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FOREWORD

The Office of the Controller of Budget (OCOB) is pleased to issue the second National Government Budget

Implementation Review Report (BIRR) for the Financial Year (FY) 2014115. The report has been prepared in

accordance with Article 228 (6) of the Constitution which requires the Office of the Controller of Budget to

submit to Parliament a report on the implementation of the budgets of the national and county governments

every four months.

This report presents budget performance of Government Ministries, Departments and Agencies (MDAs)

forthe period July to December 2014. Actual performance is compared to annual targets and the objectives

stated in the 2014 Budget Policy Statement (BPS). The report also highlights the challenges that faced

budget implementation during the rcporting period and makes recommendations to address these challenges.

This report has been made possible because of the efforts of the staff of both the OCOB and Govemment

Ministries, Departments and Agencies (MDA). The report is largely based on analysis of expenditure returns

by MDAs and data generated from the Integrated Financial Management System (IFMIS). It is also informed

by continuous monitoring of exchequer issues and reviews, and, trends from prior reporting periods.

The Office is committed to promoting openness, transparency, accountability and fiscal responsibility in

public financial management. I wish to urge the readers of this report to continue to take active interest in

the budgeting process, from formulation, implementation, monitoring and evaluation phases. This way, all

stakeholders will contribute towards ensuring that the Government delivers on the promises made to the

citizenry.

Mrs. Agnes Odhiambo

Controller of Budget
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EXECUTIVE SUMMARY

The Office of the Controller of Budget (OCOB) was established under Article 228 of the Constitution

of Kenya,20l0 to oversee and report on implementation of the budgets of both the national and county

go\/ernments to each House of Parliament every four months.

This is the second Budget Implementation Review Report (BIRR) for the Financial Year (FY) 20l4ll5
covering the period July to Decembeq 2014. The report compares fiscal perforrnance of Govemment

Ministries, Departments and Agencies (MDAs) in the first half of the FY 20l4ll5 against targets set in

the annual budget and the objectives stated in the 2014 Budget Policy Statement (BPS).The report also

highlights challenges that affected budget implementation by MDAs during the reporting period and makes

recommendations to address these challenges.

During the period under review, the macro-economic environment underlying budget implementation was

largely stable. According to data released by the Kenya National Bureau of Statistics (KNBS) in December

2014, the country's economy was estimated to have expanded by 5.5 per cent during the period October to

December 2014, which is a slight decline compared to a growth of 6.2 per cent realized in similar period of
the year 2013. Nonetheless, the overall 12-month inflation rate declined from 7.15 percent in December,

2013 to 6.02 per cent in Decembeq 2014.lnflation rate has been on a declining trend from August, 2014

to December,2014 mainly due to reduction in the cost of electricity and petroleum products. The Kenyan

shilling depreciated against the US dollar in the first half of FY 2014115, but appreciated against the Sterling

Pound and the Euro. The average yield rate for the 9l-day Treasury Bills (TB) varied from a low of 8.29 per

cent in August, 2014 to a high of 9.78 per cent registered in July 2014 while the Central Bank base lending

rate remained constant at 8.5 per cent.

In the period July to December 2014, the actual revenue raised by the National Treasury amounted to

Kshs.832.2 billion representing 60.6 per cent of the annual target. This is a 41.5 per cent growth in revenue

compared to the same period in the FY20l3l14.The tax income category contributed the highest proportion

of revenue at 57.3 per cent, the balance brought forward from FY20l3ll4 contributed 16.9 per cent, net

domestic borrowing at 12.9 per cent while the commercial loan category contributed 8.9 per cent. The

Kenya RevenueAuthority (KRA) collected Kshs.Sl8.3 billion during the first half of FY 20l4l15 which

represents 94.3 percent of the target for the period. The revenue raised by KRA during the period under

review represented an increase of Kshs.47.5 billion or 10.1 per cent compared to Kshs.470.8 billion collected

in the same period of FY 2013114.

The total exchequer issues to MDAs and County Govemments during the period under review amounted

to Kshs.680.5 billion which translates to 42.8 per cent of the annual net estimates compared to Kshs.585.6

billion released in the same period in the last financial year, which represented 42.2 per cent of the annual

net estimates for 20l3ll4 financial year. The exchequer issues for the period under review comprised of
Kshs.285.6 billion for recurrent expenditure, Kshs.103.9 billion for development expenditure, Kshs.207.4

BUDGET IMPLEMENTATItrN REVIEW REPtrRT
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billion for the Consolidated Fund Services (CFS), Kshs.103.9 billion for development expenditure, and

Kshs.83.6 billion to the County Governments.

In the first half of FY 2014115, total expenditure by MDAs amounted to Kshs.629.1 billion which translates

to an absorption rate of 39.4 per cent, an improvement compared to Ksh.439.5 billion representing an

absorption rate of 30.6 per cent in the first half of FY 2013114. This expenditure comprised of Kshs.499.9

billion for recurrent expenditure inclusive of CFS, translating to an absorption rate of 45.3 per cent and

Kshs.l 29.2 bitlion on development expenditure translating to an absorption rate of 26.1per cent. Comparable

expenditure in the same period of the FY 20l3l14 were Kshs.369 billion on recurrent expenditure and

Kshs.70.5 billion on development projects translating to absorption rates of 37.2 per cent and 15.8 per cent

respectively.

Analysis of recurrent expenditure shows that Kshs.l23.l billion (53.5 per cent) was spent on personnel

emoluments, transfers to SAGAs amounted to Kshs.63.8 billion(27 .7 percent), while expenditure on operations

and maintenance amounted to Kshs.43.3 billion (18.7 per cent). A breakdown of development expenditure

indicates that Kshs.69.7 billion (47 .3 per cent) was transferred to Semi-Autonomous Government Agencies

(SAGAs) while Kshs.55.8 billion (37.9 per cent) was spent on refurbishment of buildings, infrastructure

construction and civil works.

During the period under review, budget implementation faced a number of challenges. These included; low

absorption of recurrent and development funds, and failure by MDAs to report on A-l-A. These challenges

need to be addressed so as to improve budget implementation.

This report continues to provide useful information on budget implementation by the National Government

entities. It is hoped that the report will inform policy decisions and ultimately contribute to improvement of

budget performance in the Country.

BUDEET IMPLEMENTATItrN REVIEW REPtrRT
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ACRONYMS
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KEY HIGHLIGHTS

FY 2OL4lt5 Half Year Exchequer Receipts

Comercial Ioans (Exchange Gain) Kshs. 1.2 Bn
(o.1%)

I Grants-l'.rcign Govt. ancl International ()rg. Kshs. 2.5Prt (O.3o/.)

I Ioans-fixternal Kshs. 13.7 Bn (1.60/o)

I Total Non-Tax lncome Kshs. 76.7 tsn (1.9'/o\

- 

commerical l.oan (Sovereign Bond) Kshs. 73.8 Bn (8.9Yo)

- 

NetDomestic BorowingKshs. 107.9 Bn. (13.0%o)

Opening Balance 2O74/ 15 Kshs. 140.6 Bn

FY 2OL4lt5 Half Year Total Expenditure

Development, Kshs.129.2
BnQlo/o)

Total Tax Income
Kshs. 476.5 Bn
oTsoa

CFS, Kshs.225.9 Bn
Q6',A

Acluol Revenue
Receipts by Notionoi

Treosury
Kshs. 832.3 Billion

60.60/o of Annuol
Torgel

fll 2O14ltS Half Year Donor Disbursements

I K,?J.1:H"'T::nr

I *,r,."j."J1'^?lt.zr

Loons Rcvenuc
Kshs. 13.7 Bn 129.4o/o)

loons A.l.A
Kshc. 25.6 Bn (51.9o/ol

[)otror Rt lcir:r'.
Kslrs. {(r.(r ltilliorr

2-l.li",, ol l)riilr( (l
I lstirrr.rtcs

39.4Y" ol the Gross
Estimates

Total Expenditure
Kshs. 629.1 Billion

FY 2OL4ll5 Half YearAbsorpffon Rates

Expenditure,

Gross

Estimate.Kshs.494.9
Bn

Recurrent , Kshs.273.8

Estimate,
103.1 Bn

Development

Expenditure,
Recurrent
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Top I O Spending MDAs-Recurrent Expenditure
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Porliomentory Service Commission

Stote Deportment for Plonning

- 

Kshs.35.0Bn

- 

Kshs.20.4 Bn

- 

Kshs.20.O Bn

- 

Kshs. l9.8Bn

- 

Kshs. 12.0 Bn

- 

Kshs.'l 1.9 Bn

- 

Kshs.9.O Bn

I Kshs.8.7 Bn

- 

Kshs. 8.4 Bn

I Kshs.6.9 Bn

Kshs. 82.2 Bn

Kshs. 24.6 Bn

Top 10 Spending MDAS-Development Expenditure

Stote Deportment for lnf rostruclure

Stote Deportment for Plonning

Stote Deportment for Tronsport

Ministry of Energy ond Petroleum

Stote Deportment for Agriculture
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Ministry of Londs Housing,ond Urbon Development

Ministry of Lobour Sociol Security ond Services

Stote Deportment for Science ond Technology

Ministry of Heolth

Stote Deportment for Env.& Noturol Resources

- 

Kshs. 10.0 Bn

- 

Kshs.6.8 Bn

- 

Kshs.6.7Bn

- 

Kshs.6.5 Bn

- 

Kshs.4.9 Bn

- 

Kshs.4.4 Bn

I Kshs.3.3 Bn

I Kshs. 2.5 Bn

Kshs. 22.2 Bn

Kshs. 22.0 Bn

Totrl PuHlc DebtStod(
l(shs.2.48Tdllbn

SLI?6qJGDP

Domestk-rchs.l3l Trllllon
Forc[rr lGh& 1.17 Trllllon

PUBLTC DEBT PAYMENT/SERVICING

Domestic: Redemption Kshs.72.36 billion

lnterest, Kshs.55.1L billion

Foreign: Principal Kshs.66.2 billion

lnterest Kshs.15.2 billion
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I.O INTRODUCTION

This Budget Implementation and Review Report (BIRR) is prepared in line with Article 228(6) of
the Constitution, which requires the Controller of Budget to report to each House of Parliament on the

implementation of the budgets of the national and county governments every four months. The overall

objective of the report is to give an account on how the public funds released to Ministries, Departments

and Agencies (MDAs) have been utilized, highlight any key challenges in budget implementation, and make

recommendations to address the challenges. The report is intended to inform Parliament, the Executive and

other stakeholders including the public on revenue and expenditure performance by public institutions.

The report reviews budget implementation by the National Government for the half year period from July to

Decembeq 20l4.lt evaluates budget implementation activities based on revenue performance in the period

as reported by both the National Treasury and the Kenya Revenue Authority. The report also underscores

implementation of development activities, recurrent expenditure, and highlights fiscal perforrnance of the

government towards achieving budget objectives set in the Budget Policy Statement (BPS), 2014. Expenditure

is categorised into recurrent and development. In analysing total expenditure, the report compares budget

perfcrrmance for recurrent and development expenditure by MDAs and further disaggregates expenditure

into broad sectors and sub-sectors. The report compares the performance of the sub-sectors with regard to

the exchequer issues relative to the net estimates of the sub-sector.

The overall budget for the FY 20l4ll5 is estimated at Kshs.l.84 trillion. This 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. An analysis of revenue

perfotmance is presented. The report also presents analysis of budget estimates, exchequer issues and actual

expenditure by MDAs. Absorption rate is used as an indicatorof budget implementation performance and

is computed by expressing the total expenditure as a proportion of approved gross estimates and normally

represented as a percent. Consequently, expenditure is split into recurrent and development with the

recurrent expenditure further analysed by economic classification, namely; Compensation to Employees,

and Operations and Maintenance (O&M).

Chapter two of the report gives an overview of the macro-economic indicators under which the budget

was implemented. It presents a summary of the macro-economic environment under which the government

raised revenue and incurred public expenditure. These include; economic growth, inflation, exchange rate,

and chapter three of the report highlights financial performance of the budget. It analyses revenue collection

by KRA and the National Treasury and exchequer issues to the MDAs to facilitate implementation of their

budgets. This section presents donor releases, domestic and foreign borrowing, Consolidated Fund Services

expenditure, and expenditure absorption by sub-sectors. Chapter four provides summarised implementation

status of the programs undertaken by MDAs.

Chapter five highlights the issues that faced budget implementation during the reporting period. These

challenges are listed and appropriate recommendations are made to improve budget execution in the future.

