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FOREWORD

The Office of the Controller of Budget (OCOB) is pleased to present the Annual Budget Implementation

Review Report (BIRR) for the Financial Year (FY) 20l4l15.It covers the period July 2014 to June 2015

and has been prepared in fulfilment ofArticle 228(6) of the Constitution of Kenya, which requires OCOB

to submit to both Houses of Parliament a report on the implementation of the budgets of the National and

County governments every four months.

The report has been prepared at a time when the Government has intensified the fight against comrption,

which will boost prudent and responsible use of public money as envisaged in Article 201 of Constitution

of Kenya, 2010. Further, this renewed fight against comrption will enhance confidence in public institutions

and also improve service delivery to Kenyans.

This report examines budget implementation by the National Government Ministries, Departments and

Agencies (MDAs), and provides analysis of revenue, expendifure, and program performance. The analyses

contained in this report are based on exchequer issues to the MDAs, expenditure reports generated from

the Integrated Financial Management System (IFMIS) and financial reports from the MDAs. The report

also highlights the challenges that faced budget implementation during the reporting period and makes

recommendations to address these challenges. MDAs are expected to implement these recommendations in

order to ensure optimal budget execution.

Through release of quarterly BIRRs, the Office endeavours to promote efficient and effective financial

management in the public sector. Further, the Office remains steadfast in ensuring that information on

budget implementation is publicized to the members of the public and they are given an opportunity to

interrogate how public funds are being utilised. The report is also intended to create awareness among

legislators, policy makers and all other stakeholders. I therefore urge the readers of this report to take an

active interest in budget formulation, implementation, and, the monitoring and evaluation of implemented

activities. By taking an active interest in the budget cycle, stakeholders will contribute towards ensuring

that public funds are used prudently and the Government delivers on its objectives and promises to the

citizenry.

Mrs. Agnes Odhiambo

Controller of Budget
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EXECUTIVE SUMMARY

This is the Annual Budget Implementation Review Report by the Office ofthe Controller of Budget (OCOB)

for the FY 2014115, covering the period July 2014 to June 2015. The report has been prepared in fulfilment

of Article 228 of the Constitution which requires the office 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 on the implementation of the budgets every four months.

In the FY 2014115, implementation of the budget has been faced with a myriad of challenges ranging from

security threats from terrorists, adverse weather conditions in the first quarter of 20 I 5 and weakening of the

Kenya hilling against the US Dollar. The report reviews the underlying factors that affected the economy

in FY 20l4l15 and the macro-economic environment in which the budget was implemented; revenue and

expenditure outturn by the MDAs and some of the major development activities undertaken by MDAs. The

report also identifies the challenges that faced budget implementation by the National government entities.

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

economy is estimated to have expanded by 5.3 per cent in the year 2014, a decline compared to a growth

of 5.7 per cent achieved in 2013. In the first quarter of 2015, the economy grew by 4.9 per. However, the

economy has been resilient regardless of the challenges facing the Country and the World at large.

In the l2-month period of FY 2014115, the overall inflation rate stood at7.03 per cent, a marginal decline

compared to 7 .39 per cent in FY 2013/14. The reporting period's lowest inflation rate of 5.53 per cent was

recorded in February 2015.In general, the slight decline in overall inflation rate from FY 2013/14 was

attributed to reduction in pump prices of petrol, diesel and kerosene, and favourable weather conditions in

the March to June period that eased food and agricultural commodity prices.

In the reporting period, the Kenya shilling recorded mixed performance against the world major currencies.

It weakened against the US Dollar, which, according to the Central Bank of Kenya (CBK) was due to the

strengthening of the US Dollar in the global curency market. By the end of June,20l5, the shilling was

trading at 97 .7 , 109.7 and at 148.58 against the World's major currencies - the USD, Euro and the Sterling

Pound, respectively.

In the FY 2014115, the cumulative revenue received by the National Treasury (NT) was Kshs.1,594.6

billion against the revised annual target of Kshs.1,523.1 billion representing a performance rate of 104.7

per cent. This was a growth of 24.5 per cent compared to FY 2013114 where cumulative revenue stood

at Kshs.l,280.5 billion. The Tax Income category was the main source of revenue contributing a total of
Kshs.l,050.9 billion, which was 65.9 per cent of the total revenue.

ANNUAL NATIONAL EtrVERNMENT BUDEET
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The total exchequer issues released to MDAs and the County Governments in FY 20l4ll5 amounted to

Kshs.l,594.5 billion and represented a 24.6 per cent growth compared to the exchequer issues in FY

2013l14 of Kshs.l,279.6 billion. The exchequer issues for the reporting period comprised of Kshs.640.3

billion towards recurrent expenditure, Kshs.454.5 billion to Consolidated Fund Services (CFS), Kshs.270.3

billion towards development expenditure, and Kshs.229.3 billion to the County Governments.

Cumulatively, the expenditure by the MDAs in FY 2014115 amounted to Kshs. 1,373.6 billion, and was

65.0 per cent of the approved budget of Ksh.2,112.5 billion. The total expenditure by the MDAs grew by

20.6 per cent from Kshs.l,l39 biltion spent in the FY 20l3ll4.lt comprised of; (i) recurrent expenditure

of Kshs.623.2 bittion representing an absorption rate of 84.6 per cent compared toKshs.587.l billion

(absorption rate of 87.3 per cent) spent in FY 2013114, (ii) development expenditure of Kshs.3l8.7 billion

representing an absorption rate of 45.8 per centcompared to Kshs.24l.l billion (absorption rate of 52.0

per cent) spent in the last financial year, and (iii) Consolidated Fund Services expenditure of Kshs.431.7

billion representing an absorption rate of 98.8 per cent, and a significant increase from Kshs.3l0.8 billion

(absorption rate of ll7 per cent) achieved in FY 2013114.

During FY 2014115, absorption of both development and recurrent expenditure declined from the FY

20l3ll4 performance. The absorption of development expenditure declined from 52.0 per cent to 45.8 per

cent while recurrent expenditure declined fromS7.3 per cent to 84.6 per cent.

Some of the key challenges that faced budget implementation are; low absorption of development funds,

high public debt position, delay in release of funds by the National Treasury and approval of Supplementary

Budgets too close to end of the financial year, such that, there is inadequate time for implementation of

the approved activities. Another challenge was, delay in submission of financial reports by MDAs to the

OCOB. Appropriate recommendations have been made to overcome these challenges.

As mandated by the Constitution, the OCOB will continue to provide regular information on budget

implementation by publishing and publicizing quarterly BIRRs and sensitizing members of the public on

budget implementation through public forums as provided for in Section 39(8) of the PFM, Act,2ll2.Itis

hoped that this information will enable stakeholders to engage MDAs from an informed point of view and

contribute towards effective budget implementation.
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KEY HIGHLIGHTS
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FY 20t4lt5 Twelve Months Exchequer lssue
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Trend in Recurrent and Development Expenditure FY 201U12 to FY 20t4ll5
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I

I.O INTRODUCTION

This is the Annual Budget Implementation Review Report (BIRR) for FY 20l4ll5 issued by the Office

of the Controller of Budget (OCOB). The report is prepared in fulfillment of Articl e 228 (4) and Article

228 (6) of the Constitution, and Section 39(8) of the Public Finance Management (PFM) Act,2012.lt

highlights the status of budget execution by the National Government entities in the period July 2014 to

June 201 5.

This report provides a review of revenue and expenditure perforrnance by the National Government

entities and informs Parliament and other stakeholders on how public funds have been spent. It is

also useful to the public at large in holding the Executive to account for the use of public funds. The

Executive will be able to assess and evaluate performance in budget implementation by MDAs which

will subsequently inform formulation of development plans and budgets. .

The report is arranged as follows; Chapter two highlights the macro-economic environment in FY

2014115. The macro-economic indicators discussed include; the inflation rate, economic growth,

exchange rates and interest rates. These indicators influence budget performance as they directly

affect revenue collection, expenditure, and other financial indicators. Chapter three provides analysis

of financial performance for the period under review and compares revenue and expenditure against

target and similar period of FY 2013/14. The revenue by the National Treasury (NT) and the Kenya

Revenue Authority (KRA) are discussed separately. Exchequer issues, Donor releases, Consolidated

Fund Services (CFS) and overall Government budget performance are also discussed in this chapter.

Chapter fourpresents program performance under each ofthe ten sectors. The sectors have been organized

in line with the Classification of Functions of Government (COFOG) structure and are disaggregated

and presented by programme. The key challenges that affected budget implementation during the

reporting period have been identified and appropriate recommendations made. The recommendations

are presented in Chapter five and are aimed at improving budget implementation and also enhance

prudent use of public funds. Chapter six provides the conclusion.

ANNUAL NATIONAL EiTVERNMENT BUDGET
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2.O MACRO.ECONOMIC HIGHLICHTS

During FY 2014115, the Kenya Government laid emphasis on the need to achieve economic growth through

"Economic Trans.formationfor Shared Prosperity" to realize the fiscal strategies for attaining impressive

economic performance. The Government intended to realize impressive economic performance through

continuous growth in Infrastructure, Agriculture and the Manufacturing sector. Further, the government

focused on maintaining strong revenue generation efforts, shifting composition of expenditure from

recurrent to development expenditure and ensuring no wastage on public funds.

Overall, the FY 2}l4l15 budget focused on maintaining a stable macro-economic environment so as to

attractmore investors as well as enhance favorable business environment and sound monetary policies.

2.1 Economic Growth

In the FY20 l4ll5,Kenyawas reclassifiedas amiddle-income country aftera statistical reassessment increased

the size of the economy by 25 per cent. This reassessment was based on 5-year average of 2009 to 2013,

with Gross Domestic Product (GDP) expanding to Kshs.4.76 trillion from Kshs.3.8 trillion, making Kenya

the continent's ninth biggest economy in Africa, and fifth biggest in sub-Saharan Africa.

According to the 2015 Economic Survey report released by KNBS, Kenya's economy expanded by 5.3

per cent in 2014, a decline compared to a growth of 5.7 per cent 2013. During the first quarter of 201 5, the

economy grew by 4.9 per cent, which is an improvement compared to a growth of 4.7 per cent realized

in the same period of 2014. The growth of 4.9 percent in the first quarter of 2015 has been attributed

to expansion in the Construction; Finance and Insurance; Information and Communication; Electricity

Supply; Transport; Wholesale and Retail trade sectors. All the sectors of the economy recorded positive

growth of varying magnitudes with the exception of the accommodation and food services sector whose

growth contracted. This was the fifth consecutive decline in the growth ofthe accommodation and food

services sector which is mainly attributed to low hotel occupancy rates arising from decline in tourism due

to insecurity concerns by foreign tourists. Figure 2.1 shows the trend in economic growth in the last four

ANNUAL NATIONAL GtrVERNMENT BUDEET
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Figure 2.1: Quarterly GDP Growth Rates for the period 2011-2015

Source: KNBS

2.2 Inflation

In FY 2014115, the Country's inflation rate fluctuated from a high of8.36 per cent recorded in August, 2014

and a low of5.53 per cent in January 2015. The l2month average inflation rate was 6.63 percent which was

within the allowable margin of 5 per cent as projected in the 2014 Budget Policy Statement (BPS). This was

a slight decline compared to the 12 month average of 7 .39 per centre corded in FY 2013114. In June 2015,

the overall inflation rate stood at7 .03 per cent, which, according to data released by KNBS is attributed to

increase in the food and non-alcoholic drinks index.

re2.2: Overall Month on Month Inflation Rates and the Annual Inflation Rate

Soarce: KNBS
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2.3 Exchange Rate

During FY 2014115, the Kenya Shilling exchange rate displayed mixed performance against major World

currencies namely; the US Dollar, the Sterling Pound, and the Euro. Towards the end of the financial year,

the Kenya Shilling weakened against these currencies and all East African Community (EAC) currencies.

Since April 2015, the Kenya Shilling has come under pressure against the US dollar, which the CBK has

attributed to the strengthening of the US Dollar in the global currency market, reflecting a recovery of

United States economy.

As at July z}l4,the shilling traded at 87.8 against US Dollar and weakened by I1.3 per cent to exchange at

97.70 in June 2015. The Shilling also weakened against the Sterling Pound to trade at 152.16 in June 2015

compared to 148.58 in July 2014. However, it strengthened against the Euro by 6.7 per cent and traded

at109.70 in June, 20l5compared to lll.64 in July 2014.

The weakening of the Kenya Shilling against the world major currencies is likely to negatively affect prices

of goods and services given that the Country is a net importer of capital goods.

Figure 2.3: Kenya Shilling Exchange Rate for the Period July 2014 to June 2015
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2.4 Interest Rates

During the reporting period, the lowest interest rate that CBK charged on overnight lending to Commercial

Banks (commonly referred as Central Bank Rate(CBR)) remained constant for the first 1l months at 8.5

per cent but was raised in June, 2015. This rate was reviewed upward to l0 per cent by the Monetary Policy

Committee (MPC) partly due to the need to mop excess liquidity in the money market and cushion the

weakening local currency.

The Interbank Rate (the rate of interest charged on short-term loans made between banks in order to manage

liquidity), ranged from a low of 6.77 per cent in February 2015 to a high of 11.78 per cent in June, 2015.

The 9l -Day Treasury Bills (TB) yield rate averaged at 8.56 per cent.

Figure 2.4 shows various interest rates in the period July,2014 to June, 2015

Figure 2.4: Interest Rates for the Period ,r,it.' 2014 and June 2015

Source: CBK

ANNUAL NATItrNAL CtrVERNMENT BUDGET

ll
l0

9

8

7

6

5

+

3

.,

*o o*to.-"${-.*}ooooJ'-t' $'-$ ,o/

*91-DayTbill +-ColhalBank Rate

IMPLEMENTATION REVIEW REPtrRT, FY 2OI4/ I5



trFFItrE trF THE trtrNTROLLER OF BUDGET

3.0 FINANCIAL ANALYSIS FOR THE FY2O14/15
BUDGET IMPLEMENTATION

3.1 Analysis of Revenue Estimates

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

Kshs.1.37 trillion in exchequer revenue. The key sources for this revenue included; Tax income category

(Kshs.l.05 trillion), Net domestic borrowing (Kshs.l90.8 billion), Commercial Loan (Kshs.36.4 billion),

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

Other sources included Grants from Foreign Governments and International Organisations (Kshs.l0

billion), Grants from AMISOM (Kshs.6.l billion), Social Safety Net Loan (Kshs.2.0 billion) and Domestic

borrowing (Kshs.2 billion).

3.1.1 Revenue Receipts by National Treasury

During the fourth quarter of FY 2014115, National Treasury revised the estimated revenue from Kshs.l.37

trillion to Kshs.1.52 trillion as a result of a review and increase in the expected net domestic borrowing

from Kshs.190.8l billion to Kshs.339.8l billion. Actual revenue receipts amounted to Kshs.l.59 trillion

which was 104.7 per cent of the revised estimates and24.5 per cent growth compared to the Kshs.l.28

trillion received in FY 2013114.

A review of performance by the various tax categories shows that the Tax Income category remained the

Ieading category with a performance of Kshs.1.00 trillion which was 62.8 per cent of the total revenue

collection. Net domestic Borrowing raised Kshs.292.l billion, which was 18.4 per cent of the total revenue

received.

A breakdown of performance by the various revenue categories shows that the net borrowing and commercial

loan (Sovereign Bond tap sale) and Non tax income were 202.6 per cent and 108.6 per cent respectively

of annual target. Table 3.1 shows how various revenue categories performed over the nine months period.

ANNIJAL NATIONAL GtrVERNMENT BUDGET
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Table 3.1: Statement of Actual Revenue as at the end of June 2015 (Kshs. Billion)

Source: National Treasutry 20l4/201 5

3.1.2 Revenue Collection by Kenya RevenueAuthority

During the twelve months period under review, KRA estimated to collect Kshs.l .10 trillion out of which,

Kshs.1.07 trillion was exchequer revenue. The actual revenue collected during the period was Kshs.l.07

trillion or a perforrnance of 96.7 percent when compared to annual target. Actual exchequer revenue

receipts were Kshs. I .02 trillion representin g a95.7 per cent performance. In the last two years, total revenue

collection grew by I I per cent while exchequer revenue grew by 11.2 per cent.

