infrastructure framework
developed

Number of land registers constructed

= National and international
boundary pillars secured

= Number of National /Urban

Topographical base map sheets
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

categorized countrywide

categorized

Foot-borne disease incidence
surveillance carried out

= Number of Surveillance reports
published

Mass treatment of animals for
tryponosomiasis

= Number of animals treated

Tsetse control targets deployed

= Number of targets deployed

Quality breeding animals for
farmers produced

= Number of quality animals bred
* Return on investment (A.l.A)

Farmers groups supported to
provide/ access Artificial
Insemination Services.

* Number of farmers accessing A.l.

Veterinary laboratory
investigation and diagnostic
samples analyzed

= Number of samples analyzed

Establishing of Milk Cooling
Facilities and Milk Value
addition centers along the milk
corridors

= Number of Milk Coolers
= Liters of milk cooled

TRADE, TOURISM AND INDUSTRY SECTOR

P.1

Trade Development and
Investment

To facilitate globally
competitive trade and
investment

Earnings from domestic and
international trade

*  Value of export earnings from
COMESA from KShs 112,893M in
~ 2009 to 140,000M in 2011

= Value of export earnings from KShs
90,459M in 2009 to 110,000 M in
2011 from EAC

= Value of export earnings to the EU
from KShs 90,802 million in 2009
to 100,800 million in 2011

= Value of export earnings through the
AGOA framework from KShs 18,890
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

million in 2009 to 25,870 million in
201

= Contribution of wholesale &
retail trade earnings to GDP

33% increase in contribution of
wholesale & retail trade to GDP

» Value of investments in Export
Processing Zones

Value of investments in EPZs from
Kshs.21,366 M in 2009 to 22,377
in 2011

p.2 Co-ordination of East African To coordinate and monitor the =  Number of jobs created in » Number of Jobs created in EPZs
Community Matters implementation of EAC Summit EPZs from 30,623M in 2009 to
and Council decisions on all 34,227M in 2011
programmes * Increased Trade and Cross = Percentage increase in trade
Border Investment volume.
Opportunities within the EAC. * Percentage increase in foreign
investments
= foundation for the EAC = EAC Political Federation fast
P.3 National Heritage and Culture | To harness, preserve and Monetary Union and Political tracked
Tourism Development and promote Kenya's cultural and Federation = 17 meetings held by the High Level
P.4 | Marketing national heritage

To provide appropriate
information materials

Facilitate Tourism development
and promotion

Taskforce on Monetary Union for
harmonization of exchange rates,
fiscal and monetary policies, and
eventual establishment of one EAC
Central Bank

= Heritage sites and museums
developed

Developed Heroes corner at Uhuru
Gardens by June 2012

A developed Mausoleum of Koitalel
Arap Samoei in Nandi

Heritage sites, museums and
monuments rehabilitated in
Shimoni, Kitale Lamu and
Machakos

Stabilized Vasco Da Gama pillar in
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

Malindi by June 2012
2 museums developed in Garissa
and Narok

Developed and mounted

Exhibitions in Kisumu Museum,
Maralal, Nairobi National Museum
and Kabarnet Museum

= Enhanced cultural/ creative
industries.

An established International Centre
for Arts and Culture
17 Cultural centres developed across
the country
200 youths trained on music and
dance annually.
33 cultural exchange programmes
coordinated

600 cultural practitioners

registered and the Cultural databank
updated

»= Coordination and Regulation
of the NGOs Sector

NGOs Coordination Act 1990
reviewed
Code of conduct for NGOs
reviewed

Audit guidelines for NGOs

developed

= Records preserved

Archival materials acquired from
390 public offices
7.5 million Pages of documents
digitized.
Documents microfilmed.

3000 documents restored

= Public library services

= A comprehensive database on
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

communication

P9

Housing Development and
Human Settlement

To facilitate access to decent
and affordable housing and
improved living conditions in
informal settlements in urban
areas, improved quality shelter
in rural areas and efficient and
effective managed government
estates/plots

No. of constituency
Appropriate Building
Technologies (ABTs) Centres
established

30 constituency ABTs Centres
established

No. of housing units and social
infrastructure facilities designed
and constructed

Design and construct 400 housing
units, one primary school, one
nursery school, one social hall, one
market centre and one health
centre in Mavoko, Athi River

No. of housing units developed
under Civil Servants Housing
Scheme

2,000 housing units developed/
purchased under Civil Servants
Housing Scheme

No. of government housing
units refurbished

7,500 government housing units
refurbished

P.10

National Electrification
Programme

Increase Access to Electricity

Kilometres of power
transmission lines constructed,
rehabilitated and energized

2,391 Kms of power transmission
lines constructed, rehabilitation
and energized

New customers connected with
electricity

300,000 additional customers
connected

Rural public institutions
connected with electricity

1000 public institutions connected
with electricity

Public institutions installed with
solar electricity generators (PVs)
in ASAL areas.

180 PVs installed

Wind power station
constructed at Ngong hills

55MW of wind power plant
constructed at Ngong hills

MW of Emergency power
procured

120MW of Emergency power
electricity

Geothermal power generated
by 2014

280 MW generated at Olkaria 1&
Vv
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

P.I1 | Renewable Energy Resources Development of Renewable = Acreage of trees planted = 320 Ha of trees planted
Programme Sources of Energy = New energy centres established * 2 new Energy centers established
= Households/institutions with * 3200 improved cook
improved cook stoves / stoves/charcoal kilns
charcoal kilns
= \Wind masts and data loggers = 20 wind masts and data loggers;
installed, Updated Wind = Updated Wind Resource Atlas
Resource Atlas
= Biogas digester installed = 1 Biogas digester installed
= Public buildings efficiently = 3 Public buildings efficiently lighted
lighted (Nyayo House, Harambee House
and Treasury Building)
P.12 | Petroleum Exploration and Security of Fossil Fuel Resources | = Seismic Survey of unlicensed = Seismic Surveys report
Distribution Programme Blocks carried out
= (yravity Survey of unlicensed = Gravity Surveys report
Blocks conducted
= National Petroleum Data Centre | = National Petroleum Data Centre
established established
*  Accessibility of branded LPG in = Standardized values fitted in all
the market LPG cylinders
P.13 | Centralized Support Efficient delivery of services = Administrative services offered = Efficient administration in the
Programme Energy sub - sector
= Planning services offered = Efficient planning in the Energy
sub - sector
= Financial services offered = Efficient financial management in
the Energy Sub - Sector
P.14 | Local Authority management To Improve Infrastructure and = Bus parks constructed = Ten (10)bus parks constructed

and development

Management in Local
Authorities

Urban Databases of
Geographical Information

Urban databases of GIS / LIS
developed and implemented in
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

Systems (GIS/LIS) developed
and implemented.

LAs

= Disaster response centres

constructed

¢ Fire and disaster response centres
constructed in four counties

= Kilometres of drainage cleaned,

trees planted, culverts
constructed and area of bush
cleared

o Kazi Kwa Vijana (KKV) / Kenya
Youth Empowerment Project in
39 counties carried out

= Kilometres of storm water

drainage constructed.

e Forty (40)Kilometres of storm
water drainage constructed

= Kilometres of urban roads
constructed.

¢ 102 Kilometres of urban roads
constructed

= Schools constructed and
upgraded

e Nine (9) Schools in Nairobi and
Mombasa constructed and
upgraded

= \WWholesale l{ubs constructed

e Thirteen (13) wholesale Hubs
constructed -

= Wholesale markets constructed

o Twelve (12) Wholesale Markets
constructed

= Modern Markets developed

e  Twenty three (23) Retail Markets
constructed

= Livestock Markets Developed

e 210 Livestock Markets developed

= Modern Kiosks constructed.

