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Olfice of the Controller of Budget

Iioren'ord

It gives nre great pleasure to present thc lburth Quarter Budget Implementation Review report for the period

ending June 20 I 2 . This report gives a synopsis of the status of budget implementation and assesses the progress

made towards the attainment of goals set in the 201112012 Budget. It is prepared at a time when Kenya's

economy is experiencing slowed growth. To counteract the effects of the slow growth, the government has put

in place vario.rs fiscal and moiretary policics to stimulate growth.

Effective budget implementation will boost creation ofjobs and also create confidence in our economy. Building

that confldence requires prudent fiscal planning, implernentation and credible polices. To support sustainable job

creation and healthy public financial managelnent, the 2011/12 Budget puts emphasis on the main drivers of the

economy such as agriculture, tourism and manufacturing.

High on the agenda in the Offic,e of the Controller of Budget (OCoB) is improving budget implementation

and ensuring approvals and withdrawals from public firnds are done within the law. In an effort to ensure

that this happens, the OCoB has been working towards putting in place various initiatives to help Ministries,

Departments, and Agencies (MDAs) improve on budget irnplementation.

First, the office is in the process of putting in place a Monitoring and Evaluation fi'amework to ensure that

MDAs'programmes and projects are continuously monitored and evaluated. This will ensure that the citizenry

realize value for money. Secondly, the Office is in the proccss of developing procedures rnanuals for withdrawal

of funds to ensurc timely approval of withdrawals from public funds for both national and county governments.

Thirdly, the OCoB with other stakeholtlers are in the process of developing legal and regulatory framework,

which will provide guidelines for budget implementation. F'inally, the OCoB will continue to advise MDAs on

prudent use of public funds to ensure they spend their frrnds within their budget ceilings and the law.

The Offioe of the Clontroller of Budgct, through this report, is working towards ensuring that fiscal reporting is

clearand thatthere is openness and accountabiiity, including public participation in financial rnatters as articulated

in the Constitution. I therefore hopc that thc contents of this report will be useful to all our stakeholders as we

all endeavour to cultivate budget transparency and accountability that will ensure delivery on set targets in line

with government policies and Vision 2030.

I have the honour of presenting the fourth quartcr Rudgct Implcrnentation Revicw Report to Parliament and all

stakeholders.

Mrs. Agnes N. Odhiambo

Controller of Budget

Rulgct lmpltmcntutiutt llcriew llcport
I"ourth Quurter 201 I/20
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Executive Summary

This is the fourth quarter report on budget implementation by the Office of Controller of Budget for the

financial year 20lll12.The OCoB, under the Constitution 2010 (Article 228(4)), is mandated to oversee the

implementation of the budgets both at the national and county governments.

The 20llll2 financial year Budget focuses on enhancing the efficiency of Government expenditure in

view of critical resource limitations and ensuring macroeconomic stability. One approach adopted in the

budgeting process is the linking of key projects and programmes in the budget to Kenya's Msion 2030

through the Medium Term Plan (2008-2012) and the Millennium Development Goals.

The Economic Survey (2012) shows that the GDP grew by 4.4 per cent in 20ll which was below the

projected growth of 5.7 per cent as per the 20llll2Budget Policy Statement (BPS) released in March

201I. The main sectors that contributed to growth were;Agriculture, Manufacturing Wholesale and Retail

Trade, Financial Intermediation among others. The economic growth was adversely affected by drought that

affected most parts of the country. The drought, compounded by volatility in the exchange rate significantly

contributed to the increase in petroleum prices and a general unfavorable macroeconomic environment

in the country. This relatively low economic growth had adverse effects on revenue inflows and budget

implementation in some sectors.

The drought and unstable shilling led to high inflation rates that hit an all time high of 19.7 per cent in

November 2011. This has steadily reduced to 12.2 per cent and 10.05 per cent in the month of May and June

respectively. This is however higher than 9 per cent that was targeted by the BPS in the short-term and 5

per cent in the medium-term. To counter the inflation and stabilizethe Kenyan shilling, the Central Bank of
Kenya increased the base-lending rate from 6.25 per cent in May 201I to 18.0 per cent in Decemb er 2011,

which was maintained till June 2012.

The printed estimates for revenue for the fiscal year 20lll20l2 was Kshs. 789.5 billion (24.7 per cent

of GDP) comprising Kshs. 713.6 billion of ordinary revenue and Kshs. 75.9 billion of Appropriations in

Aid (AIA). Cumulatively, ordinary revenue collected by Kenya Revenue Authority (KRA) for the period

July 20ll to June 2012 stood at Kshs.707.4 billion against atarget of Kshs. 733.3 billion. This represents

a revenue deficit of Kshs. 25.9 billion or a performance rate of 96.5 per cent. The cumulative collection

of Kshs. 107.4 billion represents a performance rate of 98.7 per cent of the revised revenue estimates of
Kshs.7l6.9 billion. This is an improvement compared to the same period in FY20l0/11 when Kshs.634.9

billion was collected which represents I 1.4 per cent growth.

The total revised budget for the financial year 20lll20l2 was Kshs. 1,170.5 billion comprising revised

gross estimates of Kshs. 578.4 billion for recurrent, Kshs. 382.6 billion for development and Kshs. 209.5

billion for Consolidated Fund Services. This represents a one per cent increase over the printed estimates.

B udget I mplementation Review Report
Fourth Quorter 20 I l/201 2
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The actual recurrent expenditure for the period under review stood at Kshs. 684.7 billion which represents

86,9 per cent of the revised gross estimates. The National Security sector had the highest rate of absorption

of 100 per cent, while Physical Infrastructure sector had the least utilisation rate of 31.5 per cent of the

gross revised estimates. The total development expenditure stood at Kshs. 210.7 billion which is 55.1 per

cent of the gross revised estimates. The Trade, Tourism and Industry (TTI) sector had the highest rate of

absorption at 90.8 per cent while Special Programmes had the lowest absorption rate of 46.1 per cent of the

gross revised estimates.

In order to achieve the targets set in the Budget Policy Statement the government should develop clear and

comprehensive guidelines for utilizing development funds efficiently by the MDAs that will ensure proper

execution of projects and programmes to transform Kenya into a middle income economy as as envisaged

in the Vision 2030 Development Blueprint.

Iluilgcl Implcmenlution Revie*, Report
I ourth Quarter 201 l/2012
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l. Introduction

The Office of the Controller of Budget (OCoB) is an independent office established under Article 228 of the

Constitution of Kenya. The OCoB has the mandate to oversee implementation of the budgets of the national

and county governments by authorizing withdrawals from the Consolidated FundArticle 206, Revenue

FundArticle20T and Equalization Fund Article204 if satisfied that the withdrawals are authorised by

law Article 228(5).

Other functions of the Office of the Controller of Budget as articulated in the Constitution are;

. Provide advice to Parliament where a Cabinet Secretary has stopped transfer of funds to a state

organ or public entity and there is need to uphold or renew the decision to stop further transfer of

funds to the state organ Article 225(7).

Prepare annual, quarterly and ad hoc reports to the Executive and Legislature on budget

implementation or specific issues underArticles 228(6),254 (l) and254 (2).

a

Publishing and publicizing all reports Article 254 (3).

Advise national and county governments on measures to improve Budget Implementation

In executing its functions, the OCoB seeks, among other issues to;

. Promote fiscal discipline and equitable allocation of available resources.

Improve transparency and accountability in the budget implementation process.

This report has been prepared based on targets set out in the Budget Policy Statement (BPS) of FY

201112012, which also set the theme of the budget for the year. The Budget for 201112012 financial year

had laid emphasis on the growth momentum in productive sectors of manufacturing and agriculture besides

infrastructure and social programmes under education and health sectors. The investments in these sectors

aim at improving infrastructure, quality of life and human capital development. The government has also

put a lot of emphasis on the implementation of the Constitution which has resulted in improved efficiency

of the oversight bodies and strengthened financial management within the government.

In the FY 20lll20l2 Budget, the Government envisaged to spend a total of Kshs. 1, 158.9 billion, which

comprised of recurrent expenditure of Kshs. 762.4 billion, development expenditure of Kshs .396.5 billion

and Kshs. 209.5 for Consolidated Fund Services (CFS). However, the total gross estimates figure was

adjusted in the supplementary estimates to Kshs. 1,170.5 billion of which recurrent budget estimates was

Kshs. 787.9 billion, development budget estimates Kshs. 382.6 billion and CFS Kshs. 209.5 billion.

The FY 20lll20l2 Budget targeted revenue collection of Kshs. 789.5 billion including A-in-A of Kshs.

75.9 billion. Cumulatively, the total revenue collected up to the fourth quarter was Kshs. 778.6 billion

a

a

Rudget I mplcmentatiotr Rct,it:w Reytrl
I:ourtlt Quurtcr 20I l/2012
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comprising of Kshs. 656 billion of ordinary revenue, Kshs. 19.3 billion as project loans (revenue), project

loans (A-in-A) of Kshs.39.6 billion and Kshs. 7.8 billion as project grants. Cumulatively, ordinary revenue

collected by Kenya Revenue Authority (KRA) for the period July 201I to June 2012 stood at Kshs. 707.4

billion against atarget of Kshs. 733.3 billion, which was revised downwards to Kshs. 716.9 billion by KRA.

This represents a revenue deficit of Kshs. 25.9 billion or a performance rate of 96.5 per cent.

AtotalofKshs.49T.5billionwasissuedtoMDAstofundrecurrentactivities,whichwas98.Tpercentofthe

net revised estimates while a total of Kshs. 211.4 billion was issued to fund development expenditure which

was 86.9 per cent of the net revised estimates. The development funds included donor releases amounting

to Kshs. 66.7 billion to fund various activities during the financial year. The OCoB also issued Kshs. 203.3

billion for Consolidated Fund Services (CFS) which is 97 per cent of the revised gross estimates.

The total expenditure for the FY 201 ll20l2 was Kshs. 895.5 billion which represents 76.5 per cent of the

gross revised estimates. The recurrent budget's absorption rate was 84.0 per cent and development budget's

absorption rate was 55.1 per cent. The absorption of development funds is still low, a challenge that needs

to be addressed if the objectives of the budget are to be realized.

This report by OCoB covers the activities of the Budget Implementation for the Government of Kenya up

to the end of the fourth quarter of the FY 201ll20l2.It gives an appraisal of the Government's revenue and

expenditure targets by sectors and sub-sectors and provides information on progress ofthe implementation of
both the recurrent and development budgets. The report looks at the prevailing macroeconomic environment

for the period under review and analyses the FY 20lll20l2 budget implementation.

2 lludget I mplemcntution Rcvictr Report
F-rturth Quurter 20 I I /20 I 2
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2. Nlacroeconolnicllighlights

2.1 Economic Growth (GDP)

The Economic Survey (2012) shows that the GDP grew by 4.4 per cent in 20ll which was below the

projected growth of 5.7 per cent as per the 201 I /12 Budget Policy Statement (BPS) released in March 2011.

The main sectors that contributed to growth were; Agriculture, Manufacturing Wholesale and Retail Trade

and ljinancial Intermediation. The economic growth was adversely affected by drought that affected most

parts of the country. The drought, compounded by volatility in the exchange rate signiflcantly contributed

to the increase in petroleum prices and a general unfavorable macro-economic environment in the country.

The relatively low economic growth affected revenue inflows which affected budget implementation in

some sectors. Figure I shows the quarterly GDP growth rates from 2008 to 2012.