Chapter six of the report provides the conclusion

BU DEET TMPLEMENTATION REVI EW REPtrRT
HALF YEAR FY 2O14/2O15
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2.O MACRO-ECONOMIC HIGHLIGHTS

The2014 Budget Policy Statement (BPS) was formulated against a backdrop of improving global economic

prospects, gradual strengthening of the advanced Economies and continued growth in Sub-Saharan Africa.

The BPS set out priority programs for economic transfbrmation and building a shared prosperity to be

implemented in the Medium Term Expenditure Framework (MTEF) for 20l4ll5-2016117.

2.1 Economic Growth
The 2014 BPS that was released in February,20l4 by the National Treasury projected thc Kenyan economy

to expand by 5.8 per cent in 2014. This initial projection has subsequently been revised downwards to

between 5.0 and 5.5 per cent due to lower than projected performance of the economy in the first half of the

calendar year and the impact on tourism following security concerns.

According to the data released by the Kenya National Bureau of Statistics (KNBS), Kenya's economy is

estimated to have expanded by 5.5 per cent during the third quarter of 2014, a decline compared to a revised

growth of 6.2percentthatwasrealizedinthesameperiodof20l3.Theperformanceoftheeconomyduring

the third quarter of 2014 was mainly supported by strong expansions of activities in construction; finance and

insurance; wholesale and retail trade; information and communication; and agriculture and forestry sectors.

The KNBS data shows that all the sectors of the economy recorded positive growth with the exception of

accommodation and food services which has consistently been on the decline since 2013.

Figure 2.1shows quarterly economic growth rates from 201 I to 2014.

Figure 2.1: Revised GDP Growth Rates lbr the period 21111'2014

rQl rQ2 Q3 rQ4

7,E
7,3
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Source: KNBS 2014

2.2 Inflation

The overall l2-month inflation declined from 7.15 per cent in December 2013 to 6.02 per cent in December

2014. The inflation rate recorded in December 2014 was the lowest in the last l7 months. Figure 2.2 shows

that the rate of inflation has been on a declining trend from 8.36 per cent in August 2014 to 6.02 per cent in

December 2014.
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According to the KNBS, the decline in inflation was mainly attributed to reduction in the cost of electricity

and petroleum products. The fuel cost charge for electricity per kilowatt hour decreased from Kshs.7.22 in

August,2014to Kshs.2.8TinDecember,2014whilethepriceofalitreofpetrolfellfromKshs. ll7.3in
August, 2014 to Kshs. 102.86 in December,2014. There was however an increase in prices of several food

commodities as well as upsurge in transport costs associated with Christmas festivities. It is expected that

the impact of the decline in inflation rate, drop in cmde oil prices and the additional megawatts added into

the national grid from geothermal will be felt in the first quarter of 2015. Figure 2.2 gives a trend of overall

inflation from December 2013 to December 2014.

2.22 Overall inflation rate for the eriod December 2013- December 2014

Source: KNBS 2014

2,3 Exchange Rate

The exchan ge rate of the Kenya Shilling to the major world currencies depicted mixed fortunes during the

first half of FY 2ll4l15. The local currency depreciated against the US dollar during the period under review

but appreciated against the Sterling Pound and the Euro during the period under review as shown in figure

2.3

The Kenya shilling weakened againstthe US dollar from Kshs.87 .77 inJuly,20l4 to Kshs. 90.44 in December,

2014. According to the Central Bank of Kenya, (CBK) the weakening of the shilling was largely on account

of general strengthening of the dollar on the intemational markets coupled with high dollar demand from

importers. Other factors that contributed to the depreciation of the domestic currency were decline of tea

prices and reduction of foreign tourists arriving in the country. The Kenya shilling strengthened against the

sterling pound and the Euro to trade at Kshs. 141.45 and Kshs. lll.52 respectively in December,2014 from

Kshs. 150.01 and Kshs. I18.93 respectively in July, 2014.
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Figure 2.3: Kenya Shilling Exchange Rate for the period Dec 2013 to Dec 2014

Source: CBK, 2014

2.4 Interest Rates

During the period July to December, 2014, the average yield rate for the 9l-day Treasury Bills registered

a high of 9.78 per cent in July 2014 and a low of 8.29 per cent in August, 2014. The interbank rates varied

from 6.73 per cent in October, 2014 to 11.79 per cent in August, 2014 while the Central Bank rate remained

constant at 8.5 per cent as shown in figure 2.4.

Figure 2.42 lnterest Rates for the Period December 2013 and December 2014
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3.0 FINANCIAL ANALYSIS HALF YEAR, FY 20I4/15
BUDGET IMPLEMENTATION

3.1 Analysis of Revenue Estimates

In order to finance the Kshs.l,840 billion budget, the National Treasury projected to raise Kshs.l,374 billion

in exchequer revenue during FY 20l4115.The key sources for exchequer revenue included; Tax income

category (Kshs.l.l 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 lnternational

Organisations. Other sources that will add to the national exchequer revenue include Grants from Foreign

Governments and International Organisations (Kshs.l0 billion), Grants from AMISOM (Kshs.6.l billion),

Social Safety Net Loan (Kshs.2.0 billion) and Domestic Lending (Kshs.2 billion).

3.1.1 Revenue Receipts by National Treasury

In the six months period under review, the National Treasury realised a total of Kshs.832.2 billion as

exchequer revenue, against the annual target of Kshs.l,374.l billion representing 60.6 per cent of the annual

target revenue. This is a 41.5 per cent growth in exchequer revenue over the Kshs.588.2 billion received in

the same period in FY 2013114.

A review of the composition of Kshs.832.2 billion received shows that, the tax income category was the key

source of revenue having contributed 57.3 per cent (Kshs.476.5 billion) of thc total revenue. The analysis

further shows that, balance brought forward from the previous financial year (2013114) was Kshs.l40.6

billionwhichconstituted l6.9percentofthetotal revenuereceivedinthefirsthalfof FY20l4l15.

The Comrnercial Loan category generated Kshs.73.8 billion against the annual target of Kshs.36.4 billion,

reflecting a performancc level of 202.6 per cent and constituted 8.9 per cent of the total revenue realised in

the period under review. Revenue from the Net domestic borrowing category amounted to Kshs.l07.9 billion

which was 56.6 per cent of the annual target, contributing 12.9 per cent of the total revenue received in the

period under review. A summary of revenue receipts by National Treasury is illustrated in table 3.1.
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Source: Nulional Trcasury 20l4/201 5

3.1.2 Revenue Collection by Kenya Revenue Authority

During the first half of FY 2014115, Kenya Revenue Authority (KRA) collected a total of Kshs.5l8.3 billion

against the half year target of Kshs.549.6 billion, a perforrnance rate of 94.3 per cent. The half year revenue

collection increased by Kshs.47.5 billion or l0.l per cent compared to Kshs.470.8 billion collected in the

half year period of FY 2013114.

The revenue collected comprised of Kshs.495.3 billion as exchequer revenue and Kshs.22.9 billion as

agency revenue. In FY 2013114 the six months exchequer revenue amounted to Kshs.447.9 billion, hence an

increase by Kshs.47.5 billion.

A review of the exchequer revenue collections during the period under review shows that domestic taxes

contributed the highest revenue at Kshs.338.0 billion or 65.2 per cent of the total revenue collected. The

domestic taxes revenue comprised of Kshs.240.1 billion from the Large Taxpayers Office and Kshs.97.9

billion from the Medium and Small Taxpayers Office. The Customs Service's category ranked second by

raising Kshs.l78.2 billion while the Transport Revenue category generated Kshs.2.O billion, which was 34.4

per cent and 0.4 per cent respectively of the total revenue collected. Table 3.2 illustrates KRA perforrnance

over the six months'period and also provides a comparison with the targets for the period and similar period

in FY 2013114.
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Table 3.2: E uer Revenue Perlbrmance for Ju - December 2014 (Kshs. Millions)

l ill
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the cnhancccl Lrsc ol IFMIS by thc courrly govcrnrrcnts to track supplicr clcclarations as lvcll as finalise

rolling out ol'thc autornatcd tax payrncnt systenr (i-Tax). KRA also plans to undertakc markct surveillance

l() irLldrcss cxcisc lax cvr.rsitln.

3.2 Exchequer Issues to MDAs and County Governments

Thc total budget for FY 2014115 amounts to Kshs. I .84 trillion, comprising of: Kshs.687.2 billion for recurrent

expenditure, Kshs.494.9 billion fbr development expenditure, Kshs.4l5.6 billion for the Consolidated Fund

Services (CFS), and Kshs.242.4billion to counties consisting of Kshs.226.7 billion in equitable share and

Kshs.l5.7 billion as conditional grants.

MDAs received total exchequer issues of Kshs.680.5 billion ( 42.8 per cent of the total net estimates) in

the first half of FY 2014115 compared to the total exchequer issues released in the same period during

the last financial year which amounted to Kshs.585.6 billion (42.2 per cent of the annual net estimates of
FY 2013114). The exchequer issues released for Consolidated Fund Services in the period under review

amounted to Kshs.207.4 billion, representing 49.9 per cent of the annual net estimates, which is an increase

from 32.4 per cent recorded in the same period in the last financial year. Exchequer issues to the County

Governments Revenue Fund Accounts (CRF) amounted to Kshs.83.6 billion in the period under review

compared to Kshs.66.5 billion released in the same period of FY 2013114, an increase of 25.71per cent.

During the period under review, the Governance, Justice, Law and Order (GJLOS) sector received the

highest percentage of exchequer issues to annual net estimates at45.2 per cent while the General Economic &
Commercial Affairs (GECA) sector received the least percentage of exchequer issues to annual net estimates

at 31.9 per cent. Table 3.3 provides a summary of the exchequer issues to the MDAs, Counties and for the

CFS.
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3.2.1 Sectoral Recurrent Exchequer Issues

During the period under review, total exchequer issues for recurrent activities amounted to Kshs.285.6

billion (45.6 per cent of the annual net recurrent estimates) compared to the exchequer issues released in the

same period of FY 2013114, which amounted to Kshs.299.8 billion (53.8 per cent of the annual net recurrent

estimates, a decrease of 8.2 percentage points. Recurrent exchequer issues to all the sectors are shown in

table 3.4 below.
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Table 3.4: Sectoral Recurrent Estimates and E issues (Kshs.

Source: Nationol Treasury

From table 3.4, the Energy, Infrastructure and Information Communications Technology (EI & ICT) sector

received the highest percentage of recurrent exchequer issues to net recurrent estimates at49.2 per cent.

Nonetheless, this was a decline from the 54.4 per cent of the recurrent exchequer issues to net recurrent

estimates released in the same period of FY 2013114.

The Social Protection, Culture and Recreation sector received the lowest recurrent exchequer issues to net

recurrent estimates at 38.4 per cent, which was a decline from 4 L7 per cent of the recurrent exchequer issues

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

3.2.2 Sectoral Development Exchequer Issues

The exchequer issues released to the M DAs for development expenditure in the period under review amounted

to Kshs.l03.9 billion (32.4 per cent of the total net development estimates) compared to Kshs.96.0 billion
exchequer issues released to the MDAs in the same period in the last financial year (37 .2 per cent of the total

net development estimates in FY20l3ll4).

As illustrated in table 3.5, the Agriculture, Rural & Urban Development sector received the highest

development exchequer issues to net development estimates at 45.1 per cent, a decline from49.7 per cent

recorded in a similar period last financial year. The Governance, Justice, Law and Order (GJLOS) sector

received the lowest percentage of development exchequer releases to net development estimates at 14.3 per

cent which is a decline fiom 25.5 per cent recorded in a similar period last financial year. Table 3.5 shows

development exchequer issues to all sectors except the National Security Sector which does not have a

development budget.
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lablc 3.5: Sectoral l)evelo rncnt l'.stiltrales and l'.xch uer (Kshs. Ililliorts)

Source: Nat kmal Treasury

From the analysis of development exchequer issues, it can be observed that there is a marginal increase

in the release of development funds in the first half of the FY20l4l15 by Kshs.7.9 billion compared to the

same period of FY 2013/14. However, for the government to realize the FY 20l4l15 budget objectives,

timely release of development exchequer issues to MDAs should be prioritised for timely implementation of

development programmes.

