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FOREWORD

It gives me great pleasure to present the third quarter Budget Implementation Review Report

(BIRR) for Financial Year (FY) 2014115. The report covers the period July 2014 to March 2015

and has been prepared in accordance with Article 228 of the Constitution of Kenya, which

bestows the Controller of Budget (COB) with the mandate to oversee and report on budget

implementation by the National and County governments to both Houses of Parliament every four

months.

The report examines budget implementation by the National Government Ministries, Departments

and Agencies (MDAs), and provides analysis of revenue, expenditure, and program performance.

The analysis is based on exchequer issues to the MDAs and expenditure returns generated from

the Integrated Financial Management System (IFMIS). It also highlights budget performance by

the MDAs as well as challenges that continue to adversely impact on budget implementation.

Appropriate recommendations aimed at addressing the challenges are provided. All the MDAs are

advised to adopt them as contained in this report in order to ensure optimal budget execution.

Through regular release of the BIRRs, the Office of the Controller of Budget (OCOB) aims at

promoting prudent financial management in the public sector. The office endeavours to ensure

that public resources are utilized effectively and efficiently in order to spur economic growth and

consequently, create employment opportunities, wealth, boost investor confidence and attain high

standards of life for Kenyans in line with the aspirations of the Vision 2030.

It is my hope that this report will go a long way in informing Kenyan citizens on the use of public

funds. The report is also useful to policy makers and can be used to identifu sectors that need

more funding and support in order to achieve the desired economic growth of 6.1 per cent as

envisioned in the 2014 Budget Policy Statement (BPS).

Mrs. Agnes Odhiambo
Controller of Budget
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EXECUTIVE SUMMARY

This report has been prepared in fulfilment of Article 228 of the Constitution which requires the

Office of the Controller of Budget (OCOB) to oversee and report on the implementation of the

budgets of both the National and County Governments. Specifically, the report fulfils Article

228(6) of the Constitution which requires the Controller of Budget (COB) to submit to each

House of Parliament a report on the implementation of the budgets of the National and County

Governments every four months.

This is the third quarter National Government Budget Implementation Review Report (BIRR) in

the FY 2014115. The report has been prepared at a time when the Government has intensified the

fight against comrption, which will boost prudent use of public funds and adherence to the

principles of Public Finance as stipulated in Article 201 of Constitution. This renewed fight is

already creating optimism and will hopefully, improve service delivery and transparency in the

administration of public funds at both the National and County level. Nonetheless, the Country is

faced with security challenges that have resulted to issuance of negative travel advisories by

foreign countries to their citizens on Kenya hence adversely affecting the tourism sector.

The report covers the National Government budget implementation for the first nine months of the

FY 20l4ll5 to March 2015. It assesses the macro-economic environment against which the

budget was implemented, revenue and expenditure outturn by the MDAs and also identifies the

challenges facing budget implementation in the National government entities.

According to the data released by Kenya National Bureau of Statistics (KNBS) in April 2015,

Kenya's economy expanded by 5.3 per cent in the year 2014, a decline compared to a growth of

5.7 per cent achieved in 2013. However, the economy has been resilient regardless of the

challenges facing the country and the world at large. In the last l2-month period, inflationary

pressure has been well managed to register a low of 5.53 per cent in the month of February 2015.

This was a slight decline compared to 6.27 per cent recorded in March, 2014 and has been

attributed to reduction in the pump prices of petrol and diesel that resulted to a drop in the

Transport Index.

BUDGET IMPLEMENTATIoN REVIEw REPoRT
THIRD QUARTER FY 20I4lI5



OFFICE oF THE CONTROLLER OF BUDGET

The Kenya Shilling recorded mixed performance against the world major currencies during the

period under review. It lost ground against the USD and traded at an average of 90.05 but gained

against other major currencies such as the Euro and the Sterling Pound.

During the first nine months of FY 2014115, the cumulative revenue received by the National

Treasury Q.{T) was Kshs.1,175.5 billion against an annual budget of Kshs.l,3l4.l billion

representing a performance rate of 85.6 per cent. This was a growth of 40 per cent over the same

period of FY 20l3ll4 where cumulative revenue stood at Kshs.839.9 billion. The Tax income

category was the main source of government revenue netting a total of Kshs.699.83 billion and

contributing 59.5 per cent of the total revenue.

The total exchequer issues released to MDAs and the County Governments for the reporting

period amounted to Kshs.1,126.7 billion which represents a34.9 per cent growth compared to the

exchequer issued in the same period in FY 2013114 of Kshs.835.2 billion. The exchequer issues

represented 70.9 per cent of the annual net estimates, an improvement from 60.1 per cent issues

over the same period in the last financial year. The exchequer issues for the period comprised of

Kshs.802.9 billion towards recurrent expenditure, Kshs.185.7 billion towards development

expenditure, and Kshs.138.1 billion to the County Governments.

Cumulatively, expenditure by the MDAs in the first nine months of the FY 20l4ll5 amounted to

Kshs.996,l billion,representinganoverallabsorptionrate of 62.3 percentanda35.l percent

growth from the Kshs.737.1 billion spent in the first nine months of FY 2013114. This expenditure

comprised of recurrent expenditure of Kshs .766.3 billion, representing an absorption rate of 69.6

per cent, which is an increase from the Kshs.61 1.4 billion representing an absorption rate of 61.8

per cent achieved in the same period during the last financial year. Development expenditure

amounted to Kshs.229.8 billion, representing an absorption rate of 47 per cent. This was a 78.0

per cent growth compared to Kshs.125.8 billion reported in the same period of FY 2013114, which

represented an absorption rate of 289 per cent. Absorption rate is calculated as the percentage of

actual expenditure to gross estimates.

Generally, the report indicates improvement in budget execution during the reporting period.

However, more effort is required to enhance absorption of development funds where absorption

stood at 47 per cent during the nine month period. The report also identifies key challenges and

BUDGET IMPLEMENTATION REVIEW REPORT
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makes recommendations to overcome the limitations in realizing effective budget implementation.

It is important to note that compliance levels on submission of financial reports to the OCOB have

improved. In addition, the number of MDAs yet to adopt the Integrated Financial Management

Information System (IFMIS) has reduced from eleven in July 2014 to five in March 2015. It is

hoped that the five MDAs will fully adopt IFMIS in processing and reporting all their financial

transactrons.

The OCOB will continue to provide regular information on budget implementation by publishing

and publicizing quarterly BIRRs and sensitizing members of the public on budget implementation

through public forums as provided for in Section 39(8) of the PFM, Act,20l2.The public is a

vital partner in the monitoring and evaluation of projects and programmes undertaken by

government through social audits. Finally, all National Government entities are encouraged to

come up with mechanisms to improve monitoring of development projects to ensure funds meant

for development activities are spent on the intended projects. Ultimately, this will go a long way

in unlocking the country's development potential and improving the lives of Kenyans.

BUDGET I MPLEMENTATION REVIEW REPORT
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KEY HIGHLIGHTS

FY 2OL4|LS Nine Months Exchequer Revenue Receipts
Commercial [oan-lixchange Gain

Net of Bank Charges, Kshs.
1.1 6Bn(0.17")

I lrrm-BudgetSupport(social
I Safery Neg, Kshs.3.45Bn(0..j9")

I Grants from AMISOM- Kshs.I 3.s+en(0.1"/")

. Gnnts-Foreign Govcrnments and

I Intcrnational()rgmisations,
Kshs.4.36Bn(0.47o)

r ,::"T:*fi%.H:::r'a'"
21.938n(1.9o/o)

r '-'Y;#;ia:il;,"""

r ?ffi8iffi:t"Ti"1%ffi'

Opcning Balmccs 1.07.201 4,

Kshs. 1 4O.67Bn(1 2.07")

Nct Domcstic Borrowing, Kshs.

202.988n(17.3Yo)

Tulncomc, Kshs.

FY ?;OL |LS Nine Months Donor Dlsbu

Grants Revenue, Kshs.
4.628n(6.2%l

Grants A-l-A, Kshs.
10.86Bn(14,6%)

Loans Revenue, Kshs.
20,298n(27.2%l

Loans A-l-A, Kshs
38.758n(52,0%)
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FY Z:OL4(LS Nine Months Exchequer lssues by OCOB

County Governments,
Kshs.138.06 Bn (12.3%l

Development, Kshs.
18s.7s Bn (16.s%)

Consolidated Fund
Services, Kshs.338.53 Bn

(30.0%)

Recurrent, Kshs.464.39
Bn (at.2%l

'l otal Ercher;ucr
is s ucs

Kshs l.l16.7 Billion

7l),ll('zo of l olal
\ct cstinlxlcs

FY 20t4l15 Nine Months Expenditure

Development, Kshs.
229.88n123.1%l

CFS, Kshs.
301.7Bn(30.3%)

Recurrent, Kshs.
464.6Bn(a6.6%)

BUDGET IMPLEMENTATION REVIE\iv REPORT
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Top 10 Spending MDAs-Development Expenditure

State Department for lnfrastructure

State Department for Planning

State Department for Transport

Ministry of Energy and Petroleum

The National Treasury

State Department for Water & Regional Authorities

Ministry of Lands Housing,and Urban Development

State Department for Agriculture

State Department for Higher Education, Science and

Ministry of Health

.5Bn

Kshs.34.6Bn

Kshs.25.8Bn

Kshs.17.3Bn

Kshs.14.5Bn

Kshs.14.1Bn

Kshs.12.8Bn

Kshs.12.7 Bn

Kshs.9.1 Bn

Kshs.8.2Bn

'l otal l'ulllic I)cllt
Stock

Kshs 2.65 '! rilliorr
l)onreslic Kshs 1.37

I rillion

I'ore ign Kshs l.2tl
'l rillion

PUBLIC DEBT PAYMENTS /SERVICING

Domestic: Redemption Kshs.95.2 Billion
Interest Kshs.85.9 Billion

Foreign: PrincipalKshs.T3.6Billion
Interest Kshs.21.4 Billion
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1.0 INTRODUCTION

The FY 20l4ll5 Budget was prepared against a backdrop of improving global economic

prospects. It was anchored on the development agenda of 'Economic Transformation for
Shared Prosperity' as the basis of the government's fiscal strategies. The annual budget is

estimated at Kshs.l.84 trillion and is to be financed by both domestic and foreign revenue from

taxes and non-taxes collected by Kenya Revenue Authority (KRA), Appropriations-ln-Aid (A-l-

A), grants, and, domestic and foreign borrowing.

This is the third report on budget implementation by the National Government for the FY

2014115 and covers the period luly 2014 to March 2015. Chapter one of the report evaluates the

micro-economic environment under which the budget was implemented. The 2014 Budget

Policy Statement (BPS) projected the economic growth to be at 5.8 per cent, but was later

revised to 5.5 per cent. This was due to under-perforrnance in the first half of the calendar year

owing to decline in earnings from the tourism sector as a result of insecurity and the under-

performance in the agriculture sector due to inadequate rainfall and a drop in the World tea

prices. The lowest inflation rate was recorded in the month of February 2015 at 5.61 per cent,

although, it increased to 6.31 per cent in March 2015 as a result of rise in the food prices and a

slight increase in transport costs. An overview of the macro-economic indicators under which the

budget was implemented is provided in Chapter two. .

Chapter three presents analysis of the financial performance of the FY 20l4ll5 Budget for the

first nine months of the year and compares performance to a similar period in the FY 2013114.lt

provides; (i) an overview of revenue received by the National Treasury and revenue collected by

Kenya Revenue Authority (KRA), (ii) the total exchequer issues received by MDAs and the

Counties, and, (iii) performance by the MDAs for both recurrent and development expenditure.

Chapter 4 provides further analysis of MDAs performance based on the programmes

implemented and shows the per cent age of target achievement. Chapter five identifies the key

challenges facing MDAs in the implementation of the budget and provides recommendations

BUDGET IMPLEMENTATION REVIEW REPORT
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aimed at improving efficiency in budget implementation and ensuring fiscal responsibility.

Chapter six provides conclusion.

BUDGET IMPLEMENTATION REVIEW REPORT
THTRD GIUARTER FY 2OI4lt5



OFFICE oF THE CoNTRoLLER oF BUDGET

2.0 MACRO.ECONOMIC HIGHLIGHTS

During the FY 2014115, the Country's GDP was rebased. This resulted in an increase in the size

of the economy by 25 per cent and saw Kenya's ranking by the size of economy to 9th in Africa

and 5th in sub-Saharan Africa. The country is now categorized as a Lower Middle Income

Country, which heralds optimism to Kenyan citizens in the backdrop of improving global

economic prospects.

The 2014 BPS outlined areas of Government intervention aimed at addressing the challenges

facing Kenyans and to lay the foundation for accelerated inclusive growth and development. Key

among the interventions is, enhancing business environment for job creation through macro-

economic stability.

2.1 Economic Growth

According to the Kenya National Bureau of Statistics (KNBS) Economic Survey 2015, Kenya's

economy expanded by 5.3 per cent in the year 2014, a decline compared to a growth of 5.7 per

cent achieved in 2013. The performance of the economy in2014 was mainly supported by a

resilient consumption of goods and services and a robust growth in fixed assets. Investment in

fixed assets expanded rapidly on account of vibrant growth in the real estate sector, strong

expansions of activities in construction; finance and insurance; wholesale and retail trade;

information and communication; and agriculture and forestry sectors. Accommodation and food

services sectors contracted for the second year in row due to low tourist numbers due to security

fears facing the country and the negative travel advisories.

Figure 2.1 shows quarterly economic growth trends from 201 | to 2014.

BUoGET IMPLEMENTATIoN REvIEw REPoRT
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Figure 2.1: Revised Quarterly GDP Growth Rates for the period 20ll-2014

Source: KNBS

2.2 Inflation

During the period JrlJy 2014 to March 2015, the month on month inflation rate declined to its

lowest in January, 2015 at 5.53 per cent. The highest inflation rate of 8.36 percent was recorded

in August 2014. Most recently, inflation rate has increased slightly to 6.31 per cent in March

2015 as a result of an increase in the food and non-alcoholic drinks index. The increase of this

index was attributed to high cost of ordinary vegetables, milk and other products due to the dry

weather conditions experienced in January and February 2015. Nonetheless, the increase in

inflation rate was cushioned by a drop in pump prices of petrol and diesel that resulted in a

decrease in the transport index. The increase was further cushioned by a slight decline in the

housing, water, electricity, gas, and fuel index due to a significant drop in the cost of kerosene

and cooking gas.