Analysis of revenue by category shows that the Domestic taxes category is the biggest contributor of
revenue at Kshs.49l.7 billion, or 45.9 per cent of the total revenue collection as shown in Table 3.2.

ANNUAL NATIONAL EtrVERNMENT BUDEiET

Opening Balances and Recoveries 140.67 8.82% 10.06

Total Tax Income 1,050.9 r r ,00 r .43 95.29% 62.80% 89s.44 1.84%

Total Non-Tax Income 36.21 39.31 t0856% 2.41% 33.4 17.69%

Net Domestic Borrowing 339.81 292.68 86.13% 18.35o/r 302.01 -3.09%

Loans-Foreign Govemment and

Intemational Organisation
36.19 30.31 83.76% 1.90% 28.43 6.61%

Loan-Budget Support(social Safety
Net)

s.38 3.45 64.26% 0.22%

Domestic Lending and On-
Lending

2.03 1.03 50.64% 0.06%

Grants-Foreign Government and

InternationaI Organisation
10.02 6.92 69.03% 0.43% 6.43 756%

Grants from AMISOM 6. r0 3.84 63.00% 0.240 4.69 -18.06%

Commercial Loan(Sovereign Bond
Tap Sale)

36.43 73.81 202.61% 4.63%

Commercial Loan-Exchange Gain
Net of Bank Charges

t6 0.07%

1,523.07 I,594.60 104.700h 100.00% 1280.46 24.530/"
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Table 3.2: Exchequer Revenue Performance for July2014 -June 2015 (Kshs. Million)

+8.0o1o

+12.5yo

+6.9o/o

+ll.oo/o

+11 .2o

Source: KRA FY 2014/15 Revenue Report

As shown in Table 3.2, KRA has continued to achieve a steady growth in revenue in all revenue categories

between FY 20l3l14 andFY 20141t5. However, only the transport revenue and domestic taxes revenue

categories exceeded annual targets. The Large taxpayer's office which remains single largest revenue source

attained the least performance rate of 92.4 per cent.

3.2 Exchequer Issues to MDAs and County Governments

In the FY 2014115, total exchequer issues to the MDAs and County governments was Kshs.1.59 trillion

representingg3.gpercentoftherevisednetestimates. Thisis24.6percentincreasecomparedtoKshs.l.28

trillion issued in the FY 2013ll4.This comprises of Kshs.9l0.6 billion to MDAs, Kshs.454.5 billion to

Consolidated Fund Services and Kshs.229.3 billion to the County governments, compared to Kshs.827.4

billion, Kshs.258.8 billion and Kshs.l93.4 billion issued to MDAs, CFS and County governments

respectively, in last FY 2013114. There was a marginal decline in the exchequer issues to net estimates from

94.5 per cent to 93.9 per cent recorded in FY 2014115.

ANNUAL NATIONAL GOVERNMENT BUDEiET

331,831Custom & Border Control 361,003 358.424 (2,s79) 99.3%

(33,785) 95.4o/o 628,301 +12.6yoDomestic Taxes 741,O12 707,227

(40,404) 92.4% 430,954 +l4.lyoLarge Taxpayers Office s32,064 49t,660

65, I 68 60,936 (4,232) 93.So/n 59,887 +1 .8%oMedium Taxpayers Office

137.460Domestic Taxes Regions 143,780 r s4,63l 10,851 107.5%

Transport Revenue 3,874 3,947 73 10l.9yo 3,691

1,069,598 (36,291) 96.7Vo 963,823Total 1,105,889

Exchequer Revenue 1 ,067 ,149 1,021,974 (45,17 s) 95.7% 918,983
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Fy 20t4t20t5 F Y 2013/2014

Name of the
Sector

Revlsed
Gross

Estimate
(Ksh. Bn)

/Ifrh [,n\

Revised
Net

Estitnate

Exchequer
Issues

(Ksh. Bn)

Yo of
Exch.
To Net

Estlmetes

R.evised

Gross
Estlm.te
(Ksh. Bn)

Revised
Net

Estimates
(Ksh. Bn)

Exch.
lssuer

(Ksh. Bn)

7o of Exch.
To N. Est

Agriculture,
Rural & Urban
Development

79.2 68.4 54.5 65.779.7o/o 59.3 49.4 tr3. l

Education 305.0 277.9 270.1 97 .2o/o 290.6 263.2 252 95.7

Energy,
Infrastructure
and Information
Communications
Technology (EI &
rcT)

426.3 fig.2 95.0 214.279.7Yo 100.9 79.5 78.8

Environmental
Protection, Water
and Natural
Resources

59.0 38. I 32.6 53.985 .6% 3l I 29.8 95.7

General Economic
& Commercial
Affairs (GECA)

16.6 16.2 t2.5 l2.tt3%77 l2. r I l.t3 97.5

Covemance,
Justice, Law and
Order (CJLOS)

150.9 t49.7 t32.8 88.7% l3 1.9 r30.6 128.s 98.3

The Health 54.1 42.9 34.0 4t.779.4o/o 3,1.-3 29.7 tt6 7

Public
Administration
and Intemational
Relations

218.9 196.6 162.3 180.982 .5 % 149.4 139.6 93.5

The Sociat
Protection, Culture
and Recreation

2s.2 24.8 22.9 20.792 .4Y. l9.tt 17.2 86.9

National Security 97.9 97.9 93.7 93.895.7% 93.8 89.9 95.8

Sub-Total for
MDAs

1,433.1 1,031.8 9t0.6 I,136.288.3 894.6 827.4 92.5

Sub-Total
Consolidated
Fund Services

436.9 436.9 454.5 104.0 265.4 265.4 258.8 97.5

County
Governments

242.4 229.3 229.3 210.0I00.4 193.4 193.4 100

Table 3.3: Total Exch uer Issues, FY 20l4ll5 billion
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3.3 Recurrent Exchequer Issues By Sector

According to the FY 2}l4ll5 Supplementary Budget II, therecurrent estimateswere Kshs.l.l7

trillionconsisting of Kshs.736.7 billion to the MDAs and Kshs.436.9 billion forCFS.

The total exchequer issues for recurrent expenditure were Kshs.l.09 triliion iepresenting94 per cent of

revised net estimates. The total recurrent exchequer issues to MDAs were Kshs.540.3 billicn,;epresenting

94.8 per cent of the revised net estimates, a decline from 97 .4 per cent recorded in the FY20l 3/14. Exchequer

issues to CFS were Kshs.454.5 billion representing 104.0 per cent of the net estimates which is a 75.6 per

cent increase from Kshs.258.8 billion issued in the FY 2013114.

From the analysis of recurrent issues, the Education Sector received the highest amount of exchequer issues

at Kshs.254.0 billion translating to 97.8 per cent of the revised net estimates. The Agriculture, Rural &

Urban Development sector had the lowest proportion of exchequer issues to revised net estimates at 88.6

per cent as illustrated in Table 3.4.

Table 3.4: Sectoral Recurrent Estimates and Exchequer issues for the FY 2014/15

Kshs. Billion

ANNUAL NATIBNAL EOVERNMENT BUDGET

FY 2013/t4Fr 2014/1s

Exch.
lssues
(Ksh.
Bn)

oh of
Exch. to
N. Est.

Yo of
Erch. to
N. Est

Gross
Est.

(Ksh.
Bn)

Net
EsL

(Ksh.
Bn)

Revlsed
Groos
Est
(rch.
RnI

Revlsed
Net Est

(KBh.
Bn)

Erch.
Issuer
(Klh.
Bn)

Name of the Sector

97.1t 6.ti 16.-117.9 t 5.9 88.6 17.918.4Agriculture, Rural & Urban Development

99 .1)t7-) 215.4259.9 254.0 97.ti 267.1280.9Education

e4.36.lt 6.47.1 6.7 94.5 27.536.2The Energy, Infrastructure and Information

Communications Technology (EI & ICT)

9.1 tt.9 97.110.6 95.2 l.l.ll6.l ll.lThe Environmental Protection, Water and

Natural Resources

1.3 9(r.-l91.2 rt.0 7.57.9 '7.9 7.2General Economic and Commercial
Affairs (GECA)

99.3''l l]0.-]137.t t26.1 92.0 ll I .6l37.ttThe Govemance, Justice, Law and Order
(cJLOS)

t9 lt r 5.8 79.t{23.5 92.7 )).729.3 25.4The Health

9(r.085.4 r,r2.099.3 91 .5 92.2 tl(r.li100.4The Public Administration and

International Relations

I t.tt r 1.3 95.'110.9 94.6 I 1.9I t.ti I 1.6Thc Social Protection. Culturc and

Rccreation

93.1. It9.9 95.897.9 93.1 95.7 93.tt97.9National Sccurity

97.4619.4 603.7675.1 640.3 94.8 672.6736.7Total

So u rca :,\' rt t i t t rt u I Tittts t l't
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3.2.2 Development Exchequer Issues By Sector

In the FY 2014115, the Development expenditure net estimate allocation was Kshs.320.9 billion which was

revised to Kshs.356.7 billion in the Supplementary Budget [I. Actual exchequer issues were Kshs.270.3

billion representing 75.8 per cent of the revised net estimates. This is 20.8 per cent increase from Kshs.223.7

billion released in the FY 2013114.

The Social Protection, Culture and Recreatio:r s;ctor received the highest proportion of exchequer issues to

net estimates of Kshs.l1.9 billion representing90.T per cent of the revised net estimates. The Governance,

Justice, Law and Order (GJLOS) received th: l:r-v:st exchequer issues to revised net estimates at 52.9 per

cent, a significant decline from 85.7 per cent reccrded in FY 2013/14 as shown in Table 3.5.

Table 3.5: Sectoral Estimates and Exchequer Issues, FY 20l4ll5 (Kshs. Billion)

So arce : Nat iona I Treasury

3.4 Appropriations In Aid (A-I-A)

In the FY 2014115, the total approved estimates for Appropriations In Aid (A-l-A) was Kshs.241.7 billion

for both recurrent ard development expenditure. This was revised in Supplementary Budget II to Kshs.401 .4

billion, which comprised of Kshs.6l.6 billion for recurrent and Kshs.339.8 billion for development

expenditure. Total A-l-A for the reporting period was Kshs.Kshs.l7.7 billon, comprising of Kshs.l2.6

billion for recurreat and Kshs.5.l billion for development expenditure as shown in Table 3.6

ANNUAL NATIONAL GOVERNMENT BUOGET

rr201{15

Nameoftae Soctor Revised
Gross
Est

Reviscd
Nst Est

Exch.
Issues

% ofExch.
to N. Est.

Agriculture, Rural & Urban
Development

60.8 50.5 38.7 76.6 47.8 42.4 JJ 77.8

Education 24.1 r 8.0 16.0 89. I 23.4 t6 6.6 4t

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

390.0 lL2.l 88.3 78.7 216.6 94.1 73.t 77.7

The Environmental Protection, Water
and Natural Resources

42.9 27 22.r 8l .7 39.8 22 20.9 94.9

General Econcmic and Commcrcial
Affairs (GECA) 8.7 8.3 5.3 64.1 4.tt 4.6 4.5 g9

The Govemance, Justice, Law and Order
(GJLOS) 13. I 12.7 6.7 52.9 10.2 9.5 8.1 85.7

The Health 24.9 t7.5 10.5 60 l8 14.4 13.9 96. l

The Public Adrrinist;e:ion and
International Relations

I 18.5 97.3 70.8 72.7 94.1 64 57.7 90.1

The Social Protection, Culture and
Recreation

13.4 13.2 r 1.9 90.7 8.ti 8.t 6 74

Totrl 696.4 356,.7 2703 75.E l-63.6 2?5.1 22t.7 813
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Table 3.6: Performance status of Appropriations In Aid in FY 20l4ll5

ActurlAIAfi(shrBodgetAIAfr(sih!")Bu&ctAIA
fibhr.)

ActulAIA
0Ghs)

9,000,000The Presidency

71,700,000366,02t,273State Department for Interior

State Department for
Coordination of National
Govemment

4,480,873;744283,400,000State Department for Planning

4,619,384,250 4.242,876,8302,000,000State Department for Devolution

t02,470,62sMinistry of Defence

69 l,075,540665,000,000Ministry of Foreign Affairs and

lntemational Trade

I ,892,080, l 574, r 33,600,000State Department for Education

4,207,600,000l 6,682,600,000
State Department for Higher
Education, Science and

Technology

t2,047,321,403The National Treasury

4,729,000,000 7,359,919,0693,861,8'76,477Ministry of Health

45,438,000,00024,363,247,812State Department for
Infrastructure

t73,208,1|,1744,407,220,490State Department for Transport

6,687,921,758 1,455,250,5082,838,241,761
State Department for
Environment & Natural
Resources

t4,423,756,9772,137,758,239State Department for Water &
Regional Authorities

614,702,7444,109,9t5,2729,414,75046,4t4,750Ministry of Lands Housing, and

Urban Development

2,200,000,00096,200,000Ministry of Information &
Communication and Technology

33,992,67010,400,000Ministry of Sports Culture and

Arts

l 60,000,00070,281,8232t4,414,480Ministry of Labour Social

Security and Services

57,056,599,38 I256,000,000Ministry of Energy and

Petroleum

05,741,399,667427,500,000State Department for Agriculture

253,872,647*6,5 r 8,I 00 402,146,20824,000,000State Department for Livestock

33,239,007299,117,70024,000,000Ministry of lndustrialization and

Enterprise Development

l,798,85330,600,000State Department for Commerce
& Tourism

65,000,000t.500,000State Department for East

African Affairs

42,500,00014,000,000Ministry of Mining

ANNUAL NATItrNAL EOVERNMENT BUDGET
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BudgctAIA
C(rhs.)

Actu.lAIA
fikhl) BodgctAIAfiihd Actu.lAIAO(ihs

Office of the Attomey General
and Department of Justice

345,000,000 305,500,000

National Intel ligence Service 1,500,000

Directorate of Public
Prosecutions

60,000 I t4,600

Commission for Implementation
of the Constitution

9,2s4,802

Registrar of Political Parties 200,000

Witness Protection Agency

Kenya National Commission
on Human Rights

National Lands Commission

Independent Electoral and

Boundaries Commission
7,000,000 2,130,215 103,680,000

Parliamentary Service
Commission

4,000,000

Judicial Service Commission

The Commission on Revenue
Allocation

t,228,593

Public Service Commission 8,000,000

Salaries & Remuneration
Commission

300.000

Teachers Service Commission 220,000,000 229,592,705

National Police Service
Commission

394,000 394,000

Auditor General I t0,000,000 t43,676,632

Controller of Budget

The Commission on
Administrative Justice

518.319

National Gender & Equality
Commission

Independent Police Oversight
Authority

TOTAL 61,593,196,194 12,58t,t73,778 339,826,3 I 8,805 5,144,691,228

Source: National Treusury and MDAs

During FY 2014115, the office noted that most MDAs did not include A-l-A in their financial reports

submitted to the OCOB. This has been highlighted in the previous Budget Implementation Review Reports

by COB and has affected accuracy of the A-l-A amount.

The National Treasury should institute appropriate measures to ensure that MDAs report on generated

A-l-A. This will enhance accountability, transparency and completeness in financial reporting.

ANNUAL NATIONAL GiOVERNMENT BUDGi ET
!MPLEMENTATTON REVTEW REPORT, Fy 2O14/15



trFFItrE trF THE trtrNTRtrLLER trF BUDEiET

3.s Pending Bills

As at June 30, 2015, forty two MDAs had accumulated pending bills amounting Kshs.lll.92 billion,

made up of Kshs.57.46 billion in recurrent expenditure and Kshs.54.46 billion in development

expenditure.

Pending bills affect the execution of the following financial year's budget. The National Treasury should

ensure timely release of exchequer issues to MDAs to avoid accumulation of pending bills at the end of a

financial year.

