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EXECI]TME SUMIVIARY

The Constitution of Kenya (zoro) empowers the citizenry to ensure public resources are utilized
effectively to implement planned activities. It is against this backdrop that the Constitution of Kenya,

zoro established oversight institutions to monitor the use of public resources. Article zz8(6) of the
Constitution requires the Controller of Budget to submit to each house of Parliament a report on the
implementation of budgets for both the national and the county governments quarterly. In the same

way, Section 39 (8) of PFM, Act 2012 requires the Controller of Budget to ensure that members of
the public are given information on budget implementation. Therefore, the reports prepared by the
Controller of Budget forms the basis for the public to engage in participatory monitoring of the use of
public resources.

The first quarter of the financial year zorgl2o14 recorded low absorption of funds, mainly attributed
to MDAs' re-organization that saw the number of Ministries reduced from forty two to eighteen. This
was further aggravated by the delay in the appointment of accounting officers in the relevant ministries
and the operationalization of bank accounts for the restructured ministries. Towards the end of the
first half of the FY zorglzor4, MDAs started executing their respective activities as scheduled in their
individual work plans. This saw some notable expenditure recorded for both the recurrent and the
development budget items.

Official data from the Kenya National Bureau of Statistics (IO[BS) shows that the Kenyan economy

expanded by +.+ per cent during the third quarter of zor3 compared to 4.5 per cent recorded over the
same period in zorz. The average inflation rate for the period July to December 2013 rose to 7.zper
cent from 4.96 per cent recorded in the same period in zorz. This average was slightly above the target
range of 5 to 7 per cent for the FY zorg/zor4. The Kenyan shilling remained stable against the major
currencies and traded against the US Dollar at between Kshs. 86.9o in the month of July zor3 and

Kshs. 86.3o in the month of December 2013.

In the period July to December 2oLB, the total exchequer revenue collected by the National Treasury
stood at Kshs. 588.2 billion which represents 46.3 per cent of the printed estimates for the financial
year zotgf 2oL4. The revenue collection during the period under review increased by zr.5 per cent to
Kshs. 588.2 billion from Kshs. 484.2 billion recorded in the same period of zorz/zor3 financial year.

Tax income contributed the highest revenue, accounting for Kshs. 429.8 billion. This represents 2S.9

per cent growth relative to the same period in the previous financial year. Grants from international
organizations contributed the least amount of the exchequer revenue, amounting to Kshs. 2.6 billion.
However, this recorded the highest growth of t4z.t per cent over the same period last financial year.

The total exchequer issues during the period under review was Kshs. S8S.4 billion which represents

4o.7 per cent of the net estimates, a growth rate of 42.2 per cent compared to the same period in
the last financial year. The exchequer issues comprised of Kshs. 299.T billion released for recurrent
expenditure, Kshs. 95.9 billion for development expenditure, Kshs. rzg.3 billion for Consolidated Fund
Services (CFS) and Kshs. 66.5 billion for the County governments.

Total expenditure during the period July to December 2013 was Kshs. +gg.S billion comprising of Kshs.

255.2 billion spent on recurrent activities, Kshs.rr5.8 billion spent on CFS and Kshs.7o.5 billion for
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development expenditure. The recurrent expenditure represented an absorption rate of 4r.5 per cent

of the annual recurrent gross estimates while development and CFS expenditures represented t5.8 per

cent and 3o.4 per cent of their respective annual gross estimates.

Out of the total recurrent expenditure, Kshs. 116.3 billion (S+.9%) was spent on personnel emoluments
while Kshs. gS.g billion (+S.t%) was spent on Operations & Maintenance activities. Analysis of the
expenditure on the operations & maintenance reveals that Kshs. r.o billion was spent on foreign
travel, Kshs. 813.6 million on domestic travel, Kshs. 6o5.7 million on training, Kshs. 599.5 million on

hospitality, conferences, and catering Services, and Kshs. 92.4 billion on other recurrent expenditure
such as electricity and publishing and printing services.

During the period under review, ministries had undertaken to pay salaries of staff seconded to the
counties to perform devolved functions. Counties were expected to reimburse the costs to the respective

ministries to defray the expenditures of other activities. By the end of the second quarter, very few
counties had reimbursed monies owed to the ministries which affected the cash flow to the respective

ministries and hence their budget implementation. This saw the absorption of budgeted resources by
MDAs continue to plummet. Other key issues observed during the monitoring of budget execution

include, low absorption of development funds, the escalating wage bill which is likely to affect resources

allocated to development programmes that may be re-allocated to meet personnel costs. The necessary

capacity by spending entities to provide timely and accurate information on budget implementation
still remains a significant challenge. Most MDAs did not provide information on budget execution in
time for the OCOB to compile the report. Equally, failure by some MDAS to operationalise IFMIS in
capturing their financial transactions has greatly affected monitoring of expenditure and subsequent
reporting.

To overcome these challenges, the Controller of Budget recommends that Counties should hasten the
reimbursement of monies owed to the National Government ministries in good time to avoid interfering
with the MDA work plans. In addition, all spending entities should post their transactions on a real
time basis as well as report the Appropriation-In-Aid realized in the reporting period. The National
Treasury should ensure all MDAs use the prescribed Financial Management Information System and
address the challenge of the capacity of the users at all levels.
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1.O INTRODUCTION

The report is prepared in fulfilment of the constitutional mandate as provided for under Article
zz8(6), which requires the Controller of Budget to submit to each House of Parliament a report on
the implementation of the budgets of the national and county governments every four months. The

objective of this budget implementation review report is to provide a synopsis on the status of the
financial year zotgfzor4 budget and execution of plans in reference to the national government.

The report analyses the macro-economic variables which are likely to have an impact on the budget
execution. Other issues discussed include the total exchequer revenue generated by the National
Treasury in order to meet government expenditure. In addition, the report provides information on
Appropriations in Aid (A-I-A), which is the revenue projected to be raised and used by an MDA upon
approval by Parliament. The report further highlights how MDAs have utilized the allocated funds
on recurrent and development activities. The report then summarises the key findings during the
budget execution process providing the basis towards the realization of the government objectives as

stipulated in the BPS for the current financial year.

In the period under review, MDAS recorded significantly low absorption rates mainly on development
expenditure. This implies that a considerable number of planned activities were not implemented
during the first half of the financial year. The absorption rate is computed as the proportion of the total
expenditure expressed as a percentage of the gross estimate for the all MDAs. In analysing total national
expenditure, the report disaggregates the expenditures into the ten sectors. The performance of each

sector is determined by the respective sub-sectors which are the main spending units. In addition, the
report gives a breakdown of expenditure and classifies them into various economic categories. This
classification details personnel emoluments, domestic and foreign travels, hospitality, other operations
& maintenance expenses and development projects. This analysis is essential as it gives an overview on

whether there is value for money in the utilization of public funds.