3.3 Donor Releases

In the FY 2014/15, the Government budgeted to raise a total of Kshs.187.8 billion from Development

Partners to supplement resources for development expenditure. Donor funds comprise of; Loans Revenue

(Kshs.36.2 billion), Grants Revenue (Kshs.l0 billion), Loans A.l.A (Kshs.l00.2 billion) and Grants A.l.A

(Kshs.4l.4 billion).

In the period under review, the total amounts disbursed by Development Partners was Kshs.47.05 billion

representing 25.05 per cent of the gross estimate, compared to 12.76 per cent of the gross estimates recorded

in the same period of FY20l 3114. Loans revenue registered the highest disbursement rate at 37.46 per cent

of the loans revenue estimates while Grants A.l.A registered the lowest disbursement of I1.69 per cent as

shown in the table 3.6. The low performance of donor releases is attributed to non-compliance to stringent

donor conditionalities, inadequate planning and failure to provide counterpart funding. To overcome this

challenge, the National Treasury should engage the MDAs and donors to improve disbursements.
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FundingType Estimates
FY

2014/2015

Cumulative Disbutsement as at Dec
2014
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2013/2014

tlalf Year, t\ 2O13l14

Disbursements
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Loans Revcnuc 3(r. l9 13 55 ) {(r .l(r.( ).1 l.l al l-.1()
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'table 3.6: Summary of Grants and [,oans Disbursement for FY20l4/15 (Kshs. Billion)

Source: Extcrnal Resources Dcparlment-National Treasur.v 20 I 4.

llrt' t'tttl o/ tltL' l;\' 2014/l-i.

3.4 Consolidated Fund Services (CFS)

I'hc CFS conrprises o1'four diffcrcnt accounts namely; (i) public debt, (ii) pensions and gratuities, (iii)

salaries and allowanccs to Constitutional Office holdcrs, and (iv) paymcnts to International Organisations.

The public debt catcgory includes, domestic, tbreign, and govcrnment guaranteed debts. In FY 20l4ll5 the

CFS was allocated Kshs.4l5.6 billion with the Public debt receiving the highest allocation of Kshs.378.0

billion or 91.0 per cent of total allocation to the CFS.

During the six months under review, total exchequer issues to the CFS amounted to Kshs.207.4 billion,

equivalent to 49.9 per cent of the annual gross estimates. A breakdown of this amount shows that Kshs.2 10.4

billion was issued to service public debt, Kshs.14.3 billion for pensions and gratuities while Kshs. I .2 billion

was for salaries and allowances for the Constitutional Office holders.

Total expenditure under the CFS amounted to Kshs.225.9 billion therefore attaining an absorption rate of
54.4 per cent. This was a significant increase from the 30.5 per cent absorption rate attained in a similar

period of FY 2013114.

The total actual expenditure for the CFS exceeded the six months'cumulative exchequer issues by Kshs.l8.47

billion. This matter has been raised in the previous reports where it was recommended that a reconciliation

of public debt payments be performed by the National Treasury. It is imperative that an urgent reconciliation

is undertaken.

Table 3.7 shows that public debt expenditure exceeds the authorised exchequer by Kshs.l8.9 billion.
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3.4.1 Public Debt

As at the close of the second quarter in December 2014, total debt stock stood at Kshs.2.48 trillion compared

to Kshs.2.36 trillion as at June 2014, hence a growth of 5.1 per cent. The current stock represents 52.1 per

cent of the GDPrand comprises of Kshs.l.3l trillion in form of domestic debt and Kshs.1.l7 trillion as

foreign debt.

During the reporting period, exchequer issues amounting to Kshs. l9l .4 billion (50.6 per cent of the annual

net estimates) was issued to service both public debt and publicly guaranteed loans. The total expenditure

on public debt repayment amounted to Kshs.2O9.9 billion which was 55.5 per cent of the Kshs.378.0 billion

allocated to debt servicing. In FY 2013114, Kshs.l 00.4 billion (29.8 per cent ofthe Kshs.337.3 billion allocated

to debt servicing) was spent over a similar period. The total public debt expenditure exceeded exchequer

issues by Kshs.l8.9 billion, an observation that has been raised in previous BIRRs and a recommendation

made for urgent reconciliation and audit.

Source: National Treasury, Public Debt Management Ofiice

I
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3.4.L.L Domestic Debt

The stock of domestic debt grew by a modest 2.3 per cent from Kshs. I .28 trillion in June 2014 to Kshs. I .3 I

trillion in December 2014. Total exchequer issues amounting to Kshs.l6l.37 billion was issued over the half

period to service domestic debt obligations. This amount consisted of Kshs.44.90 billion for interest and

Kshs.ll6.46 billion for loan redemption.

Expenditure for the period, amounted to Kshs.128.47 billion, and included Kshs.72.36 billion repaid as

principal and Kshs.56.l I billion as interest.

3.4.L.2 Foreign Debt

As at 30'h June, 2014, foreign debt stock was Kshs.l .08 trillion which has since grown by 8.3 per cent to

Kshs.l.l7 trillion as of December 2014.

Exchequer releases for servicing foreign debt over the six months period amounted to Kshs.30.08 billion.

This amount comprised of Kshs.l6.02 billion for principal payment and Kshs.l4.06 billion for interest.

Expenditure for the period was Kshs.Sl.4 billion, and comprised of Kshs.66.2 billion for repayment of
principal and Kshs.15.2 billion in interest payments.

3,4,2 Guaranteed Debt to State Parastatals

IntheFY20l4ll5 Kshs.l,0l3.l millionwasallocatedtowardspaymentofNationalGovernmentguaranteed

debts as follows: KBC modernisation programme loan, TARDA loan, and, the Nairobi City Council loan for

Umoja II Housing project. Actual expenditure amounted to Kshs.505.83 million representing an absorption

rate of 49.9 per cent of the Kshs.l .03 billion allocated to this category in FY 2014115. The National Treasury

should ensure that measures are put in place to recover the payments made on behalf of these institutions

since they are going concerns. Table 3.8 below provides a summary of the loan repayments.

Table 3.8: Guaranteed Loans Repayment (Millions)

Source: National Treasury

3.4.3 Salaries and Allowances for Constitutional Office Holders

The National Govemment allocated Kshs.4.l billion to pay salaries for Constitutional Office holders in FY

2014115. Exchequer issues towards this category amounted to Kshs.l.65 billion representing39.3 per cent

of the CFS annual estimates. Actual expenditure for the period was kshs.l.l9 billion, attaining an absorption

rate of 28.3 per cent. This was a slight decline from 30.3 per cent absorbed in the same periodFY 2013114.

BUDGET IMPLEMENTATItrN REVIEW REPtrRT
HALF YEAR FY 2O14/2015

NCC-Umoja
II Housing

USD 17.00 14.03 0.43 3rJ.34 0.41 38.7-5

TARDA YE,N 6,031.00 3,239.14 1,610.63 123.7 | 18.71 42.42

KBC YIrN 16,198.00 9,415.72 3,389.64 28U.50 36.16 342.66

Total 450.55 55.28 505.83



.1.J.-l Pensions and Gratuities

The FY 2ol4l15 Budget had allocation of Kshs.32.3 billion for this category which was 8 per cent of the

CFS totalallocation. This is a decrease from the Kshs.38 billion which had been allocated in the FY 2013114.

Over the six months period, Kshs.l4.3 billion was issued to servicc pcnsions and gratuities represcntitlg

44.3 per of thc annual nr:t cstimates filr this category, being an improvcnrcnt {iotn the 3(r.2 pcr cent issucd

in FY 2Ol3ll4 over thc sanre pcriod. Total expenditr.rrc amcruntccl to Kslrs.l4.3 billion which was 44.3 pcr

ccnt of the annual budgct allocation and an inrprovcurcnt conrparcd to 36.2 pcr ccttt achicvccl ilt thc prcviotts

financial ycar.

-1.5 ()r er:rll (ior crnrncnl llu<lgct I'crlirrltuutcc

Tlrc Kshs.l.ti4 lrillion National (iovcrrtnrr-:nt tluclgct tirr lrY 20l4ll5 inclucles Kshs.l.l03.l billion litr

rccurrcnt actil,itics, Kshs.494.9 billion lirr tlcvclopnrcnt progranmrcs anrl Kslrs.2.12..t trillion as gratlls to

County (iovcntntcnts. An allocation arnountirtg to Kshs.4l-5.(r brllion vllts also tttlcle lirrC'ottsoliclatctl I:tttltls

Serviccs and is inclLrdcd in thc Kshs.l,l03.l billion undcr rccLrrrcnt expcntliturc. On aggrcsatc. thc M[)As

havc a total allocation of Kshs.6t37.5 billion fitr rccurrcnt acLivitics.

During thc pcriod under rcvicw, Kshs.6t30.5 billion was issued lioni thc cxchcclt-tcr 1o lirncl tltc National altd

County Budgcts. This arnount was 42.ti per ccnt of the FY 2014/15 net annual natioltal bLrclgct estintatcs.

Total cxpcnditure was Kshs.733.l billion, translating to an absorption rate of 39.8 per cent of tho total gross

budget estimates. This amount included Kshs.499.9 billion spent on recurrent activities (absorption rate of

45.3 per cent) and Kshs. I 29.2 billion spent on dcvelopment projects (absorption rate of 26.1 per cent).

The total expenditure of Kshs.733.l billion exceeded exchequer issues of Kshs.680.5 by Kshs.52.4 billion.

This has been attributed to: (i) Failure by MDAs to refund unspent FY 20l3l14 appropriations to the National

Exchequer Account in line with Sections 45 of the PFMA, 2012. (ii) Expenditure financed by A-l-A not

reported, and (iii) unexplained over-expenditure under public debt. Table 3.9 provides a summary of the FY

20141 15 National Budget performance.

l'allle 3.9: \utiorral (ioru'nrnclrl llutlgel l'crlirrntatrce (Kshs. Ililliorrs)

* Does not include expenses financed by revenue from local sources.
** Provisional expenditure for the County Govemments.

s

I lalf Ycar Ir\' 2() I i/ I +HaJ;f YegrFY ?-014/15

o/o of E;x-

chequer to
Net Esti-

m2tes

Half
Year

Absorp-
tion
Rate

(i ross

Ii,srimrrc
Ncr l:sri

nra rc

Ir.xpcnd-
ITLIIC tlr )11

..\b:r,rD-
Allocetion

Amual
Gtoss Esti-

mrtc8

Annud Net
Estimates

Hdf Ycar
Exchequct

Issucs

Half Year

Expendi-
tut€

1,103.1, 1,041 ,4 493.0 499.9 41 .3tt/u 45.3n/uRccurrcnt

103.9 129.2 32.41t/r. 26.71t/o iit :,I)cvclopment 494.9 320.9

36.5o/o 42.90h lr,lOountl
(iovcrnmcnts 242.4* 229.3 83.6 104.0**
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FY20!u15

FY2OBn4

CoaryGomt&L..O
Efio(t!.)

CoutyGonr,
rlbJ0lEifo(lto.)

Source: Nalional Treasury and MDAs

Figure 3.3: Comparison of Sector Annual Budget Allocations and Half Year Expenditure in FY

Source: National Treasury and MDAs
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I 3.6 MDAs Recurrent Expenditure Analysis

A review of expenditure by M DAs for the first half of FY 20l4l15 shows that Kshs.273.8 billion was spent

on recurrent activities representing 39.8 per cent of the Kshs.687.5 billion annual recurrent budget. This

is a slight decline in the absorption rate compared to the first half of FY 2013/14 where expenditure was

Kshs.253.2 billion. representing an absorption rate of 41.5 per cent.

Analysis of MDAs expenditure under the various categories indicates that personnel emoluments accounts

for the biggest share of recurrent expenditure at Kshs.l23.t billion (53.5 per cent of recurrent expenditure)

while current transfers to SAGAs amounted to Kshs.63.8 billion (27.8 per cent of recurrent expenditure).

Expenditure on personnel emoluments in a similar period of FY 2013114 was Kshs.ll6.l4 million (54.9

per cent of recurrent expenditure).The Teachers Service Commission (TSC) had the highest expenditure on

personnel emoluments at Kshs.82.2blllion which was spent on teachers'salaries which was 66.8 per cent of

the total expenditure of Kshs.123.1 billion spent on personnel emoluments by MDAs.