Table 3.7: Pending Bills for MDAs as at June 30, 2015

ANNUAL NATIONAL GiOVERNMENT BUDEiET

94,4s7,725.0094,457,725.00Rl0l The Presidency

3.107,064,643.003,107,064,643.00Rl04 Ministry of Defence

436,000,000.00330,000,000.00 106,000,000.00Ministry of Foreign Affairs and Intemational TradeRt05

2,950,503,613.00 2,950,503,61 3.00Rl07 National Treasury

3,565,032,998.85641,471,413.10 2,923,561,585.75Rl08 Ministry of Health

4,122,428,49'7 .C0 8,499,155,294.004,376,726,797 .00Rllt
Ministry of Land Housing

. and Urban Development

154,942,478.4555,642,656.05 99,299,822.40Rl 12
Ministry of Information & Communication and
Technolosv

368,587,943. I 5 548,004,390.35179,416,447.20Rl l3 Ministry of Sports Culture and Arts

678,521,989.40278,s21,989.40 400,000,000.00Ministry of Labour Social Security and ServicesRl t4

2,107,244,745.00 2,107,244,745.00Rl l5 Ministry of Energy and Petroleum

2,800,018,3 16.80494,875,785.00 2,305,142,53 1.80Ministry of Industrialization and Enterprise DevelopmentRl l7

29,063,066.3029,063,066.30Rl l9 Ministry of Mining

10,428,660.00 132,148,n2.05121,7 t9,452.05Rl20 Office of the Attomey General and Department of Justice

45,250,000.0045,250,000.00Rt2l The Judiciary

F.l22 Ethics & Anti-Comrption Commission

4,584,528.C04,584,528.00R123 National Intelligence Service

53,806,000.0053,806,000.00Rl24 Directorate of Public Prosecutions

Commission for Implementation of the ConstitutionRl25

5,424,793.005,424,793.00Rl26 Registrar of Political Parties

Rt27 Witness Protection Agency

6,t60,373,197 .753,957,225,922.40 2,203,147 ,27 5.35Rr33 State Department for Interior

6'7 |,66s,734.4567 t,665,734.45Rl34 State Department for Coordination of National
Government

4,951,716,307 .85 6,007,871,112.601,056,124,804.7 sRr35 State Department for Planning

292,000,000.c0292,0C0,CCC.t0Rl36 State Department for Devolution

79,537,632.85 79,537,632.85Rl39 State Department for Education

248,0C0,653.70 580,557,757.05332,s57, I 03.35Rr40 State Department for Higher Education, Science and

Technolosv

19,995,800,876.C062,438,944.00 19,933,361,932.C0R143 State Department for Infrastructure
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Rl,l4 State Department for Transport 39,879,000.00 396,041,521.70 435,920,521.70

Rt45 State Department for Envi:onment & Natural Resources 350,000,000.00 362,747,485.00 7t2,747,485.00

Rl46 State Departmcnt for Water & Regional Authori:ies 4,553,9 1 6,1 58.s0 4,s53,9 r 6,158.50

Rt 52 State Departmcnt for Agriculture 32,277 ,7 t6.75 4,7s,188,568.10 4,796,466,284.85

Rt53 State )epartmcnt for Livestcck 39,448,41s.75 r 28, l 70,075.00 t67,618,490.75

R 154 State Departr.rcnt for Fisheries 9,323,010.00 s70,33 r ,6 14.00 579,654,624.00

R156 State Department for East African Affairs 64,400,321.1s 64,400,321.15

Rl57 State Department for Commerce & Tourism 60,000,000.00 260,000,000.00 320,000,000.00

R20t Kenya National Commission on Human Rights r 6,573,351 .00 r 6,573,351 .00

R202 National Land Commission 40,271,000.00 40,271,000.00

R203 Independent Electoral and Boundaries Commission 1,424,360,422.75 I ,424,360,422.7 s

R204 Parliamentary Service Commrssron 300,000,000.00 300,000,000.00

R205 Judicial Service Commission 27,000,000.00 27,000,000.00

R206 The Commission on Revenue Allocation r 6,789,795.00 t6,789,795.00

R207 Public Service Commission 3 l,000,000.00 12,000,000.00 43,000,000.00

R208 Salaries & Remuneration Commission

R209 Teachers Service Commission 4,389,014,900.00 4,389,0 t4,900.00

R2l0 National Police Service Commission 28,678,831 .10 28,678,83 L l0

R2I I Auditor General 23,259,399.00 23,259,399.00

R2t2 Controller of Budget

R2r3 The Commission on Administrative Justice

R2l4 National Gender & Equality Commission

R2l5 Independent Police Oversight Authority

Sub Total 22,479,746,071,40 s4,458,954,517.30 76,938,700,588.70

CFSO5O Public Debt 34,978,500,000.00 34,978,500,000.00

CFS05 I Pensions & Gratuities

CFSO52 Salaries & Allowances

Sub Total 34,978,500,000.00 34,978,500,000.00

Grand Total 57,458,246,071.40 54,458,954,517.30 ll t,9l 7,200,588.70

reasury
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3.6 Donor Releases

In the Fy 2}l4ll5, Development Partners pledged to support the Government with total of Kshs.l87.8

billion towards development activities. This amount was later revised to Kshs.359.08 billion in the fourth

quarter of the year and comprised of Loans Revenue of Kshs.50.90 billion, Grants Revenue of Kshs. 12-31

billion, Loans AIA of Kshs.253.43 billion and Grants A-l-A of Kshs.42.38 billion.

During the year, actual disbursements from Development Partners amounted toKshs.242.O9 billion

representin g 67 .4per cent of the revised estimates and an improvement compared to 50.70 per cent of the

revised estimates of Kshs.lg3.g4 billion in FY 2013ll4. The Loans A-l-A registered the highest proportion

of cumulative disbursements at74.7 per cent while Grants Revenue registered the lowest disbursement of

38.2 per cent as shown in the Table 3.8.

Table 3.8: Summ of Grants and Loans Disbursement for FY 20l4il5 Kshs.Billion

3.7 Consolidated Fund Services (CFS)

The Consolidated Fund Services (CFS) comprises of funds allocated towards: (i) Repayment of public

debt. This includes; domestic debt, foreign debt, and defaulted government guaranteed loans, (ii) Pensions

and gratuities, and, (iii) Salaries and allcwances to Constitutional Office holders; and subscriptions to

Intemational Organisations share and capital contribution.

In the Fy 2}l4ll5 the CFS was allocated Kshs.436.89 billion comprising of:Kshs.399.3l billion for

public debt servicing; Kshs.32.36 billion for pensions and gratuities; Kshs.4.08 billion for salaries and

allowances for the Constitutional Office holders; Kshs.l .01 billion for guaranteed Debt; Kshs.500 thousand

for subscriptions to International Organizations and Kshs.l28 million for miscellaneous services.

Actual exchequer issues in FY 2014115 amounted to Kshs.454.47 billion, equivalent to 104.0 per cent of

the revised gross estimates. The exchequer issues were made up of; Kshs.4l6.2 billion issued to service

public debt, Kshs.35.08 billion for pensions and gratuities and Kshs.3.l5 billion for salaries and allowances

ANNUAL NATIONAL GOVERNMENT BUDGET
IMPLEMENTATItrN REVIEW REPORT' FY ZO14/ 15
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5t.3455.37 28.4328.93 s6.836.r9 50.90Loans Revenue

67.409.54 6.437.69 62.210.02 12.37Grants Revenue
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of Constitutional Office holders. The exchequer issues for public debt exceeded the approved estimates by

Kshs.l6.92 billion. Equally pensions and gratuities received Kshs.2.73 billion in excess of the approved

estimates.

The total expenditure for the CFS in the FY 20l4l15 amounted to Kshs.431.66 billion representing an

absorption rate of 98.8 per cent as shown in table 3.9.

Table 3.9: Cumulative Expenditure for CFS for FY 20l4ll5 (Kshs. Million)

Source: Nut ionul Trca.su4,

*Amount includes Kshs.53.2 billion paid by the National Treasury to service the S1;ndic'ated loan

** l nc lucle:; exc' hequer issues .fbr de/hulted government gudranteed loans.

ln the Third Quarter BIRR released in May 2015, the Office reported that expenditure on public debt

exceeded exchequer issues by Kshs.54.3l billion and recommended that a special audit be undertaken by

the Auditor General to verify the cause of the difference. The Office wishes to clarify that, the expenditure

of Kshs.54.3l billion included Kshs.53.2 billion in respect of the repayment of the syndicated loan from

international financial institutions, while Kshs. I billion for the redemption of maturing TB from the overdraft

account occassioned by insufficient proceeds from weekly TB auctions. The repayment of the syndicated

loan was funded by the proceeds from the Sovereign Bond.

The FY 2013l14 audit report by the Auditor General released in June 2015 confirmed that Kshs.53.2 billion

was withdrawn from an offshore special account to fund repayment of the syndicated loan. This withdrawal

was made without the approval of the Controller of Budget. However, the Auditor General determined

that the balance of the actual net proceeds from the Sovereign Bond was correctly reflected in the offshore

account and in the CBK special account.

During the reporting period, the total exchequer issues for CFS of Kshs.454.47 billion exceeded the total

approved estimates of Kshs.436.89 billion by Kshs.l7.58 billion. According to the National Treasury this

ANNUAL NATIONAL GtrVERNMENT BUDGET

Public Debt 399.31 I 399,31 I 416.234* 392.9131J 98.4 120.0

Pensions and Cratuities 32.356 32.356 35,0tt2 -r5.230 108.9 98.0

Salaries and Al lowances 4.079 4,079 3, I 50** 1.4 llr 59.3 94.0

M iscellaneous Services r28 128

lntemational Organizations 0.5 0.5

Guaranteed Loans 1,013 1,013 r,015 100.2 79.0

Total 436,888 436,888 454,470 43 1.65 r 98.8 I17.0

I irr,'rtL i tL a r: rl ' , rri'( it rrs.s

i'riilllrli.)
l JLta:

l \ lt)l I ll)1.-
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difference was mainly attributed to funding of TB redemptions from the overdraft account to cover the

shortfall in weekly TB proceeds.

3.7.1 Public Debt

As at June 2015, the public debt stock stood at Kshs.2.84 trillion and recorded a20.3 per cent growth

from Kshs.2.36 trillion as at June,20l4. The current public debt stock comprises of Kshs.l.42 trillion as

domestic debt and Kshs.l.42 trillion as foreign debt representing 53.1 of the GDP.

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

Kshs.416.23 billion. However, actual expenditure was Kshs.392.99 billion.

Figure 3.1: Public Debt Stock (June 2012 to June 2015) Kshs. Billion
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+DomesticPublic Debt +Foreign Public Debt +Total PublicDebt Stock

Source: National Treasury, Public Debt Management Ofice

3.7.L.L Domestic Debt

As at June, 2Ol5,the total domestic debt stood at Kshs.1.42 trillion, representing a growth of 10.9 per cent

from Kshs.l.28 trillion in June 2014. The total exchequer issues for servicing of domestic debt obligations

in FY 21l4ll5 amounted to Kshs.302.57 billion and consisted of Kshs.l97.37 billion for redemptions

andKshs. 1 05.20 billion for interest payments.

Actual expenditure on domestic debt was Kshs.279.5 billion comprising of Kshs.l39.7 billion towards

principal repayment and Kshs.139.7 billion towards interest payment.

3.7.L.2 Foreign Debt

The foreign debt stock as at June, 2015 was Kshs.l .42 trillion representing a growth of 29.1 per cent from

Kshs.l.10 trillion in June 2014. Exchequer issues released to service foreign debt in the period under

review amounted to Kshs.113.66 billion and consisted of Kshs.S1.92 billion for principal repayment and

ANNUAL NATItrNAL EtrVERNMENT BUDEiET
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Kshs.3l.75 billion for interest payments.

Actual expenditure for the period was Kshs.l1,3.52 billion, out of which, Kshs.80.l9 billion was spent on

principal repayment and Kshs.33.33 billion on interest payments.

3.7.2 Guaranteed Debt to State Parastatals

In FY 2014115, Kshs.l.0l billion was allocated towards settlement of guaranteed debt by the National

Government for three projects, namely: Kenya Broadcasting Cooperation's (KBC) modernisation project

loan, Tana andAthi River DevelopmentAuthority (TARDA) loan forTana Delta Irrigation Project, and, the

Nairobi City Council loan for Umoja II Housing project.

The actual expenditure on guaranteed loans in FY 20l4ll5 was Kshs.l.0lbillion. A breakdown of this

expenditure shows that Kshs.909.54 million was spent on repayment of the principal amount and Kshs. 105.4

million on interest payments. Table 3.10 shows the repayment breakdown towards the guaranteed loans.

Table 3.10: Guaranteed Loans Repayment (Million) Ju 2014 to June 2015.

3.7.3 Salaries and Allowances for Constitutional Office Holders

In FY 20141L5, the National Government allocated Kshs.4.08 billion for payment of salaries and allowances

for Constitutional Office holders. The total exchequer issues released in the period was Kshs.3.l5 billion,

representingTT.2 per cent of the gross estimates. Actual expenditure was Kshs.2.42 billion representing an

absorption rate of 59.3 per cent.

In addition, exchequer issue of Kshs.l.03 billion to finance repayment of guaranteed loans was financed

from the salaries and allowances for Constitutional Office holders'account.

ANNUAL NATIONAL EOVERNMENT BUOGET

NCC-Umoja II Housing I 985 USD 17.00 14.45 0 78.ott 0.64 78.72

TARDA I 990 YEN 6,031.00 3,380.37 1,469.4 227.61 45.0'7 272.73

KBC I 989 YEN 16,198.00 9,792.35 3,013.02 591.56 69.9_5 663.52

Total 899.28 I 1s.66 t.014.94
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3.7.4 Pensions and Gratuities

The Pensions and Gratuities category received an allocation of Kshs.32.4 billion representing 8.1 per cent of

the total CFS budgetary allocation. Actual exchequer issues during the year amounted to Kshs.35.08 billion,

representing 108.4 per cent of the Pensions and Gratuities net estimates. Total expenditure for the period

was Kshs.35.23billion, representing an absorption rate of 108.9 per cent and 27.3 per cent increase from

Kshs.27.7billion spent in FY 2013114.

3.8 Overall Government Budget Performance

The initial aggregate budget for the Government in FY 20l4ll5 of Kshs.1.84 trillion was revised in

SupplementaryBudgetlltoKshs.2.ll trillionandconsistedof;Kshs.l,lT3.6billionforrecurrentactivities,

Kshs.696.5 billion for development programmes and Kshs.242.4billion as grants to County Governments.

The recurrent allocation of Kshs. 1,173.6 billion included Kshs.436.9 billion for Consolidated Funds Services.

The National Government MDAs received an aggregate allocation of Kshs. 1,433.2 billion for both recurrent

and development activities. Overall absorption rate was 89.9 per cent and 45.8 per cent for recurrent and

development expenditure, a decline from 95.7 per cent and 52 per cent achieved in the FY 20l3l14.Table

3.1I summarises overall National Government budget performance.

Table 3.1l: National Government Bud Performance (Kshs. Billion)

Source: National Treasury, MDAs and County Goaernments.

* Amount does not include expenditure estinTates to be financed by local revenue generated by County Governments.

't'tProvisional County Gozternments Expenditure
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938 884.It 897.9 ()5.7%r
1o94.7 I05-1.9 9tt t{9 ()'1,,

Recurrent I I 73.6 il 12.3

27 5.1 241.1 52.09,o.r I 8.7 76 .{5.1{'1, 463.6Development 696.5 3 56.7 270.3

t'l0.7oz,r210 193.4 169.4229.3 229.3 2 5fi.(r + * t(x)County
Govemments

242.4*

81.2"/"77.3"1 l6l1.6 1353.3 1308.41698.1 t 594.3 I 6-12.2 94Total 2t12.5
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Figure 3.2: Composition of Expenditure

County

Governments,

Kshs.258 Lss%)

FY 20t4lls

County

Governments,

Kshs.169.4Bn(13%l

FY 2013174

Source: National Treasury, MDAs and Counry Gozternments.