¢ 2,000 Modern Kiosks Constructed
in 10 Major towns

= Number of Ex street children
rehabilitated

e 2000 Ex Street Rehabilitated

* Model street family facility
purchased

e Model Street Families
Rehabilitation Facility in Nyeri
(CYEC) — Nyeri Children and
Youth Empowerment Centre
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

purchased

= Local Authority Integrated

Financial Operation
Management Systems

Local Authority Integrated
Financial Operation Management
Systems (LAIFOMS) installed in 92
LAs

P.15 | Metropolitan Infrastructure To enhance infrastructure *  Kilometres of roads 50 Km of strategic roads
and Services connectivity and accessibility, constructed, and rehabilitated constructed, and rehabilitated
safety and security that = Urban Transport Information Metro urban Transport
facilitates within the | System Information System developed
metropolitan area. = Signalized junctions 50 Signalized junctions in Nairobi
Metropolitan Region
=  Bus Rapid Transit developed 1 Bus Rapid Transit developed
and operational
*  100-200 m? capacity water 20 Water tanks constructed in the
| tanks constructed Metro Region o
» Boreholes sunk within the four = Construction of 120 boreholes in
Metro counties water deficit counties
= Safety and Security Install 67 No. high mast Metro
Wide security lighting
Install 30,000 No. CCTV for
integrated urban surveillance
system
PUBLIC ADMINISTRATION & FOREIGN RELATIONS
P.1 | Management of State Affairs Improved service delivery to = Well planned and organized = Number of State functions held.

the public

state functions, banquets and
parties.

Provision of Quality services to
all the State House clients/
visitors.

* High level quality of Services
offered,

Improved Security and safety
within State House, State

= Number of security surveillance
systems installed within State
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

Lodges.

Houses and Lodges

Improved working
environment through the
refurbishment and the
renovations done.

Number of buildings refurbished
and lawns maintained.

P.2

Human Resource Management
and Development

Efficient Public Service delivery

Reviewed and harmonized
remuneration structure in the
public service.

= Re-aligned remuneration
structure.

* Updated salary negotiation
guidelines.

Developed Bi annual
competency reports.

= No. of Analytical reports.

Feedback to MDAs on their
progress in competency
development.

= No. of reports analyzed and feed
back reports given.

Job Evaluation reports for the
Public Service.

= No. and type of reports.

P.3

Promotion and protection of
Kenya's National Interests
Abroad

Prosperity and improved image
globally

New Missions/ Consulates
opened

=  No.-of new Missions/Consulates
opened

Joint Commissions for Co-
operation (JCC) launched

= No. of Joint Commissions of Co-
operation (JCC) launched.
= No. of JCC's Convened

Joint Social, economic and
cultural programmes
undertaken

= No. of MOUs signed
* No. of joint programmes
undertaken

Investment and development

assistance agreements or other
arrangements facilitated with

interested partners

= Number of agreements or other
arrangements facilitated

Placement of Kenyans in key
positions in major
international organizations

= No. of Kenyan candidatures
lobbied for

* No. of positions secured for
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OQUTPUT

KEY PERFORMANCE INDICATORS

Kenyans

Mainstreamed Diaspora into
national development

Draft Diaspora policy in place

Interconnection between
Missions and Headquarters

Number of Missions connected
with the Headquarter

CRMS in place and implemented

P.4 | District Planning and Improved living conditions for » Constituency Resource .
Community Development Kenya's rural population Management Strategy
developed (CRMS)
= District Data base developed = Progress report on 107 DIDCs
supported under (CEISP)
= Revolving Loan Scheme in the * No of people accessing the loan
pilot districts fund
= Mainstreamed MDG national = MDG compliant District
planning Development Plans and policies
= Enhanced social welfare = level. of social welfare as
measured by diverse indices
= Pro-poor projects under
implementation
P.5 | Coordination of Policy Economic growth better = T21 macroeconomic model *  Treasury 21 model in place
formulation and Vision 2030 Quality of Life for Kenyans developed
= Enhanced skills on policy = No of staff trained
research, modeling & =  Type of skills imparted
forecasting and negotiation
* Enhanced regional and = level of cooperation with
international economic regional and international

corporation

organizations

Knowledge Management
Kenya Chapter established

KMA Kenya Chapter in place

Improved access to skilled
maternity services among
poor mothers

Level of poor mothers accessing
skilled maternity services in 3
rural districts and 2 slums of
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

Financial management
information systems integrated

Percentage reduction in staff
hours per transaction completed

Accounting risks mitigated

Percentage reduction in audit
queries

Pensions, death gratuities and
other benefits processed and
paid to retirees or their
dependants

Time taken to process and pay
pension and death gratuities
payments

Awareness created on public
procurement procedures

Reduction in number of
procurement disputes reported

Clearing and forwarding

services provided to both
government and private

entities

Time taken to clear and forward
consignments

P.7 | Development and Stabilization | A stable interest rate, low Local, regional and = Interest and inflation rates held
of the Financial Sector inflation and efficient financial international fiscal and below threshold
institutions monetary agreements
developed, domesticated and
monitored
P.8 | Promotion of Investment, Rapid industrialization in a Investments attracted and = Number of new investment
Private Enterprise and competitive business retained in accordance with ventures established
Competition environment competition principles and
laws
P.9 | General Administration and Increased efficiency and Administrative services = Increase in customer satisfaction
Support Services effectiveness in service delivery provided to all departments as measured by successive
customer satisfaction surveys
P.10 | Cabinet Services Efficient and harmonious New Government structures = Y% improvement in service

operations of the Government

Created
Government policies passed

delivery

Improved understanding of
Government policy among

Improved governance in Kenya
Increased awareness of




PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

the public

Government policies

=  Presidential honours and
awards investiture

= Improved patriotism and
inspiration

P.11 | Public Sector Advisory Services | Improved performance and |= Timely, accurate and evidence % GDP growth
management of State based advice on social and Macroeconomic stability
Corporations, economic matters
Increased compliance to State Enhanced compliance to State
Corporations Act and other laws Corporations Act
Improved management Reduced dependence on Treasury
Increased  return  on  public
investment
Increased bilateral trade % increase in Kenyan exports to
Comprehensive Peace Agreement Sudan
Reports % expansion of Kenyan share of
‘ the Sudan market.
P.12 | Coordination and Supervisory | Well Coordinated and Public  Private Sector Stakeholder PPS Policy in place

Services

Functional Government

Partnership (PSSP) policy

Kenyan unemployed youth engaged
in productive activities

KKV/KYEP action plan
Number of youths employed

Political and parliamentary matters
addressed

Number of parliamentary briefs
Number of Sub-Cabinet
Committee meetings held

Rapid Results Initiatives
(RRI's) launched in MDAs

Number of MDA’s brought on
board on RRI's

Performance contracts of MDA’s

Number of MDAs put on
performance contract

Quarterly and annual performance
contract reports

MDA’s 15O certification

Number of MDA’s ISO certified

Enhanced transparency and

Reduced cases of public funds
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROCGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

accountability in state corporations

misappropriation in State
Corporations

Restitution of state corporations’
lost funds

e Number of restitution verdicts
passed on liable state corporations

Systern audits in public institutions

¢ Number of system audits carried

out
Value for money audits e Number of value for money audits
carried out
P.13 | Administration of Human Enhanced human resource | Increase level of awareness on = Level of compliance with Public
Resources in the Public Service | capacity for efficient and | wealth declaration Officer Ethics Act o
effective Advertised vacancies and » Reduce recruitment and
public service delivery promotions disposed off promotion time
Discipline cases disposed = Number and gender of staff
Communication of Commission recruited
decisions = Number of discipline cases
handled
= Time taken to convey Commission
decisions
e Commission Administered Duration of processing Commission
examinations and subsequent administered exams
results.
e Timely availability of resources | ¢ Level of customer satisfaction
to departments
RESEARCH, INNOVATION AND TECHONOLOGY
P Policy, legal and institutional To formulate, implement and = Bills drafted for enactment on = No. of bills drafted on STl
framework review appropriate policies, HESTI Coordination/ICT and Coordination/ICT and Media
legal and institutional Media policy and regulations policy and regulations
frameworks * Regulated network bottlenecks
in ICT Sector
P.2 Information and To promote knowledge based » Applications, books, reports = Number of copies of Inside Kenya

Communication services

society and economy

publications and other

Today published
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

documentaries

= Provision of National
Information & Broadcasting
Services

* Promotion of local content

= Number of documentaries and
films shot in Kenya

* Broadband with support capacity

= Number of products

=  Number /copies of Kenya Year
Book produced/disseminated

P.3

Research and Innovations

To develop and promote
research, innovation and
technology development for
high value products and
services.

