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STATEMENT FROM THE CONTROLLER OF BUDGET

It is with great pleasure that I present the fifth
Annual Report of the Office of the Controller of

Budget (OCOB) in accordance with Article 254 of
the Constitution of Kenya, 2010 and Section 5(b)

of the Controller of Budget Act, 20L6. The report

is an accountability statement to the people of
Kenya on the achievements made by the Office in

the implementation of its mandate and covers the

period fuly 2015 to June 20L6. The report contains

a description of the activities of the Office and the

financial statements.

The report gives the status of implementation of OCOB activities during the

Financial Year [FYJ 201,5/1,6 in line with its key constitutional mandate which

is to oversee the implementation of budgets of both the National and Countl

Governments and submit to Parliament a report on the implementation of thr

budgets of the national and county governments every four months. Specificalll

it provides a synopsis on the withdrawal from public funds particularly thr

Consolidated Fund and Revenue Fund.

Duringthe 20L5/1,6 FinancialYear;the Officeregistereda numberofachievemenl

as enumerated in this report. The Office continued to prepare statutory repor'

on implementation of the budgets of the national and county governments aI

submitted to Parliament in accordance with Article 228(6) of the Constitutior'

Kenya, 20L0. The reports highlight key issues such as exchequer releases to

levels of government, total expenditure, absorption of funds released fo

implementation, challenges affecting the Office in the discharge of it-

and other major challenges affecting budget implementation at bot'

government.

x Providing Product Financial Management in the Public Sector
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The Office has restructured some of its key processes to ensure timely approval

of exchequer requisition from Ministries, Departments and Agencies as well

as the County Governments. In particular; the Office reviewed the procedures

manual that guide the process of approval of withdrawals from public funds by

spending entities. As a result, the total exchequer issues released to both levels

of government amounted to Kshs.1,833.2 billion representinga12.6 per cent

increase compared to the exchequer issues released in FY 2OL4/t5. A total

of Kshs.720.3 billion was released to fund recurrent budget for the National

Government which was equivalent to 98.1 per cent of the revised recurrent net

estimates. The National Government total recurrent expenditure was Kshs.706.5

billion translating to an expenditure rate of 87.L per cent of the revised gross

recurrent estimates, an increase in expenditure rate from 84.6 per cent recorded

duringthe previous year. Absorption rate for development expenditure increased

to 66.3 per cent of the revised gross development budget estimates from 62.4

per cent recorded in the previous year.

The Office approved the transfer of Kshs. 303.5 billion to the County Operational

Accounts from the CRFs. These comprised of Kshs.195.7 bitlion (64.5 per

cent) for recurrent expenditure and Kshs.107.8 billion [35.5 per cent) for

development expenditure. On the other hand, the County governments' total

expenditure amounted to Kshs.295.3 billion during the period under review.

This translates to an absorption rate of 80.4 per cent which is an improvement

by L percentage point compared to Kshs. 258.0 billion spend in the previous year.

Recurrent expenditure amounted to Kshs.L9l.9 billion representing 91'9 per

cent of the annual recurrent budget, and a decline from 92.4 per cent reported

in Fy2014/15. Development expenditure amounted to Kshs.103.5 billion,

translatingto an absorption rate of 65.2per cent, a marginal improvementfrom

62.4 per cent attained in FY201,41t5 when total development expenditure was

Kshs.90.4 billion.

The Office released Kshs.476.3 billion equivalent to 96.3 per cent of the revised

net estimates to the Consolidated Fund Services. This included Kshs.42L'8 billion

Providing Product Financial Management in the Public Sector XI
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released to service public debt, Kshs.50.9 billion for pensions and gratuities,
Kshs.3.54 billion for salaries and allowances of constitutional office holders,

Kshs.L.B billion for subscription to international organizations and Kshs.7O0.0

million for guaranteed loans.

The Office of the Controller of Budget reviewed the Budget Estimates for FY

20L6/17 for county governments to ensure compliance with legislations in
place. The Office made several recommendations that resulted in setting of more
realistic targets in the budget estimates and improvement in the absorption of
funds. The Office also ensured that the set ceilings between the legislature and
the executive reduced conflicts among the two arms of government at the county
level.

The Office held two public participation forums covering 12 county governments
during the 201,5/16 financial year. The main objective of the fora was to sensitize
the public on their role in public financial management at national and county
level and to improve interaction between the Public and the Office in order to
enhance oversight on the usage ofpublic resources.

These achievements would not have been realized without support and
collaboration with other stakeholders. The Office received invaluable support
from the National Assembly, the Senate, the National Treasury, all the Ministries,
Departments, and Agencies of the National Government, Counties, Council of
Governors and Development Partners. In particular; the Office collaborated with
UNWomen, the National Treasury and the Council of Governors to strengthen the
capacity of the MDAs and County governments on Gender Responsive Budgeting.

These achievements have not been without challenges. For instance, MDAs and
the County Governments have been delaying to submit their financial reports thus
affecting the timely reporting by the Office as required by law. In order to meet the
constitutional and legal requirements, all MDAs should ensure that expenditure
reports are submitted to the Controller of Budget in a timely manner in order to

xu Providing Product Financial Managementin the Public Sector
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allow for the publication and submission of the Budget Implementation Review

Reports to Parliament and other stakeholders including the Public.

The Office developed a Monitoring and Evaluation (M&E) framework to monitor

implementation of budgets of the national and county government. Through

monitoring of projects, the Office effectively advises both the Executive and

the Legislature on budget implementation matters. To this end, the Office

conducted a monitoring exercise in all the 47 counties to establish the status

of implementation of programmes/projects based on the approved FY201,4/Ls

Budgets in selected sectors. The results indicated that there is commendable

progress in provision of services by the devolved governments although there

still exist variations across the counties. The Office noted that there is still poor

linkage between planning and budgeting and there are widespread time-lags

in implementation of projects. The Office therefore recommends the linking

of planning to budgeting, implementation of programme based budgeting and

engagement of stakeholders in project implementation. In addition, devolved

units should establish functional internal M&E systems as part of their internal

operations.

The Office remains committed to promoting good practices in public financial

management and appeals to all stakeholders to play active roles in monitoring

the use of public resources to ensure approved programmes are implemented

according to plans to benefit the citizenry. Consequently, we must maintain

focus on improving the well-being of Kenyans by promoting good practices

in public finance management. Finally, I commend the OCOB fraternity on the

achievements and gains we have made so far. This would not have been realized

without the hard work, devotion and professionalism of the Team.

Mrs Agnes Odhiambo, CBS

CONTROLTER OF BUDGET

Providing Product Financial Management in the Public Sector xl11
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EXECUTIVE SUMMARY

The Constitution of Kenya, 2010 mandates the Controller of Budget to oversee

and report to the Legislature, the Executive and the Public the utilization of public

resources. Furtheq, Article 254(1) requires every Constitutional Commission and

Independent Office to submit a report to the President and Parliament, as soon

as practicable, after the end of each financial year. This report has therefore,

been prepared pursuant to this requirement and provides a summary of the

activities that the Office carried out during the FY 20L5/1,6 in line with its key

constitutional mandate as provided for in Article 228 of the Constitution.

The total exchequer issues released to MDAs and the County Governments in FY

2015 /1,6 amounted to Kshs.1,833.2 billion representinga 12.6 percentincrease

compared to Kshs.1,627.4 billion exchequer issues released in FY 201,4/1,5.

This comprised of Kshs.1,053.5 billion released to MDAs, Kshs.476.2 billion
for Consolidated Fund Services and Kshs.303.5 billion to County Governments,

compared to Kshs.910.6 billion, Kshs.454.5 billion and Kshs.262.3 billion
respectively released in FY 20L4/L5. There was a slight increase in exchequer

issues to net estimates from 90.7 per cent in FY20L4 /LS to 93.4 per cent in FY

201.s/1.6.

A total of Kshs.333.2 billion was released towards development expenditure,

Kshs.720.3 billion for recurrent expenditure, and Kshs.303.5 billion to the

County Governments. The exchequer issues released to fund development

activities represented 90.1 per cent of the revised net estimates while the

exchequer issues released to fund recurrent activities translated to 98.1 per

cent of the revised net recurrent estimates. In addition, the exchequer issues

released to fund the 47 county governments translated to 82.6 per cent of the

revised net estimates.

During the 201,5/16 Financial Year; the Office observed some issues and

challenges that should be addressed in order to improve budget implementation

xIv Providing Product Financial Management in the Public Sector
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by both national and county governments

The timing of supplementary budgets in both levels of government did not

provide sufficient time for the implementation of activities. Supplementary

Budgets in some county governments were approved towards the end of the

financial year. This hindered the implementation of activities by both MDAs and

county government entities and in turn affected the timey submission of reports

to OCOB at both levels. In addition, the delay in the approval of key budget

and planning documents as provided under Section L17 and 1,26 of the Public

Finance Management Act, 20LZ by County Assemblies negatively affected the

budget process and the overall budget implementation during the FY 2075/16.

The Office therefore urges the County Governments to ensure adherence to the

budget timelines with regard to the submission and approval of budget and

planning documents as stipulated in law

During the period under review the County Governments spent an aggregate of

Kshs.118.65 billion on personnel emoluments (PE), accounting for 40.2 per

cent of the total expenditure. This was an increase of 15.1 per cent compared

to Kshs.103.10 billion incurred in FY 20L4/1,5. The Office had pointed out

the escalating wage bill in its previous reports and observed that it may not be

sustained in the long run and may result to reduction in spending on productive

sectors. The County Governments should therefore come up with mechanisms to

contain the increasing wage bill with a view of capping expenditure on PE to 35

per cent of the County's total revenue as provided for under Section 25 of the

Public Finance Management Regulations (County Government).

During the 201,5 / 1,6 Financial Yeac the Office conducted a number of investigations

on matters affecting budget implementation brought to its attention by the Senate,

members of the public or on its own volition in line with Articles252(l)(al of the

Constitution of Kenya , 20L0. Similarly, in line with its conciliation/mediation

role as provided for under Article 252(b), the Office undertook conciliation and

mediations between warring parties among the County Governments essentially

s,

Providing Product Financial Management in the Public Sector ,NI
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on budget implementation matters. These included Counties such as Isiolo and

Garissa, among others.

The Office has developed an elaborate ICT infrastructure system to assist in

delivery of information to stakeholders which includes an interactive website.

Further; the Office developed a library management system, an asset management

system, an elaborate intranet and mail system for stafl and has put in place a

system to enable the public access budget implementation information online

using their mobile phones.

The Office relied on its Strategic Plan 2013-20L7 to guide its activities, policy

formulation and work plans. The strategic policy document is due for revision

to take stock of changes in the internal and external environment and refocus

some strategic objectives to reflect the current circumstances. The review will be

guided by the Constitution of Kenya,201,0 and other enabling legislations such as

Public Finance Management (PFMJ Act,20L2, the Controller of Budget Act,20'J.6

and other Devolution laws.

lrvl Providing Product Financial Management in the Public Sector
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CHAPTER ONE

INTRODUCTION

1.0 Background

The Office of the Controller of Budget has prepared the fifth Annual Report

pursuant Article 254 (1) of the Constitution of Kenya ,2010 which requires each

commission, and each holder of an independent office, to submit a report to the

President and Parliament at the end of each financial year. The report contains

both financial and non-financial information. Section one of the report covers

the non-financial information which entails activities implemented by the Office

during the period under review. The second part of the report is mainly the

financial information contained in the annex. The annex constitutes the report
of the Auditor General on the Office of the Controller of Budget for the Financial

Year ended 30 June 201,6 and the Financial Statement for the same period.

I n li n e with the FY2 0 L 5 / t 6 Budget th em e o f e nh an cing e conomi c tran sformati on

for a shared prosperity, the Office has regularly publicized quarterly budget

implementation reports to assist Parliament and the public to monitor how

both national and county governments are utilizing public resources to meet

the aspirations of the Public. These in-year reports have provided the basis for
assessing the level of accountability in public finance and compliance with fiscal

responsibility principles set out in Chapter 12 of the Constitution on Kenya,20L0.

The Office of Controller of Budget relies upon the COK, 2070, Public Finance

Management Act, 201,2 and other enabling legislations and regulations to

discharge its mandate. Specifically, Article 228 of the Constitution outlines

the mandate of the Office and includes; Overseeing the implementation of the

budgets of the national and county governments by authorizing withdrawal from

public funds (Article 228 (4)) and Reporting to each House of Parliament, every

four months (report) on the implementation of budgets of national and county

Providing Product Financial Management in the Public Sector I
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governments [Article 228 (6)). Further; Section 39 [8] of the PFMA requires

the Controller of Budget to ensure that the Public has access to information on

budget implementation both at the national and county government levels.

The role to oversee the implementation of budgets of both the national and county

governments also entails preparing quarterly budget implementation review

reports for both levels of government and publicizing these reports widely to

ensure the public can easily access information on budget implementation.

Other functions/roles of the office include:

. Controlling Role: To authorize withdrawals from public funds i.e.

Equalization Fund fArticle 204 (9)), Consolidated Fund fArticle
206(4)),and Revenue Fund [Article 207 (3)), if satisfied thatthe same

is in accordance with the law (Article 228 (5));

. Aclvisory Role: To advise Parliament where it may not approve or

renew the decision to stop further transfer of funds to a State organ or

any other public entity (Article 225 (7)[a)

. Mecliation/Arbitration Role: The OCOB may conduct alternative

dispute resolution mechanisms to resolve disputes on financial

matters between county government(s) and the national government

or between Counties. fArticle 252(b))

. Investig;rtion Role: The OCOB may conduct investigations on its own

motion or on a complaint made by a member of the public with regard

to budget implementation (Article 252(a)).

L.1 Budget Implementation

The Office has remained steadfast in ensuring information on budget

implementation by both national and county governments is published and

publicized as required by law. A key part of this process is ensuring effective

public participation in monitoring utilization of public funds. The Office therefore

held two public sensitization forums in Mombasa and Kisumu with participants

2 Providing Product Financial Management in the Public Sector
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drawn from the neighbouring counties. The forum provided an opportunity for
the public to engage in more fruitful discussions with the county government

policy makers to improve delivery of public services.