It is worth noting that during the period under review, inflation averaged at 6.51percent, which

was within the medium term inflation target range of between 2.5 per cent and 7.5 per cent.
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Figure 2.2 shows the trends in month on month inflation rates and the average annual inflation

rate.

Figure 2.2: Overall Month on Month Inflation Rates and the Average Annual
Inflation Rate
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2.3 Exchange Rate

The exchange rate of the Kenya Shilling against the major world currencies, i.e. the US Dollar,

the Euro and the Sterling Pound, exhibited fluctuating trends during the reporting period. The

local currency steadily appreciated against the Sterling Pound and the Euro, exchanging at an

average rate of Kshs.l42.53 and Kshs.l09.78 respectively. On the other hand, the Kenya Shilling

depreciated against the US Dollar, exchanging at an average of Kshs.90.05 to the US Dollar

compared to Kshs.86.55 to the US Dollar recorded in the same period of FY 2013114. This is

attributed to the strengthening of the US Dollar in the global markets as well as the increased

demand for the US Dollar given the fact that Kenya is a net importer of capital goods and

services.

BUDGET IMPLEMENTATIoN REvIEw REPoRT
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Figure 2.3: Kenya Shilling Exchange Rate for the Period July 2014 to March 2015
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2.4 Interest Rates

During the period July,2014 to March, 2015, the yield rate of the 9l-day Treasury Bills

averaged 8.69 percent as compared to an average of 9.12 percent recorded in the same period of

FY 2013114. Further, the 9l-day Treasury Bills registered a high of 9.78 percent in July 2014

and a low of 8.29 percent in August,2014. The interbank rates varied from a high of 11.79 per

cent in August, 2014 to a low of 6.73 percent in October,2014. The Central Bank Rate (CBR)

was maintained at 8.50 per cent throughout the first nine months of FY 20l4ll5 as shown in

frgure 2.4.
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Figure 2.4: Interest Rates for the Period July 2014 and March 2015
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3.0 FINANCTAL ANALYSTS FOR THE THrRD QUARTER, Fy 2014n5
BUDGET IMPLBMENTATION

3.1 Analysis of Revenue Estimates

In order to finance the Kshs.l.84 trillion budget for FY 2014115, the National Treasury projected

to raise Kshs.l.37 trillion in exchequer revenue from the following key sources; Tax income

category (Kshs.l.05 trillion), Net domestic borrowing (Kshs.l90.8 billion), Commercial Loan

(Kshs.36.4 billion), Non-Tax Income (Kshs.36.2 billion), and Loans from Foreign Governments

and International Organisations (Kshs.36.2 billion). Other sources expected to add to the national

exchequer revenue include Grants from Foreign Governments and Intemational Organisations

(Kshs.10 billion), Grants from AMISOM (Kshs.6.l billion), Social SafetyNet Loan (Kshs.2.0

billion) and Domestic Lending (Kshs.2 billion).

3.1.1 Revenue Receipts by National Treasury

During the first nine months of FY 2014115, the National Treasury received Kshs.l,775.5 billion

in exchequer revenue. This was 85.6 per cent perforrnance against an annual target of

Kshs.l,374.l billion, and represented a 40 per cent growth compared to the same period in the

FY 20l3l14 where a total of Kshs.839.4 billion was received.

The Tax Income category registered the highest contribution of Kshs.699.8 billion representing

59.5 per cent to the total revenue, and a 13.2 per cent growth over a similar period of FY 20l3ll4

where receipts stood at Kshs.6l8.2 billion. Net Domestic Borrowing category was the second

largest source of revenue and accounted for 17.3 per cent of the total revenue, amounting to

Kshs.202.9 billion.

A review of how the various revenue categories performed shows that the net borrowing and

commercial loan (Sovereign Bond) categories recorded performance rates of 106.4 per cent and

202.6 per cent respectively compared to the annual target. Table 3.1 shows how various revenue

categories performed over the nine months period.

BUDGET IMPLEMENTATIoN REVIEw REPoRT
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Receipts by Category
Printed
Estimates.

Actual
Receipts
Dec-2014

Performanc
e Against
Tucet e/o\

Contribution by
Caugory (%)

Actual
Receipts
FY 20t3lt4

% Crowth
over FY
20t3lt4

Opening Balance 201 4l I 5 140.67 fi.97 0.5

Total Tax Income 1.050.9 | 699.83 66.59 59.54 618.15 13.21

Total Non-Tax lncome 36.21 23.74 65.56 2.02 27.34 -13.t7

Net Dornestic Borrowing r90.81 202.98 I06.-38 t'7.2'1 163.75 23.96

Loans - External 36.1 9 21.93 60.60 1.87 21.09 3.98

Conrmercial Loan(Sovereign Bond) 36.43 73.ti I 202.61 6.28

Commercial Loan(Exchange Gain) 0 l.l6 0.00 0. t0

Loan-Budget Support(Social Saf-ety

Net)
5.3 tt 3.4s 64.13 0.29 8.55 -59.65

Domc'stic Lending and On-Lending 2.03 0 0.00 0.00

Crants-Foreign Govt
International Org

and
10.02 4.36 43.51 0.37

Grants lrom AMISOM 6. I 3.54 58.03 0.30

TOTAL r,374.07 1,175.47 85.55 839.38 40.04

Table 3.1: Statement of Actual Revenue as at end of March 20t5 (Kshs. Billions)

Source: National Treasurv 2014/201 5

3.1.2 Revenue Collection by Kenya Revenue Authority

Kenya Revenue Authority (KRA) estimated to collect Kshs.800.2 billion over the nine months

period ending March 2015. Actual collection was Kshs.763.6 billion, or a performance rate of

95.4 per cent. Total revenue collected in a similarperiod in FY 20l3l14 was Kshs.680.3 billion

hence a growth of 12.2 per cent.

The amount collected includes Kshs.729.0 billion as exchequer revenue and Kshs.34.6 billion

generated from other Treasury undertakings. The exchequer revenue has recorded a growth of

12.6 per cent from Kshs.647.5 billion collected in FY 2013114. Disaggregation by tax category

shows that domestic taxes contributed 63.9 per cent (Kshs.487.8 billion) of the KRA's total

revenue collection. This category comprises of the Medium and Small Taxpayers, and Large Tax

Payers Office which handles tax collection for key corporate entities especially the banking

sector and some major government agencies such as the Teachers Service Commission. The

Customs Service's category ranked second by raising 35.6 per cent (Kshs.272.9 billion) while

the Transport Revenue category accounted for 0.4 per cent (2.9 billion). A summary of KRA

revenue performance is shown in Table 3.2.

BUDGET IMPLEMENTATION REvIEW REPORT
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Table 3.2: Exchequer Revenue Performance for July 2014 - March 2015 (Kshs.

Millions)

Source: KRA March 2015 Revenue Report

Table 3.1 indicates that all revenue categories recorded favourable growth over the FY 20l3ll4

but missed the nine months' target. Only the Medium and Small Taxpayers category met the nine

months target. This has prompted KRA to adopt a number of strategies in order to meet its

targets in the fourth quarter as well as continue growing the revenues. These include; (i) more

compliance checks on National Government Entities to ensure correct payroll deductions, (ii)

enhance use of IFMIS to track County expenditures on wage bills against their remittance, (iii)

payroll audits for Counties and key construction companies to monitor PAYE deductions, and

(iv) enforcement of the capital gains tax. These strategies are expected to tap additional revenues.

3.2 Exchequer Issues to MDAs and County Governments

The total exchequer issues authorised by COB to the MDAs and County Governments in the

period July 2014 to March 2015 amounted to Kshs.l,073.55 billion (67.5 per cent of the total

net estimates), an increase of 28.5 per cent compared to the total exchequer issues released in the

same period of FY 20l3l14 of Kshs.835.2 billion (60.1 per cent of the total net estimates of that

financial year).

During the same period, exchequer issues for Consolidated Fund Services amounted to

Kshs.285.34 billion, representin g 68.7 per cent of the net estimates, which is an increase from

BUDGET IMPLEMENTATION REVIEW REPORT
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Revenue Category Target
Actual

2014n5
Verlence

Performance

Rate (%)

Actual f"f
2013n4

Growth

Rete Over

2013n4

(Ynl

Customs Services 280,123 272,941 (7" r8l ) 97.4% 244.71'7 +ll.5o
Domestic Taxes

516.327 487.800 (28.527') 94.5% 432,908 *12.7D/o

Large Tax Payers Office
372.191 341.324 (31.467) 91.6% 3 I 3,003 +9.|Vo

Medium and Small

Taxpayers
I 43.536 146.47 5 2.940 t02.o% I 19.905 +22.2oh

Transport Revenue 1 759 2.876 (883 ) 76.5% 2.661 +8,1o

Total
800.209 763.617 (36,592) 95.40h 680,287 +12.2o/"

Exchequer Revenue
768.096 729,014 (39.083) 94.9o/" 647.453 +12.60
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39.1 per cent recorded in the same period of FY 2013114. Exchequer issues for development

activities amounted to Kshs.185.75 billion, representing 57.9 per cent of the net estimates, an

improvement from 54.3 per cent recorded in the same period of FY 2013114.

The exchequer issues for recurrent activities amounted to Kshs.464.39 billion, representingT4.2

per cent of the net estimates, a decline in percentage terms from 78.2 per cent recorded in the

same period of FY 20l3l14 where a total of Kshs.436.l billion was issued. Exchequer issues

from the Consolidated Fund to the County Governments Revenue Fund (CRF) amounted to

Kshs.l38.06 billion in the period under review compared to Kshs.l10.1 billion recorded in the

same period of the last financialyear. Table 3.3 provides a summary of the exchequer issues to

the MDAs, County governments and for the Consolidated Fund Services.

Table 3.3: Total Exchequer Issues, July 2014 to March, 2015 (Kshs. billion)

Nrme of the
Sector

F v 20141201s FY 2013t2014

Gross
Est.

Net Est.
Erch.
Issuec

o/c oI
Erch.
To N.

Est.
Gross Est.

Net Est.
Exch.
Issues 7o of Exch. To N.

Est.
Agriculture, Rural &
Urban
Development 60.2 53.4 39.84 74.6 5t I 46.9 37.9 ll0.tt

Education
308.4 282.8 201.83 71.4 2'76 ) 24Ii.9 I89.3 76.O

The Energy,
Infrastructure and
Information
Communications
Technology (EI &
ICT') 2s6.9 t02.3 75.33 73.6 216.5 71 1 44.7 6l .0
The Environmental
Protection, Water
and Natural
Resources 50.8 15.2 20.51 58.3 57.1 11.4 t8 s 53.8
Ceneral Economic
& Commercial
Affairs (GECA) t6.2 15.6 9.26 59.3 12.9 ll.2 8.4 69. I

The Covemance,
Justice, Law and
Order (GJLOS) 130.9 t29.6 91.36 70.5 125.7 124.3 86.0 69. I

The Health
47.4 36. r 21.15 64.7 36.2 28.',l 276 96. I

The Public
Administration and
International
Relations t96.9 177.1 105.60 59.5 171 5 142.3 93.0 65.4
The Social
Protection, Culture
and Recreation 24.r 23.'t 15.18 64.1 20s 19.7 t0.9 552

National Security
90.7 90.7 67.90 74.8 84.7 84.7 60. I 70.9
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grrm3n$14r"Y 201a8013

Erch.
Irruce
I

'/r of ErcL. Te
Est.Grolr Drt

Nct Ett
Erch.
Igucr

Vo aI
Erch.
ToN.

B.LGros
E*.

Nef ErL

Nrnc of tte
Scdor

s76.4 70.71.055.8 815.56s0.14 68.1t-182.4 946.7

Sub-Total for
MDAs

39.13803 148.7285.33 68.7 380.341s.6 415.6

Sub-Total
Consolidated Fund

I l0.l 55.9210.0 r93.4228.5 138.06 60.4242.4
County
Governments

Source: National Treasury & OCOB
Note; The total exchequer'issues ofKshs.l,073.55 billion excludes Kshs.53.t7 billion paid to serviceforeign debtfrom proceeds

of the Euro bond. when included, the total issues amount to Kshs.I,l2.7 billion.

3.2.1 Sectoral Recurrent Exchequer Issues

During the period under review, the total exchequer issues for recurrent activities amounted to

Kshs.464.39 billion (74.2 per cent of the total net recurrent estimates) which is an increase

compared to the exchequer issues released in the same period of FY 20l3ll4 which amounted to

Kshs.436.1 billion (78.1 per cent of the total net reculrent estimates in FY 20l3ll4).

Table 3.4 shows that the General Economic and Commercial Affairs (GECA) sector received the

highest percentage of recurrent exchequer issues in proportion to its net reculrent estimates at

g6.1 per cent. This represented an increase from 70.1 per cent ofthe reculrent exchequer issues

to net recrurent estimates recorded in the same period of FY 2013114.

The public Administration and International Relations sector received the lowest recurrent

exchequer issues to net recrlrent estimates equivalent to 67.7 per cent which was an increase

from 78.1 per cent of the recurent exchequer issues to net recrrrent estimates recorded in the

same period of Fy 2Ol3lI4. Details on how the MDAs utilized the funds released for recurrent

activities ile presented in Section 3.6.

BuDGET IMpLEMENTATToN REvlEw REPoRT t
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Table 3.4: Sectoral Recurrent Estimates and Exchequer issues for the period Julv
2014 to March 2015 (Kshs. Billions)

Source: Natbnal Trea.sury & OCOB

3.2.2 Sectoral Development Exchequer Issues

Total exchequer issues to the MDAs for development expenditure in the first nine months of Fy
2014115 amounted to Kshs.185.75 billion (57.9 per cent of the total net development estimates)

compared to Kshs.l40.3 billion (54.3 per cent of the total net development estimates) released in

the same period of FY 2013114.