The analysis of recurrent expenditure shows that the Parliamentary Service Commission incurred the highest

expenditure on domestic travel at Kshs.l.04 billion while the Ministry of Foreign Affairs and International

Trade had the highest expenditure on the foreign travel category at Kshs.604.9 million. Domestic expenditure

by the Parliamentary Service Commission accounted for 53.2 per cent of the total domestic travel expenditure

by the MDAs, while the foreign travel expenditure by the Ministry of Foreign Affairs accounted for 48.2 per

cent total expenditure on foreign travel by MDAs.

The State Department for lnterior recorded the highest expenditure in four other categories namely; Training

at Kshs.223.8 million (31.7 per cent of the total MDAs training expenses), Legal Fees at Kshs.234.5 million

(58.5 per cent), maintenance of motor vehicles and maintenance of other assets at Kshs.2l3.5 million (41.9

per cent) and Kshs.79.3 million (29.9 per cent) respectively.

Other O&M expenditure amounted to Kshs.37.3 billion or 16.2 per cent of the total expenditure. Some of

the MDAs with significant expenditure under the other expenses category included;

Judiciary (Kshs.l.6 billion): Expenditure includes Kshs.6 16.9 million for staffmedical insurance, Kshs.245.6

million monthly pensions for judiciary staff, Kshs.30l . I million for housing and loans to judiciary staff and

Kshs.l59.l million spent on contracted guards and cleaning services.

State Departrnent for Interior (Kshs.6.0 billion): Amount includes Kshs.l.6 billion for medical insurance,

Kshs.l.3 billion for purchasing of police and security equipment, Kshs.807.3 million for security operations,

Kshs.672.5 million for electricity ,water and sewerage charges, Kshs.557.6 million for food rations,

Kshs.476.9 million for purchasing of unifbrms and clothing, Kshs.l 18.8 million as confidential expenditure

iind Kshs. I 14.2 million for production supplies.

State Department for Coordination of National Government (Kshs.1.4 billion): Includes Kshs.94l.8

rnillion for food and rations and Kshs.264.9 rnillion fbr electricity, water and sewerage charges.

State Department fbr Planning (Kshs.696.l million): Amount includes Kshs.l05.9 million for food and

rations. Kshs.57. I rnillion fbr purchasing of uniforms & clothing of NYS staff and trainees, Kshs.5l.l million

fbr supplies and accessories for computers and printers, Kshs.45.4 rnillion fbr bedding and linen for NYS

BUDGET IMPLEMENTATItrN REVIEW REPtrRT
HALF YEAR FY ztr14/2O15
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trainees,andKshs.44.l millionforpurchasingofpolice,prison&NYSsmall equipnrent&supplies

State Department for Education (Kshs.12.9 billion): Amount includes Kshs.l0.6 billion for the free

primary and secondary school education programme and Kshs.86.6 million for sanitary and cleaning

materials, supplies and services.

State Department for Higher Education, Science and Technology (Kshs.3.7 billion): Amount includes a

transfer of Kshs.2.9 billion to the Higher Education Loans Board (HELB), Kshs.447.4 million as a grant to

the youth polytechnics and Kshs.l92.0 million as scholarships and other educational benefits.

State Department forAgriculture (Kshs.l.3 billion) includes Kshs.l.l billion for purchasing maize and

beans strategic stock for storage by the National Cereal and Produce Board.

Auditor General (Kshs.333.8 million): Amount includes Kshs.88.9 million for contracted professional

services in respect to IFMIS Audit, Social audit of the Constitution and audit software licences; Kshs.65.4

million for medical insurance; Kshs.34.5 million for purchasing of software; ICT networking and

communication equipment and Kshs.32.2 million for telephone and internet services.

Table 3.10 provides a detailed breakdown of recurrent expenditure for the MDAs by expenditure category

BUDGET IMPLEMENTATItrN REVIEW REPtrRT
HALF YEAR FY ZO14/2O15
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3.7 Analysis of MDAs Development Expenditure

During the period under review, total development expenditure amounted to Kshs.l29.2 billion against an

annual development budget of Kshs.494.9 billion. This expenditure represents an absorption rate of 26.1 per

cent. From the total development budget, Kshs.320.9 billion will be funded through the exchequer while

Kshs.174 billion will be generated in form of A-l-A.

Among the expenditure categories, capital transfers to SAGAs was highest at Kshs.69.7 billion (47.3 per

cent), while expenditure on refurbishing of buildings, infrastructure construction and civil works was

Kshs.55.8 billion (37.9 per cent). Maintenance of programme motor vehicles, and maintenance of other

programme assets consumed the least amount at Kshs.l2.2 million (0.01 per cent) and Kshs.298.l million

(0.20 per cent) respectively.

The analysis of development expenditure shows that the State Department for Infrastructure recorded the

highest amount of capital transfers to its SAGAs at Kshs.24.7 billion which is 35 per cent of all capital transfers

by MDAs while the State Department of Transport recorded the highest expenditure on refurbishment of

buildings, infrastructure and civil works amounting to Kshs.20.2 billion or 40 per cent of the total MDAs

expenditure for this category.

Other development expenditure amounted to Kshs.l1.05 billion or 7.5 per cent of the expenditure. The

MDAs with significant expenditure under the other development expenditure category include;

State Department for Higher Education, Science and Technology had the highest expenditure on both

residential and non-residential buildings at Kshs.617.4 million and Kshs.2.2 billion respectively. This

Department plays a major role of expanding educational infrastructure across the country.

National Treasury other expenditure category includes Kshs.29.4 million spent on micro-finance institutions,

Kshs.260 million spent during the equity participation in Uchumi supermarkets, and Kshs.l30.5 million on

the East Africa Marine system Network (TEAMS).

The Ministry of Health expenditure includes Kshs.24l.8 million spent on publishing and printing and

Kshs.l36.5 million on training which were funded by various donors including the Global Fund, Kshs.80

million for purchasing laboratory materials, Kshs.50 million for medical and dental equipment and Kshs.44.6

million for medical drugs.

The Ministry of Lands Housing and Urban development spent Kshs.592.9 million in acquiring specialised

materials such special paper and equipment for production of title deeds.

Other development expenditure items amounted to Kshs.I l. I billion or 7.5 per cent of the total development

expenditure. Some of the MDAs with significant expenditure under this category include;

(i) Ministry of Energy and Petroleum include; Kshs.536.7 million for subsidizing the rural

electrification programme, Kshs.33.9 million spent on boards, committees, conferences and

seminars and Kshs.6l.3 million spent on training.

(ii) State Department for Interior include; Kshs.378.9 million for purchasing of police and security

equipment, Kshs.286.2 million on supplies for production of national identity cards, birth and

BUDGET IMPLEMENTATION REVIEW REPtrRT
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death certificates, and Kshs.l65.0 million for purchasing laboratory equipment.

(iii) State Department for Planning: Kshs.655.l0 rnillion which includes; Kshs.l83.6 million

paid to contractual and casual employees working under three programmes namely: Community

Empowerment and Institutional Support programme (CEISP), Programme for Agriculture

and Livelihoods in Western Communities(PALWECO) and the Youth Development Initiative

Programme. Other expenses include Kshs.l94.lmillion spent on hire of equipment, plant and

machinery, Kshs.307.2 million on hospitality, boards, committees, conferences and seminars and

Kshs.l52.2 million on refined fuel and lubricants for transport.

(iv) State Department for Devolution: Kshs.579.85 million which includes; Kshs.l64.3 million on

drought conlingency, Kshs.l02.0 million for purchase of agricultural machinery and equipment,

Kshs.75 million forcasual and contractualemployees workingwith the Western Kenya Community

Development and Flood Mitigation Project and Kshs.60.5 million fbr training.

(v) The State Department for Environment & Natural Resources: Kshs.l.099 billion which

includes; Kshs.3l2.9 million for purchasing of tree seeds and seedlings under the green trees

project, Kshs.l77.3 million for purchase of instrumentation and calibration equipment and

Kshs.167 .7 million on water supplies and sewerage.

(vi) State Department for Agriculture: Kshs.l.975 billion which includes: Kshs.8l2.4 million

for subsidizing purchase of fertilizer by farmers and Kshs.l.385 billion on water supplies and

sewerage. The State Department for fisheries spent Kshs.600 million on purchasing of boats.

Table 3.11 and figure 3.4 illustrate analysis of MDAs development expenditure by category
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Pre-fieasibility,
Feasibilityand

Appraisal Studies,
Others Expenses,

Kshs.11,052.6Mn,

Contracted Technical
and Professional

Services,

Kshs.1,O25.8Mn, 1%
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Figure 3.4: Composition of Development Expenditure

Source; MDAs and National Treasury

3.8 Recurrent and Development Expenditure Analysis by Sector

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

This sector is composed of five sub-sectors 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 affain food security, sustainable land

management, affordable housing and urban infrastructure development.

The budgetary allocation to the sector for FY 20l4l15 is Kshs.60.2 billion representing 3.3 per cent of the total

budget, an increase from Kshs.53.3 billion allocated in FY 20l3l14.lt comprises of Kshs.44.2billion(73.6

per cent) for development expenditure and Kshs.15.9 billion (26.4 per cent) for recurrent expenditure. The
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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 sub sectors performed.

I

Iable 3.12: AIf &UD Sector - Anal of l,xchequer lssues antl Expenditure (Kshs. Billions)

During thc period under rcview, the scctor rcceived exchequer issues amounting to Kshs.2l3.U billion which

translates to 44.6 per ccnt of the annual net estimatcs. The exchequer issucs to the sector cornprised tlt'

Kshs.6.7 billion lbr rccurrent activities represcnting 43.3 per cent of the artnual rccurrent nct cstitnatcs,

and Kshs.l7.l billion for development projects represcnting 45.1 per cent ol'thc annual dcvclopnrent nct

estimates. The State Departrnent for Fisheries received the highest proportion of the rccurrcnt exchequer

issues a|47.8 per cent of the annual rccLurcnt net estintates whilc thc National Land Conlrnission rcceivcd

the lowest proportion tll'recurrent cxchequer issues at 36.tt per ccttt. Frorn the analysis, thc litate l)cpartnlcrtt

for Fisheries rcceived the highest proportion of exchequcr issucs to annual net cstimatcs tbr dcvcloprnent

activities at92.6 per whereas the National Land Commission did not receivc cxchequer issues lbr dcvclopnrcnt

expenditure in the first half of FY 2014115. Agraphical breakdowtt o1-the cxchcquer issucs to thc sectors is

shown in figure 3.5.
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Fi re 3.5: AR&UD Sector Exc uer Issues
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DurirrgthefirsthalfofFY20l4l15,thesectorspcntatotalofKshs.2l.Tbillionrepresentingan absorptionrate

ol- 36. I per cent. The total expenditure conlpriscd of Kshs.6.4 billion for recurrent expenditure, representing

40.3 per cent of the annual recurrent budget and Kshs.15.3 billion for development expenditure which

rcprcsents 34.(r per cent of the annual devclopment budget. The State Department for Fisheries had the

highcst absorplion rate for recurrcnt expenditurc at 48.3 per cent while the State Departntent for Livestock

rcgistered thc Iowest absorption rate for recurrent budget at9.6 per cent. The State Department for Fisheries

rccorded thc highest absorption rate for development budget at6l.4 per cent and the State Department for

Agriculture rccorded the lowest absorption rate at 31.9 per cent. National Land Commission did not spend

funds on development activities.

3.8.2 Education Sector

The Sector consists 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,20l0. As a result, the scctor'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 innovalion fbr global competitiveness.

ln the FY 2014115, this sector has been allocatcd Kshs.308.4 billion representing 16.8 per cent of the total

budgct. This is an increase of ll.7 per ccnt compared to Kshs.276.2 billion allocated in FY 2013/14. This

allocation conrprises of Kshs.273.4 billion (tl9 pcr cent) for rccurrent and Kshs.35.0 billion (ll per cent) for

dcvelopmcnt activitics.

In the first halfof FY 2014115, thc sector received cxchequer issues amounting to Kshs. l22.4btllion representing

43.3 per ccnt of thc annual nct estimates out of which, Kshs.ll6.l billion was for recurrent expenditure

while Kshs.6.3 billion was lbr dcveloprncnt cxpcnditurc. Rccurrcnt exchequer issues to State Department for

tiducation wcre Kshs.l8.4 billion representing 36.8 per ccnt of the annual net recurrent estimates. The State

Department firr Science ancl Technology sub-scctor received Kshs.l7.8 billion representing 48.1 per cent of

the annual devclopment net estimates, while TSC reccived Kshs.79.9 billion or48.3 per cent of the annual

recurrent net estimates. The State Department of Science and Technology received the highest exchequer
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issues for development projects at Kshs.4.l billion representing4l.4 per cent of the annual development net

estimates. Figure 3.6 give a breakdown of the sector's exchequer issues while table 3.13 provides a detailed

analysis ofexchequer issues and expenditure for the sector.