In the analysis of the macro-econcmic indicators, it is important to note that, the data available on
GDP is calculated on calendar year. The GDP for the period October to December 2o1B had not been

compiled by the time of publishing this report.

The OCOB as an oversight institution gives recommendations on the key challenges affecting budget
execution in order to improve on the planning and budgeting processes to achieve the desired

economic growth. The Public Finance Management Act 2oL2, Section 39 requires the OCOB to ensure

the provision of adequate information to the public on budget implementation. This is accomplished

through distribution of the printed copies of the report to both Houses of Parliament and to other
relevant stakeholders. Apart from the printed copies, this information is also availed to the public
through the organisation's website. (http : / / u:toto. cob. g o.ke / ).

Budget lmpl.ementation Review Report
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2.O MACRO-ECONOMIC HIGHLIGI{]'S

In the BPS for the F{ zotglzor4, the National Treasury outlined measures geared towards accelerating
economic growth. Key among the measures was to maintain a stable macro-economic environment by
undertaking to keep the inflationary pressure low and maintain stable exchange rates. In addition, there
is need to focus on efficient and effective delivery of services to the public through prudent spending
of public funds. This section of the report highlights the macro-economic indicators under which the
budget was executed during the period under review and the performance in the previous quarters for
trend analysis. These include the GDP growth rate, inflation and the exchange rate.

2.1 Economic Growth

According to the zotgf zot4 BPS, the Country's GDP is targeted to grow at 5.8 per cent in zor4. In the
year zot2, the economy grew at 4.6 per cent compared to 4.4 per cent in zorr. In the first quarter of
2019, the GDP grew at 5.2 per cent but shrank to 4.3 per cent in the second quarter, compared to 4.1
and 4.4 per cent recorded in the first and second quarters of. zotz respectively. Provisional estimates
from IO.IBS show that the GDP grew at 4.4 per cent in the third quarter of zor3 compared to 4.S per
cent achieved in the third quarter of zotz.

The growth in the second quarter of zor3 is attributed to robust activity in the Electricity and Water,
Financial Intermediation, Agriculture and Forestry, as well as the Manufacturing sectors. In the third
quarter of zor3, the growth was mainly supported by the improved performance in the Transport and
Communication, Wholesale and Retail Trade, Manufacturing, Construction and Mining activities.
Although the activities of the hotels and restaurants had a sluggish gror,vth in the first quarter due to
the uncertainties prior to the March 2013 general elections, they have showed a slight recovery after
the electioneering period.

r: Quarter GDP for the 2()12-2013

Source: IQ{BS zots
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2.2 Inflation

The overall six-month inflation fluctuatedbetween 6.o3 per cent in the month of July zor3 and T.t1per
cent in the month of December 2013, averaging 7.2per cent against the targeted rate of 5.o-7.o per cent
for the FY zotglzor4 as per the BPS. This was an upward movement from the 4.96 per cent recorded
in the same period last financial year.

According to the KNBS, the inflationary pressure in the month of September is attributed to the
implementation of the new Value Added Tax Act and increase of the prices of food and non-alcoholic
drinks. In the month of December 2013, there was a significant reduction in the cost of electricity
attributed to the waiver of the inflation levy and the reduction of forex adjustment costs. There was

also a marginal rise in the transportation index attributed to the higher bus fares associated with the
Christmas festivities and increase in petrol and diesel prices.

Table r: 6 - Months overall inflation
Overall

Inflation
FY2O13/2Ot4 FY 2Ot2/2013

Iul Aug Sep Oct Nov Dec Iul Aug sep Oct Nov Dec

6 -Month 6.02 6.67 8.29 7.76 7.36 7.75 7.74 6.09 5.32 4.14 3.25 3.2

Source: KNBS zot3

Figure z: Overall inflation rate for the period October 2<111- December zor3
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2.5 Exchange Rate

In the period under review, the Kenya shilling had mixed performance against the US Dollar, the
Sterling Pound, the Euro and the South African Rand. The Shilling remained resilient against the US

Dollar, and on average traded between Ksh.86.go in the month of July zor3 and IGh.86.3o in the
month of December 2013. In the month of October 2013, the shilling appreciated against the US Dollar
to trade at Ksh.8S.gt for each USD. According to the CBK Monthly Economic Review of October 2013,

the appreciation against the US Dollar was attributed to inflows from tea and horticulture exports,

increased demand for the Kenya shillings from foreign investors targeting a stake in the L2 year

infrastructure bond, and the trimming of the long dollar position by commercial banks resulting from
the liquidity squeeze in the money market'. The Shilling weakened against the Sterling Pound, trading
between Kshs.r3r.7o in July zor3 and at ksh.r4r.37 in December zor3.

The shilling weakened slightly against the Euro to trade at Ksh.rr3.7o in the month of July zor3 and

closed at Ksh.rr8.18 in the month of December 2019. It remained stable against the South Africa Rand

and appreciated marginally from Ksh.8.8o in the month of July 2013 to close at Ksh.8.S+ in the month
of December 2013.

CBK Monthly Economic Review

Budget lmptementation Review Report

Hatf Year 201312014

1.

4



3.o FINANICIALANALYSIS OF THE zotglzol.4 BUDGET

IMPLEMENTATION

8.1 Analysis of Revenue Estimates

According to the FY zotglzor4 Budget Policy Statement, revenue is estimated to decline from 24.9 per
cent of the GDP in FYzorzf zo13 to 24.3 in the current financial year. Ordinary revenue is projected to
sufficiently cover the recurrent expenditure. Development expenditure will however be mainly funded
by external project grants and loans. Part of Domestic borrowing will also be channelled to funding
development projects as well.

8.1.1 Revenue Receipts by National Treasury

This section of the report analyses the various categories of the government exchequer revenue
generated to meet expenditure in the period July to December 2013. The total revenue received by the
National Treasury was Kshs.588.16 billion representing 46.28 per cent of the revenue estimates for the
zot3lzot4 financial year. This translates to a21.4 per cent growth from what was achieved in the same

period last financial year.

