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FOREWORD

It 1s with great pleasure that the Office of the Controller of Budget (OCOB) presents the half year
Budget Implementation Review Report (BIRR) for the period July to December 2015. This 1s the
second report in the series of budget implementation review reports for the 2015/16 financial year.
The report is prepared in line with Article 228 (6) of the Constitution of Kenya 2010 which requires
the Controller of Budget to submit to each House of Parliament a report on the implementation of the

budgets of the national and county governments every four months.

This report has been prepared at a time when the Government i1s embracing technology in the
procurement of goods and services through the Integrated Financial Management System (IFMIS)
E-Procurement Module. The office commends the effortsto operationalize the E-Procurement module,
which will go a long way in improving efficiency, accountability, and timeliness in procurement of

goods and services.

This report provides information on implementation of the budget of the national government for
the period July to December 2015. It reviews performance on revenue collection, exchequer issues
released and expenditure by Ministries, Departments and Agencies (MDAs). It also provides an
overview of the macroeconomic environment under which the budget was executed, and highlights

the challenges that affected execution of planned activities by MDAs during the reporting period.

The report presents the progress made in the implementation of government programmes geared
towards enhancing economic transformation for a shared prosperity in Kenya as espoused in the
Budget Policy Statement (BPS) 2015. Successful implementation of programs identified in the BPS
1s expected to raise efficiency and productivity in the economy, and in turn, accelerate and sustain

inclusive growth, create opportunities for productive jobs, and secure the livelihood of all Kenyans.

OCOB is committed to ensuring that the public and key stakeholders have access to information on
budget implementation in order to promote budget openness, transparency and accountability in the
use of public funds. The public is therefore urged to use the information contained in this report to

interrogate the progress of implementation of the national government programmes.

The preparation of this report was a collaborative effort. Therefore, the Office of the Controller of
Budget appreciates the role played by MDAs in providing financial information that has been used
to prepare this report and also commends the Directorate of Budget Implementation at the OCOB for
the dedication and commitment exhibited in the production of this report.

Mrs. Agnes Odhiambo
Controller of Budget
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EXECUTIVE SUMMARY

This is the half year Budget Implementation Review Report (BIRR) by the Office of the Controller
of Budget (OCOB) for the FY 2015/16, which covers the period July to December 2015. The
report has been prepared in fulfilment of Article 228 of the Constitution of Kenya, 2010 which
requires the Controller of Budget to oversee and report on the implementation of the budgets of
both the National and County Governments and to submit to each House of Parliament a report

every four months.

This report provides an analysis of government revenue and expenditure, tracks programme
implementation and also identifies the challenges faced in budget implementation during the
reporting period. Some of the challenges identified in the first quarter of FY 2015/16 continued
to affect budget implementation in the second quarter. They included; low revenue receipts and

delay in release of funds by the National Treasury.

Economic growth remained robust during the reporting period. According to the Kenya National
Bureau of Statistics (KNBS), Kenya’s economy expanded by 4.9 per cent, 5.5 per cent and 5.8
per cent in the first, second and third quarters of 2015, respectively compared to the 6.9 per
cent projected in the 2015 Budget Policy Statement (BPS) and 7.0 per cent over the medium
term. This positive trend in economic growth was mainly supported by expansion in agriculture,
construction, financial and insurance, wholesale and retail trade, and transport and storage. The
overall 12- month inflation rate for the period ending December 2015 was 6.6 per cent, which
1s a slight increase from 6.02 per cent recorded in December 2014. It was however, within the
projected average inflation rate of 5 per cent with a lower band of 2.5 per cent and an upper band

of 7.5 per cent.

In the period under review, the Kenya Shilling depreciated against the major world currencies
namely; the US Dollar, the Euro and the Sterling Pound. The shilling weakened against the
US Dollar from Kshs.97.90 in July, 2015 to Kshs.105.27 in September 2015 and appreciated
to Kshs.102.2 by December 2015. It traded at Kshs.157.59 against the Sterling Pound but
was relatively stable against the Euro except in the month of September 2015 when it traded
at Kshs.118.23. The Central Bank of Kenya (CBK) attributed the depreciation of the Kenyan
shilling against the major world currencies to strengthening of the US Dollar against most world
currencies and devaluation of the Chinese Yuan, among other factors.

Total cumulative revenue by the National Government in the first half of FY 2015/16 amounted
to Kshs.817.7 billion which was 45.1 per cent of the printed estimates, a decline of 1.77 per
cent compared to Kshs.832.2 billion received in the first half of FY 2014/15. Exchequer issues

in the period under review amounts to Kshs.771.30 billion representing 42.6 per cent of the net
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estimates, an increase in absolute terms from Kshs.680.5 billion (42.8 per cent) released in the
same period of FY 2014/15. The exchequer issues comprised of recurrent exchequer issues at
Kshs.561.87 billion (Kshs.331.53 billion to MDAs and Kshs.230.34 billion to CFS), development
exchequer issues of Kshs.110.24 billion, and Kshs.99.19 billion to the County Governments
Revenue Fund Accounts (CRF, a marginal increase from Kshs.83.6 billion released in the same

period of FY 2014/15.

The total expenditure by the MDA for the period under review amounted to Kshs. 684.5 billion,
representing 30.6 per cent of the approved estimates of Ksh.2,234 billion. In absolute amounts,
this represents a slight improvement compared to the total expenditure of Kshs.629.1 billion
but a decline when compared to 34.1 per cent of the approved national budget of Kshs.1,840.1
billion in the first half of FY 2014/15. Total National Government development expenditure was
Kshs.166.2 billion representing an absorption rate of 23.0 per cent a decline compared to 26.1 per
cent recorded in the same period last financial year (Kshs.129.2 billion). Recurrent expenditure
was Kshs.518.3 billion comprising of Kshs.230.2 billion (44.4 per cent) and Kshs.288.1 billion
(55.6 per cent) for Consolidated Fund Services (CFS) and recurrent expenditure by MDAs,

respectively.

Some of the key challenges that affected budget implementation in the period under review were:
low outturn of donor funding and delay in release of development funds by the National Treasury
to the MDAs. While the Office acknowledges the efforts made by the National Treasury to
improve efficiency and accountability through use of IFMIS in processing financial transactions,
there is need to ensure IFMIS is always operational. Training of MDA staff and government

suppliers in use of the E-Procurement module is necessary to enhance budget implementation.
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KEY HIGHLIGHTS

ANNUAL BUDGET TREND FOR THE PERIOD FY 2011/12 TO FY 2015/16
21125 2’2;(4'03
0'0*---‘---
R 15179 1,611.6" 'oo
é w - ’1:;?0'8""---* 1173.60 1257
r o314 " 938.0 AT STTTITTIIRLE o
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3826 471 W RS |
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9.8 o—-—".?:--------':.--------"'
A...._,_“_,.-‘,'.4._.--.-“-‘”-"- i - e
FY 2011/12 FY 2012/13 FY 2013/14 FY 2014/15 FY 2015/16
+ 4 Recurrent  «+w««Development = « = Counties e o = Total

FY 2015/16 HALF YEAR EXCHEQUER RECEIPTS

July 2015/16 Opening Balance. Kshs. 0.2 Bn

Unspent Balances:
Kshs. 0.4 Bn
Grant-Foreign Governments and International Organisations
Kshs. 2.8 Bn
Loans-Foreign Governments and International Organisations: Actual Revenue Receipts
. Kshs.11.2 Bn by National Treasury
Kshs.817.7 Bn
. Total Non-Tax Income Kshs. 16.9 Bn .
45.1% of Pt;,hted
Commercial Loan: Estimates
- Kshs. 74.3Bn :

Net Domestic

P Borroving: Ksks
181.4Bn

Total Tax Income;

iiii 528.1Bn

NATIONAL GOVERNMENT BUDGET IMPLEMENTATION REVIEW REPORT
HALF YEAR, FY 2015/16



OFFICE OF THE CONTROLLER OF BUDGET

FY 2015/16 HALF YEAR DONOR DISBURSEMENTS

. Grants Revenue Donor Releases
Kshs. 3.2 Bn (3.8%)

Kshs. 85.0 Bn

. Grants A.lL.A
Kshs. 3.5Bn (4.1%) 24.3 % of Printed
Loans A.l.A.

Estimates
- Loans Revenue
Kshs. 8.9 Bn (10.5%)
Kshs. 69.4 Bn (81.6%)

FY 2015/16 EXCHEQUER ISSUES

Total Exchequer
CFS Issues Kshs. 672.1
Kshs.230.3 Bn Bn 43.4 % of Net
(34.3%) Estimates

Development
Kshs.110.3 Bn
(16.4%)

Recurrent
Kshs.331.5 Bn
(49.3%)
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FY 2015/16 HALF YEAR TOTAL EXPENDITURE

Development
Kshs. 166.2 Bn Total Expenditure
(24.3%) Kshs. 684.5

35.2% of Gross

CFS
Kshs. 230.2 Bn
(33.6%)

Recurrent
Kshs. 288.1 Bn
(42.1%)

TOP SPENDING MDAs - DEVELOPMENT EXPENDITURE

Kshs. 52.82 bn

State Department for Transport

State Department for Planning Kshs. 25.09 bn

State Department for Infrastructure Kshs. 19.49 bn

State Department for Agriculture [ Kshs. 9.02bn

Ministry of Land, Housing, and Urban
Development _ Kshs. 8.69 bn

The National Treasury _ Kshs. 8.12bn

Ministry of Energy and Petroleum [ Kshs. 7.52 bn

Ministry of Labour Social Security and Services [l Kshs. 5.33bn

State Department for Water & Regional 1
Authorities - Kshs. 5.28 bn

Ministry of Health F Kshs. 4.97 bn
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TOP 10 SPENDING MDAs - RECURRENT EXPENDITURE

: Kshs. 88.33 bn
Teachers Service Commission | —

Ministry of Defence _ Kshs. 42.05 bn
State Department for Interior Em— " Kshs. 23.66 bn
State Department for Higher Education, Science and... _ Kshs. 20.30 bn
State Department for Education s Kshs. 17.38 bn
The National Treasury .‘_ Kshs. 14.18 bn
Ministry of Health mmmm Kshs. 10.01 bn

National Intelligence Service —mmm® Kshs. 9.42 bn

State Department for Planning mmms  Kshs. 9.40 bn
State Department for Coordination of National... = Kshs.5.52bn

PUBLIC DEBT PAYMENT/SERVICING
Domestic: Redemption-Kshs.138.07 Billion

Interest-Kshs.33.52 Billion

Foreign: Principal-Kshs.16.4 Billion

Interest -Kshs.18.74 Billion
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1 INTRODUCTION

The Office of the Controller of Budget is established under Articles 228 of the Constitution of
Kenya, 2010 with the core mandate to oversee and report on the implementation of budgets of
the national and county governments. Specifically, the Controller of Budget is required to submit
to Parliament and publicize quarterly reports on budget implementation by both national and

county governments.

The report provides information on revenue and public expenditure by Government Ministries,
Departments and Agencies (MDAs). It also analyses implementation of planned programmes by
the national government and identifies the key challenges faced in budget implementation and

provides recommendations on how to improve on budget execution by the national government.

This report is based on analysis of revenue and expenditure data submitted to the Office of
the Controller of Budget by the MDAs and expenditure reports generated from the Integrated
Financial Information System (IFMIS) for the period under review. The report aims at providing
information to Parliament, members of the public, and other key stakeholders. It will also assist
in interrogation of information and key issues on budget implementation and the assessment of
progress made towards fulfilment of the Principles of Public Finance as prescribed in Chapter 12

of the Constitution of Kenya, 2010.

In order to gain better understanding of the progress made in budget implementation, budget
performance during the reporting period is compared to that of a similar period in the previous
financial year. The trend can inform policy makers, researchers and the general public to make
informed decisions. In this report, gross estimate is the overall budgetary allocation in the
financial year, while, net estimate is the gross estimate less Appropriation-In-Aids (A-I-A). The
percentage of exchequer issues to the net estimates 1s used to show the level at which the National
Treasury releases funds to the MDAs. Absorption rate is used to express the relationship between

expenditure and gross estimates and is used to measure effectiveness in budget implementation.

This report is structured into eight chapters. Chapter two presents an overview of the macro-
economic environment that prevailed during budget implementation in the second quarter of FY
2015/16. The chapter mainly focuses on key macroeconomic indicators that include economic
growth, Gross Domestic Product (GDP), inflation rate, Interest rate and exchange rate that usually
affect fiscal policy and budget implementation. Chapter three provides analysis of revenue

perfarmance, exchequer issues to MDAs, CFS and donor releases to MDAs for the period under
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review. Chapter 4 offers an analysis of overall national government expenditure performance and
compares actual expenditure by MDAs against the gross estimates for recurrent and development
expenditure as well as the Consolidated Fund Services (CFS). Chapter 5 presents expenditure

performance by sector.

Chapter six presents performance of the sectors by programme for both development and recurrent
and their implementation status. Chapter seven identifies the pertinent issues faced in the process
of implementing the budget during the reporting period and makes recommendations on how to

improve budget implementation. Chapter eight provides the conclusion to this report.
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2 MACRO-ECONOMIC HIGHLIGHTS

2.1 Introduction

The FY 2015/16 Budget was formulated under the second Medium Term Plan (MTP) for the
period 2013 to 2017 whose theme is Transforming Kenya: Pathway to Devolution, Socio-
Economic Development, Equity and National Unity. The budget reflected the Government’s
policy priority of attaining sustained economic growth in order to create employment and improve
the living standards of Kenyans through delivery of better services. Sustained economic growth
is to be achieved through continuous investment in infrastructure, access to affordable energy,
improvement of the security and business environment, healthcare and educational system,

reduction on rain fed agriculture dependence, and facilitating devolution.

2.2 Economic Growth

According to the 2015 Budget Policy Statement (BPS), the economy was expected to expand
by between 6.5 — 7.0 per cent in 2015. This expansion was to be supported by higher public
and private investment, increased consumer confidence, lower oil prices, and higher total factor
productivity. The quarterly GDP growth rates for the period between 2011 and 2015 are presented
in figure 2.1.

Figure 2.1: Quarterly GDP Growth Rates for the period 2011-2015
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In the third quarter of 2015, the Kenya National Bureau of Statistics (KNBS) estimated the Gross
Domestic Product (GDP) to have expanded by 5.8 per cent which is marginal growth compared
to 5.2 per cent recorded during a similar period of 2014. The growth was mainly supported
by strong expansions in agriculture, construction, financial and insurance. wholesale and retail

trade, and transport and storage.

2.3 Inflation

In the FY 2015/16, the Government projected an average inflation rate of 5 per cent, with a lower
band of 2.5 per cent and an upper band of 7.5 per cent. Figure 2.2 shows monthly inflation rate
for the period October 2014 to December 2015.

Figure 2.2:  Monthly Inflation Rates movement for the Period October 2014 - December 2015
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The overall 12- month inflation for the period ending December 2015 was 6.6 per cent which is a
slight increase from 6.02 per cent recorded in December 2014. This low inflation rate during the
reporting period was attributed to favourable weather conditions in the first quarter of FY 2015/16
which resulted in a decrease in food item prices. In the months of November and December 20 15,
the cost of petrol and diesel went down following the fall of global ooil prices but the easing of

pressure was outweighed by an increase of excise duties of some commodities, rents and bus fare.
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2.4 Exchange Rate

In the first half of FY 2015/16, the Kenya Shilling depreciated against the major world currencies
namely; the US Dollar, the Euro and the Sterling Pound. The Central Bank of Kenya (CBK)
has attributed the depreciation of the Kenya shilling against the major world currencies to
strengthening of the US Dollar against most world currencies and devaluation of the Chinese
Yuan, among other factors. Figure 2.3 shows the movement of the value of the Kenya Shilling
against the U.S dollar, the Sterling Pound and the Euro for the period October 2014 to December
2015.

Figure 2.3: Kenya Shilling Exchange Rate movement for the period October 2014 -

December 2015
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The Kenya shilling weakened against the US Dollar from Kshs.97.90 in July, 2015 to Kshs.105.27
in September 2015 and appreciated to Kshs.102.2 against the US Dollar by December 2015. This
is a decline compared to Kshs.87.80 in July 2014 and Kshs.90.60 in December 2015.

2.5 Interest Rates

This section compares movement on interest rate on the 91-day Treasury bill, interbank rate
and the Central Bank Rate (CBR) which are the main determinant of the cost of money in the
market. The Monthly movement in interest rates for the period October 2014 - December 2015

is presented in figure 2.4.
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Figure 2.4: Monthly movement in interest rates for the period October 2014 - December 2015
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In the first half of the FY 2015/16, CBR remained constant while interbank rate and the 91-Day
Treasury Bills recorded mixed performance. In order to tighten the liquidity in the money market,
CBR  was increased to 11.5 per cent from 8.5 per cent mark recorded in the same period in FY
2014/15. On Average, the interbank rate recorded the highest rate in September at 20.5 per cent
and the lowest at 5.3 per cent in December 2015. The 91-day Treasury bill rate recorded the
highest mark at 21.4 per cent in October and lowest at 10.0 per cent in December 2015.
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3 ANALYSIS OF REVENUE PERFORMANCE AND
DONOR RELEASES

3.1 Introduction

This chapter presents the overview of revenue performance and donor releases for the first half

of FY 2015/16.

3.2 Analysis of Revenue Estimates
The overall Government Budget Estimates for the FY 2015/16 was Kshs.2.23 trillion. The
National Treasury projected to finance the budget through revenue, grants, and loans from both

domestic and foreign market.

The National Treasury estimated to raise Kshs.1,812 billion to finance the budget from the
following revenue categories; Tax income (Kshs.1,215.3 billion), Non-tax income (Kshs.39.6
billion), Net Domestic borrowing (Kshs.397.4 billion), Commercial Loan (Kshs.71.8 billion),
Loans from Foreign Governments and International Organisations (Kshs.37.9 billion) and
Social Safety Net Loan (Kshs.8.2 billion). Other sources of national exchequer revenue include
Grants from Foreign Governments and International Organisations (Kshs.15.2 billion), Grants
from AMISOM (Kshs.6.4 billion), export credit (Kshs.11.5 billion) and Domestic Lending
(Kshs.2.2 billion) and Kshs.6.3 billion which comprise of Kshs.5.0 billion, Kshs.0.8 billion and
Kshs.0.5 billion from National Bank of Kenya rights issue, grants from DANIDA and debt swap

respectively.