Figure 3.3: Comparison of Overall Sector Budget Allocations and Expenditure for FY2014/15 for
both Development and Recurrent Expenditure

Source: National Treasury and MDAs

ANNUAL NATItrNAL GtrVERNMENT BUDGET

GECA
Expd, Kshs.15.1Bn(91.096)

AllocaUon, Kshs.16.68n

txpd,Kshs.20. 5Bn(81.5%)

AIlocation,Kshs.25.28n
Social Protection,Culture and Recreation

Health
Expd,Kshs.38. 3Bn(70.7%)

Environment Protection,Water and Natural Resources

Allocaton,Kshs.54.lBn

Expd, Kshs. 46. 2Bn(78.296)

Agriculture, Rural and Urban Development

Allocation,Xshs.59.(Bn

Expd,Kshs. 58.48n(717%)
Allocation,Kshs.T9.28n

National Security hpd,Kshs,97.88n(99.8%)
Allocation,Xshs.98.ffin

GJLOS
Expd,Xshs,116.8Bn(I/.4%)

Allocadon,Kshs.150.9Bn

PAIR
Expd,Xshs, 1 77.1 Bn(80.996)

Allocaton, Kshs.218.98n

Education
txpd,Kshs.269.2Bn(8S.396)

Energy, lnfrastructure and lC[ txpd,Kshs.208.2Bn(4&8%)

Allocaton,Kshs.4263Bn

Expd r Allocation

|MPLEMENTAT|trN REVTEW REptrRT, Fy 2O14/15



trFF!trE trF THE trtrNTRtrLLER trF BUDGET

Y-x
E='--
-oq2cs 

=.8E ocoEg?
o-eo

o);

ESeE+
E.Es si'=E==.d
.EEETOt&,

Ys
G.=6ots'l

G)O
ts6r
o)&.

E >2*
E 

= zQg€ P 5
E = a++E' oor
.E EETP t-

L6

-P 6

EsES*
EEEgE-EEE=;uo'-,rtL(Ude,

I
dln

Y
E! p-

G.=oE
C)
C)(u

d,

.E

o

EA
rO
ict

i8
tFl
-id
{.9

o
&,
(f)

=
I

t\g1
,;
5x
a5'= co

o

G

o
€z,

:R
Fl

4t€

\o
-'ln
Y
o-o

:R(9
Fl

co

Et-

<;

EX
Y-=.
-e ao
E

OJ
I

€
o

F{t'xtFr
-c.
Uu(9

35E-!
EE3*E.E?H
>=6
@9v

.5tJ

Fl

v;

Y

n
6

Y
G,

=4

a*
tsxi2E
-= co

3oi
= \O

Er

a
Fl

aq
@

n
><

ea
4

E
c)
Utrlrrt
E
Irle,
=Fo
2.lrt
CL
><lrt

=2,
z,
rrlt-l
-irl(D(\l
l!

E,ot-(J
tglrt
co
z.o
(Jo
-r-t
oEI
l^

EI
OE
rtt
Fl

<i
Fl(3
a{
t!

in

GT
q)

r+

t\

o)tr

()

Nri
GI

,oF

cll
aD

o
cl
Io

Q)
o0E
te
GL

c)q)a
ctt

ia

=
N

tr

t
?a
(l,)
L
o!
tr

€q
E.c >PcJil
cEcE)z'=o

I(u

a

@

slo
lJ)n
><
(r-o
(,

:R
-f

ca

€x
Y^l

E53;
=oE

(JC
= cE!ts ci')
9= roi:E6{s
=(o+q=-gi:;aE 3
I r--
u=

ANNUAL NATItrNAL GiOVERNMENT BUDEiET
IMPLEMENTATION REV]EW REPtrRT, FY 2O14/13



trFFItrE trF THE trONTRtrLLER trF BUDGET

3.9 MDAs Recurrent Expenditure Analysis

During FY 2014115, a budget revision was approved in the fourth quarter, which increased the recurrent

budget from Kshs.685.5 billion to Kshs.736.7 billion. The actual MDAs recurrent expenditure for the year

amounted to Kshs.623.2 billion representing an absorption of84.6 per cent of the revised recurrent gross

estimates. This is a marginal increase compared to an absorptionrate of 87.3 per cent in FY 2}l3ll4.

A breakdown of the MDAs total recurrent expenditure shows that, personnel emoluments (PE) was the

highest spending category at Kshs.282.7 billion or 46.8 per cent of the total expenditure, an increase from

Kshs.268.4 billion in FY20l3/14. Recurrenttransfers to Semi-Autonomous GovernmentAgencies (SAGAs)

amounted to Kshs.l45.7 billion, equivalentto 24.1 per cent of the total expenditure and an increase from

Kshs.l04.8 billion in FY 2013114.

Other notable expenditure categories by the MDAs included; Kshs.6.6 billion spent on domestic travel,

Kshs.4.2 billion on foreign travel and Kshs.4.2 billion on hospitality, conferences and catering costs.

A detailed review of the recurrent expenditure shows that the Teachers Service Commission (TSC) had

the highest expenditure on personnel emoluments amounting to Kshs.166 billion which is 58.8 per cent

of the total PE expenditure by the MDAs. The State Department of Science and Technology and State

Department for Infrastructure had the highest transfers to their SAGAs at Kshs.33.6 billion and Kshs.22.9

billion respectively.

The State Department for Interior incurred the highest expenditure in the following categories:- training

at Kshs.881.8 million, rentals and rates for non-residential building at Kshs.6l5.6 million, maintenance of

motor vehicles at Kshs.783.2 million and Kshs.437.8 million on maintenance of other assets.

Equally, the Parliamentary Service Commission had the highest expenditure on domestic travel and on

printing and advertising at Kshs.3.0 billion and Kshs.232 million respectively.The Ministry of Foreign

Affairs and International Trade had the highest expenditure on the foreign travel category at Kshs.l.6

billion.

Domestic travel expenditure by the Parliamentary Service Commission accounte d for 45.2 per cent of the

total domestic travel expenditure by the MDAs, while the foreign travel expenditure by the Ministry of

Foreign Affairs accounted for 37.3 per cent total expenditure on foreign travel.

As shown in table 3.12, other Operations and Maintenance (O&M) expenditure amounted to Kshs.176.0

billion, accounting for 29.1 per cent of the total recurrent expenditure. Some of the MDAs with significant

expenditure under this category included;

ANNUAL NATItrNAL CtrVERNMENT EIJDGET
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State Department for Education (Kshs.28.9 biltion): This expenditure includes Kshs.27.l billion

disbursed for free primary and secondary education programme, Kshs.845 million for food and rations

services and Kshs.393.6 million for sanitary and cleaning materials, supplies and services.

State Department for Interior (Kshs.2l.2 billion):Amount included; Kshs.3.5 billion for purchase of

police and security equipment, Kshs.2.8 billion for food rations, Kshs.l.7 billion for medical insurance,

Kshs.l .4 billion for electricity, Kshs.3.5 billion for security operation services, Kshs.870.7 million for legal

dues/fees, arbitration and compensation payments, Kshs.295.9 million for water and sewage charges. Other

items are; Kshs.2.l billion for purchase of uniform and clothing for staff and trainees, Kshs.584.5 million

for supplies and production of national identity cards and Kshs.403.4 million for purchase of police, prison

and NYS small supplies.

The Ministry of Defence: Amount of Kshs.77.8 billion was expenditure by the Kenya Defence Forces

(KDF).

National Treasury (Kshs.6.9 biltion): Amount includes; Kshs.4.0 billion incurred on security operations,

Kshs.l .0 billion for housing loans to public servants, and Kshs.850 million for group personal insurance.

State for Coordination of National Government (Kshs.4.8 biltion): Expenditure included; Kshs.3.2

billion for food and rations, Kshs.445.7 million for electricity payment, Kshs.275.8 million for purchase of

firewood, charcoal and cooking gas fuel, Kshs. 120 million on purchase of motor vehicles, and Kshs. 192.3

million for water and sewage services.

State Department for Science and Technology (Kshs.4.6 billion): Amount included Kshs.4.5 billion

transferred to the Higher Education Loans Board (HELB) for loans to students in higher institutions of

learning.

The State Department for Planning (Kshs.4.4 biltion): Amount included: Kshs.l.2 billion for food

rations, Kshs.9l0.7 million for purchase of ICT networking and communication equipment and software,

Kshs.267.5 million on uniforms and clothing for staff and trainees, Kshs.433.1 million on contracted

professional and technical services and Kshs.2l3.7 million on purchase of beddings and linen.

The Ministry of Labour Social Security and Services (Kshs.3.l billion): Amount comprised of Kshs.2.7

billion spent on donation sunder the National Safety Net Programme. This Programme offers financial

support to the elderly, orphans, vulnerable children and the severely disabled among others.

The Judiciary (Kshs.3.06 biltion):Amount included expenditure of Kshs.658.8 million in monthly pension,

Kshs.602.6 million on housing loans to judiciary staff, Kshs.5O million for staffcar loans, Kshs.6l8.l

million on staffmedical insurance and Kshs.3l2.l million on contracted security and cleaning services.

ANNUAL NATIONAL GOVERNMENT BUDCET
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State Department forAgriculture (Kshs.3.0 billion): amount included Kshs.2.2 billion for the purchase of

maize and beans strategic stocks for storage by the National Cereal and Produce Board, CNCPB) Kshs.197.4

million as transportation cost and charges, Kshs.l40.4 million contracted technical and professional services

and Kshs.l08 million incurred on management fees.

The Independent Electoral and Boundaries Commission (IEBC): The Commission incurred Kshs.62l.1

million on legal fees, Kshs.483.5 million on purchase of ICT networking and communication equipment,

Kshs.l40.5 million on staffmedical cover, Kshs.173.5 million in payment of overdue Pay As You Earn

(PAYE) to KRA and Kshs.338.4 million for acquiring election material such as ballot boxes, polling booths,

security rivets and security seals.

The Ministry of Health spent Kshs.530.4 million on emergency relief on purchase of blankets, food,

medicine, cash grants and tents for shelter; Kshs.238.2 million on food rations, Kshs.28l.7 million on

payment of duty and Kshs.224 million on research.

The Ministry of Foreign Affairs spent Kshs.1.2 billion on state visits abroad, Kshs.lSl million on

donations, Kshs.l0l million on refund of medical expenses and Kshs.78.6 million on shipment of personal

and house hold effects by staff.
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Figure 3.5: Composition of MDAs Recurrent Expenditure

Source; MDAs and National Treasury

ANNUAL NATItrNAL EiOVERNMENT BUDGiET
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3.10 Analysis of MDAs Development Expenditure

During FY 2014115, allocation to development expenditure was revised from Kshs.494.9 billion to

Kshs.696.5 billion in the approved Supplementary Budget II. Actual expenditure on development activities

by the MDAs wasKshs.318.7 billion, an absorption rate of 45.8 per cent compared to FY 20l3ll4 where

Kshs.24l . 1 billion was spent on development projects attaining an absorption rate of 52 per cent.

Capital Transfers to SAGAs was the highest spending category at Kshs.163.4 billion (51.3 per cent of the

total expenditure). This was followed by expenditure on Refurbishment of buildings, infrastructure and

civil works at Kshs.T l .6 billion accounting for 22.5 per cent of the total expenditure by the MDAs. Other

categories with significant expenditure amounts included; non-residential buildings, which amounted to

kshs.13.3 billion and expenditure on purchase of IT networking, communication equipment and software

of Kshs.4.2 billion.

Review of the development expenditure by the MDAs shows that the State Department for Infrastructure

had the highest capital transfers to its SAGAs at Kshs.59.4 billion or 37 per cent of the total capital transfers

followed by the State Department of Planning at Kshs.36.7 billion(22.6 per cent of the total capital transfers

by the MDAs).

Similarly, the Ministry of Energy and Petroleum had the highest expenditure on infrastructure and civil

works accounting for 47 .8 per cent (Kshs.27.2 billion) of the total MDA expenditure under this category.

The Ministry of Land, Housing and Urban Development followed at 21 .6 per cent having spent Kshs. 12.3

billion.

During the twelve months period, an expenditure of Kshs.6l.8 billion was reported as A-l-A as shown in

table 3.13 while Kshs.l 14.5 billion was spent on other development activities. The MDAs with significant

expenditure under the "other" development expenditure are analysed as follows:

The National Treasury (Kshs.29.l billion): Amount includes Kshs.3 billion for the civil contingency

reserve, Kshs.2 billion spent on the sugar industries, Kshs.6.3 billion on medical drugs, dressing and other

non-pharmaceutical medical items, Kshs.4.2 billion to Kenya Airways as an emergency loan, Kshs.260

million on equity participation in Uchumi Supermarkets Ltd, Kshs.l30.5 million on EastAfrica Marine

System (TEAMs) project and Kshs.995.4 million on equity participation in various development banks.

Expenditure on car loans to public servant amounted to Kshs.l billion while Kshs.812.8 million was spent

on the Africa Risk Capacity Insurance Company.

Ministry of Health (Kshs.5.9 billion): Amount included Kshs.l.6 billion spent on hire of equipment, plant

and machinery,Kshs.l.l billion on medical drugs, Kshs.793.1 million on acquisition of vaccine, Kshs.667.5

ANNUAL NATIONAL GOVERNMENT BUDEET
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million on purchase of medical and dental equipment, Kshs.279.2 million on training, and Kshs.492.2

million on publishing and printing services.

Ministry of Lands Housing and Urban Development: Other expenditure of Kshs.1.1 billion was spent

on acquisition of specialised materials for the production of title deeds.

The Ministry of Labour Social Security and Services: Other expenditure of Kshs.8.7 billion included

Kshs.8.l billion transferred to individuals for social support under the National Safety Net Programme.

The Ministry of Energy and Petroleum: Other expenditure of Kshs.30.9 billion comprised ofKshs.l

billion for subsiding the rural electrification programme.

State Department for Interior: Other expenditure of Kshs.2.7 billion included; Kshs.l.3 billion for

purchase of police and security equipment, Kshs.738.4 million on acquisition of production supplies for

national identity cards, birth and death certificates, and, Kshs.502.2 million on purchase of laboratory

equipment.

State Department for Planning: Other expenditure of Kshs.8.08 billion included; Kshs.l .6 billion paid to

contractual and casual employees working under the following programmes; Community Empowerment

and Institutional Support programme (CEISP), Programme for Agriculture and Livelihoods in Western

Communities(PALWECO) and the Youth Development [nitiative Programme. Also included is Kshs.l.8

billion for purchasing educational aids and related equipment for the NYS, Kshs.1.8 billion on hire of

equipment, plant and machinery Kshs.753.6 million on hospitality, boards, committees, conferences and

seminars, and Kshs.1.3 billion on refined fuel and lubricants.

The State Department for Devolution: Amount included Kshs.437.4 million on drought contingency,

Kshs.258.0 million on emergency relief and Kshs.259 million on purchase of agricultural machinery and

equipment.

State Department for Science and Technology: Other expenditure of Kshs.4.3 billion included Kshs.1 .8

million for acquisition of workshop tools, Kshs.l35 million on overhaul of plant, machinery and equipment,

Kshs.322.8 million on purchase of printers, IT equipment, and educational aids.

The State Department for Infrastructure: Other expenditure includes Kshs.20.6 billion for the

construction of road and Kshs.2.4 billion for maintenance of roads, ports and jetties.

The State Department forTransport: Other expenditure included; Kshs.23.7 billion spent on construction

of railways, Kshs.600 million for purchase of boats, and Kshs.600 million on maintenance of aerodromes

and airstrips.

ANNUAL NATItrNAL GtrVERNMENT BUDGET
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The State Department for Environment & Natural Resources: Other expenditure includedKshs.l.2

billion on purchase of tree seeds and seedlings under the green schools project, Kshs.364.5 million for

purchase of instrumentation and calibration equipment,Kshs.6lT.2 million on access roads and Kshs.330.7

million on water supplies and sewerage.