The rationale for citizen engagement in the budgeting process arises from the

fact that budget decisions have a significant impact on the lives of the public, and

therefore should be informed by the views and values of citizens. The scrutiny

of citizens can help to ensure that decision makers are diligent in the decisions

they make, improving the efficiency, responsiveness and accountability of
government, and guarding against corruption. Engaging citizens in fundamental

decisions, such as budget decisions, can help to overcome public mistrust.

Monitoring and evaluation is an important phase in the budgeting cycle and

entails the collection and analysis of data about budget activities. The data

should allow budget implementers to keep track of budget activities to determine

whether budget objectives are being achieved and make whatever changes that
is necessary to improve budget performance. This information is important to

planners, policy makers and implementers for informed decision making about

programme operations. This ensures efficient and effective program/project

implementation by ensuring that inputs in form of resources are transformed

into outputs and outcomes.

Accordingly, the Office undertook a monitoring exercise in all the 47 counties

to ascertain the status of implementation of programmes/projects approved in

the FY2014/15 budgets. Monitoring reports were prepared and submitted to

respective counties. These reports contain valuable information to guide counties

in strategic planning and in the allocation of resources among competing needs

and ensure improved implementation of approved programmes and projects for

the benefit of the public.

Providing Product Financial Management in the Public Sector 3
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Newly installed 5000 litres milk cooling tank and pasteurization unit at Muguga

Farmers' cooperative society, Kiambu County.

1.2 Scope and Orgatrization of the Report

The current report presents the status of implementation of the activities

and programs of the Office for the FYZ0l,5l/6. It provides information on key

milestones achieved during the reporting period, and challenges that affected

the implementation of planned activities. This report is organized into seven

chapters, including this introductory chapter. Chapter two provides a summary

of the mandate of the Office of the Controller of Budget, including the strategic

frameworkand its implementation structure. Chapterthree provides a summation

of budget implementation by both national and county governments during the

reporting period. The chapter also provides the key activities implemented by the

Office during the FYz015/L6. Challenges encountered by both the national and

county governments in the process of implementing their FY2015/L6 budgets

are captured in chapter four while the respective recommendations to address

the challenges identified in the preceding section are outlined in chapter five.

Chapter six provides a graphical summary of the organizational structure of the

office including a brief description of the functions of each directorate. Chapter

4 Providing Product Financial Management in the Public Sector
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seven is the conclusion of the report.

Finally, the report includes an annex of the Report of the Auditor General on the

Office of the Controller of Budget for the Financial Year ended 30 fune 201,6 and

the Financial Statement for the same period. It is important to mention that, the

Office has received unqualified opinion from the Audit General on its accounts

for the last three years. The Office has been in the forefront in promoting

prudent financial management in the public sector. Consequently, the Office was

recognised by the Institute of Certified Public Accountants of Kenya flCPAK), the

Capital Markets Authority (Kenya) and the Nairobi Securities Exchange [NSE)

and awarded the Financial Reporting (FiRe) Award in promoting excellence

in financial reporting, fostering sound corporate governance practices, and

enhancing both corporate social responsibility and environmental reporting.

In FY 201,5/16, the Office received the Award for the 1st Runners-up in the

Category of Ministries, Departments & Agencies and the Znd Runners up for the

Cash category.

Providing Product Financial Management in the Public Sector 
I
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CHAPTER TWO

MANDATE AND STRATEGIC FRAMEWORK

2.O Background

Article 228 of the Constitution of Kenya, 2 0 10 requires the Office to submit periodic

reports to the Legislature and the Executive on the progress of implementation

of budgets by both national and county governments. In this regard, the Office

has on regular basis submitted quarterly budget implementation review reports

of both national and county governments to Parliament and the Executive as

required by Article 228 of the COK, 201,0. These reports enable the Office to

document information on the usage of public funds at both levels of government.

Furthec they form the basis upon which Parliament, County Assemblies and the

Public scrutinize usage of public funds by spending units at both national and

county level during the year. These reports have also been publicized in both

print and online media to achieve wide coverage.

The Office may be required by the President, the National Assembly or the

Senate to prepare and submit a special report on a particular issue of interest

on budget implementation in accordance with Article 254(2) of the Constitution.

In this regard, the Office prepared the County Revenue Baseline Study, 20L5 and

shared with stakeholders. This study arose from the concern by the Office on the

underperformance [49 per cent of the target) of local revenue among the counties

during the first and second years of operation. In the same way, Article 252 (a) of
the Constitution provides that the Office of the Controller of Budget may conduct

investigations on its own motion or on a complaint made by a member of the

public with regard to budget implementation.

2.7 Mandate of the OCOB

Article 228 of the COK, 2010 mandates the Office of the Controller of Budget

Providing Product Financial Management in the Public Sector 7
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to oversee budget implementation by authorizing withdrawal from public funds

and report on the implementation of budgets of both the national and county

governments. This role also entails preparing quarterly budget implementation

review reports for both levels of government and ensuring that they are published

and publicized widely so that the public can easily access information on budget

implementation.

Other functions/roles of the office include:

. Authorizing withdrawals from public funds including the Equalization

Fund, the Consolidated Fund and County Revenue Funds, when

satisfied that the withdrawal is authorized by law.

. Advising Parliament on the need to renew or not to approve the

decision of the Cabinet Secretary in charge of finance to stop the

transfer of funds to a State organ or any other public entity.

. Reporting, after the end of each financial yea4 to the President and

Parliament
. Reporting, on a particular issue, as may be required by the President,

the National Assembly or the Senate

. Conducting investigations based on own initiative or on a complaint

made by a member of the public

. Conducting alternative dispute resolution mechanisms including

conciliation, mediation and negotiation to resolve budget

implementation disputes.

. Ensuring that the public has access to information on budget

implementation both at the national and county government level

in accordance with Article 232 of the Constitution, 2010 and Section

39[8) of the PFM Act, 2072.

The Office of the Controller of Budget provides shared services to both the

national and county governments and is required to discharge its mandate

independently and not subject to direction or control by any person or authority

as stipulated in Article 2a9Q) of the COK, 2010. This is to ensure that the office
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provides objective reports and advice to Parliament and the Executive on matters

relating to budget implementation.

In discharging her mandate, the Office is guided by the principles of public finance

that have been integrated in the policy documents of the Office of the Controller

of Budget. Some of the values incorporated in the Strategic Plan and other policy

documents such as the Human Resource policy are:

1.. Patriotism, national unity, the rule of law, democracy and participation of

the people;

2. Human dignity, equity, social justice, inclusiveness, equality, human rights,

non-discrimination and protection of the marginalized;

3. Good governance, integrity, transparency and accountability

2.2 Strategic Plan (2013-2017)

A strategic plan is an important tool to an organization because it provides a

sense of direction and outlines measurable goals. The Office has a strategic plan

in place that guides policy formulation and day-to-day decision making process

as well as evaluating progress towards meeting its constitutional mandate.

2.2.1 Vision

"To be a leading and independent oversight institution in public financial

management"

2.2.2 Mission

"To guarantee prudent public financial management through overseeing

implementation of the Government budgets by controlling and monitoring the

use of public funds and reporting on budget implementation for the benefit of all

Kenyans."
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2.2.3 Core Values

In carrying out its mandate, the office of the Controller of Budget will uphold the

following core values:

Honesty and Integrity; Professionalism; Accountability and Transparency;

Innovation and Creativity; Teamwork; Efficiency; and Independence

2.2.4 Strategic Obiectives

The operations of the Office are guided by six key strategic objectives. Each

objective is cascaded to various strategies and activities that aim to achieve

results in key result areas. The following are the six strategic objectives.

L. To ensure timely approval of withdrawals from the Consolidated Fund,

County Revenue Fund and Equalization Fund;

2. To oversee and regularly monitor the utilization of public funds

released to spending units;

3. To enhance openness, accountability and public participation in
prudent financial management;

4. To participate and provide advice on financial, planning and budgeting

issues;

5. To build capacity of the Office to deliver on its mandate; and

6. To ensure the public has access to comprehensive, understandable,

credible and timely information.

The organizational structure of OCOB presented in chapter five is designed to

deliver key results on each of these strategic objectives.

I0 
| 
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CHAPTER THREE

PERFORMANCE AND ACHIEVEMENTS

3.0 Performance

The Constitution of Kenya, 2010 and other enabling legislations empower the

Controller of Budget to oversee the implementation of budgets of both the

national and county governments. Consequently, the Office has a constitutional

mandate to approve requests from both MDAs and County Governments for the

release of funds from the public funds namely the Consolidated Fund, County

Revenue Funds and the Equalization Fund to finance approved programmes. In

line with this mandate, the Controller of Budget is committed to ensuring that

exchequer requests are approved in time to ensure seamless flow of funds to

the targeted programmes for the benefit of the Public. The Office also publishes

budget implementation reports on quarterly basis highlighting the status of

implementation of approved programmes at both levels of government.

To realise its strategic objectives, the Office relied on its Strategic Plan 20L3-20L7

to guide activities, policy formulation and work plans and made the following

progress and achievements towards its targeted objectives. The operations of

the Office are run under one programme namely; Controlling and Management

of Public Finances under the Medium Term Expenditure Framework (MTEF).

Under this programmes, the Office seeks to promote prudent public financial

management by timely authorization of withdrawals from Public Funds and

reporting on budget implementation for both levels of governments.

The programme comprises of four sub-programmes as listed below:

t. Authorization of withdrawals from public Funds;

ii. Budget Implementation and Monitoring;

iii. Administration and Support Services; and,

iv. Research and Planning.
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3.1 Authorization of Withdrawals from Public Funds Sub-Programnle

The sub-programme entails approval of exchequer requisitions from the public
funds subject to compliance with relevant laws and regulations. The Office has

streamlined some of the processes under this sub-programme to ensure timely
approval of exchequer requisition from Ministries, Departments and Agencies as

well as the County Governments. This includes reviewing the Procedures Manual

that provides guidance on the process of approval of withdrawals from public

funds by spending entities at both national and county government coupled with
training of the staff to enhance their capacity on the same. The Procedures Manuals

were also reviewed to reflect existing regulatory framework and practicability
in terms of implementation. As a result, the Office spends approximately half a

day to review exchequer requisition documents from the National government

and approximately four hours [aJ to review exchequer requisition documents

from the County Government - if the documents submitted are in order - down

from two to three days previously. Howeve4 there are some incidents where

the documents submitted from the counties have errors and therefore may

take longer than this time. The reduction in the turn-around time is attributed
to improvement in operational processes at the Office that aim to ensure that
exchequer requests are approved within the shortest time possible.

3.1.1 Exchequer Issues and Resource Absorption

The total exchequer issues released to MDAs and the County Governments in FY

201,5/1,6 amounted to Kshs.1,833.2 billion and represented a L2.6 per cent
growth compared to the exchequer issues of Kshs.1,627.4billion released in FY

20L4/L5.This comprised of Kshs.1,053.5 billion released to MDAs, Kshs.476.2

billion released for Consolidated Fund Services and Kshs.303.5 billion for the

County governments, compared to Kshs.910.6 billion, Kshs.454.5 billion and

Kshs. 262.3 billion issued to MDAs, CFS and County governments respectively,

in the FY 2014/1,5. The exchequer issues to net estimates increased marginally

from 90.7 percentin FY 201.4/15to93.4 percentin FY 2015/1,6.
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Further analysis of the exchequer issues indicated that Kshs.333.2 billion was

released towards development expenditure, Kshs.720.3 billion for recurrent

expenditure, and Kshs.303.5 billion to the County Governments. The exchequer

issues released to fund development activities represented 90.1 per cent of the

revised net estimates while the exchequer issues released to fund recurrent

activities translated to 98.1 per cent of the revised net recurrent estimates. In

addition, the exchequer issues released to fund the 47 county governments

translated to 82.6 per cent of the revised net estimates (Table L)'

Table 1: Exchequer Issues Processed in the FY2O15l16 (Kshs. billion)

Nature of

Expenditure

Revised

Gross

Estimates

Revised

Net

Estimates

Exchequer

Issues

Released

Actual

Expenditure

Exch. Issues

to Net

Estimates

(o/ol

Absorption

Rate (o/o)

Recurrent 811.6 734.51 720.28 706.50 98.1 87.1

Development 687.9 369.66 333.17 451.8* 90.1 66.3

CFS 494.7 494.68 476.25 475.5 96.3 96.t

County

Governments
367.4 367.4** 303.5 295.3 82.6 80.4

Total 2,355.6 1,966,3 1,833.2 1,929.1 93.2 81.9

Source: OCOB

*Actual development expenditure was higher than the corresponding exchequer

issues released partly due to loans A-in-A and grants A-in-A.

**Refers to shareable revenue exchequer t'ssues'

3.L.2 Recurrent Exchequer Issues and absorption

During the FY2015/L6, the total exchequer issues released to fund recurrent

budget for national government amounted to Kshs.720.3 billion which was

98.Lper cent of the revised recurrent net estimates. The total recurrent
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expenditure during the period under review was Kshs.706.5 billion translating
to an absorption rate of 87.1per cent of the revised gross recurrent estimates, an

increase in absorption rate from 84.6 per cent reported in the FY 201,4/15.

3.1.3 Development Exchequer Issues and absorption

The total exchequer issues released to fund the development programmes by
MDAs in FY2015/L6 amounted to Kshs.333.2 billion translating to 90.L per cent

of the revised net development estimates. During the reporting period, the total
expenditure by MDAs was Kshs.451.B billion representing an absorption rate of
66.3 per cent of the revised gross development budget. This was an improvement

from an absorption rate of 45.8 per cent achieved in the FY20L4/L5.

3.L.4 Exchequer Issues to County Governments

As of f une 3Oth, 2016, the Controller of Budget had approved transfers amounting
to Kshs.264.2 billion as the shareable revenue from the Consolidated Fund to the
various County Revenue Funds [CRFs). During the reporting period, the Office

approved transfer of Kshs. 303.5 billion which comprised of both the sharable

revenue and county own local revenues from the CRFs to the County Operational
Accounts to meet operational costs of various approved programmes. The

approved transfers comprised of Kshs.L95.7 billion (64.5per cent) for recurrent
expenditure and Kshs.L07.B billion (35.5 per cent) for development expenditure.