Figure l: (!uarterly GDP growth for the period 2008-2012
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2.2 Inflation

Kenya's overall month-on-month inflation has been on a declining momentum since January 2012. The

country's infiation rate reduced from 13.06 per cent in the month of April, to 12.22 per cent in May and

10.05 per cent in June,2012. This was as a result of the reduction in food prices due to the prevailing long

rains that have increased agricultural production, the strengthening of the Kenya shilling against major

world currencies and a reduction of global oil prices. There is need to sustain ttre downward trend in the

inflation rate so as to meet the Government's short- term target of 9 per cent and sustain it at 5 per cent

in the medium term as contained in the Budget Policy Statement. The graph below shows the trend of the

country's overall inflation.
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Figure 2: Overall inflation rate for the period January 20ll- June 2012
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2.3 Exchange Rate

The Kenya shilling strengthened significantly in the first half of the year 2012. The US dollar traded at

an average rate of Kshs. 83.54 in the third quarter of 201112012 and at Kshs. 84.94 in the fourth quarter,

representing a weakening of the local currency by 1.68 per cent. The Sterling Pound traded at an average

of Kshs. 132.71 and Kshs. 133.99 in the third and fourth quarters respectively, representing 0.9T per cent

decline in value. The Kenya shilling strengthened against both the Euro and the South African Rand at 2.93

per cent and 5.1I per cent respectively in the fourth quarter compared to the third quarter of the period under

review. Figure 3 indicates the trend of the Kenya shilling exchange rate against selected world currencies

since January 201I to June 2012.

Figure 3: The Kenya shilling exchange rate trends with selected international currencies
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2.4 Balance of Payments

The Kenya National Bureau of Statistics in its first quarter report of 2012 indicates that the overall balance

of payments position improved by Kshs. 26.8 billion, from a surplus of Kshs. I 1.2 billion in the first quarter

of 2011, to a surplus of Kshs. 37.0 million in first quarter of 2012. The movement follows growth in the

capital and financial account, from a surplus of Kshs. 57.8 billion in the first quarter of 2011, to a surplus

of Kshs. 65.7 billion in the first quarter of 2012. The deficit in the current account widened from a deficit of
Kshs. 76.4billiotr in the first quarter of 20ll to a deficit Kshs. 8l.l billion in the first quarter of 2012. The

deterioration in the current account was mainly as a result of a 20.8 per cent widening of the merchandise

account deficit.

2.5 Commercial Banks and Central Bank of Kenya rates

The lending rates for commercial banks averaged 20.10 per cent for the first five months of 2012. The CBK's

interbank rates averaged 18.95 per cent, while the 9l -day T-bills rate has been declining from 20.6 per cent

in ttre month of January to ll.2 per cent in May 2012. The Monetary Policy Committee maintained the base

lencling rate at l8 per cent from November 201 I to June 2012. This has led to the increase in lending rates

by commercial banks from a low of 15 per cent to a high of 30 per cent making the loans expensive. The

trenrls of Central Bank and Commercial banks'rates since January to May 2012 are shown in the figure 4.

Figu re 4: Selected Commercial and Central Bank rates
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3. Financial Analysis of The 20lll20l2 Budget Implementation

3.1 Analysis of Revenue Performance

The targeted revenue collection for the FY 201 ll20l2 was Kshs. 789.5 billion (or 24.7 per cent of GDP). For

the period July 201I - June 2012. Kenya Revenue Authority (KRA) collected revenue amounting to Kshs.

707.4 billionagainst atarget of Kshs.733.3 billionwhichwasreviseddownwardstoKshs. TlTbillion.

Therefore, this represents a perforrnance rate of 98.7% with respect to the new target. Kenya Revenue

Authority attributes this performance to slowdown in the economy. However, this was an improvement

compared to the corresponding period in FY 20l0lll when Kshs. 634.9 billion was collected which

represents I 1.4 per cent growth.

Kenya Revenue Authority collections by category showed mixed performance where some categories

performed better while the performance of others declined. The summary of revenue collection by category

is shown in Table l, the detailed collection by revenue type during the twelve months of FY 20llll2 is

provided in Annex I

Table l: Cumulative (July 20ll - June 2012) Revenue Performance by Category

Cumuletlve Figures: July 20ll - June 2012

Actuel
Kshs Mllllons

Target
Kshs Mlllions

Varlance
Kshs Millions

Perf. Rate (%)

CUSTOMS SERVICES

Net Import Duty 5 1,913 55 56q (3.6s6) 93.4

Net Excise Duty 1q 141 45,579 (6.236) 86.3

VAI - Imports 94,352 94,206 t45 100.2

Import Declaration Fees 24.846 23,5 l3 1,333 105.7

Agency Revenue 11 RoS 33.936 (132) 99.6

TOTAL CUSTOMS SERVICES 244.258 2s2,804 (8,s46) 96.6

DOMESTIC TAXES

VAT Domestic 80.436 I I 1.123 (30,687.) 72.4

P.A.Y.E t75.t4t t6t.t23 14,01 8 108.7

Other Income Taxes l s3.834 146.t70 7,664 105.2

Turnover Tax 145 t47 (2) 98.4

Excise Duty Domestic 30.878 37.8t2 (6,933) 81.7

Excise Tax on Airtime 8,984 9,872 (888) 9l .0

Stamp Duty 7,89 l 8.024 (133) 98.3

Land Rent 1,123 l ,303 (180) 86.2

S u b-Total Exc hequer Rele nu e 458.433 475.574 (17,14 I ) 96.4

Agency Revenue 1,902 1,966 (64) 96.7

I

,|

I

I
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Cumulative Flgures: July 2011 - June 2012

Actual
Kshs Milllons

Target
Kshs Millions

Verlence
Kshs Millions

Perf. Rate (%)

Gross Receipts 473.269 490.474 ( l 7,205) 96.5

TOTALDOMESTIC TAXES 460,33s 477,540 (17,20s) 96.4

ROADTRA,NSPORT

Exchequer Revenue 2,2t0 2,430 (220) 91.0

Agency Revenue s57 580 (23) 96.0

TOTAL ROAD TRANSPORT 2,76',1 3,010 (243) 91.9

GRANDTOTAL 707360 733354 (25,994) 95.5

Sour,::e: Kenva Reverute Authoriv

3.2 Donor Releases

In the FY 201ll2ol2 Budget, the Government was expected to raise Kshs. 183.1 billion through external

sources. In the Supplementary Budget, the figure was reviewed slightly downwards to Kshs. 182.9 billion

as shown in Table 2. For the period July 201I to June 2012, Kshs. 85.3 billion was disbursed to MDAs by

various donors to undertake the activities planned for the year, which is 46.6 per cent of the total expected

disbursements. This impacted negatively on implementation of various development projects.

Table 2: Summary of Grants and Loans Disbursement (Kshs. billions)

Source : M irt is t 11, ol- F inance

3. 3 Exchequer Issues

The total budget for the FY 20lll20l2 was Kshs. l, 158.9 billion comprising of Kshs. 552.8 billion

for recurrent expenditure, Kshs. 396.6 billion for development expenditure and Kshs. 209.5 billion for

Consolidated Fund Services (CFS). During the period under review, the budget was revised to Kshs. 1,170.5

billion comprising recurrent budget of Kshs. 578.4 billion, development budget Kshs. 382.6 billion and

CFS Kshs. 209.5 billion, an increase of I per cent.

Funding Type
Printed Estlmates

201u20t2

Revised Estimates
20112012

Cumuletive Disbursement as at 30-0G2012

Disburscments
7o Disbursed against Revlred

Estlmates

Loals Revenue 39.5 36.4 19.8 54.4

Grants Revenue 12.7 t4.2 7.2 50.tt

Loans A.l.A 102.5 99.5 51.0 5l .3

Grants A.l.A 28.1 32.8 7.2 22.0

Total 183.1 182.9 85.3 46.6

llulgct I mpleutnlulitttt Rn'ir'x' Rcport
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The Office of the Controller of Budget approved exchequer issues of Kshs. 497.5 billion for recurrent

expen<iiture for the period l" July 201 I to 30'h June 2012 against an approved budget of Kshs. 503.9 billion,
which represents 98.7 per cent of the net revised estimates. The office also approved exchequer issues of
Kshs. 2ll .4 billion against a target of Kshs. 243.2 billion for development expenditure for the same period

representing 86.9 per cent of the net revised estimates. Twenty sub-sectors received 100 per cent of their

revised net estimates. Details of exchequer issues are provided in Annex 2.

3.4 Consolidated Fund Services (CFS)

The Consolidated Fund Services were allocated Kshs. 209.5 billion in the financial year 20lll20l2,which
represented l8.l per cent of the total budget. The CFS comprised of Kshs. 77.7 billion and Kshs.63.4
billion for domestic interest and redemption respectively. In respect to foreign debt, Kshs. 8.9 billion and

Kshs. 26.4 billion were allocated for interest and principal repayment respectively. Kshs. L46 billion was

allocated to guaranteed loans while salaries and allowances were allocated Kshs. 3.3 billion. For the period

under review a total of Kshs. 203.3 billion exchequer issues was released which represents 97.0 per cent

of the revised net estimates. On the other hand, the expenditure for CFS for the same period stood at Kshs.

199.1 billion representing 95 per cent of the revised gross estimates.

3.4.1 Public Debt

The domestic and foreign debt was allocated Kshs. 173.2 billion which was revised upwards to Kshs. 175.4

billion for principal and interest repayments. For the period under review, Kshs. 167.0 billion was released

as exchequer issues which represent 95 per cent of the gross revised estimates. The total payme.rt for both

domestic and external debt for the same period amounted to Kshs. 167 billion which represents 95 per cent

of the revised gross estimates.

3.4.1.1 Domestic Debt Repayment

The government had planned to borrow Kshs.l 14.5 billion from the domestic market to bridge the budget

deficit. However, the figure was revised downwards to Kshs 62.1 billion in the Supplementary Budget. A
total of Kshs.79.4 billion was raised which is Kshs. l7 billion in excess of the revised figure of Kshs. 62.1

billion.

in the 20lll20l2 Budget, the Government allocated Kshs. l4l.l billion for repayment of both interest

and redemption of domestic debt. The actual repayment from the Consolidated Fund stood at Kshs. 141.3

billion which represents 100.14 per cent of the gross revised estimates. The variance was due to slightly
higher interest rates than original projections.

3.4.1.2 Foreign Debt Repayment

For the FY 201 ll20l2, a total of Kshs. 35.2 billion was allocated to facilitate the repayment of principal and

interest on external loans. As at 30th June 2012, a total of Kshs. 35.8 billion was released from exchequer

Budget Implenrcntation Reyiex, Rcport
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account for both principal and interest repayments. This included the arrangement fee of Kshs. I .5 billion
relating to the syndicated loan in the forth quarter of the financial year. The difference between the allocated

amount and payments is attributed to the fluctuation of exchange rates against major world currencies.

The following are some of the loans that were paid during the period under review which require further

analysis and or investigation.

a) Pre-l997 Outstanding Loans

Prior to 1997, various government ministries overdrew their respective accounts at Central Bank Kenya

resulting into overdrafts amounting to Kshs. 36.9 billion. In order to meet the requirement of the CBKAct,
section 46(4), the government was compelled to convert the overdraft into a long term debt in the year

2003. However, due to cash flow constraints, the government suspended repayment of the debt resulting in

an outstanding loan balance of Kshs. 35.6 billion by 2007 . In the FY 201 ll20l2, Kshs. I . I billion was paid

out of the Consolidated Fund as principal for the loan and Kshs. 850 million as interest. Information on the

ministries that received the advances should be availed.

b) Italian Debt Swap

The Government of Kenya entered into a bilateral agreement in the year 2004 with the Italian Government

to consolidate the Kenyan debt amounting to US$ 142 million. The two governrnents agreed to disburse

l0 per cent of the debt to CBK's Special Account from 2006 to be used as counterpart funds for promoting

socio-economic development through undertaking specific projects. In the FY 201ll20l2, Kshs. 568.8

million was paid into the Special Account as per the bilateral agreement. Kshs. 442 million was allocated

to specific projects as shown in table 3 leaving a balance of Kshs. 126.8 million. Additional projects should

be identified so that the balance of Kshs. 126.8 million is utilised for social-economic development. There

is also need to undertake monitoring and evaluation of the projects to ascertain whether the funds were

utilized to meet the objectives of the loan swap.