3.2.1 Revenue Receipts by the National Treasury

During the first half of FY 2015/16, actual revenue receipts by the National Treasury amounted
to Kshs.817.7 billion which was 45.1 per cent of the printed estimates representing a 1.7 per cent
decline compared to the Kshs.832.2 billion received in the first half of FY 2014/15. Table 3.1

shows how the various revenue categories perfoimed over the six months period.
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Table 3.1: Statement of Actual Revenue received by National Treasury for the period July — *

December 2015 in Kshs. billions

FY | Actual 7 Performance | Contribufion - Actual 7 Growth
2015/1: 3 i(ec;ilzts = Againslt :z ;Jategbry | gccl;-ipts ; nger

- Printe by - Annua o | by Dec |
Source of Funds  Estimates 2015 Target (%) | 2014 | 2014/15

| | { ! !

. | ! I !
July 2014 and 2015 Opening Balance - 02 - 0.02 140.6 -99.9% |
Total Tax Income 12153 528.1 43.5 64.6 476.5 10.8%
Total Non-Tax Income 39.6 16.9 427 2.1 16.1 5.0%
Net Domestic Borrowing 3974 181.4 45.6 222 107.9 68.1%
Loans-Foreign Governments and International 379 112 294 1 4 137 -18.2%
Organisations
Social Safety Net-I.oan 8.2 - - - - -
Domestic Lending and On-Lending 22 - - - - -
Grant-Foreign Governments and International 152 28 184 03 24.6 88.6%
Organisations
Grants-DANIDA 0.8 0.1 12.5 0.01 - 100%
Grants-Debt Swap 0.5 - - - - -
Grants from AMISOM 6.4 23 358 0.3 - 100%
NBK Rights Issue 5.0 - - - - =
Commercial Loan 71.8 743 103.5 9.1 73.8 0.7%
Commercial Loan ( Exchange Gain) - - - - 1.2 -100%
Export Credit 11.5 - - - - -
Unspent Balances - 04 - 0.04 - 100%
Total 1,811.9 817.7 45.1 100 832.2 -1.7%

Source: National Treasury 201516

A review of performance by the various revenue categories shows that the Tax Income category
remained the leading category with a performance of Kshs.528.1 billion which was 64.6 per cent
of the total revenue collection. Net domestic Borrowing raised Kshs.181.4 billion, which was

22.2 per cent of the total revenue received.

3.2.2/ Revenue Collection by the Kenya Revenue Authority (KRA)

The Kenya Revenue Authority (KRA) targeted to collect Kshs.621.8 billion during the first half
of FY 2015/16 out of which, Kshs.598.6 billion was exchequer revenue. Actual revenue collected
during this period was Kshs.569.12 billion or a performance of 91.5 per cent of the targeted
revenue for the period, a 9.8 per cent growth over FY 2014/15 performance. Table 3.2 provides a

summary of cumulative performance by KRA over the period July to December 2015.
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Table 3.2: KRA Revenue Performance for July — December 2015 (Kshs. Millions)

Target [ Actual Performance Actual Revenue
Revenue Revenue Rate Revenue Growth
Department 2015/16 Variance 2014/15 Over
Half Year | Half Year Half Year
Custom & Border Control 212,609 198,428 (14.181) 93.3% 178,388 11.2%
Domestic Taxes 406,712 368,625 (38,088) 90.6% 338,028 9.1%
Large Taxpayers Office 280,324 255,718 (24,6006) 91.2% 240,090 6.5%
1 Medium Taxpayers Office 35,127 26,813 (8,314) 76.3% 29,004 -7.6%
|
‘ Domniestic Taxes Regions 91,262 86,094 (3,168) 94.3% 68,934 24.9%
Transport Revenue 2472 2.065 (407) 83.5% 2,048 0.8%
Total 621,794 *569,118 (52,675) 91.5% 518,464 9.8%

Source: Kenva Revenue Authority, IY 2015 16 Revenue Report

*I'rom the total revenue for the period, Kshs. 538,027 million was exchequer revenue representing
a performance rate of 86.5 per cent of the half year target. Revenue performance registered a
deficit of Kshs.60,542 million, but a growth of 8.6 per cent over I'Y 2014/ 15.

Analysis of the revenue by category shows that the Domestic taxes category is the biggest
contributor of revenue at Kshs.368.6 billion, or 64.8 per cent of the total revenue collected.
Notably, KRA recorded growth in most revenue categories in FY 2015/16 compared to a similar

period in FY 2014/15 except for the Medium Taxpayers’ Office category.

According to KRA, some of the factors that affected revenue collection unfavourably included:
(i) Value Added Tax (VAT) foregone on donor funded projects, (ii) slowdown in Pay As You Earn
(PAYE), which has been attributed to modest government sector performance in line with the
wage restraint currently in force, and (iii) weak performance in some sectors due to restructuring
and decline in contribution by a large number of private firms due to deteriorating economic

environment.

Withholding tax has also been adversely affected by delay in government disbursement for
development projects and a decline in economic activities, which impacted negatively on income

tax.

3.3 Exchequer Issues to the MDAs and County Governments

The total budget for the FY 2015/16 amounts to Kshs.2.234 trillion, comprising of Kshs.784.2
billion for recurrent expenditure, Kshs.721.3 bil'ion for development expenditure, Kshs.441.5
billion for CFS, and Kshs.287.0 billion towards County Governments. The summary of Exchequer
issues and annual estimates for the period July to December 2015 is presented in Tat!es 3.3 and
3.4.
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Table 3.3: Summary of Exchequer issues by classification as at December 31, 2015
IR R gl Pl
Recurrent (MDASs) 717.02 331.53 46.2 43.0
Development (MDAs) 389.08 110.24 284 14.3
CFS 441.54 230.34 522 29.9
County Governments 264.22 99.19 37.5 12.9
Total 1,811.86 771.30 42.6 100

Source: National Treasury & OCOB

In the first half of FY 2015/16, total exchequer issues to MDAs amounted to Kshs 441.77
billion  which represent 39.9 per cent of the total MDAs’ net estimates for the FY 2015/16.
The comparable exchequer issues released in the same period of the previous financial year was
Kshs.389.5 billion (41.1 per cent of the annual net estimates of FY 2014/15).

Table 3.4: Annual Net Estimates and Exchequer Issues, for the Period July to December 2015

in Kshs. Billion.

Half Year , FY 2015/16 Half Year, FY 2014/15
Sector Gross Exch. % of Exch. Gross ¥ Exch. % of Exch.
Est. NetEa, Issues To N. Est. Est. Yk st Issues To N. Est.
Agriculture, Rural & - 5
’ 0.2 534 238 4.6
Urban Development 79.7 66.6 21.5 324 60 5 14 (
Education 336.3 3132 129.3 413 308.4 282.8 122.4 433
Energy, Infrastructure
and Information 404.7 109.6 50.1 45.7 256.9 102.3 39.4 385
Communications
Technology (EI & ICT)
Environmental Protection,
Water and Natural 63 34.9 8.4 24.0 50.8 35.2 33 37.9
Resources
General Economic &
Commercial Affairs 213 20.8 6.7 322 16.2 15.6 5.0 32.1.9
(GECA)
Govemance, Justice, Law o o . _
30.5 202 58 6 5
and Order (GJLOS) 154 152.9 672 439 13( 129.2 ( 15.4
Health 592 442 19.8 449 17.4 36.1 12.5 34.7
Public Administrationand | 5434 559 802 364 1969 | 1773 658 37.1
International Relations
ROCILLIpIechon, CRline 315 312 72 230 241 23.7 88 371
and Recreation
National Security 112.5 112.5 514 45.7 90.7 90.7 39.9 13.9
Sub -Total for MDAs 1,505.50 1,106.10 441.9 39.9 | 1,182.10 946.4 389.5 41.1
Subisilusali Couolidstes 4415 415 2303 522 4156 4156 | 2074 49.9
Fund Services
County Governments 287 264.2 99.2 375 2424 228.5 83.6 36.5
Grand Total 2,234.00 1,811.80 771.4 42.6 1,840.10 1,590.50 680.5 42.8

Source: National Treasury & OCOB
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Exchequer issues released for Consolidated Fund Services amounted to Kshs.230.3 billion;
representing 52.2 per cent of the annual net estimates and an increase from 49.9 per cent
(Kshs.229.3 billion) recorded in the same period of FY 2014/15. Exchequer issues to the County
Governments Revenue Fund accounts (CRF) amounted to Kshs.99.2 billion, representing a
marginal increase of 1 per cent from Kshs.83.6 billion released in the same period of FY 2014/15.

Analysis of Exchequer issues by sector indicates that Energy, Infrastructure and Information
Communications Technology sector and the National Security sector, both received the highest
percentage of exchequer issues to annual net estimates at 45.7 per cent, while the Social Protection,
Culture and Recreation sector received the least percentage of exchequer issues to annual net

estimates at 23 per cent.

3.3.1 Recurrent Exchequer Issues by Sector

The total exchequer issues for recurrent activities amounted to Kshs.331.5 billion (46.2 per cent
of the annual net recurrent estimates), an increase compared to the exchequer issues released in
the same period in FY 2014/15, (Kshs.285.6 billion equivalent to 45.6 per cent of the annual net
recurrent estimates). Recurrent exchequer issues to the ten sectors are shown in table 3.5.

Table 3.5: Sectoral Recurrent Estimates and Exchequer issues, July to December 2015

(Kshs. Billions)

Half Year, FY 2015/16 Half Year, FY 2014/15
% of
Sector % of o G :
Gross Net Est. Exch. g (.~|m\ Net Est. Exch. F'“I.]'
Est. Issues Est. Issues to N.
N. Et. :
Est.
Agriculture, Rural & Urban 167 162 63 38.9 16.0 o 7 133
Development
Education 299.6 280.6 128.8 459 273.4 2524 116.1 16.0
Energy, Infrastructure and Information
Communications Technology (EI & 40.8 7.9 35 443 35.6 6.5 312 19.2
ICT)
Environmental Protection, Water and i . - A -
) (= — 17.8 9.4 4.7 499 14 ) 16 }7
General Economic and Commercial =
. } O 3.0 3 5
Affairs (GECA) 7.1 7 35 49.0 6. 0 }5.0
Govemance, Justice, Law and Order 2y
2 § 33 <7 . 9.2 8 57 8
(GILOS) 133.5 132.7 6 495 119 118.4 0 18.1
Health 28.5 245 13.8 56.3 26.1 22.2 9.5 12.8
Public Administration and : &
International Relations 115.5 114.1 48.3 424 )4.2 )2.8 1.4 14.6
Sacial Protection, Culture and 12.3 12.1 56 46.0 11 10.9 12 18,4
Recreation
National Security 112.5 112.5 514 457 90.7 90.7 30.9 13.9
Totz] 784.2 717.0 3315 46.2 687.5 625.5 285.6 45.6

Source: National Treasury & OCOB
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From Table 3.5, the Health sector received the highest percentage of recurrent exchequer issues
to net recurrent estimates at 56.3 per cent. Nonetheless, this was a decline from 43.0 per cent of

the recurrent exchequer issues to net recurrent estimates issued in the first half of FY 2014/15.

The Agriculture, Rural & Urban Development sector received the lowest recurrent exchequer
issues to net recurrent estimates at 38.9 per cent, which was a decrease from 433 per cent of the

recurrent exchequer issues to net recurrent estimates recorded in the same period of FY 2014/15.

3.3.2 Development Exchequer Issues by Sector

The total exchequer issues released to the MDA for development expenditure in the first half
of FY 2015/16 amounted to Kshs.110.3 billion (24.8 per cent of the annual net development
estimates) compared to Kshs.103.9 billion released in the same period of FY 2014/15 (32.4
per cent of the annual net development estimates for FY 2014/15). The Sectoral Development

Estimates and Exchequer Issues for July to December 2015 are presented in Table 3.6.

Table 3.6: Sectoral Development Estimates and Exchequer Issues for July to December

2015 in Kshs. Billions

Half Year, FY 2015/16 Half Year, FY 2014/15
0, [

Sctor Gross Exch. velof Gross Net Exch. 7008

Est. Net Est. ARG Exch. to Est Est s Exch. to

N. Est. e g ik N. Est.

argriculbure, Rural & Uhan 63.0 50.4 15.2 30.3 443 | 380 17.1 451
Development
Education 36.7 326 0.5 1.7 35.0 30.4 6.3 20.7
Energy, Infrastructure and Information
Communications Technology (EI & 363.8 101.7 40.6 458 2213 95.8 36.2 378
ICT)
Environmental Protection, Water and 457 255 37 144 361 255 37 342
Natural Resources
General Economic and Commercial ) .
Affairs (GECA) 142 13.8 32 233 9.6 9.0 20 223
The Governance, Justice, Law and .
Order (GILOS) 20.6 20.2 1.4 7.0 117 11.1 1.6 143
Health 30.7 19.6 6.1 31.0 213 13.9 3.0 215
Public Administration and Intemnational 1279 106.1 319 301 1027 845 244 289
Relations
Social Protection, Culture and 19.2 19.1 16 84 130 127 46 36.5
Recreation
Total 721.3 389.1 110.3 28.4 494.9 3209 103.9 32.4

Source: National Treasury & OCOB
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The Energy, Infrastructure and Information Communications Technology sector received the
highest development exchequer issues to net development estimates at 45.8 per cent, an increase
from 37.8 per cent recorded in a similar period of FY 2014/15. The Education sector received the
lowest percentage of development exchequer releases to its annual net development estimates at

1.7 per cent which is a decline from 14.3 per cent recorded in a similar period of FY 2014/15.

3.4 Donor Releases

In the FY 2015/16, the Government targeted to mobilize external resources amounting to
Kshs.349.32 billion from the development partners to finance development projects and
programmes. These resources comprised of Loans A-I-A amounting to Kshs.245.79 billion;
Grants A-I-A amounting to Kshs.50.42 billion; Loans Revenue amounting to Kshs.37.91 billion
and Grants Revenue amounting to Kshs.15.20 billion. Table 3.7 shows a summary of grants and

loans disbursement for the first half of FY 2015/16.

Table 3.7: Summary of Grants and Loans Disbursement for the first half of FY 2015/16
in Kshs. billion

Cumulative % Disbursed " Cumulative % Disbursed

Grp Disbursement for against s Disbursement against

Fandipg Type E;::T?/?::lfy Half Year, FY Gross E;t‘l'rln;;;:IZY for Half Year, FY Printed

A 2015/16 Estimates : 2014/15 Estimates

Loans Revenue 37.9 8.9 23.5 36.2 13.6 37.4
Grants Revenue 152 32 21.1 10.0 31 30.5
Loans AL A 2458 694 28.2 100.2 25.6 25.5
Grants A LA 504 35 7.0 414 4.8 11.7
Total 349.3 85.0 24.3 187.8 47.1 25.1

Source: The National Treasury

In the first half of FY 2015/16, the total amount received from the development partners was
Kshs.85.0 billion representing 24.3 per cent of the gross estimates and a marginal decline
compared to 25.1 per cent of the gross estimates recorded in a similar period of FY 2014/15.
The Loans A-I-A category received the highest amount at 28.2 per cent to the gross estimates
an increase compared to 25.5 per cent recorded in a similar period of FY 2014/15. Grants A-I-A
funding had the lowest disbursement at 7.0 per cent of the gross estimates, which was a decline

compared to 11.7 per cent recorded in a similar period of FY 2014/15
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The National Treasury had the highest amount of grants A.L.A at 14.5 per cent, or Kshs.2.09
billion against the annual printed estimates of Kshs.14.48 billion. The other MDA that received
Grants A~I~A included; Ministry of Transport and Infrastructure, the Ministry of Environment,
Water and Natural Resources, Ministry of Agriculture, Livestock and Fisheries, Ministry of

Devolution and Planning at 11.9 per cent, 2.3 per cent, 1.5 per cent and 1.4 per cent respectively.

The projects funded through Grants A~I~A included:- Community Development Environment
Management Programme under the Ministry of Devolution and Planning, HIV/AIDS Round 7
through the Global Fund under The National Treasury, Northern Corridor Rehabilitation under
the Ministry of Transport and Infrastructure, Lake Victoria Water Supply & Sanitation Phase
I1 under the Ministry of Environment, Water and Natural Resources and the Sugar Reforms

Support Project under the Ministry of Agriculture, Livestock and Fisheries.

Analysis of Loans A-I-A for the reporting period shows that, the Ministry of Transport and
Infrastructure had the highest expenditure at Kshs.59.4 billion, which was 37.9 per cent of the
printed gross estimates of Kshs.156.7 billion. Other MDAs that reported expenditure under
Loans A~I~A included:- Ministry of Devolution and Planning, Ministry of Land, Housing and
Urban Development, The Ministry of Information and Communications Technology, and the
National Treasury at 34.3 per cent, 16.7 per cent, 15.2 per cent and 14.8 per cent of the annual
gross estimates respectively. The Ministry of Education, Science and Technology, The Ministry
of Health, and The Ministry of Agriculture, Livestock and Fisheries received the lowest amount

at 4.2 per cent, 3.2 per cent and 0.9 per cent respectively.

The projects funded through Loans A~I~A included:- The Kenya Health Sector Support Project
(Kshs.43.2 million) under The Ministry of Health, the Standard Gauge Railway Line (Kshs.50.0
billion) and The Nairobi Southern Bypass Project (Kshs.1.5 billion) under Ministry of Transport
and Infrastructure, and The Kenya Informal Settlement Improvement Project (Kshs. 286.9
million) under The Ministry of Land, Housing and Urban Development.

Analysis of the Loans A~I~A expenditure indicates that some project expenditure under the
Ministry of Energy and Petroleum exceeded the printed estimates. These include: Eastern
Electricity Highway Project (Kenya - Ethiopia) interconnector at 161.7 per cent of the printed
estimate (Kshs.1.4 billion against a budget of Kshs.892 million), Interconnection of Electric
Grids of Nile Equatorial lakes at 226.8 per cent of the printed estimates (Kshs. 1.1 billion, against
a budget of Kshs.500 million) and The Eastern Africa Inter-connector (Ethiopia — Kenya) at
203.2 per cent having received Kshs. 1.4 billion against a budget of Kshs.708 million based on the

printed estimates. There is therefore, need for review of the printed estimates in the Supplementary
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Budget to ensure that all Loans A-I-A expenditure is appropriately budgeted.

A review of the performance of grants revenue in the first half of FY 2015/16 shows that the
Ministry of Education, Science and Technology recorded a rate of 176.9 per cent against the
printed estimates, (Kshs.540.8 million against Kshs.305.8 million). This is attributed to funds
disbursed towards the Kenya Primary Education Development Projects which was not included
for in the FY 2015/16 Budget. This was followed by the Ministry of Land, Housing and Urban
Development at 43.1 per cent, the Ministry of Energy and Petroleum at 26.3 per cent and the
Ministry of Environment, Water and Natural Resources at 23.4 per cent, Ministry of Health at
21.8 per cent and the National Treasury at 9.8 per cent whereas other MDAs that factored grants

revenue in their development budget estimates did not absorb the funds.