Figure 3.6: Education Sector Exchequer Issues

State Department for Education

State Department for Science and
Tedrnology

Te adre rs Service Communication

Source: MDAs and National Treasary

Table 3.13: Education Sector - of Exchequer Issues and Expenditure Kshs. Billions
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Thc scctor's cxpcnditurc lirr thc lirst half ol'Ir\'2014/15 amourntcd to Kshs.l29.3 billion rcprescnting an

at"rsorption ratc ol'41.9 pcr ccnt ol'thc gross cstinrates. The scctor spent Kshs.122.5 billion on rccurrcnt

activities and Kshs.6.tt billion on dcvelopnrcnl activitics, or an absorption of 44.8 per ccnt and 19.4 per cent

rcspcctivcly. TSC'had thc highcst rccurrcnt cxpcnditure to nct estinratcs at Kshs.tl2.7 billion. arr absorption

ratc ol'50 pcr ccnt. Convcrsely. Statc Dcpartrrcrrt ol- Irducation had thc lowcst recurrcnl cxpenditurc of
Kshs.l9.ti billion, an absorption ratc ol'36.7 per cent. The State Departmcnt of Scicncc ancl Technology had

thc highcst devckrpmcnt cxpenditurc ol Kshs.4.4 billion with an absorption rate 34.3 pcr ccnt. TSC did not

rcport any devclopment expenditurc during the pcriod under rcvicw.

3.tt.3 'fhe Energy, Infrastructure and Intbrrnation Clommunications'fechnology'(El & IC1') Sector

This scctor cor-r-rpriscs ol' fbur sub-scctors which includcs: Statc depaftnrcnl for Infiastructurc. Statc

[)cpartrncnt firr Transport. Ministry of Infirrrnatiort ('on-tnrurtication and Tcchnology and Ministry ol- Encrgy

and Pctrolcunr. Thc scctor is gcaring towarrls bccorning a worlcl-cluss provide r of cost-cl ctivc public utility
inlrastruclLrrc lircilitics and scrvices in thc arcas ol'encrgy, transport and lC'T that nrcct international standards

ttr rnakc Kcny'a a globally compctitivc country.

l'hc scctor bLrclgct allocation amounted to Kshs.256.9 billion rcprcscnting l4 pcr ccnt ol'thc FY 20l4l15

budgct. arr increasc from Kshs.216.5 billion allocatcd in FY 2013114. The allocatiorr includcs Kshs.35.6

billion fbr rccurrcnt activitics and Kshs.22l.3 billion fbr dcvck)pment cxpcnditure. The State Dcpartrnent for

Irrlrastructure had the highest allocation for both rccurrcnt and dcvcloprncnt activitics at Kshs.25.tt billion

and Kshs.99 billion respectively. Convcrsely. thc Ministry of Information, Cornnrunication and Technology

had thc lowest alkrcation for both rccurrent and developmcnt activitics at Kshs.2 billion and Kshs.8.2 billion
respectivcly. A more dctailcd analysis of the sector's perlbrmancc is shown in tablc 3.14.

-lrrblc.l.l-l: I'-l .t l( 'l'Sector -.\nalrsis ol'I'.re hr: t;ur:r Issues llttl l.r;lentliturc (Kslts. ltilliotts)
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In the first half of FY 2014115, the sector received exchequer issues amounting to Kshs.39.4 billion which

translates to 30.2 per cent of the sector's annual net estimates. The exchequer issues comprised of Kshs.3.2

billion for recurrent expenditure and Kshs.36.2 billion for development activities representing 48.5 per cent

and 28.9 per cent of the annual respective net estimates. Figure 3.7 gives a breakdown of the exchequer

issues for each sub sector.

Figurc 3.7: El & IC't Exchcquer Issucs
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Ministry of lnformation, Commu nication and Tech ndogy Recurrcnt, Xshs.1.2 Bn
(3!)16)

tlev, Ishs. 1.9 Bn (6196)

Ministry of Energy and Fetroleum
I

Recurrent, Kshs.O.8 Bn
(6i61

Dan, Lshs. 13.78n (94t6)

Source: MDAs and National Treasurv

During the period under review, the sector spent a total of Kshs. 69.5 billion, an absorption rate of 27.1 per

cent of the gross estimates. This comprised of Kshs.ll.2 billion expenditure on reculrent expenditure and

Kshs.58.4 billion on development projects, an absorption rate of 3 I .4 per cent and 26.4 per cent respectively.

The Ministry of Information, Communication and Technology attained the highest absorption rate for

recurrent expenditure at49.9 per cent while the State Department for Transport recorded the lowest absorption

rate at 8.4 per cent. The State Department for Transport had the highest absorption rate at 55.3 per cent on

development activities while the Ministry of Energy and petroleum registered the lowest absorption rate

which was 13.4 per cent on development activities.

3.tt.'l Environmental Protection, Water and Natural Resource Sector

The sector consists of three sub-sectors namely: the State Department for Environment & Natural Resources;

State Department for Water and Regional Authorities and Ministry of Mining. The sector endeavours tct

provide decent, secure and habitable environment as well as access to portable water. It also promotes mineral

exploration and mining management, development of mineral development policies, conducting inventory

and mapping of mineral resources.

In the FY 2014115, the sector was allocated Kshs.50.8 billion which is 2.8 percent of the total budget cstimates,

a decrease from the Kshs.57.l billion allocated in FY 2013114. A totalof Kshs.l4.7 billion (29 per cent) was

allocated for recurrent activities while Kshs.36.l billion (71 per cent) was fbr dcvelopmcnt activities. Thc

State Department for Water and Regional Authorities received the highest allocation of Kshs.3 I .2 billion, or

61.5 percent of the sector's total budget allocation. The Ministry of Mining was allocated the lowcst antoullt

of Kshs.l.9 billion representing 3.9 percent of the total sector budget. Tablc 3.15 provides a detailccl analysis

of the sector.
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Table 3.15: Environmental Protection, Water and Natural Resources Sector - Analysis of Exchequer lssues

and iture (Kshs. Billion)

Exchequer issues to the sector amounted to Kshs. I I .2 billion and represent 3l .7 per cent of the annual net

estimates. The recurrent exchequer issues to the sector were Kshs.4.6 billion representin g47 .7 per cent of the

annual net recurrent estimates while development exchequer issues were Kshs.6.5 billion or 25.6 per cent of
the annual net development estimates. Out of the total recurrent exchequer issues, the State Department for
Environment and Natural Resources received the highest proportion of exchequer issues to annual recurrent

net estimates of Kshs.3.4 billion (50 per cent) followed by the Ministry of Mining, Kshs.0.3 billion (44.8 per

cent) while the State Department for Water and Regional Authorities received Kshs.0.9 billion representing

4l per cent of the annual net estimates. Figure 3.8 illustrates the exchequer issues to the sector.

Figure 3.8: Environmental Protection, Water nnd Natural Resources Sector - Analysis of

Source: National Treasury
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The total expenditure for the sector was Kshs.l3.9 billion translating to an absorption rate of 27 .3 per cent.

The sector spent a total of Kshs.4.5 billion on recurrent activities which represents an absorption rate of

30.5 per cent and Kshs.9.4 billion on development activities translating to an absorption rate of 26 per

cent. The State Department for Environment and Natural Resources had the highest absorption of recurrent

budget at 34.2 per cent while the State Department for Water and Regional Authorities reported the lowest

absorption rate at 21.6 per cent. The State Department for Environment and Natural Resources had the

highest absorption of development budget at 32.1 per cent whereas the Ministry of Mining had the lowest

absorption rate at 13.1 per cent.

3.8.5 General Economic and Commercial Affairs (GECA) Sector

The General Economic and Commercial Affairs (GECA) Sector comprises of three sub-sectors namely;

Industrialization and Enterprise Development, State Department for EastAfricanAffairs 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 percent of the overall GDP. It is also a

major source of govemment revenue in form of taxes, duties, license fees, National Park entry fees, among

others.

The budgetary allocation to the sector in the FY 20l4l15 was Kshs.16.2 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.l6.3 billion in the FY 20l4l15 is an increase of 26.4 per cent from the Kshs.l2.9

billion allocated in FY 2Ol3ll4. 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.O. t billion. Table 3.16 represents analysis of the

GECA sector

BUDEET IMPLEMENTATItrN REVIEW REPORT
HALF YEAR FY ZO14IZO15
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Table 3.16: GECA Sector - Analvsis ol't xchequer lssues and E,x iture (Kshs. Billion)

The total exchequer issues to the scctor in the first half of FY 2014115 was Kshs.4.l billion representing

26.5 per cent of the annual net estimates and consisted of Kshs.2.7 billion for recurrent activities ( 40.7

per cent of annual recurrent net estimates) and Kshs.l.5 billion for development projects (16.1 per cent of

annual development net estimates). The State Department for Commerce and Tourism received Kshs.l.3

billion, which is 47.6 per cent of the sub-sectors annual net estimates while the State Department for East

African Affairs received Kshs.O.7 billion, represcnting43.9 per cent of the annual recurrent net estimates.

The Ministry of Industrialization and Enterprise Development received Kshs.l.0 billion, representing 42.7

per cent of the annual recurrent net cstimates.

On development expcnditure, the State Department for Commerce and Tourism received the highest

proportion of exchequer issues to the annual dcvclopmcnt nct estimates at26.4 per cent while the Ministry

of Industrialization and Entcrprisc Devclopment had thc lowest proportion of exchequer issues to the annual

development net estimates at l3.l per cent. The State Department for EastAfrican Affairs did not receive

cxchequcr issues towards developrnent activities. Figure 3.9 show exchequer issues to the various sub sectors.
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Expenditure for the sector in the first half of FY 20l4ll5 was Kshs.5.0 billion representing an absorption rate

of 30.8 per cent. A total of Kshs.3.0 billion was spent on recurrent activities representing an absorption rate of
44.7 per cent while Kshs.2.0 billion was spent on development activities representing an absorption rate of 2l.l
per cent. State Department for East African Affairs spent Kshs.l.0 billion on recurrent or an absorption rate of
61 .l per cent for recurrent activities, the State Department Commerce and Tourism spent Kshs. I .l billion or an

absorption rate of 39.8 per cent while Ministry of Industrialization and Enterprise Development spent Kshs.O.9

billion, representing an absorption rate of 38.9 per cent for recurrent activities.

On development expenditure, the Ministry of Industrialization and Enterprise Development spent Kshs.l .4

billion, or an absorption rate of 19.0 per cent and the State Department for Commerce and Tourisrn spent Kshs.

0.6 billion or an absorption rate 29.4 per cent.

3.1t.6 Governance, Justice, Law and Order Sector (GJLOS)

The GJLOS sector comprises of l4 sub-sectors which includes; Ministry of Interior and Coordination of National

Government, Office of the Attorney General and Department of Justice, Directoratc of Public Prosecution

(DPP), the Judiciary Judicial Service Commission (JSC), Ethics and Anti-Corruption Commission (EACC),

Kenya National Commission for Human Rights (KNCHR), Registrar of Political Partics (RPP), Witncss

Protection Agency (WPA), National Police Scrvice Commission (NPSC), Independent Electoral and Boundarics

Commission (IEBC), National Gcnder and Equality Commission (NGE('), Cornmissiorr lbr Inrplcrncntation of
the Constitution (ClC) and lndependent Police Ovcrsight Authority (IPOA).

The role of the sector includes provision of security, prosccution services. managemcnt of clections and clectoral

boundaries, ensuring good governance and accountability of public rcsources, registration and regulation

of political parties, facilitate and oversee constitution implementation. Thc scctor also aims at protccting and

promoting human rights, rehabilitation, reintegration and resettlemcnt of custodial and non-custodial oflendcrs,

providing migration services, maintaining law and order, judicial and lcgal serviccs and prorrotion of cohcsiort,

transparency and integrity.

DuringtheFY20l4l15,thesectorwasallocatedKshs.l30.9billiontranslatingtoT.lpcrccntol'th,-.toial budgct

and a slight decline from thc Kshs.l3l.9 billion allocatcd in trY 2013114. J-hc scctor uas allocatccl Kshs.ll().1

billion (91 . I per cent) towards recurrcnt activitics ancl Kshs. I I .7 billion ( 13.9 pcr cent ) ti)r clcvc lopntcnt ac tir it ie s.