Table 3: Summary of Projects Funded by Loan Swap Funds

Name of the Project Amount Allocated (Kshs.)

Kyeni water supply Mutitu 102,000,000

Thua water project 80,000,000

I 16,000,000Matungulu water project

Moyale water project 100,000,000

40,000,000Kipandaram water project

Project Committee Organrzer 4,000,000

Total 442,000,000

Source: OCoB

Budget Inrplcmentution Reyiew Report
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c) Kenren l'ertilizer Factory Loan

During FY 201112012, the government paid Kshs.676 million and Kshs. 53.7 million as principal and

interest respectively in respect to a loan borrowed in 1978 to set up afertllizer factory. Available information

from the Kenya National Audit Office (KENAO) reports indicates that the factory was not set up yet the

government has continued to repay the loan. Records from Public Debt Department indicate that the debt

shall be fully paid in 2015. The OCoB notes with concern that government resources are being used to

repay a loan for a non-existent asset. It is therefore imperative that this matter is fully investigated and the

findings made public.

3.4.2 Pension and Gratuities

In the financial year20lll20l2, Kshs.3l.3 billion was allocated forpayment of pensions and gratuities

which was reviewed downwards to Kshs. 29.3 billion in the Supplementary Budget representing a reduction

of 7 .9 per cent. For the period under review exchequer issues amounting Kshs. 24.1 billion was released

to pay pensioners which represents 82.2 per cent of the revised gross estimates. On the other hand, the

expenditure for the period stood at Kshs. 24.4billion which represents 83.3 per cent of the revised gross

estimates. As reported in the third quarter report, this discrepancy requires urgent reconciliation.

3.4.3 Salaries and allowances

A total of Kshs. 3.0 billion was allocated to cater for salaries and allowances for constitutional office

holders. Exchequer issues amounting to Kshs. 2.1 billion was released which represents 63.6 per cent of

the revised gross estimates. The total expenditure for the period under review was Kshs. 1.63 billion which

is 49.4 per cent of the revised gross estimates. There was a difference of Kshs. 470 million between the

amount released and the expenditure which needs to be reconciled.

3.4.4 Guaranteed Loans

In the financial year 20ll/2012, the government allocated a total of Kshs. I .41 billion to cater for repayment

of guaranteed loans. By the close of the financial year, an amount of Kshs. 1.9 billion had been released

from the exchequer account for loans defaulted by: Nairobi City Council Kshs. 82.0 million, Tana and Athi

River Development Authority (TARDA) Kshs. 0.5 billion Kenya Broadcasting Corporation (KBC) Kshs.

1.4 billion. The Government continues to spend resources to repay these loans yet the funds were borrowed

for commercial ventures. It is therefore imperative that these institutions are appraised to establish causes

of defaulting so that corrective action can be taken.

Budget Implementutiott Rt view Report
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Details of
Votes

Grose
Eatimetee

Net
Eetlmetce

Rcvlecd Estimatce
Exchequer

Issuee

Actud
Expenditute

(billions)

Expenditure
as a Pef cent

of Gtoss
Estimates

Erpenditure aa pcr
cent of exchcquet

lsrucs
Groos

EstLnates
Net

Esdmatce

Public Debt 173.2 113.3 17 5.4 175.4 175.2

24.1

2.1

172 98.1 ,9.9

82.2

63.6

Pensions and

Gratuities
31.8 31.8 29.3 29.3 24.4

I.(r3

83.3

Salaries and

Allowances
3.0 3.0

0.0005 0.( )0()5

). ) 3.3

0.0005 0.(xx r5

.06 .((r

1.5 1.5

49.4

International
Organisations

0.0

0.()

0.()

(),0

1.4

199.1

0.0 0.0

0.1)
Miscellaneous
Services

0.06 0.06

t.4

0.0

Guaranteed
Debt

1.4 1.9

203.3

93.3 126.7

97.0Totd m9.5 209.s 209.5 209.5 95.0

Table 4: Analysis of CFS expenditures (in Kshs. Billions)

Source: Mini.slr.l' of Finance and MDA.t

NB: There was no expenditure on the international organizations and miscellaneous services votes for the

period under review.

3.5 Recurrent Expenditure Analysis by Sector

This section takes a critical analysis of each sector's recurrent budget verses the exchequer issues and

actual expenditure for MDAs. The total recurent budget for FY 201112012 for all the sectors was Kshs.

552.9 billion which represents 47.7 per cent of the total budget. In the Supplementary Budget the recument

expenditure \l/as revised upwards to Kshs. 578.4 billion representing a 4.6 per cent increase.

The total recurrent expenditure for the period under review cumulatively stood at Kshs. 485.7 billion,

which represents 84.0 per cent of the revised gross estimates. The National Security sector had the highest

absorption rate of 100 per cent, whereas the Physical lnfrastructure had the least absorption rate of 3 I .5 per

cent of revised gross estimates. Figure 5 summarizes the comparison between the actual expenditure for

the period under review and the revised gross estimates for the FY 201112012.

Rudgel I mplementutittn Reviex, Report
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Figure 5: Comparison of Actual Expenditure and Revised Gross Estimates (in Kshs. millions)
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3.5.1 Human Resource Development

This sector comprises of five sub-sectors, namely Education, Teachers Service Commission (TSC), Labour,

Medical Services, and Public Health and Sanitation.The Human Resource Development sector is responsible

for the provision and co-ordination of services relating to Education, Labour, Medical Services, Public

Health and Sanitation in order to create a globally competitive and adaptive human resource. For the FY

20lll20l2 this sector was allocated Kshs. 183.8 billion which was revised to Kshs. 194.7 billion in the

Supplementary Budget which represents 5.9 per cent increase.

For the period under review this sector received exchequer issues totalling Kshs. 191.7 billion which

represents 102-2per cent of the revised net estimates. The Education sub sector received the highest exchequer

issues of Kshs. 40.0 billion which is I17.8 per cent of the revised net estimates while the Labour sub-sector

received the least exchequer issues of Kshs. I .6 billion which is 93.4 per cent of the revised net estimates.

The excess exchequer issue is attributed to the release of Kshs. 7 billion to the Ministry of Education for

Free Primary Education (FPE) and Free Day Secondary Education (FDSE) which are funded based on

capitation. This expenditure was not factored in the FY 201112012 Supplementary Budget necessitating

approval of the exchequer issues underArticle 223(l) (a),223 (2) and 223 (5) of the Constitution.

The actual expenditure for the sector was Kshs.l85.l billion, representing an average absorption rate of
95.1 per cent. The Medical Services sub sector spent Kshs.27.9 billion, which included A.I.A collections,

representing 88.7 per cent rate of absorption, while the Labour sub-sector spent Kshs. 1.4 billion representing

anabsorptionrate of 76.5 percent.TheTSCandPublicHealthandSanitationsub-sectorsspentKshs. lll.9
billion and Kshs. 12.3 billion representing absorption rates of 99.8 and 99.5 per cent respectively. Table 5

summarises the recurrent expenditure of the sector

Budgel Implementation Revie'n' Rcport
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Name of sub-
sector

Revised Gross
Ectimates
201il12

Appropriation
inAid

201U12

Revised Net
Esdmates
20tyt2

Exchequer
Issues

Actual
Expenditure

Expenditure as

a 7o ofRevised
Gross Estlmates

Erchequer Issues
es o/" of Revlsed

net Ertimatcs

Medical
Services

3 1,5 10.2 3,824.0 27.686.2 26.9.19.0 )7 Olx ) 88.7 97.3

Labour 1,817 .2 89.0 1.728.2 I .(r l l.7 I,.190.7 76.5 93.4

Education 36.986.2 3,05 7.8
3 3,928.3 39.98I 0 -t 1,626.4

85.5
I 17.8

T.S.C lL2.049.0 80.0
l l 1,969.0 I t0.9 t 0.0 I I t.t(76.,+

99.8
99. I

Public Health &
Sanitation r 2,3 l 8.9

58.0 12.260.9
ll.l5.l.-.] 12,259. I

99.5
99.9

Total 194,681.5 7,108.8 187,572.1 191,707.9 r85,090.E 95.1 1o2.2

Table 5: Analysis of Recurrent Expenditure and Net Exchequer Issues for Human Resource Developrnent
(in Kshs. millions)

Source: Ministry ol Finance & MDAs

3.5.2 Public Administration and International Relations Sector

The Public Administration and International Relations (PAIR) Sector comprises of the Cabinet Office, State

House, Public Service Commission, Office of the Prime Minister, Planning, National Development and

Msion 2030, Public Service, Finance and Foreign Affairs. This sector provides leadership and direction

in the implementation of Government policies and further undertakes key functions cutting across all

government agencies such as mobilisation of both human and capital resources, budgeting, planning and

the management of the country's foreign policy. During the FY 20lll20l2 the sector was allocated a total

of Kshs. 39.3 billion for recurrent expenditure, which was revised to Kshs.4l billion in the 20lll20l2
Supplementary Budget.

The PAIR sector received exchequer issues amounting to Kshs. 38.8 billion which represents 97.4 per cent

of reviseC gross estimates. The Public Service and th.e Office of the Prime Minister sub-sectors received the

highest exchequer issues of Kshs. 3.5 billion and Kshs. 1.9 billion respectively, which represents 100 per

cent of their revised net estimates. The Finance sub-sector received exchequer issues of Kshs. l8.i billion

representing96.6 per cent of the net revised estimates. The Office of the Controller of Budget received the

least exchequer issues of Kshs. 30 million which represents 48.4 per cent of the net revised estimates. This

is because funds on this vote were available in May 2012 after approval of the Supplementary Budget.

The overall expenditure for the sector was Kshs. 34.6 billion representingS4.6 per cent of the revised gross

estimates. The highest absorption rate in this sector at99.3 percent was from the state house and public

service commission sub sectors whose expenditure stood at Kshs. 1.4 billion and Kshs. 674.6 million

respectively. The Office of the Controller of Budget spent Kshs. 30 million representing 48.4 per cent

absorption rate. Table 6 below summarises the recurrent expenditure of the sector.

I| u d'!t,t I tt pl cmc n lu ti rt n R evictt' R cprtrl
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Name of sub-
sector

Revked Gross
Esdmates
20tut2

Appropriation
hAld
20ty12

Revised Net
Eidmetes
201il12

Erchcqucr
bsuer

Acturl
Erpcadlturr

Expenditure as e

7o of Revised Gross
Estimates

Exchequer Isruec as

7o ofRevised net
Estimetes

State House |,413.6 2.0 t,4ll.6 1,407.6 t,403.2 99.3 99.7

State for Public
Service

3.563.3 46.0 3,517.3 3,5 16.9 f,2u.t 91.6 100.0

Foreign Affairs 9.996.3 97 t.7 9.024.6 8,708.0 6,165.5 61.7 96.5

P.N.D & Vision
2030

2.831.6 72.0 2,759.6 2,756.3 2,599.7 9l .8 99.9

Finance 18.738.3 18,738.3 I 8,l 10.0 t'r ,261.t 92.1 96.6

Cabinet Office 1,392.7 1.0 I ,391 .7 l,336.9 l,315.2 94.4 96.1

Public Service
Commission

679.3 I 3.5 665.8 659.0 674.6 99.3 99.0

Office of the
Prime Minister

I.945.5 1.0 t,944.5 1,944.5 1,92',1.0 99.0 100.0

The Controller
ofBudget

62.0 62.0 30.0 30.0 48.4 48.4

The CRA 340.8 340.8 340.0 99.8

Totsl
40,963.4 1,107.2 39,856.2 3t"tog.r 34,42.4 84.6 97.4

Table 6: Analysis of recurrent expenditure end net exchequer issues for PAIR (in Kshs. millions)

Source: Minislry of Finance & MDAs

3.5.3 Trade, Tourism and Industry (TTI) Sector

The sector comprises of the following sub-sectors: Trade, East African Community (EAC), National

Heritage and Culture, Tourism and Industrialisation. The sector contributes significantly to the overall

national development agenda as envisioned by the KenyaVision 2030, to oversee EAC's regional integration

initiatives, poverty reduction and creation of employment opportunities. The Sector also plays a significant

role towards achievement of the Millennium Development Goals (MDGs). During FY 20lll20l2,the
sector was allocated a total of Kshs. 8.1 billion which was revised upwards to Kshs. 8.2 billion in the

Supplementary Budget.