On loans revenue, the Ministry of Devolution and Planning had the highest disbursement at
77.5 per cent (Kshs.638 million) followed by the Ministry of Information and Communications
and Technology at 50.6 per cent (Kshs.1.1 billion) and the National Treasury at 31.3 per cent
(Kshs.408.4 million). The Judiciary and Ministry of Land, Housing and Urban Development
attained low absorption rates of loans revenue at 6.7 per cent and 6.1 per cent, respectively.
Conversely the Ministry of Labour, Social Security and Services did not report any expenditure
of funds mobilized from development partners as loans revenue even though there was a target

captured in the development budget estimates as show in Table 3.8.

Some of the projects funded through the loan revenue include:- Western Kenya Community
Driven Developmentand Flood Mitigation (Kshs.517.5 million) under the Ministry of Devolution
and Planning, East Africa Public Laboratory Networking Project (Kshs.292.7 million) under the
National Treasury, Water and Sanitation Services & Improvement Project (Kshs.1.45 billion)
under the Ministry of Environment, and Water and Natural Resources and Kenya Transparency
& Communication Infrastructure Project (Kshs.1.1 billion) under Ministry of Information,

Communication and Technology.

The Office has noted the low outturn of donor funded projects, and emphasizes the need for
concerted efforts by all the stakeholders to address this challenge.
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4 NATIONAL GOVERNMENT OVERALL EXPENDITURE
ANALYSIS

4.1 Introduction

This chapter presents the performance analysis for the first half of FY 2015/16 for both
development and recurrent expenditure by the MDAs. The Consolidated Fund Services (CFS) 1s

discussed under recurrent expenditure.

4.2 Overall Government Budget Performance

The overall national budget for FY 2015/16 was Kshs.2.23 trillion representing a 21.4 per cent
growth compared to a budget of Kshs.1.840 trillion in the FY 2014/15

Table 4.1: Overall Government Budget Performance July to December 2015 (Kshs. Billion)
Half Year FY 2015/16 Half year FY 2014/15
% of
Cumu- Ex- Absorp- = % Ex-
Gross Ne,. lative Expend- | cheq- tion (fr‘?ss Net Es- 2 gaishiia chequer ;?bsorp-
Allocation Esti- Esti- ” chequer Expendi- tion rate
Estimate Riite Excheq- iture uer to Rate T timates Tstics Vi, to Net (%)
uer Net (%o) ? Est. %
Est.
Recurrent 1,225.7 1158.5 561.87 518.28 485 423 1103.1 1041.4 493.0 499.9 473 453
Development 7213 389.1 110.24 166.23 283 23.0 494.9 320.9 103.9 129.2 324 26.1
County
5 287.0 264.2 99.19* 113.20 375 39.4 242.4 229.3 83.6 104.0 36.5 429
Governments
Total 2,234.0 | 1811.8 771.30 797.71 42.6 35.7 1840.4 | 1,591.6 680.5 733.1 42.8 39.8

Source: NT, OCOB, MDAs & County Governments

*Refers 1o the shareable revenue exchequer issues.

The total exchequer issues in the first half of FY 2015/16 amounted to Kshs.771.30 billion
representing 42.6 per cent of the net estimates. This comprised of Kshs.561.87 billion towards
recurrent expenditure, Kshs.110.24 billion towards development expenditure and Kshs.99.19
billion to county governments. The overall expenditure for both the national and county
governments was Kshs. 797.71 billion (Kshs.518.28 billion on recurrent, Kshs. 166.23 billion on
development and Kshs.113.20 billion to county governments) representing an overall absorption
rate of 35.7 per cent a slight decline from 39.8 per cent recorded in the same period last financial

year.

From the analysis, the development expenditure is more than the exchequer issues. This has been
attributed to A~I~A spent in funding some of the development projects. Fig 4.1 and 4.2give
a comparison of sector budget allocations and expenditure for FY 2015/2016, and the budget

allocation and the half year expenditure respectively.
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Figure 4.1:

Comparison of Sector Budget Allocations and Expenditure for FY 2015/16
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4.3 Consolidated Fund Services (CFS)

The CFS comprises of funds allocated towards: (1) Repayment of public debt (domestic debt,
foreign debt, and government guaranteed loans to parastatals), (i1) Pensions and gratuities, and,
(iii) Salaries and allowances to Constitutional Office holders: and subscriptions to International
Organizations. Table 4.2 presents a summary of cumulative expenditure for the period July to

December 2015

Table 4.2: Cumulative Expenditure for CFS, July — December 2015 (Kshs. Millions)
i : Expenditure as a % of
! FY2015/15 | oy o015/15 Firs Bl | First Half of Gross Estimates
Annual 4 < FY 2015/16
Consolidated Fund Services Annual Net 2015/16 ‘
o Estimates Exchequer Al FY
Estimates Expenditure FY 2014/2015
Issues . 2015/16 (%o) b3
! (%)
Public Debt 397,035 397.035 206,875 206,736 52.1 355
Pensions and Gratuities 38,991 38.991 21,395 21.395 54.9 443
Salaries and Allowances 4.438 4438 1.535 1.432 32,3 283
Miscellaneous Services 128 128 - - - -
International Organizations 0.5 0.5 - - - -
Guaranteed Loans 945 945 538 504 53.3 499
Total 441,538 441,538 230,343 230,067 52.1 54.4

Source: National Treasury & OCOB

4.3.1 Public Debt

As at 31 December 2015, total public debt stock stood at Kshs.3.16 trillion, a 27.3 per cent growth
compared to Kshs.2.48 trillion at end December 2014. The public debt comprise of Kshs.1.54
trillion as domestic debt (48.7 per cent) and Kshs.1.62 trillion as foreign debt (51.3 percent).

During the half year period of FY 2015/16, exchequer issues totalling Kshs.206.86 billion was
made towards serving of the public debt. This repi2sents 89.8 per cent of the total exchequer
released by the National Treasury. The total expenditure on public debt repayment amounted to
Kshs.206.74 billion representing 52.1 per cent of the public debt annual estimates (Kshs.397.04
billion) for the FY 2015/16. Figure 4.3 shows the public debt stock as at 31** December 2015.
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Figure 4.3:  Public Debt Stock December 2012 to December 2015. (Kshs. Billions)

o
™ ©
& S o°
2 >

Amount-Kshs.Billion

Period-Months

—&—Domestic Public Debt —i~Foreign Public Debt Total Public Debt Stock

Source: National Treasury

4.3.2 Domestic Debt

As at 31" December 2015, the domestic debt stock was Kshs.1.54 trillion, representing 17.6
per cent growth from Kshs.1.31 trillion as at end of December 2014. In the first half year of
FY 2015/16, total exchequer issues amounting to Kshs.171.14 billion was released towards
repayment of domestic debt obligations.

The actual expenditure for domestic debt amounted to Kshs.171.59 billion. This comprised of
Treasury Bills and Bonds redemption of Kshs.138.07 billion and interest payment at Kshs.33.52
billion.

4.3.3 Foreign Debt

As at December 31, 2015, foreign debt stock was Kshs.1.62 trillion, representing a growth of
27.6 per cent compared to Kshs.1.27 trillion as at December 2014,

In the half'year period of FY 2015/16, a total of Kshs.35.74 billion was released towards repayment
of foreign debts. The total expenditure for the period under review amounted to Kshs.35.14
billion comprising of Kshs.16.40 billion as principal repayment and Kshs. 18.74 billion in interest
payment.

Analysis of interest payment by loan categories (bilateral, multilateral and the commercial loans),

indicates that the Commercial Loan category had the highest interest amount at Kshs.9.64 billion

~ NATIONAL GOVERNMENT BUDGET IMPLEMENTATION REVIEW REPORT
HALF YEAR, FY 2015/16




— : e — - OFFICE OF THE CONTROLLER OF BUDGE
followed by Kshs.6.34 billion and Kshs.2.67 billion towards bilateral and multilateral categories

respectively.

4.3.4 Guaranteed Debt to State Parastatals

In FY 2015/16, Kshs.945 million was allocated towards settlement of guaranteed debts by the
National Government for two projects, namely: Kenya Broadcasting Cooperation’s (KBC)

modernization project and Tana and Athi River Development Authority (TARDA) to the Tana

Delta irrigation project.

Total exchequer issues for serving guaranteed debt during the first half of FY 2015/16 amounted
to Kshs.538.4 million which was spent on the repayment of TARDA and KBC loans. Table 4.3

shows a breakdown on principal and interest payment for the two guaranteed loans.

Table 4.3: Guaranteed Loans Repayment (Millions) July 2015 to December 2015.

# 3 Loan Repayments for the period
(C;:::::te;’d Loans (Amounts in Foreign | ; \ 5015 _pecember 2013
o (Amounts in Kshs. millions)
: Year Loan :
Dan s Contracted s ohmsid E:lm:lattlve Outstanding
Principal " Balance at Principal | Interest Total
Paid as of
Amount December
December 2015
2015
TARDA 1990 YEN 6.031.0 3.517.77 1,322.46 131.63 16.59 148.22
KBC 1989 YEN 16.198.0 9.469.00 2.636.39 323.35 32.42 355.75
Total 454.96 49.01 503.97

Source: National Treasury

The total expenditure was Kshs.503.97 million and this comprised of Kshs.148.2 million and
Kshs.355.7 million for TARDA and KBC repayments respectively.

4.3.5 Salaries and Allowances for Constitutional Office Holders

The annual budgetary allocation for salaries and allowances for constitutional office holders in

FY 2015/16 was Kshs. 4.43 billion, a marginal increase compared to Kshs.4.1 billion allocated
in FY 2014/15.
The total exchequer issues for salaries and allowances for constitutional office holders was

kshs. 1.54 billion representing 32.3 per cent of the annual gross estimates.

NATIONAL GOVERNMENT BUDGET IMPLEMENTATION REVIEW REPORT
HALF YEAR, FY 2015/16



4.3.6 Pensions and Gratuities

The annual budgetary allocation for pensions and gratuities was Kshs.38.99 billion representing
8.8 per cent of the total CFS allocation, a 20.5 per cent increase compared to Kshs.32.35 billion
allocated in the FY 2014/15.

In the first half of FY 2015/16, exchequer issues for pensions and gratuities was Kshs.21.40
billion representing 54.9 per cent of the annual gross estimate, and an increase compared to 44.3
per cent recorded in the same period in FY 2014/15. Total expenditure for pensions and gratuities
was Kshs.21.40 billion representing 44.3 per cent of the annual gross estimates. This represents
a49.1 pér cent growth compared to Kshs.14.35 billion spent the same period in the previous

financial year.

4.4 MDAs Expenditure Analysis

This section presents a breakdown of expenditure categories by the MDA for both recurrent and
development expenditure. The analysis for recurrent expenditure includes Personnel Emoluments
(PE), recurrent transfers to Semi-Autonomous Government Agencies (SAGAs) and Operations
and Maintenance (O&M) while development expenditure includes capital transfers to SAGAs,

civil works and construction of major buildings.

4.4.1 Recurrent Expenditure Analysis

Analysis of the expenditure by MDAs for the first six months of FY 2015/16 indicates that
Kshs.288.07 billion was spent on recurrent activities translating to 36.7 per cent of the MDAS’
recurrent gross estimates. This is a marginal decline from 39.8 per cent recorded in the same
period of FY 2014/15. Total recurrent commitments by MDAs was Kshs.11.7 billion and the total
A~I~Awas Kshs.15.30 billion. Table 4.4 shows a breakdown of the MDA’ recurrent expenditure

by category for the period under review.
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OFFICE OF THE CONTROLLER OF BUDGET

Note: Based on the expenditure reports from IEMIS, some state departments captured Appropriations in Aid - spent
on varions expenditure categories. They included the State Department for Infrastructure which reflected total A-1-A
of Kshs.14.8 billion, Aunditor General which reported Kshs.236.9 million and Ministry of Voreign Affairs ¢~
International Trade, Kshs.224.2 million. Ministry of Defence is extluded from this analysis due to lack of TFMLS
dalta.

**Analysis does not include the National Security Sector (Ministry of Defence and NIS) which spent
Kshs.51.5billion in the first half of FY 2015/16

Analysis of the MDAs’ recurrent expenditure by categories indicates that, personnel emoluments
(PE) had the highest spending at Kshs. 123.7 billion, or 46.3 per cent of the total expenditure for
the period under review. This performance was an increase from Kshs. 123.1 billion recorded in the
first half of FY 2014/15. Cumulative recurrent expenditure transfers to Semi-Autonomous State
Agencies (SAGAs) was Kshs.82.0 billion, translating to 30.7 per cent of the total expenditure
and an increase from Kshs.63.8 billion reported in a similar period of FY 2014/15.

Analysis of the recurrent expenditure by MDA shows that the Teachers Service Commission
(TSC) reported the highest expenditure on personnel emoluments at Kshs 85.9 billion which
translated to 69.4 per cent of the total PE expenditure by the MDAs. The State Department for
Higher Education, Science and Technology and State Department for Education had the highest
transfers to their SAGAs at Kshs.17.4 billion and Kshs.15.7 billion respectively.

The State Department for Planning reported the highest expenditure in the following categories:
Training at 175.2 million and maintenance expenses on other assets at Kshs.116.6 million.
Further, the Presidency incurred the highest expenditure on printing and advertising at Kshs.141.5
million. Similarly, the State Department for Interior had the highest expenditure on maintenance
expenses of motor vehicles at Kshs.186.3 million while the Ministry of Foreign Affairs and
International Trade had the highest expenditure on the rentals and rates for non-residential
property at Kshs.269.9 million.

The National Assembly had the highest expenditure on domestic travel at Kshs.865.0 million
accounting for 34.1 per cent of the combined domestic travel expenditure by all MDAs, while
the Ministry of Foreign Affairs and International Trade reported the highest foreign travel
expenditure at Kshs.732.5 million which was equivalent to 48.2 per cent of total expenditure on
foreign travel. This is attributed to travelling to the constituencies by Members of Parliament and

foreign travelling nature of foreign affairs respectively.

Other Operations and Maintenance (O&M) expenditure amounted to Kshs. 36.58 billion,
accounting for 13.7 per cent of the total recurrent expenditure. Some of the MDAs with significant
expenditure under this category included;
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The State Department for Interior (Kshs.8.2 billion): Amount included; Kshs.2.4 billion on
specialized materials and supplies, Kshs.2.5 billion on other operating expenses, Kshs.1.7 billion
for insurance cost, Utilities, Supplies and Services of Kshs.737.8 million, Kshs.442.4 million
for purchase of specialised plant, equipment and machinery, and Kshs.186.3 million for routine

maintenance of motor vehicles.

National Treasury (Kshs.4.8 billion): Amount includes; Kshs.505.0 million paid as domestic
loans to individuals and households, Kshs.474.9 million spent on staff insurance, and Kshs.151.8

million on hospitality supplies and services.

The State Department for Planning (Kshs.6.5 billion): Amount included: Kshs.4.3 billion paid
as group health insurance for staff, Kshs.1.0 billion for purchase of specialised plant, equipment
and machinery, Kshs.422.6 million on specialised materials and supplies, and Kshs.165.5 million

on other operating expenses.

The State Department for Higher Education Science and Technology (Kshs.2.7 billion):
Amount included Kshs.2.5 billion spent as domestic loans to individuals and households, and

Kshs.100.9 million on specialized materials and supplies.

The Judiciary (Kshs.1.8 billion): Amount included expenditure of Kshs.656.4 million on staff
medical insurance, Kshs.426.9 million on domestic loans to judiciary staff, and Kshs.311.1

million on staff pension and retirement benefits.

The State for Coordination of National Government (Kshs.1.6 billion): A breakdown of
this amount included: Kshs.1.2 billion spent on specialized materials and supplies, Kshs.247.6

million for utilities, supplies and services, Kshs.140.6 million for fuel oil and lubricants.

The State Department for Agriculture (Kshs.1.2 billion): The major expenditure included
Kshs.1.1 billion for acquisition of strategic stocks, and Kshs.45.4 million as membership fees

and dues and subscriptions to International Organizations.

The Presidency (Kshs.855.9 million): A breakdown of this expenditure included: Kshs.430.2
million on other operating expenses, Kshs.40.7 million on utilities, supplies and services, Kshs.33.7
million for purchase of office furniture and general equipment, Kshs.32.1 on communication,

supplies and services, and Kshs.29.8 million on staff insurance policies.

The Ministry of Health (Kshs.792.6 million): Major expenditure categories include Kshs.250
million on compulsory health insurance scheme for staff; Kshs.146.3 million on specialised
materials and supplies; Kshs.112.0 million on research, feasibility studies, project preparation

and design, and Kshs.92.6 million on emergency relief and refugee assistance.

The Ministry of Foreign Affairs (Kshs.638.9 million): a breakdown of this amount include:
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Kshs.373.6 million paid as membership fees and dues and subscriptions to international
organizations, Kshs.52.2 million on scholarships and other educational benefits, and 37.7 million
on communication, supplies and services.

The State Department for Education (Kshs.636.7 million): This expenditure includes
Kshs.387.6 million spent on specialized materials and supplies, Kshs.180.3 million for office
and general supplies, and Kshs.22.9 million on rent.

The composition of MDA recurrent expenditure for the period July-December 2015 is presented
in Figure 4.4,

Figure 4.4: Composition of MDA Recurrent Expenditure, July-December 2015

(Kshs. millions)

Other
Kshs.36,584.1_ __———
14.5%
Personnel
Emoluments
Kshs.123,731.1
49.1%
Current Transfers/
Kshs.81,989.0
32.5%
Maintenance Expenses-
Other Assets T
Kshs.343.1 —~- Domestic Travel,
0.1% ~ Kshs.2,534.1,
italit / ™ 1.0%
Maintenance Kshs;s;);:.(')_y e - _
Expenses- Motor Y L ~__Foreign Travel
: 1% \—Printing and Kshs.1,519.3
Vehicles . Rentals and Rates- Advertising A
Kshs.435.6 Trainin . . 0.6%
: Non Residential Kshs.445.5
0.2% Kshs.876.9
: 0.3% Kshs.1,720.2 0.2%
¢ 0.7%

Source; MDAs and National Treasury

4.4.2 MDAs Development Expenditure Analysis

Table 4.5 shows development expenditure breakdoWn by category by various MDAs for the
period July to December 2015.
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During the half year period of FY 2015/16, the net development expenditure by MDAs amounted
to Kshs.166.2 billion translating to an absorption rate of 23 per cent, a decline from 26.1 per cent
recorded in the same period last FY 2014/15.