The state Department for intcrior had thc highcst budgctary allocatiou filr rccurrcnt activitics in thc scctor.lt

Kshs.79.3 billion whilc Judiciary had thc highest allocation fbr dcvclopmcrtt crpcncliturc irt tltc scctor at Kslts.-5.(i

billion. Table 3.17 represcnts the budgct pcrfbrnrancc sunmrary of thc (;.lLOS scctor.
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Table 3.17: GJLOs Sector - Analysis of Exchequer Issues and diture (Kshs. Billions)
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Exchequer issues to the sector during the period under review amounted to Kshs.58.6 billion representing

45.2 per cent of the sector's annual net estimates. This comprised of Kshs.57 billion for recurrent expenditure

or 48. I of the annual recurrent net estimates and Kshs. I .6 billion for development expenditure representing

14.3 per cent ofthe annual development net estimates. Thc IEBC received the highest proportion of exchequer

issues to net estimates for recurrent expenditure at 88.9 per cent while JSC had the lowest proportion at 22

per cent. Figure 3.10 represents an analysis of exchequer issues to the GJLO sector.

F x rl r(l LOS Kshs. Billion

Source : Nat b na I Treusu rv

Expenditure amounted to Kshs.34.6 billion which represents an absorption rate of 26.4 per cent. The sector

spent Kshs.32.5 billion on recurrent activities, an absorption rate of 27.3 per cent and Kshs.2 billion on

development activities representing an absorption rate of 17.4 per cent. The lndependent Police Oversight

Authority recorded the highest absorption of recurrent budget at 60.4 per cent while the State Department

for Coordination of National Government had the highest absorption of development budget at27 .9 per cent.

3.8.7 The Health Sector

The Health sector has one sub-sector, the Ministry of Hcalth.'Ihe Ministry dischargcs its function through

eight Semi-Autonomous Government Agencies (SAGAs) namcly; Kcnyatta National ilospital (KNH), Moi

Teaching and Ref'erral Hospital, Kenya Medical Research lnstitute (KEMRI), Kcnya Mcdical Supplies

Agency (KEMSA), Kenya Mcdical Training Collcge (KMTC), National Flcalth lnsurance Fund (NHIF).

NationalAIDS Control Council (NACC) and HIV & AIDS Equity TribLrnal. The SAGAs are specializcd in

health service delivery; medical research and training; procuremcnt and distribution of drugs; and financing
BUDGET IMPLEMENTATION REVIEW REPDRT
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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.

During the period under review, the total exchequer issues to the sector amounted to Kshs.l2.5 billion

representing34.T percentoftheannualnetestimates. RecurrentexchequerissuestothesectorwereKshs.9.5

billion representing43.0 per cent of the annual recurrent net estimates while the development exchequer

issues were Kshs.3.0 billion, representingZl.5 per cent of the annual development net estimates.

Total expenditure for the sector in the first half of FY 2014115 amounted to Kshs.l5.2 billion, representing

an absorption rate 32.1 per cent of the gross estimates. The recurrent expenditure by the sector amounted

to Kshs.ll.9 billion, representing an absorption rate of 45.7 per cent of the recurrent gross estimates while

development expenditure was Kshs.3.3 billion, representing an absorption rate of 15.4 per cent of the gross

development estimates. Table 3.18 gives a summary of the performance of the Health sector.
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3.8.8 The Public Administration and International Relations (PAIR) Sector

The Public Administration and International Relations (PAIR) sector comprises of the following sub-sectors;

The Presidency, Ministry of Devolution and Planning, Ministry of Foreign Affairs, 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 intemational treaties, agreements, co-operation and resource mobilization.

Total allocation to the PAIR sector amounted to Kshs.l96.9 billion (11 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 Kshs.102.7 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.O.2 billion. Table

3.19 illustrates the budget implementation status for the PAIR sector in the first half of FY 2014115.

Table 3.19: PAIR Se'ctor - Ana s of Exchequer Issues and Expenditure (Kshs. Billions

BUDGET IMPLEMENTATION REVIEW REPORT
HALF YEAR FY 2D14t2tr15
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Exchcquer issues to the sector wcre Kshs.65.8 billion which represents 37.1 per cent of the annual net

estimatr.s. The recurrent exchequer issues were Kshs.4l.4 billion or 44.6 per cent of the annual net recurrent

estimates while the development exchequer issues were Kshs.24.4 blllion or 28.9 per cent of the annual

net development estimates. The State Department for Devolution received Kshs.2.0 billion in recurrent

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

estimates at92.4 per cent. The Commission on Revenue Allocation received Kshs.72.9 million, the lowest

proportion of recurrent exchequer issues to annual recurrent net estimates at25.7 per cent. The Public Service

Commission received Kshs.l04.2 million in development exchequer issues. This represented the highest

proportion of development exchequer issues to annual development net estimates at 62.0 per cent. Figure

3.1I show exchequer issues to all the subsectors in PAIR.
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The total expenditure for the period was Kshs.61 billion, represcnting an absorption rate of 31.0 per cent. The

total recurrent expenditure for the period was Kshs.34.4 billion or 36.5 per cent of the recurrent expenditure

estimates while the total development expenditure was Kshs.26.5 billion or 25.8 per cent of development

expenditure estimates.

3.8,9 Social Protection, Culture and Recreation Sector

The sector consists of t'wo sub-sectors 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.24.1 billion which is 1.3 per cent of the total budget. Of the

total sector budget, Kshs. I I .1 billion (46 per cent) was for recurrent expenditure and Kshs. I 3.0 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.ll.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 sub sectors under

review.

Table 3.20: Social Protection, Culture and Recreation Sector - Analysis of Exchequer lssues and
diture (Kshs. Billions)

BUDEiET IMPLEMENTATION REVIEW REPtrRT
HALF YEAR FY ZO14/2O15
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8.5 8.4 L3 2.7 34.7 3 t.8 I 1.6 lt.4 4.1 4.9 34.2 42.3
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Exchequer issues to the sector amounted to Kshs.8.S billion translating to 37 .3 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 50.5 per cent for recurrent and at 56.8 per cent for development while Ministry of
Labour Social Security and Services had the lowest proportion of exchequer issues to the net estimates at

34.7 per cent for recurrent expenditure and at 34.2 per cent for development. Figure 3. I 2 provides a graphical

representation of exchequer issues for the two subsectors.

rrE

Source: National Treasury

Total expenditure for the period under review was Kshs.9.3 billion, an absorption rate of 39 per cent. The

total recurrent expenditure was Kshs3.8 billion while development expenditure was Kshs.5.5 billion, an

abscrrption rate of 34.2 per cent and 42.6 per cent respectively. Comparatively, the Ministry of Sports,

Culture and Arts had the highest absorption of the development expenditure at 45.0 per cent while Ministry

of Labour, Social Security and Services absorbed 42.3 per cent of the its development budget.

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 representin g 4.9 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.l7.4 billion. Table 3.21 gives

a breakdown of the National Security sector.

Table 3.21: National Security Sector - Analysis of Exchequer Issues and Expendlture (Kshs. Bllllons)

Source: MDAs and National Treasun,

BUDGET IMPLEMENTATItrN REVIEW REPORT
HALF YEAR FY 2O14/2tr15
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During the period under review exchequer issues to the sector amounted to Kshs.39.8 billion representing

43.9 per cent of the annual net estimates. The Ministry of Defence received Kshs.3l.6 billion while the

National Intelligence received Kshs.S.2 billion, translating to 43.1 and 47 .l per cent of annual respective net

estimates.

The sectors'total expenditure was Kshs.43.7 billion, translating to an absorption rate of 48.2 per cent of the

gross estimates. The Defence sub-sector spent Kshs.35.0 billion, an absorption rate of 47.7 per cent of the

gross estimates while the National Intelligence Services sub-sector spent Kshs.8.7 billion, an absorption rate

of 50 per cent of gross estimates.

BUDGET IMPLEMENTATION REVIEW REPORT
HALF YEAR FY ZO14/2015

l
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4,O PERFORMANCE OF BUDGET BY PROGRAMMES - ]ULY
TO DECEMBER 2OI4

This chapter presents analysis of MDAs budget performance based on programmes implemented during

the first half 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 which comprises of l4 programmes was allocated Kshs.60.2 billion comprising of

Kshs. l -5.9 billion (26.4 per cent) for recurrent expenditure and Kshs.44.3 billion (73.6 percent) fordevelopment

programmes for the FY 2014115. The Crop Development and Management programme received the highest

allocation at Kshs.l3.0 billion which was 21.5 per cent of the total allocation for the sector. On the other

hand, the Livestock Resources Management and Development program received the lowest allocation at

Kshs.2l .4 million.

Expenditure for the first half of FY 2014i l5 was Kshs.2l.7 billion comprising of Kshs.6.4 billion as recurrent

expenditure and Kshs.l5.3 billion as development expenditure. The recurrent expenditure represents an

absorption rate of 40.3 per cent of the annual budget for recurrent programmes while development expenditure

translates to 34.6 per cent of the annual budget for development programmes in the sector.

Analysis of the programme performance for the period under review shows that the Government Buildings

programme under the Ministry of Land Housing and Urban development subsector spent Kshs.l.4 billion

and recorded the highest absorption rate at 77.8 per cent. The Livestock Resources Management and

Development programme under the State Department for Agriculture subsector spent Kshs.0.598 million

recording the lowest absorption rate at 5.0 per cent.

BI.JDGET IMPLEMENTATItrN REVIEW REPtrRT
Hr\LF YEAR FY ZB14/2O15
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Thble 4.1: of AR &UD Sector (Kshs.

BUDGET IMPLEMENTATItrN REVIEW REPtrRT
HALF YEAR FY ZO14I2O15
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I

4.2 Education Sector

The Education sector comprises of 12 programmes and was allocated Kshs.308.4 billion comprising of
Kshs.273.4 billion (89 per cent) for recurrent expenditure and Kshs.35 billion (l I per cent) for development

programmes in FY 2014115. Teachers'resource management programme received the highest allocation at

Kshs.l6l.l billion which was 55.8 per cent of the total allocation for the sector while the Govemance and

standards program received the lowest allocation at Kshs.0.05 billion.

Expenditure for the first half of FY 2014115 was Kshs.129.3 billion comprising of Kshs.122.5 billion as

recurrent expenditure and Kshs.6.8 billion as development expenditure. The recurrent expenditure represents

an absorption rate of 44.8 per cent of the annual budget for recurrent programmes while development

expenditure translates to 19.4 per cent of the annual budget for development programmes in the sector.

Analysis of the programme performance during the period under review shows that Teacher Resource

Management under the TSC sub-sector spent Kshs.82.2 billion recording the highest absorption rate at 5l
per cent while the Governance and Standards programme of TSC had the lowest absorption rate at 0 per cent.

Table 4.2: of Education Sector Programmes (Kshs. Billions)

BUDGET IMPLEMENTATION REVIEW REPORT
HAI.F YEAR FY 2014/2tr15

\

Primary Education t7.4 t9.2 36.6 5 t.4 6.4 77.5

Secondary Education 28.7 0.9 29.6 13.1 0.2 13.3 44.9

Quality Assurance and
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4.9 0.8 5.7 0.5 0.5 t.7 19.3

SL'lte
Department
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General Administration,
Planning and
Support Services

3.1 1.3 4.4 1.1 0.4 1.5 34.1

University Education 50_6 5.5 56.1 18.6 2.2 20.8 37.7

Technical Vocational
Education and Trainins t.2 4.6 5.8 0.6 7.9 2.5 43.7

Research, Science,
Technology and
lnnovation

0.6 0.2 0.8 0.3 0.09 0.39 4B.B

Youth Training and
Develonment 0.9 7.7 2 0.5 0.06 0.56 28.O

State
Department
for Science
and
Technology

General Administration,
Planning and
Support Services

0.5 1.3 1.8 0.03 0.06 0.09 5.0

Teacher Resource
Management

t6t.7 t6L.l 82.2 82.2 51.0

Governance and
Standards

0.05 0.05 0 0.0

Teachers
Service
Commission

General Adrninistration,
Planning and
Support Services

4.3 0.1 4.4 0.5 0.5 t7.4
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43 The Enerry, Infrastructure and Information Communications Technologr (Et & ICf) Sector

The EI&ICT sector was allocated Kshs.256.9 billion to implement its 17 programmes during the FY

2}l4l15. This allocation comprises of Kshs.35.6 billion (13.9 per cent) as recurrent expenditure allocation

and Kshs.22l.3 billion (86.2 per cent) as development expenditure allocation. The Road Transport program

underthe State Department of Infrastructure had the highest allocation at Kshs.l23.52 billion which was

48.1 per cent of the total allocation for the sector while Government Clearing Services programme under the

State Department of Transport had the lowest allocation at Kshs. l5 I million which was less than I per cent

of the total allocation for the sector.