The State Department for Water and Regional Authorities: The Department spent Kshs.l6.4 billion on

water supplies and sewerage.

State Department for Agriculture: Kshs.8.7 billion on other expenditure included: Kshs.2.8 billion spent

on water supplies by the National Irrigation Board, Kshs.3.5 billion for subsidizing purchase of fertilizerby

farmers and seed fund, and Kshs.700 million on purchase of certified crop and seeds.

The State Department for Fisheries: The Department spent Kshs.l.l billion on purchase of boats to

support its mandate of promoting fishery in the Country.

Table 3.l3provides an analysis of MDAs development expenditure by category

ANNUAL NATIONAL GtrVERNMENT BUDEiET
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Figure 3.6: Composition of Development Expenditure by MDAs

Source; MDAs and National Treasury
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3.ll Recurrent and Development Expenditure Analysis by Sector

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

3.ll.l Agricultural, Rural and Urban Development (AR&UD) Sector

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

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

Fisheries, and, the National Land Commission (NLC). The sector has significant contribution to the

country's economy through provision of raw materials for agro-based industries, agricultural exports as

well as availing food for consumption to the Kenyan population. The goal of the sector is to attain food

security, sustainable land management, affordable housing and urban infrastructure development.

The revised allocation for the sector in the FY 2014/15 was Kshs.79.2 billion representing 3.7 per cent

of the gross revised budget, an increase from Kshs.65.7 billion allocated in FY 20l3l14.It comprised of

Kshs.60.8 billion (76.7 per cent) for development expenditure and Kshs.18.4 billion (23.3 per cent) for

recurrent expenditure. The Sector revised A-l-A was Kshs. 10.8 billion, comprising of Kshs.0.5 billion to be

raised from recurrent activities and Kshs.l0.3 billion to be generated from development activities.

In the FY20l4l15, the AR&UD sector received total exchequer issues of Kshs.54.5 billion translating to

79.7 per cent of the revised net estimates. The exchequer issues to the sector comprised of Kshs.l5.9 billion

for recurrent activities representing 88.6 per cent of the revised recurrent net estimates, and Kshs.38.7

billion for development activities representing 76.6 per cent of the revised development net estimates.

The State Department for Fisheries received the highest proportion of the recurrent exchequer issues at99.8

per cent of the revised recurrent net estimates while the State Department forAgriculture received the lowest

proportion of recurrent exchequer issues to revised net estimates at 82.8 per cent. The State Department for

Fisheries received the highest proportion of exchequer issues to revised net development estimates at 95.2

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

issues to revised net estimates at 32.8 per cent. Agraphical breakdown of the sector's exchequer issues is

shown in Figure 3.7.

ANNUAL NATIONAL EtrVERNMENT BUDGET
IMPLEMENTATTON REVTEW REPORT, Fy zlt4/15
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Figure 3.7: AR&UD Sector Exchequer Issues FY 20l4ll5 (Kshs. Billion)

Recunent, Kshs. l. lOBn 91.7% 8.3%
National Land Commission

Recunent, Kshs.l.lOBn 35.5% Dev, Kshs.2.00Bn 645%
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Min. of Land, Housing and Urban Development
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Source : National Treasury

The total expenditure for the sector in the FY20l4l15 amounted to Kshs.56.9 billion, representing an

absorption rate of 71.8 per cent. The recurrent expenditure for the sector amounted to Kshs.15.l billion,

representingS2.l per cent of the annual recurrent budget while development expenditure was Kshs.4l.8

billion, representing6S.T per cent of the annual development budget. The Ministry of Land, Housing and

Urban Development had the highest absorption rate for recurrent expenditure at 98.0 per cent while the

State Department for Livestock registered the lowest absorption rate for recurrent budget at 68.7 per cent.

On the other hand, State Department for Fisheries recorded the highest absorption rate for development

budget at 96.9 per cent while the State Department for Agriculture recorded the lowest absorption rate of
63.8 per cent on development budget.

Table 3.14 gives a summary of how AR & UD sector performed.

ANNUAL NATIONAL EiTVERNMENT BUDEET
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Table 3.14: AR &UD Sector - Analysis of Exchequer Issues and Expenditure

(Kshs. Billion) FY 2014/15

Source: MDAs and Nutional Treusury

Some of the majorprojects implemented byAR & UD sector in FY2014/15 include; the registration and

issuance of 1,500,000 title deeds, and to facilitate this, Ministry of Land, Housing and Urban Development

spent a total of Kshs.943 million. The Ministry also spent Kshs.gl8.48 million on the Kisumu Urban

Project funded by the African Development Bank and also undertook a comprehensive reorganisation of

Land Registries in Mombasa, Kwale, Kilifi, Thika, Kajiado, Kiambu, Meru, Maua and Chuka at a cost of

Kshs.262.80 million.

The Ministry of Land, Housing and Urban Development faced several challenges during the reporting

period. These included; inadequate funding, and pending payments on court judgements and arbitration

awards.

To mitigate these challenges, the National Assembly should always accelerate approval of Supplementary

Estimates to address inadequate funding while the National Treasury should ensure timely release of

exchequer requests by the MDAs.
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3.11.2 Education Sector

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

the Teachers Service Commission (TSC) and affiliated institutions. Education is a vital component in the

realization of Kenya's Vision 2030 and a key economic and social right recognized by the Constitution of
Kenya, 2010. As a result, the sector's goal is to increase access to education and training; improve quality

and relevance of education, reduce inequality as well as exploit knowledge and skills in science, technology

and innovation for global competitiveness.

The revised allocation for the sector in FY 20l4ll5 was Kshs.305 billion or 14.4 per cent of the gross revised

budget, an increase compared to Kshs.290.6 billion allocated in FY 2013114. The allocation comprised

of Kshs.280.9 billion (92.1 per cent) for recurrent expenditure and Kshs.24.l billion (7.9 per cent) for

development expenditure. The sector's revisedA-l-Awas Kshs.27.l billion comprising of Kshs.2l billion,

to be generated from recurrent activities and Kshs.6.1 billion from development activities.

In FY 2014115, the total exchequer issues to the sector amounted to Kshs.270.1 billion representing 95.5

per cent of the revised net estimates. The recurrent exchequer issues to the sector were Kshs.254 billion

representinggT.S per cent of the revised recurrent net estimates while the development exchequer issues

were Kshs.l6.l billion, representing 89.1 per cent of the annual development net estimates. The Teachers

Service Commission received exchequer issues of Kshs.l66 billion for recurrent activities, recording

the highest proportion of recurrent exchequer issues in the Education Sector. The State Department for

Education received the highest proportion of recurrent exchequer issues to the revised net estimates at

98.0 per cent where as the State Department for Science and Technology recorded the lowest proportion

of recurrent exchequer issues to revised net estimates at 97.0 per cent. For development exchequer issues,

the State Department for Science and Technology received Kshs. 9.8 billion, which was 96.7 per cent of
revised net estimates while the State Department for Education received Kshs. 6.2 billion, which was 79.3

per cent of revised net estimates.

re 3.8: Education Sector uer Issues FY 2014/15 hs. Billion

Source: National Treasury
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The total expenditure for the sector in the FY 20l4l15 was Kshs.268.6 billion, representing an absorption

rate of 88.0 per cent of the revised gross estimates. The recurrent expenditure for the sector amounted to

Kshs.253.7 billion, representing an absorption rate of 90.3per cent of the revised gross recurrent estimates

while development expenditure was Kshs.l4.9 billion, representing an absorption rate of 61.6per cent of

the revised gross development estimates.

The Teachers Service Commission spent Kshs.l66 billion, which was 97.8 per cent of the revised gross

estimates recording the highest absorption on recurrent expenditure while the State Department for Science

and Technology spent Kshs.39.2 billion or 68.9 per cent of recurrent expenditure to revised gross estimates

recording the lowest absorption on recuffent activities. Contrary, the State Department for Science and

Technology recorded the highest absorption on development activities at 68.4 per cent compared to 51.6

per cent attained by the State Department for Education.

Table 3.15: Education Sector - Analysis of Exchequer Issues and Expenditure FY 20l4ll5
(Kshs. Billion)

Source: MDAs and National Treasury

Some of the major projects implemented by the Education Sector in FY20l4/15 were construction of

Kenya Institute of Curriculum Development Education Resource Centre at a cost of Kshs.l14 million,

andconstruction of the new Mitihani House by the Kenya National Examinations Council at a cost of 420

million
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3.11.3 The Energy Infrastructure and Information Communications

Technology(El & ICT) Sector

This sector comprises of four departments/ministries which included; State Department for Infrastructure,

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

of Energy and Petroleum. The sector aims at becoming a world-class provider of cost-effective public

utility infrastructure facilities and services in the areas of energy, transport and ICT that meet international

standards to make Kenya a globally competitive country.

The revised allocation for the sector in the FY 20l4l15 was Kshs.426.3 billion representing20.2 per cent of
the revised gross budget and an increase from Kshs .244.2 billion allocated in FY 2013114. The allocation

includedKshs.36.2 billion for recurrent activities and Kshs.390 billion for development expenditure. The

sector's revised A-l-A target was Kshs.307.0 billion, comprising of Kshs.29.1 billion to be raised from

recurrent activities and Kshs.271.9 billion from development activities.

In FY 2014115, the sector received Kshs.95 billion which translated to 79.7 per cent of the sectors' revised

net estimates. The exchequer issues comprised of Kshs.6.7 billion for recurrent expenditure and Kshs.88.3

billion for development expenditure, translating to 94.5 per cent and 78.7 per centre respectively of the

revised net estimates.

The Ministry of Energy and Petroleum received the highest proportion of the recurrent exchequer issues

at 98.2 per cent of the revised recurrent net estimates while the Ministry of Information, Communication

and Technology received the lowest proportion of exchequer issues to revised recurrent net estimates at

89.1 per cent. From the analysis in table 3.16, the State Department for Infrastructure received the highest

proportion of exchequer issues to revised net estimates for development activities at 80.2 per cent while the

State Department for Transport received the lowest proportion of development exchequer issues to revised

net estimates at 71.6 per cent. Abreakdown of the sector's exchequer issues is shown in Figure 3.9.

Figure 3.9: EI & ICT Sector Exchequer Issues FY 2014/15 (Kshs. Billion)

State Department for lnfrastructure

State Department for Transport

Ministry of lnformation, Communication and
Technology

Ministry of Energy and Petroleum

Soarce: National Treasury
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Total expenditure for thc EI & ICT sector during the period under review was Kshs. 12U.4 billion translating

to an absorption rate of 30.1 per cent of the sectors' revised gross cstimatcs. This compriscd of Kshs.6.4

billion as recurrent expcnditure, an absorption rate of 17.7 per cent and Kshs.l22 billion on devclopmcnt

expenditure, an absorption rate of 31.3 per cent.

The Ministry of Energy and Petroleum recordcd the highcst absorption rate for recurrent expenditure at86.7

per cent while the State Department for Infrastructurc rccorded thc lowest absorption ratc at 4.6 pcr ccnt.

The Statc Department for Infrastructure had the highest absorption rate at55.7 per cent for development

activities while the State Dcpartmcnt for Transport recordcd the lowcst absorption ratc of 18.7 pcr cent

spcnding Kshs.34 billion in thc twelvc months period, against thc gross cstimatc of Kshs.l8l.9 billion.

Table 3.16 provides a summary EI &lCT sector pcrfomancc.

-Iable 3.16: F,l & lC'l'Scctor - Analy'sis of F-rchequer Issues and I,,xpenditure I'Y 2014/15

(Kshs. Billion)
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Some of the major projects implemented by the State Department for Infrastructure in FY 20l4l15 included:

the construction of the interchange at City Cabanas, where the Ministry incurred an expenditure of Kshs.l .01

billion, Kshs.l.05 billion on the Nairobi Outer Ring road improvement project, Kshs.514.24 million on

the construction of link roads and Non-Motorised Transport (NMT) facilities in Nairobi, Kshs.900.53

million on Kamagonga-Mogonga (D2051204) Phase I which was 87.9 per cent complete as at the end of
the financialyear, and, Kshs.624.60 million on Konyu-Kairo-Nyamiri-Kihuri-lria-Ni-Mugaa-lni-Kiganjo-

Gatugi road which was 86.20 per cent complete as at the end of the financial year. Through donor funding,

the Ministry also spent Kshs.2.97 billion on the Northern Corridor Transport Improvement, Kshs.3.65

billion on the Marsarbit-Turbi road, Kshs.3.84 billion on the Turbi-Moyale road, Kshs. 2.95 billion on the

Kenya Transport Sector Support Project and Kshs. 1.66 billion on the Merille-Marsarbit road.

3.11.4 Environmental Protection, Water and Natural Resource Sector

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

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

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

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

inventory and mapping of mineral resources.

The revised allocation for the sector in FY 20l4l15 was Kshs.59 billion or 2.8 per cent of the revised

gross budget, an increase compared to Kshs.53.9 billion allocated in FY 2013114. The allocation comprised

of Kshs.l6.l billion (27.3 per cent) for recurrent expenditure and Kshs.42.9 billion (72.7 per cent) for

development expenditure. The revised A-l-A for the sector was Kshs.20.9 billion comprising Kshs.5 billion,

to be raised from recurrent activities and Kshs.l5.9 billion from development activities.

In the FY 2014115, the total exchequer issues to the sector amounted to Kshs.32.6 billion representing

85.6 per cent of the revised net estimates. Recurrent exchequer issues to the sector were Kshs. 10.6 billion

representing95.2 per cent of the revised recurrent net estimates while the development exchequer issues

were Kshs.22.l billion, representing 8l .7 per cent of the revised development net estimates. The State

Department for Water & Regional Authorities received the highest proportion of the recurrent exchequer

issues at 100 per cent of the revised net estimates. The Ministry of Mining received the lowest proportion

of exchequer issues at 88.3 per cent of the revised recurrent net estimates.

State Department for Environment & Natural Resources received the highest proportion of the development

exchequer issues at84.4 per cent of the revised net estimates while The Ministry of Mining received the

lowest proportion of development exchequer issues at77.4 per cent of the revised net estimates.
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Figure3.l0: Environmcntal Protection, Water and Natural Resourccs Scctor * Anall'sis ol'

Iixchcquer lssues F'Y 2014/15 (Kshs. Billion)
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The total expcnditure for thc sector in the FY 2014115 amounted to Kshs.34.2 billion, representing an

absorption ratc of 57.9 per ccnt of the rcviscd gross estimatcs. The recurrent expenditure for thc sector

amounted to Kshs.l0.9 billion, reprcsenting an absorption ratc of 67.9per cent of thc revised gross rccurrcnt

estimates whilc development expenditurc was Kshs.23.2 billion, representing an absorption rate of 54.1 per

cent of thc revised gross devclopmcnt estimatcs.

'l able 3.17: [,nvironmental Protcction, Water and Natural llesources Sector - Analysis of

F.rchequcr Issues and lrxpenditure F\'20l1ll5 (Kshs. Billirtn)
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3.f f .5General Economic and Commercial Affairs (GECA) Sector

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

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

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

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

investment mobilization; employment creation; and industrial and entrepreneurship development. The

sector contributes significantly to the overall national development agenda accounting for about 33 per cent

of the overall GDP. It is also a major source of government revenue in form of taxes, duties, license fees,

National Park entry fees, among others.

The revised allocation for the sector in FY 2014/15 was Kshs.l6.6 billion or 0.Sper cent of the gross revised

budget, an increase compared to Kshs.l2.8 billion allocated in FY 2013114. The allocation comprised of
Kshs.7.9 billion (46.8 per cent) for recurrent expendirure and Kshs.8.7 billion (53.2 per cent) for development

expenditure.