In the first half of FY 2015/16, Capital Transfer to SAGAs recorded the highest expenditure by
category at Kshs.85.2 billion translating to 51.3 per cent of the total expenditure. The second highest
spending category was construction and civil works at Kshs.71.9 billion accounting for 43.2 per
cent of the total expenditure by the MDAs. Other categories with notable expenditure included,
Construction of buildings at Kshs 6.0 billion, purchase of specialised plant, equipment and machinery

at Kshs.2.8 billion, and pre-feasibility and appraisal studies at Kshs.1.2 billion.

Analysis of the development expenditure by the MDAs shows that the State Department for
Infrastructure had the highest capital transfers to 1ts SAGAs at Kshs.27.0 billion accounting for 31.6
per cent of the total capital transfers followed by the State Department of Planning at Kshs.19.6

billion or 23.0 per cent of the total capital transfers by the MDAs.

The State Department for Transport had the highest expenditure on construction and civil works
at Kshs.52.6 billion translating to 73.2 per cent of the total MDA expenditure under this category.
The Ministry of Energy and Petroleum, State Department for Water & Regional Authorities, and
Ministry of Land, Housing, and Urban Development followed at Kshs.7.8 billion, Kshs.6.0 billion,
and Kshs.4.3 billion respectively.

The total amount reported by MDAs as A-I-A during the period under review was Kshs.78.6 billion
as shown in table 3.13 while Kshs.77.1 billion was spent on other development activities. The MDAs

with notable expenditure under the “other” development expenditure are analysed as follows:

The National Treasury (Kshs.7.2 billion): Expenditure included Kshs.3.2 billion on specialized
material and supplies, Kshs.2.5 billion spent on civil contingency reserves, Kshs.737.5 million on
equity participation in foreign financial Institutions operating abroad, Kshs.470.8 million on purchase
of specialised plant, equipment and machinery, and Kshs. 165.0 million on research, feasibility

studies, project preparation and design, project supervision.

The State Department for Planning (Kshs.5.1 billion): Expenditure included; Kshs.1.6 billion
paid for rehabilitation of civil works; Kshs.317.6 million on purchase of specialised plant, equipment
and machinery, Kshs.292.0 million on fuel oil and lubricant, and Kshs.123.7 million on routine

maintenance of other assets.

The State Department for Agriculture (Kshs.3.3 billion): This expenditure included: Kshs.3.3
billion spent on other operating expenditure, Kshs.19.0 million spent as grants to small businesses,
cooperatives, and self-employed, and Kshs.15.9 million on research, feasibility studies, project

preparation and design, project supervision.

Ministry of Land, Housing and Urban Development (Kshs.2.4 billion): This expenditure included,
Kshs.1.2 billion spent on other operating expenses, research, feasibility studies, project preparation

and design, and Kshs.472.9 million on purchase of specialised plant, equipment and machinery.

NATIONAL GOVERNMENT BUDGET IMPLEMENTATION REVIEW REPORT
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The State Department for Infrastructure (Kshs.2.5 billion): Expenditure included Kshs.2.5
billion for the construction of roads, and Kshs.33.6 million on training,

Ministry of Health (Kshs.1.8 billion): Expenditure included Kshs.1.7 billion spent on rent,
Kshs.339.7 million on construction of buildings, and Kshs.64.3 million on specialized materials.

Ministry of Information & Communication and Technology (Kshs.1.4 billion): A breakdown
of this amount includes Kshs.542.8 million on equity participation in domestic public non-financial
enterprises, and Kshs.185.4 million on other operating expenses.

The State Department for Environment & Natural Resources (Kshs.669.5 million): Other
expenditure includes Kshs.281.3 million on purchase of specialised plant, equipment and machinery,
Kshs.215.7 million for purchase of certified seeds, breeding stock and animals, and Kshs.83.2 million

on research, feasibility studies, project preparation, design, and project supervision.

Figure 4.5 depicts a summary of the development expenditure.

Figure 4.5: Composition of Development Expenditure, July — December 2015 (Kshs. Millions

Maintenance of

Motor Vehicles Maintenance of
Kshs.15.5 other Assets
0.01% Kshs.495.9
0.2%
Other EXpCllSCS /
Kshs.77.145.8

32% Capital Transfers
Kshs.85.241.8
35%

Pre-Feasibility . \ Construction of

and Appraisal Building
Studics Kshs.6,042.8
KShSi‘I)/’l 572 Purchase o ‘ 2%
° Specialised Plant, C0n§tht10n and
Equipment and Civil Works
Machinery Kshs.71,857.5
Kshs.2.825.8 29%
1%

Source; MDAs and National Treasury IFMIS Directorate
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5 DEVELOPMENT AND RECURRENT EXPENDITURE
ANALYSIS BY SECTOR

5.1 Introduction

This section presents the analysis of sector performance for both recurrent and development
expenditure in the first half of FY 2015/16. The 10 sectors are discussed in alphabetical order.

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

This sector consists of five departments and ministries namely; Ministry of Land, Housing and
Urban Development, State Department for Agriculture, State Department for Livestock, State
Department for Fisheries, and the National Land Commission (NLC). The sector contributes to
the country’s economy through provision of raw materials for agro-based industries, agricultural
exports as well as availing food to the Kenyan population. The goal of this sector is to attain food
security, sustainable land management, affordable housing and urban infrastructure development.
Figure 5.1 shows budgetary allocation trend for the AR &UD sector from FY 2012/13 to FY
2015/16.

Figure 5.1: Budgetary Allocation Trend for the AR &UD Sector from FY 2012/13 to FY
2015/16 (Kshs. Billion)

79.2 79.7
" 65.7 |
§ | 08 .0
E 433 ’ 478 -’--.Oﬂﬂ-----
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2 U3 =" 119 184 167
! :---------------------------------
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FY 2012/13 FY 2013/14 FY 2014/15 FY 2015/16
Financial Years
=== Recurrent === Development Total

Source: National Treasury
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The annual budgetary allocation to the sector in the FY 2015/16 was Kshs.79.7 billion representing
3.6 per cent of the gross national budget, a marginal increase from Kshs.79.2 billion allocated in
FY 2014/15. It comprised of Kshs.63.0 billion (79.1 per cent) for development expenditure and
Kshs.16.7 billion (20.9 per cent) for recurrent expenditure. The State Department for Agriculture
received the highest budgetary allocation of Kshs.34.8 billion (43.7 per cent of the sectors’
allocation) while the National Land Commission (NLC) had the lowest budgetary allocation
of Kshs.1.5 billion (1.9 per cent of the sector’s allocation).Table 5.1 shows AR &UD sector-
analysis of exchequer issues and expenditure for the period July to December 2015.

Table 5.1: AR &UD Sector-Analysis of Exchequer Issues and Expenditure for the period
July to December 2015 (Kshs. Billions)

Half Year FY 2015/16-Recurrent

% of % of
Net Exch. Ex Exch. s A
Est. Issues Y1 to Net G ‘;’:st.
Est. 3
Ministry
of Land,
Housing 28.1 23.6 74 8.7 313 30.9 39 39 1.8 0.8 46.2 20.5
and Urban
Development
State f
E;Pmem 262 | 204 64| 90| 314| 345| 83 79 25| 36| 3160 434
Agriculture
State 1
Department 52 38 1.1 0.9 289 173 1.9 1.9 0.8 0.6 421 31.6 |
for Livestock
State ]
department 3.1 2.1 04 0.9 19.0 29.0 14 14 0.5 0.5 35.7 357
for Fisheries
gatwn?l Land 04 04 00| 01 00| 250 11 11 07| 06| 636 54.5
ommission
Total 63.0 50.4 15.2 19.6 30.3 31:1 16.7 16.2 6.3 6.0 38.9 36.0
% of o
Gross Net Exch. Ex Exch. it
Xp. Exp. to
Total for the Sector- Half Year FY 2015/16 Est. | Est. | Issues tz: Net | & Bt
st.
Development 63.0 504 152 19.6 303 311
Recurrent 16.7 16.2 6.3 6.0 38.9 36.0
0 A e it ol WA eeel| 28| 256 a4 321

Source: MDAs and National Treasury
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[n the first half year of FY 2015/16, the sector received exchequer issues of Kshs.21.5 billion
translating to 32.4 per cent of the seciors’ net annual estimates. This comprised of Kshs.15.2
billion for development expenditure representing 30.3 per cent of the annual development net
estimates and Kshs.6.3 billion for recurrent activities, representing 38.9 per cent of the recurrent

annual net estimates

The Ministry of Land, Housing and Urban Development received the highest proportion of
development exchequer issues to its’ net estimates at 31.3 per cent while the National Land
Commission did not receive. The National Land Commission received the highest proportion
of the recurrent exchequer issues at 63.6 per cent of its” recurrent net estimates while the State
Department for Agriculture received the lowest proportion at 31.6 per cent. Figure 5.2 shows the
exchequer issues to AR &UD sector in the first half of FY 20 15/16.

Figure 5.2: AR&UD Sector Exchequer Issues for the Period July - December 2015

(Kshs. Billions)

_ o Development Recurrent
National Land Commission Kshsh 0.01bn(1%)  Kshs.0.7 bn (99%)
Development Recurrent

State department for Fisheries Kshs.0.4 bn (44%)  Kshs.0.5 (56%)

Development Recurrent

State Department for Livestock
<t Kshs.1.1bn (58%)  Kshs.0.8 bn (42%)

State Department for Development Recurrent
Agriculture Kshs.6.4 bn (72%) Kshs.2.5 bn (28%)
Ministry of Land, Housing and Development Recurrent
Urban Development Kshs.7.4 bn (80%) Kshs.1.8 bn (20%)

Source: National Treasury

The total expenditure for the sector during the first half of FY 2015/16 was Kshs.25.6 billion,
representing an absorption rate of 32.1 per cent. This comprised of development expenditure of
Kshs.19.6 billion, representing an absorption rate of 31.1 per cent and Kshs.6.0 billion on recurrent
expenditure representing 36 per cent of the annual recurrent budget. The State Department for
Agriculture recorded the highest absorption rate of development budget at 34.5 per cent while
the State Department for Livestock recorded the lowest rate at 17.3 per cent. On the other hand,
the National Land Commission had the highest percentage of the annual recurrent expenditure at
54 5 per cent while the Ministry of Land, Housing and Urban Development registered the lowest
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at 20.5 per cent. The total commitments totalled Kshs.2.84 billion which comprises of Kshs.0.5

billion for recurrent and Kshs.2.34 billion for development activities.

5.3 Education Sector

The Sector comprises of the State Department of Education, State Department of Science and
Technology, the Teachers Service Commission (TSC) and affiliated institutions. Education is a
vital component in the realization of Kenya’s Vision 2030 and a key economic and social right
recognized by the Constitution of Kenya. As a result, the sector’s goal is to increase access to
education and training; improve quality and relevance of education, reduce inequality as well as
exploit knowledge and skills in science, technology and innovation for global competitiveness.
Figure 5.3 shows the trend in budgetary allocation to the sector from FY 2012/2013 - FY 2015/2016

Figure 5.3: Budgetary Allocation Trend for the Education Sector from FY 2012/13 to
FY 2015/16 (Kshs. Billion)

308.4
276.2 336.3
_______ “® 2996
§ 2360  _ === KT me=- @ =—=
B K === L 273.4
= i 245.8 '
5 209.3
26.7 30.4 35.0
. —————————— . ---------- . .......... . 36.7
FY 2012/13 FY 2013/14 FY 2014/15 FY 2015/16
Financial Years
= & = Recurrent = @l = Development Total

Source: National Treasury

The annual budgetary allocation to the sector in the FY 2015/16 was Kshs. 336.3 billion or 15.1
per cent of the gross national budget, an increase compared to Kshs.308.4 billion allocated in
the FY 2014/15. The allocation comprised of Kshs.36.7 billion (10.9 per cent) for development
expenditure and Kshs.299.6 billion (89.1 per cent) for recurrent expenditure. Table 5.2 shows
education sector- analysis of exchequer issues and expenditure for the period from July -
December 2015
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Table 5.2: Education Sector- Analysis of Exchequer Issues and Expenditure for the

Period from July - December 2015 (Kshs. Billions)

Half Year FY 2015/16 Development Half Year FY 2015/16 Recurrent
%
Exch. % Exp % Exch. | % Exp
VOTE G‘;':ss Es tli\::: s Exlc t:::::er Exp. Issues to G. C;;‘::s ::: ExIcsI:lt:l.ler Exp. Issues to to G.
4 to Net Est v Net Est. Est.
Est.
State
Department
3 35 9. 56.¢ 3 : 9. 9.
fdt 224 21 4 0.5 0.8 2.2 3 59.0 56.9 16.5 17.4 29.0 29.4
Education
State
Department
for Science 14.0 11.1 - 39 - 278 59.4 42.7 20.4 203 47.8 342
and
Technology
Teachers
Service 0.2 0.2 - - - - 181.2 181.0 91.8 88.3 50.7 48.7
Commission
Total 36.6 32.6 0.5 4.7 1.5 12.8 299.6 280.6 128.8 126.0 459 42.1
%
Exch. %
Gross Net Exch. Issues | Exp.
Est. Est. Issues g, to to G.
Total for the Sector Half Year FY 2015/16
Net Est.
Est.
Development 6.7 126 0.5 4.7 1.5 12.8
Recurrent 2996 280.6 128.8 126.0 459 42.1
Total 336.3 313.2 129.3 130.7 413 38.9

Source: MDAs and National Treasury

In the first half year of FY 2015/16, the total exchequer issues to the sector amounted to Kshs.129.3
billion and comprised of Kshs.0.5 billion for development expenditure and Kshs.128.8 billion
for recurrent expenditure. The State Department for Education received Kshs.0.5 billion for
development programs representing 2.3 per cent of exchequer issues to the net estimates. TSC
received 50.7 per cent of recurrent exchequer issues to the annual net estimates while the State

Department for Education had the lowest at 29.0 per cent.
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The total expenditure for the sector in the first half of FY 2014/15 was Kshs.130.7 billion,
representing an absorption rate of 38.9 per cent of the gross estimates. The development
expenditure was Kshs.4.7 billion, representing an absorption rate of 12.8 per and recurrent
expenditure for the sector amounted to Kshs.126.0 billion, representing 42.1 per cent of the

annual recurrent estimates.

The State Department for Science and Technology recorded the highest absorption of development
funds at 27.8 per cent compared to 3.5 per cent achieved by the State Department for Education.
The Teachers Service Commission (TSC) recorded the highest percentage of the annual recurrent
expenditure at 48.7 per cent while the State Department for Education recorded the lowest at 29.4
per cent among the sectors’ departments. The high recurrent expenditure by TSC is attributed by
its core activity of teacher’s resource management in the country. Figure 5.4 shows education

sector exchequer issues for the period from July to December 2015.

Figure 5.4: Education Sector Exchequer Issues for the Period from July to December 2015
(Kshs. Billions)

Rec, Kshs. 91.8 Bn, 100%

Teachers Service Commission
State Department for Science and Technology Rec, Kshs. 20.4 Bn, 100%
Rec, Kshs. 16.5Bn, 97.1%
State Department for Education |

Dev, Kshs. 0.5Bn, 2.9%

0.0 10.0 20.0 30.0 40.0 50.0 60.0 70.0 80.0 90.0 100.0

Recurrent @ Development

Source: National Treasury
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5.4 Energy, Infrastructure and Information Com munications Technology
(EI & ICT) Sector

This sector consists of four departments and ministries, namely; State Department for Infrastructure,
State Department for Transport, Ministry of Information C ommunication and Technology and
Ministry of Energy and Petroleum. The sector aims toward becoming a world-class provider of
cost-effective public utility infrastructure facilities and services in energy, transport and ICT that
meet international standards to make Kenya a globally competitive country. Figure 5.6 shows
budgetary allocation trend for the EI & ICT sector for the period FY 2012/13 to FY 2015/16.

Figure 5.5: Budgetary Allocation Trend for the EI & ICT Sector for the Period FY 2012/13
to FY 2015/16 (Kshs. Billion)
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Source: National Treasury

The annual budgetary allocation for the sector in the FY 2015/16 was Kshs.404.7 billion
representing 18.1 per cent of the annual gross budget, a decline compared to Kshs.426.3 billion
allocated in FY 2014/15. The allocation comprised of Kshs.363.8 billion (89.9 per cent) for
development expenditure and Kshs.40.8 billion (:0.1 per cent) for recurrent expenditure. Table
5.3 shows the analysis of EI & ICT exchequer issues and expenditure for the period July to

December 2015.
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Table5.3:  EI & ICT Sector - Analysis of Exchequer Issues and Expenditure for the Period

July to December 2015 (Kshs. Billions)

Half Year FY 2015/16-Development Half Year FY 2015/16-Recurrent
% of % of % of % of
Gross Net Exch. Fx Exch. Exp. Gross Net Exch. Ex Exch. Exp.
VOTE Est It iaes ] " [Nl G | Est | Est | Issues P | toNet | toG.
Est. Est. Est. Est.
State Department for 1040 | 623 312 | 195 s0.1 187 | 300 17 0.7 0.8 412 27
Infrastructure
**¥Q o
**State Department 158.5 53 13 | s28 | 245 433 5.8 14 08 06 57.1 10.3
for Transport
Ministry of
Information,. 8.9 5.1 1.8 2 353 236 3.0 29 11 11 379 36.7
Communication and
Technology
Ministry of Energy 924 | 290 12.3 75 425 8.1 2.0 1.8 0.9 0.9 50.0 45.0
and Petroleum
Total 363.8 | 101.7 46.6 82.5 458 22.7 40.8 7.9 35 3.4 4.3 8.3
% of % of
Gross Net Exch. Exp Exch. Exp.
Total for the Sector-Half Year FY 2015/16 Est. Est. Issues e to Net to G.
Est. Est.
Development 363.8 | 101.7 46.6 82.5 45.8 22.7
Recurrent 40.8 7.9 35 3.4 443 83
Total 404.7 | 109.6 50.1 85.4 45.7 21.1

Source: MDAs and National Treasury

*Development Expenditure for the State Department for Transport is inclusive of A-I-A.

The total expenditure for the sector during the first half of FY 2015/16 amounted to Kshs.85.4
billion, representing an absorption rate of 21.1 per cent. This comprised of development
expenditure of Kshs.82.5 billion, representing an absorption rate of 22.7 per cent, and, Kshs.3.4

billion as recurrent expenditure representing 8.3 per cent of the annual recurrent estimates.