The sector received exchequer issues amounting to Kshs. 7.7 billion representinE 99.4 per cent of the

revised net estimates. Trade sub- sector received Kshs. 1.6 billion representing9T .3 per cent while Tourism

sub-sector received K-shs. I .6 billion representing 100 per cent of the revised net estimates.

The total expenditure for the sector stood at Kshs. 7.3 billion for the period under review, which is 88.3 per

cent of the revised gross estimates. The Trade sub-sector spent Kshs.l.3 billion representing69.5 per cent

while the EAC sub sector spent Kshs.l.0 billion representing99.0 per cent absorption rate. The National

Heritage and Culture sub-sector spent Kshs. 1.7 billion representing9T.9 per cent while the Tourism sub-

sector spent Kshs. 1.5 billion representing 94.8 per cent absorption rate. Table 7 summarises the sector's

perforrnance.
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Name of Sub-sector
Revlsed Gross

Estimates
201il12

Appropriation
in Aid
20tut2

Revised Net
Estimates
20tln2

Exchequer
Issues

Actual
Expendlture

Expenditure as

a 7o ofRevised
Gross Estimates

Exchequer Isues
as ToofRel'lsed

net Estimrtes

Trade 1.942.0 289.1 1,652.9 1.608.0 I,348.8 69.s 97.3

East African Community l,047.8 1.0 1,046.8 I,046.7 I.040.0 99.3 100.0

National Heritage &
Culture

1.763.9 27.0 1.716.9 t.736.9 t.726.2 97.9 100.0

Tourism t,569.6 I I.0 1,55U.6 1.558.5 1,487.2 94.8 100.0

Industrialisation 1.925.8 151.5 | .77 4.3 1.773.6 I.684.9 87.5 100.0

Total 8,249.0 479.6 7,769.4 7,723.8 7,287.2 88.3 99.4

Table 7: Analysis of recurrent expenditure and net exchequer issues for Trade, Tourism and Industry sector
(in Kshs. millions)

Sottrce; Ministtl' of' Finance & MDAs

3.5.4 Agricultural and Rural Development Sector

This sector comprises of the following five sub-sectors: Agriculture, Livestock Development, Fisheries

Development, Lands and Settlement and Cooperative Development and Marketing. This sector is critical

for economic growth, employment and poverty reduction.The sector was allocated Kshs. 16.8 billion which

was revised to Kshs. 17.5 billion in the Supplementary Budget.

The total exchequer issues released to the sector amounted to Kshs. 17. 1 billion for the period FY 201 ll20l2.
The Agriculture sub-sector received Kshs. 8.7 billion which represents 100 per cent of the revised net

estimates. Livestock Development sub-sector received Kshs. 4.0 billion, which represents 98.7 per cent of
the revised net estimates. Cooperative Development and Marketing sub-sector received L I billicn which

represents 96.6 per cent of the revised net estimates. Fisheries Development sub-sector received Kshs. 1.3

billion representing99.9 per cent of net estimates. Lands sub-sector received the least exchequer issues of
Kshs. 2.1 billion representing96.2 per cent of the revised net estimates.

The sector's actual expenditure for the period under review was Kshs. 15.8 billion representing90.2 per cent

of the revised gross estimates. The Agriculture sub-sector's actual expenditure stood at Kshs. 7.9 billion

representingS9.4 per cent of the revised gross estimates. Livestock Development sub-sector's expenditure

was Kshs. 3.8 billion representing 95.0 per cent absorption rate. Table 8 summarizes the performance oi
the sector.
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Table 8: Analysis of Recurrent Expenditure and Net Exchequer Issues for Agricultural and Rural Development Sector
(in Kshs. millions)

Name of sub-sector
Revlsed Gross

Estlmates
201u12

Appropriation
lnAid

201u12

Revlsed
Net

Estlmates
20rut2

Exchequer
Issues

Actuel
Expenditure

Expenditure as

a 7o ofRevlsed
Gross Estimates

Exchequer Issues

as per cent of
Revised net
Estimateg

Agriculture 8.845.5 177.0 8.668.5 8.668.0 7.905.5 89.4 100.0

Livestock Development 4.043.6 23.3 4.020.3 3,967.1 3.839.5 95.0 98.7

Cooperative
Development &
Marketing

I ,129.3 21.5 I,107.8 t.070.0 gtt 1.4 86.9 96.6

Lands and Settlements 2.210.9 , )tno 2.126.2 1.9't4.6 89.3 96.2

Fisheries Development t,302.6 1,302.6 I .301 .9 I,l l l.0 85.3 99.9

Totel 17,531.9 221.8 17,310.0 u,133.5 15,812.0 90.2 99.0

Source: Ministry oJ Finance & MDAs

3.5.5 Environment, Water and Irrigation Sector

This sector comprises of the following sub-sectors; Environment and Mineral Resources, Water and

Irrigation, and Forestry and Wildlife. These sub-sectors form the foundation for a clean, secure and

sustainable environment by promoting the quality of the country's environment and natural resources.

During the FY 201112012, the sector was allocated Kshs. 13.7 billion which was revised to Kshs. 14.3

billion in the Supplementary Budget.

The sector received exchequer issues amounting to Kshs. 10.3 billion which represent 99.6 per cent of the

revised net estimates. The Environment & Mineral Resources and Forestry & Wildlife sub-sectors received

100 per cent of their exchequer issues amounting to Kshs. 2.3 billion and Kshs. 3.8 billion respectively.

The Water and Irrigation sub-sector received Kshs. 4.1 billion which represents 99.1 per cent of revised net

estimates.

The overall expenditure for the sector was Kshs. 9.9 billion representing an overall absorption rate of 69.3

per cent of the revised gross estimates. The Environment and Mineral Resources sub-sector spent Kshs. 2.3

billion which was the highest at 81.5 per cent. The Water and Irrigation sub-sector spent Kshs. 3.8 billion

representing an absorption rate of 62.0 per cent while the Forestry and Wildlife sub-sector spent Kshs. 2.3

billion representing an absorption rate of 7l-3 per cent. Table 9 summarises the sector's perforrnance.
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Name of sub-
sector

Revised
Gross

Estimates
20lyt2

Appropriation
in Ald
20tyt2

Revised Net
Estimates
201il12

Exchequer
Issues

Actual
Expenditure

Expenditure as a

per cent of Revised
Gross Estimates

Exchequer Issues as
per cent of Revlsed

net Estlmates

Water and

Irrigation
6.t34.9 1,967 .7

470.4

4,167.l 4.130.0

) 1)O r) 2.329.0

3.799.4 3.199.4

3.1t05.6 62.0 99.t

Environment and

Mineral Resources
2,799.4 2.281.6

3.798.9

81 .5 100.0

Forestry and
Wildlife

5,3 28. s I,529. l 7t.3 100.0

Total 14,262.7 3,967.2 9,886.1 69.3 99.6

Table 9: Analysis of Recurrent Expenditure and Net Exchequer Issues for Environment Water and Irrigation
(in Kshs. millions)

10,295.5 10,258.4

Source: Ministrv of Finonce & MDAs

3.5.6 Gol'ernance, Justice, Law and Order Sector (GJLOS)

The Governance, Justice, Law and Order Sector (GJLOS) comprises of the following sub-sectors: Provincial

Administration and Internal Security; Office of the Vice President and Home Affairs; Justice, National

Cohesion and Constitutional Affairs; State Law Office; Judiciary; Ethics and Anti-Corruption Commission;

National Assembly; Kenya National Audit Office; Immigration and Registration of Persons; Independent

Electoral and Boundaries Commission; and Directorate of Public Prosecution.

The sector plays an important role in providing a stable environment for political, social and economic

development of the country. The specific role of the sector includes: constitutional implementation,

provision of security, making laws, ensuring good governance and accountability in public resourccs,

management of electoral process, delimitation of electoral and administrative boundaries, registration,

regulation and funding of political parties, rehabilitation, reintegration and resettlement of custodial and

non-custodial offenders, providing migration services and rnaintaining law and order in the country. During

theFY20lll20l2thesectorwasallocatedatotalof Kshs. l08.3billionforrecurrentexpenditure,which

represents 9.4 per cent of the total budget. This was revised to Kshs. 105.7 billion in the Supplementary

Budget.

The GJLOS sectorreceived a totalofKshs. 99.83 billion as exchequer issues in the FY20lll2012 representing

94j per cent of the net estimates. The Judiciary received Kshs. 6. I billion representing 100 per cent, of the

net estimates. The Provincial Administration and Internal Security sub- sector received Kshs. 57.3 billion

representin g99.7 per cent while the National Assembly received Kshs. 8.6 billion which represent 98.2 per

cent of the revised net estimates.

The actual expenditure for the sector stood at Kshs.91.9 billion for the period ending 30th June,20l2

representing 87.0 per cent of the revised gross estimates. The Kenya National Audit Office spent Kshs. L3

billion accounting for an absorption rate of 83. I per cent, r,vhile the Independent Electoral and Boundaries

I) u dget I mplamcntution Revicn' Rcport
l'ourth Quurter 2l) I I i2l) l2
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Commission spentKshs. 3.3 billion representing 43.8 percent absorption rate. The Independent Electoral and

Boundaries Commission sub-sector witnessed low level of absorption of funds that needs to be addressed.

Table l0 below summarises the status of the sector's performance. The National Police Commission has not

been operationalized therefore it was not able to utilize its budget.