The total expenditure by the County governments in FY 201,5/1.6 amounted
to Kshs.295.3 billion, translating to an absorption rate of 80.4 per cent of the
aggregated annual County budgets, a slight increase from the 79.1 per cent

attained in FY 2014/15 with a total expenditure of Kshs. 258.0 billion. Recurrent
expenditure amounted to Kshs.191.B5 billion, representing 91.9 per cent of the
annual recurrent budget, and a decline from92.4 per cent reported inFY201,4 /L5.
Development expenditure amounted to Kshs.Kshs.L03.5 billion, translating to a
performance rate of 65.2 per cent, a marginal improvement from 62.4 per cent
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attained inFY20L4/L5 when total development expenditure was Kshs.90.4 billion

3.1.5 Exchequer Releases for Consolidated Fund Services

InFY2015 /l.6,thetotalexchequerreleasedtoCFSamountedtoKshs.4T6.2billion,
equivalent to 96.3 per cent of the revised net estimates. The exchequer issues

for this category comprised of Kshs.421.B billion released for servicing public

debt, Kshs.50.9 billion for pensions and gratuities, Kshs.3.25 billion for salaries

and allowances of constitutional office holders, Kshs.L.8 billion for subscription

to international organizations, and Kshs.700.0 million for guaranteed loans. The

cumulative expenditure for these categories was Kshs.475.5 billion translating

to absorption rate of 96.1. per cent of the annual revised gross estimates for CFS.

3.2 Budget implementation and Monitoring Sub-Programme

The main activity under budget implementation and monitoring sub-programme

is reviewing and analyzing the status of implementation of approved programmes

at both national and county government. Since inception, the Office has been

reviewing on quarterly basis how public funds are being utilized by spending units

at both levels of government and reporting on the same to both the Parliament

and the Executive. The in-year budget implementation review reports prepared

by the office are key documents that provide comprehensive, understandable,

credible and timely budget implementation information that the Public can use

to monitor the compliance of public institutions with the principles of public

finance.

3.2.L Publishing of Budget Implementation Review Reports

The OCOB monitors and prepares statutory reports to Parliament on the

implementation of the budgets of the national and county governments in

compliance with Arti cle228(6) of the Constitution of Kenya 20t0.These quarterly

budget implementation review reports are used to monitor the implementation
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of the budgets of the MDAs and counties. A total of eight reports per annum were

published, submitted to Parliament and widely publicized. They consisted of four

quarterly reports for each level of government.

These reports have also been uploaded on Budget Yetu Mobile Application

available on Google Play, Apple Store and Microsoft Store and can be downloaded

at no cost. The reports are also available on the OCOB website.

Some of the critical issues raised in these reports include; Low out-turn of donor

funding, unclear accounting for expenditure on capital transfers by MDAs and

the non-disclosure of A-in-A in the IFMIS generated reports at the National

government level. The Office also observed that counties were facing critical

issues including low absorption of development funds, accumulating huge

pending bills, high expenditure on Personnel Emoluments, Inadequate Internal

Audit Function and Audit Committees, Un-procedural borrowing by the Counties,

Capacity challenges in the use of the IFMIS E-procurement module.

3.2.2 Advice to the Legislature and Executive on Budget lmplementation
Issues

The Office of the Controller of Budget has held various meetings with the

committees of Parliament to discuss issues raised in Budget Implementation

Review Reports IBIRR) and provided advice on the way forward. The Office has

also continually provided advice to the Executive on budget implementation.

3.2.3 Review of FY2015 /16 andFY2O76/17 County Draft Budgets

The Office reviewed all the 47 County Budget Estimates for FY 2016/t7 to

ascertain compliance with the law. During the review some key issues in the

draft budgets were noted and corrective measures were communicated to the

respective counties. For example, some County Budgets did not fully comply with
the Programme Based Framework and lacked clear outputs, key performance
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indicators and outcome. Such counties were advised to adopt the Program Based

Budgeting framework in line with Section 12 of the Public Finance Management

Act,20L2, which requires counties to implement the Program Based Budgeting

which links the available resources to the achievement of set objectives and

outcomes. In other Counties, there were deviations between the County Fiscal

Strategy Paper (CFSP) ceilings and the budget ceilings as stipulated under Section

L29(2) (b) of the Public Finance Management Act, 201,2. The revision reduced

the high and unrealistic local revenue provisions in the budget estimates.

In general, most of the recommendations of the Office were implemented

resulting to:-
. Improvement in local revenue collection in a number of county

governments.

. Improvement in the reporting of expenditure by the county
governments.

. Establishment of public funds and enabling regulations in accordance

with the law.

. Improved service delivery in some entities due to capacity building of
their staff.

. Reduced conflicts between County executives and the County

Assemblies.

The Office also reviewed the County Fiscal Strategy Papers (CFSPs) and the

County Budget Review Outlook Papers [CBROP). The Office made appropriate

recommendations to address the issues identified in the planning documents

such as the formats of the CFSB failure to speci$r both recurrent and development

ceilings, inaccurate local revenue data and over-expenditure on certain items

especially on personnel emoluments.

3.3 Administration and Support Services Sub-Progrzlnune

The sub-programme entails administrative support services whose main
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objective is to ensure effective service delivery through building institutional

capacity of the office to deliver on its mandate.

i,j.i; r1 rt, ,irr{1 (;rp.itilr lltriltlittg lol'O(.Oll Stilf'f

Staff training is essential for both personal career growth and achievement

of organization bottom line. Training promotes job satisfaction and nurtures

employees to develop more rounded skill sets to help the Office achieve

its mandate. The Office acknowledges the importance of staff training and

development as a retention tool, instilling loyalty and commitment from staff.

It is against this background that the Office initiated various programmes and

partnerships with other stakeholders to build capacity of its staff. During the

reporting period, the Office partnered with the Kenya School of Government to

train senior staff on Strategic Leadership with a view of equipping them with

management skills. During the FY 2015/L6,technical staff were trained on public

finance management. The training sought to equip staff with emerging trends in

management of finances in the Public Sector. Table 3 provides a list of trainings

and the number of officers trained during the Financial Year Z}tS /1,6.

f

Training of County Budget Coordinators and Headquarter Staff on Leadership and

Integrity at the Kenya School of Government
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Main Trainings Senior and middle
management,(COB,
DCOB, Directors,
Chief managers,
managers))

Lower management
and Support
Staff(Research
Officers, Fiscal
Analysts, Records
Officers, HR Officers,
Procurement Officer)

Leadership & Integrity 5 27

Customer Care Training 0 10

Financial Modeling 2 35

Risk Management
Training

6 13

IFMIS Training 1 3

Senior Leadership
Development
Programme Course

0 2

Records Management 0 5

Leadership & Strategic
in Procurement & Supply
Chain

0 7

Table 2: Trainings Held and the number of officers Trained

3.3.2 Public Sensitiz:rtion Fonttns on llutlgct Inrple rneltt:rtion

The Office has remained steadfast in ensuring information on budget

implementation by both the National and County Governments is published

and publicized as required by Section 39[B) of the PFM Act, 20L2. A key part of
this process is ensuring effective public participation in monitoring utilization
of public funds. The rationale for citizen engagement in the budgeting process

arises from the fact that budget decisions have a significant impact on the lives of
the citizenry, and therefore should be informed by the views and inputs from the

Public. The scrutiny of citizens can ensure that decision makers are precise in the

decisions they make, improving the efficiency, responsiveness and accountability
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of government, and guarding against misuse of resources while engaging public

in fundamental decisions such as budget decisions, promoting transparency and

accountability by the government.

Consequently, the Office held two public fora covering tZ county governments.

The counties were clustered into two regions. The fora were held in Kisumu and

Mombasa where each of the venues hosted six counties. The Mombasa venue

hosted participants from Mombasa, Taita Taveta, Kilifi, Kwale, Tana Rivel and

Lamu counties while Kisumu was a host to Vihiga, Siaya, Homabay and Kisii

counties. The fora sensitized over 1000 members of the public. The objectives

of the fora were to ensure that the public is sensitised of their role in public

financial management at national and county level during the budget making

process as well as in monitoring the budget implementation. The fora provided

an opportunity for the public to engage in fruitful discussions with the county

government policy makers to improve delivery of services to the public.

In addition, the Office has developed a communication policy to guide on how to

engage with our various stakeholders.
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Controller of Budget addressing participants during the public sensitization

forum in Mombasa

Participants taking part during the presentations of the public sensitization

forum in Mombasa County
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Section of the participants during the public sensitization forum in Mombasa
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3.3.3 Conferences and Retreats

The Office considers participation in both local and international conferences and

workshops as important in sharing knowledge and benchmarking best practices

in public financial matters. Some of the conferences and benchmarking tours the

office participated in include;
. Effective Organizational Communications Governance Training for

Principal Secretaries, Mombasa, Kenya.

. Sixtieth (60th) Session of the Commission on the Status of Women

(CSW), United Nations Headquarters, New York.

. Benchmarking visit to the Kingdom of Morocco on Best Practice on

Gender Responsive Budgeting, sponsored by UN Women.

. Benchmarking visit to South Africa Financial and Fiscal Commission

on fiscal aspect of devolved governance.

Mrs. Agnes Odhiambo in New York during the 60th CSW Session

Providing Product Financial Management in the Public Sector 25



OFFICE OF THE CONTROLLER OF BUDGET
ANNUAL REPORT 201,5 / 201,6

3.3.4 Interactive Website and Mobile Application

The OCOB has developed an elaborate ICT infrastructure system to assist in

delivery of information to stakeholders which includes an interactive website.

The Office developed a library management system, an asset management

system, an email system for stafl and also put in place a system to enable the
public access budget implementation information online using their mobile
phones. A Content and Enhancement Committee has been set up to oversee the
website operations. The Office has been implementing the Voice Over Internet
Protocol (VOIP) to reduce telephones expenses. More telephone handsets were
procured in 2015 / t6 Financial Year.

Furthec the Office has launched the BudgetYetu Application, a mobile application
available on Google Play, Apple Store and Microsoft Store to publicize budget
implementation reports and enable users interrogate performance of both
national and county governments.

3.3.5 Staff Welfare Kitty

The Office has a staff welfare scheme that caters for welfare needs of staff to
enhance service delivery in the OCOB. The aim of establishing the scheme is to
empathize with members and show solidarity during hard times of sickness

and bereavement. This motivates the staff and makes them more productive as

well as to improve the image of the Office. Currently members are contributing
Kshs.500 per month towards the kitty. HoweveL plans are underway to review
the minimum contribution by staff to ensure the welfare kitty has sufficient funds

due to increased demand for such support.

3.3.6 FiRe Awards

The Financial Reporting [FiRe) Award is an initiative of the Institute of Certified
Public Accountants of Kenya (ICPAK), the Capital Markets Authority (Kenya)
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and the Nairobi Securities Exchange (NSEl. The initiative is aimed at promoting

excellence in financial reporting, fostering sound corporate governance practices,

and enhancing both corporate social responsibility and environmental reporting.

The public Sector Accounting Standards Board issued a directive that all public

sector entities shall submit their annual reports and financial statements for

the FiRe Award so as to benefit from feedback provided as a way of monitoring

compliance as provided under section L94 (4) of the PFMA, 20L2. To this end, the

OCOB submitted its accounts for the financial year 2073-201'4 for the FiRe Award

during the financial year 2OL5/L6. The Office was nominated in two categories

namely the Ministries, Departments & Agencies and International Public Sector

Accounting Standards flPSAS) Cash Category. The Office received the Award for

the 1st Runners-up in the Category of Ministries, Departments & Agencies and

the 2nd Runners up for the Cash category.

3.3.7 Recruitment of staff

The Office carried out recruitment to replace staff that had left and fill some of the

existing critical vacancies during theZOLS/L6 Financial Year. The Office recruited

and deployed four new members of staff, comprising of a Senior Internal Auditor

and three Internal Auditors to the Pensions Unitto expedite processing of pension

files in a bid to clear the backlog of pension files. Two officers were also recruited

and deployed to the Research and Planning Directorate'

3.3.8 OCOB Staff Insurance Covers

The Office runs a Medical cove[ Group Personal Accident cover (GPA)/Work

Injury Benefit Act IWIBA) and Group cover for its staff. This is usually renewed

every year to cater for medical expenses for the OCOB staff'

3.3.9 Legal Framework

In the Financial Year 20L5-16, the 0ffice participated, with other key stakeholders,
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in drafting and development of regulations for the Public Finance Management
Act [PFMA),20L2 which were gazetted in 20L5. The Office also engaged various
stakeholders including Parliament and the National Treasury on the need to enact
the COB Bill, 2015 which would operationalize the Office and give effect to Article
228 of the Constitution of Kenya, 2010. The Bill was passed by Parliament and
assented to by the President. The Office will be embarking on the development
of regulations to the Act to facilitate delivery of its mandate. In addition, the
Office has developed policies to guide access to information, investigations and
handling of complaints by the members of the public.

3.4 Research and Planning Sub-Programme

The Office endeavours to provide evidence-based policy recommendations on
budget implementation by participating and providing advice in the planning
and budgeting process.

3.4.1 Partnership and Collaborative Ventures

The Office acknowledges the important role of collaborative ventures with other
stakeholders as keyto formulation of sound policyframeworkto guide operations
and improve the quality of service to the public. To this end, the Office partnered
with key stakeholders such as UN Women to ensure budgets are responsive to
issues affecting women and the youth. In this respect, the Office together with
other Public Finance Management institutions with support from UN Women
undertook a benchmarking study visit to the Kingdom of Morocco to learn more
on Gender Responsive Budgeting.

Duringthe period under review the Office also participated in several stakeholder
forums with Parliamentary Committees; Ministries, Departments and Agencies

[MDAsJ and private sector with a view to foster a dynamic dialogue with all
stakeholders on public finance matters. Such collaborative ventures are essential
in enabling the office deliver on its mandate effectively. flook for photos)
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3.4.2 Special Reports

The Office prepares special reports on request from the Legislature or on its

own volition on issues of national interest in compliance with Article 252(1)(a).