The Energy, Infrastructure and Information Communications Technology (EI&ICT) sector

received the highest development exchequer issues to net development estimate s at 72.9 per cent.

This was an increase compared to 59.4 per cent recorded in the same period of FY 20l3ll4.The
Governance, Justice, Law and Order (GJLOS) sector received the lowest percentage of
development exchequer issues to net development estimates at 36.2 per cent, which was a
decline from 40.6 per cent recorded in the same period of FY 2013114. A breakdown of how the

MDAs utilized the funds released for development activities is presented in section 3.7.
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Name of the Sector
FY 2014/15 Fy 20t3n4

Gross
Est.

Net
Est.

Exch.
Issues

Yo of
Exch. to
N. Est.

Gross
Est.

Net
Est.

Exch.
Issues

o//o of
Exch.
to N.
Est.

Agriculture, Rural & Urban
Dcvclopment 16.0 15.5 t2.31 79.6 I5,0 I.1 9 1.r.8 99. I

liducation 273.4 252.4 I89.rJ4 75.2 l.l-s ti 215.r) I tt.+.9 til.9
The Energy, lnfrastructure and
lnformation Communications
Technology (EI & ICT) 3 5.6 6.5 5.49 84.6 2 7..s 6.8 -s.l 16.5
The Environmental Protcction, Water
and Natural Resourccs 14.7 9.7 ft.0 82.4 I l.l l( ) 6.9 81.4
General Economic and Commercial
Affairs (GECA) 6.7 6.6 5.68 tt6. I 1.9 t5 5 .l 70. r

The Covcrnance, Justice, Law and
Ordcr (GJLOS) I19.2 I I ri.4 87.34 lll.l I l0.lt 110.4 72.6

The Health 26.t 22.2 16.26 73.2 20.1 I6.-5 16..s t00.0
The Public Administration and
lnternational Relations 94.2 92.8 62 n8 67.7 7-.r.9 I _.+ 56.-s 78. l

The Social Protection. Culture and
Recreation ll.l 10.9 8.70 79.4 I0.9 I0.ti 6.6 61.-+

National Security
90.7 90.7 67.90 74.8 rJ.l 7 u-l 7 60. I 709

Totrl
6t7.5 625-8 464,39 71.2 610.5 ss7.1 436.1 78.2
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Table 3.5: Sectoral Development Estimates and Exchequer Issues for the Period

July 2014 to March 2015 (Kshs. Billions)

Source: National Treasury & OCOB

3.3 Donor Releases

In the FY 2014115, Development Partners committed to support the Government with a total of

Kshs.l87.8 billion to complement the Government's efforts of financing the development

activities. The funds comprised of Loans Revenue of Kshs.36.19 billion, Grants Revenue of
Kshs.l0.02 billion, Loans A.I.A of Kshs.100.20 billion, and, Kshs.41.40 as Grants A.LA.

During the period July 2014 to March 2015, the Development Partners disbursed a total of
Kshs.74.52 billion representing 39.7 per cent of the annual donor release estimates, a 23.9 per

cent growth compared to donor releases received in the third quarter period of the FY 2013114 of

Kshs.57.7 billion. The Loans revenue registered the highest absorption rate of 56.1 per cent

while Grants A.I.A registered the lowest absorption rate of 26.2 per cent for the reporting period

as shown in the table 3.6.
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Name of the Sector

F Y 20r4l1s F"y 2013t14

Gross
Est.

Net Est.
Exch.
Issues

% of Exch.
to N. Est.

Gross
Est.

Net
Est.

Exch.
Issues

o/o of
Exch. to
N. Est.

Agriculture, Rural & Urban
Development 44.3 3 8.0 27.53 72.5 38.3 3 3.0 24.1 73.t
Education 35.0 30.4 I 1.98 39.5 30.4 23.0 4.3 t8.9
The Energy, Infrastructure and
In formation Communications
Technology (EI & ICT) 221.3 95.8 69.84 72.9 t 89.0 66.5 39.5 59.4
The Environmental Protection, Water
and Natural Resources 36. I 25.5 t2.51 49.2 43.9 26.1 I 1.6 44.5
General Economic and Commercial
Affairs (GECA) 9.6 9.0 3.57 39.7 5.0 4.7 3.2 67.6
The Govemance, Justice, Law and
Order (GJLOS) |.7 l1.l 4.02 36.2 t4.4 13.7 5.6 40.6
The Health 2t.3 13.9 7.09 51.0 t -s.9 12.3 I t.2 90.9
The Public Administration and
Intemational Relations 102.7 84.5 42.71 50.5 99.6 69.9 36.s 522
The Social Protection, Culture and
Recreation 1 3.0 12.7 6.48 50.9 9.6 9.0 4.3 47.8

Total
494.9 320.9 185.75 57.9 446.2 258.2 140.3 s4.3
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Fundlng Type

Gross
Estlmetec

F^Y

20t4l20rs

Cumulative Dlsbursement as

March 2015

Erdmateg
I"Y

2013t2014

Cumulstive Dlrbursement as

March 2014

Disbursementr 7o Disbursed
against Printed

Estlmates

Disbursementc % Dirburrcd
egalnrt Prlnted

Egtlmetec

Loans Revenue 36.t9 20.29 56. I 46.04 21.09 45.tt

Grants Revenue 10.02 4.62 46.1 l0.tt8 4.t9 3 8.5

Loans A.l.A 100.20 38.75 3 8.7 174.72 28.t2 20.9

Grants A.l.A 4t.40 10.86 26.2 49.01 4.t'7 tt.5

Totals 187.80 74.52 39.7 240.65 57.57 23.9

Table 3.6: Summary of Grants and Loans Disbursement for FY 2014/15 (Kshs.

Billions)

Source : National Treasury

3.4 Consolidated Fund Services (CFS)

The Consolidated Fund Services (CFS) comprise of funds allocated in each financial year

budget towards (i) Public debt which includes; domestic, foreign, and government guaranteed

debts; (ii) Pensions and gratuities; (iii) Salaries and allowances to Constitutional Office holders;

and (iv) payments to International Organisations.

In the FY 20l4ll5 the CFS was allocated Kshs.4l5.6 billion broken down as follows:-

Kshs.378.0l billion for public debt servicing; Kshs.32.36 billion for pensions and gratuities;

Kshs.4.07 billion for salaries and allowances for the Constitutional Office holders; Kshs.l.0l

billion for guaranteed Debt; Kshs.500 million for subscriptions to international organizations and

Kshs.l28 million for miscellaneous Services.

During the reporting period, the total exchequer issues as authorized by COB to the CFS

amounted to Kshs.285.33 billion, equivalent to 68.7 per cent of the annual gross estimates. From

the total exchequer issues, Kshs.259.38 billion was issued to service public debt, Kshs.23.80

billion for pensions and gratuities while Kshs.2.15 billion was for salaries and allowances for the

Constitutional Offi ce holders.

The total expenditure for the CFS during the first nine months of FY 20l4ll5 amounted to

Kshs.301.67 billion representing an absorption rate of 72.6 per cent and exceeded the exchequer

BUoGET ]MPLEMENTATION REVIE\^, REPORT
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of Kshs.285.33 billion by Kshs.l6.3 billion mainly due to direct payments made from the CBK

overdraft facility. The expenditure represented a 56.5 per cent growth compared to Kshs.192.77

billion spent in a similar period of FY 2013l14 (50.7 per cent absorption rate).

Table 3.7: Cumulative Expenditures for CFS as at 3l't March 2015 (Kshs. Millions)

Source: National Treasury

Note; The total CFS exchequer issues of Kshs.285,332 million excludes Kshs.53.I7 billion paid to serviceforeign debtfrom
proceeds of the Euro bond. When included the issues amount to Kshs.338.53 billion.

3.4.1 Public Debt
As at March 2015, the public debt stock stood at Kshs.2.65 trillion and recorded a 6.9 per cent

growth from Kshs.2.48 trillion as at December,2014. The current public debt stock comprises of
Kshs.1.37 trillion as domestic debt and Kshs.1.28 trillion in foreign debt.

The cumulative exchequer issues during the reporting period for the servicing of public debt and

public guaranteed loans amounted to Kshs.259.38 billion. However, actual expenditure was

Kshs.276.09 billion, thus, exceeding the exchequer issues for debt servicing by Kshs.16.33

billion. It is recommended that a special audit be undertaken by the Auditor General to establish

the cause of the difference.

BuDGET IMPLEMENTATIoN REvIEw R!FoRT

Public Debt
378,010 378,010 258,709 275,41s 68.6 72.9 50.7

Pensions and
Gratuities

32,356 32,356 23,797 23,796 73.5 73.5 50.5

Salaries and
Allowances

4,071 4,071 2,150 I ,781 52.8 43.7 44.7

Miscellaneous
Services

128 128

International
Organizations

0.5 0.5

Guaranteed
Loans

I,013 l,013 676 676 66.7 56.5

Totsl
415,579 415,579 285,332 301,668 68.7 72.6 50.7
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Figure 3.1: Public Debt Stock (Dec 2011 to March 2015) in Kshs. Billions
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3.4.1.1 Domestic Debt

As at March,2015, the total domestic debt stood at Kshs.1.37 trillion, a growth of 4.8 per cent

from Kshs.l.3l trillion in December2014. The total exchequer issues for servicing of domestic

debt obligations during the period under review amounted to Kshs. l8l.l5 billion and corr

sisted of Kshs.95.2l billion for principal repayment and Kshs.85.94 billion for interest payments.

3.4.1.2 Foreign Debt

The foreign debt stock as at March , 2015 stood at Kshs.l .28 trillion representing a growth of 9.2

per cent from Kshs.l.l7 trillion as at December 2014. The total exchequer issues released for

foreign debt servicing in the period under review amounted to Kshs.39.95 billion and consisted

of Kshs.2l.92 billion for principal repayment and Kshs.l8.03 billion for interest payments.

Actual expenditure for the period was Kshs.94.26 billion, out of which, Kshs.72.95 billion was

spent on principal repayment and Kshs.2l.3l billion on interest payments. The actual

expenditure was higher than exchequer releases mainly due to direct payments made from CBK

overdraft facility.

BUDGET IMpLEMENTAT|oN REvtEw REPoRT
THIRD QUARTER FY 20I4lI5
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The actual expenditure of Kshs.94.26 billion exceeded exchequer issues by Kshs.54.3l billion. It

is recommended that a special audit be undertaken by the Auditor General to establish the cause

of the difference.

3.4.2 Guaranteed Debt to State Parastatals

In the FY 20l4ll5 Kshs.l.0l billion was allocated towards payment of guaranteed debt by the

National Government for the following projects: Kenya Broadcasting Cooperation's (KBC)

modernisation project loan, Tana and Athi River Development Authority (TARDA) loan for

Tana Delta Irrigation Project, and, the Nairobi City Council loan for Umoja II Housing project.

Actual expenditure on guaranteed loans as at March, 2015 amounted to Kshs.675.97 million

representing an absorption rate of 49.9 per cent. A breakdown of the total expenditure shows that

Kshs.604.84 million was spent towards principal repayment while Kshs.71.l3 million was used

on interest payments. At the time of finalizing this report, the National Treasury was yet to

reconcile the cumulative principal repayments and principal amount disbursed for each of the

three guaranteed loans. Table 3.8 shows the repayment breakdown towards the guaranteed loans.

Table 3.8: Guaranteed Loans Repayment for the Period July 2014 to March 2015.

Source: National Treasury

3.4.3 Salaries and Allowances for Constitutional Office Holders

In the FY 2014115, the National Government allocated Kshs.4.07 billion for payment of salaries

and allowances for Constitutional Office holders. The total exchequer issues released in the

period was Kshs.2.l5 billion, representing 52.8 per cent of the gross estimates. Actual

BUDGET IMPLEMENTATIoN REvIEw REPoRT
THIRD QUARTER FY 20I4lI5

NCC-Umoja
II Housing

I 985 USD 17.00 14.45 0
78.08 0.64 78.72

TARDA 1990 YEN 6,031.00 3,386.I 1,469.4 238.27 34.33 272.60

KBC 1989 YEN 16,198.00 9,415.7 3,389.64 288.49 36.1 6 324.65

Total 604.84 71.13 675.97
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expenditure was Kshs. I .781 million, representing an absorption rate of 43.7 per cent. This was a

significant increase from the 44.7 per cent absorption the same period FY 20l3ll4 where

expenditure stood at Kshs.l.52 billion.

3.4.4 Pensions and Gratuities

The Pension and Gratuities category received a budgetary allocation of Kshs.32.4 billion

representingT.g per cent of the total CFS budgetary allocation in the FY 2014115. During the

reporting period, the total exchequer issues amounted to Kshs.23.80 billion, representing 73.5

per cent of the Pensions and Gratuities gross estimates. Total expenditure for the period was

Kshs.23.80 billion, an absorption rate of 73.5 per cent compared to 50.5 per cent achieved in the

same period of FY 20l3ll4 where expenditure stood at Kshs.l9.3 billion.

3.5 Overall National Government Budget Performance

The Kshs.l.84 trillion National Government Budget for FY 20l4ll5 consists of Kshs.l,103.1

billion for recurrent activities, Kshs.494.9 billion for development progruunmes, and, Kshs.242.4

billion as shareable revenue to the County Governments. An allocation amounting to Kshs.4l5.6

billion was provided for Consolidated Funds Services and is included in the Kshs.l,l03.l billion

under recurrent expenditure. On aggregate, the MDAs have a total allocation of Kshs.687.5

billion for recurrent activities.