Table l0: Analysis of Recurrent Expenditure and Net Exchequer Issues for GJLOS (Kshs. millions)

Sourc'e : Ministry oJ' Finance &MDAs

Name of sub-sector
Gross

Esdmetes
20tyt2

Appropriation
tnAld

20tu12

Net
Estimrtc8
20rut2

Exchequer
Issues

Actuel
Expenditure

Erpendlture rs
a percentof

Grosc Esdmater

Exchequer lssues
83 r percent net

estlmeteg

Provincial
Administration and
Intemal Security

57.438.9 57,438.9 57 .27 3.7 52.636.8 91.6 99.7

Office of the Vice-
President and Home
Affairs

t3,7 69.4 13.7 69.4 13.665.6 I 1.585. I 84. I 99.2

Justice, National
Cohesion and
Constitutional Affairs

2,30-/.'7 214.9 2,092.8 2.087.8 2.193.2 95.0 99.8

State Law Office 1.309.8 1,309.8 r,309.3 l.29l.l 98.6 100.0

The Judiciary 6,141.5 6.141.5 6.141.5 6.1 10. r 100.0 r 00.0

Kenya National Audit
Office

l,530.7 I 10.0 1.420.7 1,266.8 1.272.1 83. I 89.2

National Assembly 8.7 64.1 3.0 8.761.1 8.604.7 7,828.0 89.3 98.2

Independent
Electoral& Boundaries
Commission

7.440.6 8.7 7 ,43t.9 3.1 81 .8 3.260.6 43.8 42.8

Ethics & Anti-
Comrption
Commission

1,407.6 2.6 I,405.0 t.292.t 1.244.7 88.4 92.0

Immigration and
Registration of
Persons

4,2 88.0 4.288.0 3,83 8.5 3.419. I 79.7 89.5

Directorate of Public
Prosecutions

490.9 0.9 490.0 450.0 3 86.5 "t8.7 9l .8

Human Rights and
Equality Commission

307.5 307.5 305.0 302.8 98.5 99.2

Commission for the
Implementation of the
Constitution

415. I Ll 4 14.0 4t4.0 37 t.6 89.5 100.0

The National Police
Service Commission

r00.0 100.0 0

Totel 105,711.6 341.2 105,370.5 99,830.8 91,931.5 87.0 94.7

Rudget I mplemcntution Reyiex, Rcport
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)

3.5.7 Physical Infrastructure Sector

The Physical Infrastructure Sector consists of the following sub-sectors: Roads; Public Works; Transport;

Energy; Local Government; Nairobi Metropolitan Development and Housing. The Kenya Vision 2030

recognizes the importance of development infrastructure as critical for socio-economic transformation.

The Infrastructure Sector aspires for a country with modem metropolitan cities, municipalities and towns

with infrastructural facilities that meet international standards to make Kenya a globally competitive and

prosperous country. During the FY 20lll20l2 the sector was allocated Kshs. 55.8 billion which was revised

to Kshs. 55.5 billion in the Supplementary Budget.

The sector received Kshs. 9.7 billion as exchequer issues for the period ending 3Oth June 2012 representing

98.8 per cent of the revised net estimates. The sub-sectors received the following; Local Government

received Kshs. 1.2 billion representing 100 per cent of revised net estimates, Roads received Kshs. 1.8

billion representingg6.6 per cent. Transport received Kshs. 1.4 billion representing 100 per cent, Energy

received Kshs. 2.3 billion representing 100 per cent, Nairobi Metropolitan received Kshs. 302.4 million

representing 100 per cent while Public Works received Kshs. 1.5 billion representing 96.5 per cent of

revised net estimates.

The actual expenditure for the sector was Kshs. 17.5 billion which represents an absorption rate of 31.5

per cent. The Local Government sub- sector spent Kshs. 1.1 billion representing an absorption rate of

6.1 per cent (this hgure excludes the Local Authorities Transfer Fund (LAIF) expenditures), while the

Transport sub-sector spent Kshs. 1.4 billion representing a 35.7 per cent absorption rate. Failure by the

Local Government sub-sector to report A-in-A needs to be addressed. Similarly, failure to report LAIF

expenditure needs to be addressed so as to improve reporting of expenditure. The sector's performance is

summarised in Table I l.

tludget lmplemt'ntution Rtlien' Rtpirvy
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Name of sub-
sector

Revised Gross
Estimates
20tu't_2

Appropriation
inAid
20tut2

Revised Net
Estimates
201il12

Exchequer
Issues

Actual
Expenditure

Expenditure as a
per cent of Revised

Gross Estimates

Exchequer Issues as

per cent of Revised
net Estimates

Local Govemment t8,466.1 l 7.301 .9 1,t64.2 l,163.9 I ,l2l .0 6.1 * 100.0

Roads
27,223.t 25,397.5 1,825.6 |.762.7 9.7 43.5

3s.8 96.6

Transport 1q6R5 2,545.0 t,423.5 1,423.3 I .41 6.0
35.7 100.0

Energy
2,278.8 2.278.8 2,278.6 2,244.2

98.5 r 00.0

Housing
t,736.7 485.0 1,251 .7 t,25 I .6 1.240.t

71.4 100.0

Nairobi
Metropolitan
Development

303.4 1.0 302.4 302.4 291.0
9s.9 t00.0

Public Works
I,s44.s 1,544.5 l,49l.l I ,,11 3.0

91.5 96.s

Total 55,52t.2 45,730.4 9.673.6 17,468.8 31.s 98.8

Table 1l: Analysis ofRecurrent Expenditure and Net Exchequer Issues for Physical Infrastructure Sector

(in Kshs. millions)

9.790.8

Source: Ministry of Finance & MDAs

* Figures excludes LATF

3.5.8 Special Programmes Sector

Special Programmes Sector comprises of the following five sub-sectors: Regional DevelopmentAuthorities,

Gender, Children and Social Development, Special Programmes, Youth Affairs and Sports, and Development

of Northern Kenya and Other Arid Lands. The sector spearheads the formulation and implementation

of regional development policies, youth empowerrnent, gender, children and social development. In the

20ll/2012 financial year the sector was allocated a total of Kshs. 19.0 billion which was revised to Kshs.

20.0 billion in the Supplementary Budget.

The sector received Kshs. 19.6 billion representing 98.3 per cent of the revised net estimates. The sub-sectors

received the following exchequer issues: Regional Development received Kshs. 7 61.9 million representing

100 per cent of revised net estimates, Gender received Kshs. 4.1 billion representing99.9 per cent, Special

Programmes received Kshs. 8.4 billion representing 100 per cent, Youth Affairs received Kshs. 5.7 billion
representing94.4 per cent while Northern Kenya received Kshs. 541.7 million representing 100 per cent of
revised net estimates.

The total actual expenditure for the sector stood at Kshs. 17.5 billion indicating an overall absorption rate of
87.6 per cent. The Regional DevelopmentAuthorities sub-sector spent Kshs. 7 50.5 million representing 98.5

per cent absorption rate. The Gender, Children and Social Development sub-sector spent Kshs. 3.6 billion

I
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representing 85.6 per cent, while the Special Programmes sub-sector spent Kshs. 8.3 billion representing to

98.2 per cent. Table l2 below summarises the performance of the sector.

Table l2: Analysis of Recurrent Expenditure and Net Exchequer Issues for Special Programmes Sector
(in Kshs. millions)

Source: Ministry of Finance & MDAs

3.5.9 Research,Innovation andTechnology Sector

The Research, Innovation and Technology (RIT) Sector comprises of the Information and Communications

and the Higher Education, Science and Technology sub-sectors. The sector plays an important role in

developing and promoting research, innovation and technology for high value products and services. Du;ing

the FY 201112012, the sector was allocated a total of Kshs. 43.1 billion which was revised to Kshs. 42.9

billion in the Supplementary Budget.

For the period under review, the Information and Communications sub-sector received Kshs. 1.8 billion

representing99.3 per cent of the revised net estimates while the Higher Education, Science and Technology

sub- sector received Kshs. 25.7 billion representing 100 per cent.

Information and Communication actual expenditure was Kshs. 1.7 billion representing 95 percent of the

revised gross estimates while the Higher Education, Science and Technology spent Kshs.25.6 billion

representing62.4 per cent. Table l3 below summarises the recurrent expenditure of the sector.

Name of sub-
sector

Revlsed
Grocs

Estlmates
201,/12

Appropriation
inAld

201il12

Revised
Net

Estlmates
20lut2

Exchequer
Issues

Actual
Expenditure

Expenditure as

a 7o ofRevised
Gross Estimates

Erchequer Issues
as 7o ofRevlced net

Ecdmatel

Regional
Development
Authorities

762.3 762.3 761.9 750.5 98.5 100.0

Gender,

Children
and Social
Development

4,151.0 10.4 4.140.7 4,135.9 -r.553 7 85.6 99.9

Special
Programmes 8,432.8

3.0
8,429.8 8.,{29.tr tt.2tt0.9

98.2 100.0

Youth Affairs
and Sports 6.102.6

69.5
6,033. r 5,697.4 4,932.5

80.8 94.4

Dev. of N.
Kenya & Other
Arid Lands

551.8 4.0 547.8 547.7 286.4 52.3 100.0

Total 20,000.5 86.9 19,913.6 t9,s72.8 17,517.7 87.6 98.3

Budgct I ntplcmentation Refiex' Report
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Name of sub-
sector

Revlced Grocs
EBtimrteg
20tut2

Approprirdon
in Atd

201u12

Revlsed Net
Estlmetes
20tut2

Exchequer
Issues

Actual
Erpenditure

Expenditure as

a 7o ofRevised
Gross Estimates

Exchequer Issues

as 7o ofRevised
net Estimates

Information and

Communications
1.8 16.5 t7.0 |,799.5 r.786.0 r.726.1 95.0 99.3

100.0
H. Educ. Sci. &
Tech.

4l .095.9 15.392.0 25.703.9 25,703.9 25,624.7 62.4

Totel 42,912.4 t5,409.0 27,503.4 27,4E9.9 27Js0.E 63.7 100.0

Table l3: Analysis of Recurrent Expenditure and Net Exchequer Issues for RIT Sector (in Kshs. millions)

Source: Minislry of Finance & MDAs

3.5.10 National Security Sector

The sector comprises oftwo sub-sectors, namely Defense and National Security Intelligence Service (NSIS).

This sector is important in ensuring that the country's territorial borders are secure. The sector was allocated

Kshs. 65.2 billion which was revised to Kshs. 78.7 billion in the Supplementary Budget.

The exchequer issues released to the sector were Kshs. 75.3 representing 95.6 per cent of the revised net

estimates. The Department of Defense received Kshs.61.3 billion accounting for 94.8 per cent of the

revised net estimates. The NSIS received Kshs. 14 billion, which accounted for 100 per cent of the revised

net estimates.

The total expenditure for the sector was Kshs. 78.7 billion representing an overall absorption rate of 100

per cent. The Defence sub-sector spent Kshs. 64.7 billion amounting to 100.2 per cent of revised gross

estimates. The NSIS sub-sector spent Kshs. l4 billion representing 100 per cent of revised gross estimates.

Table l4 below summarises the recument expenditure of the sector.

Table l4: Analysis of Recurrent Expenditure and Net Exchequer Issues for National Security Sector (in Kshs. millions)

Source: Ministry of'Finance & MDAs

3.6 Development Expenditure Analysis by Sector

The total allocation for development expenditure for all the sectors for FY 20lll20l2 was estimated at

Kshs.396.6 billion which was revised to Kshs. 382.6 billion in the Supplementary Budget representing a

reduction of3.5 per cent.

I

Name of
sub-s€ctor

Revlsed Gross
Estimates
20lllt2

Appropriation
inAid
20tut2

Revlsed Net
Estimates
20tut2

Erchequer
Issues

Actual
Expenditure

Expenditure as N o/o

of Revised Gross
Estimates

Exchequer Issues as 7o

of Revlsed net Estimrtes

Defence
64694.3 64694.1 6l .307.3 64.687.4

105 94.8

NSIS 14,01 6. I 14.0 I 6. I t4,00'1.5 14.007.5 100 100

Total 18710.4 78,560.0 7s3t4.9 78,695.0 100.2 95.6

Budget I mplementalion Reviex' Rcport
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Exchequer amounting to Kshs. 211.4 billion was released for development activities which represents 86.9

per cent of the revised net estimates. The TTI sector received the highest exchequer issues of Kshs. 4.4

billion which represents 99.6per cent of the revised net estimates while RIT received Kshs.9.0 billion

which represents 79.3 per cent of the revised net estimates.

The total expenditure of the development budget for the period under review stood at Kshs. 210.7 billion

which represents 55.1 per cent of the revised gross estimates. The TTI sector had the highest rate of

absorption of 90.8 per cent which amounted to Kshs. 4.4 billion. The Special Programmes sector had the

lowest absorption rate of 46.1 per cent and spent Kshs. l0 billion of its revised gross estimates. Figure 6

summarises all the sectors' performance.