During the FY2 0 1" 5 / 1,6, the office prepared special reports for the Parliamentary

oversight committees on various issues and on matters of policy to address

budget implementation challenges and achievements to facilitate informed

debates and discussions in Parliament. Some of the special reports prepared by

the Office include; The Report on County Governments Budget and Expenditure

Analysis by Sector; FY 201,4/15 and The Statement on Pending Bills in County

Governments, FY 201,4/1,5 both submitted to the Senate committee on Finance,

Commerce and Budget.

3.4.3 County Revenue Baseline Study, 2Ol5

During FY 201,5/16, the Office finalized and published the County Revenue

Baseline Study 2015 Report. The study was undertaken to evaluate the County

Governments' revenue management systems and performance with a view to

address the factors affecting budget implementation in the Counties.

The study revealed that County Governments have multiple revenue streams

(approx. 160 revenue streamsJ, but about 1-0 core streams contribute nearly 90

per cent of total local revenues. There are no clear mechanisms for setting local

revenue targets and the identification of the viable local revenue streams. This

is compounded by weak revenue management systems and inadequate technical

capacity among revenue staff leaving room for revenue leakages. The report was

shared with various stakeholders including the Counties for informed decision

making particularly on the local revenue collection targets in their budget

estimates.
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3.4.4 Collaborations with Kenya National Bureau of Statistics (KNBS)

The Office is a member of the Sector Statistical Committee (SSC) established by the

KNBS. The SSC comprises of representatives from Ministries, Departments and

Agencies as well as the Counties. The Committee was established to pioneer the

development of a National Statistical System (NSS) that would provide a reliable

statistical system to produce the necessary data for the design, implementation

and monitoring of national development policies and programmes. The Office is

an active stakeholder in an effort to improve the quality of financial information
as well as macro-economic and social data.

In addition, the collaboration between the Office and KNBS aims at developing

a National Strategy for the Development of Statistics (NSDS) that will provide a
comprehensive and unified framework for enhancing statistical capacity across

the entire national statistical system [NSS) in the country. Under the same

collaboration, the Office together with other stakeholders, are spearheading

the development of Governance, Peace and Security [GPS) data in the Country

through the African Union Commission [AUC) project through the Strategy for
the Harmonization of Statistics in Africa [SHaSA). During the FY 201,5/1,6 the
Office participated in the review of the administrative data indicators and data

collection instrument.

3,4.5 Monitoring Budgetlmplementation

Monitoring and evaluation is a an important phase in the budgeting cycle as

it is essential in assisting planners, policy makers and implementers acquire

the information and understanding necessary for making informed decisions

about programme operations. It identifies the most valuable and efficient use of
resources. It is critical for developing objective conclusions regarding the extent

to which programmes can be said to be successful or not.

The Office has a Monitoring framework in place to monitor implementation
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of budget of the national and county government programmes and projects.

The framework enables the Office to effectively advise both Executive and the

Legislature on budget implementation matters.

In the FY 2015/1,6, the Office undertook a monitoring exercise in all the 47

counties to ascertain the status of implementation of programmes/projects

based on the approved FY201,4/1,5 Budgets. The main objective of the monitoring

exercise was to provide information on the implementation status of planned

projects/programmes and an assessment of the achievement of outputs and

outcomes as a result of the implementation of the programmes as provided for in

the respective county budgets.

A sample of projects/programmes was selected from a list of projects

undertaken by the county governments. Projects were selected on the basis of

their importance, budgetary allocation and implementation timelines. Projects

with considerable budget allocations (e.g. above Kshs.2 million) were selected

for the monitoring exercise. Other criteria considered included absorption rates,

implementation time lags and others were selected based on the challenges

highlighted in the quarterly budget implementation review reports prepared

by the Office. Monitoring reports were prepared and shared with the respective

counties. These reports highlight valuable information to guide counties in

strategic planning, allocation of resources among competing needs and ensure

improved implementation of approved programmes and projects for improved

service delivery to the benefit of the public.

From the monitoring exercise, it was established that all the counties were making

good progress in provision of services to the Public. There are improvements

in a number of sectors namely: the Health, Water and Sanitation, Infrastructure

and Roads, Education particularly the Early Childhood Development centres and

Youth Polytechnics, Trade, Investment and Industrialization, and the Agriculture

among others. Below are some of the projects monitored:
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Nakiria dispensary in Turkana County

Water tower at Kerarapon- Kajiado County
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Theatre at Navakholo Sub-County Hospital, Kakamega County

Construction of hostel at Sero Youth Polytechnic-Homa Bay County
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Fisheries and Aquaculture Laboratory ot ATC Mtwctpct - Kilifi County

G''
Milk processing plant ot Wakulima Dairy Ltd-Nyeri County
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Llpgrading of Matiliku hospital-Makueni County

From the monitoring exercise, it was established that all the counties were making

good progress in provision of services to the public. There is improvement in

a number of sectors namely: Health, Water and Sanitation, Infrastructure and

Roads, Education particularly the Early Childhood Development Centers and

Youth Polytechnics, Trade, Investment and Industrialization, and the Agriculture

among others.

The Office observed that there is still no linkage between planning and budgeting

and many projects are not completed within the anticipated time frame. This was

attributed mainly to delay in release of funds, non-payment of contractors and

inadequate capacity of some contractors.

The OCOB made specific recommendations to the respective counties. Some of

the cross-cutting recommendations include the need for counties to link planning

to budget, implementation of Programme Based Budgeting (PBB) as provided
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for by the PFMA, 201.2 and the need to establish project implementation teams

to continuously monitor and address emerging issues as the projects are being

implemented.

3.4.6 Collaboration with the UN Women on Gender Responsive Budgeting

The Office of the Controller of Budget in collaboration with the UN Women Kenya

Office undertook a scoping analysis of the public finance processes, programmes

and funding for Gender Responsive Budgeting [GRB) in Kenya. The objective

of the study was to identify the entry points for deepening Gender Responsive

Budgeting within the Public Finance Management Reforms (PFMR) in Kenya.

The study established that investment in gender equality priorities and women

specific interventions is low in Kenya. A lot can be achieved if the available

resources are equitably shared or distributed to ensure equity. The study

recommended the need to build capacity of key players and oversight institutions

including the Office of the Controller of Budget for GRB accountability.

Consequently, the Office together with other stakeholders in the public finance

management including the National Treasury (Budget Department & Public

Finance Management Reforms Secretariat), Ministry of Public Service, Youth and

Gender Affairs [Department of Gender Affairs), Kenya School of Government,

National Gender and Equality Commission, Council of Governors and; a Non-

State Actorl the Institute of Economic Affairs participated in a benchmarking visit

to Morocco for capacity building in GRB given the success the country has made

in institutionalizing GRB. The team learnt that successful institutionalization of

GRB requires key drivers of the process, mainstreaming gender in PFM policies,

budget and programmes as well as building capacity of key players and oversight

institutions.

As a result of the above initiative among others, the National Treasury included

in the Z0L6/L7 Budget Policy Statement a requirement that all budgets be
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prepared using Gender Responsive Budget framework and presentation of the

targets, indicators and beneficiaries should reflect gender dis-aggregated data

that will be achieved during the implementation of the budget. Consequently,

the Office together with Council of Governors and with support from UN Women

carried out training of County officials from all the 47 Counties and OCOB's

County Budget Coordinators on Gender Responsive Budgeting.
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CHAPTER FOUR

EMERGING ISSUES IN BUDGET IMPLEMENTATION

4.O Challenges and Emerging Issues

This section highlights the key challenges that affected the implementation of

budgets by both the national and county governments in the implementation and

reporting on the approved programmes by MDAs during the reporting period.

4.1 Challenges in Execution of OCOB Mandate

4.1.1 Quality of Reports submitted by Counties

The Office has noted with concern the quality of financial reports submitted

by some counties. Many counties are yet to build the necessary capacities in

budgeting, accounting, procurement and internal audit functions. This delays

the compilation and production of a consolidated report by the Office. A strong

internal audit function would provide quality assurance on the reports submitted

from Counties and would take a short time to compile at the OCOB.

4.1.2 Implementation of OCOB recommendations

Article 76 of the COB Act,2076 requires state organs to submit periodic reports

on the status of management of the budget and public funds. While the Office

has on regular basis been making recommendations based on the information

contained in these reports to improve budget implementation, many of the

recommendations are not enforceable. The COB Act, 20L6 does not provide

mechanisms to enforce implementation of such recommendations bythe affected

entities.
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4.1.3 IFMIS procurernent ntodule

There are no regulations to operationalize the new Public Procurement and Asset

Disposal Act, 2015. Consequently, the Office relies on the old regulations which
were to expire in December 201,6. Many suppliers are not conversant with IFMIS

procurement procedure hence experience difficulties in submitting bids on-line.

This has affected timely procurement of goods and services by the Office.

4.1.4 Inadequate Office Sp:rce

The Office does not have adequate office space to accommodate its staff. Its
current location in Bima house is strategic in its operations due to its proximity
to the National Treasury with whom the office works hand in hand to execute its

mandate. Howevel most of the office space in Bima house had been occupied by

other government departments before the OCOB was established.

4.2 Emerging Issues

4.2.1 National Governnrent

During the FY2015/1.6, the Office observed that there were improvements in the

implementation of approved programmes compared to the previous FYZ014/15.

Recurrent and development expenditure in the FY20L5/76 increased compared

to the FY 20L4/75. Absorption of development expenditure improved from 45.8
per cent to 66.3 per cent while recurrent expenditure improved from 84.6 per
cent to 87.1 per cent.

Howeve[ budget implementation faced a number of challenges during the year

Some of the key challenges encountered by MDAs include;
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+.2.1.1 Timing of Supplementary Budgets

During the FY 201,5/1,6, the National Treasury prepared two Supplementary

Budgets, which were both approved in the fourth quarter of the financial year.

The first Supplementary Budget was approved on 6th May, 20L6 while the

second was on 30th of ltne, 201,6. While budget revision is permitted under

Article 223 of the Constitution and Section 44 of the PFM Act,2072, the timing

of Supplementary Budgets should allow sufficient time for implementation of

activities. When supplementary budgets are approved towards the end of the

financial year; MDAs may not also have sufficient time for implementation of

activities before the end of the financial year.

The Office recommends that Parliament should in future consider approving

budget revisions in good time to allow for timely implementation of planned

activities.

4.2.1.2 Non-disclosure of A-l-A in the IFMIS generated reports

The National Treasury has prescribed the Integrated Financial Management

Information System (IFMIS) for use by all national government and county

government entities in line with Article 1.2(L) (e) of the Constitution. This system

adequately captures transfers to the MDAs and expenditure by the MDAs.

Howeve[ IFMIS is not always updated to capture A-l-A generated by the MDAs.

Therefore, financial reports generated from the system may be incomplete and

could lead to MDAs over-reporting expenditure than the released exchequer

issues. This affects the accuracy of the reports generated by the OCOB for the

MDAs.

It is recommended that the National Treasury should ensure that A-l-A generated

by MDAs is captured and disclosed in the IFMIS reports. This will ensure

completeness of the financial reports.
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4.2.1.3 Delay in Submission of Expenditure Reports to the OCOB

According to Article 228 (6) of the Constitution of Kenya, 2010, the Controller

of Budget is required to submit to each House of Parliament a report on

the implementation of the budgets of the national and county governments

every four months. Furtheri Section 38 (9) of the PFM Act, 20L2, requires the

Controller of Budget to ensure that the public has access to information on

budget implementation. The Office relies on reports submitted by MDAs in order

to prepare its statutory reports. Howeve4 delays by some MDAs in submitting

their financial reports affects the timely preparation and submission of
budget implementation review reports to the President, Parliament and other

stakeholders as required by law

In order to meet the above constitutional and legal requirements, all MDAs

should ensure that expenditure reports are submitted to the Controller of Budget

in a timely manner in order to allow for timely preparation and publication of the

Budget Implementation Review Reports.

4.2.1.4 Accounting for Expenditure on Capital Transfers

Semi-Autonomous Government Agencies [SAGAs) are financed through capital

transfers from parent ministries. The transfers are treated as expenditure by

the ministries when transferred. This accounting treatment is likely to lead to

overstatement of expenditure by the ministries since transferred amounts are

programmed and spent by the SAGAs over the year.

It is recommended that the Public Sector Accounting Standards Board (PSASB)

should review this matter and develop guidelines in line with international

best practice. This will ensure that capital transfers to SAGAs are appropriately

accounted for to avoid overstatement of expenditure by the ministries and

enhance the accuracy of the quarterly Budget Implementation Review Reports

by the Controller of Budget.
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4.2.2 County Governments

This section summarizes the achievements and challenges that were faced in

the implementation of the Office's mandate to the county governments' budget

implementation during FY?}LS / t6.

The Office observed progress by the Counties in addressing the challenges

previously identified in their budget implementation. These included; full

adoption of the Integrated Financial Management Information System (IFMIS);

establishment of County Budget and Economic Forums (CBEFJ; improvement

in staff capacity, and, improvement in the absorption of development funds.

Howeve4 the Office identified other challenges that continued to impede effective

budget implementation by counties;

4.2.2.1 Underperformance of Own Revenue Collection

During the FYZ015/16, the Counties collected Kshs.35.02 billion, representing

69.3 per cent of the annual local revenue target of Kshs. 50.54 billion, an

increase by 3.5 per cent from Kshs.33.85 billion realized in FY 201,4/1,5.The

underperformance in local revenue collection affected implementation of some

planned activities. Counties should formulate strategies to increase local revenue

collection and set more realistic targets to ensure that budgets are implemented

as planned.

4.2.2.2 High expenditure on Personnel Emoluments

In FY 20L5/L6, the County Governments' spent an aggregate of Kshs.118.65

billion on personnel emoluments [PE), which accounted for 40.2 per cent of the

total expenditure forthe period and an increase by 15.1 per cent from Kshs.L03.10

billion incurred in FY 2014/15. The Office has noted the increase in the wage bill,

despite the provision of the PFM Act,20LZ regulations, which caps wage bill at

35 per cent of the total revenue. The Controller observes that if wage bill is not
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well managed, it will reduce spending on development activities in the long run.