In the first half of FY 2015/16, the sector received exchequer issues amounting to Kshs.50.1
billion translating to 45.7 per cent of the sectors’ annual net estimates. The exchequer issues
comprised of Kshs.46.6 billion for development expenditure and Kshs.3.5 billion for recurrent
expenditure, translating to 45.8 per cent and 44.3 per cent of the net estimates respectively. The
State Department for Infrastructure received the highest proportion of development exchequer
issues to its net development estimates at 50.1 per cent while the State Department for Transport
recorded the lowest proportion at 24.5 per cent. On the other hand, the State Department for
Transport received the highest proportion of exchequer issues to its net recurrent estimates at
57.1 per cent while the Ministry of Information, Communication and Technology received the

lowest proportion at 37.9 per cent.

NATIONAL GOVERNMENT BUDGET IMPLEMENTATION REVIEW REPORT
2.0 HALF YEAR, FY 2015/16




R

OFFICE OF THE CONTROLLER OF BUDGET

The State Department for Transport recorded the highest absorption rate of 33.3 per cent of
development expenditure while the Ministry of Energy and Petroleum recorded the lowest
absorption rate at 8.1 per cent. On the other hand, the Ministry of Energy and Petroleum recorded
the highest percentage of the annual recurrent expenditure at 45.0 per cent while the State

Department for Infrastructure recorded the lowest rate at 2.7 per cent.

Figure 5.6 shows the breakdown of the EI & ICT sector exchequer issues and expenditure category
by ministry/department for the period July to December 2015.

Figure 5.6: EI & ICT Sector Exchequer Issues for the Period July to December 2015
(Kshs. Billions)
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Source: MDAs and National Treasury

5.5 Environmental Protection, Water and Natural Resource Sector

This sector consists of the State Department for Environment & Natural Resources, State
Department for Water and Regional Authorities, and Ministry of Mining. The sector endeavours
to provide decent, secure and habitable environraent as well as access to portable water. It
also promotes mineral exploration and mining management, development of mining policies,

conducting inventory, and mapping of mineral resources.
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Figure 5.7 shows the annual budgetary allocations to the sector between FY 2012/13 to FY
2015/16.

Figure 5.7: Budgetary Allocation Trend - Environmental Protection, Water and Natural
Resources Sector FY 2012/13 — FY 2015/16 (Kshs. Billion)
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Source: National Treasury

The annual budgetary allocation for the sector in the FY 2015/16 was Kshs.63.0 billion, equivalent
to 2.8 per cent of the total national budget, an increase from the Kshs.59 billion allocated in FY
2014/15. This comprised of Kshs.45.2 billion (71.7 per cent) for development expenditure and
Kshs.17.8 billion (28.3 per cent) for recurrent expenditure. Figure 5.8. shows environmental

protection, water and natural resources sector exchequer issues for the period July to December
2015.

Figure 5.8: Environmental Protection, Water and Natural Resources Sector Exchequer
Issues for the Period July to December 2015 (Kshs. Billions)

1 Dev Kshs.0.04Bn
Rec Kshs.0.3Bn(88.2%) (11.8%)
Ministry of Mining
Rec Kshs.1.0 Bn (27.8%) Dev Kshs.2.6Bn (72.2%)
State Department for Water & Regional Authorities
Kshs.3.4 Bn (77.3%) Dev Kshs.1.0 Bn (22.7%)
State Department for Environment & Natural Resources

Source: National Treasury

NATIONAL GOVERNMENT BUDGET IMPLEMENTATION REVIEW REPORT
HALF YEAR, FY 2015/16




- ——— -

v

OFFICE OF THE CONTROLLER OF BUDGET

The State Department for Water and Regional Authorities received the highest allocation of
Kshs.39.7 billion, or 63 per cent of the sector’s total budget allocation while the Ministry of
Mining was allocated the lowest amount of Kshs.2.2 billion, representing 3.5 per cent of the total
sector budget. Table 5.4 shows environmental protection, water and natural resources sector -

analysis of exchequer issues and expenditure for the period July to December 2015.

Table S.4: Environmental Protection, Water and Natural Resources Sector - Analysis of
Exchequer Issues and Expenditure for the Period July to December 2015

(Kshs. Billions)

Half Year FY 2015/16-Development Half Year FY 2015/16-Recurrent
% of % of % of % of
Gross Net Exch. 3 Exch. Exp. Gross Net Exch. . Exch. Exp.
by Est. Est. fssues | " | toNet | t0G. | Est. Est, | Tssues | 7 | toNet | 16G.
Est. Fst. Est. Fst.
State Department
for Environment & = 1.0 ) 192 10.8 34 51.5
Natural Resources 83 52 12.8 6.6
State Department for
Water & Regional 354 2.6 13.8 14.9 o 1.0 10 476
Authorities 18.9 4.3 2.1
Ministry of Mining 15 1.5 0.04 I 2.7 6.7 107 0.7 0.3 0.2 429 28.6
Total 45.2 255 3.6 6.2 14.1 13.7 | 17.8 9.4 4.7 4.3 49.9 24.2
% of % of
Gross Net Exch. . Exch. | FExp.
Total for the Sector Half Year FY 2015/16 Pt e Gecith I B ooy T
Est. Est.
Development 452 25.5 3.6 6.2 14.1 13.7
Recurrent 17.8 94 47 43 499 | 242
Total 63.0 34.9 8.3 10.6 238 | 16.7

Source: MDAs and National Treasury

In the first half of FY 2015/16, the sector received exchequer issues amounting to Kshs.8.3 billion,
representing 23.8 per cent of the annual net estimates. This comprised of Kshs.3.6 billion for
development expenditure, representing 14.1per cent of the annual net development estimates and
Kshs.4.7 billion for recurrent expenditure, representing 49.9 per cent of the annual net recurrent

estimates.

The State Department for Environment and Natural Resources received the highest proportion
of exchequer issues for both development and recurrent expenditure to its annual net estimate
at 19.2 per cent and 51.5 per cent respectively. Conversely, the Ministry of Mining received the
lowest proportion of exchequer issues to the net estimates for both development and recurrent

expcnditure at 2.7per cent and 42 9per cent respectively.
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The total expenditure for the sector during in the first half of FY 2015/16 amounted to Kshs. 10.6
billion, translating to an absorption rate of 16.7 per cent of the gross estimates. The sector spent
a total of Kshs.6.2 billion on development expenditure representing an absorption rate of 13.7
per cent and Kshs.4.3 billion on recurrent expenditure representing 24.2 per cent of the annual
recurrent budget. The State Department for Water and Regional Authorities reported the highest
absorption rate of its development expenditure at 14.9 per cent while the Ministry for Mining
recorded 28.6 per cent of annual recurrent expenditure estimates. The Ministry of Mining recorded
the lowest absorption for development expenditure at 6. 7per cent while the State Department for
Water and Regional Authorities recorded the lowest percentage of annual recurrent expenditure
estimates at 23.3 per cent.

5.6  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 East African
Affairs and State Department for Commerce and Tourism. The sector aims at promoting regional
integration and cooperation, growth and development of commerce, tourism promotion and
development, savings and investment mobilization, employment creation, and industrial and
entrepreneurship development. The sector contributes significantly to the overall national
development and accounts for about 33 per cent of the overall GDP. It is also a major source of

government revenue in form of taxes, duties, license fees, National Park entry fees, among others.

Figure 5.9: Trends in Budgetary Allocation GECA Sector Trend from FY 2012/13 to FY
2015/16 (Kshs. Billion)
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Source: National Treasury

NATIONAL GOVERNMENT BUDGET IMPLEMENTATION REVIEW REPORT
HALF YEAR, FY 2015/16

em oM.



OFFICE OF THE CONTROLLER OF BUDGET

The annual budgetary allocation to the sector inthe FY 2015/16 was Kshs.21.3 billion, representing
I per cent of the total budget, which is an increase from the Kshs.16.6 billion allocated in FY
2014/15. This comprises of Kshs.14.2 billion (66.7 per cent) for development expenditure and

Kshs.7.1 billion (33.3 per cent) for recurrent expenditure.

Figure 5.10 presents the breakdown of exchequer issues for the GECA sector for July-December,

2015

Figure 5.10: GECA Sector Exchequer Issues July - December 2015 (Kshs. Billions)

Rec, Kshs. 1.4bn, 51.9%  Dev, Kshs. 1.3bn, 48.1%

State Department for Commerce and Tourism
, _ Rec, Kshs. 0.8 bn, 95.2%
State Department For East African Affairs

Ministry of Industrialisation and Enterprise Rec, Kshs. 1.2 bn, 38.7% Dev, Kshs. 1.9bn, 61.3%

Recurrent ~ Development

Source: National Treasury

In the FY 2015/16, The State Department for Commerce and Tourism received the highest
budgetary allocation at Kshs.7.8 billion for development expenditure, which was aimed towards
tourism recovery, while the State Department for East African Affairs received the lowest at
Kshs.0.1 billion. Equally, the State Department for Commerce and Tourism was allocated the
highest amount for recurrent expenditure at Kshs.2.9 billion while the State Department for East
African Affairs received the least at Kshs.1.7 billion.

Table 5.5 presents the analysis of exchequer issues and expenditure for GECA sector for July-
December, 2015

NATIONAL GOVERNMENT BUDGET IMPLEMENTATION REVIEW REPORT
HALF YEAR, FY 2015/16



OFFICE OF THE CONTROLLER OF BUDGET 2=

Table 5.5:  GECA Sector - Analysis of Exchequer Issues and Expenditure for the Period

July to December 2015 (Kshs. Billions)

Half Year FY 2015/16- Development Half Year FY 2015/16- Recurrent
% of % of % of % of
Gross | Net Exch. B Exch. | Exp. Gross Net Exch. : Exp.
ok <. Est. Est. Issues Byl toNet | o (. Est. Est. Issues ap e, o to G.
: Net Est.
Est. Est. Est.
Ministry of
Industrialisation
and Enterprise 63 5.9 1.9 3.0 N O P 25 1.2 ‘ Al 423
Development
State Department for
East African Affairs | 0.1 0.1 0.04 400100 1.7 1.7 0.8 ! il Al
State Department
_1€>r L_ommcrcc & 78 738 13 16.6 14.1 29 28 14 [ 2 50.0 41.4
Tourism
Total 142 | 138 |32 4.1 o g 5 X 70 438 20 LA g
% of
Gross Net Exch bl Exp
Total for the Sector, Half Year FY 2015/16 % “ | Exp. | Exch.to oL 4
Est. Est. Issues B to G.
Net Est. Fet
Development 14.2 13.8 3.2 4 1 233 289
Recurrent 71 70 35 ia 49.0 423
Total 213|208 |67 7.1 gt SO

Source: MDAs and National Treasury

In the first half of FY 2015/16, the total exchequer issues to the sector was Kshs.6.7 billion
representing 32 per cent of the annual net estimates. This comprised of Kshs.3.2 billion for
development projects, representing 23.3 per cent of the net development estimates and Kshs.3.5
billion for recurrent expenditure, representing 49 per cent of annual recurrent net estimates.

Analysis of development expenditure issues indicates that the state department for East African
Affairs received the highest proportion of exchequer issues to the annual net estimates, which was
40.0 per cent. The State Department for Commerce and Tourism received the highest proportion
of recurrent exchequer issues to the annual net recurrent estimates at 50.0 per cent while the State

Department for East African Affairs received the lowest proportion at 47. 1 per cent.
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The total expenditure for the sector in the period July to December 2015 was Kshs.7.1 billion
representing an absorption rate of 33.4 per cent. A total of Kshs.4.1 billion was spent on
development activities representing an absorption rate of 28.9 per cent while Kshs.3.0 billion
was on recurrent activities representing 42.3 per cent of the annual recurrent budget.

The Ministry of Industrialisation and Enterprise Development recorded the highest absorption
rate at 47.6 per cent of its development expenditure and the State Department for Commerce
recorded 14.1 per cent while the State Department for East African Affairs did not ncur
development expenditure. On recurrent expenditure the State Department for Commerce and
Tourism recorded the highest percentage of the annual recurrent budget at 41.4 per cent whereas

the State Department for East African Affairs recorded the lowest rate at 41.2 per cent.

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

The GIJLOS sector comprises of 14 departments/ministries which include: Ministry of Interior
and Coordination of National Government, Office of the Attorney General and Department of
Justice. Directorate of Public Prosecution (DPP), the Judiciary, Judicial Service Commission
(JSC), Ethics and Anti-Corruption Commission (EACC), Kenya National Commission for
Human Rights (KNCHR), Registrar of Political Parties (RPP), Witness Protection Agency
(WPA), National Police Service Commission (NPSC). Independent Electoral and Boundaries
Commission (IEBC), National Gender and Equality Commission (NGEC), Commission for
Implementation of the Constitution (CIC) and Independent Police Oversight Authority (IPOA).

The role of the sector includes provision of security, prosecution services, management of elections
and electoral boundaries, ensuring good governance and accountability of public resources,
registration and regulation of political parties, facilitating and overseeing implementation of
the constitution. The sector also aims at protecting and promoting human rights, rehabilitation,
reintegration and resettlement of custodial and non-custodial offenders, providing migration

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

transparency and integrity.

Figure 5.11 shows budgetary allocations trend for the GILOS sector for the period FY 2012/13
to FY 2015/16.
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Figure 5.11: Budgetary Allocation Trend GJILOS Sector FY 2012/13 — FY 2015/16 (Kshs.

Billion)
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The annual budgetary allocation to the sector in the FY 2015/16 was Kshs.154.1 billion or 6.9
per cent of the total national budget, an increase compared to Kshs.150.9 billion allocated in
FY 2014/15. The allocation comprised of Kshs. 20.6 billion (13.4 per cent) for development
expenditure and Kshs.133.5 billion (86.6 per cent) for recurrent expenditure. Table 5.7 shows
GJLOS — analysis of exchequer issues and expenditure, for the period July to December 2015.

Table 5.6:  GJLOS - Analysis of Exchequer Issues and Expenditure, for the Period July
to December 2015 (Kshs. Billions)

Half Year FY 20145/16 Development Half Year FY 2015/16 Recurrent
b L G e
XC X
Gross Net Exchequer | Exp | Gross Net Exchequer : Exp
VOTE Est. | Estimates Tssmes | 3P | Mnomes | . o Est. Issues B G
to Net Est to Net Est
State
Depa'.rtment for 143 142 0.7 1.4 49 9.8 88.0 877 449 23,7 51.2 26.9
Interior
State
Department for
C?ordfnauon 10 10 01 0.1 10.0 10.0 17.0 17.0 89 5.5 52.4 32.8
of National
Government
Office of the
Attorney
General and 0.1 0.1 50.0 20.0 1.5 1.5 40.5 36.6
Department of 0.5 0.2 4.1 8.7
Justice
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Half Year FY 20145/16 Development Half Year FY 2015/16 Recurrent
% %
0/0 0/0
Exch. Exch.

Gross Net Exchequer -k Exp | Gross Net Exchequer I Exp

VOTE Est. Estimates Issues 1 — to G. | Est. Est. Issues - 8 | t0G.
to Net Est to Net Est

The Judiciary 4.1 4.1 0.6 0.6 14.6 14.6 12.6 12.6 5.7 54 452 429
Ethics and
Anti-Corruption 0.3 0.3 - - - 2.3 23 1.0 0.9 435 39.1
Commission
Directorate
of Public 0.3 0.3 0.005 - 1.6 2.0 2.0 0.7 0.5 35.0 25.0
Prosecutions
Commission
for the
Implementation - - - - - - 0.3 0.3 0.3 0.27 100.0 90.0
of the
Constitution
Registrar of
Political Parties ; : ; ’ ; ) 0.5 0.5 AR B R
Witness
Protection - . - - 0.4 0.4 0.2 0.2 50.0 50.0
Authority )

Kenya National
Commission of - - - 0.5 0.5 0.2 0.2 40.0 40.0
Human Rights

Independent
Electoral and
. 0.1 0.1 - 0.1 - 100.0 42 42 L3 1.4 35:7 33.3
Boundaries
Commission
Juihal S ervie - ] - - s - 0.5 0.5 01| 012 | 200 240
Commuission
National
Police Service - - - - - - 0.4 0.4 0.2 0.2 50.0 50.0
Commission
National Gender
and Equality - - - - - - 0.3 0.3 0.14 0.14 46.7 46.7
Commission
Independent
Police Oversight - - - - - - 0.4 0.4 0.2 0.2 50.0 50.0
Authority
Total 20.6 20.2 14 22 7.0 10.7 133.5 132.7 65.7 40.4 49.5 30.3
./. 0,
%o
Gross Net Exch. Ex E:::" Exp.
Est. Est. Issues bt | 00
Total for the Sector Half FY 2015/16 m" Est.
Development 20.6 20.2 1.4 22 70 | 107
Recurrent 133.5 132.7 65.7 40.4 49.5 30.3
154.0 | 1529 672 | 426 | 439 | 27.6
Total

Source: MDAs and National Treasury

During the first half of FY 2015/16, the total exchequer issues to the sector amounted to Kshs.67.2
billion representing 43.9 per cent of the annual net estimates. The development exchequer issues

were Kshs. 1.4 billion, representing 7.0 per cent of the annual development net estimates while
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recurrent exchequer issues to the sector amounted to Kshs 65.7 billion, and represented 49.5 per

cent of the annual recurrent net estimates.

Five MDAs, namely; the State Department for Interior, the State Department for Coordination of
National Government, the Office of the Attorney General and Department of Justice, the Judiciary,
and the Directorate of Public Prosecution received development exchequer issues out of the
sector’s fifteen MDAs. The Office of the Attorney General receiving the highest development

exchequer issues to its annual net estimates at 50.0 per cent.

On recurrent exchequer issues, the Commission for the Implementation of the Constitution
(CIC) received the highest proportion of annual recurrent exchequer issues to its net estimates at
100.0 per cent. This 1s attributed to the expiry of CIC’s term in December 2015 which implied
that budget allocation to CIC was only for the first six months of FY 2015/16. The Judicial
Service Commission received the lowest proportion of its annual recurrent exchequer issues to

net estimates at 20.0 per cent

The total expenditure for the sector in the first half year of FY 2015/16 was Kshs.42.6 billion,
representing an absorption rate of 27.6 per cent of the gross estimates. The development
expenditure was Kshs.2.2 billion, representing an absorption rate of 10.7 per cent of the gross
development estimates while total recurrent expenditure was Kshs.40.4 billion, representing an

absorption rate of 30.3 per cent of the annual gross recurrent estimates.