Table 3.9: National Government Budget Performance (Kshs. Billions)

Source: National Treasury and MDAs
* Figure does not include estimates for revenue generated by the Counties

BUDGET IMPLEMENTATIoN REvIEw REPoRT
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766.3 72.0% 69.5o/o 990.8 937.7 6t t.4 61.7%Recurrent l,l03.l l,0/.t.4 749.7

47.0o/o 446.7 258.2 I 25.8 28.2%Development 494.9 320.9 185.7 229.8 57.9%

69.60/o 2 10.0* 193.4 86.7 4t.oyoCounty
Governments

242.4* 228.5 r 38.1 168.7 60.4o/o

823.9 49.9o/oTotal I,t40.l 1,590.5 1,073.5 1,164.t 67.sYo 63sYo 1,647.0 1,389.3
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County Golts,
Kshs.168.7 Billion (14.5%)

FY 20L4/7s

FY 2O73/L4

County Golts,
Kshs.86.7 Billion (11%)

Figure 3.2: Composition of Expenditure

Source: National Treasury and MDAs

Figure 3.3: Comparison of Sector Budget Allocations and Expenditure for FY 20l4ll5

GECA
Hxpd,Kshs.9.{)Bn(55.3'Z)

Allocation,Kshs.l6.2 Bn

Social Protection,Culture and Recreation
lixpd,Kshs. I (r. 1 B n(66.1'Yo)

Akl location,Kshs.24. 1Bn

Health Allocation, Kshs.47.4Bn

Environment Protection, Water and Natural Resources
1.6%))

Allocation,Kshs.50.SBn

Agriculture, Rural and Urban Development 1.1Bn(68.3%)
Allocation, Kshs.60.2Bn

National Security n

GJLOS

PAIR

Energy,lnfrastructure and ICT

Education

72.78n(55.6oQ
Allocation,Kshs. 130.9Bn

11 .60/o\
Allcication,

r Expd rAllocation

Kshs.196.9Bn

Kshs.256.9Bn

Allocation,Kshs.308.4Bn
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3.6 MDAs Recurrent Expenditure Analysis

In the Fy 2ol4ll5, the gross estimates for recurrent expenditure for all MDAs amounted to

Kshs.687.5 billion. A review of expenditure by MDAs for the nine months' period shows that

Kshs.464.6 billion was spent on recurrent expenditure, recording an absorption rate of 67.8 per

cent. This is a marginal decline compared to an absorption rate of 68.6 per cent recorded in the

same period of FY 2013ll4 where total recurrent expenditure stood at Kshs.4l8.6 billion.

Analysis of MDA expenditure under the various categories shows that, personnel emoluments

accounts for the biggest share of recurrent expenditure at Kshs.205.5 billion (51.8 per cent of

recurrent expenditure) while transfers to SAGAs amounted to Kshs.l 12.9 billion (28.5 per cent

of recurrent expenditure). Expenditure on personnel emoluments in a similar period of FY

20l3ll4 was Kshs.l96.3 million (55.8 per cent of recurrent expenditure). The Teachers Service

Commission (TSC) had the highest expenditure on personnel emoluments at Kshs.126.2 billion

which was 61.4 per cent of the aggregate MDAs' expenditure of Kshs.205.5 billion on personnel

emoluments.

The Parliamentary Service Commission incurred the highest expenditure on domestic travel at

Kshs.2.0 billion while the Ministry of Foreign Affairs and International Trade had the highest

expenditure on the foreign travel category at Kshs.860.0 million. Domestic travel expenditure by

the Parliamentary Service Commission accounted for 51.5 per cent of the aggregate domestic

travel expenditure by the MDAs, while the foreign travel expenditure by the Ministry of Foreign

Affairs accounted for 37.4 per cent total expenditure on foreign travel by MDAs.

The State Department for Interior recorded the highest expenditure in three categories namely;

Training at Kshs.363.0 million (28.1 per cent of the total MDAs training expenses),

maintenance of motor vehicles and maintenance of other assets at Kshs.266.4 million (31.1 per

cent) and Kshs.244.6 million (40.0 per cent) respectively. The Presidency had the highest

expenditure on Hospitality, Conferences and Catering at Kshs.700.1 million (at32 per cent)

while the Parliamentary Service Commission had the highest expenditure in Printing and

Advertising at Kshs.98.0 million (18 per cent of the category total).

BUoGET IMPLEMENTATION REVIEW REPORT

THIRD QUARTER FY 2OI4I15
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Other O & M expenditure amounted to Kshs.63.3 billion accounting for 15.9 per cent of the total

recurrent expenditure. Some of the MDAs with significant expenditure under the other expenses

category included;

State Department for Education (Kshs.23.2 billion): Expenditure includes Kshs.2l.8 billion

for free primary and secondary education programme, Kshs.599.6 million for food and ration

services and Kshs.86.6million for sanitary and cleaning materials, supplies and services.

State Department for Interior (Kshs.12.0 billion): Amount included Kshs.2.5 billion for

purchase of police and security equipment, Kshs.l.3 billion for food and rations, Kshs.l.6 billion

for medical insurance, Kshs.l.2 billion for electricity, Kshs.l.5 billion for security operation

services, Kshs.870.8 billion for legal fees, arbitration, and compensation payments, and

Kshs.220.0 billion for water and sewage charges.

National Treasury (Kshs.4.6 billion): Amount includes; Kshs.3.0 billion for security operation,

Kshs.847.2 million for group personal insurance, and Kshs.50.l million for electricity costs.

State Department for Coordination of National Government (Kshs.4.0 billion): Expenditure

amount includes; Kshs.3.0 billion for food and rations, Kshs.440.0 million for electricity and

Kshs.155.3 million for water and sewage services.

State Department for Agriculture (Kshs.2.8 billion): Amount includes Kshs.2.2 billion for the

purchase strategic stocks of maize and beans for storage by the National Cereal and Produce

Board.

BUoGET IMPLEMENTATIoN REvIEw REPoRT
THIRO QUARTER FY 20I4lI5
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Figure 3.6: Composition of Recurrent Expenditure

Source: MDAs Mry 2015
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3.7 Analysis of MDAs Development Expenditure

During the first nine months of the FY 2014115, the total development expenditure by the MDAs

was Kshs.229.8 billion, or an absorption rate of 47 per cent. In the similar period of FY 2013/14,

the MDAs spent Kshs.l25.8 billion on development projects, or an absorption rate of 28.2 per

cent. Comparatively, there is increased uptake of development funds in the first nine months of

the FY 20l4l15 as compared to a similar period in the previous financial year.

From the analysis of the development expenditure categories, capital transfers constituted a key

spending item with Kshs.l26.l billion (46.6 per cent) being transferred to Semi-Autonomous

Government Agencies (SAGAs) for capital project implementation. Expenditure on

Refurbishment of buildings, infrastructure and civil works accounted for 33.6 per cent

(Kshs.9l.0 billion) of the total development expenditure of Kshs.229.8 billion by the MDAs.

The total expenditure under the two highest spending categories, namely; capital transfers, and,

refurbishment of buildings, infrastructure and civil works constituted 80.2 per cent of the total

development expenditure. This high allocation of resources to the two development expenditure

categories implies that, these are key determinants of the country's development path. It is

therefore, necessary to continuously assess the performance of programs funded under these

categories.

Table 3.ll shows that the State Department for Transport had the highest expenditure towards

Infrastructure and civil works accounting for 25.6 per cent (Kshs.23.3 billion) of the total

expenditure in the Infrastructure and Civil works category. The State Department of

Infrastructure was the second at 2l .4 per cent having spent Kshs. 19.5 billion.

Other key development expenditure categories included the construction of non-residential

buildings' such as schools, offices and hospitals at Kshs.l0.7 billion and contracted technical and

professional services at Kshs.2.3 billion while Kshs.l.7 billion, was spent on construction of

residential buildings.

During the nine months period, Kshs.40.86 billion was spent under the Appropriations-In-Aid

category while the other development expenditure category incurred Kshs.34.6 billion,

representing 17.8 percent and 12.8 per cent of the total development expenditure respectively.

BUOGET I MPLEMENTATION REVIEW REPORT
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MDAs with significant expenditure under the other development expenditure category include

The National Treasury: Kshs.l0.8 billion spent on other development expenditure includes

Kshs.5.O billion for the civil contingency reserve, Kshs.3.7 billion spent on medical drugs,

dressing and other non-pharmaceutical medical items, Kshs.260.0 on equity participation in

Uchumi Supermarkets Ltd, Kshs.l30.5 million on East Africa Marine System (EAMs) project,

Kshs.320.0 million on equity participation in African Development Bank, Kshs.440 on equity

participation in East African Development Bank, and Kshs.l23.3 million on East and Southern

African Trade and Development Bank.

Ministry of Health: Kshs.3.2 billion spent on other development expenditure includes:

Kshs.884.8 million spent on medical drugs, Kshs.768.5 million for acquiring vaccines,

Kshs.306.l million for hire of medical equipment, plant and machinery, Kshs.252.6 million for

publishing and printing services, Kshs.l89.2 million on accommodation and domestic travel,

Kshs.163.4 million for laboratory materials supplies and small equipment and Kshs.127.8

million for traveling and training.

Ministry of Land, Housing and Urban Development: Other expenditure of Kshs.2.4 billion

includes Kshs. I . I billion for acquisition of land, Kshs.802.5 million for acquisition of specialised

materials for the production of title deeds and Kshs.240.8 million spent on water supplies and

sewerage.

The Ministry of Energy and Petroleum: Other expenditure of Kshs.l.1 billion comprises of

Kshs.7l8.2 million for subsidizing the rural electrification programme, Kshs.13l.3 million for

training of staff and Kshs.70.0 million for boards, committees, conferences and seminars

expenses.

State Department for Interior: Other expenditure of Kshs.l.7 billion includes; Kshs.880.9

million for purchasing police and security equipment, Kshs.459.8 million for acquiring

production supplies for national identity cards, birth and death certificates, and, Kshs.229.5

million for purchasing laboratory equipment.

State Department for Planning: Other expenditure of Kshs.2.3 billion includes; Kshs.780.6

million paid to contractual and casual employees working under the following programmes;

BUoGET IMPLEMENTATIoN REVIEw REPoRT
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Community Empowerment and Institutional Support Programme (CEISP), Programme for

Agriculture and Livelihoods in Westem Communities (PALWECO) and the Youth Development

Initiative Programme. Also included is Kshs.422.9 million for purchasing educational aids and

related equipment for the National Youth Service (NYS), Kshs.738.8 million on hire of

equipment, plant and machinery, Kshs.549.l million on hospitality, boards, committees,

conferences and seminars, and Kshs.289.6 million on refined fuel and lubricants for transport

and production.

State Department for Science and Technology: Other expenditure of Kshs.1.6 billion includes

Kshs.947.4 million for acquiring workshop tools, Kshs.349.3 million for paying wages for

contractual employees, Kshs.l35.0 million on overhaul of plant, machinery and equipment,

Kshs.89.3 million for purchasing of educational aids and related equipment and Kshs.63.0

million spent on water supplies and sewerage expenses.

The State Department for Transport: Other expenditure includes; Kshs.600.0 million for

purchasing boats and Kshs.445.7 million spent on maintenance of aerodromes and airstrips.

The State Department for Environment & Natural Resources: Other expenditure includes

Kshs.530.9 million for purchasing of tree seeds and seedlings under the green schools project,

Kshs.221.9 million for purchase of instrumentation and calibration equipment, and Kshs.170.7

million on water supplies and sewerage expenses.

State Department for Agriculture: Kshs.3.5 billion on other expenditure includes: Kshs.2.1

billion spent on water supplies and sewerage by the National Irrigation Board, Kshs.907.8

million for subsidizing purchase of fertilizer by farmers from the fertilizer and seed fund and

Kshs.400.0 million spent on purchasing certified crop and seeds.

Expenditure on other development activities includes Kshs.l.l billion spent on purchasing of

boats by State Department for fisheries and Kshs.1.3 billion towards development of roads, ports

and jetties by State Department for Infrastructure.

Table 3.11 provides a breakdown of MDAs development expenditure by category

BUoGET I MPLEMENTATIoN REvIEw REPoRT
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Figure 3.7: Composition of MDAs Development Expenditure

Source; MDAs and National Treasury
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3.8 Recurrent and Development Expenditure Analysis by Sector

The recurrent and development expenditure analysis by sectors is presented below.

3.8.1 Agricultural, Rural and Urban Development (AR&UD) Sector

This sector is composed of five departments /ministries namely; Ministry of Land, Housing and

Urban Development, State Department for Agriculture, State Department for Livestock, State

Department for Fisheries, and, the National Land Commission (NLC). The sector has significant

contribution to the country's economy through provision of raw materials for agro-based

industries, agricultural exports as well as availing food for consumption to the Kenyan

population. The goal of the sector is to attain food security, sustainable land management,

affordable housing and urban infrastructure development.

The budgetary allocation to the sector in the FY 20I4l15 was Kshs.60.3 billion representing 3.3

per cent of the total budget, an increase from Kshs.53.3 billion allocated in FY 2013/14. lt

comprises of Kshs.44.3 billion (73.5 per cent) for development expenditure and Kshs.l6.0 billion

(26.5 per cent) for recurrent expenditure. The State Department for Agriculture had the highest

budgetary allocation for both recurrent and development expenditure at Kshs.7.9 billion and

Kshs.2l.36 billion respectively. Conversely, the State Department for Fisheries had the lowest

recurrent budgetary allocation at Kshs.0.97 billion while the National Land Commission had the

least allocation for development activities at Kshs.0.54 billion. Table 3.12 illustrates how the

AR & UD departments/ministries performed.

BUDGET IMPLEMENTATIoN REvIEw REPoRT
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Table 3.12: AR &UD Sector - Analysis of Exchequer Issues and Expenditure as at March,
2015 (Kshs. Billions)

Source: MDAs and National Treasury

During the period under review, the AR&UD sector received total exchequer issues of Kshs.39.8

billion which translates to74.6 per cent of the net estimates. The exchequer issues to the sector

comprised of Kshs.l2.3 billion for recurrent activities representingT9.6 per cent of the annual

recurrent net estimates, and Kshs.27.5 billion for development activities representing 72.5 per

cent of development net estimates.

The State Department for Fisheries received the highest proportion of the recurrent exchequer

issues at 90.2 per cent of the recurrent net estimates while the Ministry of Land, Housing and
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Urban Development received the lowest proportion of recurrent exchequer issues to net estimates

at 64.2 per cent. From the analysis, the State Department for Fisheries received the highest

proportion of exchequer issues to annual net estimates for development activities at 100.0 per

cent while the National Land Commission received the lowest proportion of development

exchequer issues to net estimates at 13.8 per cent. A graphical breakdown of the sectors

exchequer issues is shown in figure 3.8.