Technologies and innovations
developed

Percentage increase in the number
of technologies and innovation
developed’

P.4

ICT infrastructure development

To ensure the availability of
accessible, efficient, reliable and
affordable ICT Enabled Services
in Kenya

» Coordinated ICT Infrastructure
development through PPP

Percentage of completion of
BPO/ICT Park

Percentage migration from
Analogue to Digital TV Services
Kilometers of fiber optic cable laid
under NOFBI (Phase 11)

Number of digital villages created
under KTCIP

Number of Rural Information
Resource Centre established
Percentage connectivity of MOIC
field stations (LANs & WANs)
Number of Government Tele-
Presence established

Percentage of PSTN lines
converted to IP platform

P.5

University and Tertiary
Education

To develop and strengthen
human resources and training
capacities

* Skilled manpower
= Accredited institutions of
higher learning

Percentage increase in enrolment
in higher learning institutions.
= Percentage growth in the
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME QUTPUT

KEY PERFORMANCE INDICATORS

completion rate.
=  Number of accredited institution
of higher learning.

P.6 | Data Management To develop an integrated, = Secure and reliable national = 9% of completion of IPRS project
secure and reliable National data base = 9% of completion of National
Database and strengthen = National statistical reports Data Centre & Disaster Recovery
systems Centre
= capacity of data stored
= Number of statistical reports
published
GOVERNANCE, JUSTICE, LAW & ORDER
P Security Services To provide protection to both | Enhanced crime detection and Number of surveillance cameras/streets

life and property. security
reforms, detection and
prevention of crime and
community policing.

prevention

installed /covered

Strengthened patrols to deter crime

Number of offences re;grted and
detected

Criminal cases investigated

Support to judicial process resulting in 1
successful prosecution

Number of cases solved

Community satisfaction with police
services

Countries crime index developed

Trend in crime levels in the country

Improved collaboration in
community policing amongst
different actors in security related
services

Number of community policing units
operational

Provision of adequately skilled
police officers in an equitably
distributed manner

Number of additional uniformed
officers recruited and deployed.

Improved physical infrastructure
and equipment

Number of modernized physical
infrastructure and equipment

Motivated police force

Number of police reforms completed

Monitoring and evaluation system

Timeliness in Project implementation
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

P.2

Administration and Field
services

To improve access of service to
Kenyan citizens

Enhanced awareness of
Government policies in the field

Number of public barazas held

Strengthened Peace building and
conflict management

Number of District Peace Committees
established and functional

Country’s peace index

Peaceful coexistence among Kenyans

Strengthened disaster response and
coordination.

Number of disaster preparedness and
response committees

P3

National Campaign Against
Drug Abuse (NACADA)

To provide leadership for an
all-inclusive, innovative
collaboration in the
coordinated prevention,
control and mitigation of drug
and Substance abuse

= Suppressed alcohol and drug
supply chain

= Annual reports on status of
alcohol and drug s supply chain

= Reduced demand of drug and
substances in Kenya

= Annual reports on status of drug
and substance demand in Kenya

=  Drug addicts rehabilitated ,
treated and counseled

= Number of drug addicts
facilitated for rehabilitation ,
treatment and counseling

= 100% enforcement of
Alcoholic and Drinks control
Act 2010

= Status report on enforcement of
alcoholic and drinks control act
2010

P.4

Government Printing Services

To improve quality and
printing services

* Improved efficiency and
effectiveness in printing
government documents

*  Reduced throughput time

= Improved Security of
government documents

*  Number of surveillance
equipment installed.

= Increased capacity of
government press

= Number of printing orders placed

P:5

Policy, Management and
Support Services to the Office
of the Vice Presidency

To provide policy direction
and leadership in government
business as Principal Assistant to
the Head of State.

= Fulfillment of delegated tasks
by the President at National,
Regional and International
levels.

= Number of delegated tasks by the
President at National, Regional
and International levels fulfilled.

= Revised Lottery Bill to
incorporate the establishment
of National lottery

= Revised Lottery Bill to
incorporate the establishment of
National lottery Commission
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

Commission prepared.

revised

Three Draft Policies on
Correction service, Gaming
and after care prepared.

=  Number of Draft Policies
developed on Correction service,
Gaming and After care and
submitted to Cabinet and
Parliament

P.6 | Correctional Services To contain and rehabilitate = Offenders resettled and »  Number of offenders resettled
offenders reintegrated back to the and reintegrated back to the
community community
» No. of formally trained and » 3,400 formally trained and 3,000
vocationally trained inmates vocationally trained inmates on
agricultural production and
afforestation
= 24 Complete Prisoners * No. of complete Prisoners
accommodation wards accommodation wards n
= Needy school going = 150 needy school going
probationers supported with probationers supported with
formal education formal education
= No. of probationers = 150 probationers empowered
empowered with tools and with tools and other programs
other programs
P.7 Betting and Lottery Services To ensure a well regulated Betting, Lotteries and Gaming = No. of Betting, Lotteries and

gaming industry

activities supervised

Caming activities supervised

Public lotteries and prize
competition draws presided

= No. of public lotteries and prize
competition draws presided

Cases of illegal gambling
eliminated

= No. of identified cases of illegal
gambling eliminated

Database for permit and
license holders developed

= Database for all permit and
license holders developed

Betting Lotteries and Gaming
Act to be reviewed

= Betting Lotteries and Gaming Act
reviewed
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

Monitoring and Evaluation Reports

Number of Monitoring and Evaluation
Reports

P.11 | Legal, Ethics and Constitutional | To provide a new Bills to be legislated in respect of Number of bills legislated.
Reform Programme constitutional order, foster the 5™ schedule in the New

national Cohesion and Constitution -

reconciliation, and enhance Legal awareness for civic ¢ Number of Open days held

access to justice to all. empowerment of the public to be
created
Pool of Pro-bono lawyers and * No. of pool of trained paralegals
paralegal trainers to be trained.
Use of Alternative Dispute e No. of trained Trainers on ADR
Resolution (ADR) to be promoted.
Computerized Complaint handling | Complaint Management Information
System to be installed System
National cohesion and integration | 5 forums conducted to provide
fostered platforms for sustained sensitization

campaign among the Kenyan youth
policies and programmes that | 5 forums held to re-evaluate and
promote national cohesion and | emphasis policies and programmes
integration in education sector | that promote national cohesion and
reevaluate and emphasized _integration in education sector
Policy on National values | Reports on the preparation of Policy
developed on National values
Policy on National Cohesion and | Reports on the development of Policy
integration developed on National Cohesion and integration
produced
Kenyans sensitized on the No. of sensitizations national values
importance of national values in conducted
national development
P.12 | Governance, Justice, Law and To provide policy framework Implementation of 1SO 9001:2008 | I1SO implementation reports

Order Sector Reforms

and proper coordination of the

procedures




PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

Governance, Justice, Law and
order Sector Reforms

GCJLOS sector-wide Administrative,
policy law and regulations survey
report implemented

Progress GJLOS sector-wide
Administrative, policy law and
regulations for the GJLOS sector

Medium-Term  Reform  Strategy
(GJLOS Phase I1) implemented

Progress reports on the
implementation of CGJLOS phase Il
Medium-Term Strategy

P.13

Human Rights Programme

To enhance the promotion and
protection of Human rights in
the country.

National action plan and Policy on
human rights finalized and aligned
to the new constitution

Reports on alignment of National
action plan and Policy on human rights
to the new constitution prepared

Establish Effective and Sustainable
System for Reporting on All
International Human Rights
Obligations

No. of country reports under the
various Human Rights instruments
prepared

Annual assessments on the state of
Human Rights in Kenya prepared.

Assessment reports on the state of
Human Rights in Kenya issued
prepared

National Action Plan (NAP) on HR
developed and implemented

Progress reports on the development
and implementation of the NAP

Monitoring of government’s
compliance with international
human rights obligations to be
facilitated.