The CIC recorded the highest proportion of recurrent expenditure to gross estimates at 90.0 per
cent while the Judicial Service Commission recorded the lowest proportion at 24.0 per cent.
From the analysis, the development expenditure by IEBC of Kshs.100 million was on electoral

processes support and reforms project funded by the United Nations Development Programme
(UNDP)

Figure 5.12 shows governance, justice, law and order (GJLOS) sector exchequer issues for the

period July to December 2015.
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Figure 5.12: Governance, Justice, Law and Order Sector (GJLOS) Exchequer Issues for

the period July to December 2015 (Kshs. Billions)
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5.7 Health Sector

The Health sector has one ministry, namely, Ministry of Health which discharges its function
through eight Semi-Autonomous Government Agencies (SAGAs) namely; Kenyatta National
Hospital (KNH), Moi Teaching and Referral Hospital, Kenya Medical Research Institute
(KEMRI), Kenya Medical Supplies Agency (KEMSA), Kenya Medical Training College
(KMTC), National Health Insurance Fund (NHIF), National AIDS Control Council (NACC) and
HIV & AIDS Equity Tribunal. The SAGAs are specialized in health service delivery; medical
research and training; procurement and distribution of drugs; and financing through health
insurance. The sector 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.

Figure 5.13 shows budgetary allocation trend for the Health Sector for the period FY 2012/13 to
FY 2015/16

Figure 5.13: Budgetary Allocation Trend Health Sector FY 2012/13 — FY 2015/16 (Kshs.

Billion)
92
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Source: National Treasury

The annual budgetary allocation to the sector in the FY 2015/16 was Kshs.59.2 billion representing
2.7 per cent of the total national budget, which is an increase compared to Kshs.54.2 billion
allocated in FY 2014/15. The FY 2015/16 allocation comprised of Kshs.30.7 billion (51.8 per
cent) for development expenditure and Kshs.28.5 billion (48.2 per cent) for recurrent expenditure.
Figure 5.15 shows the health sector exchequer issues for the period July — December 2015.
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Figure 5.14: Health Sector Exchequer Issues for the period July — December 2015 (Kshs.

Billion)
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Source: National Treasury

Table 5.7 presents the analysis of exchequer issues and expenditure for the period under review

for the health sector

Table 5.7:  Health Sector - Analysis of Exchequer Issues and Expenditure for the Period

July to December 2015 (Kshs. Billions)

Half Year - FY 2015/16 Development Half Year FY 2015/16 — Recurrent
% %
Exch. | % Exp % Exch. .
VOTE GE:.:. Net Est. EI::: Exp. Issues to G. Gl;:s Net Est. Exl " Exp. Issues to :)x(g
to Net Est Net Est. Est \
Ministry of = =
Heslih 30.7 19.6 6.1 5.0 31.0 16.2 28.5 245 13.8 10.0 56.3 35.1
Total o Wk 4 0 31.0 16.2 o shs 13.8 10.0 56.3 35.1
0, o
Gross Exch % ek Ex
Total for the Sector Half Year FY 2014/15 Net Est. 4 | pxp. | Issuesto | 0
Est. Issues to G.
Net Est. .
Est.
Development 30.7 19.6 6.1 5.0 31.0 16.2
28.5 24.5 13.8 10.0 56.3 35.1
Recurrent
Total 59.2 442 19.8 15.0 449 253

Source: MDAs and National Treasury
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In the first half of FY 2015/16, the sector received exchequer issues amounting to Kshs.19.8
billion or 44.9 per cent of the sector’s annual net estimate. Development exchequer issues
amounted to Kshs.6.1 billion; representing 31.0 per cent of the net development estimates while
the recurrent exchequer issues amounted to Kshs.13.8 billion, representing 56.3 per cent of the

annual net recurrent estimates.

The total expenditure for the sector in the period under review was Kshs.15.0 billion, representing
an absorption rate of 25.3 per cent of the annual gross estimates. The development expenditure was
Kshs.5.0 billion, representing an absorption rate of 16.2 per cent of the annual gross development
estimates while recurrent expenditure was Kshs.10.0 billion, representing 35.1 per cent of the

annual gross recurrent estimates.

5.8 Public Adminis ration and International Relations (PAIR) Sector

The Public Administration and International Relations (PAIR) sector comprises of the following
ministries/departments; The Presidency, Ministry of Devolution and Planning, Ministry of
Foreign Affairs and International Trade, 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,
and monitoring and evaluation of government projects. In addition, it links all other sectors with
the rest of the world on matters of international treaties, agreements, co-operation and resource

mobilization.

Figure 5.15: Trends in Budgetary Allocation for the PAIR Sector for the period FY 2012/13
- FY 2015/16 (Kshs. Billions)
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Source: National Treasury
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The annual budgetary allocation for the sector in FY 2015/16 was Kshs.243.4 billion which

represents 10.9 per cent of national total budget, an increase from Kshs.196.9 billion allocated

in FY 2014/15.

Figure 5.17 shows PAIR sector exchequer issues for the period July to December 2015.

Figure 5.16: PAIR Sector Exchequer Issues — July to December 2015 (Kshs. Billions)
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Table 5.8 shows the PAIR sector -analysis of exchequer issues and expenditure for the Period

July to December 2015.
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Table 5.8: PAIR Sector - Analysis of Exchequer Issues
July to December 2015 (Kshs. Billions)

and Expenditure for the Period

Source: MDAs and National Treasury

S
Half Year FY 2015/16-Recurrent
% of Yo of
Gross Ex xch. Exp.
Net Est. s Exp. % g
Est. Issues to Net to G.
The Presidency 18 18 03 0.4 16.7 221, 59 3.1 29 52.5 483
State
Department for 617 602 | 223 251 37.9 07| 55 19.6 10.8 9.4 55.1 47.5
Planning
State
Department for | g, 53 20 1.6 37.8 170 | 54 23 10 0.8 435 34.8
Devolution
Ministry
of Foreign
Affairs and 1.4 13 0.5 0.1 2E2 &k | 12.1 63 2.6 %A ke
International
Trade
The National
Treasury 498 | 336 |54 8.1 6.1 1631 32 | 432 132 142 306 28
Parliamentary
Service 32 32 | o8 0.9 250 e T 8.9 6.9 26 T3 e
Commission
National
Assembly 152|152 44 T s
Commuission
on Revenue 66.7 66.7
. - . . . 03 03 0.2 0.2
Allocation
Public Service
Commission 0.2 0.2 0.002 0.04 L0 s 1.1 1.1 0.5 0.5 e i
Salaries and
Remuqer:;non ) ) ) A 0.7 07 02 02 28.6 28.6
Commission
Auditor
General 0.4 0.4 0.1 - 230 Ll 3.7 3.6 1.4 1.1 e s
Controller of
Budget - - - - 0.6 06 02 0.1 434 Lo
Commission on
Administrative | ) . ) 05 05 02 0.2 40.0 40.0
Justice
A RS i A‘.‘;; ?,;.-{}“ B btj ATy 3
Yo of Yo 0F
Gross | Net | Exch. Exch. Exp.
Total for the Sector- Half Year 2015/16 Exp.
ighac: Est. | Est | Issues | P | toNet| toG.
Development 1279 1061 | 310 36.3 30.1 283
Recyrrent 1ss g
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In the first half year of FY 2015/16, exchequer issues to the sector amounted to Kshs.80.2 billion
which represented 36.4 per cent of the sector’s annual net estimates. The development exchequer
issues were Kshs.31.9 billion or 30.1 per cent of the net annual development estimates while the
recurrent exchequer issues was Kshs.48.3 billion representing 42.4 per cent of the net annual

estimates.

The Ministyr of Foreign Affairs received the highest proportion of development exchequer 1ssues
to annual development net estimates at 38.5 per cent while The Public Service Commission
had the lowest proportion of development exchequer issues at 1.0 per cent. The Parliamentary
Service Commission had the highest proportion of exchequer issues to recurrent net estimates
at 77.5per cent, while The Salaries and Remuneration Commission had the lowest proportion of

recurrent exchequer issues to its annual recurrent net estimates at 28.6per cent.

The allocation for development expenditure was Kshs.127.9 billion which is 52.5 per cent while

recurrent expenditure was Kshs.115.5 billion, which is 47.5 per cent of the sector’s budget.

The State Department for Planning had the highest allocation for development expenditure at
Kshs.61.7 billion while the Public Service Commission had the lowest allocation at Kshs.0.2
billion. On recurrent expenditure allocations, the National Treasury had the highest allocation at
Kshs.43.2 billion while the Commission on Revenue Allocation (CRA) had the lowest allocation
at Kshs.0.3 billion
The total expenditure for the sector in the first half year of FY 2015/16 was Kshs.74.6 billion,
" repl -esenting an absorption rate of 30.6 per cent. Development expenditure was Kshs.36.3 billion
represerifing an absorption rate of 28.3 per cent while recurrent expenditure was Kshs.38.3 billion

represehtiri‘g 33.2 per cent of the annual recurrent budget.

The State Department for Planning had the highest absorption rate on development expenditure at
~40.7 per cent while the Office of the Auditor General did notreport any expenditure on development
activities. The Presidency recorded the highest recurrent expenditure as a proportion to its gross
| . annual estimates at 48.3 per cent while the Controlier of budget had the lowest proportion at 16.7

pet ; cent.

5.9 Natio nal‘Security Sector

This sector ccmprises of the Ministry of Defence and the National Intelligence Services (NIS).
The mandate of this sector is to safeguard the security of the country against any threats emanating
both from within amd outside the borders, defend the country and provide support to civil power

in n:aintaining peace and order. Figure 5.19 shows the budgetary allocation trend for the national
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security sector for the period FY 2012/13 — FY 2015/16.

Figure 5.17: Budgetary Allocation Trend National Security Sector FY 2012/13 -FY 2015/16
(Kshs. Billion)
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The annual budgetary allocation for the sector in the FY 2015/16 was Kshs.112.5 billion
representing 5.0 per cent of the total national budget an increase compared to 90.7 billion allocated
in FY 2014/15. The allocation comprised of Kshs.92.3 billion (82.1 per cent) to the Ministry of
Defence and Kshs.20.1 billion (17.9 per cent) to the National Intelligence Services (NIS)

National Security Sector - Analysis of Exchequer Issues and Expenditure for

the Period July to December 2015 (Kshs. Billions)

Table 5.9:

Source: MDAs and National Treasury

In the first half of FY 2015/16, the total exchequer issues to the sector amounted to ' Kshs.51 4
billion, representing 45.7 per cent of the annual net estimates. The recurrent excheq uer issues to
the Ministry of Defence amounted to Kshs.41.9 billion representing 45.3 per cent of the recurrent
net estimates. The National Intelligence Services (NIS) received Kshs.9.6 billior/which translated

!

to 47.6 per cent of its net annual recurrent estimates
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The total expenditure for the sector during the first quarter FY 2015/16 was Kshs.51.5 billion,
representing 45.8 per cent of the net anr.ual budget. The expenditure for the Ministry of Defence
was Kshs.42.1 billion representing 45.5 per cent of the net annual budget and that for the NIS was
Kshs.9.4 billion, representing 46.8 per cent of the net annual budget. .

%10 Social Protection, Culture and Recreation Sector

This sector comprises of the Ministry of Sports, Culture and Arts, and the Ministry of Labour
Social Security and Services. The sector contributes to Kenya’s development through promotion
of harmonious industrial relations, safety and health at workplaces, employment promotion,
industrial training, productivity management, national human resource planning and development,
social security and children welfare and social development. Figure 5.23 shows the budgetary

allocation trend for the social protection, culture and recreation sector for the period FY 2012/13

—FY 2015/16.

Figure 5.18: Budgetary Allocation Trend Social Protection, Culture and Recreation Sector

FY 2012/13 — FY 2015/16 (Kshs. Billion)
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The annu budgetary allocation for the sector in the FY 2015/16 was Kshs.31.5 billion representing
1.4 per cenyf the gross national budget, an increase compared to Kshs.24.1 billion allocated in
FY 2014/15 .The allocation comprised of Kshs.19.2 billion (61.0 per cent) for development
expenditure andK shs.12.3 billion (39.0 per cent) for recurrent expenditure.

::TIDNAL GOVERNMENT BUDGET IMPLEMENTATION REVIEW REPORT
LF YEAR, FY 2015/16



OFFICE OF THE CONTROLLER OF BUDGET

Figure 5.19:Social Protection, Culture and Recreation Sector Exchequer Issues July -
September 2015 (Kshs. Billions)
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The Ministry of Labour Social Security and Services received the highest proportion of
development exchequer issues to its net annual development estimates at 9.6 per cent while the
Ministry of Sports, Culture and Arts received 3 per cent of only. Table 5.10 shows the social
protection, culture and recreation sector - analysis of exchequer issues and expenditure for the
period July to December 2015.

Table 5.10:  Social Protection, Culture and Recreation Sector - Analysis of Exchequer
Issues and Expenditure for the Period July to December 2015 (Kshs. Billions)
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The Ministry of Sports, Culture and Arts received the highest proportion of the recurrent exchequer
issues at 62.1 per cent of its annual recurrent net estimates and the Ministry of Labour, Social

Security and Services received the lowest proportion at 41.3 per cent.

The total expenditure for the sector during the first quarter FY 2015/16 was Kshs.11.4 billion,
representing an absorption rate of 36.2 per cent of the gross estimates. Development expenditure
amounted to Kshs.6.3 billion, representing an absorption rate of 32.7 per cent of the gross
development estimates while the recurrent expenditure was Kshs.5.1 billion, representing 41.5

per cent of the annual recurrent budget.

The Ministry of Labour, Social Security and Services recorded the highest absorption rate of
its annual development budget at 34.0 per cent while the Ministry of Sports, Culture and Arts
recorded absorption of 25.0 per cent. Also the Ministry of Sports, Culture and Arts recorded the
highest percentage expenditure of its annual recurrent budget at 55.2 per cent while the Ministry

of Labour, Social Security and Services recorded 37.7 per cent.
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6 HALF YEAR - FY 2015/16 BUDGET PERFORMANCE
BY PROGRAMMES

6.1 Introduction

This chapter presents analysis of MDAs budget performance based on programmes to be
implemented in the F'Y 2015/16. The chapter also gives detailed information on how funds were
allocated to the various programmes within the ministries/departments for both recurrent and

development expenditure. It provides implementation status for the programmes under each

MDAs. The sectors are presented in an alphabetical order.

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

The analysis of AR & UD sector programmes for the period under review is presented in table 6.1.

Table 6.1:  Analysis of AR &UD Sector Programmes, July to December 2015
(Kshs. Billions)
Ay oGl A | Do Exp R EED L ¢ o < PRl
Est. Gross Est. Half Half Year SO ATy AT o T
VOTE Programme FY : ) o, | HalfYear Absorption
1% ¢ 2015/16 &S, PEIABEAR o la 'FY 2015/16 |  Rate (%)
2015/16 ¢ 2015/16 2015/16 2015/16 o 3
Land Policy and Planning 4.6 2.1 6.8 1.7 0.46 22 32.4
Housing Development and :
Human 7.2 0.5 7.6 2.9 0.04 2.9 38.2
Settlement
Ministry of Government Buildings 1.3 0.3 L5 0.6 0.03 0.6 40.0
Land Housing Coastline Infrastructure and
and Urban Pedestrian 0.4 0.05 0.45 0.1 0.01 0.1 32
development Access
Usbauiand Metropolitan 14.0 03 143 3.2 0.05 33 23.1
Development
General Administration
Planning and 0.5 0.5 1.1 0.1 0.18 0.3 213
Support Services
General Administration
Planning and 0.5 11 1.6 0.2 0.5 0.7 43.8
Support Services
State Crop Development and 6.6 6.2 12.8 05 2.8 33 258
Department for Marfagefnent _
Agriculture Agribusiness and Information 3.4 0.2 3.6 3.4 0.1 35 97.2
Management . . : i . )
Irrigation and Drainage - '
Infrastructure 15.7 0.8 16.5 49 0.2 5.1 30.8
State Livestock Resources
Department for | Management and 5.2 1.9 7.1 0.9 0.6 L5 21.1
Livestock Development
Seate Fisheries Devel t and
Department for | , Sreries Development an 3.1 1.4 45 0.9 0.5 1.4 311
Fisheries Management i
Nahon.al.Land Land Administration and 0.4 11 L5 0.1 0.6 0.7 46.7
commission Management
Total ‘ 63.0 16.7 79.7 119,64} 4 Suesl6i0 256

Source: MDAs and National Treasury
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In the FY 2015/16, the AR&UD sector was allocated Kshs.79.7 billion comprising of Kshs.63.0
billion (79.1 per cent) for development activities and Kshs.16.7 billion (20.9 per cent) for recurrent

expenditure to fund 14 programmes.

The Irrigation and Drainage Infrastructure programme under the State Department for Agriculture
received the highest budgetary allocation at Kshs.16.5 billion, which accounted for 20.8 per cent
of the total budgetary allocation to the sector while the Coastline, Infrastructure and Pedestrian
Access under the Ministry of Land Housing and Urban Developmentreceived the lowest allocation

at Kshs.0.45 billion, which accounted for 0.006 per cent of the total budgetary allocation for the

sector.

The total expenditure for the sector during the period July to December 2015 was Kshs.25.6
billion or an absorption rate of 32.1 per cent. It comprised of Kshs.19.6 billion for development
expenditure, accounting for an absorption rate of 31.1 per cent of the annual budget estimates for
development programmes and Kshs.6.0 billion on recurrent expenditure, representing 36.0 per

cent of its annual-recurrent budget.

Analysis of programme performance shows that the Agribusiness and Information Management
programme under the State Department for Agriculture recorded the highest proportion of
programme expenditure to its annual budget estimates at 97.2 per cent while the Coastling
Infrastructure and Pedestrian Access had the lowest proportion of programme expenditure at 3.2

per cent.

6.3 Education Sector

The analysis of Education sector programmes for the period under the review is presented in

table 6.2.
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Table 6.2:  Analysis of Education Sector Programmes, July to December 2015
(Kshs. Billions)

Dev.Exp | Rec.Exp | o | .
: Dev. Est. Rec. Est | Total Gross efvl’alfxl’ . elcl. alf P Exp Programme
VOTE Programme FY FY Est. YearFY | YearFY Half Absorption
ey 2015/16 | 2015/16 | FY 2015/16 : Year FY | Rate (%)
" ¥ 2015/16 | 2015/16 g Pe Aenerai
- 2015/16 :
Primary Education 18.9 16.9 35.8 0.2 4.7 438 13.5
State Secondary Education 13 335 34.8 0.2 10.7 11.0 31.7
Department :
for Education | Quality Assurance and 0.9 48 5.7 0.4 1.0 1.4 24.6
Standards
General Administration,
Planning and 1.3 4.0 54 0.0 1.0 1.0 18.5
Support Services
University Education 8.0 54.5 62.5 24 18.8 212 339
Technical Vocational
State Educifion and Treiiing 5.6 2.5 8.1 1.5 0.8 23 28.4
Department :
for Sci Research, Science,
or M Technology and 0.4 1.0 14 s 0.4 0.4 28.6
an Innovation
Technology — -
General Administration,
Planning and - 1.4 1.4 - 0.3 0.32 2219
Support Services
VEACHERRSSOTIES -l 1743 1743 - 859 | 859 49.3
Management
. 8
Teachers Governance and Standards : 02 0.2 - 01| o1 50.0
Service -
Commission General Administration, :
Planning and 0.2 6.7 6.9 - 24 24 34.8
Support Services
Total 36.7 299.6 336.3 4.7 126 130.7 38.9

Source: MDAs and National Treasury

The Education sector was allocated Kshs.336.3 billion comprising of Kshs.36.7 billion (10.9
per cent) for development programmes and Kshs.299.6 billion (89.1 per cent) for recurrent

programmes for the F'Y 2015/16 to fund 12 programmes

The Teacher Resource Management programme under the Teacher Service Commission received
the highest budgetary allocation at Kshs.174.3 billion (51.9 per cent of the total budget allocation
for the sector) while the Governance and Standards Programme received the lowest allocation at
Kshs.0.2 Billion (0.0006 per cent of the total budget allocation for the sector).