In absolute terms, total tax income accounted for the highest revenue, of Kshs.4z3.78 billion
representing2S.g per cent growth over the same period last financial year while grants received from
international organizations were the lowest at kshs.z.59 billion. The grants category however recorded

the highest growth compared to the same period last financial year at 142.t per cent as seen in table z.

Table z: Statement of Actual Revenue as at end of December 2o1S (Kshs. Billions)

,'Pry Er"E-l'

Opening Balance FY
zotzlzor3 o.o ().5

Total Tax Income 92o.98 44.78 34r.96 23.93

Total Non-Tax Income 38.87 11.32 17.r3 -33.92

Total Borrowing & Repayrnent 236.r8 134.30 112.13 19.77

Loans - External 46.o4 12.33 9.59 28.s7

Grants - External ro.87 3.29 2.35 40.oo
Grants from International
Organizations

17.96 2.59 r.o7 r4z.o6

Repayment From Domestic
Lending & On Lending
(recoveries)

o o.05

'..'i,}iijgffs '. {.,:;.. ;.'. lli:.ffi*ii
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8.1.2 Performance of Revenue Collection by Kenya Revenue Authority (KRA)

In the FY zorglzor4, KRA has estimated to collect Kshs.973.5 billion of which Kshs.9tz.3 billion is

exchequer Revenue and Kshs.6r.z billion is collections for various Agencies.

In the period July to December zor3, KRA collected exchequer revenue arnounting to Kshs.437.8

billion against a target of Kshs 489.9 billion, a performance rate of 99.5 per cent. This impressive

performance represented a growth of zr.5 per cent over the same period last financial year. In absolute

figures, the Domestic Taxes Department collected the highest amount of revenue at Kshs.z99.38

billion, representin g a 2t per cent growth over the same period last financial year. This was however an

underperformance of kshs.4.z billion.

The KRA quarterly release has identified a number of key drivers behind the revenue perfortnance in
the first half of the financial year 2ot3l2ot4. These are: growth in Value Added Tax (VAT) supported

by the new legal provisions; enhanced monitoring on PAYE remittances by the County governments;

enhanced instalment tax remittances by corporates and the focus on Domestic VAT in compliance with
the VAT Act 2013 provisions. This analysis is depicted in table 3.

Table 3: Exchequer Revenue Performance for July to Decemtrer zol3 (Kshs. Millions)

Rs.nenue Category
A€traI

zorglzor4 Target Variance Perforrnance
Rate (%o)

Actual
zotzfzotg

Growth
Rate Over
zorz/zol-g

(%)

Customs Services r36,958 134,7rJg 2,249 tol.7 rrr,58z ,)n

Domestic Taxes 299382 3o3,6<t7 (q,zzq) 98.6 217,505 21.o

Road Transport 1,474 1,659 (r8+) B8.s 7,2t7 2r.7

Total 4t9,BaS 439,975 (z,r6o) 99.5 36o,298 2,.5

Source: KRA zot3

3.2 Exchequer Issues Released to National and County Governments

In the first half period of zorgf zor4 financial year, the total exchequer issues was Kshs.5B5.4 billion, a

major increase from Kshs.4Sg.g1billion recorded in the same period last financial year. This represents

42.2 per cent of the exchequer to net estimates, a slight growth from 4o.7 per cent recorded the same

period last financial year.

The total exchequer issues towards recurrent expenditure amounted to Kshs.z99.tt billion representing

51.2 per cent of the total exchequer issues, a decline from 59.9 per cent released in the sarne period
Iast financial year. The total exchequer issues for development projects amounted to Kshs.96 billion, a

decline from Kshs.to6.7 billion released in the same period, last financial year. T'he exchequer issues

for development represents 16.4 per cent of the total exchequer issues. The exchequer issues to the

Counties amounted to Kshs. 66.5 billion representingLt.4 per cent of the total issues. The Consolidated
Fund Services received Kshs.rz3.g billion, an increase from Kshs.Sg.8 billion released in the same

period last financial year, a growth rate of 37.3 per cent. Table 4 shows exchequer issues fbr both
recurrent and development activities.
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Name ofthe Sub Sector

FII zorglzor4 Fllzorzlzo13

Gross Est. Net Est. Exch.
Issues

%of
Exch.
ToN.
Est.

Net
Est.

Exch.
Issues

% ofExch.
To N. Est.

Agriculture, Rural & Urban
Development 53.3 46.9 z8.o 59.70 69.<r 27.9 4().43

Education 276.2 248.9 r25.6 50.42 205.3 109.9 53.53

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

z16.g 73.3 30.8 42.O2 92.2 32.O 34.7r

The Environmental Protection,
Water and Natural Resources 57.r 34.3 1r.3 32.94 79.2 8.8 45.83

General Economic &
Commercial Affairs (GECt-{) 12.9 72.2 S.6 45.90 1:1.1 s.8 44.27

The Governance, Justice, Law
and Order (GJLOS) t25.7 124.5 58.8 47.23 r3o.6 6z.z 4r1.39

The Health 36.2 28.8 24.5 8s.oz 68.2 29.8 43.38

The Public Administration and
International Relations

173.5 r42.3 6z.r 43.57 142.9 6g 48.29

The Social Protection, Culture
and Recreation

2(J.5

8+.2

19.8 7.o 35.3s 24.3 10.1 4r.56

National Security 8+.2 42.r 49.70 8g.z 43.5 51.97

Sub-Total MDAs r,o56.6 8rs.7 395.6 48.5o 8+g 4OO.2 47.Lt

County governments 210.O r9o.0 66.s 35.oo 9.8

Sub-Total Consolidated Fund
Services 38o.3 38o.3 123.3 32.42 346.o 8g.zs 25.94

GrandTotal t,646.9 r686.o 58s.6 42,24 rzo4.8 489.95 40.67

Table 4: Total Exchequer Issues, July to December zor3 (Kshs. Billions)

Source: Office of the Controller of Budget

g.z.r Sectoral Recurrent Exchequer Issues

In the FY zorglzol4, the gross estimates for recurrent expenditure was Kshs.6ro.5 billion while
Appropriations-In-Aids was Kshs.53.r billion resulting into net estimates of Kshs.557.+ billion. In the
period under review, the exchequer issues for recurrent expenditure amounted to Kshs.z99.8 billion
representing 58.8 per cent of the net estimates. This is az.z per cent increase from the amount released
for recurrent expenditure in the same period last financial year.