There is need for County Governments to ensure that expenditure on personnel

emoluments is contained at sustainable levels and in compliance with Regulation

25 (1) [b) of the Public Finance Management fCounty Governments) Regulations,

2015 which sets a limit on the County Government's expenditure on wages and

benefits at 35 per cent of a counQ/'s total revenue.

4.2.2.3 Late submission of financial reports

Section 1,66 (4) of the PFM Act, 20L2 requires the County Treasury to prepare

and submit financial reports to the County Assembly, Office of the Controller of
Budget, Commission on Revenue Allocation [CRA) and the National Treasury,

not later than one month after the end of each quarter. Further; Section 168 of

the PFMA, 20'1.2 requires designated Fund Administrators of established County

Public Funds to submit financial reports to the County Treasury and the Controller

of Budget, not later than fifteen days after the end of each quarter.

The Office noted that during the reporting period, some county treasuries delayed

in submitting their financial reports leading to interruption in the preparation of
County Budget Implementation Review Reports ICBIRR). County Governments

should ensure timely preparation and submission of financial reports in line with
Sections 166 and 168 of the PFM Act, 20LZ to facilitate timely preparation of
County Budget Implementation Review Reports by the Office of the Controller of
Budget.

4.2.2.4 Delays in approval of key budget documents

The Office observed that there were delays in the preparation and approval of
key planning documents such as the Annual Development Plan and the County

Fiscal and Strategy Papers in most Counties. Delays in the approval of these key

budget and planning documents by the County Assemblies negatively affects the
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budget timelines provided under Section Ll7 and 126 of the PFM Act,20LZ and

subsequently leads to delays in approval of exchequer releases which impact

negatively on the overall budget implementation.

The Office urges the County Governments to ensure adherence to the budget

timelines as stipulated in the PFM Act, 201.2 on the submission and approval of

budget and planning documents.

4.2,.2.5 Delay by the National Treasury to disburse funds based on the

County Allocation of Revenue Act (CARA), ZOLS Schedule

The National Treasury did not fully adhere to the Disbursement Schedule

approved bythe Senate in releasing funds to the Counties in FY 20t5/L6.The

release of funds was irregular making the implementation of some planned

activities extremely hard. It is therefore recommended that the National Treasury

should release funds based on the CARA Disbursement Schedule in order to

ensure that budget implementation is not affected.

4.2.2.6 Huge pending bills

As at 1une,201,6 the County Governments reported pending bills amounting to

Kshs.37.36 billion. Accumulation of these bills was attributed to failure by the

Counties to effectively align their procurement plans to the cash flow plans

coupled with the delay by the National Treasury to disburse funds to the County

governments. The accumulation of pending bills negatively affects the business

community.

The County Governments should ensure effective management of pending bills

by aligning procurement plans to cash flow projections and revote them in the

subsequent financial year's budget for them to be settled.
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4.2.2.7 Inadequate Internal Audit Function and Audit Committees

During the reporting period, the Office noted that some Counties were yet to
establish internal audit departments and audit committees. In other counties, the

Audit Committees have been established but are not fully operational. The Office

recommends that Counties should establish effective internal audit departments
and Internal Audit Committees in line with Section L55 of the PFM Act, 20'J,2 and

Regulation 1,67 of the PFM (County Governments) Regulations, 20L5, in orderto
enhance transparency and accountability in the management of public resources.

4.2.2.8 Establishment and operationalization of the County Budget
and Economic Forums (CBEF)

Section 1,37 of the PFM Act,2012 requires each county government to establish

the County Budget and Economic Forum [CBEF) to provide means for consultation

on matters relating to budgeting and financial management at the County level.

The OCOB observed that while most of the Counties have constituted the CBEF in
line with the provisions of Section L37 of the PFM Act,20'J,2, some counties are

yet to establish the CBEF.

The Office recommends that all county governments should establish CBEFs

and ensure that they are actively involved in the budget, economic and financial

matters as envisioned in the Constitution.
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CHAPTER FIVE

O RGAN IZATION ST RU CTU RE

The organizational structure of OCOB comprises of the Controller of Budget, who

is supported by the Deputy Controller of Budget and the head of the Directorate of

Budget Implementation. Other directorates include the directorate of Corporate

Services; Directorate of Research and Planning; Directorate of Legal Services and

Internal Audit Department. The Office has put in place sound measures to ensure

that each directorate has optimal staff level to ensure smooth implementation

of OCOB strategic goals. Furthec the Office continues to build capacity of staff

through training to enhance their efficiency levels and ensure proper delivery of

service to the public.

Figure 1: OCOB Organizational Chart
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5.1 BudgetlmplementationDirectorate

This directorate is headed by the Deputy Controller of Budget who reports
to the Controller of Budget. The Deputy Controller of Budget oversees the
implementation of the budgets of the national and county governments and

ensures timely preparation of Budget Implementation and Review Reports.

5.2 CorporateServicesDirectorate

This directorate is headed by the Director Corporate Services, who reports to the

Controller of Budget. The Director is responsible for facilitating the development
of organizational policies, systems and procedures and coordinates the delivery
of quality services in Accounting, ICI Human Resources and Supply Chain

Management, Corporate Communications and Public Relations Divisions.

5.3 Research and Planning Directorate

The Directorate is headed by the Director; Research and Planning Services, who
reports to the Controller of Budget. The directorate is responsible for ensuring
strategic leadership in the formulation and implementation of research and

planning policies, systems and procedures.

5.4 Legal Services Directorate

The Director; Legal Services who reports to the Controller of Budget, heads this
directorate. The directorate is responsible forthe formulation and implementation
of legal, Governance and Compliance policies, systems and procedures in addition
to overseeing research on legal matters.

5.5 Internal Audit Division

The Internal Audit Division is headed by the Chief Internal Auditor who reports
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to the Controller of Budget administratively but functionally reports to the Audit

Committee. The Chief Internal Auditor has the responsibility of implementing and

reviewing control systems, the internal audit policies, systems and procedures in
line with the audit plan.

Mrs. Agnes Odhiambo
Controller of Budget

Mr. Stephen Masha
Deputy Controller of Budget &Head, Budget lmplementation

Mr. Macklin Ogolla
Director Corporate Services

Mr. Joshua Musyimi
Director Research and

Planning

Ms. Selinalseme
Director Legal Affairs

Providing Product Financial Management in the Public Sector 49



ffi OFFICE OF THE CONTROLLER OF BUDGET
ANNUAL REPORT 2oL5 / 2076

Mr. foseph Tulula
Chief lnternal Auditor

Mr. Stephen Wangaji
Chief Manager Public Relations

Communications

Pamela Okatch
Manager Finance and Accounts

Mr. Patrick Kamore
Chief Fiscal Analyst,

National Government

Mrs. Irene Kathambi
Chief Manager Human Resources

and Administration

Anthony Lusuli
ManageS, Supply Chain Management

Mr. Mark Kipkoech
Chief Fiscal Analyst,
County Government

Ms. Judith Muli
Chief Manager Information

and Communication
and Technology

WaweruTuti
Manage4, Legal Affairs

Grace Kimitei
Principal Research
& Planning Officer

Mary Owii
Personal Assistant

to the Controller of Budget
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CHAPTER SIX

CONCLUSION

This report gives the status of implementation of the mandate of the Office of the

Controller of Budget during the period fuly 2015 to fune 2076. The report has

been prepared in line with Article 254(7) which requires every Constitutional

Commission and Independent Office to submit a report to the President and

Parliament, as soon as practicable, after the end of each financial year. Specifically,

the report highlights key achievements of the Office in the course of executing its

mandate as well as the challenges and emerging issues that may have affected

smooth implementation of budgets by national and county governments during

the FYZ015/L6. The report also provides recommendations to address the issues

noted during the FY20L 5 / 1,6.

The Office ensured that the process of approving exchequer requests submitted

by MDAs and Counties was expedited to ensure smooth implementation of

approved programmes at both level of governments.

The Office remains committed to promoting good practices in public finance

management as envisaged in the Constitution of Kenya, 2010 and other enabling

legislations. The Office has been in the forefront in promoting prudent financial

management in the public sector and was recognised by the Institute of Certified

Public Accountants of Kenya (ICPAK), the Capital Markets Authority (Kenya)

and the Nairobi Securities Exchange INSE) and awarded the Financial Reporting

[FiRe) Award in promoting excellence in financial reporting and fostering sound
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corporate governance practices. There is need to build leverage on the lessons

learnt in the implementation of budgets at both levels of government in order to

achieve more benefits for the citizenry. It is against this backdrop that the Office

calls upon all stakeholders to work together and play an active role in monitoring

usage of public resources to ensure approved programmes are implemented fully

and to the benefit of the public.
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I. KEY ENTITY INFORMATION AND MAITAGEMENT
(a) Background iuformation

The OIIice of the Conuoller of Budget (OCOB) was established by the Constitution of

Kenya,2010. Pursuant to Article 228 of the Con$irution of Kenya 2010, the Office has

mandate to aulhorize withdrawals from public funds, oversee the budget implementation of

national and county Sovemments, cneats op€nness and hansPaltncy in the budget

implementation process, and to advise the Executive and Legislature on budget

implementation.

As en independeot office, COB has the following mandate: '
. To ovcrsec implementation of the budgetr of the National and County Covernments-

(Article 228 (4)) of the Constitution of Kenya, 2010.

. Authorizc withdrawals from Public Funds including the Equalization Fund, the

Consolidarcd Fund. and the County Revenue Fund under (Anicle 204 (9)), (Anicle

206 (4)), and (Article 207 (3) respectively of the Constitution of Kenya,20l0 and

when satisfied that the withdrawal is authorised by law (Article 228 (5)). of the

Constitution of Kenya, 20 I 0.

r Reporl, every four months to each house of Parliament on the implementalion of the

budgets on the national and county govemments (Article 228(6)) of thc Constitution

ofKenya 2010.

. Report after the end of each financial year, to the hesident the National Assembly or

Senate (Articlc754(2) of the Constitution of Kenyq 2010'

. Report on I particular issue, as may be required by President the National Assembly

or the Senate (Article 254(2) of the Constitution of Kenya' 2010.

. Advise Parliament on thc nced to rcnew or not to approve thc decision of the Cabinet

Secretary in charge of [inance to stop the transfer of funds lo a State Organ or any

other Public Entity (Afiicle 225 (2) of the Constitution of Keny4 2010.

. Conduct investigations based on its own motion or on a complaint made by a

member of the public (Anicle 252 (l) (a) of the Constitution o[ Kenya, 2010.

. Conduct alternativc disputc rcsolution mechanisms including conciliation, mediation

and ncgotiation to resolve budget implementation disput$ (Article 252 (l)(b) of the

Constitution of Kenya, 20 1 0.;and

3
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r Ensure the public has access to intbrmation on budget implementation both at the

national and county levels(Article 35) section l9(8) of the Public F-inancc

Managemcnt Act.20l 2

Vision
"To bc a leading and independent owrsight inslilrtlion in puhlic fnancial
mandSemenl"

Mission
"To guarantee prudent public./iruntcial m.tnugencht throrgh orcrseeing inrptementation of
the governmtnt butlget.r hy controlling and tnonitoring the use o"/ public funds and reporting,

on hudget implementationfor the benefit ofull Kenyans"

Core Values

In carrying out its mandate. thc Office ol(he Controller olBudget will uphold thc fr:llowing

corc values: Honesty and lntegritl., Professionalism, Accountability and Transparency,

lnnovation and Creativity, 'l'eamwork, Efficiency and, lndepcndencc.

StreteBic Objeclives
'lhe otfice OCOB identit'ied strategic objectives, strategies and activities that would drive the

office 10 achieve results in its key rnandate areas. 'l'he following are lhc stratcgic objcctives,

. To ensure timely approval of withdrawals from the Consolidated f-und, County

Revenue Fund and Equalization Fund.

r To oversee and regularly monitor the utiliz.ation of public funds rcleased lo

government entities.

o To cnhance opcnness. accounubilily and public participation in prudent public

financial managcmen(.

r To providc advice on financial. planning and budgcting issucs.

r To build capacity o[ thc oflicc to delivcr on its mandate.

. To ensure the public has access to comprehensive, understandable, crcdiblc and

timcly information

Principal Actiyitiea.
'Ihe core mandate of the Officr of the Controller of Budget is to overser the implementation

olbudgets of both national and county Bovernments, approve withdrawals from public funds

and repon to Parliament on budget implcmentation evcry four months.

4
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The rolcs rnd functions

r Ovmsight Role

r Controlling Role

e Rcporting Role

r Advisory Role

r lnvestigation Rolc

r ArbitrationMe,clitation Rolc

r Public Participation

Key Stretegic Priorities

During the pcriod under revicw, thc Office of the Contnrller o[ Budgct trnderrook the

implemcntation of the key -strategic priorities:

r Monitoring of budgct implementation for both nationel and county governments

projccts and Programs.

r Timely approval of withdrawal of public funds (Exchequcr) to both National

Governments entities (MDAs) and the 47 Counties,

. Capaciry building of both OCOB staffand counly staffon skills to improve budget

execution.

o Preparing quarterly budget implementation repons and s;recial reports to both houses

of Parliament lor the national and county governmcnts.

o Reviewing budgets of the counties to ensure compliance with thc larv.

. Providing, budget intbrmation to thc public through media and public participation

fonrms.

. Capacity building of thc public through sensitization to eflectively participatc in the

budget processing and hold public ofTicials lo account through scrcial accountability

audit framcworks.

. Performing research on budget implementation key issues raised in the Quarterly

Budget Implementation Report to advise both Parliament and Executive accordingly.

r Providing advisor-v services to the Ministries Departments and Agencies(MDAs) and

County Covemments on budget implementation

\
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E) Key llfanagcment.