No. of reports on government's
compliance with international human
rights obligations prepared

Public Education and Training on
human rights

No. of institutions/individuals trained

Economic Social and Cultural Rights
infused in policy and legislation

Report on infusion of Economic Social
and Cultural Rights infused in policy
and legislation

Economic Social and Cultural Rights
implemented

Report on the implementation of
Economic Social and Cultural Rights

P.14

Legal Education programme

To provide quality legal
education in Kenya

Legal education legislation
implemented

Progress report on the implementation
of legislative framework for legal
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

education

Legal research projects

No. of policy research on legal
education conducted and reports
produced

Continuing professional
development (CPD) programmes
for lawyers

No. of curricula and specialized legal
courses implemented

Clinical approaches to training
advocates

No. of legal clinics and moot courts
conducted

Enhanced pupilage supervision

No. of students supervised

Enhanced learning process through
ICT application in lecture delivery
methods

% of ICT used in lecture delivery
methods

Legal research projects

No. of policy research on legal
education conducted and reports
produced

P.15

Legal Services to Government
and Public

Provide legal services to
Government and public

Domestication of treaties and
agreements

No. of international treaties
domesticated

No. of International conventions,
treaties and agreements being
complied with

Legal opinions

No. of legal opinions

Matters handled or concluded
Cases attended

No. of cases handled/concluded

Cases filed on behalf of government

No. of cases filed

Revenue earned/saved

Amount of revenue earned/saved

Ruling/judgments delivered

No. of matters conclude

Arbitration/mediations
conducted/attended

No. of arbitrations
conducted/attended

Alternate Dispute Resolution (ADR)
mechanism

-No. of complaints settled in-house
-No. of Disciplinary committee
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

meetings

Prosecuted complaints before the
Disciplinary Committee

No. of complaints prosecuted

No. of charges drafted and referred to
the Disciplinary Committee

Finalized summary cases

No. of summary certificates

Finalized normal estates

No. of finalized normal estates

Trust accounts annual report

Published Trusts accounts annual
report

No. of registration certificates in
respect of companies, business
names, societies, adoptions,
marriages

No. of certificates issued

Number of entities wound up

No. of files closed

Inspection reports in respect to hire
purchase companies

No. of Hire purchase companies
inspected

Bills and subsidiary legislations

No. of Bills done

Gazette Notices

No. of Gazette Notices and subsidiary
legislations done

P.16

Judicial services

Promote Law And Order and
Justice

Policies formulated

Number of policies formulated

Supreme court services to be
provided

Number of petitions concluded.

Number of constitutional rulings

Appeal services provided

Number of appeals finalized

High court services provided

Number of civil and criminal cases
concluded

Resolved minor civil disputes, fined

-Number of cases concluded
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

traffic and petty criminal offences

-Number of backlog cases cleared.
-Number of offenders committed to
communal services.

P.17 | Public Prosecution Services Enhanced rule of law, _ 100% Court attendance by Counsel | No. of cases prosecuted
democracy and Human rights No. of reports
and more effective Legal opinion reports No of cases where legal opinion given
administration of justice Matters handled or concluded No. of cases handled/concluded
Cases attended
P.18 | Legislation and Oversight Legislation and Good o Llaws Laws enacted.
Governance e« Motions

e PAC & PIC Reports

Oversight reports produced

Good Governance environment

No. of policy documents adopted

Budgets approved

Enactment of the Financial tools

P.19 | Audit Services To provide the assurance that =  Audit Reports for Central = 50 Audit reports to be issued
national resources are being Government, Local (Central Government, local
optimally utilized and managed Government, State Corporation Government, State Corporatioti)
for the public good. Audit

» 179 Audit reports to be issued- | = No. of Audit Reports- Central
(Central Government, Local Government, Local Government,
Government, State State Corporation Audit
Corporation)
P.20 | Management of Electoral To deliver free, fair and By-Elections conducted Number of by-elections conducted
Process in Kenya credible elections Voters sensitized on electoral Increased voter awareness by 30%
process Number of partnerships established
Partners identified
To register eligible voters Status of voters register
Electronic collation, transmission Electronic collation, transmission and
and tallying of electoral data tallying of electoral data developed
developed
P.21 | Registration, Regulating and To promote genuinely Registration certificates issued. Number of political parties registered
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

Funding of Political Parties

competitive and issue-based
political parties.

47 Political Parties to be Funded.

Number of Political Parties funded

P.22 | Anti-Corruption To investigate cases of Number of corruption and 173 Corruption and economic crimes
corruption and economic economic crimes cases investigated | cases to be investigated
crime, restitute corruptly Number of corruptly acquired assets | 25 Corruptly acquired assets valued at
acquired assets, and educate recovered. KShs 1.5 billion to be recovered and/or
public on corruption restituted
prevention. Number of Kenyans sensitized, 8 million Kenyans to be sensitized,
trained, educated and or enlisted to | trained, educated and or enlisted to
combat corruption combat corruption
Number of Broad based 5 broad based Examinations targeting
Examinations targeting various various sectors/institutions/
sectors/institutions/ Departments Departments carried out to seal
carried out to seal corruption corruption loopholes
loopholes
Number of Institutions advised and | 500 Institution to be advised and
assisted on ways to eliminate assisted on ways to eliminate corrupt
corrupt practices practices
Number of Disruptive interventions | 10 Disruptive interventions on
on corruption networks corruption networks to be
accomplished accomplished
HUMAN RESOURCE DEVELOPMENT
P.1 Education Policy Planning and | Improve coordination of = (lear implementation =  Revised policy guidelines and
Administration education policy formulation guidelines and programming programmes
and implementation
P2 Basic Education To expand access to basic = |ncrease enrolment and = Cross enrolment rate

quality education for all
children aged 4-13 years and
ensure their retention to the
last grade

completion levels

=  Completion rate

77



Development, Utilization and
Productivity Management

development, employment
creation and enterprise
competitiveness

Kenyans

PROGRAMME NAME PROCGRAMME OBJECTIVE PROGRAMME OUTPUT KEY PERFORMANCE INDICATORS
P.3 Adult and Continuing Improve and expand ACE so as = More facilities providing ACE = Reduction in illiteracy levels
Education to benefit out of school youth
acquire lifelong education
P.4 | Secondary and Tertiary Promote transition from = Well equipped secondary = Increased transition by pupils
Education primary education and reduce schools with adequate from primary to secondary level
wastage teaching capacity education
P.5 Quality Assurance and Improve quality of education = Revision of curriculum and = Relevant and updated curricula
Standards offered to pupils at primary learning materials
and secondary schools
P.6 | Curative Health Services To improve the health status of » -Improved hospitals = Mortality rates
the individual, family and infrastructure = Customer satisfaction
community by ensuring = -Strengthened Human =« Life expectancy
acceptable and affordable Resource
) B curative health care services.
P.7 Preventive And Promotive To increase access to quality = -lmproved hospitals = Mortality rates
Health Care Services and effective Promotive and infrastructure = Customer satisfaction
preventive health care services = -Strengthened Human =  Life expectancy
in the country Resource
P.8 Promotion of Best Labour To promote industrial peace = labour disputes resolved = Number of labour disputes
Practices and harmony and enhance resolved
safety and health of workers =  Safe work environment =  Number of trade disputes
arbitrated and awarded
= Number of hazardous plants and
equipment examined
= Number of people trained on
occupational safety and health
P.9 | Manpower Planning, To promote manpower » Decent employment for = National Skills Inventory

= Number of individuals trained in
industrial skills

= Number of Micro and Small
Enterprise worksites developed
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

to the needy people

under relief food support.

Resettlement of IDPs

= Number of IDPs resettled

Increased participatory
integrated community
development training
Increased check dams to
regulate river flow

= Number of communities trained

= No of check dams completed

Increased public awareness to
handle disasters

=  Number of people aware and
able to manage disasters

P.3 | Gender and Social To empower and provide = Developed Plan of Action for | = Number of households of elderly
Development welfare services to the Older Persons and the Ageing persons provided with support
vulnerable members of society = Trained leaders for community | = Number of Group Leaders trained
groups
* Increased support to People = Amount of funds disbursed to
With Disabilities (P\WDs) disabled persons organizations,
individual PWDs, and
procurement of assistive devices
for PWDs
* Developed gender = Reviewed National Policy on
mainstreaming coordination Gender & Development 2000
strategy
P.4 | Children's Services To safeguard the rights and * Developed Children policy =  Children policy drafted and
welfare of all children in Kenya submitted to relevant bodies for
in order to promote child action
development * Developed national children | = Number of children beneficiaries
database on the database
* Increased support and care to = Number of beneficiary
Orphans and Vulnerable households.
Children
P.5 | Youth Development and To equip youth with relevant * Youth trained and sensitized in = 37,000 recruits trained in
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

Empowerment Services

skills, knowledge and right
attitudes for the labour market
and be productive citizens

relevant skills

paramilitary skills

= 900 Skilled youth in engineering
(Diploma)

= 1250 Skilled youth in
engineering (Craft)

= 1200 Skilled youth in Business
Management (Dip/Cert)

= 1200 Skilled youth in Agric
(Dip/Cert) & Plant Engineering

* 1000 Skilled youth in Catering
(Dip/Cert

= 4,000 Skilled Manpower in
artisan trades

= 74,926 youth trained and
mentored on leadership

= 48,000 youth sensitized on career
choices

= 48 914 youth sensitized on Health
issues,

= 66,000 Youth sensitized on
environmental issues

= 48 914 Youth sensitized on
Crime, Drugs and Substance
abuse.