Figure 3.8: AR&UD Sector Exchequer Issues (Kshs. Billions
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Source: MDAs and National Treasury

In the nine months'period FY 2014115, the sector's total expenditure was Kshs.4l.l billion

representing an absorption rate of 68.3 per cent. The total expenditure comprised of Kshs.l2.0

billion for recurrent expenditure, representing 75.5 per cent of the annual recurrent budget and

Kshs.29.l billion for development expenditure which represents 65.6 per cent of the annual

development budget. The State Department for Fisheries had the highest absorption rate for

recurrent expenditure at 79.8 per cent while the State Department for Livestock registered the

lowest absorption rate for recurrent budget at 64.4 per cent. On the other hand, the State

Department for Fisheries recorded the highest absorption rate for development budget at 112.0

per cent while National Land Commission recorded the lowest absorption rate at 26.9 per cent on

development budget. The expenditure incurred in excess of the approved estimates under the

State Department for Fisheries was in line with Article 223 of the Constitution, where an MDA

can spend money prior to approval of a Supplementary Appropriation.

BUDGET IMPLEMENTATToN REvtEw REpoRT
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3.8.2 Education Sector

The Sector comprises of the State Department of Education, State Department of Science and

Technology, the Teachers Service Commission (TSC) and affiliated institutions. Education is a

vital component in the realization of Kenya's Vision 2030 and a key economic and social right

recognized by the Constitution of Kenya,2010. As a result, the sector's goal is to increase access

to education and training; improve quality and relevance of education, reduce inequality as well

as exploit knowledge and skills in science, technology and innovation for global

competitiveness.

In the FY 2Ol4l15, this sector was allocated Kshs.308.4 billion representing 16.8 per cent of the

total budget. This is an increase of 11.7 per cent compared to Kshs.276.2 billion allocated in FY

2013114. This allocation comprises of Kshs.273.4 billion (88.7 per cent) for recurrent and

Kshs.35.0 billion (l 1.3 per cent) for development activities.

By the end of the third quarter of FY 2014115, the sector had received exchequer issues

amounting to Kshs.2Ol.8 billion representingTl.4 per cent of the annual net estimates. This

comprised of Kshs.l89.8 billion for recurrent expenditure and Kshs.12.0 billion for development

expenditure.

The recurrent exchequer issues to State Department for Education were Kshs.38.4 billion

representing 76.8 per cent of the annual net recurrent estimates. The State Department for

Science and Technology received Kshs.27.4 billion representingT3.9 per cent of the recurrent

net estimates, while TSC received Kshs.l24.l billion or 75.0 per cent of the annual recurrent net

estimates. The State Department of Science and Technology received the highest exchequer

issues for development activities at Kshs.8.6 billion representing 86.0 per cent of the annual

development net estimates. Figure 3.6 gives a breakdown of the sectors exchequer issues while

table 3.13 provides a detailed analysis of the sector's performance.

BUOGET IMPLEMENTATION REVIE\^/ REPORT
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Tatrle 3.13: Education Sector - Analysis of Exchequer Issues and Expenditure
July 2014 - March 2015 (Kshs. Billions)

Source: MDAs and National Treasury
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Teachers

Scrvice

Commission I 65.5 165.4 124.1 126.2 7 5.0 7 6.1 0.1 0.1

Totd
275.4 ?s2.1 1t9.t 194.t 732 71.O 35.0 30.4 12.0 tt9 39.5 34.0

Totel for the Sector-FY 2014/15
Grors
Ect.

Net
Ert

Erch.
Imucs f,xp.

o/e of
Erch.
to
Net
EsL

.h
oI
ErP.
to
G.
ErL

Recurrent 273.4 252.4 189.8 194.t 7 5.2 7l .0

Development 3 5.0 30.4 l2.o I 1.9 39.5 14.0

turl
tt&a N,A !ua 2M.9 7tA fia
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Figure 3.9: Education Sector Exchequer Issues (Kshs. Billions)

State Department for Education

State Department for Science and

Technology

Recurrent Kshs.38.4 Bn
(91.8%)

Recurrent Kshs. 27.4 Bn
(76.2%)

Dev, Kshs. 3.4 B[ (&.216]

oev, rsrrsiS.6Bn W.s%,

Teachers Service Communication
Recurrent Kshs. 124.1 Bn

(100%)

Source: MDAs and Nationul Treasun'

The sector's expenditure for the first nine months' of FY 20l4ll5 was Kshs.205.9 billion

representing an absorption rate of 66.8 per cent of the gross estimates. The sector spent

Kshs. 194.1 billion on recurrent activities and Kshs.l I .9 billion on development activities, or an

absorption of 71.0 per cent and 34.0 per cent respectively. TSC had the highest reculrent

expenditure at Kshs.126.2 billion, representing an absorption rate of 76.3 per cent. Conversely,

the State Department for Science and Technology had the lowest reculrent expenditure of

Kshs.30.l billion, representing an absorption rate of 56.0 per cent. The State Department of

Science and Technology had the highest development expenditure of Kshs.9.l billion,

representing an absorption rate of 86.0 per cent. The TSC for did not report any development

expenditure during the period ending March, 2015.

3.8.3 The Energy, Infrastructure and Information Communications

Technology (EI & ICT) Sector

This sector comprises of four departments/ministries which include; State Department for

Infrastructure, State Department for Transport, Ministry of Information Communication and

Technology and Ministry of Energy and Petroleum. The sector is geared towards becoming a

world-class provider of cost-effective public utility infrastructure facilities and services in the

areas of energy, transport and ICT that meet international standards to make Kenya a globally

competitive country.
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The budget allocation to the sector amounted to Kshs.256.9 billion representing 14 per cent of

the FY 20l4ll5 budget, an increase from Kshs.2l6.5 billion allocated in FY 2013114. The

allocation includes Kshs.35.6 billion for recurrent activities and Kshs.221.3 billion for

development expenditure. The State Department for Infrastructure had the highest allocation for

both recurrent and development activities at Kshs.25.8 billion and Kshs.99 billion respectively.

Conversely, the Ministry of Information, Communication and Technology had the lowest

allocation for both recurrent and development activities at Kshs.2 billion and Kshs.8.2 billion

respectively as shown in table 3.14.

Table 3.14: EI & ICT Sector - Analysis of Exchequer Issues and Expenditure July 2014 -
March 2015 (Kshs. Billions)

Source: MDAs and National Treasury

State Department

for Infrastructure 2s.8 1.4 1.0 t9.l 69.3 7 4.t 99.0 59.0 4l .8 47.5 70.8 4n.0

State Department

for Transport 5.8 1.4 1.0 78.8 16.5 39.8 7.8 3.7 25.tt 47.8 64.8

Ministry of
Information,
Communication and

Technology 2.0 1.9 1.9 t.7 97.t 82.8 8.2 4.9 3.2 3.1 64.9 38.0

Ministry of Energy
and Petroleum 2.0 1.7 1.5 0.8 87.8 42.4 74.3 24.t 21.2 17.3 87.8 23.3

Totrl lor the Sector - IrY 2014/15
Grorr
Ect

Net
Et.

Erch.
Irrucr ExD.

Yo oI
Erch.
to
Nct
ErL

'/t ol
Erp.
to G.
EEt

Recurrent 3s.6 6.5 5.5 22.6 84.6 63.4

Development 221.3 95.8 69.8 93.7 72.9 42.3
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During the nine months period of FY 2014/15, the sector received exchequer issues amounting to

Kshs.75.3 billion which translates to 13.6 per cent of the sector's annual net estimates.

Exchequer issues comprised of Kshs.5.5 billion for recurrent expenditure and Kshs.69.8 billion

for development expenditure, translating to 84.6 per cent and 72.9 per cent respectively of the

annual net estimates. Figure 3.10 provides a breakdown of the exchequer issues for each

department/ministry.

Figure 3.10: EI & ICT Exchequer Issues (Kshs. Billions)

State Department for Infrastructure

State Department for Transport

Ministry of Information, Communication and
Technology

Ministry of Energy and Petroleum

Source: MDAs and National Treasury

Total expenditure for EI & ICT sector during the period under review was Kshs.l16.3 billion

translating to absorption rate of 45.2 per cent of the sector's gross estimates. This comprised of

Kshs.22.6 billion as recurrent expenditure, representing an absorption rate of 63.4 per cent and

Kshs.93.7 billion on development expenditure, an absorption rate of 423 per cent.

The Ministry of Information, Communication and Technology recorded the highest absorption

rate for recurrent expenditure at 82.8 per cent while the State Ministry of Energy and Petroleum

recorded the lowest absorption rate at 42.4 per cent. The State Department for Transport had the

highest absorption rate at 64.8 per cent on development activities while the Ministry of Energy

and Petroleum recorded the lowest absorption rate at 23.3 per cent by spending Kshs.l7.3 billion

in the nine months'period.
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3.8.4 Environmental Protection, Water and Natural Resource Sector

The sector consists of three departments/ministries namely: the State Department for

Environment & Natural Resources; State Department for Water and Regional Authorities and

Ministry of Mining. The sector endeavours to provide decent, secure and habitable environment

as well as access to clean water. It also promotes mineral exploration and mining management,

development of mineral development policies, conducting inventory and mapping of mineral

resourc0s.

In the FY 2014115, the sector was allocated Kshs.50.8 billion which is 2.8 per cent of the total

budget estimates, a decrease from the Kshs.57.l billion allocated in FY 2013114. A total of

Kshs.14.7 billion (29 per cent) was allocated for recurrent activities while Kshs.36.l billion (71

per cent) was for development activities. The State Department for Water and Regional

Authorities received the highest allocation of Kshs.31.2 billion, or 61.5 percent of the sector's

total budget allocation. The Ministry of Mining was allocated the lowest amount of Kshs.l.9

billion representing 3.9 per cent of the total sector budget. Table 3.15 provides an analysis of the

sector's expenditure.

Table 3.15: Environmental Protection, Water and Natural Resources Sector - Analysis of
Exchequer Issues and Expenditure (Kshs. Biltion)

BUDGET IMPLEMENTATIoN REvIEw REPoRT

State Departrnent

for Environment &
Natural Resources 9.7 6.9 5.7 s.7 82.4 5t.t 7.8 6.4 3.7 3.8 57.2 4t.5

State Departnent
for Water &
Regional
Authorities 4.2 2.1 1.8 1.8 85.9 43.5 27.O 17.8 8.5 t4.l 47.7 52.1

Ministry of Mining
0.7 0.7 0.5 0.5 7 t.o G,S 1.2 1.2 0.3 03 28.3 23.5
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Totrl for the Scctor - ['Y 20lrU13
Grorc
Ert

Net
Est

Erch.
kmcr Exn.

Vo oI
ErcL
b
Nct
Ert

t/o of
Erp.
bG.
E3t

Recurretrt

14.7 9.7 8.0 8.0 82.3 54.7

Development

36.1 ,q s t2.5 18.2 49.2 50.4

Source: MDAs and National Treasury

Exchequer issues to the sector amounted to Kshs.20.5 billion which represents 58.3 per cent of
the annual net estimates. This comprised of Kshs.S.O billion towards recurrent expenditure

representingS2.3 per cent of the recurrent net estimates and Kshs.l2.5 billion for development

expenditure representing 49.2 per cent of the development net estimates. Of the total recurrent

exchequer issues, the State Department for Water and Regional Authorities received the highest

proportion of exchequer issues to recurrent net estimates at 85.9 per cent, followed by the State

Department for Environment and Natural Resources which received Kshs.5.7 billion (82.4 per

cent) whereas the Ministry of Mining had the lowest at Kshs.O.5 billion (71 per cent). Figure 3.ll
illustrates the exchequer issues to the sector.

Figure 3.11: Environmental Protection, Water and Natural Resources Sector -
Exchequer Issues (IGhs. Billions)

Source: National Treasury
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During the nine months' period, total expenditure for the sector was Kshs.26.2 billion translating

to an absorption rate of 51.6 per cent. A total of Kshs.8.0 billion was spent on recurrent activities

which represents an absorption rate of 54.7 per cent while Kshs.18.2 billion was spent on

development activities translating to absorption rate of 50.4 per cent. The Ministry of Mining

reported the highest absorption of recurrent budget at 64.5 per cent while the State Department

for Water and Regional Authorities reported the lowest absorption rate at 43.5 per cent. The

State Department for Water and Regional authorities had the highest absorption of development

budget at 52.1 per cent while the Ministry of Mining had the lowest absorption rate at 23.5 per

cent.

3.8.5 General Economic and Commercial Affairs (GECA) Sector

The General Economic and Commercial Affairs (GECA) Sector comprises of three departments

namely; Industrialization and Enterprise Development, State Department for East African Affairs

and State Department for Commerce and Tourism. The sector aims at promoting regional

integration and cooperation; growth and development of commerce; tourism promotion and

development; savings and investment mobilization; employment creation; and industrial and

entrepreneurship development. The sector contributes significantly to the overall national

development agenda accounting for about 33 per cent of the overall GDP. It is also a major

source of government revenue in form of taxes, duties, license fees, National Park entry fees,

among others.

The budgetary allocation to the sector in the FY 2014115 was Kshs.l6.2 billion consisting of

Kshs.6.7 billion (41.4 per cent) for recurrent expenditure and Kshs.9.6 billion (58.6 per cent) for

development expenditure. The sector's allocation of Kshs.16.3 billion in the FY 2014115 is an

increase of 26.4 per cent from the Kshs.l2.9 billion allocated in FY 2013114. The State

Department for Commerce and Tourism was allocated the highest amount of Kshs.2.8 billion for

recurrent expenditure while the State Department for East African Affairs was allocated the least

at Kshs.l.6 billion. The Ministry of Industrialization and Enterprise Development was allocated

the highest amount of Kshs.7.4 billion for development expenditure while the State Department

for East African Affairs was allocated the lowest at Kshs.0.l billion.
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2.1 31.2 2E.37.4 6.9 2.2,, 97.4 97.82.3 2.3 2.2

Ministry of
lndustrialisation and

Enterpnse

Dcvelopment

0.03 42.976.7 0.11.3 1.2 8l .61.6 t.6
State Department for
East African Affairs

62.51.4 t.3 68.079.4 75.9 2.1 2.t2.7 11 2.1

State Department for

Commercc &
Tourism 2.8

356J 6,6T{ad

'/o ol
Erp.
to G.Erch.