The Health sub-sector received the full amount of its net estimates at too per cent, an increase from

49.g per cent received in the same period last financial year. This has been occasioned by the national
government paying the health workers whose salaries and related costs were expected to be met by
the County governments. Health care is one of the devolved functions under the fourth schedule of the
Constitution. Counties were expected to refund money paid on their behalf by the Ministry of Health
but this has not been fully complied. The Social Protection, Culture and Recreation Sector received
the lowest exchequer issues to the net estimates at 4L.7 per cent, a marginal decline from 44.6 per cent
received in the same period last financial year.
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From the analysis, it is evident that most sectors have received more than fifty per cent of their exchequer

issues to net estimates. This indeed is an indication that funds are released on time. Table 5 shows the

trends analysis.

Table 5: Sectoral Recurrent Estimates and Exchequer issues July to December 2o1:f
(Kshs. Billions)

Name ofthe Sector f.llzotglzor4 Flt zorz/zorg
Gross
Est.

Net
Est.

E.xch.
Igsues

% of Erch.
to N. Est.

Net Est. E:rch.
Issues

% ofExch.
to N. Est.

Agriculture, Rural & Urban
Development

15.O 13.9 rr.6 8g.s 24.8 11.9 4t:|.o

Education 245.8 225.9 t23 54.4 19().I 1o2.5 53.9

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

27.5 6.8 3.7 54.4 9.1 3.2 15.2

The Environmental
Protection, Water and
Natural Resources

13.2 8.2 4.2 51.2 7.2 3.6 5O.o

General Economic,
Commercial and Labour
Affairs (cECt/.)

7.9 7.5 3.3 44.o t.8 4.1 52.6

The Governance, Justice, Law
and Order (GJLOS) 111.3 rro.8 55.3 49.9 I15.4 s8.9 5l.o

The Health 20.3 16.5 16.5 100.o 5().7 25.3 49.9

The Public Administration
and International Relations 73.9 72.4 3s.6 49.2 7().5 33.8 11.9

The Social Protection, Culture
and Recreation

10.9 ro.8 4.5 4r.7 14.u 6.6 l+.6

National Security 8+.2 8+.2 42.1 49.7 tl:t.z 43.5 52.o

Total 6ro.5 557.4 299.8 53.8 574.4 293.4 51.1

Source: Office of the Controller of Budget

9.2.2 Sectoral Development Exchequer Issues

In the first half of the FYzotglzor4, the exchequer issues to MDAs for development expenditure was

Kshs.g6.o billion representinggT.2 per cent of the net estimates for the financial year, a marginal
decrease from 38.8 per cent recorded in the same period last financial year.

The Health Sector received the highest exchequer issues to net estimates at 65.o per cent, an increase
from z5.o per cent received in the same period last financial year. The Agriculture, Rural and Urban
Development Sector ranked second highest, receiving 49.7 per cent of target net estimate. The

Education Sector received the least exchequer issues to the net estimates at rr.3 per cent, far below the
expected percentage of at least fifty per cent. The analysis in table 6 shows that, only the Health Sector
was above the fifty per cent of exchequer issues to net estimates.
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Gror
E*

kcL
emr
-ri

%oft
D"dfr
t6;ffi
astff

16.r 36.4
Agriculture, Rural & Urban
Development 38.3 .1.) 16.4 49.7 66.s 44.2

Education 30.4 23.o 2.6 11.3 26.7 t5.2 7.4 48.7

28.8 34.7

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

r89.o 66.s 27.7 40.8 r92.9 8g.r

The Environmental
Protection, Water and
Natural Resources

43.9 z6.t 7.r ,1 
' 15.o 11.9 5.2 43.7

General Economic,
Commercial and Labour
Affairs (GECI,A,)

5.O 4.7 2.3 48.9 5.4 5.2 1.7 32.7

4.3 28.3The Governance, Justice,
Law and Order (GJLOS) 14.4 13.7 3.5 25.5 16.r 15.2

rB.o 4.5 25.oThe Health 15.9 12.3 8.o 65.o 32.4

72.4 35.2 48.6
The Public Administration
and International
Relations

99.6 6g.g 26.s 37.9 8z.B

g.6 9.o 2.5 27.8 10.3 9.5 3.5 36.8
The Social Protection,
Culture and Recreation

258.2 g6 37.r+ i1 {Eg.lf r,i..':'. ;Tfr! #fr.2

Table 6: Sectoral Development Estimates and Exchequer Issues (Kshs. Billions)

Source: Office of Controller of Budget

3.3 Donor Releases

In the financial year 2ot1f 2oL4, the government budgeted to receive Kshs.z4o.6 billion from
development partners. This includes loans revenue of Kshs.46.o billion, grants revenue Kshs.ro.g

billion, Loans A.I.A Kshs.Lg4.T billion and Grants A.I.A Kshs. 49.o billion.

The total amount disbursed in the first half of FY zotgl zo14 was Kshs.3o.7 billion representing 12.8 per

cent of the total targeted gross estimates, a marginal increase from rr.8 per cent recorded in the same

period last financial year. Loans revenue category received the highest disbursements repres entingzT .z

per cent of the gross estimates. Grants A.I.A category received the lowest disbursements representing

S.1 per cent of the gross estimates, a decrease from 69.9 per cent which was recorded in the same period

last financial year as can be seen in table 7.
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FrmdfngD/pe Itinted Estimates
zotslzot4

Cumulative Disbursement as at December 2or3

Disbursements % Disbursed against Printed
Estimates

Loans Revenue 46.o4 12.52 27.r9

Grants Revenue ro.BB I 136

I ll.:t-+

2r.67

Loans A.I.A r34.72 9.9()

Grants A.I.A 49.o1 2.-19 5.o7

Totals 24o,65 30.70 t2,76

'I'able 7: Summary of Grants and l,oans Disbursement Status (I(shs. Billion)

Source : National T'reasury 2ot7.

J.4 Consolidated Fun,I Services (CFS)

Items funded from the CFS account are as follows; Public debt, salaries for ccnstitutional office holders,
pensions and gratuities, payment to international organizations and other miscellaneous payrnents by
the government.

In the zotyf 2or4 financial year, the budget allocation for the CFS account was Kshs.38o.g billion. The
public debt category had the highest allocation of Kshs.337.3 billion which was 88.7 per cent of the
total allocation to the CFS. In the first half of the FY zotyf 2or4, the total exchequer releases to the CFS

account amounted to Kshs.rz3.g billion representing32.4 per cent of the CFS annual estimates. This
amount includes Kshs.ro7.8 billion as exchequer issues for the servicing of the public debt representing
87.4 per cent of the total exchequer issues to this account. The total expenditure by the CFS during the
period was Kshs. tt5.8 billion, representing absorption rate of 3o.5 per cent.