Expenditure during the first half of FY 2015/14 was Kshs.69.5 billion comprising of recurrent expenditure

of Kshs.ll.2 billion and development expenditure of Kshs.58.4 billion. The total recurrent expenditure

translated to an absorption rate of 3l .4 per cent of the annual recurrent budget while the development

expenditure represented an absorption rate of 26.4 per cent of the annual development budget.

Analysis of the programme performance during the period under review indicates that the l{tril 'fransptirt

programme spent Kshs.l9.3 billion recording the highest absorption rate at 79 per cent. The Alternative

Energy Technologies programme under the Ministry of Energy and Petroleum had the lowest absorption rate

at I per cent with an expenditure of Kshs.34 million.

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)

BUDGET IMPLEMENTATION REVIEW REPORT
HALF YEAR FY 2O1412tr15

i

l

I
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Administration,
Planning and
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0.2 500.1 0.5 o.2Road Transport 0.4
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2.408 207.7 12.7 0.008 2.4Air Transport 4.4

0.002 100.02 0.12 0.002Government Clearing
Services

0.1
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Department of
Transport

391.3 0.5 0.51.3
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Administration,
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Support Services

33.1 2799 L23.5 8.5 24.6Road Transport 24.5

State
Departrnent of
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General
Administration
Planning and
Support Services

0.4 0.1 0.5 0.4 0.3 0.7 158

Information And
Communication
Services

t.4 0.7 2.1 0.5 0.3 0.8 51

Mass Media Skills
Development

0.2 0.1 0.3 0.01 0.01 3

ICT Infrastructure
Development

Ministry of
lnformation,
communication
and Technology

0.04 7.3 7.34 0.02 1.2 1.22 t6

General
Administration
Planning and
Sunnort Services

0.3 0.02 0.32 0.03 0.03 11

Power Generation 0.7 2t.9 22.6 0.3 t.7 2 9

Power Transmission
and Distribution

0.8 47.9 48.7 0.3 8.2 8.5 t7

Alternative Energy
Technologies

0.1 2.8 2.9 0.03 0.03 1

Ministry of
ent:rgy and
Petroleum

Exploration and
Distribution of Oil
and Gas

0.02 1.6 t.62 0.008 0.07 0.078 4

4.4 Environment Protection, Water and Natural Resources Sector

This sector comprises of 10 programmes and was allocated Kshs.50.8 billion comprising of Kshs.l4.7 billion
(28.9 per cent) for reculrent expenditure and Kshs.36.l 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 half of FY 20l4l15 was Kshs.l3.9 billion comprising of Kshs.4.5 billion on recurrent

expenditure and Kshs.9.4 billion for development expenditure. The recurrent expenditure represents an

absorption rate of 30.5 per cent ofthe annual budget for recurrent programmes while development expenditure

translates to 26 per cent of the annual budget for development programmes 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 Environment and Natural resources

spent Kshs.0.33 billion recording the highest absorption rate at 50 per cent while the Mineral Resources

Management programme spent Kshs.O.1 billion and recorded the lowest absorption rate at 15.5 per cent.

BUDGET IMPLEMENTATION REVIEW REPCIRT
HAI-F YEAR FY ZAI4/2O15



OFFIGE trF THE trtrNTRtrLLER OF BUDGET

Table 4.4: Analysis of Environmental Protection, Water and Natural Resources Sector
(Kshs. Billion

4.5 General Economic and Commercial Affairs (GECA) Sector

The GECA sector was allocated Kshs.l6.2 billion to implement its 9 programmes during the FY 2014115.

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. 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.0.2 billion

which was l.l per cent of the total allocation for the sector.

Expenditure by the sector was Kshs.5.0 billion translating to an absorption rate of 30.8 per cent. The sector

spent Kshs.3.0 billion on recurrent activities which represents an absorption rate of 44.7 per cent of the

recurrent budget while Kshs.2.0 billion was spent on development activities, translating to an absorption

rate of 21. I per cent. The East African Affairs and regional Integration had the highest absorption rate at 60

per cent while tndustrial Development and Investments reported the least absorption rate of I 1.9 per cent.

BUDEET IMPLEMENTATItrN REVIEW REPORT
HALF YEAR FY 2O14/2rl15
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0.6 3.3
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Services

35.10.005 0.205 0.07 0.002 0.072
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0.2

0.08 0.08 0.16 26.70.2 0.4 0.6Resources Surveys and
Remote Sensing

15.50.9 1.1 0.09 0.08 0.17Mineral Resources
Management

0.2

Ministry of
Mining
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Tabte 4.5: Analysis of the GECA Sector Programmes Kshs. Billion)

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

The GJLOS sector comprises of 22 programmes spread across 15 subsectors. The sectorwas allocated

Kshs.130.9 billion in the FY 20l4l15 to implement its programmes. This allocation comprises of Kshs.l19.2

billion (91 .l per cent) as recurrent expenditure allocation and Kshs.1l.7 billion (8.9 per cent) as development

expenditure allocation. The Policing Services programme received the highest allocation at Kshs.66.4 billion

which was 50.7 per cent of the total budget while National Government Administration and Field Services

programme received the lowest allocation at Kshs.50 million which translated to 0.4 per cent of the total

budget of the sector.

Total expenditure during the first half period of FY 2014115 was Kshs.34.6 billion which translated to an

absorption rate of 26.4 per cent. This expenditure comprised of Kshs.32.6 billion spent on recurrent activities

and Kshs.2.O billion spent on development activities.

Analysis ofthe programme performance shows that the Policing Oversight Services spent Kshs.l23.9 million

which translated into the highest absorption rate at 50 per cent while the Population Management Services

spent Kshs.559.8 million recording the lowest absorption rate at 10.9 per cent of its annual budget.

BU DEiET IMPLEMENTATION REVIEW REPtrRT
HALF YEAR FY 2O14/2tJ15
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Policing services 63.2 3.2 66.4 L6.L 0.7 16.8 25.3

National Government
Administration and field
services

LL.6 0.4 T2 3.9 0.02 3.92 32.7

Government Printing
Services

0.6 0.08 0.68 0.1 0.08 0.18 26.5

State Department
for Interior

Population Management
Services

3.9 0.7 4.6 0.2 0.3 0.5 10.9

National Government
Administration and field
services

0.05 0 0.05 0.009 0 0.009 18.0

State Department
for Coordination
of National
Government

Correctional services ts.4 0.7 t6.l 2.4 0.2 2.6 t6.L

Legal Services to
Government and the
Public

1.3 0.04 L.34 0.3 0,3 22.4

Constituti onal Reforms t.2 0.005 t.205 0.7 0.7 58.1

Legal Education and
Policv 0.5 0.1 0.6 0.08 0.06 0.t4 23.3

Office of the
Attorney General
and Department of
Justice

General Administration,
Planning and
Support Services

0.7 0.4 1.1 0.2 0.005 0.205 18.6

The fudiciary Dispensation of Justice 11.8 5.6 t7.4 5.1 0.6 5.7 32.8

Ethics and Anti-
Corruption
Commission

Ethics and Anti-
Corruption

1.5 0.3 1.8 o.7 0.7 38.9

Directorate
of Public
Prosecutions

Public Prosecution
Services

t.7 0.1 1.8 0.5 0.5 27.8

Commissions
for the
lmplementation of
the Constitution

Implementation of the
Constitution

0.3 0.3 0.1 0.1 33.3

Registrar of
Political Parties

Registration, Regulation
and Funding of Political
Parties

0.5 0.5 0.2 0.2 40.0

Witness Protection
Authority Witness Protection 0.3 0.3 0.1 0.1 33.3

Kenya National
Commissions of
Human Rights

Protection and
Promotion of Human
Rights

0.4 0.4 0.2 0.2 50.0

lndependent
Electoral and
Boundaries
Commission

Management of Electoral
Processes

3 0.09 3.09 1.2 0.02 1.22 39.5

fudicial Service
Commission

Dispensation of f ustice 0.4 0.4 0.07 0.07 17.5

National
Police Service
Commission

National Police Service
Human Resource
Management

0.3 0.3 0.1 0.1 33.3

National Gender
and Equality
Commission

Promotion ot Gender
Equality and
Freedom from
Ilicnriminarian

0.3 0.3 0.06 0.06 20.0

Independent
Police Oversight
Authority

Policing Oversight
Services

0.2 0.2 0.1 0.1 50.0

Table 4.5: of GJLOs Sector (Kshs. Billions)

BUDGET IMPLEMENTATION REVIEW REPORT
HALF YEAR FY 2014/2tr15
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I
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Source: MDAs and National Treasury
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4.7 Health Sector

The Health sector was allocated Kshs.47.4 billion to fund its programmes during the FY 2014115. The

Curative Health Services programme received the highest allocation at Kshs.l9.4 billion which was 40.8

per cent of the total budget for the sector while the Matemal and Child Health programme had the lowest

allocation at Kshs.4.34 billion translating to 9.2 per cent.

Expenditure during the first six months of FY 20l4l15 was Kshs.l4.l billion comprising of Kshs.1l.2

billion spent on recurrent activities and Kshs.2.9 billion on development activities. The Health Research and

Development programme spent Kshs.2.3 billion recording the highest absorption rate at 45 per cent of its

annual budget while the Preventive & Promotive Health Services programme spent Kshs.l .8 billion with the

lou,est absorption rate at l9 per cent.

lbble 4.7: of Health Sector ammes Billions)

I

I

I
I

Note; The reported recurrent and development expenditure for programmes in the Health Sector give a total expenditure which is

different(lesi) from har shown in Table S.tA.ft is is because expenditure am2unts in Table i.l8 are obtainedfrom actual expenditure

sibmissii,ons iy the Ministry of Health while the programme expenditure analysis in this table was extractedfrom the IFMIS system at an

earlier date hence the timing dffirences.

4.8 Public Administration and International Relations Sector

The Public Administration and International Relations (PAIR) sector has 3l programmes spread across l2

sub-sectors. Total allocation in the FY 20l4l15 amounted to Kshs.l96.9 billion and comprises of Kshs.94.2

billion (47.8 per cent) for recurrent expenditure and Kshs.l02.7 billion (52.2 pet cent) for development

expenditure. The General Administration Planning and Support Services progralnme by the National

Treasury received the highest allocation at Kshs.40.6 billion representing 20 per cent of the budget for the

sector while the Governance and National Values programme, which is under Public Service Commission,

had the lowest allocation at Kshs.97.02 million which was less than I per cent of the sector's total budget.

BUOGET IMPLEMENTATItrN REVIEW REPORT
HAL.F YEAR FY ZO14/2O15

1.8 1B.B9.6 1..2 0.62.9 6.7
Preventive &
Promotive Health
Services

34.05.3 0.3 6.615 4.4 19.4Curative Health
Services

0.3 2.3 44.20.4 5.2 2.LHealth Research and
Development

4.8

0.9 2.6 29.28.9 t.63.4 5.5

General
Administration,
Planning & Support
Services

0.8 78.44.34 0.007 0,80.04 4.3

Ministry
of Health

Maternal and Child
Health
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Expenditure during the first half of FY 2014115 was Kshs.6l billion translating to an absorption rate of 3l
per cent of the annual budget for the sector and compriscd of Kshs.34.4 billion as recurrent expenditure and

Kshs.26.5 billion as development expenditure. The recurrent expenditure translates to an absorption rate of
36.5 per cent of the annual recurrent budget for the sector while development expenditure represented an

absorption rate of 25.8 per cent.

Analysis of the programme performance during the period under review indicates that the Public Service

Transformation programme under the State Department for Planning Subsector spent Kshs.4.7 billion
recording the highest absorption rate at72.2 per cent of its annual budget. The Public Financial Management

Programme spent Kshs.2.8 billion and recorded the lowest absorption rate of 8.5 percent against its annual

budget.