:'ntiN lr day-to-day tranagernenl is cornpov:d of;

(t. \.\Nrr l)t,sl(;\,\t'to){
It{rs. Agnes Odhianrbo r Controller oitsudgct

Mr. Stcphcn Masha o Depul) Contrtrller of Budget

N1r. Mackiin Ogolla o Dirccttrr (irrrporarc Services

lv{r. .lr:rshua lv,lusyimi r Director Resea,ch and planning

Itvls.Selina [scme r l)irector l.egal At]airs

lv'1r. Joseph Tulula o Chief Internal Auditor

Mr. Patrick Kamoru o Chief Fiscal Anall,st-National (iovcrnmcnl

Mr, llark Kipkoech o Chicf Fiscal Analyst-Count_v (jovernmcnt

Ir{r. Stcphcn \llangaji o ChiclN{anagcr Public Relations & Communicatirrn

I Ms. Judith lvluli o Chief Manager lntbrmatiun ('r>mmurrication and

Technt'llogy'

-
-
:

-i:3
:.)

-)

Iv'ls. Panrela Okatch

Mr. Anthonl'Lusuli

Mr. Ceorge'l'uti

Ivlr.Shadrack Chando

(irace Kirnitei

Marl'Orvii

I-:lnock Ngo'o

David Ayimba

Joseph Marigi

e

a

Ivlanagcr Financc & Accour:ts

Managor Supply Chain lr{anagelnent

Manager Legal Affairs

Managcr Human Resource & Adrninistration

I'rincipal Rcsearch and Planning. Otlicer

Personal Assistant to COts

Senior Internal Auditor

Senior Internal Auditor

Senior Internal Auditor

a

a

a

I

6
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(c) Fiduciarl Manegement.

'lhe key managemcnt pcrsonnel who hcld office during thc flnancial ycar ended 30s June

2016 and lvho had direct fiduciary rcsponsibility werc:

Si\(). N,\I\II': Dlisl(;\,{llON
I Mrs. Agncs Odhiambo o Controller of Budget

2

l
4

5

6

7

Mr. Stephen Masha

Ir,1r. Macklin Ogolla

Ir.1r. Joshua Musyimi

Ms.Selina Iseme

Mr. Joseph'l'ulula

Ms. Pamcla Okatch

Mr. Anthony Lusuli

Dcputy Controllcr of Budgct

Dircctor Corporatc Serviccs

Dircctor Rcsearch and 1'lanning

Director Legal Allairs

ChicI Intcrnat Auditor

Manager Finance & Accounts

Manager Supply Chain Managernent

a

a

a

o

a

a

a

(d) Fiducia ry Oversight Arrsngements

(i)Audit Cornmittee Activitics

Secrion 7-1(5) of thc Public Finance Managcmcnl Act.20l2 provitlcs lhat every national

government public entity shall cstablish an audit committee whose composition and functions

shall be as prescribed by thc rcgulations, The PFi\{ Act 2012, regulations for national

govcrnmcnt, sccrion 174(10) pmvides thal the Public Sector Accounting Slandards Board

shall prescribc guidelines lor appointment of audit committees to be approved and gaz-ettc b.r'

the Cabinet Secretary.

The OCOB estabtished an Audit Committee vl'hose main functions are as stated in PFM Act,

2012 regulations, seclion 175 tu;

a. SupporrtheAccountingOflicerwithregardtotheirrespon.sibilitiesforlssucsofrish

control and governance and associated as.surance but thc responsibility over the

management of risk, control anti governance processes rentains rvith the management;

and

b. Follorv up on thc implcmcntation of thc fl.)commendations of internal and cxternal

auditors.

The Audit Comminer has direct access to the External Auditors, and OCOB internal auditors

The (lornnrinee's nrembership comprises the following mcmbership;

?
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Si N0

I

2

3

N./\ \'t F.

Mr. Joshua Musyimi

Ms. Judith Muli

Ms. Pamcla Okatch

Mr. Joseph Tulula

R()LE

r Chairpcrson

. Member

r Mcmber

a Secretary4

1he key achievements during the year include the following:-

r The audit committee met and revicwed the Internal and external Audit's reports on

various OCOB's functions

. Thc members of the committee attcnd€d training on how to cffcctivcly conduct rhe

Audit Comm inees busincsses.

(ii)Parlirmentary Committee Activities

Articlf 228 (6) of thc Constitution rcquires the Controllcr of Budget to submit to each house

of parliament a rcport on budget implernentation of the national and counry governments

every four months. ln line with this requirement, OCOB has continually engaged

Parliamentary Committees to increase awarcness on budgct implcmenution and debate on

issues under consideration by Parliament. This has benefited the overall budget

implementation prcc€ss by informing the review of proposed laws, facilitating more intbrmed

policy-making and cnsuring grcater govcrnmcnt accountability. Thc OCOB engagement with

Parliament rangcd from making wrincn submissions, giving evidenc€ end presentations

during committee hearings, consultation on budget implementation, and pmvision of expcrt

advice on tindings and recommendations for action by Governrnent and Parliament,

Spccifically, key engagements were with the following committees:

. Senate Comrnittee on Finance, Commerce and Budget

I Standang Public Accounts Committee of the National Assembly

r Standing Comminee on Budgct and Appropriarions of the National Asscmbly

. Departmental Comminee on Finance, Planning and Trade of thc National Assembly.

The main engagement with Parliamcnl was in tlre submission of quanerly budget

implcmcntation review reports per Arlicle 228 (6) of the Consritution. Othcr engagcments

wcre on financial management in the Public sector as follows:

E
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(iii) Devetopment Partner Oversight Actlvities

The Office of the Controller of Budget collaboratcs with developmcnl partners, in particular,

DANIDA, USAID and World Bank to build capacity for stafl county govcrnment st8ff

including staffof county assemblies to facilitate efficient delivery of its services and improve

budget implementation. Some of the activities undenaken under DANIDA funds through

Public Finance Management Reforms(PFMR) programme includes: procurcment computers

to enhance reporting by th€ couily budget coordinators, equip the county budget coordinators

officcrs with frrc proofs cabinets to safe guard data and records, revamping of the u'ebsite for

information dissemination on use of public funds, development of mobile application

softwarr. Adobe- in -desigfr training of staff ,bascline survey on underpcrformallce of

rpvenue in collaboration with KIPPRA and holding of public participation forums on budget

,enhance social accountability and project ownership by thc public'

(iv) Other Ovcrsight Activities.

The Controllcr of Budget in running the office is assisted by various committees with specific

terms and refereflce in carrying out fie activities and includes; Executive Management

Comminer, Tcnder Committeg Human Resourcc Management Advisory /Training

Committee, Budget lrnplementation Committcc, ICT Steering CommineE, Mediation

Commiltee. Some of the key functions undertakcn by the comminees are as follow:

l. Erccutive Manegemsut Committee

This c,ommittee makes recommendations and approve policies on major decisions that have

impact on the office operations. The committee is composed of the Controller of Budgcq

Deputy Controller of Budget, Directors and Heads of llpartments. The other roles and

funotions of the Executive Management Committee include:

. Planning - establishing and reviewing strat€gic and operational p[ans for office of the

Controller of Budget (OCOB).

. Policy and decision making - establishing policiedprocedures that guide the operations

of OCOB and rccord dccisions and actions on matters conceming OCOB.

. Management - ensuring iltat all staff propcrly performs thcir tssks according to their

job descriptions and furthcr cnsuring that the OCOB mandate is properly executed.

9
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a Legal - cnsuring that at all timcs, OCOB complics with thc laws of Kenya in discharge

of its mandate.

F'inancial - ensuring that all linances are properly managed; that linancial records are

audited annually and that the principles of public finance management articulated

under Artic.le 201 of the Constitution are adhered to.

a

. Evaluation - monitoring all activities of OCOB and ensuring that the feedback

contributcs to the continuous improvement in governance and servicc dclivcry.

ln cxccution of its functions, thE Management Committee has the power to appoint sub-

committees to assist in discharging the mandate of the office.

ln discharging their duties, Members of the F,xecutive Management Committee are guided

by:

The organisations policics and pnrccdurcs

The organisation strategic plan and other legislations.

2. Tender commitlee

This committee is constituted in accordance with the Public Procurcment and Disposal Act,

2005 and the Public Procurement and Dis;nsal Regulations, 2006. The Committee approvcd

lhc procurement plan for FY 2015/16 including vatious methods of procurcment uscd forthe

purchase ofgoods and services during the year under review.
'fhe main function is to adjudicate on tender and procurernent transactions to facilitate the

office and advise COB on procurement related issues. The committee's also ensures goods

and services supplied are as per specifications and there is value for money.

3. The Humsn Resource Managcmeot Advisory/Traioing Committee (ttRMAC)

The Human Rcsource Managemcnt Advisory Commiftce (I{RMAC) is a standing committee

that advises the Controller of Budget on HR issues and stalf developmenl, The Comminee

holds meetings quarterly. However, thc Committcc may call special mcetings when

necessary, The functions of the committcr includc thr,- following;

. Discuss and maks rccommendations to Contrullcr of Budget on gencral staff welfarc

and motivation issues among others;

r 1'o discus, consider and recommend offrcers training rcquests to the Controller of
Budget for approval purposes;

l0

a

t
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o Investigate and make recommendations to thc Conunller of Budget on disciplinary

matters;

. Discuss and make recommendations on existing HR regulations and policies to the

Controller of Budget;

4. Budget Implementrtion Committee

This is a sub+ommittce of the Executive Management eommittee sct up to ensune thc

resources are utilised as per thc OCOB budgetary allocation and work plan. The main

rcsponsibility of the budgct implementation comminee is to assist the COB to dischargc hcr

responsibility in the following arcas:

. Review the actual deparrmental expenditurcs to determine the absorption rate for the

budgetcd activities and idcntify the reasons bchind non utilization offunds.

o Advice rhe Accounting Ofliccr on any problems related to budget implemenation.

. Review and rccommcnd rc-allocations.

. Review thc utilization ofdonor funds.

r Review the commitments including pending bills and recommend solutions

5. ICT Steering Committee

The committrc provides advice to the Controller of Budget with regard to strategic decision

in lnformation and Communication Technology (ICT) with panicular aftention to ICT

strategies, risk management, compliance and change management. The Committee ensurts

that OCOB's ICT strategic objcctives and thcir implcmentation remain aligned with thc

mandate and strategic objectives ofthe organization.

During the FY 2015/2016

The ICT stccring Committcc strcngthened ICT delivcrables in the following arers:

. Oper8tionalization of the OCOB ICT Planc Policies and Service Charter.

o Connoctivity and Tcchnology infrasructure

r ICT risk management register development.

r Assessment of user requircmcnts and the adequacy of the available OCOB ICT

systems

r Operationalization of a new OCOB websitc and Intranel with improvod navigation

and capacity for infonnation to thc publics.

r Development of a road map for advanced and widely accessible ICT systcm so as to

broaden accessibility of OCOB content, reports and updates.

1l
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6. Mediation Commitlec

The committee assist in mcdiations in case of disputes in thc Countics on budget

implemcntation rclated matters. '[he office has developed procedures on mechanisms firr

conducting dispute resolution So far several countics havc been advised on the budget

process.

'7. Lqal Activities

ln the financial year 2015/16 the Controllcr of Budget was joined as 8 parry to six (6)

numbers of suits. !n most of the cases thc pctitioners sought ordcrs to bar the Controller of

Budget from releasing funds pending final de(crmination of thc suits.

One outstanding suit is the High Court Petition Number 540 of 2015, filed by Honorable

llenson Mutura, thc Mcmbcr of Parliament for Makadara Constituency, against the County

Govcrnmcnl of Nairobi, the Controller of Budget and l'ive others. The petition is based on

findings in thc Controller of Budgct, budget implementation rcvieu' reporls to thc effccl that

the Nairobi County has bcen sprnding some revenue at source as opposed to depositing it in

the County Revcnuc Fund as rcquired by the Constitution.

The paitioner therefore seeks intcr alia, a declaration that an injunction be grantcd to compel

the Conroller of Budget to ensurc that she approves all withdrawals from thc County

Revenue Fund. The petition raiscs a number of complcx constitutional and legal issues

therefore, the Controller of Budgct procured the services of N{essers Rachicr and Amollo

advocates as defcnsc counscl an<l paid a deposit of Kshs.600, 000 towards fccs.

The application seeking conscrvalory orders was dismisscd on l0th Junq 2016, but in the

ruling the judge made a finding thal the petitioner had dcmonstratcd violation of the

Constitution. The full hearing for thc pctition is however yet to be conducted.

E. Public Participation Activities

The Olllce has held two public forums in Mombasa and Kisumu during the period under

rcvicw. This was to ensure that the public is informed on thcir roles in;

r public financial management at national and county level;

. monitoring and evaluation during budget nuking process and implemenution:

r Social accountability audit and intcraction betwccn thc public and the OCOB in order

to addross emerging issues conceming the OCOB and budget implementation.

l2

66 Providing Product Financial Management in the Public Sector



OFFICE OF THE CONTROLLER OF BUDGET
ANNUAL REPORT 2075 /2076 ffi

OFrlCE OFTHE CONTROLLER OFBIIDGET
Reports ead tr'ineacirl Statementr
For the yeer ended Juae 30,2015 (I&hs)

Thc Oflicc furthcr participatad in two othcr public scnsitization forums widr thc Nationql Tax

Payers Association and rhc National Aids Conrol Cormcil during the period under review.

The Offrce has also develo@ a communication policy to guide on how to ergagc orr

various stakeholders.

t3
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(i) Oflicc of the Controller of Bodget

P.O. Box 35516-00100

Bima Housc 12fr Floor

Harambce Avenuc

Nairobi, Kenya

fi) Contacts
Telephone: (254) 020-221 1068

E-mail: co@cob.go.kc
Websitc: www.cob.go.ke

(k) Beokerr
Central Bank of Kenya

Haile Selassie Avenue

P.O. Box 50000

City Square 00200

Nairobi, Kenya

(l) Indcpeudeal Auditors
Auditor Gcncral.
Kanya National Audit Oflicc.
Annivcrsary Towcrs, Univcrsity Way.

P.O. Box 30084.