9.4.a Public Debt

This constitutes the arnount owed by the Government of Kenya and includes both the domestic and
foreign debt. As at the end of December, 2019, the outstanding public debt was Kshs. z.rr trillion
which is 57.6 per cent of the GDP' . I'his represents a 12 per cent increase from the Kshs.r.89 trillion
outstanding as at "-une zor3. The total public debt is made up of Kshsr.r89 trillion as domestic and
Kshs 9zz.3Z billion as foreign. During the first half period trY zorglzol4, the exchequer issues of
Kshs.to7.7Z billion was released to facilitate the payment of public debt. Out of the total exchequer
issued, Kshs.roo.4 billion was spent to service the public debt.

Increasing public debt levels are as a result of an expanded budget that caters for national government
functions as well as the devolved functions in all the counties. There is need for the National lreasury
to assess the public debt pattern and the prevailing macro-economic environment and take rernedial
measures to ensure sustainability and efficiency in the borrowing process. Austerity measure should be

enforced through all government entities to cut down on low priority expenses.

8.4.1.1 Domestic Debt

In the period under Leview, the gross domestic debt grew by Kshs. 138.6 billion GS%) from Kshs. r.o5
trillion iu June zor3 to Kshs r.r89 trillion in December 2013. The cumulative domestic borrowing of
Kshs r.r89 trillion is made up of Kshs.3o7.z6 billion raised through floating of Treasury Bills, Kshs.

8t6.zg billion from'freasury bonds and Kshs.64.6z billion from other sources including the Central

The National Treasury, Kenya-Monthly Debt Bulletin

1()
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Bank of Kenya overdraft of Kshs.34.z billion. The total payrnent towards servicing of domestic debt in
the first half FY zotgf zor4 was Kshs 84.4 billion comprising Kshs. 57.7 billion for principal redemption
and Kshs. 26.7 billion for interest payment.

9.4.r.2 Foreign Debt

During the period under review the stock of public and publicly guaranteed external debt was Kshs.

922.57 billion. This is a Kshs.9o.r3 billion (ro.8 per cent) growth from the June 2013 stock of
Kshs.83z.z+ billion. The total payrnents made to service foreign debt was Kshs.16.o billion comprising
of Kshs.to.g billion as principal redemption and Kshs.5.t billion as interest payments.

8.4.2 Pensions and Gratuities

The Pensions and Gratuities subcategory comprises of payments made to retired public servants. This
vote was allocated Kshs.38.z billion in the zotglzor4 financial year. In the first half year of FY 3or3/14,
the exchequer releases for pension and gratuity payrnents was Kshs.13.8 billion. The actual expenditure
during the same period was Kshs.rg.8 billion which translates to an absorption rate of g6.z per cent.

9.4.9 Guaranteed Loans to state Parastatals

During the period July to December 2ot1, Kshs 6SS.Z4 million was issued as exchequer for the servicing
of public guaranteed loans. The actual expenditure incurred to service the debt was Kshs SSg.22 million.
This was payrnent towards the loans guaranteed on behalf of Kenya Broadcasting Cooperation, Nairobi
City Council and Tana and Athi River Development Authority. There were no new guaranteed loans to
state corporations in the period under review. Table B shows cumulative expenditures trends from the
CFS account.

l':rblc t'l : ('trrrrtrlrrtivr l',xlrcntlitrrrt's frorrr ClfS ( K.slrs. I\lilli<lns)

Source: The National Treasury zor3

"International organisation subscriptions is to International Monetary Fund

:t.S l{r'currt'nt lrxlrenrliturc Arralvsis b1'Ser:lor

In the Medium Term Budget Policy Statement zotgf zot4, recurrent expenditure was highlighted
to be reaching unsustainable levels thus leaving inadequate resources for development. The BPS

for FYzor3lzot4 outlined measures to control expenditure, the need to support social spending

Budget lmplementation Review Report
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CFS
Gross

Estimates
Net

Estimates
Exchequer

Issues
Actrral

Expenditure

ExeJrequer
Issuesas %

N€t Est.

Extrlenditure
asaToofG.
Estimates

Public Debt 337,29r 337,291 1o7,772 l()()..1() I 31.95

Pensions and
Gratuities 38,167 38,167 r3,8ro t'i.S rr r 36.r8 ;i6. r,tl

Salaries and
Allowances 3,40() 3,4C)C) r,C)50 lr).lr) 3o.88 'l().2()

International
Organisations*

o.5 o.5

Miscellaneous
Services

rz8 rz8

Guaranteed
Loans

1,304 1,3C)4 6ss 50.23 +2..11

Total 38o,z9r 38o,e9r tzgrzST ll-..t,797 3,2.* 3().45
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in education and health to achieve the Millennium Development Goals and to link education with
employment as well as provision of health care to all Kenyans.

In the half year of the zorglzot4financial year, the total exchequer issues for the recurrent expenditure
amounted to Kshs.z9g.8 billion representing 59.8 per cent of the total net estimates, a slight increase

from 5r.r per cent recorded the same period last financial year. The total recurrent expenditure for the
period under review was Kshs.z53.z billion, an absorption rate of 4r.5 per cent, a slight improvement
from B9.S per cent recorded the same period last financial year. The National Security Sector had the
highest absorption rate at 49.1 per cent, a slight decline from 49.6 per cent recorded the same period
last financial year. The Environment Protection, Water and Natural Resources Sector had the lowest

absorption rate at z6.o per cent, a drop from 9z.6 per cent achieved the same period last financial year.

No MDA has managed above fifty per cent mark in the absorption of resources. This is the €xpected

percentage for the second quarter of the financial year and it is attributed to the delay in the appointment
of the accounting officers at the beginning of the financial year, contributed by the condensation of the
Ministries from forty two to eighteen as analysed in table 9 and figure 3.

Table 9: Analysis of Recurrent Expenditure try MDAs (I(shs. Millions)

ffi MP
.,I.!HP-,,

EonHry,
{urftlou

rtnf$f,lg*
Oo.ili

nthl ortill
TJTd

Icrc#
h).