Table 4.8: Analysis of PAIR Sector P mes (Kshs. Billions)

BUDEET IMPLEMENTATItrN REVIEW REPORT
HALF YEAR FY ZO14/2rl15

General Administration Plan-
ning and Support
Services

0.4 0.4 o.2 0.2 50.0

Cabinet Affairs 0.4 0.1 0.5 0.1 0.5 0.6 720.0

Government Advisory Ser-
vices

0.4 0.4 0.08 0.08 20.0

State House Affairs 1.4 0.6 2 0.8 0.2 I 50.0

The Presi-
dency

Leadership and Coordination
of MDAs

7 0.1 1.1 0.5 0.6 1.1 100.0

Economic Policy and National
Planning

1.1 3B.B 39.9 0.5 16.8 17.3 43.4

National Statistical lnforma-
tion Services

0.7 0.09 0.79 0.4 0.4 0.8 101.3

Monitoring and Evaluation
Services

0.4 0.1 0.5 0.1 0.6 0.7 140.0

General Administration Plan-
ning and
Support Services

0.5 0.1 0.6 0.1 0.03 0.13 21,.7

Public Service Transforma-
tion

6 0.5 6.5 4.6 0.09 4.7 72.2

State Depart-
ment for Plan-
ning

Gender & Youth Empower-
ment

6.7 13.8 1,9.9 1,.2 5.2 6.4 32.2

Devolution Services 1,.2 0.001 '1 .201. 0.6 0.6 50.0State Depart-
ment for Devo-
lution Special Initiatives 0.8 5.1 5.9 0.3 't.4 1,.7 28.B

General Administration Plan-
ning and
Support Services

2.6 0.4 3 1.1 0.01 1.11 37.0

Foreign Relation and Diplo-
macy

B t.2 9.2 1.5 0.005 1.5 1,6.4

Ministry of
Foreign affairs
and lnterna-
tional Trade

lnternational Trade and In-
vestments
Promotion

0.2 0.2 0.03 0.03 15.0
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70.4 0.4 10.8 26.633.2 7.4 40.6
General Administration Plan-
ning and
Support Services

2.8 8.53.3 29.6 32.9 1.3 1.5Public Financial Management

0.2 0.07 0.27 12.9I 7.1 2.1
Economic and Financial
Policy Formulation
and Management

0.3 0.1 0.1 33.3Market Competition 0.3

The National
Treasury

6.5 5t.2t2.7 1,2.7 6.5Legislation and Representa-
tion

0.3 20.01.5 1.5 0.3Legislative Oversight

t.6 0.5 2.7 23.65.8 3.1 8.9

Parliamentary
Service Com-
mission

General Administration, Plan-
ning and
Support Services

0.3 0.06 0.06 20.0lnter-Governmental Revenue
and Financial Matters

0.3
Commission
on Revenue
Allocation

50.00.6 0.2 0.8 0.3 0.1 0.4
General Administration, Plan-
ning and
Support Services

0.09 0.09 45.00.2 0.2
Human Resource manage
ment and
Development

0.09 0.05 0.06 66.7

Public Service
Commission

Governance and National
Values

0.09

50.00.4 0.4 0.2 0.2
Salaries and
Remuneration
Commission

Salaries and Remuneration
Management

3 1.1 1.1 36.7Audit Services 2.6 0.4Auditor Gen-
eral

25.00.4 0.4 0.1 0.1Controller of
Budget

Control and Management of
Public finances

o.4 0.1 0.1 25.0Promotion of Administrative
J ustice

0.4
Commission
on Administra
tive fustice

4.1, Social Protection, Culture and Recreation

'fhe sector has ten programmes which are spread across the two sub-sectors namely; the Labour Social

Security and Services, and the Sports, Culture and the Arts. In the FY 2014115, the sector was allocated

Kshs.24.05 billion to finance its programmes. This allocation comprises of Kshs.l 1 .l billion (46 per cent) for

recurrent expenditure and Kshs.13 billion (54 per cent) for development expenditure. The National Social

Safety Net programme under the Ministry of Labour Social Security and Services subsector received the

highest allocation at Kshs.l4.4 billion which is 59.7 per cent of the total allocation for the sector. General

Aclministration, Planning and Support Services programme under the Ministry of Sports, Culture and Arts

subsector 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 sector during the first six months of FY 20l4l15 was Kshs.9.3 billion achieving an

absorption rate of 39 per cent. The total recurrent expenditure was Kshs.3.8 billion while development
BLJDEiET IMPLEMENTATItrN REVIEW REPtrRT
HALF YEAR FY 2O14/2tl15



expenditure was Kshs.5.5 billion. The recurrent expenditure for the period under review translated to

absorption rate of 34.2 per cent of the annual recurrent budget while development expenditure was 42.6 pcr

cent.

Analysis of programme performance during the period under review shows that Library Serryices programmc

under the Ministry of Sports, Culture and Arts subsector spent Kshs.O.6 billion recording the highest

absorption rate at 54.5 per cent of its budget. On the other hand, Promotion of the Best Labour Practice

programme under the Ministry of Labour Social Security and Services spent Kshs.0.l billion recording the

lowest absorption rate at 24.3 per cent of its budget.

l alllc J.9: ,\rtalr sis ol'Socill l'rolcctiolr, ('rrltrrre alrrl l{ccrealion Scctor l)rogranrrrrr
( Kshs. Ilillions)

-l. l 0 \:rtiorurl St'rrrritr St'clor'

The National Security sector has 4 programmes which are implemented under two subsectors namely; Ministry

of Defence and National Intelligence Services. In the FY 2014115, the sector was allocated Kshs.90.7 billion
to finance its programmes. Defence programme received the highest allocation at Kshs.T l .3 I 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.0.45 billion.

I

I

i

Gross Appruved Esdmates Total Expendlhre
Nameof the
Sub-Sector

Programme
Rec.
Est.

Dev.
Est

Total ap-
prorcd
Est.

Rec.
Exp.

Dev.
Exp.

Total
Exp.

Prc-
gramme
Absola-
don
Rat€[%)

Sports 0.5 0.7 1..2 0.1 0.3 0.4 33.3

Culture 0.9 0.08 0.98 o.4 0.01 0.41 4t.B

The Arts 0.4 0.08 0.48 o.2 0.005 0.205 42.7

Library Services 0.6 0.5 1.1 0.3 0.3 0.6 54.5

Ministry of
Sports, Culture
and Arts

General Administra-
tion, Planning and
Support Services

0.2 0.01 0.2t 0.08 0.001 0.081 38.6

Promotion of the Best
Labour Practice

0.5 0.2 0.7 0.1 0.07 0.17 24.3

Manpower Develop-
ment, Employment
and
Productivity Manage-
mpnt

0.6 0.4 1 o.2 0.08 o.2B 28.0

Social Development
and Children Services

2.5 0.9 3.4 0.6 0.3 0.9 26.5

National Social Safety
Net

4.3 10.1 t4.4 1..6 4.5 6.1 42.4

Ministry of
Labour Social
Security and
Services

General Administra-
tion Planning and
Support Services

0.6 0.002 0.602 0.2 33.20.2

Total 11.1 13.0 24.1 3.8 5.6 9.3 38.8

Expenditure for the first half of FY 20l4ll5 was Kshs.43.7 billion translating to an absorption rate of 48.2
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per cent. Analysis of programme performance during the period under review shows that the National

Security Intelligence programme under the National Intelligence Service sub sector spent Kshs.8.7 billion

recording the highest absorption rate at 50 per cent. The General Administration, planning and support

services programme under the Ministry of Defence spent Kshs.0.4 billion which was the lowest absorption

rate at 26.7 per cent of its annual allocation.

thble 4.10: National Security Sector mm (Kshs. Billions)

48.s71.3 34.6Defence

0.00.5CivilAid

26.71.5 0.4

Ministry of Defence

General
Administration,
Planning and

Support Services

8.7 50.0National security
intelligence

t7.4National Intelligence
Service

BUDGET IMPLEMENTATION REVIEW REPORT
HALF YEAR FY 2A14/2O'15
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5.0 KEY ISSUES AND RECOMMENDATIONS

In the first half of FY 2014115, there was improvemcnt in budget implenrentation as evidenced by thc

absorption rates compared to a similar period in FY 2013114. Nonctheless, MDAs continued to facc

challenges that negatively impacted effective budget implementation. Some of thc challenges faced during

the period under review include:

5.1 Low Absorption of Recurrent and Development Budget

In the first half of FY 2014115, absorption rate of recurrent and development expenditure was 39.8 per cent

and 26.1 per cent respectively. However, considering that the financial year is midway, the absorption of
funds is expected to average 50 per cent.

The low absorption of expenditure has been attributed in part, to delay in release of funds by the National

Treasury, particularly in the first quarter of the year and the lengthy procurement process. There is need for

timely release of both recurrent and development funds and re-alignment of the releases to work plans. In

addition, Parliament should expedite passing of the Public Procurement and Asset Disposal Bill,20l4 to

streamline procurement processes.

5.2 Public Debt Position

The OCOB has identified accumulation of public debt as an issue that requires to be revicwed. The total

public debt stock grew by 5.1 per cent from Kshs.2.36 trillion in June 2014 to Kshs.2.48 trillion in Decernbe r

2014, which was 52.1 per cent of the GDP. Increasing public borrowing may result in undcsirablc fiscal

consequences such as high interest rates, inflation, and in the long run ovcrburdening of futurc gencrations.

It is therefore recommended that, the National Treasury should take steps to cnsure that public dcbt does not

reach unsustainable levels in view of the Constitutional provisiorrs allowing county governments to borrow.

5.3 Delay in Submission of Financial Reports to the OCOB

Article 228 (6) of the Constitution requires the OCOB to report on budget implementation evcry four

months. In order to facilitate timely reporting, the office requires all MDAs to submit financial reports by

l0'h of the month following end of each quarter. Howeveq l9 MDAs did not submit financial returns in

time in the half yearperiod, which affected the timely production of this report.

It is recommended that all MDAs should submit financial reports by l0'r' of the month following end of
each quarter.

5.4 Lack of Guidelines on Refund of Unspent Funds at the end of the Financial Year

During the reporting period, OCOB observed that MDAs did not refund unspenl balanccs from the FY

2013114 contrary to Section 45 of the PFMA, 2012. Frorn the returns submitted by MDAs, actual expenditurc

chequer issues by Kshs.52.4 billion which is partly attributed to spenCing funds frorn the previous
BUDEET IMPLEMENTATION REVIEW REPtrRT

HALF YEAR FY ZO14/2O15
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financial year,

The Public SectorAccounting Standards Board (PASB) should develop guidelines to guide on the refund of
unspent balances as envisaged in Section 45(2) of the PFM Act.

5,5 Failure to ReportA-I-A

In the reporting period, the total expenditure of Khs.733.l billion exceeded exchequer issues by Kshs.52.4

billion. This is partly attributed to underreporting ofA-l-A by some MDAs.

The National Treasury should put in place appropriate measures to ensure that A-I-A is properly accounted

for and reported.

5.6 Special Audit of the Public Debt Account

During the reporting period, it was noted that expenditure on public debt exceeded exchequer issues by

Kshs. 18.94 billion. This issue has been raised in previous reports.

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

of the differences.

BUDEiET IMPLEMENTATION REVIEW REPtrRT
HALF YEAR FY 2O14/2O15
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/oc/c
/t,

! -ONCLUSION
The FY 2014115 Budget is being implemented at a time when the economy has recorded the lowest rate

of inflation for the last l7 months. The main driver for this decline in inflation is reduction in the cost of

electricity and petroleum products. However, security concerns have adversely affected some sectors of the

economy such as the tourism sector, the agriculture sectol and the transport sector which may negatively

affect tax collection and precipitate additional borrowing.

Overall spending was 39 per cent of the annual budget estimates against a target of 50 per cent. This implies

that implementation of programmes is behind schedule and national policy objectives may not be met. There

is therefore, need for increased effort in all sectors to accelerate implementation of budgeted activities.

The report also highlights challenges facing budget implementation, which should be addressed in order to

improve absorption of funds. Failure by MDAs to submit data in time and disclose A-l-A has continued to

be experienced. These challenges affect timely and completeness in reporting on budget performance. It is

our hope that the challenges highlighted in this report will be addressed in order to improve implementation

of budgeted activities.

The OCOB hopes that this report will contribute towards provision of information on budget implementation

that will inform policy decisions and ultimately improve budget performance.

BUDEET IMPLEMENTATItrN REVIEW REPtrRT
HALF YEAR FY ZBI4/2rJ15
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