In the FY 2014115, the total exchequer issues to the sector amounted to Kshs.l2.5 billion representing

77.3 per cent of the revised net estimates. Recurrent exchequer issues to the sector amounted to Kshs.7.2

billion representing9l.2 per cent of the revised recurrent net estimates while the development exchequer

issues was Kshs.5.3 billion, representing64.l per cent of the revised development net estimates. The State

Department for Commerce and Tourism had the highest proportion of exchequer issues at 96.7 per cent

of its revised recurrent net estimates. The Ministry of Industrialisation and Enterprise received the lowest

proportion of exchequer issues at 86.1 per cent of its revised recurrent net estimates. The two ministries also

received the highest and the lowest proportion of exchequer issues to revised development net estimates at

90.3 per cent and 50.2 per cent respectively.

re 3.11: GECA Sector Exc uer Issues FY 20l4ll5 s. Billion
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The total expenditure for the sector in the FY 2014115 amounted to Kshs.l5.l billion, representing an

absorption rate of 91.0 per cent of the revised gross estimates. The recurrent expenditure for the sector was

Kshs. 7.4 billion, representing an absorption rate of 93.2 per cent of the revised gross recurrent estimates

while development expenditure was Kshs. 7.7 billion, representing an absorption rate of 89.0 per cent of

the revised gross development estimates.

The State Department for Commerce & Tourism spent Kshs.2.S billion on recuffent activities recording

the highest absorption rate of its recurrent budget at94.4 per cent. Similarly, the department recorded the

highest absorption rate of its development budget at92.7 per cent having spent Kshs.2.7 billion.

Table 3.18 gives a summary of General Economic and Commercial Affairs (GECA) Sector performance.

Table 3.18: GECA Sector - Analysis of Exchequer Issues and Expenditure, FY 2014/15

(Kshs. Billion)
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The State Department for Commerce and Tourism spent of Kshs.889.4 million on Tourism Recovery

and Promotion Programme, Kshs.8l l 4 million on construction of the Ronald Ngala Utalii College, and

Kshs.255.0 million on the Bomas International Convention and Exhibition Centre.
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3.11.6 Governance, Justice, Law and OrderSector (GJLOS)

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

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

Directorate of Public Prosecution (DPP), the Judiciary Judicial Service Commission (JSC), Ethics andAnti-

Comrption Commission (EACC), Kenya National Commission for Human Rights (KNCHR), Registrar of

Political Parties (RPP), Witness Protection Agency (WPA), National Police Service Commission (NPSC),

Independent Electoral and Boundaries Commission (IEBC), National Gender and Equality Commission

(NGEC), Commission for Implementation of the Constitution (CIC) and Independent Police Oversight

Authority (IPOA).

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

electoral boundaries, ensuring good governance and accountability of public resources, registration and

regulation of political parties, facilitate and oversee constitution implementation. The sector also aims at

protecting and promoting human rights, rehabilitation, reintegration and resettlement of custodial and non-

custodial offenders, providing migration services, maintaining law and order, judicial and legal services and

promotion of cohesion, transparency and integrity.

The revised allocation for the sector in FY 20l4l15 was Kshs. 150.9 billion or 7.3per cent of the revised

gross budget, an increase compared to Kshs.121.6 billion allocated in FY 2013114. The allocation comprised

of Kshs.137.8 billion (91.3 per cent) for recurrent expenditure and Kshs. l3.l billion (8.7 per cent) for

development expenditure.

In the FY 2014115, the total exchequer issues to the sector amounted to Kshs. 132.8 billion representing 88.7

per cent of the revised net estimates. The recurrent exchequer issues to the sector amounted to Kshs.126.1

billion, representing 92.0 per cent of the revised recurrent net estimates while development exchequer

issues were Kshs. 6.7 billion, representing52.9 per cent of the revised development net estimates. The State

Department for Coordination of National Government received recurrent exchequer issues of Kshs.17.l

billion which was the highest proportion of recurrent exchequer issues to revised net estimates at 99.9 per

cent while the Judicial Service Commission received recurrent exchequer issues of Kshs.0.3 billion, which

was the lowest proportion of recurrent exchequer issues to revised net estimates at 75.1 per cent.

The State Department for Co-ordination of National Government and the Independent Electoral and

Boundary Commission received the highest proportion of exchequer issues to the revised net development

estimate at 100 per cent of revised net estimates while the Judiciary received Kshs.l.2 billion as exchequer

issues recording the lowest proportion of exchequer issues to the revised net development estimate at39.8

per cent.
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Figure 3.12: Governance, Justice, Law and Order Sector (GJLOS) Sector Exchequer Issues
FY 2014115 (Kshs. Billion)
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The total expenditure for the sector in the FY 20l4ll5 was Kshs.l 16.8 billion, representing an absorption

rate of 17 .4 per cent of the revised gross estimates. The recurrent expenditure for the sector was Kshs. I I 0.7

billion, representing an absorption rate of 80.3 per cent of the revised gross recurrent estimates while

development expenditure was Kshs.6.l billion, representing an absorption rate of 46.2 per cent of the

revised gross development estimates.

The Commission on Implementation of the Constitution (ClC)spent Kshs.0.3 billion, recording the highest

proportion of recurrent expenditure to revised gross estimates at 103.9 per cent while the Directorate of

Public Prosecution spent Kshs.l.3 billion, recording the lowest proportion ofrecurrent expenditure to revised

gross estimates at 72.2per cent. From our analysis, the expenditure for CIC was more than the annual gross

estimate. This was a result of funding from United Nation Development Programme of Kshs.9.3 million

and Kshs.4.2 million as balance brought forward from FY 2013114.
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Some of the major projects implemented by the MDAs in the sector were; rehabilitation of Courts, purchase

of goods in support of programmes for the dispensation of Justice at Kshs. 565.7 million.

3.ll.l The Health Sector

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

eight Semi-Autonomous Government Agencies (SAGAs) namely; Kenyatta National Hospital (KNH), Moi

Teaching and Referral Hospital, Kenya Medical Research Institute (KEMR.I), Kenya Medical Supplies

Agency (KEMSA), Kenya Medical Training College (KMTC), National Health Insurance Fund (NHIF),

National AIDS Control Council (NACC) and HIV & AIDS Equity Tribunal. The SAGAs are specialized in

health service delivery; medical research and training; procurement and distribution of drugs; and financing

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

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

to all Kenyans.

The revised allocation for the sector in FY 20l4l15 was Kshs.54.l billion or2.6 per cent of the revised

gross budget an increase compared to Kshs.4l.7 billion allocated in FY 2013114. The allocation comprised

of Kshs.29.3 billion (54.2 per cent) for recurrent expenditure and Kshs.24.8 billion (45.8 per cent) for

development expenditure.

In the FY 2014115, the total exchequer issues to the sector amounted to Kshs.34.0 billion representing

79.4per cent of the revised net estimates. Recurrent exchequer issues to the sector were Kshs.23.5 billion

representingg2.T per cent of the revised recurrent net estimates while the development exchequer issues

amounted to Kshs.l0.5 billion, representing 60.0 per cent of the revised development net estimates.

The total expenditure for the sector in the FY 20l4ll5 was Kshs.38.3 billion, representing an absorption

rate of 70.6 per cent of the revised gross estimates. The recurrent expenditure for the sector amounted to

Kshs. 24.7 billion, representing an absorption rate of 84.5 per cent of the revised gross reculrent estimates

while development expenditure was Kshs. 13.5 billion, representing an absorption rate of 54.5 per cent of

the revised gross development estimates.

Table 3.20 give a summary of how the Health sector performed.
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Tablc 3.20: Hcalth Sector - Analysis of lrxchcquer Issucs and Expenditurc FY 2014/15

(Kshs. Billion)

Source : llll).1.; urtd Nuliotrol Tt'L'rtsru'l

Some of the major projccts implemcntcd by the ministry in FY20l4115 werc thc health systcm management

programme at a cost of Kshs.l .7 billion, free maternity scrvices at a cost of Kshs.l .2 billion, and construction

and cquipping of a canccr csnter at thc Kcnyatta National Hospital at Kshs.282 million.

In thc FY 2014115, the main challcnges that affectcd thc implementation of planned activities in the health

sector wcre; dclay in rclcase of exchequer and under issue of exchequer by the NationalTrcasury, stringent

donor conditionalitics and a slow pacc by contractors.

3.11.8 The Public Administration and International Relations

(PAIR) Sector

Thc Public Ac|ninistration and lntcrnational Rclations (PAIR) scctor comprises of thc following ministries/

dcpartnrcrrts. Thc Prcsidcncy. Ministry ol'Dcvolutiorr and Planning, Ministry of Forcign Affairs and

lntcrnational Tradc, National Trcasury, Parliamcntary Scrvico Comr-nission. Commission on Rcvenue

Allocatit,n. Public Scrvicc Comnrission. Salarics and Rcmuncration Commission, Auditor General,

Controll, r ol- Budget and thc Commission on Administrative Justicc. Ths sector plays a significant role

in natiorial policy formulation and implerncntation, monitoring and cvaluation of governmcnt projects.

In additron. the sector links all othcr scctors with thc rcst of the world on matters of international treaties,

agreemer rts, co-operation and resourcc mobilization.
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The revised allocation for thc sector in FY 20l4l15 was Kshs.2l8.9 billion, reprcsenting 10.5 pcr cent of the

revised gross budget, an incrcase compared to Kshs.l80.9 billion allocatcd in FY 2013114. Thc allocation

compriscdof Kshs.l00.4billion(45.9 percent)forrecurrcntexpcnditurcandKshs.ll8.5billion(54.lpcr

cent) for development cxpenditurc.

In the FY 2014115, the total cxchequer issues to the sector amounted to Kshs. I 62.3 billion rcprcscnting 9l .5

per cent of the revised net cstimates. The rccurrcnt exchequer issucs to thc scctor wcrc Kshs.9l.5 billion,

representing 98.6 pcr cent of the revised recurrent nct estimatcs whilc thc dcvclopment cxchcquer issucs

were Kshs.70.8 billion, representing tt3.7 pcr ccnt of thc reviscd dcvclopmcrrt nct estimatcs. Thc Statc

Department fbr Dcvolution rcceivcd Kshs.4.3 billion in rccurrent exchcquer isslrcs rcprescnting the highcst

proportion of recurrent exchequcr issucs to revised annual recument nct estimates at 99.1 pcr ccnt. The

Salaries and Remuneration Comrnission received thc lowcst proportion of recurrcnt exchcqucr issues to

revised annual recurrent net cstimates at 7l .0 per cent. The Public Scrvice Commission rcccivcd thc highcst

proportion of devclopmcnt cxchequer issucs to reviscd dcvcloprnent net cstimatcs at91.4 pcr cent, whilc

thc Parliamentary Scrvice Commission reccived the lowest proportion of dcvclopmcnt exchequer issues to

revised devclclpmcnt nct cstimatcs at 22.6 pcr ccnt.

Figure 3.13: Analysis of Exchequer Issues for PAIR, FY 20l4ll5 (Kshs. Billion)
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The total expenditure for the sector during FY 2014l15 amountcd to Kshs.l65.5 billion, rcprcsenting

an absorption ralc of75.6pcr ccnt of the rcvised gross cstimatcs. I{ecurrent cxpcnditurc firr thc sector

wasKshs.87.l billion, rcprcscnting an absorption rate of 86.7pcr cent whilc dcveloprnenl cxpcnditurc was

Kshs.7fl.4 billion, rcprcsenting an absorption ratc of 66.2 per cent. The Public Scrvice Clomrnission had

the highcst rccurrcnt cxpenditurc in proportion to thc reviscd gross cstimatcs at 9ti.7 pcr ccnt while thc
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Ministry of Foreign Affairs had the lowest recurrent expenditure in proportion to revised gross estimates

at 6l .8 per cent. The Public Service Commission recorded the highest percentage of expenditure to revised

gross estimates at 100.0 per cent while the Office of the Auditor General did not record any expenditure on

development activities.

Table 3.21 illustrates thc PAIR Sector expenditure analysis

Table 3.21: PAIR Sector - An ofE uer Issues and E (Kshs. Bil

4'7.0

3r.3
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During the period under review, some MDAs in this sector faced challenges which affected budget

implementation. For instance, the Public Service Commission indicated that delays in budget implementation

was as a result of non-release of exchequer for submitted payment certificates by contractors and delays

in processing of payment certificates and technical approvals at the Directorate of Public Works. The

Commission on Revenue Allocation indicated that delay in budget implementation was as a result of IFMIS

failure

In order to address the challenges, OCOB recommends that MDAs must work closely with the IFMIS

Directorate to address IFMIS challenges and, the National Treasury to ensure timely funding of exchequer

requisitions.

3.11.9 Social Protection, culture and Recreationsector

This sector comprises of two sub-sectors which are; Ministry of Sports, Culture and Arts and 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.

The revised allocation for the sector in FY 2}l4l15 was Kshs.25.2 billion representingl.2per cent of the

revised gross budget, an increase compared to Kshs.20.7 billion allocated in FY 2013114. The allocation

comprised of Kshs.1 I .8 billion (46.8 per cent) for recurrent expenditure and Kshs.13.4 billion (53.2 per

cent) for development expenditure. The sector had a revised A-l-A of Kshs.O.2 billion under its recurrent

budget.

In Fy 2014115, the total exchequer issues to the sector amounted to Kshs.22.9 billion representing92.3 per

cent of the revised annual net estimates. The recurrent exchequer issues to the sector was Kshs' 10.9 billion

representingg4.6 per cent of the revised recurrent net estimates while the development cxchequcr issues

wasKshs.12.0 billion, representing 90.5 per cent of the revised development net estimates. The Ministry of

Labour Social Security and Services received Kshs. 19.0 billion, the highest exchequcr issucs against its net

estimates at 93.1 per cent while Ministry of Sports, Culture and Arts received Kshs.3.9 billion, the lowest

exchequer issue against its net estimates at 88'6 per cent.
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Figure 3.14 Social Protection, Culture and Recreation Sector Exchequer Issues

FY 2014/15 (Kshs. Billion)
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The total cxpcnditurc lor thc sector in thc FY 2014i l5 was Kshs.20.5 billion, represcnting an absor^ntion

ratc of 85.4 pcr ccnt olthe rcvised gross cstimates. The recurrent expenditure for the scctor amounted to

Kshs. 9.3 billion, rcprescnting an absorption rate of 79.2 per cent of the revised gross recurrent estimates

while do'elopment expcnditure was Kshs.l l.2 billion, representing an absorption rate of 83.5 per cent of

the revised gross development estimates.

The Ministry of Sports, Culture and Arts recorded the highest absorption rate of its recurrent budget at

94.3 per cent, an increase from 90.8 per cent achieved in FY 2013114 while the Ministry of Labour, Social

Security and Services recorded the highest absorption rate of its development budget at 83.7 per cent,

a significant improvement from an absorption rate of 54.3 per cent in FY20l3ll4.Table 3.22 shows a

summary of how the Social Protection, Culture and Recreation sector performed.

Table 3.22: Social Protection, Culture and Recreation Sector - Analysis of Exchequer lssues

and Expenditure FY 2014l15 (Kshs. Billion)

Source: MDA.s and Nulionul Traosury
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Some of the major projects implemented by the sector in FY20l4ll5 were cash transfer payments of
Kshs.5.5 billion to 162,694 Older Persons (OP-CT), cash transfer payments amounting to Kshs.7. I billion
to 255,850 households with Orphans and Vulnerable Children (OVCs), andPayment of Kshs.770 million to
255,850 Persons with Severe Disabilities (PWSDs).

ln thc FY 20l4115,the main challenges that affectcd the implementation of planncd activitics by the Social

Protection, Culturc and Recreation Sector wcrc;dclay in approval of the Supplcrnentary Estimates which

was uploadcd in the IFMIS in late June 201 5, thus limiting implementation of planncd activities due to time

constraints. Delays in the preparation and approval of bills of quantities by the Ministry of land, Housing

and Urban Dcvclopment also affected timely commcncemcnt of capital projccts.

In order to addrcss these challengcs, thc National Treasury should liaise with Parliarnerrt to cnsurc timely

approval of Supplcmentary Estimates. This will in turn, allow timely rclcasc of rcallocatcd tunds. Thc

Ministry of land. Housing and Urban Dcvclopmcnt should cxpedite the prcparation and approval of bills of
quantitics to cnsurc timely implernentation of capital projects.