The Presidency +s8.99 122.97 48.r9 9.o2 147.32 r,or9.97 t,78o.4r

Ministry of Interior and Cordination
ofNational Government

t8,269.7o 21.03 157.o2 75.73 30.41 5,o13.93 29,so7.83

Ministry of Devolution and planning 3,o59.20 25.61 34.19 62.5o 8+.98 2,344.43 5,61o.9r

Ministry of Foreign Affairs r,733.90 46t.87 46.24 44.77 6.ss r88.+a z,48r.sz

Ministry of Education Sci. and
Technolory

1,141.69 8.oz 22.85 12.81 8.24 33,818.3o 35,o11.91

The National Treasury 474.o2 8.s+ 24.75 35.29 4r.8r z,z84.st 8,368.22

Ministry of Health t4.62 2.94 r7.8r 6.69 rr.85 7,s26.99 7,580.90

Ministry of Transport and
Infrastructure 647.72 10.55 12.3O 8.19 22.o4 8,o8r.6o 8,782.4o

Ministry of Enviroment Water and
Natural Resources 737.95 8.6s 14.O 1 27.40 17.90 2,572.3r 3378.22

Ministry of Lands Housing and
Urban Development 7O2.92 3.15 1S.16 8.gg 13.51 8r1.25 1,554.92

Ministry of Information &
Communication and Technolory 249.33 6.r7 4.38 9.2o 12.39 s+s.46 824.9s

Ministry of Sports Culture and Arts r29.r3 20.66 r24.85 6.28 tz-Bz 942.89 1,236.69

Ministry of Labour Social Security
and Services 763.77 8.r7 11.47 10.21 6.26 r,45o.88 2,25t.26

Ministry of Enerry and Petroleum 5.97 4.48 3.OO 3.48 8.25 971.98 997.r7

Ministry of Agriculture Livestock
and Fisheries 7.O2 13.55 24.79 23.46 4347.6s 4,423.70

Ministry of Industrialisation and
Enterprise Development

167.72 7.67 8.6o 4.95 5.4r 731.30 925.o4

Ministry of East African Affairs
Commerce and Tourism

2o4.68 53.90 25.33 37.70 8.gz r,329.23 r,659.8r

Ministry of Mining s.98 6.68 5.o5 o.42 6.zB 94.78 s9.69

Office of the Attorney General and
Department of Justice

27o.9r 11.6o 2.54 3.88 6r5.56 9o7.27

The Judiciary 2,303.75 18.91 76.97 13.59 9.74 2,o66.75 4,489.7r

Ethics & Anti-Corruption
Commission 453.94 453.94
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MINISTRY/DEPT
Personnel

Emoluments
Foreign
Tlavel

Domestic
Tlavel

Hospitality,
Conferences
ard Catering

Costg

l!'ainlng Otherg
To,tel

Rccumeat
Ery.

Directorate of Public Prosecution 197.36 5.64 20.77 r8.94 5.61 62.8o 316.r2

Commission for Implemenation of
the Constitution

89.7o o.86 7.23 7.o9 o.93 42.97 t48.26

Registrar of Political Parties 16.73 o.39 1.65 o.44 o.39 ro7.43 127.o3

Witness Protection Agency 69.98 2.65 2.43 4.46 o.63 15,2r 95.36

Kenya National Human fughts &
Equality Commission

87.24 o.97 3.26 1.36 4.50 53.44 r5o.78

Independent Electoral and
Boundaries Commission

827.4s 23.73 19.28 ro.78 11.54 602.9o r,+9s.68

Parliamentary Service Commission 346.or rz6.6t 47.23 rzo.96 r1.49 7,65r.47 8,zgz.z6

.Iudicial Service Commission 3.80 2.69 30.77 6s.76 15.o5 rr6.o8

The Commission on Revenue
Allocation

61.s4 ro.43 4.7r 3.76 48.59 129.O2

Public Service Commission r78.83 2.Ot 8.zg 14.99 r9.6r 43.20 267.43

Salaries & remenuration
commisssion 55.78 5.07 1.53 26.61 r.40 34.70 125.O9

Teachers Service commission 81,9s6.o7 424.O2 82,38o.o9

National Police Service Commission 22.48 1.r5 1.36 2.63 o.22 44.95 72.78

Auditor General 648.49 29.63 ar- r8.23 o.79 405.o9 r,ro5.5r

Controller of Budget 82.8r o.39 2.24 1.O9 2.93 16.S6 ro6.o3

The Commission on Administrative
,Iustice

68.13 3.28 2.67 1.59 o.77 6o.88 r37.3r

National Gender & Equality
Commission

68.8o 3.5r 4.O1 o.66 o.38 38.12 1r5.48

Independent Police Oversight
Authority 38.67 o.10 1.30 t.t4 o.09 39.72 8r.o3

TOTAL rt6,r44.48 t,o34.66 813.64 593.47 605.67 92362.25 211,554.16

% ofTotal 54.90 o.49 o.38 o.28 o.2g 43.66 (x).(x,

Source: MDAs

Note: All IYIDAS except Ministry of Defence, National Intelligence Service and Parastals.

Figure 3: Analysis of Recurrent Expenditure by MDAs
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Training
Kshs. 6o5.7

o.29%

Foreign Travel
Hospitality, Conferences

& Catering
Kshs. 593.5 Mn

o.282

Domestic Travel
Kshs. 8r3.6 Mn

o.382

Kshs. 1,014.66 Mn
o.4g%

Source: MDAs
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This section provides an analysis ofpersonnel emoluments and operations and maintenance expenditure
for MDAs during the first half of FY zorgf zor4. The expenditure information used for the analysis was

mainly generated from the IFMIS system. The system provides expenditure against each item as voted
in the budget estimates. This comparison provides the basis for monitoring of the budget execution and
tracking of expenditure.

Although most MDAs have implemented the IFMIS system for their financial transactions, a number
of state Agencies and constitutional Commissions are yet to implement the System. This has affected
the monitoring and reporting of public expenditure by the Office of the Controller of Budget. In order
to guarantee transparent financial management and standard financial reporting as contemplated by
Article zz6 of the Constitution, the National Treasury should ensure that all spending entities use

the prescribed Financial Management Information System. This will facilitate proper monitoring and
efficient management of public resources.

During the period under review, total recurrent expenditure was Kshs.zrr.6 billion which comprised
Kshs. 116.r billion (54.9'/o) spent on personnel emoluments and Kshs. 95.3 billion (+S.r%) spent on
Operations and Maintenance activities. Analysis of Operations and Maintenance expenditure indicates
that Kshs. r.o4 billion (o.S%) was spent on foreign travel, Kshs. 813.6 million (o.4o/o) on domestic
travel, Kshs. 6o5.7 million (oAo/o) on training, Kshs. S93.S million (o.go/") on hospitality, conferences,
and catering Services, and Kshs. 92.4 billion (+S.Z%) on other recurrent expenditure such as electricity
and publishing and printing services.