* 48,914 Youth sensitized on
gender issues.

= 81,300 youth trained in
entrepreneurship skills

Rehabilitated Orphaned Youths

= 11,500 disadvantaged and
orphaned youths rehabilitated

Improvement of facilities in

= 80 Barracks for servicemen/
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PROGRAMME NAME

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

KEY PERFORMANCE INDICATORS

Youth Training Institutions

women Constructed

120 Category E officers’ houses
constructed

Refurbishment of administration
block at NY$

6 Kitchens and recreational halls
and double span kitchen
constructed

150 Youth Polytechnics (YPs)
rehabilitated and 313 equipped

= Youth enterprises financed

91,000 youth enterprises
financed

P.6

Management and
Development of Sports and
Sport Facilities

To provide an enabling
environment for sports
development

= Youths identified and trained
in sports skills

54,000 youths identified and
trained in sports skills

= No. of national sports
championships organized

153 national sports
championships organized.

*  No. of community sports
grounds developed/
rehabilitated

75 community sports grounds
developed/rehabilitated

P.7

Development  of
Northern  Kenya
and Other Arid
Lands

To improve the enabling
environment for growth and
development of communities
living in arid areas

= lrrigation schemes established
/rehabilitated

20 irrigation schemes established

= Communities restocked with
livestock

8 Communities restocked with
3,200 animals

= Increased access to water and
education, and improved
sanitation

= 110 boreholes drilled and

equipped

= 21 dams and pans excavated &
de-silted
1 sewerage & ftreatment plant
completed

180 classrooms
constructed/rehabilitated

&3
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PROGRAMME NAME

l

PROGRAMME OBJECTIVE

PROGRAMME OUTPUT

i

KEY PERFORMANCE INDICATORS

NATIONAL SECURITY

P.1

Maintaining and Safeguarding
National Security

To prevent, deter and defend
the Nation against internal and
external threats

Secure national boundaries

Improved investor confidence,

Actionable intelligence.

Protected citizenry.

Improve security and
accessibility of remote, hostile
and harsh areas by
construction of road.

Recovery/collection of illegal fire
arms and ammunitions.

»  Restoration of law and order
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IV. INTERGOVERNMETAL FISCAL
RELATIONS AND DIVISION OF
REVENUE

Introduction

106. The Constitution lays the foundation for a decentralized system of
governance by providing for two levels of government, namely national and
county governments, which are distinct and inter-dependent and which shall
conduct their mutual relations on the basis of consultation and cooperation. In
addition, the Constitution provides that government at either level shall perform
its functions, and exercise its powers, in a manner that respects the functional and
institutional integrity of government at the other level, and respects the
constitutional status and institutions of government at the other level.

107.  The Constitution has assigned functions and tax collection powers to both
levels of government. In addition, the Constitution has provided for mechanisms
for equitable sharing of revenue raised nationally, as well as other
intergovernmental transfers. The functions are either exclusive to each level of
governments, shared or are residually assigned to the national government. The
Constitution stipulates that all revenue raised nationally shall be shared equitably
among the two levels of governments and among county governments to enable
them provide services and perform the functions assigned to them under the
Fourth Schedule of the Constitution. In addition to their equitable share, county
governments also receive conditional or unconditional grants from the national
government.

108. The Constitution also has some important features pertinent to
intergovernmental fiscal relations. This is underpinned by a commitment to basic
human rights, set out in the Bill of Rights in Chapter 4, and to co-operative
governance, spelled out in Chapter 2. The Bill of Rights sets the tone for the
emphasis on the delivery of basic services to all Kenyans, which impacts on the
budgets of the two levels of government. Specifically, Article 43 of the
Constitution requires the Government to progressively provide for a minimum
basic standard of economic and social rights (i.e., better health care services,
education, clean and safe water, housing, and social security) to its citizens within
available resources. The commitment to co-operative governance is expected to
create platform in which the intergovernmental system will develop and respond
to emerging needs. In particular, it is expected that the vertical sharing of
resources will involve a more interconnected approach that will encourage
consensus rather than conflict between the two levels of governments.
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The intergovernmental budget process

Legal basis

109.  Under the Public Finance Management (PFM) Act, 2012, each level of
government should be able to plan, formulate, execute and report on their
budgets. Towards this end, the national government will build capacity to ensure
that proper financial management is in place in all the counties. This together
with sound foundations for intergovernmental relations should ensure a smooth
transition and uninterrupted provision of social services.

110.  The PFM Act has formalised an intergovernmental budget process. In
terms of the Act, the Commission on Revenue Allocation (CRA) recommends a
division of revenue six months before the new financial year. This is submitted to
the Parliament, county assemblies as well as national and county executives. The
Cabinet Secretary responsible for Finance then notifies Intergovernmental Budget
and Economic Council (IBEC) and the CRA before proposing a division of
revenue for consideration by Cabinet and then Parliament.

111.  This intergovernmental budget process is now fully operational following
coming on board of the county governments. Thus, the 2013/14 MTEF budget
will be prepared in line with this process but with some modifications occasioned
by the delays with the just concluded general elections held in March 2013the
bring on board the necessary budget processes given the already created
institutional arrangements.

Transfer of Functions

112.  The Transition Authority (TA) has been created under the Transition to
Devolved Government (TDG) Act, 2012, to facilitate the analysis and the phased
transfer of the functions provided under the Fourth Schedule. In addition, it will
determine the resources required for each of the functions. It is expected that the
TA will build on the current expenditure patterns based on the costing of the
devolved functions to provide a framework of transfer of functions to county
governments.

113.  The TDG Act provides for a phased approach of transfers of functions
with the national government stands continuing to perform the functions that
have been assigned to the counties until such a time, not exceeding three years,
when the county governments are able to take over their functions based on
objective criteria established in line with Article 262 (15) of the Constitution. The
procedure and criteria for the phased transfer of functions, which will be carried
out by the Transition Authority are spelled out in Sections 23 and 24 of the
Transition to Devolved Government Act, 2012.

114, The TA has gazetted all the functions of the previous local authorities to
be performed by the County Governments. It has also gazetted all the county
functions under the Fourth Schedule to be performed by county government
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starting July 1, 2013. It is expected that this will not result in disruption of service
delivery to counties.

115. Nevertheless, the national government will continue to provide the
support for creation of the necessary institutional structures and capacity building
to enable the county governments to function and deliver on their mandate. These
structures include the Office of the Governor and Deputy Governor to provide the
administrative functions, County Executive Committees to oversee budget
formulation, the County Assemblies to approve budgets, and of-course the county
public service, which will implement and report on the budget.

116. The county governments have come into operation at the time when the
preparation for the 2013/14 budget is at advanced stage, with the expectation of
submitting budget estimates by end of April 2013. As such, there will be teething
challenges in the preparation of 2013/14 budget but this will be surmounted
through regular consultations with county governments.

Resources available

Equitable shares

117.  According to the Constitution revenue raised nationally shall be shared
equitably among each level of government to enable it to provide services and
perform the functions allocated to them. The equitable division of revenue should
take into account the functions assigned to each level of government and other
considerations outlined in the Constitution. The CRA makes recommendations
concerning the basis for the equitable sharing of revenue between the two levels
of government and among the counties.

118. The equitable share of revenue is an unconditional allocation to the
county governments. County governments, being a distinct level of government,
are fully responsible for these funds and are directly accountable to their
respective County Assemblies for how the resources under their control are spent.