Figure 6: Comparison of Development Actual Expenditure and Revised Gross Estimates (in Kshs. millions)

Revased Gross Expendature versus actual expendature

Spccial Prog,rammcs

Public Administration

Governunce, JLrsticc, Law and Orde r Scctor

Rescarch, lnnovatron And Tcchnology
o
t lluman Resourcc DcveloPmcnt
o,

Environmcnt Water arrd lrrigation

Physical lnfrastructurc

Tracle Tourism and lndustry

Ag,riculture and Rr-rral Development

40.ooo 80,ooo
Ksh millions

120,OOO L60,OOO

r ActLral Expcncliture r Revisecl Gross Estimates
201.1/12

Sourcet: Olfice of'the Controller of Budget and Ministry of Finance

3.6.1 Human Resource Development

The sector was allocated Kshs. 32.4 billion which was revised to Kshs. 37.8 billion in the Supplementary

Budget. For the period July 201 I to June 2012, a total of Kshs.15.9 billion was released as exchequer issues

representing 86.9 per cent of the revised net estimates.

The Medical Services sub-sector received the highest exchequer issues of Kshs. 2.5 billion representing

98.0 per cent of the revised net estimates, while Public Health and Sanitation sub-sector received the least

exchequer issues of Kshs. 8.8 billicn which represents 84.4 per cent of revised net estimates.

Rudget lmplementation Rcvir,rr Reporl
Fourth Quurter 201 l/201 2
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The actual expenditure for the sector was Kshs. 18.8 billion, which represents 49.6 per cent of the revised

gross estimates. The Medical Services sub-sector spent Kshs.2.3 billion representing 57.7 per cent

absorption rate, while the Labour sub-sector spent Kshs. 276.3 million which was the lowest absorption

rate of 25 .9 per cent. The summary of the sector's performance is shown in Table I 5 .

Table l5: Analysis of Development Expenditure and Net Exchequer Issues for Human Resources Development
(in Kshs. millions)

Source: Ministry of'Finance & MDAs

3.6.2 Public Administration and International Relations Sector

The sector was allocated Kshs. 72.6 billion which was revised to Kshs. 6l .6 billion in the Supplementary

Budget. For the period under review the sector received exchequer issues amounting to Kshs. 40.3 billion
which represents 80. I per cent of the net revised estimates.

The ForeignAffairs sub-sector received the highest exchequer issues of Kshs. 769.6 million representing

100 per cent of the revised net estimates. On the other hand, the Cabinet Office sub-sector received the least

exchequer issues of Kshs. 126.2 million which represents 40.7 per cent of the revised net estimates.

The cumulative development expenditure for the period July 201I to June 2012 for this sector was Kshs.

39.6 representing an overall absorption rate of 64.2 per cent. The State House sub-sector spent Kshs . 361.6

billion and which was the highest rate of absorption of 99.6 per cent. The Cabinet Office sub-sector had the

lowest rate of absorption of 6 per cent. Table l6 summarises the sector's performance.

Name of the Sub-
sector

Revised Groes
Estimates
20rut2

Approprietlon
inAid
20tut2

Revised Net
Estimrtes
20tllt2

Exchequer
Issues

Actuel
Erpenditure

Expenditure as

a 7o ofRevised
Gross Estimates

Exchequer Issues
as o/o of Revised net

Estlmates

Medical Services 3,915.1 1,352.4 2,562.8 2,512.6 ,)sa1 5'7.7t 98.0

Labour I,067.0 6l t.l 455.9 398.9 276.3 25.89 87.5

Education 7,829.7 2.954.7 4,875.O 4.207.4 3,5 78.5

t2.649.4

45.70 86.3

Public Health and
Sanitation

25,007.4 14,587.3 10,420.1 8,795.9 50.58 84.4

Totil 37,8193 I9,505.5 18313.8 15,914.8 18,763,4 49.61 86.9

Rudgcl Implcmcntolion Reyictt Rcpttrt
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Name of the Sub-
sector

Revlsed Gross
Estimrtes
20lllt2

Appropriation
lnAid
20lllt2

Revised Net
Esdmetes
20tyt2

Erchequer
Issues

Actud
Expenditurt

Expenditure as

r per cent of
Revised Gross

Estlmates

Erchequer
Issues es per

cent ofRevised
net Estimates

State House 363.0 363.0 358.5 361 .6 99.62 98.7

Public Service 623.4 24.0 599.4 585. I 211.8 37.18 97.6

Foreign Affairs 770.0 770.0 769.t\ 307.9 39.99 100.0

Planning, N. D. &
v.2030

26.821.4 2,3t4.9 24,506.5 17.809.6 23,520.5

t4.470.4

87.69 72.7

Finance 27,380.9 4.080.9 23,300.0 20.2t6.6 52.85 86.8

Cabinet Office 4.710.6 4,400.6 3 10.0 126.2 2t12.3 s.99 40.7

Office of the Prime
Minister

992.4 554.3 438.2 426,6 4t7.9 42.1 97.4

Total 61,661.8 11,374,6 50,287.1 40,292.4 39,592.4 64.21 80.1

Table 16: Analysis of Development Expenditure and Net Exchequer Issues for PAIR (in Kshs. millions)

Source: Ministry of'Finance & MDAs

3.6.3 Trade, Tourism and Industry. (TTI) Sector

The TTI sector was allocated Kshs. 5.3 billion which was revised to Kshs. 4.9 billion for its for FY 20lll12.

The total exchequer issues to the MDAs under this sector for the period ending 3Oth June, 2012 was Kshs.

4.4 billion representing99.6 per cent of revised net estimates.

The sub-sectors were all funded well as all of them received almost 100 per cent of their revised net estimates.

The sub-sectors were funded as follows: Industrialization received Kshs. 2.4 billion which represents 99.7

per cent, Tourism received Kshs. I .0 billion representin g 99.9 per cent and Heritage received Kshs. 623.6

million representing 98.8 per cent of revised net estimates.

The actual expenditure for the period under review was Kshs. 4.4 billion representing an overall absorption

rate of 90.8 per cent. The Tourism sub-sector spent Kshs. l.l billion representing an absorption rate of 92

per cent, while the East African Community sub-sector spent Kshs. 1.3 million representing an absorption

rate of I .7 per cent of the revised gross estimates. Table l7 summarises the perforrnance of the sector.
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Name of the Sub-
sector

Revired Gross
Ectlmater
20tu12

Appropriatlon
ln AId
201il12

Revised Net
Esdmetee
20tut2

Exchequer
Issues

Actual
Expendlture

Expenditure as

a 7o ofRevised
Gross Estlmetes

Exchequer Issues

ac ToofRevised
net Eitlmrtes

Ministry of Trade 709.6 J 5I.J 377.3 3 75.0 37 t.7 52.38 99.4

Ministry of East
African Community

12.4 65.4 7.0 7.0 6.4 8.83 100.0

Ministry of State for
National Heritage
and Culture

631.0 631 .0 623.6 604.4 95.78 98.8

Ministry of Tourism I,059.5 25.5 1.034.0 l.032.7 1020.8 108.25 96.3

Ministry of
Industrialization

2,407.2 39. s 2.367.7 2.36 r .0 2.300.7 95.s8 99.7

Total 4,879,6 462.6 4,417.0 43993 4,430.0 90.79 99.6

Table 17: Analysis of Development Expenditure and Net Exchequer Issues for TTI (in Kshs. millions)

Source: Ministry of Finance & MDAs

3.6.4 Agricultural and Rural Development Sector

The sector was allocated at Kshs. 20.7 billion for its development programmes which was revised to Kshs.

26.2blllion in the Supplementary Budget. The total exchequer issues released to the sector for the period

ending June 2012 is Kshs. 18.5 billion, which represents 84.5 per cent of revised net estimates.

The Livestock Development sub-sector received the highest exchequer issues of Kshs. 3.5 billion which

represents 99.9 per cent of the revised net estimates while the Co-operative Development and Marketing

sub-sector received Kshs. 214.3 million which represents 98.3 per cent of revised net estimates. The

Agriculture sub-sector received the least exchequer issues of Kshs. 9.0 billion which represents 73.8 per

cent of the revised net estimates.

Thetotalexpenditureof thesectoramountedtoKshs. l3.Tbillionwhichrepresents 52.4per centof the

revised gross estimates. The Agriculture sub-sector spent Kshs. 7.0 billion representing44.0 per cent rate

of absorption, while the Fisheries Development sub-sector spent Kshs. 454.3 million representing an

absorption rate of 19.9 per cent. Table l8 summarises the perforrnance of the sector.
1
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Name of the Sub-
sector

Reviged Gross
Estlmrtes
20tut2

Appropriation
inAld
20tut2

Revtsed Net
Estlmates
20tyt2

Exchequer
Issues

Actual
Expenditure

Expenditure as

a oZ of Revised
Gross Estimates

Erchcquer Isuer
ar 7r ofReviscd

net Erflnrtes

Agriculture r5.980.2 3,767.5 12.2t2.7 9.01 3.0 7.026.5 43.9',7 73.8

Livestock
Development

3.778.4 306.5 3,472.0 3,468.5 2,437.6 64.51 99.9

Cooperative
Development and

Marketing
218.0 2 18.0 214.3 207.0 94.95 98.3

Lands 3.902.2 81.2 3.820.9 3,709. I 15?S7 91.62 97.t

Fisheries Development 2,284.0 I r2.0 2,172.0 2.099.5 454.3 19.89 96.7

TotaI 26,162.8 4267.1 21,895.6 18,504.4 13,700.6 52.37 84.s

Table l8: Analysis of Development Expenditure and Net Exchequer Issues for Agriculture and Rural Development
Sector (in Kshs. millions)

Source: Ministry o.f Finance & MDAs

3.6.5 Environment, Water and lrrigation Sector

The sector was allocated Kshs. 45.5 billion for development programmes which was revised to Kshs. 38.5

billion in the Supplementary Budget. The sector received Kshs. 23.9 billion as exchequer issues, which

represents 93.8 per cent of the revised net estimates.

The Water and Irrigation sub-sector received the highest exchequer issues amounting to Kshs. 18.7 billion

which represents 96.7 per cent of the revised net estimates, while the Environment and Mineral Resources

sub-sector received the least exchequer issues of Kshs. 3.1 billion accounting for 87.3 per cent of the net

revised estimates.

The total expenditure for the sector was Kshs. 20.8 billion representing an overall absorption rate of 54 per

cent. The Water and Irrigation sub-sector spent Kshs. 15.4 billion representing approximately 50 per cent

while the Environment and Mineral Resources sub-sector spent Kshs. 3.3 billion which is equivalent to

88.30 per cent absorption rate. Forestry and Wildlife sub-sector on the other hand spent Kshs. 2.1 billion

representing 56.8 per cent. Table l9 summarises the sector's perforrnance.
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Table 19: Analysis of Development Expenditure and Net Exchequer issues for Environment, Water and Irrigation Sector
(in Kshs. millions)

Name of the Sub-
sector

Revlred Gross
Esdmates
20tut2

Appropriation
lnAld
20tyt2

Revlsed Net
Estlmates
201U12

Exchequer
Issues

Actual
Expenditure

Expenditure as

s 70 ofRevised
Gross Estimates

Erchequer hsues
as Y. ofRevlsed

net Esdmrte3

Water and Irrigation 31.072.9 1 1,7 1 7.8 I 9.355. I 18.715.2 15,381 .2 49.50 96.7

Environment and
Mineral Resources

3,749.5 159.4 3,590. I 3,1 35.1 3.310.7 88.30 87.3

Forestry and Wildlife 3.724.t |,t72.7 2,55 1.3 2,076.8 2.114.3 56.78 8l .4

Totsl 3E,545.5 13,050.0 25,496.5 23,927.1 20,806.3 53.98 93.8

Source: Ministry of Finance & MDAs

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

The GJLOS sector was allocated Kshs. 14.5 billion which was revised to Kshs. l2.l billion in the

Supplementary Budget. The GJLOS sector received atotal of Kshs. 9.2 billion as exchequer issues for the

period July 201I to June 2012 representing 83.2 per cent of the revised net estimates.