3.11.10 National Security Sector

This scctor comprises of the Ministry of Defence and National Intelligcncc Scrviccs (NIS). l'he nrandatc

of this sector is to safeguard the security of thc country against any threats emanating botli lrom within and

without thc borders, defend the country and provide support to civil power in thc maintcnance of peace and

ordcr.

The revised allocation for the sector in FY 2014115 amounted to Kshs.97.9 billion representing4.T per cent

of the total budget. The allocation comprised of Kshs.78.8 billion (80.5 per cent) to the Ministry of Defence

and Kshs. 19. I billion ( 19.5 per cent) to theNational Intelligence Services (NIS).

In FY 2014115, the total exchequer issues to the sector amounted to Kshs.93.7 billion, representing95.T per

cent of the revised net estimates. The Recurrent exchequer issues to the Ministry of Defence amounted to

Kshs.74.6 billion representin g94.7 per cent of the revised recurrent net estimates. The National Intelligence

Services (NlS)received exchequer issues amounting to Kshs.l9.l billion, or 100.0 per cent of the revised

recurrent net estimates.

The total expenditure for the sector in was Kshs.97.8 billion, representing an absorption rate of 99.9per cent.

The expenditure for the Ministry of Defence was Kshs.78.7 billion while that of the NIS was Kshs.l9.l

billion, representing an absorption rate o199.9 per cent for each entity. Table 3.23 illustrates the National

security Sector expenditure analysis.

Table 3.23: National Security Sector - Analysis of Exchequer Issues and Expenditure

FY 20l4ll5 (Kshs. Billion)

ANN UAL NATItrNAL GOVERN MENT BUDEiET

Mlnlrtry of Defence 78.8 78.8 74.6 78,7 94.7 99.9

Natlonal Intelllgence
Servlcer

19. I 19. I 19. I t9. I 100 99.9

97,9 97,9Tot!l 93.7 97.t 95.7 99.9
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4.0 PERFORMANCE OF BUDGET BY PROGRAMMES -
FY 2014/t5

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

FY 2014115. Approved gross estimates and expenditure is analysed by programme for both recurrent and

development expenditure and provides implementation status for each programme.

Agricultural, Rural and Urban Development (AR&UD) Sector4.1

Thc AR&UD scctor was allocatcd Kshs.60.4 billion comprising of Kshs.l6.0 billion (26.5 per cent)

for rccurrent programmes and Kshs.44.3 billion (73.-5 per cent) fbr devclopment programmes for thc

F\'2014i15 to fund l4 programrncs. The allocation was subsequently revised to Kshs.79.2 billion

comprising of Kshs.l8.4 billion (23.3 pcr ccnt) lor rccurrent programmcs and Kshs.60.tJ billion(76.7 per

cent) for dcvclopmcnt programmes. The Crop Dcvclopmcnt and Managemcnt programme under the State

Departmcnt lbrAgriculture receivcd the highest budgetary allocation at Kshs.l6.6 billion (20.9 per cent of

thc lotal revised allocation for thc scctor) while the Livcstock Resourccs Management and Development

programmc under thc Statc Dcpartment fbr Agriculture received the lowest allocation at Kshs.2l .36 million

(0.03 per ccnt of the total revised allocation for the sector).

The total cxpenditurc fbr the sector in thc FY 2014115 was Kshs.56.8 billion comprising of Kshs.l5.l

billion as rccurrent expcnditure, rcpresenting an absorption rate of 82.0 per cent of the revised gross annual

budget for recurrent programmes while devclopment expenditurc was Kshs.4l.7 billion an absorption rate

of 68.6 pcr cent of the revised annual gross budget for dcvclopment programmes in the sector.

Analysis ofthe programme performance shows that the Livestock Rcsources Management and Development

programmc under the State Department for Agriculture spent Kshs.2l.36 million representing the highest

proportion of programmc expenditure to revised annual gross budget at 100.0 per cent while the Urban

and Metropolitan Development programme under the Ministry of Land, Housing and Urban Development

spent Kshs.7.5 billion representing the lowest proportion of programme expenditure to revised annual gross

budget programme at 58.8 per cent.

ANNIJAL NATIONAL GOVERNMENT EU DGET
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0.4 0.2 0.6
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State
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Table 4.1: Analysis of AR &UD Sector Programmes (Kshs. Billion)

Source: MDAs and National Treasury

4.2 Education Sector

The Education sector was initially allocated Kshs.308.4 billion comprising of Kshs.273.4 billion (88.7 per

cent) for recurrent programmes and Kshs.35.0 billion (l 1.3 per cent) for development programmes for the

FY20l4ll5 to fund 12 programmes. This allocation was revised during the fourth quarter to Kshs.305.0

billion comprising of Kshs.280.9 billion (92.1 per cent of the total revised budget for the sector) for recurrent

activities and Kshs.24.l billion (7.9 per cent of the total revised budget for the sector) for development

programmes. The Teacher Resource Management programme under the Teacher Service Commission
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received the highest budgetary allocation at Kshs.l63.l billion (53.5 per cent of the total revised allocation

for the sector) while the Governance and Standards Programme under the Teacher Service Commission

received the lowest allocation at Kshs.52.5 million (0.02 per cent of the total revised allocation for the

sector).

The total expenditure for the sector in FY 20l4l15 amounted to Kshs.268.8 billion comprising of Kshs.254.0

billion in recurrent expenditure, representing an absorption rate of 90.4 per cent of the revised annual gross

budget for recurrent programmes while development expenditure was Kshs.l4.8 billion, representing an

absorption rate of 61.4 per cent of the revised annual gross budget.

Analysis of programme perforrnance shows that the General Administration, Planning and Support Services

under the State Department for Education spent Kshs.0.8 billion representing the highest proportion of
programme expenditure to revised annual gross budgct for the programme at 100 per cent while the Quality

Assurance and Standards prog;ramme under the State Department for Education spent Kshs.1.5 billion,

representing the lowcst proportion of programme expcnditure to rcvised annual gross budget at 26.2 per

cent.

Table 4.2: of Education Sector

Source: MDAs and National Treasury

ANNUAL NATIONAL GtrVERNMENT BUOBET

Billion

Prinrary Education 17.4 t9. I 36.5 t7.3 5.0 22.4 r5.7 1.8 r7.5 78.1
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4.3 The Energy, Infrastructure and Information Communications Technology

(EI & ICT) Sector

The sector was allocated Kshs.256.9 billion to implement l7 programmes during the FY 2014115. This

allocation comprised of Kshs.35.6 billion (13.9 per cent) as recurrent expenditure allocation and Kshs.22l .3

billion (86.2 per cent) for development expenditure. The allocation was revised to Kshs.426.3 billion in the

Supplementary Budget, comprising of Kshs.36.2 billion (8.5 per cent of the total revised allocation for the

sector) for recurrent programmes and Kshs.390.0 billion (91.5 per cent of the total revised allocation for

the sector) for development programmes. The Rail Transport programme and the Government Clearing

Services programme both under the State Department of Transport had the highest allocation at Kshs.l 59.9

billion (37.5 per cent of the total revised allocation for the sector) and the lowest allocation at Kshs.l22

million (0.03 per cent of the total gross revised allocation for the sector) respectively.

The total expenditure for sector's l2 programmes in FY 2014115 was Kshs.l28.3 billion translating to an

absorption rate of 30. 1 per cent of the revised total gross budgetary allocation. This expenditure comprised

of Kshs.6.4 billion on recurrent activities which represents an absorption rate of 17 .6 per cent of the revised

gross recurrent budget and Kshs.121 .9 billion on development activities, representing an absorption rate of

31.3 per cent of the revised gross development budget for thc programmes.

The General Administration Planning and Support Services programme under Ministry of Information

Communication and Technology incurred Kshs.l.l billion and recordcd the highcst absorption rate at [19.6

per ccnt of the revised annual gross budget for the programme while the Alternative Energy Tcchnologics

programme under the Ministry of Energy and Petroleum spent Kshs.l00.6 million and registercd the least

absorption ratc of I 1.3 per cent of the revised annual budget for the programme. Table 4.3 presents an

analysis of allocation and expenditure by programme under the sector fbr the period under rcview.

Table 4.3: Analysis of EI & ICT Sector Programmes (Kshs. Billion)
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Ceneral Administration
Planning and

Support Services
0.4 0.03 0.4 0.9 0.55 t.4 0.8 o.4 t.2 82.4

Intbrmation And
Communication Services

0.7 t.0 1.7 1.4 t.t 2.5 1.2 0.6 1.8 72.7

Mass Media Skills
I)cvclopment

o.2 0. I 0.-.1 o.2 0. I 0.4 0.0 0.1 0.1 24.4

Ministry of
Information,

communication
and

Technology

I('T Inliastructure
I)evelopnrent

0.7 7.1 '7.7 0. I 5.9 6.() 0. I 3.0 3.1 5 l.-3

(iencral Administration
l)lanning and

Support Services
0.3 0.02 0.3 0.3 0.02 0.1 0.t 0.00 0.1 43.3

Pou cr (ieneration 0.7 22.O 22.1 0.7 29.0 29.7 t\.7 4.0 .1. tl l6.l

Powcr Transrrission and

Distribution
0.8 47.9 4t1.7 0.l.l 57.3 5tt.2 0.tt t7.t 17.9 30.8

Altcrnative Energy
Teclrnologies

0.I 2.t1 2.9 0.I 0.ft 0.9 0.I 0.1{}.0 r 1.3

Ministry ol'
energy and

Petroleum

Expkrration and

Distribution of Oil and Gas
0.02 1.6 t.7 0.0 1.7 1.7 0.0 ().4 0.4 25.6

Source: iVlD:ls und Nulionul Treosrrry

4.4 Environment Protection, Water and Natural Resources Sector

This sector has l0 programmes and was initially allocated Kshs.50.8 billion comprising of Kshs.l4.7 billion

(28.9 pcr cent) fbr recurrent expenditure and Kshs.36.l billion (71 . I per cent) for development programmes

in FY 2014115. This allocation was later rcvised to Kshs.59 billion comprising of Ksh:s.l6.l billion (27.3

per cent of the total rcviscd allocation lor the scctor) for recurrcnt programmes and Kshs.42.'l billion

(72.7 pcr ccnt ol'the total rcvised allocation for the sector) fbr development programmes in the ap,proved

Supplerncntary Budget Il. The Watcr Resources Managemcnt programme under the State Dcpartrnent for

Water and Regional Services received the highest budgetary allocation at Kshs.32.7 billion (55-,s per ccnt of

the total revised allocation fbr thc sector) while thc General Administration, Planning and SuLpport Services

programme undcr the Ministry of Mining received the lowest allocation at Kshs.26l milli,rn (0.4 per cent

of the total gross revised allocation for the sector).

The total expenditure for the sector was Kshs.34.3 billion comprising of Kshs.l0.9 billion on recurrent

expenditure, representing an abr;orption rate of 67 .9 per cent of the rgvised annual gross budget for recurrent

programmes and Kshs.23.3 billion on development expenditure, representing an absorption rate of 54.3 per

cent of the revised annual gross budget for development programmes.

Analysis of the programme performance shows that the General Administration Planning and Support

Services programme under the State Department for Environment and Natural Resources spent Kshs .871.6

million representing the highest proportion of programme cxpenditure to revised annual gross budget for

the programme at 93.0 pcr cenl while the Water Rcsourccs Management under the State Department for

Water and Regional Services spent Kshs.l4.4 billion, rcprcsenting the lowest proportion of programme

cxpenditLrre to its revised annual gross budget at 44.1 per ccnt as shown in table 4.4 below.
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Table 4.4 Analysis of Environmental Protection, Water and Natural Resources Sector

Source: The National Treasury and MDAs

4.5 C,eneral Economic and Commercial Affairs (GECA) Sector

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

2}l4ll5. This allocation comprised of Kshs.6.7 billion (40.9 per cent) for recurrent programmes and

Kshs.9.6 billion (50.1 per cent) for development programmes. This allocation was later revised to Kshs. I 6.6

billion, comprised of Kshs.7.9 billion (47.- per cent of the total revised gross allocation for the sector) for

recurrent programmes and Kshs.8.7 billion (52.3 per cent of the total revised gross allocation for the sector)

for development programmes.

The Industrial Development and Investments programme under the Ministry of Industrialization and

Enterprise development received the highest allocation at Kshs.4.l billion (24.8 per cent of the total revised

gross allocation for the sector) while the General Administration, Planning and Support Services programme

under the State Department for East African Affairs received the lowest allocation at Kshs.198.9 million

(1.2 per cent of the total revised gross allocation for the sector).
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0.6 0.2 ().tt 90.90.8 0.2 0.9 0.7 0.2 0.9
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14.4 41.t26.4 2.8 29.9 32.7 0.8 13.6Water Resources Management 2.9 23.5

79.50.6 3.4 4.0 0.6 2.6 3.2lntegrated Regional
Development

0.6 -3..1 4.0

State

Department
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0.3 0.2 0.0 ().2 t{9.80.2 0.01 0.2 0.3 0.0
Ceneral Administration
Planning and

Support Services

0.3 0.5 ri2.l0.1 0.6 0.3 0.4 0.6 0.1Resources Surveys and

Remote Sensing
o.2

().8 7t\.40.3 0.8 l.l 0.2 0.6Mineral Resources

Management
0.2 0.9 l.l
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Expenditure for the sector programmes in FY 20l4ll5 was Kshs.l5.l billion translating to an absorption

rate of 90.8 per cent. The total expenditure comprised of Kshs.7.3 billion on reculrent activities which

represents an absorption rate of 92.7 per cent of the revised recurrent budget while Kshs.7.7 billion was

spent on development activities, representing an absorption rate of 89.0 per cent. The Trade Development

and Promotion programme under the State Department for Commerce and Tourism spent Kshs.3.l billion

recording the highest absorption rate at 96.7 per cent while Industrial Development and Investments

programme under the Ministry of Industrialization and Enterprise Development spent Kshs.3.4 billion

recording the least absorption rate of 82.4 per cent. Table 4.5 below shows the analysis of the GECA Sector

Programmes during the period under review.

Table 4.5: of the GECA Sector Programmes (Kshs. Billion)

Soarce: MDAs and National Treasury

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

The GJLOS sector comprises of 22 programmes spread across 15 departments/ministries. The sector was

allocated Kshs.130.9 billion in the FY 20l4ll5 to implement its programmes. The allocation comprised of

Kshs.l lg.Zbillion (91 .1 per cent) as recurrent expenditure allocation and Kshs.l 1.7 billion (8.9 per cent) as

development expenditure. The allocation was revised to Kshs.l50.9 billion comprised of Kshs.137.8 billion

(9 I .3 per cent of the total revised gross allocation for the sector) for recurrent programmes and Kshs. I 3. I

billion (52.3 per cent of the total revised gross allocation for the sector) for development programmes.
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0.1 0.4 0.3 0.05 0.4 84.5
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Planning and
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Developmert
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Affairs General Administration,
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The Policing Services programme under the State Department for Interior received the highest allocation

at Kshs.76.9 billion which was 51.0 per cent of the total revised gross budget while the Promotion of

Gender Equality and Freedom from Discrimination programme under the National Gender and Equality

Commission received the lowest allocation at Kshs.290.3 million translating to 0.2 per cent of the total

revised gross budget for the sector.

The total expenditure for the sector in the FY 20l4ll5 amounted to Kshs.ll6.3 billion comprising of

Kshs. I 10.3 billion as recurrent expenditure, representing an absorption rate of 80.0 per cent of the revised

annual gross budget for recurrent programmes while development expenditure was Kshs.6.0 billion,

representing an absorption rate of 45.4 per cent of the revised annual gross budget for development

programmes in the sector.

Analysis of the programme performance shows that Implementation of the Constitutron programmed

under CIC spcnt a total of Kshs. 0.3 billion representing the highest proportion of programme expenditurc

to its revised annual gross budget at 103.9 per cent while the Legal Education Policy programme under the

Office of the Attorney General incurred Kshs.0.3 billion, represcnting the lowest proportion of programme

expenditure to revised annual gross budget for the programme at 46.6 per cent as indicated in tablc 4.6

below.