Other resources

119. Aside of their equitable share, county governments will have the
following resources at their disposal:

e Conditional and unconditional grants: These may be given as additional
allocations from the national government’s share to which the national
government may or may not attach conditions.

e  Own revenues: Counties can impose property taxes, entertainment taxes,
as well as any other tax and user fees and charges they are authorised to
impose by an Act of Parliament. Revenue raised by county government
constitutes own-revenues and will not be part of the pool of revenues
subject to sharing between the two levels of government.
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e Borrowing: Counties may borrow only if the national government

guarantees the loan, and with the approval of the county government’s

assembly. The PFM law provides for the framework for counties to
borrow in a transparent, prudent and equitable manner

Equalization Fund

120. The Constitution provides for an equalization fund, which the national
government shall use to provide basic services including water, roads, health
facilities and electricity to marginal areas in order to bring these services in the
marginal areas to national standards. In line with this provision, the national
government has prepared the regulations on the equalization fund, which are
expected to be gazetted shortly. One half (0.5) of a percent of revenue collected,
calculated on the basis of the most recent audited accounts of revenue received as
approved by the National Assembly, will be paid to the equalization fund.

Costing of Functions Assigned to County Governments

121.  The Constitution has assigned functions to both levels of government.
The functions are either exclusive to each level of governments, shared or are
residually assigned to the national government. The Constitution under Article
187 provides that financing must follow functions. Therefore, it is important to
cost the assigned functions in order to determine the amount of resources to be
transferred to county governments. Since the Constitution requires that at least 15
percent of audited revenues should go to county government, this would mean
that at the very least KSh. 102.3 billion must be transferred to the counties based
on the latest audited revenues of KSh. 682 billion for FY 2011/12.

Cost of devolution by budgetary sector

122.  The total cost of funding the devolved functions by sector based on the
existing level of services, including allocations for the Constituency
Development Fund (CDF), was estimated at KSh. 170.7 billion for 2012/13
(Table 4.1). Adjusting for inflation, the cost of devolved functions is projected to
increase to Ksh. 198.6 billion in 2013/14 and to about KSh. 218.4 billion by
2015/16.
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Fiscal structural reforms

91. Underpinning the fiscal program are measures to raise the revenue to
GDP ratio to about 24.0 percent by 2015/16. This will be achieved through
measures to simplify the tax code in line with best practices, in order to help
improve tax compliance, minimize delays, and raise revenue. The VAT
legislation is expected to be passed by Parliament, while the Kenya Revenue
Authority (KRA) is expected to institute measures to reform the tax
administration to eliminate leakages and to expand revenue base. In addition, the
Government will rationalize existing tax incentives, expand the income tax base
and remove tax exemptions as envisaged in the Constitution.

92.  On the expenditure side, the Government will continue with expenditure
management reforms to improve efficiency and reduce wastage in line with the
PFM law of 2012. Expenditure management will be strengthened with
implementation of the Integrated Financial Management Information System
(IFMIS) across line ministries and departments and subsequently at the county
level following decentralization. The National Treasury is also expected to
operate a Single Treasury Account (TSA) to ensure efficient and prudent
management of government cash resources for effective service delivery. TSA is
a unified structure of government bank accounts that enables consolidation and
optimum utilization of government cash resources.

Deficit financing policy

93.  The medium-term fiscal stance envisages continued borrowing from
domestic and external sources with the latter being largely on concessional terms.
The Government will ensure that the level of domestic borrowing does not crowd
out the private sector given the expected increase in private investment with
accelerated economic expansion.

94,  Non-concessional foreign borrowing will be limited to projects that
guarantee revenue streams and support long-term growth. Borrowing from the
international capital and loan markets has useful benefits, such as setting
benchmarks for borrowing by private and public-sector institutions. It is in this
regard that the Government aims to float a sovereign bond in the international
capital markets during 2013/14.

2013/14 Budget Framework

95.  The 2013/14 budget framework is set against the background of the
medium-term macro-fiscal framework set out above, the Government’s national
strategic objectives as outlined in the Vision 2030 MTP and the broad
development policies of the new Administration. Real GDP is expected to expand
by 5.9 percent in FY 2013/14 underpinned by continued good performance across
all sectors of the economy. The projected growth assumes normal weather pattern
during the year. Inflation is expected to be maintained at a single digit level of
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Table 4.1: Cost of devolved functions by sector (in Ksh billion)
| 201011 | 201/12  2012/13 2013/14 2014/15  2015/16

Sector Act. Act. Budget  Ceiling Projection
Agriculture and Rural Development 10.5 11.2 9.8 14.9 157 16.5
Education 0.4 0.4 1.6 1.0 11 11
Energy, Infrastructure and ICT 45.7 535 64.3 77.2 80.9 84.8
Environmental protection, Water and Sanitation 8.0 8.8 5.8 10.9 11.4 12.0
General Economic, Commercial and Labour Affairs 8.7 6.0 49 9.7 10.2 10.7
Governance, Justice Law and Order 03 0.3 0.5 0.5 0.6 06
Health 21.8 314 53.9 47.9 50.2 52.5
Public Administration and International Relations 14.9 17.6 223 253 26.6 27.8
Social Protection, Culture and Recreation 6.2 10.1 v 11.2 11.8 124
GRAND TOTAL 116.6 139.3 170.7 198.6 208.4 218.4

Source: National Treasury

123.  The costs were derived as follows:

e Current spending by ministries (both GoK and donor funds) through their
headquarters and district codes (Authority to Incur Expenditure);

e Current transfers to local authorities of the Local Authority Transfer
Funds (LATF) aggregated by county; and

e Current transfers to constituencies of the Constituency Development
Funds (CDF) aggregated by county;

124, In the current financial year 2012/13, additional expenditures (March —
June 2013) related to new administrative structures, such as wages for County
Executive and County Assembly are estimated at about KSh. 9.8 billion. In
addition, a one-off expenditures for setting up the necessary infrastructure (after
taking into account the already existing structures) to enable the counties to
operate is provided at KSh. 3.4 billion. Therefore, the total cost of devolution for
2012/13 is estimated at KSh. 183.9 billion (that is KSh. 170.7 billion plus
KSh.13.2 billion cost of administration and infrastructure). This represents 30.2
percent of the most recent audited revenues approved by Parliament (or Ksh.
608.1 billion), about double the 15 percent constitutional minimum.

Projected shares

125.  The resources available to be shared by the national and county
governments over the coming three financial years are estimated on the basis of

projections of the economy’s performance over the medium term. The underlying
assumptions are set out in Section I1 and 111 of this Statement.

2 2013/14-2015/16 period, the projected revenue shares for the two
rnment are outlined in Table 4.2. Over the 2013/14 MTEF period,
wernment average share is 80.3 percent of available revenue, while
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that to counties is 19.7 percent. This division may change depending on the
extent of the application of the criteria set out in Article 203 of the Constitution
with respect to vertical sharing of revenue and the recommendations from the
CRA.

127. In terms of most recent approved audited revenues for 2011/12 (Ksh 682
billion), the projected total revenues transfers to counties account for 29.1%. In
this case, the equitable share to counties will be 23.1% which is well above the 15
percent minimum stipulated in the Constitution.

128.  As for the Equalization Fund, it is projected to rise from KSh. 3.4billion
in 2013/14 to KSh. 4.4billion by 2015/16.

Table 4.2: Projected Division of Available Funds, 2013/14 - 2015/16 (Ksh billion; unless indicated)
2013/14 2014/15 2015/16
Projection
1.0 National Government 721.8 854.1 1,009.2
Of which:
Conditional grants (CDF) 224 25.9 299
Equalization fund 34 9 44
Conditional Allocations to Counties 406 427 448
of which:
Shared facilities (level 5 hospitals) 10.1 106 1.1
Donor grants/loans and "holding harmless” 306 32.1 337
2.0 Counties 198.6 208.4 2184
Equitable share 158.0 165.8 173.6
Conditional Allocations 406 427 44.8
of which:
Shared facilities (level 5 hospitals in 11 Counties) 10.1 10.6 111
Donor grants/loans and "holding harmless” 30.6 321 337
2.2 Equalization Fund 34 39 4.4
3.0 Total Shareable revenue 2/ 920.4 1,062.5 1,227.6
T ¢ r
National Government 78 4% 80 4% 82.2%
Counties 21.6% 19.6% 17.8%
ﬁ!gmg items:
Counties' Own-Revenue (Estimated) 3 248 284 326
County Allocations as % of Latest Audited Revenues (Ksh 682 billion
for Y 2011/12)) 29.1% 30.6% 32.0%
IMirumum Allocations to Counties as per the Constitution 15.0% 15.0% 15.0%

Source: National Treasury

Notes:

CDF = Constituency Development Fund

1/ Include cost of providing the devolved functions, including estimated administration/infrastructure costs
2/ As defined in CRA Act (Income taxes, import duty, VAT, excise taxes, and non-tax revenues). This is
approximated by ordinary revenues.