Imuer Ern.

e/t ol
Erch. to
Net E;t

Grorr
Ert

Net
EstTotrl for the sector - FY 2014/15

83.66.6 5.7 5.6 86. l6.7
Recurrent

3s.89.0 3.6 3.4 39.79.6
Development

Table 3.16: GECA Sector - Analysis of Exchequer Issues and Expenditure July 2014 -
March 2015 (Kshs. Billion)

Source: MDAs and National Treasury

The total exchequer issues to the sector by the end of third quarter of FY 20l4l15 were Kshs.9.3

billion representing 59.3 per cent of the net estimates. This comprised of Kshs'5.7 billion for

recuffent expenditure (86.1 per cent of reculrent net estimates) and Kshs.3.6 billion for

development expenditure (39.7 per cent of development net estimates). The State Department for

Commerce and Tourism received Kshs.2.2 billion, which is79.4 per cent of the Department's

annual net estimates while the State Department for East African Affairs received Kshs.l.3

billion, representing 81.6 per cent of the annual reculrent net estimates. The Ministry of

Industrialization and Enterprise Development received Kshs.2.2 billion, representing 97.4 per

cent of the annual recurent net estimates.
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On development expenditure, the State Department for Commerce and Tourism received the

highest proportion of exchequer issues to development net estimates at 68 per cent while the

Ministry of Industrialization and Enterprise Development had the lowest proportion of exchequer

issues to the annual development net estimates at 31.2 per cent. The State Department for East

African Affairs did not receive exchequer issues towards development activities. Figure3.l2
shows exchequer issues to the sector's departments.

Figure 3.12: Exchequer Issues for GECA (Kshs. Billions)

State Department for Commerce & Tourism Rcanrrcnt, Kshr.2,2 Bn

16tr:/ol

State Department for East African Affairs Racurr.nt, K*rr 1.3 Bn
(loo%)

Ministry of Industrialisation and Enterprise R.Grrrrud, Krhr"2.2 8n

l50P/ol

Source: National Treasury

Total expenditure for the sector in the nine months period of FY 2}l4ll5 was Kshs.9.0 billion
representing an absorption rate of 55.4 per cent. A total of Kshs.5.6 billion was spent on

recurrent activities representing an absorption rate of 83.6 per cent while Kshs.3.4 billion was

spent on development activities representing an absorption rate of 35.8 per cent. The State

Department for East African Affairs spent Kshs.I.2 billion on recurrent activities or an

absorption rate of 76.7 per cent for recurrent activities, the State Department for Commerce and

Tourism spent Kshs.2.l billion or an absorption rate of 75.9 per cent while the Ministry of
Industrialization and Enterprise Development spent Kshs.2.2 billion, representing an absorption

rate of 97.8 per cent for recurrent activities.

On development expenditure, the Ministry of Industrialization and Enterprise Development spent

Kshs.2.l billion or an absorption rate of 28.3 per cent and the State Department for Commerce

and Tourism spent Kshs.l.3 billion or an absorption rate 62.5 per cent.

BUDGET IMPLEMENTATIoN REVIEw REPoRT
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This sector plays a pivotal role in the growth of the economy as its main undertaking is to

promote Kenya products locally and internationally through commerce, tourism, industrialization

and enterprise development. The sector has been affected by insecurity, especially the tourism

sub-sector.

3.8.6 Governance, Justice, Law and Order Sector (GJLOS)

The GJLOS sector comprises of 14 departments/ministries which include; Ministry of Interior

and Coordination of National Government, Office of the Attorney General and Department of

Justice, Directorate of Public Prosecution (DPP), the Judiciary, Judicial Service Commission

(JSC), Ethics and Anti-Comrption Commission (EACC), Kenya National Commission for

Human Rights (KNCHR), Registrar of Political Parties (RPP), Witness Protection Agency

(WPA), National Police Service Commission (NPSC), Independent Electoral and Boundaries

Commission (IEBC), National Gender and Equality Commission (NGEC), Commission for

Implementation of the Constitution (CIC) and Independent Police Oversight Authority (IPOA).

The role of the sector includes provision of security, prosecution services, management of

elections and electoral boundaries, ensuring good governance and accountability of public

resources, registration and regulation of political parties, facilitate and oversee constitution

implementation. The sector also aims at protecting and promoting human rights, rehabilitation,

reintegration and resettlement of custodial and non-custodial offenders, providing migration

services, maintaining law and order, judicial and legal services and promotion of cohesion,

transparency and integrity.

During the FY 2014115, the sector was allocated Kshs.130.9 billion translating to 7.I per cent of

the total budget and a slight decline from the Kshs.13l.9 billion allocated in FY 20l3ll4.The

sector was allocated Kshs.1 19.2 billion (91 . 1 per cent) towards recurrent activities and Kshs. I I .7

billion (8.9 per cent) for development activities. The state Department for interior had the highest

budgetary allocation for recurrent activities in the sector at Kshs.79.3 billion while Judiciary had

the highest allocation for development expenditure in the sector at Kshs.5.6 billion.

BUoGET IMPLEMENTATIC)N REVIE\^/ REPORT
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State

Department for
Interior 79.3 78.9 56.7 44.O 71.9 s5.5 4.4 4.3 2.4 2.3 55.4 5l-7

State

Department for
Coordination

of National
Government 15.4 15.4 t3.7 10.5 89.0 58.0 0.7 0.7 0.3 0.4 43.8 54.8

Office of the

Attomey
General and

Department of
Justice 3.7 3.4 2.0 2.0 60. l 52.s 0.5 0.2 0.1 0.1 38. l 21.0

The Judiciary I 1.9 I 1.9 7.8 6-7 65.9 56.7 5.6 5.6 t.2 t.0 20.8 173

Ethics and

Anti-
Comrption
Commission 1.5 1.5 1.2 t.l 78.3 73.6 0.3 0.1

Directorate of
Public

Prosecutions 1.7 1.7 1.0 0.8 58.7 45.1 0.1 0.1 0.05 3't.7

Commission

for the

Implementation

of the

Constitution 0.3 0.3 0.2 OJ 70.8 82.2

Registrar of
Political Parties 0.5 0.5 0.4 0.4 89.7 92.1

Witness

Protection
Authority 0.2 0.2 0.2 0.2 78.6 84.0

Kenya National
Commission of
Human Rights 0.4 0.4 0.3 OJ 7t.s 66.0

Independent

Electoral and

Boundaries

Commission 3.0 3.0 3.0 2.t 100.0 69.8 0.1 0.1 0.04 0.04 40.0 393

Table 3.17: GJLOs Sector - Analysis of Exchequer Issues and Expenditure Juty 2014

- March 2015 (Kshs. Billions)
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Judicial

Service

Commission 0.4 0.4 0.1 0.1 30.9 26.6

National Police

Service

Commission 0.3 0.3 0.3 0.2 99.6 8E.9

National

Gender and

Equality
Commission 0.3 0.3 0.2 0.2 61.7 53.7

Independent

Police

Oversight

Authority 0.2 0.2 0.2 0.2 76.2 97.7

i tditlf bsrhr-trrratan3 +
Erti

lid
lrL

f,.d.
I* $o.

Recurrent
tt9.2 I18.4 87.3 69.0 73.7 s7.9

Development
I 1.7 l1.l 4.0 3.7 36.2 32.0

Soarce: MDAs and National Treasury

Exchequer issues to the sector during the reporting period amounted to Kshs.9l.4 billion

representing 70.5 per cent of the sector's annual net estimates. This comprised of Kshs.87.3

billion for recurrent expenditure, representing 73.7 per cent of the annual recurrent net estimates

and Kshs.4.0 billion for development expenditure, representing 36.2 per cent of the annual

development net estimates. The IEBC received the highest proportion of exchequer issues to net

estimates for recurrent expenditure at 100.0 per cent while JSC had the lowest proportion at 30.9

per cent. Figure 3.13 presents an analysis of exchequer issues to the GJLOs sector.

BUDGET IMPLEMENTATIoN REvIEw REPoRT
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Figure 3.13: Analysis of Exchequer Issues for GJLOS (Kshs. Billions)

Source: National Treasury

During the nine months period of FY 2014115, total expenditure amounted to Kshs.72.7 billion

which represents an absorption rate of 55.6 per cent. The sector spent Kshs.69.0 billion on

recurrent activities, an absorption rate of 57.9 per cent and Kshs.3.7 billion on development

activities representing an absorption rate of 32.0 per cent. The Independent Police Oversight

Authority recorded the highest absorption of recurrent budget at 97 .7 per cent while the Judicial

Service Commission recorded the lowest absorption rate of 26.6 per cent. On development

expenditure, the State Department for Coordination of National Government had the highest
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absorption of development budget at 54.8 per cent whereas the Judiciary had the lowest

absorption rate of 17.3 per cent.

3.8.7 The Health Sector

The Health sector has one ministry, i.e. Ministry of Health. The Ministry discharges its function

through eight Semi-Autonomous Government Agencies (SAGAs) namely; Kenyatta National

Hospital (KNH), Moi Teaching and Referral Hospital, Kenya Medical Research Institute

(KEMRI), Kenya Medical Supplies Agency (KEMSA), Kenya Medical Training College

(KMTC), National Health Insurance Fund (NHIF), National AIDS Control Council (NACC) and

HIV & AIDS Equity Tribunal. The SAGAs are specialized in health service delivery; medical

research and training; procurement and distribution of drugs; and financing through health

insurance. The sector's mandate is to promote and participate in the provision of integrated and

high quality curative, preventive and rehabilitative services that are equitable, responsive and

accessible to all Kenyans.

The budgetary allocation to the sector in FY 20l4l15 was Kshs.47.4 billion or 2.6 per cent of the

total budget an increase compared to Kshs.36.2 billion allocated in FY 2013114. The allocation

comprised of Kshs.26.l billion (55.0 per cent) for recurrent expenditure and Kshs.2l.3 billion

(45.0 per cent) for development expenditure.

In the first nine months of FY 2014115, the total exchequer issues to the sector amounted to

Kshs.23.4 billion representing 64.7 per cent of the annual net estimates. Recurrent exchequer

issues to the sector were Kshs.l6.3 billion representingT3.2 per cent of the annual recurrent net

estimates while the development exchequer issues were Kshs.7.1 billion, representing 5l per

cent of the annual development net estimates.

Aggregate expenditure for the sector by the end of the third quarter of FY 2014/15 amounted to

Kshs.26 billion, representing an absorption rate of 54.8 per cent of the gross estimates. The

recurrent expenditure by the sector amounted to Kshs.l7.7 billion, representing an absorption

rate of 68 per cent of the recurrent gross estimates while development expenditure was Kshs.8.2

billion, representing an absorption rate of 38.7 per cent of the gross development estimates.

Table 3.18 give a summary of how the Health sector performed.
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FY 20l4l15 Recurrent FY 2014/15 Development

Vote Gross
Est.

Net
Estimates

Excheq
rler

Issues
Exp.

o//o

Exch.
Issue
sto
Net
Est.

Exp
to G.
Est

Gross
Est.

Net Eit.
Ercheq

uer
lssuec

Exp,

o/o

Erch.
Issues
to Net
Est

e/c Erp to
G. Est.

Hcalth
26.t 22.2 16.3 17 .1 73.2 611.0 2l.l 13.9 7.1 8.2 5 t.0 3 tt.7

Total
25.1 22.2 16.3 17.7 73.2 68.0 21.3 13.9 7.1 8-2 51.0 38.7

Total for the Sector FY 20l4ll5 Gross
Est.

Net Est.
Exch.
Issues

Exp.

o/o

Exch.
Issues
to Net
Est.

7o Exp. to
G. Est.

Recurrent
26.1 22.2 l6.l t7.7 73.2 68.0

Dcvelopment
21.3 I 3.9 7.1 t1.2 5 r.0 3 8.7

Total
47.4 36.r 23.4 26.0 64.7 54.8

Table 3.ltl Health Scctor - Analvsis ol'Exchequer Issues and Expcnditure.Iuly 2014

- \larch 2015 (Kshs. Billion)

Source: MDAs and National Treasury

3.8.8 The Public Administration and International Relations (PAIR) Sector

The Public Administration and International Relations (PAIR) sector comprises of the following

ministries/departments; The Presidency, Ministry of Devolution and Planning, Ministry of

Foreign Affairs, The National Treasury, Parliamentary Service Commission, Commission on

Revenue Allocation, Public Service Commission, Salaries and Remuneration Commission,

Auditor General, Controller of Budget and the Commission on Administrative Justice. The sector

plays a significant role in national policy formulation and implementation, monitoring and

evaluation of government projects. In addition, the sector links all other sectors with the rest of

the world on matters of international treaties, agreements, co-operation and resource

mobilization.

Total allocation to the PAIR sector amounted to Kshs.l96.9 billion (l I per cent of total budget),

an increase from Kshs.l73.5 billion allocated in FY 2013114. Allocation for recurrent

expenditure was Kshs.94.2 billion, which is 47.8 per cent of the sector's budget while
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Kshs.l02.7 billion was for development expenditure which is 52.2 per cent. The National

Treasury had the highest allocation for recurrent expenditure of Kshs.37.8 billion whereas the

Commission on Revenue Allocation had the lowest allocation of Kshs.0.3 billion. On

development expenditure allocation, the State Department for Planning had the highest allocation

of Kshs.53.4 billion and the Public Service Commission had the lowest allocation of Kshs.0.2

billion. Table 3.19 illustrates the PAIR Sector exchequer issues and expenditure analysis.