Table 4.6: of GJLOs Sector Billion

91.7 
1
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n4.6

70.0

95.4

2.5 57.4 74.6Policing services 63.2 2.8 66.0 70.7 6.2 76.9 54.9

National Government
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field services
I t.6 0.4 12.0 16.6 l..l n.9 10.9 0.t I 1.0 (r1.5

Covemment Printing
Services

0.6 0. I o.1 0.8 0.I 0.9 0.5 0.I 0.5 6t.8

State Department
fbr Interior

Population
Management Services

3.9 t.l 5.0 5.2 6.3 4.3 1.0 5.3 84.t3

National Govemment
Administration and

field services
0.1 0. I 0.t 0.1 0.0.+ 0.04State Department

for Coordination
of National
Covernment

Correctional services 0.7 16.0 t7.t 0.6 17.7 15.7 ().5 16.2

0.0 0.7
Legal Services to
Govemment and the

Public

15.4

1.3 0.04 r.3 t.0 0.0 t.l 0.7

Constitutional
Reforms

1.2 0.01 t.2 1.3 0.0 t.4 1.3 1.3

Legal Education and

Policy
0.5 0.1 0.6 0.5 0.t 0.6 0.2 0.1 0.3 46-6

0.7 0.3 0.04 0.7 62.t

Office of the
Attomey Ceneral
and Department
of Justice

Ceneral
Administration,
Planning and
SuDDort Services

0.7 0.4 l.l t.l 0.6

The Judiciary Dispensation of Justice I1.9 5.6 t'7.5 t0.'7 3.1 13.8 r0.3 1.6 l l.9 86.0
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Ethics and

Anti-Corruption
Commission

Ethics and Anti-
Comrption

1.5 0.3 1.8 1.1 t.7 1.7 o.o2 t.7 98.8

Directorate
of Public
Prosecutions

Public Prosecution
Services

t.7 0.1 1.9 1.7 0.1 t.8 t.3 0.01 1.3 70.8

Commission
for the
Implementation
of the

Constitution

Implementation of the

Constitution
0.3 0.3 0.3 0.3 0.3 0.3 103.9

Registrar of
Political Parties

Registration,
Regulation and
Funding of Political
Pa rt ies

0.5 0.5 0.5 0.5 0.5 0.5 97.7

Witness
Protection
Authority

Witness Protection 0.2 0.2 0.3 0.3 0.3 0.3 93.5

Kenya National
Commission ol'
Human Rights

Protection and

Promotion of Human
Rights

0.4 0.4 0.4 0.4 0.3 0.3 91.5

Independent
Electoral and
Boundaries
Commission

Management of
Electoral Processes

3.0 0.I 3.1 6.8 0.2 7.0 5.2 0.t 5.3 76.1

Judicial Service
Commission

Dispensation of Justice 0.4 0.4 0.3 0.3 0.3 0.3 79.1

National
Police Service
Commission

National Police
Service Human
Resource Management

0.3 0.3 0.5 0.5 0.4 0.4 93.6

National Cender
and Equality
Commission

Promotion of Gender
Equality and
Freedom from
Discrimination

0.3 0.3 0.3 0.3 0.3 0.3 96.4

lndependent
Police Oversight
Authority

Policing Oversight
Services

0.2 0.2 0.3 0.3 0.3 0.3 9t.7

Source: MDAs and National Treasury

4.7 Health Sector

The Health sector was initially allocated Kshs.47.4 billion to fund 5 programmes in FY 2014115. This

allocation was later revised to Kshs.54.l billion comprising of Kshs.29.3 billion (54.1 per cent of the total

revised budget) for recurrent programmes and Kshs.24.8 billion (45.9 per cent of the total revised budget)

for development programmes. The Curative Health Services programme received the highest allocation

at Kshs.l9.9 billion (36.9 per cent of the total revised gross budget for the sector) while the Maternal and

Child Health programme had the lowest allocation at Kshs.4.8 billion (8.9 per cent of the sector's total

revised gross budget).
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Expenditure for the sector was Kshs.38.3 billion, comprising of Kshs.24.7 billion on reculrent expenditure,

representing an absorption rate of 84.5 per cent of the revised annual gross budget for recurrent programmes

while development expenditure was Kshs.l3.5 billion an absorption rate of 54.5 per cent of the revised

annual gross budget for development programmes in the sector.

Analysis of the programme performance shows that the Maternal and Child Health programme incurred

Kshs.4.4 billion, representing the highest proportion of programme expenditure to its revised annual budget

at92.l per cent while the Preventive and Promotive Health Services incurred Kshs.8.l billion, representing

the lowest proportion of programme expenditure to its revised annual budget at59.7 per cent as indicated

in table 4.7 below.

Table 4.7: Ana of Health Sector Programmes (Kshs. Billion)

Source: MDA.v und Nutionul Treu.sun'

4.8 Public Administration and International Relations Sector

The Public Administration and International Relations (PAIR) sector has32 programmes. The sector was

initially allocated Kshs.196.9 billion in the FY 2014115 to implement its programmes. The allocation

comprised of Kshs.94.2 billion (47.9 per cent) as recurrent expenditure allocation and Kshs.l02.7 billion

(52-2 per cent) as development expenditure allocation. This allocation was later reviscd in the approved

Supplementary Budget II to Kshs.2l8.9 billion comprising of Kshs.l00.4 billion (45.9 per cent of the total

revised gross allocation for the sector) for recurrent programmcs and Kshs.ll8.5 billion (54.1 pcr ccnt of

the total revised gross allocation for the sector) for developntent progralnmes.

The Economic Policy and National Planning programmc under thc Statc Dcpartment lbr Planning rcccivcd

the highcst allocation at Kshs.40.6 billion which was lti.6 pcr ccnt ()lthc total rcviscd gross buclget u'hilc
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4.tt 0.4 5.3 4.1 0.,1 4.5 85.8Health Research and

[)evelopment
4.1{ 0.4 5.3

-s.3 2.t3 ti. I 59.93.3 5.5 8.u 5.3 Ii.2 r3.6

(ieneral

Adrn in istration,
Planning & Support
Services

91. l4.3 4.3 0.1 4.7 4.8 0.0 4.4 44

Ministry
ol'

Health

Maternal and Child
Health

0.0

TMPLEMENTATTON REVTEW REPORI FY 2O14/13



trFFlCE OF THE trtrNTROLLER trF BUDGET

the Governance and National Values programme under the Public Service Commission received the lowest

allocation at Kshs.ll2.3 million translating to 0.1 per cent of the total revised gross budget for the sector.

Thc totalcxpcnditurc forthc sectorin thc FY2014/I5 amounted to Kshs.160.5 billion comprisingofKshs.87.0

billion as recurrcnt expenditurc, rcprescnting an absorption rate of 86.6 per ccnt of the revised annual gross

budget for rccurrcnt programmes whilc dcvelopment cxpcnditure was Kshs.73.5 billion, reprcsenting an

absorption rate of 62.1 pcr cent of thc rcr,'iscd annual gross budgct for development programmes.

Analysis of thc prograrnme perfonnanr:c shows tl:at the Monitoring and Evaluation Services programme

under the State Dcpartment for Planning spcni Kshs.36ti.tt million representing the highest proportion of
programmc cxpcnditure to revised annual gross budget for the programme at 136.7 per cent while the

Special Initiatives programme under the State Department of Devolution, representing the lowest absorption

in the sector of 42.0 per cent as shown in table 4.8 below.

Table 4.8: Analysis of PAIR Sector mmes (Kshs. Billion)
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4.9 Social Protection, Culture and Recreation

ThesectorwasinitiallyallocatedKshs.24.l billiontofund l0programmesintheFY20l4l15.Theallocation

comprised of Kshs.l I .l billion (46.1 per cent) for recurrent expenditure and Kshs.l3 billion (53.9 per cent)

for development expenditure. This allocation was later revised to Kshs.25.2 billion comprising of Kshs.l I .8

billion (46.8 per cent of the total revised allocation for the sector) for recurrent programmes and Kshs.l3.4

billion (53.2 per cent of the total revised gross allocation for the sector) for development programmes. The

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

the highest budgetary allocation at Kshs.l5.0 billion (59.6 per cent of the total gross rcvised allocation for

the sector) while the General Administration, Planning and Support Services programme under the Ministry

ANNUAL NATIONAL EOVERNMENT BUDEET
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of Sports, Culture and Arts received the lowest allocation at Kshs.2l6 million (0.9 per cent of the total

revised gross allocation for the sector).

The total expenditure for the sector in FY 2014/15 was Kshs.20.6 billion comprising of Kshs.9.3 billion on

recurrent expenditure, representing an absorption rate of 79.2per cent of the revised annual gross budget

for recurrent programmes and Kshs.l 1.3 billion on development expenditure, representing an absorption

rate of84.l per cent.

Analysis of the programme performance shows that the Library Services programme under the Ministry

of Sports, Culture and Arts spent Kshs.l .1 billion, representing the highest proportion of programme

expenditure to its revised annual gross budget at99.2 per cent while the Social Development and Children

Services programme under the Ministry of Labour Social Security and Services spent IGhs.2.4 billion,

representing the lowest proportion of programme expenditure to its revised annual gross budgetat 67.4

per cent.

Table 4.9: Analysis of Social Protection, Culture and Recreation Sector Programme

(Kshs. Billion)
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Ministry
of Sports,
Culture
and Arts

General
Administration,
Planning and
Support Services

0.2 0.01 0.2 0.2 0.0 0.2 0.2 0.01 0.2 96.5

Promotion of the Best
Labour Practice

0.4 0.2 o.7 0.4 o.2 0.5 0.3 0.2 0.5 74.7
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0.6 o.4 1.0 0.5 0.2 0.8 75.7

Social Development
and Children Services

2.6 0.9 3.4
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4.10 National Security Sector

The National Security sector was allocated Kshs.90.7 billion which was rcviscd to Kshs.97.9 billion to fund

4 programmes during the FY 2014115. The Defencc programme reccived thc highcst allocation at Kshs.77.3

billion (79.0 per cent of the total revised budgct for the sector) whilc the Civil Aid prograrnmc rcccivccl thc

lowest allocation at Kshs.0.5 billion (0.5 pcr cent of thc total reviscd gross budgct for the sector).

Expenditure for the sector in FY 20l4l15 amountcd to Kshs.97.9 billion which rcprescntcd an absclrption

rate of 99.9 per cent of the rcvised annual gross budgct fbr the sector. Analysis of progratnntc pcrl'ortnancc

shows that the Defence programme under the Ministry of Deflence Kshs.77.8 billion reprcscnting thc highcst

proportion of programme expenditure to revised annual gross budgct for thc programme at 100.(r per cent.

Table 4.10: National Security Sector Programmes (Kshs. Billion)

Source: MDAs and National Treasury
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5.0 KEY ISSUES AND RECOMMENDATIONS

This section identifies some of the pertinent issues that affected budget implementation during the reporting

period. It also presents recommendations by the Office aimed at addressing the issues that affected budget

implementation.

5.1 Low Absorption of Development Funds

In FY 2014/15, a total of Kshs.696.5 billion was allocatcd to development projects and programmes while

Kshs. I .l 7 trillion wcnt to recurrcnt expenditure. Devclopment expenditurc translated to 37 .2 per cent of the

total National Govcrnment Budget.

During the yeaq dcvclopment expenditure was Kshs.3 18.7 billion representing an absorption rate of45.8 per

ccnt of the development budget allocation while recurrcnt expenditure was Kshs.l.05 trillion representing

an absorption rate of 89.7 per cent.

The dcvelopment expenditure absorption rate of 45.8 per cent was a decline from the absorptron rate of 52

per cent attained in FY 2013114. There is therefore, nced for the MDAs to enhance efforts to achieve higher

ratcs of developmcnt cxpenditure.

s.2 High Public Debt Position

By June 2015, the total public debt had increased by 20.3 per cent from Kshs.2.36 trillion in June 2i)14 to

Kshs.2.84 trillion translating to 53.1 percent of GDP. Increasing public borrowing may result in undesirable

fiscal consequences such as high interest rates, inflation, and overburdening of future generations.

It is rccommended that, the National 'freasury should take appropriate measures to ensure that the public

debt does not reach unsustainable levels.

5.3 Timing of Supplementary Budgets

During the FY 2014115, the National Treasury prepared two Supplementary Budgets, which were both

approvcd in the fourth quarter of the financial ycar. The first Supplementary Budget was approved on

29'r'April,20l5 whilc thc second on 26'r'of June, 2015.

While budget revision is permitted undcrArticle 223 of the Constitution and Section 44 of the PFM Act,

2012, the timing ol-Supplementary Budgets should allow sufficient time for implementation of activitics.

When supplementary budgets are approved towards the end of the financial ycar, implementation of
activities by the MDAs may be hampcrcd.

Wc rccommend that Parliament should consider and approve budget revisions in good tirnc to allow lor

tirlcly irnplernentation of activitics.

ANNUAL NATIONAL GOVERNMENT BUDE ET
tMPLEMENTATItrN REVTEW REPORT, FY 2O14/15
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5.4 Delays in Release of Funds by the National Treasury

As at June 2015, a total of Kshs. lll.92 billion was reported as pending bills by the MDAs. The MDAs cited

failure by the National Treasury to release exchequer issues in a timely manner as the reason that occasioned

the pending bills.

A high level of pending bills may negatively affect businesses and may also affect implementation of

planned activities in the following financial year as budgeted funds will be used to settle the pending bills.

We recommend that the National Treasury should fund MDAs in a timely manner in line with their cash

flow projections and procurement plans.

5.5 Delay in Submission of Financial Reports to the OCOB

Section 83 of the Public Finance Managemcnt Act, 2012 requires accounting officers to submit quarterly

financial reports to the OCOB. Further, in order to facilitatc timely reporting, the Office has requested

all MDAs to submit financial reports by l0'r'of the month following the end of each quarter. Dcspite this

requirement, a total of l2 MDAs had not submitted their annual financial reports by thc timc of finalizing

this report.

We recommend that all MDAs should submit financial reports by l0'r'of the month following end of each

quarter to facilitate timely reporting by the OCOB.

ANNUAL NATIONAL GOVERNMENT BUDEET
IMPLEMENTATIT]N REVIEW REPtrRT. FY ztr14/15
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6.0 CONCLUSION

This report sought to provide an overview on budget implementation during the FY 201 4ll5by theNational

Government. The report indicates a growth in absolute amounts for both recurrent and development

expenditure compared to the prior year. Total MDAs expenditure stood at Kshs.l.37 trillion, an increase

from the Kshs.1.l4 trillion incurred in FY 2013114. However, this was a decline in absorption of funds

where, development expenditure achieved an absorption rate of 45.8 per cent while recurrent expenditure

was 84.6 per cent compared to 52 and 87.3 per cent in FY 20l3ll4 respectively. Therefore, MDAs need

to improve on the execution of the budget, particularly, development activities by synchronizing their

workplans and the cash flows to enhance absorption of funds.

The report indicates a24.5 per cent growth in exchequer revenue received by the National Treasury with all

revenue streams achieving the set targets. These results have been achieved against a backdrop of a largely

stable macroeconomic environment. However, towards the end of the financial year, the Kenya shilling

depreciated against the world's major currencies which may trigger inflationary pressures. This call for

measures to maintain the currency stability and sustain the strides made in revenue collection. Improved

revenue performance will subsequently reduce the budget deficit and ultimately, the debt stock. Delay in

release of funds by the National Treasury contributed to high levels of pending bills as at 30'h June 2015.

The National Treasury should release funds to the MDAs in a timely manner and also address the

growing public debt. Parliament should approve budget revisions in good time to allow sufficient time for

implementation of activities before year end. Finally the MDAs should strive to submit financial reports to

OCOB in a timely manner to facilitate reporting.

ANNUAL.NATIONAL GOVERNMENT BUDGET
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