3/ Own sources of revenue -- include CIL OR, property rates, SBP, vehicle parking, market fees, plot rents,
water & sewerage, cess receipts, house rents, and other

129.  Overall, the division of funds between the national and county
governments (known as vertical division) is a policy judgement that reflects the
relative priority of functions assigned to each level of government. It is a
that cannot be captured in a formula. Therefore, the factors listed in
} of the Constitution (national interest, public debt, and other national
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obligations, etc.) needs to be considered. In addition, the Government will take
into account the economic and social impact of services and the effectiveness
with which extra funds can be spent. Of course, as per the Constitution, a
minimum of 15 percent of revenues will be observed in transferring resources to
county government to fund the assigned functions.

Cost of devolved functions by county

130. Table 4.3 provides estimates of funds to counties based on the cost of
delivering assigned functions in financial year 2012/13. These provide a rough
indication of the demand for basic services within the counties and can serve as a
basis for the initial distribution of revenue among counties.

131.  About half of the counties (23 out of the 47) receive resource above the
per capita national average. Therefore, going forward the approved formulae is
expected to help redistribute resources so that a larger percentage of resources go
to those counties that have been left behind, either in terms of development or in
terms of county per-capita allocation of revenues. This should be done in a

manner that ensures that the principle of “holding harmless” is respected so that

no county should suffer deterioration in service delivery because of devolution,
as envisaged under the Constitution.
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Table 4.3: COSTING OF DEVOLVED FUNCTIONS (Ksh Million)

2012/13
County (in Cost of Per capita
Aphabetical devolved Estimated Per capita Deviation from
order) functions % share population share averaEe'
M Baringo 2,812 1.6% 591,102 4,756 114
2 Bomet 2,141 1.3% 948,889 2,256 54
3 Bungoma 4,642 2.7% 1,463,031 3,173 76
4 Busia 3,042 1.8% 791,539 3,843 93
s Elgeyo 2,453 1.4% 393,668 6,232 150
6  Embu 3,343 2.0% 549,236 6,087 147
7  Garissa 3,170 1.9% 662,920 4,781 115
8 Homa Bay 4,485 2.6% 1,025,452 4,374 105
9 Isiolo 1,567 0.9% 152,461 10,278 247
M0 Kajiado 2,548 1.5% 731,282 3,484 84
P:I.1 Kakamega 5,964 3.5% 1,766,890 3,375 81
12 Kericho 3,193 1.9% 628,479 5,081 122
3 Kiambu 7,093 4.2% 1,727,130 4,107 a9
Ma  Kkilifi 3,797 2.2% 1,180,729 3,216 77
15 Kirinyanga 2,617 1.5% 561,836 4,657 112
M6 Kisii 4,733 2.8% 1,225,998 3,861 93
17 Kisumu 5,239 3.1% 1,030,894 5,082 122
8  Kitui 3,947 2.3% 1,077,496 3,663 88
19  Kwale 2,399 1.4% 691,510 3,469 84
20 Laikipia 2,162 1.3% 424,767 5,091 123
21  Lamu 1,508 0.9% 108,035 13,961 336
22  Machakos 4,576 2.7% 1,168,865 3,915 EE
23 Makueni 3,155 1.8% 941,114 3,352 81
24  Mandera 2,106 1.2% 1,091,378 1,929 46
25 Marsabit 2,052 1.2% 309,793 6,624 159
26 Meru 5,779 3.4% 1,443,069 4,005 96
27 Migori 3,822 2.2% 975,845 3,916 94
28 Mombasa 5,825 3.4% 999,465 5,828 140
29 Muranga 4,727 2.8% 1,002,882 4,713 113
30 Nairobl 16,515 9.7% 3,339,143 4,946 119
31  Nakuru 7,311 4.3% 1,705,896 4,286 103
32  Nandi 2,589 1.5% 801,135 3,232 78
33  Narok 2,232 1.3% 905,357 2,465 59
34 Nyamira 2,039 1.2% 636,525 3,204 77
35 Nyandarua 3,051 1.8% 634,414 4,809 116
36 Nyeri 6,562 3.8% 737,928 8,893 214
37 Samburu 1,471 0.9% 238,274 6,175 149
38 Siaya 3,495 2.0% 896,190 3,900 94
39 Taita Taveta 1,944 1.1% 302,868 6,420 155
40 Tana River 1,917 1.1% 255,434 7,506 181
41  Tharaka Nithi 1,635 1.0% 388,702 4,206 101
42 Tranzoia 2,160 1.3% 871,136 2,480 60
43 Turkana 2,108 1.2% 910,122 2,316 56
44  Uasin Gishu 3,604 2.1% 951,383 3,788 91
45 Vihiga 1,962 1.1% 590,103 3,325 80
46 Wajir 2,882 1.7% 704,288 4,093 29
47 West Pokot 2,292 1.3% 545,489 4,202 101
Grand Total 170,667 100% 41,080,140 4,154

Source: National Treasury

* Counties with per capita deviation above 100 indicate that they are receiving resources above
the national average and vice versa for those below 100.

Approved Formula for Allocating Revenue

132.  The Parliament approved, in November 2012, a new revenue sharing
formula. The formula takes into account population (45%), land area (8%),
poverty (20%), a basic equal share (25%), and fiscal responsibility (2%). The
respective equitable share of the components in the formula is provided in Table
4.4. Once the vertical division of revenue is established, the formula will then be
used to allocate revenue among the 47 counties.
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Table 4.4: COMPONENTS OF THE EQUITABLE SHARES FORMULA
Population Basic Equal Share Poverty Land Area Fiscal Responsibility Weighted Average

Weight 45% 25% 20% 8% 2% 100%

" Baringo 1.44% 213% 1.76% 1L71% 2.13% 171%
7 Bomet 1.88% 213% L61% 0.90% 2.13% 1.81%
[3  Bungoma 4.22% 213% 353% 0.90% 213% 3.25%
4 Busia 1.26% 213% 2.90% 0.90% 213% 1.80%
5 Eigeyo 0.96% 213% 0.91% 0.90% 2.13% 1.26%
6 Embu 1.34% 2.13% 1.15% 0.90% 113% 148%
7 Garissa 1.61% 2.13% 187% 6.84% 213% 222%
/8 HomaBay 2.50% 213% 2.00% 0.90% 2.13% 217%
o Isiolo 0.37% 2.13% 0.61% 3.92% 213% 118%
M0 Kajiado 1.78% 213% 0.26% 3.39% 2.13% 1.70%
11 Kakamega 4.30% 213% 4.24% 0.90% 2.13% 3.43%
M2 Kericho 1.96% 213% 1.02% 0.90% 2.13% L73%
M3 Kiambu 4.20% 213% L67% 0.90% 213% 2.87%
M4 Kilifi 2.87% 213% 4.20% 1.95% 213% 2.86%
15 Kirinyanga 137% 213% 0.50% 0.90% 213% 1.36%
"6 Kisii 2.98% 213% 7% 0.90% 2.13% 273%
17 Kisumu 251% 2.13% 2.06% 0.90% 2.13% 2.19%
M8  Kitui 262% 213% 332% 472% 213% 2.80%
M9 Kwale 1.68% 2.13% 269% 1.28% 2.13% 1.97%
20 Laikipia 1.03% 213% 0.85% LaT% 213% 133%
21 Lmu 0.26% 213% 0.10% 0.97% 2.13% 0.79%
22 Machakos 285% 213% 337% 0.96% 213% 2.61%
23 Makueni 2.29% 213% 2.97% 1.24% 213% 2.30%
24 Mandera 266% 213% 6.78% 4.02% 2.13% 3.45%
25 Marsabit 0.75% 213% 1.82% 9.00% 213% 2.00%
% Meru 351% 2.13% 1.29% 107% 213% 2.50%
27 Migori 2.38% 213% 2.66% 0.90% 2.13% 2.25%
28 Mombasa 243% 213% 1.30% 0.90% 2.13% 2.00%
2% Muranga 2.48% 213% 1.58% 0.90% 2.13% 206%
30 Nairobl 8.13% 2.13% 3.49% 0.90% 2.13% 5.00%
31 Nakury 4.15% 2.13% 2.94% 1.16% 2.13% 3.12%
32 Nandi 1.95% 2.13% 153% 0.90% 213% 1.83%
33 Narok 2.20% 2.13% 1.24% 2.78% 2.13% 2.04%
34 Nyamira 1.55% 2.13% 1.28% 0.90% 213% 1.60%
35 Nyandarua 1.54% 2.13% 1.58% 0.90% 2.13% 1.66%
36 Nyeri 1.80% 213% 1.29% 0.90% 213% 171%
37 Sambury 0.58% 2.13% 1.36% 3.25% 2.13% 137%
38 Siaya 2.18% 2.13% 1.47% 0.90% 2.13% 1.92%
39 TaitaTaveta 0.74% 2.13% 0.78% 2.64% 2.13% 127%
40 TanaRiver 0.62% 213% 1.02% 5.95% 2.13% 153%
41 Tharaka Nithi 0.95% 213% 0.68% 0.90% 2.13% 1.21%
42 Tranoia 212% 213% 181% 0.90% 213% 1.96%
43 Turkana 2.22% 2.13% 8.71% 9.00% 2.13% 4.03%
44 Uasin Gishu 232% 213% 155% 0.90% 2.13% 2.00%
45 Vihiga 1.44% 213% 0.99% 0.90% 2.13% 1.49%
6 Wajir 1.71% 2.13% 3.68% 8.78% 213% 278%
47 West Pokat 1.33% 2.13% L87% 1.42% 2.13% 1.66%
Total 100% 100% 100% 100% 100% 100%