From the analysis, much of the recurrent expenditure was towards personnel emoluments where
Kshs.rr6.3 billion was spent in the first six months. In the same period the total expenditure toward
development activities was Kshs.7o.5 billion comparing unfavourably to the resources utilised for
salaries and wages. Recurrent expenditure should be incurred in support of development work being
undertaken which therefore raises concern over the disproportionate expenditure trend. The National
Treasury and the Parliament should gradually streamline the hiring of Officers in the National and
County Governments through policy guidelines that will keep the public wage bill at appropriate levels
suitable to the prevailing macro-economic context. Budgetary share to other items under the recurrent
category should be further interrogated so that resources are allocated to priority areas. For example,
there is need to rationalize expenditures on items such as foreign and domestic travel, printing and
advertising, training, and hospitality, conference and catering.

Further analysis of the recurrent expenditure showed that the Teachers Service Cornmission had the
highest expenditure on Personnel Emoluments at Kshs. 8z billion which was mainly attributed to
salaries for all teachers while the Ministry of Mining had the lowest at Kshs. 6 million. The Ministry
of Foreign Affairs spent the highest on foreign travel at Kshs. 461.9 million. This is becauqp the core
mandate of the ministry is to promote international relations. On the other hand, the Independent
Police Oversight Authority had the lowest expenditure on foreign travels at Kshs. o.r million. Ministry
of Interior and Coordination of National Government had the highest domestic travel expenditure at
Kshs. r57 million which can be attributed to its mandate. Conversely the Independent Police Oversight
Authority had the lowest expenditure on domestic travel at Kshs. r.3 million. The Parliamentary
Service Commission, whose role is to provide services and facilities to ensure the efficient and effective
running of Parliament, had the highest expenditure on Hospitality Services at Kshs. rzr million. The
Registrar of Political Parties had the lowest expenditure on Hospitality Services at Kshs.o.4 million.
The Presidency had the highest expenditure on Training at Kshs. r4r million while the Independent
Police Oversight had the lowest at Kshs.o.r million.

Budget lmptementation Review Report

Hatf Year 201312014
t4



0ffice of the Controtter of Budget

Comporiron of Proporlion of Acluol Recurrenl Expenditure lo Grorr
Erlimoler (Per cenl)

Env irm men I Pr cre( tlqr, wo td ond l'lo turo I ... T----]-----T-J

So<lol Prot<lim, Culture ond Re(teotion

Notimol SKUrlty

hJbli( Admlnistrorlon ond lntmoliorol Relotlcns

Governoncg Justlce, Low ond Order (GJLO$
2Ot2/13

.2Ol3i1 4Edu(olifrl

Heolth

Gensol Ermomlcr oncl Comerclol Aflolrs.

Energy, lnfrostructure ond ICT

Agrl(ullure, Rurnl ond Urbon Developnrat

0102030405060

Figure 4: Sectoral Comparison of Absorption Rates in zorgf zo14 against 2ot2f 2ot3
(Per cent)

Source: Office of the Controller of Budget andNationalTreasury

9.S.1 Agricultural, Rural and Urban Development (AR&UD) Sector

This sector comprises of two sub-sectors namely, the Ministry of Agriculture, Livestock and Fisheries

and the Ministry of Lands, Housing and Urban Development .The sector is a significant contributor to
the country's economic growth. In the 2olgl2oL4 financial year the sector was allocated Kshs.r5 billion
to cater for its recurrent expenditure, being 2.5 per cent of the total recurrent budget.

During the period July to December 2c75, the sector received exchequer issues amounting to Kshs.rr.6

billion which was 83.4 per cent of the net estimates, a significant increase from 47.8per cent received

in the same period last financial year. The Agriculture, Livestock and Fisheries sub sector received

exchequer issues amounting to Kshs. 8.9 billion representing 86.6 per cent of the net estimates, a

substantial increase from 4g.z per cent received by the end of the second quarter of financial year

2ot2f2ot3. The Lands, Housing and Urban Development sub sector received exchequer issues

representin g 74.o per cent of the net estimates, a remarkable increase from 43.5 per cent received in
the same period last financial year 2o72f 2073.

In the period under review, the Agriculture and Rural Development sector spent Kshs. 6.o billion
representing an absorption rate of 39.8 per cent, an improvement from the 3z.z per cent absorption

rate recorded in the same period in the financial year 2o:r2f2o13. Agriculture, Livestock and Fisheries

sub sector spent IGhs. 4.4 billion representing an absorption rate of. 4o.6 per cent up from 32 per

cent recorded in the same period last financial year. The Lands, Housing and Urban Development sub

sector had an absorption rate of 97.6 per cent having spent Kshs. r.6 billion which was an improvement

compared to 32.8 per cent recorded in the first half of financial year 2ol2f 2ot1. See table ro for the

data analysis.
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Naneofthe
Sub Sector

FY zorglzot{ Ff eou/zor3

Gross
Est.

Net
Est.

Exch.
Issues Exp.

96 of
E-xch.
to Net

Est.

%of
Exp.
to G.
Est.

Gross
Est.

Net
Est.

Exch.
Issues Exp.

%of
Exch.

to
Net
Est.

%of
Exp.
to G.
Est.

Ministry of
Land, Housing
and Urban
Development

4.t 5.6 r.6 74.o :,7.6 6.6 6.r 2.6 2.2 43.5 ll!.8

Ministry of
Agriculture,
Livestock and
Fisheries

10.9 10.3 8.q +.+ 86.6 40.6 20.9 r8.8 9.2 6.7 49.2 ,).) (\

Total 15.o 13.9 u.6 6.o 8s.c 39.8 27.5 24.8 11.9 8.8 47.8 32.2

Table ro: Analysis of Recurrent lixpenditure and Net Exchequer Issues for Agricultural,
Rural and Urban Development Sector (ICshs. Billions)

Source: NationalTreasury & MDAs

8.S.2 Education Sector

This sector comprises of two subsectors namely the Ministry of Education, Science and Technology
and the Teachers Service Commission. Kenya's Vision 2o3o identifies education as a critical element
in the creation of a globally competitive and adaptive human resource base. Furthermore, education is

recognized by the Constitution of Kenya as a key economic and social right. It is against this backdrop
that the sector aims to provide and promote quality" education, training and research in order to
empower individuals to become competent and resourceful citizens. The sector was allocated Kshs.

245.8 billion in the FY zorglzor4 to cater for its recurrent activities representing 40.B per cent of the
total recurrent budget.