The Provincial Administration & Internal Security and Home Affairs sub-sectors received 100 per cent

of their exchequer issues amounting to Kshs.4.3 billion and Kshs. 1.4 billion respectively.On the other

hand, the National Assembly sub-sector received the least exchequer issues amounting to Kshs. 510 million

which represents 36.5 per cent of revised gross estimates.

The sector spent a total of Kshs. 7.1 billion representing 58.2 per cent absorption rate. The State Law office

had the highest rate of absorption of 99 per cent of their revised gross estimates while the Ethics and Anti-

Comrption Commission and Justice, National Cohesion and Constitution Affairs had the least absorption

rate of l4 per cent. The Provincial Administration and Internal Security sub-sector's expenditure was Kshs.

2.5 billion representing 55.2 per cent of the revised gross estimates. Table 20 summarises the sector's

perforrnance.
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Name of the Sub-
sector

Revised Gross
Ectimrtes
20tut2

Appropriation
inAid
20lllt2

Revlsed Net
Erdmates
20tut2

Exchequer
Issues

Actuel
Expendlture

Erpendlture as

a per cent of
Revised Gross

Estimateg

Erchequerlrcuer u
per cent ofRevlrod

net Esdmrter

Provincial
Administration and

Intemal Security
4,472.6 t 71.8 4,300.8 4.300.7 2.466.6 55.1 5 100.0

Office of the V.P&
Home Affairs

1,485.8 1,485.8 1,4tt5.4 781 .6 52.60 100.0

Justice, National
Cohesion and
Constitutional
Affairs

1,027.4 865.5 l6l .9 160.6 147.4 14.35 99.2

State Law Office 26.8 26.8 26.3 26.5 99.02 98.3

The Judiciary 1,404.0 t,404.0 I,037.6 1,2 19.5 86.85 '73.9

National Assembiy 1,399.0 l,399.0 5 10.0 663.7 47.M 36.5

Ethics and
Anti-Com,rption
Commission

44.0 32.0 t2.o 5.tt 6.6 14.91 48. I

Immigration and
Registration of
Persons

2,254.7 2,254.7 1.658.5 1.743.6 '77.33 73.6

Total 12,114.2 1,0693 11,044.9 9,184.8 7,055.4 58.24 83.2

Table 20: Analysis of development expenditure and net exchequer issues for GJLOS Sector (in Kshs. millions)

Source: Ministry of Finance & MDAs

3.6.7 Physical Infrastructure Sector

The sector was allocated Kshs. 166.8 billion for development activities for the financial year 20ll/2012

which was revised to Kshs. 159.8 billion in the Supplementary Budget. The sector received exchequer

issues amounting to Kshs.74.9 billion representingS9.2 per cent of the revised net estimates.

The Public Works sub-sector received the highest exchequer issues amounting to Kshs. 5 billion which

represents 100 per cent of the revised net estimates. The Transport sub-sector received the least exchequer

issues amounting to Kshs. 3.9 billion which represents 58.9 per cent of the revised net estimates.

The total actual expenditure for this sector stood at Kshs. 86.4 billion representing 54.2 per cent of the

revised gross estimates. The Local Government sub-sector spent Kshs. 3.2 billion representingT4.T per

cent of revised gross estimates, while the Roads sub-sector spent Kshs . 39 .4 billion accounting for 5 I . I per

cent of the revised gross estimates. Table 21 summarizes the perforrnance of the sector.
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Name of the Sub-
sector

Revised
Grosr

Estimates
20tut2

Approprirdon
inAid
20tut2

Erchequer
Itguer

Actual
Expendlture

Expenditure as a
7o of Revlsed Gross

Estimates

Erchequer
Issues rs 70

of Revised net
Estfunates

Local Govemment 4,2s6.1 496.0 3,7 60.1 3,010.4 I. r 80.8 74.7 80. I

Roads 1't,fit.t 35,830.0 41.281.1 39.t27.4 39.439.7 5l.l 94.8

Transport 13,906.3 7,241.3 6.664.9 1 ors -)
4.179.6 30. I 58.9

Energy 55,180.4 32,085.7 23,094.8 t9.937.0 32, I 68. l 58.3 86.3

Housing 2,139.3 2,139.3 2.031.6 1.820.7 85. I 95.0

Nairobi Metropolitan
Development

2,005.7 2,00s.7 I ,879.4 1.844.8 92.0 93.7

Public Works 4,971.0 4.971.0 4.910.9 3.815.5 76.8 100.0

Totel 159,570.0 75,653.0 83,9I6.9 74,881.E 86,449.3 s4.2 89.2

Table 2l: Analysis of Development Expenditure and Net Exchequer Issues for Physical Infrastructure Sector
(in Kshs. millions)

Revised Net
Estlmetes
20tyt2

Source: Ministry of Finance & MDAs

3.6.8 Special Programmes Sector

The sector was allocated Kshs. 21.4 billion which was revised to Kshs. 2l.l billion in the Supplementary

Budget. For the period under review, the sector received exchequer issues amounting to Kshs. 15.3 billion
which represents 92.7 per cent of the revised net estimates.

The sub-sectors of Regional Development Authorities, Gender, Children & Social Development and

Development of Northern Kenya and Other Arid Lands received 100 per cent of the exchequer issues. The

Special Programmes sub-sector received the least exchcquer issues of Kshs. 2.8 billion which represents

72.3 per cent of the net revised estimates.

The sector's expenditure for the period under review was Kshs.l0.0 billion representing46.l per cent of
the revised gross estimates. The Regional Development sub-sector spent Kshs. 3.0 billion representing 59

per cent absorption which was the highest in the sector. The Gender, Children and Social Development

sub-sector spent Kshs. 2.2 billion representing 49.3 per cent which was the lowest absorption rate in this

sector.
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Name of the Sub-
sector

Revlsed
Gross

Estlmates
201u12

Appropriatlon
itrAid
20tut2

Revlsed Net
Estimrtes
20tu12

Erchequer
Issues

Actud
Erpendlturt

Expenditure rs r
per cent of Revised

Gross Estimates

Exchequer lwuer ar
per cent ofRevlsed

net Esdnates

Regional
Development
Authorities

5,I 18.5 1.784.5 3.334.0 3,333.9 3,01 8.7 58.98 r 00.0

Gender, Children and

Social Development
4.500.2 762.t 3,738. l 3,738. I 2,2t6.6 49.25 100.0

State fbr Special
Programmes

5 515 7 I .618.4 3,91'7.3 2,832.1 2,938.9 s3.09 12.3

Youth Affairs and

Sports
4.012.7 557.0 3,455.7 3,342.0 1,781 .0 44.38 96.'l

Development of
Northem Kenya and

OtherArid Lands
2.409.3 33 3.6 )01\1 2,075.7 1,246.0 60 100.0

Totsl
21,576.4 s,055.6 16,520.8 r5321.r 99s32 46.14 92.7

Trble 22: Analysis of Development Expenditure and Net Exchequer Issues for Special Programmes Sector
(in Kshs. Millions)

Source: Ministry of Finance & MDAs

3.6.9 Researcho Innovation and Technology (RIT) Sector

The sector was allocated Kshs. 43.1 billion for its development activities which was revised to Kshs. 20.3

billion in the Supplementary Budget. The sector received exchequer issues to Kshs. 9.0 billion, which

represents 79.3 per cent of revised net estimates.

The lnformation and Communications sub-sector received exchequer issues of Kshs. 3.5 billion representing

7l per cent, while the Higher Education, Science and Technology sub-sector received exchequer issues of

Kshs. 5.5 billion representing 85.7 per cent of the revised net estimates.

The sector's total expenditure was Kshs. 9.9 billion against the revised gross estimates of Kshs. 20.3 billion

representing absorption of 49 per cent. The lnformation and Communication sub-sector spent Kshs.3.7

billion representingT4.2 per cent of the revised gross estimates, while Higher Education sub-sector spent

Kshs.6.3 billion representing 40.8 per cent of the revised gross estimates.

lltrlgtt I nplrtn!,ttutitttt Reriex' Rclxtrt
l:rtrn'tlt ()utrttr 20 I I /)0 I 2

31



Ofice of the Coatroller of Budget

Table 23: Analysls of Development Expenditure end Exchequer Issues for Reseerch Informetion, Science snd Technology
(in Kshs. Millions)

Neme of the Sub
scctor

&|tfr.rr lmfr.a
*ur|xieilr

ft,lifirr

Iaeuurdmrmd
Cgmddmr 4,964.2 1.2 4,963.0 3,533.4 3,683.3 74.2S 7t.2

ttif[crg&cAm,
Scileant.
nctoloey

15,3 l9.s 8,955.5 6,3U.0 5,450.9 6,248.5 4f,J9 85.7

'*iniiUi;r,iffi.
.t" ril,iro;. l*.r.\,r;), ').] l

i;\ r: i

ni .,", ,, Wll LlslJ rt&96 ?!.$

Source: Ministry of Finance & MDAs
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4. Key Challenges Affecting Implementation of the Budget

The government anticipated fulI utilization of the 20lll20l2 Budget in line with the 201112012 Budget

Policy Statement to help propel the country to achieve the Vision 2030. Howeveq full utilization of the

budget especially the development budget, was hampered by various factors some of which are highlighted

below:-

. L,ack of a clear and effective Monitoring and Evaluation framework for budget implementation by the

MDAs resulting in poor supervision of projects and low absorption of funds.

. The financial management information systems in place are not adequate resulting in under-reporting

due to incomplete data and delays in analysis of information.

. Resource re-allocation from some sectors to fund emergencies caused by national disasters and Kenya

Defence Forces activities in Somalia resulting in pressure for more resources.

. Procurement delays, donor conditionalities and inaccurate cash flow projections have contributed to

delays in budget implementation and low absorption of resources especially donor funds.

. The high inflation has led to high cost of living leading to reduced spending consequently affecting

revenue collection and thus budget implementation.

. The depreciation of the Kenya shilling against major currencies and high interest rates has also resulted

in costly imports and higher repayments for debt redemption, hence affecting budget implementation.

. Poor budgeting by MDAs resulting into delays in release of counterpart funding by the government

leading to delays in release of donor funds for donor funded projects.

. Revenue shortfall leading to austerity measures for MDAs thus affecting budget implementation.

B udget I mplementation Review Report
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5. Recommendations

In order to improve absorption of funds especially the development funds, the Office of the Controller of
Budget proposes the following recommendations for consideration by the relevant government agencies;

. The MDAs should develop effective and efficient Monitoring and Evaluation Frameworks to enhance

supervision of projects and programmes.

. Implementation of integrated financial management information systems should be fast-tracked to

ensure accurate reporting of information.

. The MDAs should prepare effective work plans, procurement plans and cash-flow projections that are

synchronized with the budgets to facilitate timely release of funds.

. To enhance efficiency, the MDAs should develop capacity in budgeting, accounting, procurement and

project management skills.

. To improve absorption capacity of development funds, every MDA should ensure that adequate

counterpart funds are provided for in the budget.

. Review of the procurement legal framework should be hastened so as to reduce the bureaucracy in the

procurement processes.

. Appropriate policies should be put in place to ensure a stable macroeconomic environment.