GOP 00100

Nairobi, Kcnya

(mlPrinclpal Legal Advirer
Thc Attorney Cenerat

State taw Office
Harambee Avenue

P.O. Box 401 l2
City Squarc 00200

Nairobi, Kenya

l4
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IT. I'ORWARD BY THE CONTROLLER OT BUDGET

This report covers the FY 2015/16. During this period, the Oflice of thc Controller of Budget

(OCOB) was allocated Ksh.580.8 million which was revissd (o Ksh.529.l million in the

Supplemcntary Estimates to cater for the main programme of control and manageaent of

public finances in four suLprogrammes, namely; Administrativc Suppott Scrvices, Research

and Planning, Budget Review and Analysis; and County Scrvices, The actual expenditure of

Ksh.485.9 million was based on economic classification and includcd: Compensation of

employees (Kshs.2l4.2m), use of goods and serviccs (Kshs.l75.2m), social sccurity benefits

(Kshs.85.3m) and acquisition of non -financial assets (Kshs. ll.lm).'fo realise its strategic

objectives, the Office reliEd on its strategic plan to guide activities, policy formulation and

work plans and made thc following progres$ and achievemenls towards irs targcted

objectivcs,

'ttre following arc kcy activities implemented by the OfTice under each sub programme:-

1.0 AdministrativeSupportServicer

l.l Operetionalizatiou of tbe Oflice

The Oftice acquired additional oflice space and facilities to set up its headquarters to cater for

additional staff due to increased workload. Initial staffwere sourced from various ministries

to operationalize the OCOB. The Office carried out trainings to staff in collaboration with

k€y stakeholders to understand the functions ofa devolved system ofgovernment in order to

execute the nrandate effectively.'ltre OCOts is continuously building capacity of the staffto

lacilitare proper and efficient delivery on its mandate. The Ofllce has equipped ie staff in the

counties to enable them deliver the requisite services to the stakeholders.

1.2 Staffing of the Ollicc

The Oflice of fie Controller of Budget reviewed its Job Evaluation to inform on optimum

staffing levels and job descriptions that would enable the O{fice deliver on its mandate. This

was as a result of full operationalization of county govemments. The rccruitment of the staff

has been designed by the managemcnt to be in a phascd order as the workload increase. The

job evaluation report is continually used to guide the recruitments. The Oflicc canied out

recruitment to replace staff that had left and fill some of the existing critical vacancies during

the ycar.

t5
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1.3 Systemc

The OCOB has devclopcd an elaborate ICT system infrastructure to assist in dclivcry of

information to stakeholdcrs which includes an interactive website. 'Ihe O{Iice has developed

a library management syst€m. an assel management system, a mail system for stafl and also

put in place I systsm to enable the public access budget implcmentation information online

using their mobile phones. Thc other systcms in place arc for analyzing budget information to

facilitate reporting,. Thc Oflice has also implcmcnted the Voicr Over Intcrnet Protoool

(VOIP) to rcduce telcphoncs expcnses.

t.4 Legal Framcwork

The Officc participated, with other key stakeholders, in drafting and developmcnl of

regulations for the Public Finance Management Act (PFMA), 2012 which wcrc gazzeted in

201 5. The Office of the Controller of Budget is still awaiting the enac[nent of the Controller

of Budget 8i11, 20ll to facilitate full operationalization of the offrce. The Bill has been

passed by Parliament and cunently awaiting assent. The OfIice is planning to embark on

development of regulations to the Act as soon as it is enacted to firther facilitate delivery of

its mandite. The Office has alrc developed policies to guide access of information,

investigations and how to handle complaints by thc manbers of the public.

1.5 Cepacity Building

The Office carried out capacity building of staff and county govcrnments' staff on budget

implementation.

2.0 Monitoriug rud Reporting on Budget Implementatioo

2.1 Qurrterly Budget Implemcotatioo Revier Repor8

The OCOB monitors and prcparcs statutory rcports to Parliament on the implementation of
the budgets of the national and county govornments in compliancc with Articlc 228(6) of the

Constitution of Kcnya 2010. Thes€ quartcrly budget implementation review reports are used

to monilor thc implcmentation of thc budgets of the MDAs and counties. A total of eight

rcports pcr annum were published, submitted to Parliament and widely publicized. They

I6
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consisod of lour quancrly repons for each level of government - National Govemment and

County Governments. The Office of Controller of Budget has through these reports

identified the lollorving challengcs affecting budgct implementation: -

Netional Goveromcnt:-

. Low absorgion of dcvclopmcnts funds.

r hocurement related challenges,

. Large uncleared and outstanding imprrsts in some of thc MDAs.

r Unfunded exchequer requests for MDAs resulting in pending bills.

r Non provision of counterpart funding on time by some MDAs.

r Under-reporting of Appropriations in Aid by some MDAs.

. Inadequate authority on expenditure ofcapital transfers.

Couaty Governmen8:-

o Low absorption of developments funds.

. Underpsrficffnafice in local rcvenue collection.

. High expenditure on non-core activities by most of the county entities in particular on

domestic and foreign ravel.

. Delay by some of the entities in submission of financial reports affecting timely

production of quarterly budget implementation review reports.

. lnaccurate financial statements from entities requiring frequent validation hence

delaying production of statutory reports by the office.

r Increasing wage bill.

r Recruitment and remuneration of ward employees.

r Lack of intcrnal audit functions and comminces in most of the county governments

. Frequent budgct rcvisions by some counties eroding budget crcdibility.

r Inadcquatc $amng and skills capacity in some county govemments-

r Inadequatc administration and reporring on public funds establishcd by county

governments,

t?
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Spocht Rrportr

Ttc OffrcG pr,oduccd spccial rcpwts on 0ic rcqucst of the lcgislerur n on oum volition on

iss'ucg of national intcrrst in compliarrcc of.futiclc 252(l) (a). During the pcriod undcr rcview

dre oflicc prceared spocial rcports for thc Partiamc.Illdy ovcnight committces on various

ispuas ana oo rrilttcm of DOliby rc addrtS budgpt implcrncntation chalhnges rrd

achisrmcnts and clran the way forwad. Olher rupotts inclu&:'

r County Revsnuc bosoline study which has boen publishcd and thared wilh kcy

stekehslders and ttro public. 500 copics ofthc rcport rvuc printed for stakcholders'

r Monitoring rcports far ell thc 47 countlcs on scloctod projqtq using the monitoring

franrcwork

r Ths Offrcrc also prcparc{ its ancual rcpo4s as rEquirod by law.

2J lovctigatlom
The office esr"i€d out invcstigntions on financial maaagemcnt issucs raiscd by the Scnate on

rernccounry gorcrnm9ntr, thc L^aw couds md mgnbcrs of thc public in compliancc with thc

law.

,.{ 
-Advlce 

to tho I4ghlaturc end E$cudw on Budgct Implcmcntrttor Isruc.

Tho offrcc of thc Coottoller of Budgct has hcld variqrs meetings with the oommittocs of

porliemcnt to di*uss tbc issucs niscd in BIRR reports ard pmvidod rdvicc m lhc wEy

forryard. Thc Office has also continually pmgvidcd ad.vicc to tha Execrrtive ot [tdgCt

implcmcnntion ircluding pruviding rdvicc m prudcnt managemcnt of tho public dctt

2-S Modtorhg rtrd EirluttioE hrmrrork

Thc Officc has &vctoped a Monitoring and Evaluatim (MeE) framcworl< to cnable thc

Offre monitor implcnrcnutiol of budget of tlrc national and county govcmmcnt cffcctivcly

rind cfficicntly. Thc framewbrk will cnablc thc Ofiioc to cffoctively advioe both Encicutivc

and thc Lrgisl*urr on budgot implsmentation matterg

Tfrc Officc hs also undcrtakcn a ecoping analysirr of thc ptblic fittutcc proccsf, Prqrammcs

and ftnrding for Gcndcr Rcgponsivc Budggling (GRB) in Kcnya b detcrminc'lhe ontry points

for thc dccpenrrryof gendei rclatod budgctr within fie hrblic Finnncial l(anagcatcnt Refom

in collebor*ion s,ilh l.JN Women and odrcr key stateholdcrc.

t8
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The has loped a framework to panacr with key sukeholden

UNICEF to ensure budgets are responsive to issues affecting women and children

ln the Fy 2015/16, the Offrce undertook two rounds of monitoring and evaluation of

programmes/prcjects undertaken by all the 47 County Covernments. The main objective of

the monitoring and evaluation exersisc was to providc information on the implcmentation

status of planned projecfs/programmes and an assessment of the achievement of outputs and

outcorne$ as a result of the implementation of the programmes as pruvided for in the

respective county budgets.

The Monitoring involved the collection and analysis of data about budget activities. The dau

coltecfcd is meant ro inform budget implementers to determine whether budget objectives are

being achicvcd and make an asseslmeot of of output$ and outcomes as a rcsult of the

implernentation of the prog(ammes and hence the hudget performance. Ths sxcrcise provides

information to all stakeholders.

From thc moniroring exercisq the OCOB established that a1l the counties arc making good

prcgrcss in service delivery to the public. Pmgress has been made in a nunber of seclors

narnely: the llealth sector, Water and Sanitation sector, Infrastructure and Roeds, Education

particularly the ECDs and Youth Polytechnies, Trade, [nvestrrrent and InduSrialization

s€ctor, and the Agriculture Sector among others,

'Ihe Office observed that, there is still no linkage between planning and budgeting and many

projects are not completed within the anticipated time frame. This is sfiributed mainly to

delay in release of funds. non-payment of cofitractors and inadequate capacity of some

contractors.

The OCOB recomrnends the need for counties to link planning to budget !o ensurc enhanced

implementation of projects and programmes. The National and County Covernments should

embrace Programme Based Budgeting (PBB) which lay mort emphasis on outpgts and

outcomes for increased bencfits to the public. Further, the governmcnts should enhance their

internal Ir,I&E functions to continuously monitor their pmjoct implementation and address

issues arising as the projects are being implcmented with corrective sctions bcing taken in
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national and county.governments and must be used as a management tool if govemments arc

to achieve thcir aspirations.

2.6 County Revenue Bsseline Study, 1015

During f'Y 20 I 5/1 6, thc Office finalized and published the County Basrline Study 2015 on

underPerformance of county revenue, ln their budgets" Counties estimated to collect

substantial amount of local nevenu€ that would be used to supptemena the shareabte revcnue

from the National Covernment to implement the planned activities, ln cases where budgeted

local rcvcnue w&s not reatized, the counties wcre compelled to scale down implementation of
some planned activities. This affected the impiementation ofCounty Budgets.

It is against this background that thc Oflicc undcnook the baseline study to evaluate the

County Govcrnments' rcvenuc management systems and performane widr a view to address

the factors affccting budget implemcntation in the Counties. The results of this study shall

assist the counfy leadership in sening realistic local revcnuc targcts in order to improve

budget exccution.

3.0 -€ontrol of Withdrswals from Public Funds

3.I Ercbcqucr Rehcser eod Resource Abcorption

The Officc of the Contrcller of Budget continues to approve withdrawals from public funds

in a timely manner to facilitate the implemenution of budget at both levcls of governmcnt. In

the year under revicw OCOB approved the releasc of a total of Ksh.1529.7 billion to fund

national govcrnmcnt's activities. Thc total expenditure was Kshs.1658.72 billion sgainsl a

gross estimalc of Kshs.l988. t 8 billion resutting in an ove rall absorption of 83.43 per cent.

Table I below shows the total exchequer rclbase for consolidared fund seryices, rccurrent and

deve lopment expe nditurcs for the national government for the Fiscal year 2015/l 6 up to 30fi

Junc.

20
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Typc of

Expcnditure

Rtvised

Gtrcs

Ertimrter

({sis.

Billion)

Net

Ertifirtei

(frls
Ditlioa)

Excheguer

lssuec

Rclared

(B,l.tts.

Billion)

Actuel

Erpenditurc

(Kshl.

Billion)

o/t

Exchequer

lsucc

Rolcnrcd

To Net

Eslimates

Absorption

(o/o of Acturl

Erpnd. To

Rcvised Gruas

Estimrtes)

qO-62o/"
Rccunent 8t 1.55 ?14.s r 720.28 715.41

Development 68 r .95 369.66 333.17 448.8 90.1% 65.81 04

Consolidated

Fund

Services

494.68 494.68 476.75 474.54 96.3 o/o 95.93 olo

Totel 1,98E.18 ls9E.85 1529.7 t 65$.72 95.7 i/n 83.43 o/o

Table t: Exchequcr Issoes Proctseed During the FY 20lyt6

Sourcc: OCOB

3.1.1 Recurrent Exchequer Releasm rud Absorptiotr

The total Recurrenr Budget tistimates for the Financial Yar 201512016 for thc national

government was Kshq. Bll.55 billiorL which was 40.82 per cent of the total budgcl The

OCOB releascd a total of Kshs. ?20.28 billion to MDAs to fund recunEnt expenditurg alt of

which was utilized. In addition to Ksh. 15 billion was coll€cted and spent as Appropriations'

In-Aid (AIA) by the MDAs, resulting into an absorption rate of 90.42 p€r cent-

3.1,2 Devetopmcut Exchtquer Releascs.rod Absorption

The total development budgrt estimates for the pcriod under review was Kshs. 5t1.95 bitlion

for which OCOB released excircquer amounting to Kshs.333.l7 billion representing 90. l3

per cent of the total development net estimatcs. The MDAs were able to spend Kshs'448.8

billion inclusivc of AIA collacted retulting in 65.E1 pef ccnt absorption rate,

1.1.3 Exchcqoer Releases for Consolideted Fund Sen'iccs

The OCOB also facilitated the rrlease of funds to clter for expcnditure for consolidated fund

s€rviccs. Thc Oflrce rEleased Kshs. 476.25 billion to cater fior coffiolidaEd fund services out

of which Kshs.4?4.54 billion was absorbed, The Offrce of the Controller of Budga continues

2l
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Io enforce the compliance with regulations for all debr payments by ensuring they are

supported by thc loan agreements and other supporting documenls.