Total expenditure for the sector in the first half of FY 2015/16 amounted to Kshs.130.7 billion
comprising of development expenditure of Kshs.4.7 billion, representing an ahsorption rate of
12.8 per cent of the aninual development budget estimates and Kshs.126.0 billion on recurrent

expenditure, representing 42.1 per cent of its annual recurrent budget.
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Analysis of programme performance shows that the Governance and Standards under the
Teachers Service Commission recorded the highest proportion of programme expenditure to its
annual budget estimates at 50.0 per cent while the Primary Education Programme under the State

Department for Education had the lowest proportion of expenditure at 13.5 per cent.

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

Sector

The analysis of the Energy, Infrastructure and Information Communications Technology sector

programmes for the period under the review is presented in table 6.3.

Table 6.3:  Analysis of EI & ICT Sector Programmes, July to December 2015
(Kshs. Billions)
General Administration, Flanning 0.4 03 0.7 0.0 0.1 0.1 143
and Support Services
Rail Transport 147.0 -| 1470 526 0.0 52.6 35.8
State ] ] -
Department of | Marine Transport B2 0.6 8.8 0.0 02 0.2 ;
rt
L & Air Transport 26 44 7.0 0.1 0.1 02 2.9
Government Clearing Services 0.1 - 0.1 0.0 0.0 0.0 0.0
Road Safety 03 0.5 0.8 02 02 04 50.0
State
Department of Road Transport 104.0 30.0 134.0 19.5 0.8 20.3 15.2
Infrastructure :
General Admirisiration(Elammg 0.6 1.0 16 0.1 0.4 0.5 313
- and Support Services
inistry of Information And Communication
Inforsaation, Seres 1.7 1.8 35 03 0.6 0.8 22.9
communication | p. o\ fedia Skills Development 0.1 02 0.4 0.1 0.1 02 50.0
and Technology '
ICT Infrastructure Development 6.5 0.1 6.6 1.7 0.0 1.7 25.8
Gepenl idmitisfiticn Planning 0.3 0.3 06 0.0 0.1 0.1 16.7
and Support Services
Power Generation 273 0.7 28.1 0.6 0.4 1.0 3.8
Ministry o cp
energy and g?sv;:;lll‘:iaxonlsnusmon o 62.0 08| 629 6.7 04 71 11.3
Petroleum
Alternative Energy Technologies 0.1 0.8 0.9 0.0 0.1 0.1 11.1
Exploration and Distribution of
Oil and Gas 2.0 0.0 2.0 0.1 0.0 0.1 5.0
Total T 3638 | 408 | 4047 820| 34| 854 21.1

Sovrce: MDAs and National Treasury
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InFY 2015/16, the EI & ICT sector was allocated Kshs.407.7 billion to implement 16 programmes.
The allocation comprised of Kshs.363.8 billion (89.9 per cent) for development expenditure and
Kshs.40.8 billion (10.1 per cent) as recurrent expenditure allocation..

The Rail Transport programme had the highest allocation of Kshs.147.0 billion (36.3 per cent of
the total budget allocation for the sector) while the Government Clearing Services programmes,
had the lowest allocation of Kshs.0.1 billion (0.002 per cent of the total budget allocation for the
sector).

In the first half of FY 2015/16, the total expenditure for sector programmes amounted to Kshs.85.4
billion, translating to absorption rate of 21.1 per cent of the annual budgetary allocation. This
expenditure comprised of Kshs.82.0 billion spent on development activities, representing an
absorption rate of 22.5 per cent of the total development budget for the programmes and Kshs.3.4
billion on recurrent activities, which was 8.3 per cent of the annual recurrent budget.

The Road Safety Programme under the State Department of Transport and the Mass Media Skills
Development under the Ministry of Information Communication and Technology had the‘highest
absorption rate at-50.0 per cent of the total sector’s annual budget for programmes while the
Government Clearing Services Programme reported no expenditure as of 31* December 2015.

6.5 Environment Protection, Water and Natural Resources Sector

The analysis of Environment Protection, Water and Natural Resources sector programmes for the

period under the review is presented in table 6.4.

Table 6.4:  Analysis of Environmental Protection, Water and Natural Resources Sector,
July to December 2015 (Kshs. Billions)

e ot 2
e G g € i o8 ] 2
General Administration, .
Planning and 0.0 0.6 0.6 0.0 0.4 04 66.7
| Support Services . >
State Department I T o T
for Environment Environment and Natural
and Natural Resources Management and 72 11.1 18.4 0.6 23 2.9 15.8
Resources ) protection
Meteorological Services ' 1.0 L1 21 03 05 J 0.8 38.1
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Rec. Total
b |one |2 | 2o | S| B L
'VOTE Programme l;‘;Yt' %;.t Est. Half ‘H{‘" Bay Alnorg'ﬂon
ear Year DR
201516 | 201516 | FY | YearFY | gy FY Reiee)
2015/16 | 2015/16 —‘ S5 e Ay
2015/16 | 2015/16
General Administration , -
Planning and Support Services 0.2 0.7 0.8 0.1 0.2 0.3 375
State Department
for Water and Water Resources Management 34.9 3.0 37.9 44 0.4 4.8 13.8
Regional Services
Integrated Regional
Development Bk 05 &0 0.8 0.3 1.1 27.6
General Administration
Planning and 0.1 0.3 0.4 0.0 0.1 0.1 25.0
Support Services
Ministry of Mining | ReS0UICes Surveys and 0.7 02 0.9 0.0 0.1 0.1 11.1
Remote Sensing ’ ’ ’ ’ ) ’ '
Mineral Resources
Management 0.7 02 0.9 0.0 0.1 0.1 11.1
Total 45.2 17.8 63.0 6.2 43 10.6 16.7

Source: The National Treasury and MDAs

In the FY 2015/16, the budgetary allocation to the sector was Kshs.63.0 billion for
implementing 10 programmes. This comprised of Kshs.45.2 billion (71.8 per cent) for

development programmes and Kshs.17.8 billion (28.2 per cent) for recurrent expenditure..

The Water Resources Management programme under the State Department for Water and
Regional Services received the highest budgetary allocation at Kshs.37.9 billion (60.2
per cent of the total Vbudget allocation for the sector) while the General Administration,
Planning and Support Services programme under the Ministry of Mining received the
lowest budgetary allocation at Kshs.0.4billion (0.006 per cent of the total budget allocation

for thee sector).

The total expenditure for the sector in the first half of FY 2015/16 amounted to Kshs.10.6
billion comprising of development expenditure of Kshs.6.2 billion, representing an
absorption raté of 13.7 per cent of the annual development budget and Kshs.4.3 billion on

recrrrent expenditure, representing 24.4 pér cent of the annual recurrent budget.
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The General Administration Planning and Support Services programme under the State

Department for Environment and Natural Resources recorded the highest proportion of

programme expenditure to its total annual budget at 66.7 per cent while the Resources

Surveys and Remote Sensing programme and Mineral Resource Management under the

Ministry of Mining recorded the lowest proportion at 11.1 per cent.

6.6 General Economic and Commercial Affairs (GECA) Sector

The analysis of General Economic and Commercial Affairs sector programmes for the period

under the review is presented in table 6.5.

Table 6.5:

Analysis of the GECA Sector Programmes July to December 2015 (Kshs.

Billions)
: : bt Rec. :Tbtal k5
Dev. | felotal Dey. e Exp Exp P
o £ R O e o B R SR
VOTE Programme ; LSTFY - Est. Half r Absorption
i FY ! f - Year Year s
: 2015/16 FY | Year FY J * Rate (%)
| e P 2015/16 | 201516 | FY EXs e
o ST T | 201516 | 2015116 5
General Administration 0.01 0.3 03] 0004 0.2 02 66.7
Planning and Support Services
Ministry of Industrial Development and N 7 2 1 65.6
Industrialization Tnvediments 3.9 0. 4. 1.91 0. 2. S
and Enterprise
Development ;
veop Standards and Business 11 2.1 33 1.04 0.6 16 485
Incubation
Cooperative Development and 0.8 02 10| 002 0.1 0.1 10.0
Management
State Department ) : ;
for East African IE{”?AfI}CIa?A“?FS id 0.1 17 1.8 ; 0.7 0.7 388
Affairs egional Integration
Tourism Development and 73 13 86| 108 0.6 17 19.8
Promotion :
State Department | Trade Development and 04 10 14 003 04 04 28.6
for Commerce Promotion
and Tourism
‘ General Administration,
Planning and Support Services 0.1 0.6 0.7 0.033 0.2 02 28.636.1
Total 14.2 7.1 21.3 4.1 3.0 7.1 33.4

Source: MDAs and National Treasury
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In the FY 2015/16, the sector was allocated Kshs.21.3 billion for implementing 9 programmes
This allocation comprised of Kshs.14.2 billion (66.5 per cent) for development programmes
and Kshs.7.1 billion (33.5 per cent) for recurrent programmes. The Tourism Development
and Promotion programme under the State Department for Commerce and Tourism received
the highest budget allocation at Kshs.8.6 billion (40.4 per cent of the total budget allocation
for thé sector) while the General Administration, Planning and Support under the Ministry of
Industrialization and Enterprise Development received the lowest allocation at Kshs.0.3 billion

(0.01per cent of the total budget allocation for the sector).

The total expenditure for this sector’s programmes in the first half of FY 2015/16 was
Kshs.7. 1billion, which translated to an absorption rate of 33.4 per cent. This expenditure comprised
of Kshs.4.1 billion on development programmes, translating to an absorption rate of 29.1 per cent
of the total annual development budget and Kshs.3.0 billion on recurrent programmes which

translated to 41.9 per cent of the total annual recurrent budget.

The General Administration Planning and Support Services under the Ministry of Industrialization
recorded the highest absorption rates at 66.7 per cent, while, the Tourism Development and
Promotion programme under the State Department for Commerce and Tourism had the least

absorption rate at 19.8 per cent of the total annual budget for the programme.

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

The analysis of Governance, Justice, Law and Order sector programmes for the period under the

review is presented in table 6.6.
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Table 6.6:  Analysis of GJLOs Sector Programmes July to December 2015 (Kshs. Billions)
5 £ ek | Rec. Total 5
i Total i s ’ v B r
oy : 2 {r et Rec. Est | Grdes | evacrP | LIERRL ! Exp. ’  Programme
y : 3 b Estr G g ! Half | Half Half | 3
t » Ny . FY 2015/15 it FY i Year FY | Year | Year,© .} 75 Rate (%)
e : 20‘1,5_{1‘6 o e rah 2015/16 £42015/16 T REN G | Y S e
3 bR AR : {20156 | 201516 | |
Policing services 11.9 69.8 81.7 1.1 17.5 18.6 22.7
Planning, policy
State Department for ggr(:,ri(:glsanon and Support 0.6 13.1 13.7 0 4.6 4.6 33.6
Interior — [
et 0.1 0.7 0.9 - 0.1 0.1 1.1
ervices
oopeation Management 1.7 44 6.1 03 14 1.7 27.9
ervices
Correctional services 0.5 9.7 10.1 0.1 5.5 5.52 54.7
State Department General Administration,
for Coordination of Planning and 0.02 02 02 0 0.05 0 0.0
National Government Support Services
Betting Control, Licencing
and regulation Services 0.002 0.03 0.04 - 0.02 0 0.0
' Legal Services 0.04 1.6 1.6 = -0.0005 0.5 0.5 31.3
Office of the Attorney = Govemance, Legal Training ‘
General and And Constitutional Affairs 02 .8 20 . 06 06 30.0

| Department of Justice | General Administration,

Planning and 04 | 0.7 1.1 - 0.4 04 | 36.4
Support Services
The Judiciary | Dispensation of Justice 4.1 12.6 16.7 0.6 54 6 36.0

" Ethics and Anti- | ’

. Corruption | Ethics and Anti-Corruption 0.3 23 2.6 - 0.9 0.9 34.6

| Commission :

. gﬁfiec(gmlsum“tgz:sf Public Prosecution Services 0.3 2.0 22 | 0 0.5 0.5 ! 2271 .
Commissions for the . - .
Implementation of the | Icmg‘senfuet‘i“"“m or the - 03 03 - 03 03 100.0 |

| Constitution 0 - :

Office of the Registrar = Registration, Regulation and ) .
of Political Parties Funding of Political Parties - 03 €3 - 0= e _e
Witness Protection - ; ‘ ; aal
Authority Witness Protection - 0.4 04 - 02 02 50.0 | |

' Kenya National . .
| Commission of Human g Otecn%l} ant(: Fromation.of - 0.5 0.5 - 0.2 0.2 40.0 |

_Rights uman Righ
Independent Electoral i
and Boundaries e e 0.1 42 43 0.1 14 1.5 349,
Commission ocesses
Judicial Service . . .

Cinkiaisiion Dispensation of Justice - 0.5 0.5 - 0.1 0.1 20.0
: : : National Police Service
Sational Police Service | gman Resource - 04 o4 - 02 02 50.0
Management
. < Promotion of Gender
National Gender and | p 0.,y and Freedom from : 0.3 0.3 - 04 014 46.7
Equality Commission Di o
Independent Police - . .
Oversight Authority Policing Oversight Services - 0.4 04 - 02 02 50.0
1 $ N ! ’ ¢
Total 206 1335 154 | 404 426 | 27.6

22 |

Source: MDAs and Natzonal T reasury
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The GJLOS sector was allocated Kshs.154.0 billion in the FY 2015/16 to implement 22
programmes. The allocation comprised of Kshs.20.6 billion (13.4 per cent) for development
expenditure and Kshs.133.5 billion (86.6 per cent) for recurrent activities

The Policing Services programme under the State Department for Interior received the highest
allocation at Kshs.81.7 billion which accounted for 53.1 per cent of the total annual budget for
the sector while the Betting Control, Licencing and Regulation Services programme under the
State Department for Coordination of National Government received the lowest allocation at
Kshs.0.04 billion, translating to 0.0003 per cent.

The total expenditure for the sector in the first half of FY 2015/16 was Kshs.42.6 billion
comprising of development expenditure of Kshs.2.2 billion million, representing an absorption
rate of 10.5 per cent of the annual development budget, and Kshs.40.4 billion on recurrent

expenditure, representing 30.3 per cent of the annual recurrent budget.

Further analysis of the programme performance shows that the expenditure on the Implementation
of the Constitution programme by the Commissions for the Implementation of the Constitution
constituted the highest proportion of programme expenditure to annual budget at 100.0 per
cent while the General Administration Planning and Support Services and the Betting Control,

Licencing and Regulation both under State Department for Coordination of National Government

did not incur.

6.8 Health Sector

Table 6.7 presents an analysis of the health sector programmes for the period July to December

2015.

Table 6.7:  Analysis of Health Sector Programmes July to December 2015 (Kshs. Billions)

: 40 : ‘ ch.Exp Exp | me: es ;
VOTE | Programme 357 ha gy 4 H‘_‘g“' ““g“' Aot |
l . i 2015'.16,'{ 20150821 T ERatal 2015716 L 2015/16 f OISTer ) el |

o TS I A R i S R ekl L (RO 7 S ek |
Preventive & Promotive ‘ : ‘ o |

Health SerV1ces 5.9 1.3 7.1 02 04 0.6 8.5 |

'Curatlve Health Servxces ! 72 | 16.3 235 | 2.0 6.4 84 | 35.8
HcalthResearchand . T H 7 ] P e |

Ministry DCVC}meent 0.3 52 ! 5.5 0.1 25 1 2? | ) 47.? |
of Health  5enera) Administration, | |
Planning & Support 9.5 57 15.1 03 0.8 11 7.3 |

Ser\rlces - i ) | |

Maternal and Child Health 79 00 80 | 23 0.0 23| 288

5 ““’“""’ R f~'f'~'l"'m IW % ) TR T RS A T R R R L Rt BT "‘i
Total § | 07, 285 59.2 so| - 100f 150 253 |

i 3= il Ol e L e (el ety

£ EE

Source MDAs and Nattonal T reasury
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The Health sector was allocated Kshs.59.2 billion to fund 5 programmes in the FY 2015/16.

The allocation comprised of Kshs.30.7 billion (51.9 per cent) for development programmes and
Kshs.28.5 billion (48.1 per cent) for recurrent programmes.

The Curative Health Services programme received the highest allocation at Kshs.23.5 billion
(39.7per cent of the total annual allocation for the sector) while the Health Research and
Development programme had the lowest allocation at Kshs.5.5 billion (9.2 per cent of the sector’s
total annual allocation).

The total expenditure for the sector in the first half of FY 2015/16 amounted to Kshs.15.0 billion
comprising of Kshs.5.0 billion as development expenditure or an absorption rate of 16.3 per cent
of sector’s development budget and Kshs.10.0 billion on recurrent expenditure, representing 35.1
~ per cent of the total annual recurrent budget.

Analysis of the programme performance shows that the Health Research and Development
programme recorded the highest proportion of programme expenditure to its annual budget at

47.3 per cent, followed by the Curative Health Services at 35.8 per cent, while the General
Administration, Planning and Support programme had the lowest proportion at 7.3 per cent.

6.9 Public Administration and International Relations (PAIR) Sector

The analysis of Public Administration and International Relations sector programmes for the

period under the review is presented in table 6.8.