Table 3.19: PAIR Sector - Analysis of Exchequer Issues and Expenditure July 2014 -
March 2015 (Kshs. Billion)

BUDCET IMPLEMENTATION REVTEW REPORT
THTRD QUARTER FY 2OI4IIE

86. I3.5 3.9 100.0 lll.6
0.8

0.8 0.8 0;7
99.5

The Presidency
3.5 3.5

29.8 34.6
58.9

64.814.8 14.6 I 1.0 9.8 75.1 66.0 53.4 50.5

State

Department for
Planning

2.2
69.8

43.911 2.2 2.2 2,7 100 t22.1 5.1 3.5 2.5

State

Department for
Devolution

3.98.1 4.8 82.3 44.r 1.6 1.6 o-2 0.1
10.5

Ministry of
Foreign Affairs
and

Intemational
Trade

10.9 9.8

24.4 8.8 14.5
36.1

38. I
The National
Treasury 37.8 37.8 t7.3 2t.t 45.7 55.8 38. I

3.1 0.6 o.7
18.9

2t.620.0 20.0 17.4 14.9 87.2 74_6 3.1

Parliamentary

Service

Commission

48. I

Commission on

Revenue

Allocation
0.3 0.3 0.1 0.1 5l .3

0.2 0.1 0.t
7t.2

7l .00.9 0.9 0.6 0.6 73.4 73.7 0.2
Public Service

Commission



OFFICE oF THE CoNTRoLLER oF BUDGET

Salaries and

Remuneration

Commission
0.4 o.4 0.2 0.2 47.3 54.9

Auditor
General 2.6 2.5 2.0 1.8 80.4 68.5 0.4 0.4

Conholler of
Budget 0.4 0.4 0.2 0.2 44.5 5l.l

Commission on

Administrative
Justice

0.4 0.4 0.2 0.2 63.9 59.5

1o2.7 84.s 42.7 s2.9 50.5 51.5

Td.frrfi*firtlr-ffml{fl, Grrr
Elt,

Itct
trr.

Il.L.
Ilrna EtP.

,,Ld
D*h. h
l&tBot

'hst
Erp.to
c.Ed"

Recurrent
94.2 92.8 62.9 50.4 67.7 64.1

Development
102.7 84.s 42.1 52.9 50.5 51.5

Source: MDAs and National Treasury

In the nine months' period of FY 2014115, total exchequer issues to the sector were Kshs.105.6

billion. The recurrent exchequer issues were Kshs.62.9 billion or 67 .7 per cent of the annual net

reclrrent estimates while the development exchequer issues were Kshs.42.7 billion or 50.5 per

cent of the annual net development estimates. The State Department for Devolution received

Kshs.2.2 billion and the Presidency received Kshs.3.5 billion in recurrent exchequer issues both

representing the highest proportion of recurrent exchequer issues to annual recurrent net

estimates at 100 per cent. The Office of the Controller of Budget received Kshs.191.5 million,

the lowest proportion of recurrent exchequer issues to recturent net estimates at 44.5 per cent.

The Presidency received Kshs.782 million in development exchequer issues. This represented

the highest proportion of development exchequer issues to development net estimates at 99.5 per

cent. Figure 3.14 shows exchequer issues to all the departments/ministries in PAIR.
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Figure 3.14: Analysis of Exchequer Issues for PAIR (Kshs. Billions)
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The total expenditure for the first nine months of FY 20l4ll5 amounted to Kshs.ll3.4 billion,

representing an absorption rate of 57.6 per cent. The total recurrent expenditure for the period

was Kshs.60.4 billion or 64.1 per cent of the recurrent expenditure estimates while the total

development expenditure was Kshs.52.9 billion or 51.5 per cent of development expenditure

estimates.

The State Department for Devolution had the highest reculrent expenditure in proportion to the

annual gross estimate at 122) per cent whereas Ministry of Foreign Affairs had the lowest

recurrent expenditure in proportion to gross estimate at 44.1 per cent. The expenditure incurred

in excess of the approved estimates under the State Department for Devolution was in line with

Article 223 of the Constitution, where an MDA can spend money prior to approval of a

Supplementary Appropriation. The Presidency recorded the highest percentage of development

expenditure to gross estimates at 86.1 per cent and the Office of the Auditor General and

Parliamentary Service Commission did not record expenditure on development activities.
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3.8.9 Social Protection, Culture and Recreation Sector

The sector consists of two departments namely; The Labour, Social Security and Services, and

Sports, Culture and Arts. The sector contributes to Kenya's development through promotion of
harmonious industrial relations, safety and health at workplace, employment promotion,

industrial training, productivity management, national human resource planning and

development, social security, children welfare, and social development.

The sector had a budgetary allocation of Kshs.24.l billion which is 1.3 per cent of the total

budget. Of the total sector budget, Kshs.l l.l billion (46 per cent) was for recurrent expenditure

and Kshs. 13.0 billion (54 per cent) for development expenditure. The Ministry of Labour, Social

Security and Services had a budget allocation of Kshs.8.5 billion as recurrent expenditure and

Kshs.l 1.6 billion as development expenditure while the Ministry of Sports, Culture and Arts was

allocated Kshs.2.6 billion as recurrent expenditure and Kshs.l.4 billion as development

expenditure. Table 3.20 gives a breakdown of the two ministries under review.

Table 3.20: Social Protection, Culture and Recreation Sector - Analysis of
Exchequer Issues and Expenditure (Kshs. Billions)

Source: MDAs and National Treasury
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During the reporting period ending March, 2015, exchequer issues to the sector amounted to

Kshs.15.2 billion translating to 64.1 per cent of the sector's annual net estimates. The Ministry of

Sports, Culture and Arts had the highest proportion of exchequer issues to annual net estimates at

82.6 per cent for recurrent and at 87.1 per cent for development while the Ministry of Labour,

Social Security and Services had the lowest proportion of exchequer issues to the net estimates at

78.4 per cent for recurrent expenditure and at 46.8 per cent for development. Figure 3.15

provides a graphical representation of exchequer issues for the two ministries

Figure 3.15: Social Protection, Culture and Recreation Exchequer Issues (Kshs.
Billions)

Ministry of Labour Social Security and Services

Ministry of Sports,Culture and Arts

Source: National Treasury

Total expenditure for the period under review was Kshs.l6.l billion, representing an absorption

rate of 66.7 per cent. The total recurrent expenditure was Kshs.7.4 billion while development

expenditure was Kshs.8.7 billion, an absorption rate of 66.8 per cent and 66.7 per cent

respectively. Comparatively, the Ministry of Sports, Culture and Arts had the highest absorption

of the development expenditure at 79.2 per cent while the Ministry of Labour, Social Security

and Services absorbed 65.3 per cent of the development budget.

From the analysis, the Ministry of Labour, Social and Security Services generated Kshs.33.1

million as A-I-A with registration of groups raising the highest amount at Kshs.25.8 million for

the nine months period. The Ministry of Sports, Culture and Arts raised a total of Kshs.9.5
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million as A-I-A, a 91.5 per cent of the approved annual estimate of Kshs. 10.4 million. The Film

Censorship Services generated the highest amount of Kshs.6.5 million for the nine month period.

3.8.10 National Security Sector

This sector consists of the Ministry of Defence and National Intelligence Services (NIS). The

mandate of this sector is to safeguard the security of the country against any threats emanating

both from within and without the borders, defend the country and provide support to civil power

in the maintenance of peace and order.

In FY 2014115, the National Security Sector was allocated Kshs. 90.7 billion representing4.9 per

cent of the total budget, which was entirely for recurrent expenditure. The Defence sub-sector

was allocated Kshs.73.3 billion while the National Intelligence Service sub-sector was allocated

Kshs.17.4 billion. Table 3.21 gives a breakdown of the National Security sector.

Table 3.21: National Security Sector - Analysis of Exchequer Issues and Expenditure July 14

to March 15 (Kshs. Billions)

Source: MDAs and National Treasury

During the first nine months'period of FY 2014115, exchequer issues to the sector amounted to

Kshs.67.9 billion representing74.S per cent of the annual net estimates. The Ministry of Defence

received Kshs.56.l billion while the National Intelligence received Kshs.l 1.8 billion, translating

to 7 6.5 per cent and 67 .9 per cent of annual respective net estimates.
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The sectors' total expenditure was Kshs.67.8 billion, translating to an absorption rate of 74.7 per

cent of the gross estimates. The Ministry of Defence spent Kshs.55.4 billion, representing an

absorption rate of 75.6 per cent of the gross estimates while the National Intelligence Service

spent Kshs.l2.4billion, an absorption rate of 71.2 per cent of gross estimates.
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4.0 PERFORMANCB OF BUDGET BY PROGRAMMES _ JULY 2OI4 TO
MARCH 2OI5

This chapter presents analysis of MDAs budget performance based on programmes implemented

during the first nine months of FY 2014115. Approved gross estimates and expenditure is

analysed by programme for both recurrent and development expenditure and provides

implementation status for each programme.

4.1 Agricultural, Rural and Urban Development (AR&UD) Sector

The AR&UD sector was allocated Kshs.60.3 billion to implement 14 programmes during the FY

2014115. This allocation comprised of Kshs. 16.0 billion (26.5 per cent) for recurrent programmes

expenditure and Kshs.44.3 billion (73.5 per cent) for development programmes. The Crop

Development and Management programme under the State Department for Agriculture received

the highest allocation at Kshs.l2.9 billion which was 21.4 per cent of the total allocation for the

sector. On the other hand, the Livestock Resources Management and Development programme

under the State Department for Agriculture received the lowest allocation at Kshs.0.02 billion.

Expenditure for the first nine months of FY20l4ll5 was Kshs.4l.l billion comprising of

Kshs.l2.0 billion as recurrent expenditure and Kshs.29.l billion as development expenditure.

The recurrent expenditure represents an absorption rate of75.5 per cent ofthe annual budget for

recurrent programmes while development expenditure translates to 65.6 per cent of the annual

budget for development programmes in the sector.

In Table 4.1 the analysis of the programme performance for the period under review shows that

the Govemment buildings under Ministry of Lands, Housing and Urban Development spent

Kshs.l.8 billion and recorded the highest absorption rate at 100 per cent while the Agribusiness

and Information Management programme under the same Department spent Kshs.l.l billion,

recording the lowest absorption rate at 31.8 per cent.
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Table 4.1: Analysis of AR &UD Sector Programmes (Kshs. Billions)
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4.2 Education Sector

The Education sector was allocated Kshs.308.4 billion to implement 12 prograrnmes in the FY

2014115. This allocation comprised of Kshs.273.4 billion (89 per cent) for recurrent prograrnmes

expenditure and Kshs.35.0 billion (11.3 per cent) for development programmes. Teachers'

Resource Management Programme under the Teachers Service Commission received the highest

allocation at Kshs.161.1 billion which was 52.2 per cent of the total allocation for the sector

while the Governance and standards program received the lowest allocation at Kshs.O.l billion

which was 0.03 per cent of the total allocation for the sector.

Expenditure for the first nine months of FY 20l4ll5 was Kshs.205.9 billion comprising of Kshs.

194.1 billion in recurrent expenditure and Kshs.ll.9 billion as development expenditure. The

recurrent expenditure represents an absorption rate of 71.0 per cent of the annual budget for

recurrent programmes while development expenditure translates to 34.0 per cent of the annual

budget for development prograrnmes in the sector.

Table 4.2 shows the analysis of the prograrnme performance during the reporting period shows

that the Research, Science, Technology and Innovation programme under the Department of
Education spent Kshs.0.7 billion recording the highest absorption rate at 92.2 per cent while

General Administration, Planning and Support Services prograrnme under the State Department

for Science and Technology spent Kshs.0.3 billion, reporting the lowest absorption rate at 15.4

per cent.

Table 4.2: Analysis of Education Sector Programmes (Kshs. Billions)
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4.3 The Energy, Infrastructure and Information Communications
Technology (EI & ICT) Sector

The EI&ICT sector was allocated Kshs.256.9 billion to implement 17 prograrlmes during the FY

2014115. This allocation comprised of Kshs.35.6 billion (13.9 per cent) for recrurent programmes

expenditure allocation and Kshs.221.3 billion (86.2 per cent) for development expenditure. The

Road Transport prografitme under the State Department of Infrastructure had the highest

allocation at Kshs.l23.5 billion which was 48.1 per cent of the total allocation for the sector

while Government Clearing Services prograrnme under the State Department of Transport had

the lowest allocation at Kshs.0.02 billion which was less than 1 per cent of the total allocation for

the sector.

Expenditure for the first nine months of FY 20l5ll4 was Kshs.1l6.3 billion comprising of

recrrrent expenditure of Kshs.22.6 billion and development expenditure of Kshs.93.7 billion.

The total recrrrent expenditure translated to an absorption rate of 63.4 per cent of the annual
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recurrent budget while the development expenditure represented an absorption rate of 42.3 per

cent of the annual development budget.

Analysis of the programme performance during the period under review indicates that the

General Administration Planning and Support Services programme under the Ministry of
Information Communication and Technology spent Kshs.l.O billion recording the highest

absorption rate at 232.4 per cent. The Alternative Energy Technologies programme under the

Ministry of Energy and Petroleum had the lowest absorption rate at 1.9 per cent with an

expenditure of Kshs.0.l billion.

Table 4.3 presents an analysis of allocation and expenditure by programme under the sector for

the period under review.

Table 4.3: Analysis of EI & ICT Sector Programmes (Kshs. Billions)
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Power Generation
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4.4 Environment Protection, Water and Natural Resources Sector

this sector has l0 programmes and was allocated Kshs.50.8 billion comprising of Kshs.14.7

billion (28.9 per cent) for recurrent expenditure and Kshs.36.1 billion (71.1 per cent) for

development programmes for the FY 2014115. Water Resources Management programme

received the highest allocation at Kshs.26.4 billion which was 51.9 per cent of the total allocation

for the sector. General Administration Planning and Support Services program under the

Ministry of Mining received the lowest allocation of Kshs.0.2 billion.

Expenditure for the first nine months of the FY 20l4ll5 was Kshs.26.2 billion comprising of
Kshs.8.0 billion on recurrent expenditure and Kshs.18.1 billion for development expenditure.