. The shortfall in revenue collections needs to be addressed to facilitate timely release of funds and hence

increased absorption.
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6. Conclusion

The MDAs absorbed 84 per cent of the recurrent budget and 55.1 per cent of development budget for the

period to June 2012. Low absorption of development funds, especially donor funds persisted during the

year due to donor conditionalities, poor project planning and management, inadequate capacity for project

management, lengthy procurement processes, delays in release of funds by the Treasury and shortfall in

revenue collection among others.

Low absorption of development funds affected the implementation of development projects across most

of the sectors and the government has responded to this concern by initiating measures to address the

challenges. Recently the government organized a forum for senior government officials to address low

absorption by MDAs and a number of resolutions focusing on stringent conditionalities imposed by

development partners, project planning and management, capacity building reforms in the procurernent

laws among others were agreed upon.

Similar forums should be regularly held to assess progress in implementation of the recommended measures

with a view to improve absorption of development funds to levels which will spur economic growth.
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Annexes

Annex 1: Revenue Collections by category, July 2011 to June 2012 (in Kshs. millions)

Cumuhtlve: July -June
Description 20ttno,, 2010n0rr

Actual Target Varlsnce Perf. Rate (%) Actual
% Chrnge

TAXES ON INTERNATIONAL TRADE

Petoleum Titres

Import Duty - Oil 969 I,057 (88) 9t.'7 923

15 45q

5.0

Excise Duty- Oil 10 75q 35,468 (4.70e) 86.7 ( 13.3)

vAT-Oil ti,608 7_500 I,tora I14.8 6,860 25.5

Petroleum Development Levy t.595 , qsq ( 1,364) 53.9 1.570 1.6

Road Maintenance Lely 24,t84 23.670 5r4 t02.2 24,t01 0.1

Petroleum Regulatory Levy 136 159 (21 ) 85.7 r35 0.9

SubTotal 66.251 70.813 (4,s62) 93.6 69.048 (4.1)

Trade Taxes

Import tluty- Ordinary 50.944 54.512 (3.568) 93.5 44,860 13.6

Excise Duty - Ordinary Ii,584 l0,ut (t,s27) 84.9 tt,0 I 6 '7.t

VAI Import - Ordinary 85,744 86,706 (963) 98.9 74.535 15.0

Transit Road Toll 591 505 86 1t7.0 468 26.2

Import Declaration Fees 24,846 23,s 13 1.333 105.7 20.467 21.4

Sugar Levy (CSD) 258 441 (184) 584 237 8.8

Miscellaneous 196 196 199 ( 1.4)

SubTotql 17t,t62 r75,789 (4,627') 97.4 148,782 15.0

Totd Internatlonel Tlrde Taxes 237.413 246.602 (9,189) 96.3 2 r7.831 9.0

INDIRECT DOMESTIC TAXES

Excise Duty Domestic 30.878 37.8 l 2 (6.e33 ) 8l .7 ?,4 571 Itl
VAI -Domestic 80.416 1ll.r23 (30.687) 90,284 ( r0.e)

Excise Duty on Airtime ti,984 9,872 (888) 9t 0 7,196 15.2

Sugu Levy (DTD) 1.490 t.494 (4) 99.tt 1 .401 6.4

Stamp Duty 7,89 I 8,024 (133) 98.3 6.805 t6.0

Lmd Rent I .123 1.30-1 ( l {i0) tt6.2 913 21.0

SubTotal 130,803 169,627 (38,824) 77.1 135,772 (3.7)

DIRECT DOMESTIC TAXES

PAYE & WCP l75,t4t l6t.t23 14,018 108.7 I 43.785 2t.8

Coporation Tu 94,643 101.632 (6.989 ) 93. l tt6,352 9.6

Withhholding Tax 52.544 19 1ro l1 )ld 133.7 16,768 42.9

Individual Tax \ {?( 4,087 1.488 136.4 4.698 I tt.7

Tumover tax 145 147 (2) 98.4 130 I 1.3

SabTotal 328.048 306.299 21.749 107.t 271,734 20.7

FEES & LICENCES

Traffic Fees ) 141 3,010 (243\ 9l .9 2.648 4.5

Airporl Revenue 3.460 1 )S1 207 106.4 3.026 14.3

Aviation Revenue 3.r78 ) 1\A 115.3 2,428 30.9

Advance Tax & Other Thxes r,073 l.l4l (68) 94.0 851 26.0

K.A.A. Concession Fee 89 93 (4) 95.8 84 5.8

Merchmt Superintendent Shipping Levy il8 l0l 99

Kenya Bureau of Standards Levy 4t2 +t: (60) 87.2 430 (4.2)

SubTolal 11,097 10,826 271 102.5 9,567 16.0

Grrnd Totel 70736,t 733J54 (25991' 96.3 63{903 llr{

36
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Annex 2: Summary of Exchequer Issues for Recurrent Expenditure for the Period

July 2011 to June 2012

Vote Details of Votes
Revlsed Grosg

Ecdmateg
20tut2

Appropriadon
ItrAld
20tut2

Revigcd Net
Estlmetes
20tut2

Erchequer
Issueg

Exchequer
Isuerer per

cent of f,.cvhod
net Erffmrtcl

R0l
Ministry of State for Provincial Administration
and Internal Security

57,438.9 s7,438.9 s7,273.7 99.7

R02 State House 1,413.6 2.0 I,41 1.6 t,407.6 99.7

R03 Minisfiry of State for Public Servrce 3,s63.3 46.0 3,517.3 3.5 16.9 100.0

R04 Ministry of Foreign Affairs 9,996.3 971.7 9,024.6 8,708.0 96.5

R05 Office of the VP and Ministry of Home Affairs t3,769.4 13,769.4 13,665.6 99-2

R06
Ministry of State for Planning, National
Development and Msion 2030

2.831.6 '72.0 2,'759.6 2,756.3 99.9

R07 Ministry of Finance 18.738.3 18,738.3 I 8,1 I 0.0 96.6

R08 Ministrv of State for Defence 64.694.30 64,694.30 6l ,307.3 94.8

R09 Ministry of Regional Development Authorities 762.3 762.3 761.9 100.0

Rl0 Ministry of Agriculture 8.845.5 177.0 8,668.5 8.668.0 100.0

Rll Ministry of Medical Services 3 1,5 10.2 3,824.0 27,686.2 26,949.0 97.3

Rl2 Ministry of Local Govemment r8,466.1 17.301.9 1.164.2 I,163.9 100.0

Rl3 Ministry of Roads 27,223.1 ,5 1q7 5 1,82s.6 1,762.7 96.6

Rl4 Ministry of Transport 3.968.5 2.s4s.0 r,423.s 1,423.3 100.0

Rl5 Ministry of Labour I,817 .2 89.0 1,728.2 |.614.7 93.4

Rt6 Ministry of Trade 1.942.0 289.1 1,652.9 t.608.0 97.3

Rl7
Ministry of Justice, National Cohesion and

Constitutional Affairs
2.307.7 214.9 2,092.8 2,087.8 99.8

Rl8 Ministry of Gender, Children and Social
Development

4.151 .0 10.4 4,140.7 4,135.9 99.9

Rl9 Ministry of Livestock Development 4.043.6 23.3 4.020.3 3,96'.7.3 98.7

R20 Ministry of Water and Irrigation 6,t34.9 1,967 .7 4,167.1 4,I 30.0 99.1

R2l
Ministry of Environment and Mineral
Resources

2,'799.4 470.4 2,329.0 2,329.0 100.0

Pt22
Ministry of Cooperative Development and

Marketing
1,t29.3 2t.5 I ,107.8 1.070.0 96.6

R23 Cabinet Office 1,392.7 1.0 t,391 .7 I,336.9 96.t

R24 Ministry of East African Community 1,047 .8 1.0 I,046.8 t,046.7 100.0

R25 State Law Office l.309.8 I,309.8 1.309.3 100.0

R26 The Judiciary 6,l4t.5 6,14t.5 6,t41.5 100.0

R27 Public Service Commission 679.3 13.5 665.8 659.0 99.0

R28 Kenya National Audit Office L,530.7 I10.0 1,420.7 1.266.8 89.2

R29 National Assembly 8,764.1 3.0 8,761.1 8,604.7 98.2

R30 Ministry of Energy 2,278.8 2,278.8 2,278.6 100.0

37B udget I mplementation Rcviex' Rcport
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Vote Details of Votes
Revlred Grorc

Erdmeter
20tllt2

Approprlation
ItrAtd
20tut2

Revlsed Net
Esdmates
20tut2

Erchequer
Issues

Erchequer
Imuer u per

cent ofRevlred
nct Estlmrtec

R3l Ministry of Education 36.986.2 3,057.8 33.928.3 39.981 .0 117.8

R32 Ministry of Information and Communications l ,816.5 17.0 I _799.5 l,786.0 99.3

R33 lnterim Independent Electoral Commission 7,440.6 8.7 7 ,43t.9 3,1 81 .8 42.8

R34 Kenya Anti-Corruption Commission t,407.6 2.6 I,405.0 1,292.1 92.0

R35 Ministry of State for Special Programmes 8,432.8 3.0 8,429.8 8,429.8 100.0

R36 Minisry of Lands 2,210.9 2,210.9 2,126.2 96.2

R38 The Commission on Revenue Allocation 340.8 340.8 340.0 99.8

R40
Ministry of State for Immigration and

Regisration of Persons
4.288.0 4,288.0 3,83 8.5 89.5

R4l Ministry of State for National Heritage and

Culture
|,763.9 27.0 1,736.9 t.736.9 100.0

R42 Ministry of Youth Affairs and Sports 6,102.6 69.5 6,033. I 5,697.4 94.4

R43
Ministry of Higher Education, Science and

Technology
4 t.095.9 15,392.0 25.703.9 2s,703.9 100.0

R44 Ministry of Housing 1.736.7 485.0 1,251.7 1.251 .6 100.0

R45 National Security Intelligence Service 14,01 6. l 14,01 6. I 14,007.5 99.9

R46 Ministry of Tourism 1,569.6 I 1.0 1,558.6 I ,558.5 r00.0

p.47 The Teachers Service Commission l 12,049.0 80.0 l l l,969.0 I10,910.0 99.1

R48 Office of the Prime Minister 1,945.5 1.0 1,944.s 1.944.5 100.0

R49 Ministry of Public Health and Sanitation 12,3 l 8.9 58.0 12,260.9 t2.253.3 99.9

R55 Ministry of Forestry and Wildlife 5,328.5 1,529.1 3,799.4 3,799.4 t 00.0

R56 Ministry of Fisheries Development 1.302.6 l.302.6 I ,301 .9 99.9

R57
Ministry of Nairobi Metropolitan
Development

303.4 1.0 302.4 302.4 100.0

R58
Ministry of Development of Northem Kenya
and Other Arid Lands

55 1.8 4.0 547.8 547.7 100.0

R59 Ministry of Public Works 1.544.5 t,544.5 l,49l.l 96.5

R60 Ministry of Industrialization 1,925.8 15t.5 1,'77 4.3 | ,773.6 100.0

R62 The Controller of Budget 62.0 62.0 30.0 48.4

R63 Directorate of Public Prosecutions 490.9 0.9 490.0 450.0 91.8

R64 Human Rights and Equality Commission 307.5 307.5 305.0 99.2

R65
Commission for the Implementation of the

Constitution
415. I l.l 414.0 414.0 100.0

R66 The National Police Service Commission 100.0 100.0

TOTAL 578,944.4 74,452 5M,092.4 497,514 9t.7

Budget Implcmentatiot, R(r'irrt' Rcpttrt
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Office of the Gontroller of Budget
BIMA House, {2th Floor
P.O. Box 35616 - OO{ OO
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