3.2 Erchcque r Releascs to Couuty Governmen8

The total budgct for county govErnmons was Kshs.287 billion. The offrce released

Kshs.266.04 billion to county govcmmcnts from thc consolidatcd funds as shareable r6v€Rue

and anothsr Ksh,37.5 billion fior conditional grants. The absorption rarc by thc counry

govcmmcnts was 82.05 %o.

tt.0 County Seruices rnd Enebling Activities

4.1 The Budgets for F/Y 2015/16 for County Goveroments

Thmugh the advice of the OfIice of the Controller of Budga some of the Budget Estimatcs

for F/Y 2015/16 for cor.rnty governments were revised to comply with the law. Thc rcvision

also r{duccd the hich and unrealistic local revcnue projections. In general the

recommendations of the Oflice resulting in:-

r 
. 
lmprovement in absorption by most of the county governments.

r Improvement in revenue collection in some of the county governm€nts.

. lmprovement in the rcporting ofexpenditure by the county govemments.

r All public funds being esrablishcd now by the county governments comply with the

legislation.

. lmproved scrvicc dclivery in some enrities due to capacity building of thcir staff.

I To avoid conflict of interest and ensure County Assemblies cary out their oversight

mles most county govemments havc gir,en financial autonomy to their counry

Asscmblics to delivcr on their mandatcs.

The Office continues to padicipatc in the budget proccss as requircd by the law.

4.2, Advfuories lo Comty Governurelte

The offrce also facilitated the analysis of county budgeb and provided the necessary advice to

various county govcmffents on the need to reduce unrcalistis revenue ptojections and

prtvisions on non{ore itcms. Further, lhe offrw has ensured that thc county govcmmenr

22
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budgets comply with the legislation.

4.3 CouEtY Visits

The Oflice has continuously carried out sounty visits ro scnsitisc thc couoty governments on

the mandate of the Officc and to oapacity build on efrFeotive budget implementation. During

the visits, rhe Office identified the various challcngcs bcing faced by thc counry govemnlents,

such as inadequate systems for budget implementation, especially with regard to rcYenue

collection; skills gaps for budgct preparation and execution antong the county staff;

inadequate staffing; and lack of internsl audit function and audit committees' Thc visits also

revealed that the exchequcr records wcre nol properly maintained due to capacity challengcs'

4.4 Mcdiarion

OCOB has developed prccedurcs on mechanisms for conducting dispute resolution and has a

committee in place that assist in mediations in csse of disputes in the Counties on budget

impicmentation rclated mattcrs. So far several counties have been advised on the budget

prQccss.

4.5 PublicSensitization

The Office has held two public forums coyering 12 eounty Sovemment\ 6 in Mombasa and 6

in in Kisumu to ensure they participate effectively in the budgeting pnoce$s and enable them

to hold to account those involved in budget implementation. The fora sensitized ovet 1000

members of the public. The objectives of forums are to ensure: - the public is informed of

their role in public financial managemenl at national and counry- level; they are informed of

rheir role in monitoring and evaluation during budget making proc€ss and implcmcntatiou

rhe public is informed of their role in social auditi and that there is interaction betwecn the

public and the OCOB in order to address emerging issues concerning the OCOB and budga

implementation.

The Oflioe also participated in two other public sensitization forums with the National Tax

Payers Association and the Nationsl Aids Control Council during the period under rcview.

The Offrce has also developed a communication policy to guide on how to entage OUI

various stakeholders.

23
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5.0 Emcrging Iss ues/Challergcs

5.1 Emerging Iscues

With regard to budget implementation, the Office has identified a number of cmcrging issues

and challenges which may impact on its operations. The emerging issues include:

. There is lask of clear understanding on the rnandate of the Controller of Eudget by the

stakeholders.

r Therc is a lot of passagc of legislation which brea(ihes the Constitutisnal and the law

by the counqr governm€nl Franicularly the principle of separation of powers

. The office of the Controller of Budga has held various moetings with the committecs

of parliament to discuss the issues raised in Quarterly Eudget lmplementation Revicw

rEports and providcd advice. The OfTice has also continually provided advice to thc

. Executive on budgct implementation.

r Duc to lack of inadequaE staff oapacity at eounty level, the Ofiice collabqrated with

key stakeholders to train county staf[

5.2 Chrllenges

-ftre challenges encountercd by the offrce include:

. Delay in submission of expenditure rcturns and incomplete financial statements by

MDAs;

r Lack of clear understanding on the rnandate of rhe Contnoller of Budget by

stokeholders snd members of the public;

r Lack of awarcness by the public on the ir rolc in thc budgel making proces$.

These Consrraints and Challenges arc bcing addresscd by scnding rcminder le.uers to MDAs

cvsry quartcr and fo.llow up with individual CFOs to submit their expenditure returns;

Recruitment and training of staff to effectively delivcr on OfEce mandate; Scnsitization of
stakeholders and the public on the mandate of the OCOB; Advisories issucd to both Ievels of
govenuflcnt pointing out dre snomalies and Scnsitization of thc public through public forums,

24
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Mrs. Agres Odhiambo

CONTRO LLER OF' BI.'DG ET

DATE
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III. STATEMENT OF ENTITY MANAGEMEMTRESPONSTBILITIES

Section 8l (l) of the Public Financc Management Acl 2012 rrquires that, at thc end of each

financial year, the accounting olficer for a National Covemmsnt Entity shall preparc

financial statements in respect of that entity. Section 8l (3) requires the financial stqtements

so prepared to be in a form that complios with relevant accounting sondards as prescribed by

the Public Sector Accounting Standards Board of Kenya ftom time to time.

Contoller of Budget is responsible for the preparation and prescrtation ottha entity's financial

ststemerrts, which give a true and fair vicw of the state of affairs of the entity frn and as at thc

end ofthe financial year (period) ended on June f0,2016. This responsibility jncludes: (i)

maintaining adequate financial management arangements and ensuring that these continue !o

bc effecfive throughout the reporting priod; (ii) maintaining proper accounling records,

which disclose with reasonable ac,curacy at any time the financial position of the entity; (iii)

designing, implementing and mainuining int€mal conlrols rslcvant to thc prcperation and

fair presentation of the financial ststementsr and ensuring that they are free from material

misstatemcnts, whether due to error or fraud: (iv) safeguarding the assets of the errrty; (v)

selecting and applying appropriate acgounting policies: and (vi) making acoounting estimates

that arc reasonable in the circumstanccs.

Controller of Budget accepts responsibility for the entrl's linancial statements, which have

been prepared on the Castr Basis Method of Financial Rsporting using appropriate accountirtg

policies in accorrdance with hrtemational Public Sector Accounting Standards (IPSAS). The

Accounting Officer is of the opinion that the entity's financial statements give a tue and fair

view of the state of eatifyir transactions during 0re financial year ended Jtrne 30, 2016, and of

irc eruiry'r financial posilion rs at that darc. Contrc]ler of Budgct furthcr confrrms thc

oomplekness of the aocounting rocords maintained for the entity, which have bctn reliod upon

in the preparation ofthe entity':s financial statements as well as the adeguac,y ofthe systems of

internal frnancial conrol.

Controller of Budgrt confirms that the entity has ccmplied fully with applicablc Government

Regulations ard the tenns of external financing covenants (wirere applicable), and that tbe

sntrty's funds reccived during the year undcr audil wsre us6d for trc cligible purposcs for

whioh thcy were inEnded and werc plopcrly accountfd for. Funher Controller of Budget
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confirms that the cntity's financial statements have been prepared in a format that oomplles

wift rclcvart accounting stendards prescribed by the Public Sector Accounting Standards

Board of Kenya-

Approval of the linrocial strtemenls

tlrre entity's financial $atements were approved and sigted by Controller of Budget on
au

n7{tu1y1-2017.

Mrs.Agnes Odhiambo

CONTROLLER OF BUDGET

11
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OFFTCE OF THE AUDITOR-GENERAL

REFORT OF THE AUI)ITOR€EIIIERAL OiI THE OFFICE OF COi{TROLLER OF
BI,DGET FOR THE YEAR ET{DED 30 JUNE 2016

REPORT ON THE FINANCIAL STATEMENTS

I hava audited tho accompanying frnencial Catements of the Office of the Controller ol
Budgst cet out on pagce 29 to 45, which cornpriee the stetement of ass68B as at 30 June
2016, and th€ statcrnont of raccids and payments, statement of cach flowa, summary
stltornent of appropriation- recurrsnt. summary slatornent of provigiong for the year then
ended, and a sumrnary of eigrnificant accounUng policbe and olher explanatory
inbrmation in accordance with Artide 229 of the Constilution of Kenya and Section 35 of
the Public Audit Act, 2015. I heve obtained all the information and explanations which, to
lhe bct of my knowledge and belief, s€r€ neoessary for the purpoee of the audit.

Xsrrgem.nfr Ropomlbillty for thc Finenciel Stlttmont!

Tho Accounlarp Officer - Oftico of the Controlbr of Budget is responsible for the
prcparat'ron and fair prBsontation of Srese ftnancial statornento in accordance with the
lniamational Pr.6lic Sector AccountirB Standards (Cash Basis) and for sucfi intemal
conlrol es managoment determinea is nEcessary to enable the proparation of linancial
statcments that ero free from matoriel misstetement, whelher due to fraud or eror.

Tho manegement is elso rcoponsible for thc gubmission of the financial Btatem€nts to the
Auditor-General in eccordenoo with the proviaions of Sec{ion 47 of the Public Audit Ac't,
2015.

Auditor€cncral'r Rerponrlblllty

My reeponoftility is to expres8 an opinion on theae financiel statemsnta based on the
ar.dil and report in accordane wifi the provisions of Section tlE of the Public Atdit Act,
2015 and cubmit th€ audit report in conpliance with Article 2247) ot the Constitution.
The audit rvae conducted in eccordance with lnternational Standards of Supreme Audit
lnstlutionc. Thoqo stardards tequiru cornpliance with ethicel rEquirom€nts and that the
audit be'planned and pertormeO to obtain reasonable aaauranco about whslher the
financial stat"menlg are frae from material misrlalement.

An eudit invotves performing proceduree to obtain audit evklence about the amounts and
dirclosura in thc financial gtat€monB. The procedureg selected depend on the auditors'
judgement, including the asse$ment of the risks of material miestaternent of the financial
statemonb, whether due to ftaud or error. ln making those nsk ass€rsments, the arditor
congiderB intemal control rebvant to the entity's properatiofl and fair presentation of the
financial gtalements in order to deaign eudit procedur€s that are appropriate in the
circumstances, but not for the purpoee of expre*ing an opinion on the effectiveness of
the Office's intemal conkol. An au<lit alco incluctes evaluating the appropriateneos of

Reyn 4 1y .4u<litor4tryrul w tlx Ftm'ul yotewnts dtha (Wc( ol Ctntolltr ot Bulget.l'w tht ttar erxltd
Jo,lux'2tll6

PdMirE.lcilreliifr la r&, /,tilln. &r*r'
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OFFICE OF THE CONTROLLER OF BUDGET
ANNUAL REPORT 201,5 / 2016 H

OFFICE OFTIIE CONTROLI,RR OF BLDGET
Ileportr nnd l'inancial Stelements
For lhc year endcrt June 30, 2016 (Ifuhs)

13, Analysis of the lleposit Account

Item Dercrlptlon
Itcm

Gode
201$2016 20r4-20rs

Kshs Kshs

Retention -Fine Tops EnterPrises 1320200 229,5 r l.80 1,216,822 60

Retpntion -Specicom'lechnologies Ltd 7320200 497,000.00 497,000.00

Retentiqn -Atiica
Solutions Ltd

Management 1320200
132,600.00 132,600.00

Rctention -Pong Agencies ?3202,00
I,256.50 I,2s6.50

Tender Bond-Real Insurance 7320200 200,000.00 200,000.00

Comnr i ssions(payro I l) 7310t00
52,017.50 t0

Insurance Refund 73 10100
I10,940-00 310,

AIA-Sale of tender 7310100
39,000.00

Retention-Pekals Ltd 7320200
1,499,693.25

I,499,693.25

Tender Bond-Losagi Insurance 73 10100 145,500.00

AIA-Joel Muema 7310100 1t,099.30

The National Treasury-Exchcquer
refund

73 I0100 E.93 l.00

TOTAL 3,088,54935 3,912,961.45
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ffi OFFICE OF THE CONTROLLER OF BUDGET
ANNUAL REPORT 20L5 / 2016

OT.'}-ICE OF TIIE CONTROt,t.F.tT (}F' BTIDG ET
Ilcporls and Financial Slatenrents
For the r eodcd June 30. 20I6 h

AINI,X [I.SI.JIIIMATTY OF I'IXET} ASSET RECISTER

ANNE X I- SIJ ]!IMAIT}' S'TATEFI E NT OF DEI'OS ITS

Description 2015-2016 201+201s

Kshs Kshs
Opening Balarrce .t.q7?,96 t .4.1 2.49i,09 I .70

Trarslcrs rrl rctcntions & tlcpusirs during the Year
2 I 7.547.70 t._591,582 f5

Pavnrcnts nrade out ofdeposit account during the

)'cBr

- r. 10 t.9i9.80 -l I1.7t2.50

ci,oSlrcdEALANcE 3,08{l;549.35 :;; .+19Z?,96t-45

Ascet class Item Code Curren( Cosl
(Kshr)

20r5/16

Historicrl Cosl
(Kshs)

20r4/15
Returbishnrent ol' huildings .i t I0100 1.999.n00.00 0

Vehicles and C)ther Transport
Equipmenl

3t10700 26.799.000.00

OlIlce Furniture
l-:quipmcnl

atrd Ceneral _1 I I t000 7-0it..r99.00 _i7,2_i6.645.00

Specialised Plant. Equiprnent and
Machincrl,

-11 I I t00 1.084-773.05 10,755.846 _10

Tolal I l,l17.072.05 94,811.491.J0

b [)alc

lJate

ttl,ltlPrepurcd 81 : lsls.Pamctt t)kutch

Itevieu'ed 81,t Ir,Ir.trtacklin Oglrlla

i\pprovcri By: N{rs. Agrrcs Odhiamho
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