The recurrent expenditure represents an absorption rate of 54.7 per cent of the annual budget for

recurrent programmes while development expenditure translates to 50.1 per cent of the annual

budget for development prografltmes in the sector.

Analysis of the programme performance for the period under review shows that General

Administration Planning and Support Services program under the State Department for Water

and Regional Services spent Kshs.0.7 billion recording the highest absorption rate at 78.2 per

cent while the Mineral Resources Management programme under the Ministry of Mining spent

Kshs.0.3 billion and recorded the lowest absorption rate at23.9 per cent as represented by Table

4.4.
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Table 4.4: Analysis of Environmental Protection, Water and Natural Resources

Sector (Kshs. Billion)

Source: The National Treasury and MDAs

4.5 General Economic and Commercial Affairs (GECA) Sector

The GECA sector was allocated Kshs.l6.2 billion to implement 9 progralrlmes during the FY

2}l4ll5. This allocation comprises of Kshs.6.7 billion (41.4 per cent) for recurrent expenditure

and Kshs.9.6 billion (58.6 per cent) as development expenditure. The Industrial Development

and Investments programme under the Ministry of Industrialization and Enterprise Development

had the highest allocation at Kshs.5.9 billion which was 36.1 per cent of the total allocation for

the sector while General Administration Planning and Support Services under the State

Department for East African Affairs had the lowest allocation at Kshs.O.2 billion, which was 1.2

per cent of the total allocation for the sector.
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Expenditure for the first nine months of FY 20l4ll5 was Kshs.9.0 billion translating to an

absorption rate of 55.1 per cent. The sector spent Kshs.5.5 billion on reculrent activities which

rBpresents an absorption rate of 86.1 per cent of the recurrent budget while Kshs.3.4 billion was

spent on development activities, translating to an absorption rate of 35.8 per cent. The

Cooperative Development and Management programme under the Ministry of Industrialization

and Enterprise Development spent Kshs.0.7 billion recording the highest absorption rate at 221.6

per cent while lndustrial Development and Investments programme spent Kshs.1.0 billion and

reported the least absorption rate of 17.5 per cent. The expenditure incurred in excess of the

approved estimates under the Ministry of Industrialization and Enterprise Development was in

line with Article 223 of the Constitution, where an MDA can spend money prior to approval of a

Supplementary Appropriation. Table 4.5 shows the analysis of the GECA Sector Programmes.

Table 4.5: Analysis of the GECA Sector Programmes (Kshs. Billion)

Source: MDAs and National Treasury

0.6 o.2 0.7 0.2 0.0r 0.2 3 r.8
General Administration
Planning and
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0.7 2.t 2.8 0.9 1.5 2.4 tt4.8
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Cooperative Development
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0.1 1.5 l.l 76.3
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1.4

0.2 o.2 0.1 0.1 53.7

State
Department for
East African
Affairs

General Administration,
Planning and
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Tourism Development and
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l.l 1.4 2.5 1.0 1.0 2.0 8l .3

Trade Development and
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0.3 1.4 0.7 0.2 0.9 62.3
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State
Department for
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Sunoort Services

0.6 0.4 1.0 0.3 0.1 0.5
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4.6 Governance, Justice, Law and Order (GJLOS) Sector

The GJLOS sector was allocated Kshs.l30.9 billion to implement22 programmes in the FY

2014115. This allocation comprises of Kshs.l19.2 billion (91.1 per cent) for recurrent

expenditure allocation and Kshs.l 1.7 billion (8.9 per cent) for development expenditure. The

Policing Services programme under the State Department for Interior received the highest

allocation at Kshs.66.0 billion which was 50.4 per cent of the sector's budget while the National

Government Administration and Field Services programme under the State Department for

Coordination of National Government Sub-sector received the lowest allocation at Kshs.0.l

billion which translated to 0.4 per cent of the total budget of the sector.

Expenditure for the first nine months of FY 20l4l15 was Kshs.72.7 billion which translated to an

absorption rate of 55.6 per cent. This expenditure comprised of Kshs.69.0 billion spent on

recurrent activities and Kshs.3.7 billion on development activities.

The analysis of the programme perforrnance in Table 4.6 shows that the Police Oversight

Services programme under the Independent Police Oversight Authority spent Kshs.0.2 billion

which translated to the highest absorption rate at 97 .7 per cent while the Dispensation of Justice

programme under Judicial Service Commission spent Kshs.O.l billion translating to the lowest

absorption rate at 26.6 per cent of its annual budget.

Table 4.6: Analysis of GJLOs Sector Programmes (Kshs. Billions)

BUDGET IMPLEMENTATToN REvrEw REpoRT

Policine services
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Government Printins Services
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Nrme of
DeprntmenU
Mlnlrtrv Proqrrmme

Rec.
Eet

Dev.
Ert

Totel
rpproved
Eit

Rec.
Ern

Dev.
Ern

Totd
Ern

Programme
Abrorptlon
Rate ('/o)

Tot.l
t19.2 tt.7 130.9 59.0 3.7 72.7 55-6

Source: MDAs and National Treosurv

4.7 Health Sector

The Health sector was allocated Kshs. 47.4billion to fund 5 programmes during the FY 2014115.

The Curative Health Services programme received the highest allocation at Kshs.l9.3 billion

which was 40.8 per cent of the total budget for the sector while the Maternal and Child Health

programme had the lowest allocation at Kshs.4.3 billion, translating to 9.2 per cent of the

sector's total budget.

Expenditure during the first nine months of FY 20l4ll5 was Kshs.25.9 billion comprising of

Kshs.l7.7 billion spent on recurrent activities and Kshs.8.2 billion on development activities.

The Maternal and Child Health programme spent Kshs.2.9 billion recording the highest

absorption rate at 67.5 per cent of its annual budget while the Preventive & Promotive Health

Services programme spent Kshs.4.3 billion with the lowest absorption rate at 44.4 per cent, Table

4.7 shows the Analysis of Health Sector Programmes for the period under review.

'I'allle J.7: ,\nalrsis ol'llcalth Scctor I)rogranrntcs (Kslrs. Ililliolrs)

Source: MDAs and National Treasury
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4.8 Public Administration and International Relations Sector

The Public Administration and International Relations (PAIR) sector was allocated Kshs.196.9

billion to fund 3l programmes during the FY 2014115. This comprised of Kshs.94.2 billion

(47 .9 per cent) for recurrent expenditure and Kshs.l02.7 billion (52.2 per cent) for development

expenditure. The General Administration Planning and Support Services programme under the

National Treasury received the highest allocation at Kshs.40.6 billion representing20 per cent of

the budget for the sector while Public Service Commission's Govemance and National Values

programme had the lowest allocation at Kshs.0.l billion, which was less than I per cent of the

sector's total budget.

Expenditure during the first nine months of FY 20l4l15 was Kshs. 1 1 3.3 billion translating to an

absorption rate of 57.6 per cent of the annual budget for the sector and comprised of Kshs.60.4

billion as recurrent expenditure and Kshs.52.9 billion as development expenditure. The recurrent

expenditure translates to an absorption rate of 64.1 per cent of the annual recurrent budget for the

sector while development expenditure represented an absorption rate of 51.5 per cent.

In table 4.8, analysis of the programme performance during the period under review indicates

that General Administration, Planning and Support Services programme under the Presidency

spent Kshs.O.7 billion, recording the highest absorption rate at 158.2 per cent of its annual

budget. The expenditure incurred in excess of the approved estimates under the General

Administration, Planning and Support Services programme was in line with Article 223 of the

Constitution, where an MDA can spend money prior to approval of a Supplementary

Appropriation. The International, Trade and Investments Promotion Programme under the

Ministry of Foreign Affairs and International Trade spent Kshs.O.l billion and recorded the

lowest absorption rate of 25.3 per cent against its annual budget.

Table 4.8: Analysis of PAIR Sector Programmes (Kshs. Billions)
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4.9 Social Protection, Culture and Recreation

The sector was allocated Kshs.24.l billion to implement 10 programmes during the FY 2014115.

This allocation comprises of Kshs.ll.l billion (46.1 per cent) for recrrrent expenditure and

Kshs.l3.0 billion (53.9 per cent) for development expenditure. The National Social Safety Net

prograrnme under the Ministry of Labour Social Security and Services received the highest

allocation at Kshs.14.4 billion which is 59.7 per cent of the total allocation for the sector.

General Administration, Planning and Support Services programme under the Ministry of Sports,

BUOGET IMPLEMENTATION REVIEW REPORT
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Culture and Arts had the lowest allocation at Kshs.O.2 billion, which translates to 0.8 per cent of

the budget for the sector.

Expenditure for the first nine months of FY 20l4ll5 was Kshs.l6.l billion achieving an

absorption rate of 66.7 per cent. The total recurrent expenditure was Kshs.7.4 billion while

development expenditure was Kshs.8.7 billion. The recurrent expenditure for the period under

review translated to absorption rate of 66.8 per cent of the annual recurrent budget while

development expenditure was 66.7 per cent.

Analysis of programme performance during the period under review shows that General

Administration, Planning and Support Services programme under the Ministry of Sports, Culture

and Arts spent Kshs.0.2 billion recording the highest absorption rate at 92.1 per cent of its

budget. On the other hand, Social Development and Children Services programme under the

Ministry of Labour, Social Security and Services spent Kshs.l.6 billion recording the lowest

absorption rate at 47 .2 per cent of its budget as presented in Table 4.9.

BUDGET IMPLEMENTATIoN REvIEw REPoRT
THIRD QUARTER FY 20T4lT5



OFFICE oF THE CoNTROLLER OF BUDGET

Table 4.9: Analysis of Social Protection, Culture and Recreation Sector Programme
(Kshs. Billions)

Sobce: MDAs and National Treasury

4.10 National Security Sector

The National Security sector comprises of trvo deparhnents with 4 programmes to implement in

the FY 20I41I5. The 4 prograrnmes were allocated Kshs.90.7 billion to finance its programmes.

Defence prograrnme received the highest allocation at Kshs.7l.3 billion which was 78.6 per cent

of the total allocation for the sector while the Civil Aid programme received the lowest

allocation at Kshs.0.5 billion.
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Expenditure up to the of third quarter of FY 20l4ll5 was Kshs.67.8 billion translating to an

absorption rate of 74.7 pu cent. Table 4.10 shows the analysis of programme performance

during the period under review shows that the Defence prograrnme under the Ministry of

Defence spent Kshs.54.7 billion recording the highest absorption rate at 76.7 per cent. The

General Administration, Planning and Support Services Programme under the Ministry of

Defence spent Kshs.0.7 billion which was the lowest absorption rate at 44.4 per cent of its annual

allocation.

Table 4.10: National Security Sector Programmes (Kshs. Billions)

Source: MDAs and National Treasury
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5.0 KEY ISSUES AND RECOMMENDATIONS

The Office of Controller of Budget monitored implementation of the budget by the MDAs from

the July 2014 to March 201 5 and identified pertinent issues that affected budget implementation

during the nine months' period. This section presents the key issues and makes recommendations

that are aimed at improving budget implementation by MDAs.

5.1 Monitoring of Development Expenditure

ln order to promote development, Article l5(2(a)) of PFM Act, 2012 requires that, over the

medium term, a minimum of thirty percent of the National and County Government budgets

shall be allocated to development expenditure.

While this requirement was met in the formulation of the FY 20l4ll5 Budget by the National

Government, absorption of the development funds is still relatively low. There is therefore, need

for the National Treasury to formulate strategies aimed at ensuring that absorption of

development funds is enhanced.

5.2 Non-Disclosure of A-I-A by the MDAs

In the reporting period, total expenditure by 5 MDAs exceeded exchequer issues. This is partly

due to underreporting by A-I-A by the MDAs.

The National Treasury should institute appropriate measures to ensure that MDAs report on

generated A-I-A. This will enhance accountability, transparency and completeness in financial

reporting.

5.3 High Public Debt Position

By March 2015, the total public debt had grown by 5.1 per cent from Kshs.2.48 trillion in

December 2014 to Kshs.2.65 trillion translating to a debt per-capita of Kshs 68,605 based on the

2009 Census. Increasing public borrowing may result in undesirable fiscal consequences such as

high interest rates, inflation, and overburdening of future generations.

BUDGET IMPLEMENTATION REVIEW REPORT
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The National Treasury should take appropriate measures to ensure that public debt does not reach

unsustainable levels in view of the constitutional provision allowing county governments to borrow.

5.4 Special Audit of the Consolidated Fund Services Account

During the first nine months of the FY 2014115, Consolidated Fund Services Expenditure

exceeded exchequer issues by Kshs.l6.3 billion. This issue has been raised in previous

BIRRs.

It is recommended that a special audit be undertaken by the Auditor General to establish the

cause of the differences.

BUDGET TMPLEMENTATION REVIE\^/ REPORT
THIRD QUARTER FY 20T4lI 5
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6.0 CONCLUSION

This report sought to provide an overview on the progress made in budget implementation during

the first nine months of the FY 2014115. The report indicates that significant progress has been

made compared to a similar period in the FY 20l3ll4.More specifically, overall expenditure

stood at Kshs.966.l billion, an increase from the Kshs.737.l billion incurred in the first nine

months of FY 2013/14. Development expenditure achieved an absorption rate of 47 per cent

while recurrent expenditure was 69.6per cent compared to 289 and 61.8 per cent in the same

period of FY 2013ll4 respectively.

While positive strides have been made in budget implementation, the results of this review also

indicate that there is need to strengthen monitoring of development projects and programmes

which, is still relatively low. In addition, the Government must find a sustainable solution to the

frequent labour actions by teachers and hospital workers that has continued to negatively affect

budget implementation. The National Treasury should also take appropriate measures to ensure

that the growing public debt does not reach unsustainable levels in view of the constitutional provision

allowing county governments to borrow. Finally, MDAs should ensure complete disclosure of A-I-

A, and the Auditor General is called upon undertake by the Auditor General to establish the

cause of the differences between exchequer issues and expenditure on public debt.

BUDGET IMPLEMENTATION REVIEW REPORT
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