Table 6.8:  Analysis of PAIR Sector Programmes July to December 2015 (Kshs. Billions)

Cabinet Affairs

The Presidency | Government Advisory Services - 0.5 0.5 0.0 02 02 40.0
State House Affairs 0.5 2.5 3.0 02 14 1.5 50.
Deputy President Services 02 1.8 2.0 0.04 0.8 0.8 :‘40.0
= oo oL ey e o] 396 | L1| 407 18| 05| 184| ., 453
Planning
Natiqnal Statistical Information 15 18 33 07 0.9 6|7 485

State Services

Department for o . . /

Planning Monitoring and Evaluation Services 0.2 0.0 0.2 0.05 0.0 0.1 50.0
General Administration Planning g
and 0.1 0.7 0.8 0.1 0.2 03 375
Support Services '
Public Service Transformation 0.6 7.7 83 0.2 6.3 6.5 78.3
Gender & Youth Empowerment 19.8 84 282 6.1 15 7.6 26.9
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. & DevEst | R | Grow | FXb | PEP | TEP | Progr
VOTE Programme - FY FY Est. | oo Hal | LR tic
| a0y ie 2015/16 20§;1 o X FY ;‘% %
x R | e 2015/16 | 2015/16 | 2 shi%’
Devolution Services - 0.9 0.9 - 04 04
State . e
Department for Special Initiatives 3.1 0.6 3.7 0.9 0.1 1.0 27.0
Devolution General Administration, Planning
and - 0.3 0.3 - 0.1 0.1 33.3
Support Services
Accelerated ASAL Development 6.3 0.6 6.9 0.7 0.2 0.9 13.0
General Administration Planning
Ministry and 0.7 35 42 02 1.6 1.8 42.9
of Foreign Support Services
affairs and : . .
Tutersdtionsl Foreign Relation and Diplomacy 0.7 9.0 9.7 -0.1 0.9 0.8 8.2
Trade .
Internat_lonal Trade and Investments ) 07 07 ) 0.1 01 143
Promotion
General Administration Planning
and 47 37.6 423 0.9 12.7 13.6 32.1
Support Services
The National
Treasury | Public Financial Management $2| 41| 473 71| 11| 82 174
Economic and Financial Policy
Formulation 1.9 12 3.1 0.1 02 03 9.7
and Management
Market Competition 0.1 0.3 04 0.03 02 02 50
National Legislation, Representation } 04 04 0 0 0.0
. and Oversight -
Parliamentary
Service Senate Affairs 04 35 3.9 14 14 35.9
pa g - :
ommISSIOn - e neral Administration, Planning
-and 29 5 79 0.9 1.1 2 25.3
Support Services
National National Legislation, Representation ) } ,
Assembly and Oversight 15.2 15.2 34 34 | 22.4
Commission Inter-Governmental Revenue and
on Revenue Financial - 0.3 0.3 - 0.2 02 66.7
Allocation Matters
General Administration, Planning o
and 0.2 0.8 1 0.04 04 0.4 40.0
Support Services
Public Service
Gomtiligslon | 12 Resowrce anagemicit £nd S| 02| 02 01| o1 50.0
Development
Governance and National Values - 0.1 0.1 ; 0.04 0.04 40.0
gm'ies and . ;
Refnpperston | coueaent Remncration Sl 07| 07 Sl 02| 02 28.6
o Management
Commi.ssion
Amdisgr Audit Services 04| 37| 4l S BN S B 26.8
General
= .
Controller of Control and Management of Public ; 06 0.6 _ 01 0.1 16.7
Budget finances
Commission on -
Administrative | Promotion of Administrative Justice - 0.5 0.5 - 0.2 02 40.0
Justice :
Total : 127.9 1155 | 2434 36.3 38.3 74.6 30.6

Source: MDAs and National Treasury
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The Public Administration and International Relations (PAIR) sector was allocated Kshs.243.4
billion in the FY 2015/16 to implement 31 programmes. This allocation comprised of Kshs.127.9
billion (52.6 per cent) for development programmes and Kshs.115.6 billion (47.4 per cent) for

recurrent activities.

Analysis of programme budget allocations indicates that the Public Financial Management
programme under the National Treasury received the highest budgetary allocation at Kshs.47.3
billion which was 19.4 per cent of the sector’s annual allocation while the Governance and
National Values programme under the Public Service Commission received the lowest allocation

at Kshs.0.1 billion, translating to 0.04 per cent.

The total expenditure for the sector in the first half of FY 2015/16 amounted to Kshs.74.6 billion
comprising of Kshs.36.3 billion in development expenditure, representing an absorption rate of
28.3 per cent of the sector’s development budget and Kshs.38.3 billion on recurrent expenditure,

which represented 33.2 per cent of the annual recurrent budget.

Further analysis of the programme performance shows that the Public Service Transformation
programnie under the State Department for Planning recorded the highest proportion of
programme expenditure to its annual budget at 78.3 per cent while the National Legislation,
Representation and Oversight programme under the Parliamentary Service Commission did not

have any proportion of expenditure.

6.10 National Security Sector

The analysis of National Security sector programmes for the period under the review is presented
in table 6.9.

-«

| 1

Table 6.9:  National Security Sector Programmes July to December 2015 (Kshs. Billions) | |

S sk
. Est. g el
¢ zoiylﬁ .2015-/'l§ 5/16 i,"?‘i ";ki"« ;?’.FZYY "’i
= B e | * | 2015716 | 201516 |
Defence 0.04 90.3 90.3 0.0 41.0 41.0 45.4
Ministry of s
Diefeiice C1v1l_.A1d - 0.5 0.5 - 0.2 02 40.0
General Adrmnjst_ration, Planning ; 16 16 ) 08 T08 50.0
and Support Services
National ) g
Intelligence | National Security Intelligence - 20.1 20.1 - 94 9.4 46.8
Service g
T:_‘(-,;ij!. £ Fx . % ¥ A % ¥l
+iTotal ¥R S A 0.04 112.5 112.5 - 514 514 45.8

Source: MDAs and National Treasury
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The National Security sector was allocated Kshs.112.54 billion to fund 4 programmes in FY
2015/16. This allocation comprised of Kshs.0.04 billion (0.0004 per cent) for development
expenditure and Kshs.112.5 billion (99.96 per cent) for recurrent expenditure. The Defence
programme and the Civil Aid programme both under the Ministry of Defence received the highest
and lowest allocation at Kshs.90.3 billion (80.2 per cent of the total allocation for the sector) and

Kshs.0.5 billion (0.004 per cent of the total allocation for the sector) respectively.

The total expenditure for the sector in the half year of FY 2015/16 was for recurrent expenditure «
only and amounted to Kshs.51.5 billion, representing 45.8 per cent of the total annual budget for
the sector. Further analysis of programme performance showed that the General Administration
Planning and Support under the Ministry of Defence spent a total of Kshs.0.8 billion representing
the highest proportion of programme expenditure to its annual budget at 50.0 per cent.

6.11 Social Protection, Culture and Recreation Sector

Table 6.10 presents an analysis of the social protection, culture and recreation sector programme

for the period July to December 2015.

Table 6.10: Analysis of Social Protection, Culture and Recreation Sector Programme, July—

Sports

Culture
Ministry -
of Sports, | TheArts
Cultureand [
Arts Library Services
*General Administtion, Planning
- and Support Services
Promotion of the Best Labour
 Practice
Manpower Development,
[ . Employment and
My'nistry Productivity Management
of Lubour |~ e
Socral Social Development and Children
Security and | Services
Services
National Social Safety Net
General Administration Planning

December 2015 (Kshs. Billions)

04

03

06 |

34

11
06 |

0.9

35 |

19.1 |

0.6

12 |
03 |

07

and Support Services

01

0.4

14 412
0.4 05 45.5
02 02 333
03| 03] 25.0
02! 02 66.7
02 02 286
021 03 333 |
10 14 0.0
18 67 350

Souarce: M.

As and National Treasury
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The Social Protection, Culture and Recreation sector was allocated Kshs.31.5 billion to fund 10
programmes in FY 2015/16. The allocation comprised of Kshs.19.2 billion (61.0 per cent) for
development programmes and Kshs.12.3 billion (39.0 per cent) for recurrent programmes.

The National Social Safety Net programme under the Ministry of Labour, Social Security and
Services received the highest budgetary allocation at Kshs.19.1 billion (60.6 per cent of the total
annual budget allocation to the sector) while the General Administration, Planning and Support
Services programme under the Ministry of Sports, Culture and Arts received the lowest allocation
at Kshs.0.32 billion (1.0 per cent of the total annual budget allocation to the sector).

Total expenditure for fhe sector in the first half of FY 2015/16 amounted to Kshs.11.4 billion
comprising of Kshs.6.3 billion spent on development programmes representing an absorption rate
of 32.7 per cent of the sector’s development budget and Kshs.5.1 billion on recurrent expenditure,

which represented 41.8 per cent of the total annual recurrent budget.

Further analysis of programme performance showed that the General Administration, Planning
and Support Services programme under the Ministry of Sports, Culture and Arts recorded the
highest proportion of programme expenditure to its annual budget at 66.7 per cent while the
Library Services programme under the same ministry had the lowest proportion of programme
expenditure at 25.0 per cent.
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7 KEY ISSUES, RECOMMENDATIONS AND CONCLUSION

7.1 Introduction

Budget implementation in the first half year of FY 2015/16 was faced with various challenges.
This chapter highlights the key issues that negatively affected budget implementation during
the period under review. Recommendations aimed at addressing the issues in order to improve

budget implementation by the MDA are also presented.

7.2 Issues and Recommendations

7.2.1 Low outturn of donor funding

In the FY 2015/16, the National Treasury targeted to mobilize Kshs.349.32 billion from
development partners to finance development projects. By the end of the first half of FY 2015/16,
the disbursements from development partners were Kshs. 85 billion or 24.3 per cent of the annual

gross estimates, against an expected out- turn of Kshs. 174.65 billion or 50 per cent of the annual

gross estimates in the first half of the year.

The low outturn of donor funding is largely as a result of non-fulfilment of donor requirements
and delay in procurement by the implementing MDAs. This has led to delay in implementation

of planned activities and hence, affected achievement of developmental goals.

The National Treasury should ensure timely fulfilment of donor conditions to facilitate timely
disbursement of funds by the development partners. .

7.2.2 Delay in release of aevelopment funds by the National Treasury

During the first half of FY 2015/16, the total exchequer releases towards development expenditure
totalled Kshs.110.4 billion representing 14.3 per cent of the annual net estimates. This is a low
percentage considering that athalfyear, total exchequer releases towards development expenditure

should be approximately 50 per cent of the annual net estimates.

There is therefore, need for the National Treasury to release funds to the MDAs based on their

cash flow projections and work plans.
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7.2.3 Non-disclosure of Appropriations-in-Aid in the IFMIS generated Reports

Article 12(1)(e) of the constitution requires the National Treasury to design and prescribe
an efficient financial management system for the national and county governments to ensure
transparent financial management and standard financial reporting. The National Treasury has

prescribed IFMIS for use by all national government entities and the counties.

The IFMIS adequately captures transfers to the MDAS and expenditure. However, it does not
capture A-I-A generated by MDAS. Therefore, financial reports generated from the system are

incomplete.

The National Treasury should modify IFMIS to ensure that A-I-A generated by MDAS is captured
and disclosed in the IFMIS reports. This will ensure completeness of the financial reports.
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8 CONCLUSION

This report provides information on the progress made in implementation of the budget by MDAs
in the first half of FY 2015/16. It reviews the macro-economic environment in which the budget
was implemented. The report further compares performance in relation to the annual revenue
and expenditure targets. The 2015 Budget Policy Statements is used to provide vital background

information on the government’s expenditure objectives.

Overall, the report revealed mixed performance in budget implementation. Total exchequer
releases to MDAs and the County Governments amounted to Kshs.771.30 billion, representing
42.6 per cent of the annual net estimates. Recurrent expenditure received the highest proportion
of the exchequer issues at 72.8 per cent, development exchequer issues stood at 14.3 per cent
while 12.9 per cent of the exchequer issues went to County Governments.

The total expenditure by the MDAs was Kshs. 684.5 billion, representing 30.6 per cent of the
approved estimates of Ksh.2,234 billion. In absolute amounts, this was a slight improvement
compared to the total expenditure of Kshs.629.1 billion but a decline when compared to 34.1 per
cent of the approved budget of Kshs.1,840.1 billion in the first half of FY 2014/15. Development
expenditure was Kshs.166.2 billion representing an absorption rate of 23 per cent, a decline
compared to 26. 1 per cent recorded in the same period of FY 2014/15 when Kshs.129.2 billion
was spent on development activities. Recurrent expenditure was Kshs.518.3 billion comprising
of Kshs.230.2 billion (44.4per cent of gross estimate) and Kshs.288.1 billion (55.6 per cent of
the gross estimates) for Consolidated Fund Services (CFS) and recurrent expenditure by MDA,

respectively.

The report indicates that there were delays in release of development funds to implementing
entities which, affected implementation of planned activities. This delay was attributed to low
revenue collected by the Kenya Revenue Authority and the need to prioritize release of funds
towards Consolidated Fund Services (CFS), particularly debt repayment. About 52.2 per cent of
the total exchequer issues were released towards CFS. These pressures resulted in low absorption
of development expenditure at 23 per cent, which was below the 50 per cent target for the first
half of FY 2015/16. Some MDAs did not receive any funding for development programmes in
the first half of the FY 2015/16, which may affect achievement of the country’s developmental
goals. There is therefore, need to explore ways of mobilizing more resources. The National
Treasury should also introduce austerity measures to reduce unnecessary public expenditure and

encourage expenditure on development activities.

The Office api)lauds the consistent use of IFMIS by MDAs, which has enhanced accountability
and transparency in public financial management. However, the frequent down time of the system
should be addressed to ensure effectiveness. This will also ensure appropriate execution of the

approved budget.
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z  ANNEXIL MDAs Development Expenditure — July to December 2015 (Kshs)
= —
m]
W MDAs Development Expenditure
= i
n]
a
<
m
b
4 1 : ) Qo
m D1011 The Presidency 1,846,129.798 1,846,129,798 321,000,000 355.789.012 17% 19%
pA
4 % i [ 0
. D1021 State Department for Interior 14,296122.356 14,200,122,356 700,000,000 1374613257 5% 10%
c S .
State Department for Coordination of National
®) bl P 0, 0,
m T Government 1,011,000,000 LOLE000:000 70,200,000 63,277,101 1% Lt
|.
- 3 0, 0,
M D1031 State Department for Planning 61.713,146,934 60,218,095,064 22.793,118,965 25.089.054.669 38% 41%
2
m ) i 9 9
M D1032 State Department for Devolution 9.388,650,310 5,322,417,760 2,012,603 855 1.629.196.519 38% 17%
4
— in 1 1 3 0, 0,
» D1051 Ministry of Foreign Affairs 1.401,850,000 1,349,150,000 502,300,000 137.044.993 37% 10%
o .
o, 30
M D1061 State Department for Education 22.408,280,160 21,356,204,460 545,815,940 770.668.850 3% 3%
m State Department for Higher Education, Science
< 2 - ) 0
m Dige2 and Technology 14,047,318,227 11,086,018.227 3.906,481,922 s 2800
b3
1 o, o,
N D1071 The National Treasury 49.769.897 696 33,568,291,200 5.392.187.900 8.121.523.944 16% 16%
T
o ini o o
M D1081 Ministry of Health 30.664,366,834 19,648,428,3814 6,084,701 290 4.971.073.495 31% 16%
0, OO
D1091 State Department for Infrastructure 104,012,542 686 62,266,034,686 31,166,201 305 10.492.453 682 50% 19%
2 9 339
D1092 State Uﬂumn:.:a:” for Transport 158,455 285,915 5,337,970,456 1293,757 838 $2.820.011.555 24% 33%
State Department for Environment & Natural o 57
Dl1101 Risoiioes 8.285,721,671 5,191,308,490 953,977 230 867,864,974 18% 10%
State Department for Water & Regional 5 o o
BIOE Authorities 35,448,105,500 16,358,513.500 2,638,290,835 5,284,790,561 14% D%
Ministry of Land, Housing, and Urban o 210
LA Development 28,118,632,530 23;608,119:030 7,400,916,000 8,693,323,734 31% AL
Ministry of Information & Communication and & " 26
B2l Technology 8,943,097,566 512,097 500 1,848,599,490 2,129,709,795 36% e
ini 0, 0,
D1131 Ministry of Sports Culture and Arts 3,641.370,680 3,550,400,000 106,600,000 042.258.632 3% 26%
int 1 1 1 0, 340
Dl1141 Ministry of Labour Social moo::Q.w:a Services 15,579,713.200 15,578,313,290 1,500,000,000 $333.706.054 10% 4%
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MDAs Development Expenditure
70 68 12, 10
(il

Dl1151 Ministry of Energy and Petroleum wnvﬂwkwa,ﬁq 28:970,161,900 12,305.961,680 7.524.076.252 42% 8%
Dl161 State Department for Agriculture 26,152,665.191 20,412,053,968 6,366.749.290 9.016,548.413 31% 34%
Dl1162 State Department for Livestock 5,170,792,079 3,801,694,598 1,082,949,408 886,376,889 28% 17%
Dl1163 State Department for Fisheries 3,139.232.762 2,139,232,762 385,534,975 §57.817 202 18% 27%
A WMMMMN“MH@:&&&N&SB R 6,265,050,302 2:236,862,058 1,865,309,940 2,980,511,232 1% e
D1181 State Department for Commerce & Tourism 7.789.898,400 7,789,898,400 1,296,500,000 1.145.496 417 17% 15%
D1182 State Department for East African Affairs 115,000,000 50,000,000 ) ) 88% 0%
Dl1191 Ministry of Mining 1,496,321 429 1,474,000,000 44,200,000 61,644,979 6% 4%
DL25I Mu%m%hwmﬂmmsa ftomey Generel nd Department 549,928,571 241,900,000 89,800,000 77,557,125 % s
Digol The Judiciary 4,063,770,000 SO TTOL00 552,012,225 575,408,032 e 5%
D1271 Ethics & Anti-Corruption Commission 300,000,000 300,000,000 5 = 0% 0%
D1291 Directorate of Public Prosecutions 254,000,000 254,000,000 4,700,000 i 2% 0%
D2021 National Land Commission 439,200,000 439,200,000 12,400,000 132,204,610 3% 30%
2031 W%MWMHMM Fiectoral and Boundaries 98,000,000 000 ) 63,000,000- - =
D2041 Parliamentary Service Commission 3,200,000,000 3,200,000,000 821,000,000 875,552,748 26% 27%
D2071 Public Service Commission 166,831,450 166,831,450 21,000,000 43.449.173 13% 26%
D2091 Teachers Service Commission 200,000,000 200,000,000 - - 0% 0%
D2111 Auditor General 402,183,176 402,183,176 60,000,000 - 15% 0%

TOTAL 721,288,541,960 389,080,903,609 110.238,388.166 166,231,487,621 28% 23%
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