133. It is expected that the current expenditure pattern will differ from the
allocation based on the new formula. Table 4.5 shows the impact of the new
equitable shares formula on the county allocations. There is varying degree of
redistribution among counties. This reflects the fact that the parameters in the
formula may not be the only determinants of resource allocation to the sub-
national level in 2012/13. For instance, there are counties that may get more
resources than suggested by the formula because they host institutions that
provide services to more than one county. Provincial hospitals are a good
example of such institutions which provide services to several counties and
whose functions have now been assigned to county governments. Since the
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formula will not pick up such subtleties, it will be important that the allocation
based on existing expenditure patterns and the new formula be harmonized in
order to avoid adversely affecting services delivery while ensuring equitable
distribution of resources.

Table 4.5: IMPACT OF EQUITABLE SHARES FORMULA
Shares based on costing (FY New target shares approved
2012/13) by Parliament 1/ Percent change
1 Baringo 1.65% 1.71% 3.77%
2 Bomet 1.25% 1.81% 44.43%
3 Bungoma 2.72% 3.25% 19.62%
[a  Busia 1.78% 1.80% 0.77%
ks Elgeyo 1.44% 1.26% -12.44%
6 Embu 1.96% 1.48% -24.57%
[7  Garissa 1.86% 2.22% 19.64%
8 Homa Bay 2.63% 2.17% -17.47%
[0 isiclo 0.92% 1.18% 28.19%
10  Kajiado 1.49% 1.70% 13.76%
11  Kakamega 3.49% 3.43% -1.87%
12 Kericho 1.87% 1.73% -7.32%
13  Kiambu 4.16% 2.87% -30.87%
a4 Kilifi 2.22% 2.86% 2B.77%
[15  Kirinyanga 1.53% 1.36% -11.18%
16  Kisii 2.77% 2.73% -1.54%
17  Kisumu 3.07% 2.19% -28.76%
e Kitui 2.31% 2.80% 20.99%
19 Kwale 1.41% 1.97% 40.39%
20 Laikipia 1.27% 1.33% 4.83%
21 Lamu 0.88% 0.79% -10.64%
22 Machakos 2.68% 2.61% -2.82%
[23  Makueni 1.85% 2.30% 24.33%
24 Mandera 1.23% 3.45% 179.41%
25 Marsabit 1.20% 2.00% 66.16%
26 Meru 3.39% 2.50% -26.19%
27 Migori 2.24% 2.25% 0.34%
28 Mombasa 3.41% 2.00% -41.37%
29 Muranga 2.77% 2.06% -25.56%
30 Nairobi 9.68% 5.00% -48.30%
31 Nakuru 4.28% 3.12% -27.07%
32 Nandi 1.52% 1.83% 20.64%
33 Narok 1.31% 2.04% 55.65%
34 Nyamira 1.19% 1.60% 33.82%
35 Nyandarua 1.79% 1.66% -7.24%
36 Nyeri 3.85% 1.71% -55.45%
37 Samburu 0.86% 1.37% 58.59%
38  Siaya 2.05% 1.92% -6.10%
39 Taita Taveta 1.14% 1.27% 11.79%
40 Tana River 1.12% 1.53% 36.52%
41 Tharaka Nithi 0.96% 1.21% 26.04%
42 Tranzola 1.27% 1.96% 55.11%
43 Turkana 1.24% 4.03% 226.61%
44 Uasin Gishu 2.11% 2.00% -5.35%
45  Vihiga 1.15% 1.49% 29.64%
46  Wajir 1.69% 2.78% 64.87%
47 West Pokot 1.34% 1.66% 23.63%
Total 100% 100%

1/ Approved by Parliament in November 2012

Division of Revenue and the County Allocation of Revenue Bill

134, The Cabinet Secretary responsible for Finance is required to table a
Division of Revenue (DoR) Bill and County Allocation of Revenue (CAoR) Bill
alongside the Budget Policy Statement. The DoR and CAoR Bill will set out the
final allocations to the two levels of governments and each of the counties,
respectively. The Bills shall be accompanied by a memorandum explaining any
assumptions and formulae used in determining the allocations, and how those
allocations comply with Constitutional requirements.
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135. It is expected that the strengthening of the MTEF process under the PFM
Act will improve intergovernmental coordination and the budget process. In
particular, national departments and county governments are expected to come
together in developing robust sectoral policy, particularly in the areas of health
and other social sectors, as well as in personnel expenditure. If this happens, it
will further improve the link between policy, planning and budgeting, something
which has been weak in government programmes in the past.

Decentralised Funds

136. The Local Authority Transfer Fund (LATF) and the Constituency
Development Fund (CDF) constitute a part of decentralized public funds that the
government has been spending at the sub-national level. In addition, part of the
Road Maintenance Levy Fund (RMLF) comprise of spending at local level. The
government is committed to ensuring that the equivalent of the funds earmarked
for the LATF, CDF and RMLF are provided for financing programmes and
projects at the county level. This is consistent with the principle of financing
following functions as these funds largely finance functions that have been
assigned to county governments with the exception of education in the case of the
CDF.

137.  As regards the LATF, since these were funds going to the 175 local
authorities that are now under the 47 counties, these funds will simply be folded

into the county governments' equitable share and any allocation of resources to

the decentralized units within the county will be the responsibility of the County
Executive Committee and the County Assembly. In the case of the CDF, the
existing management structure, especially the participation of Members of
Parliament in the allocation of resources, may be inconsistent with the
Constitution where the County Governor and the Deputy County Governor are
the Chief Executive and Deputy Chief Executive, respectively (Article 179 (4)).

138.  Therefore, the management structure of the CDF will have to be changed
to conform to the Constitution. Once there is agreement on the management
framework a decision will be required stating whether the equivalent of these
funds will be provided to counties as conditional or unconditional grants. If they
are to be conditional grants, the conditions will have to be set by the national
government and a monitoring framework would need to be put in place to assess
compliance with the conditions. On the other hand, if they are unconditional
grants, they would be part of the sharable revenues and the County Executive
Committee would decide on the usage of those funds in line with county
priorities.

Summary

139.  The new PFM law provides a robust intergovernmental budget process
that, if implemented with emphasis of corporate governance, will present an
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E. Annexes
83. The following are annexes to this report:

o Annex on Breakdown of Estimates of Revenues and Expenditure for State Corporations
of the Government of Kenya for the Financial Year ending 30th June 2014,

o Annex on Estimates of Revenues, Grants and Loans that captures the Revenues
estimates by broad economic classification.
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