In the first half of FY 2otyf 2ot4, the sector received exchequer issues amounting to Kshs. 123.0

billion which was S4.4 per cent of the net estimates, a marginal increase from the Sg.9 per cent of
the net estimates received over the same period of FYzor2l2otg. The Ministry of Education, Science
and Technology received Kshs. 3S.S billion as exchequer issues representing 4S.g per cent of the net
estimates, a 4.4 percentage point increase from the 4r.5 per cent of net estimates received over the
same period last financial year. The Teachers Service Commission received exchequer issues totalling
to Kshs. 87.5 billion, which was 58.9 per cent of the net estimates and an improvement of 3.r percentage
points over the same period last financial year.

The total expenditure for the sector during the period July to December 2013 was Kshs. rr7.4 billion.
This amount represents 47.8 per cent of the sector's gross estimates which declined from the 5o.o
per cent recorded in a similar period last financial year. During the period under review, the Teachers
Service Commission had an expenditure of Kshs. 82.4 billion, representing SS.4 per cent of the gross

estimates, a marginal decline from 56.4 per cent absorption rate recorded in similar period last financial
year. The Ministry of Education, Science and Technology spent Kshs. 35.o billion, thereby absorbing

36.o per cent of the gross estimates, a 5.S per cent decline from 41.S per cent recorded over the same
period in FY 2ot2f 2ot1 as shown in table rr.
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Name of
the Sub
Sector

W zor3/zor4 f,it zotzlzotg

Gross
Est.

Net
Est.

Exch.
Issues Exp.

%of
Exch.
to N.
Est.

Y" of
Exp.
to
G.

Est.

Gross
Est.

Net
Est.

Exch.
Issues Exp.

%of
Exch.
toN.
Ect.

o/o of
Exp.
toG.
Est.

Education,
Science and
Technology 97.2 77.4 35.5 45.9 ]().o 8g.s 70.4 35.7 ')- ', 50.7 41.5

Teachers
Service
Commission

r48.6 148.5 Bz.s 3:..1 58.9 5s .+ u9.8 tL9.7 66.8 67.5 ss.8 56.4

Total 245.8 225.9 123.O t17.4 54.4 47.8 209.3 19O.r. 1()2.5 ro4.7 5:t.9 50.o

'l'able tr Anall'sis of lLer:trrrent l.)xpenditurt: and Net Iixchequer Issues for liducation
Sector (Kshs. Ilillions)

Source: National Treasury & MDAs

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

The sector consists of the Ministry of Transport and Infrastructure, Ministry of Information,
Communication and Technology, and Ministry of Energy and Petroleum. The Ministry of Transport
and Infrastructure is mandated to provide, maintain and manage quality road infrastructure in the
spirit of Kenya's Vision zo3o aspirations. The Ministry also aims to ensure that the transport system is

safe, efficient, accessible and sustainable. The mandate of the Ministry of Information, Communication
and Technology is to develop Kenya as a globally competitive and prosperous nation by creating an

enabling environment that encourages and enhances the development, expansion and use of ICT. The

Ministry of Energy and Petroleum is responsible for the provision of clean, sustainable, affordable,
reliable and secure energy sources to all Kenyans. The EI & ICT sector was allocated Kshs. 27.5 billion
to cater for its recurrent activities in the FY zotglzor4, which constituted 4.S per cent of the total
recurrent budget.

In the period July to December 2013, exchequer issues released to the sector was Kshs. 3.7 billion
which is 55.3 per cent of the net estimates, a significant improvement from the 35.7 per cent in the same

period of FYzorzl2olg. The Energy and Petroleum sub-sector received the highest exchequer issues

amounting to Kshs. r.4 billion, 66 per cent of its net estimate whereas the Information, Communication
and Technology sub-sector received the lowest exchequer issues amounting to Kshs. o.8 billion
translating to 4z.t per cent of the net estimates.

The total expenditure for the sector during the first two quarters of the FY zotglzot4 was Kshs. ro.6
billion representing 38.S per cent of the gross estimates, a significant improvement from 22.2 per cent
recorded in same period last financial year. The Energy and Petroleum sub-sector had the highest
absorption rate of 4r.5 per cent having spent Kshs. t.o billion for the first six months of FY zot1f 2014,

a marginal improvement from 4o.1 per cent absorption rate recorded the same period of FY zotzl2o13.
The ICT sub-sector had the lowest absorption rate of 35 per cent having spent Kshs. o.8 billion, thereby
maintaining the same absorption rate as that of first half of FY zotzf zor3 as shown in Table rz.

From the analysis, the Ministry of Transport and Infrastructure sub-sector generated A-in-A of Kshs.Z.S

billion hence the expenditure is higher than the exchequer issues.
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Name of
the Sub-
sector

FY zor3/zor4 F"r
zotz/zolg

Gross
Est.

Net
Est.

Exc.
Issues

Iixp.

%"F,xc.

Issues
to Net.

Est.

I,)xp.
t<r

(iross
l,lsl.

Gross
Est.

Net
Est.

Exch.
Issues

Iixp

oa

Exch.
Issues
to Net

Est.

\t/

lixyl.
ttr

(inrss
I,lst.

Min. of
Transporl
and
Infrast-
ructure.

zz.B 1.ll fl tl s8.7 32.6 4.3 r.4 .).)..) i,):l

Min. of
Info.
Comm. and
Tech.

2.4 2.4 1.o I r )l 42.r ,.) 1.1 r;li 45.4 115

Min. of
Energv and
Petroleum

2.4 2.1 1.4 66.<l 2.5 o.B 30.8

TotaI 27.5 6.8 3.7 t <1.6 55.3 :]t|.5 37.7 9.1 3.2 ti.4 35.7

I'irlrlt' t',: .\nirl-rsis ,rl-ltct'rrrrr'r-'t I'.x;lt'ntlitrrrr' :ttrtl Nt't I'.xclrt'tlut'r lssttcs lin' I'.n.'r'g.r.
Irri'r'.rstrut'lurc lrnrl lnfirrrrrirliorr ('olrtrrrrrrrit'rttiotts'l't',. ltrr,rlrrgv Sct'tor' ( lr.sits
Ililliorrs)

Source: National Treasury & MDAs

3.5.4 Environmental Protection, \Mater and Natural Resources Sector

This sector comprises of the following sub sectors: Environment, Water and Natural Resources

and Mining. The sector endeavours to provide decent, secure and habitable environment as well as

access to portable water. The sector also promotes mineral exploration and mining management, the
development of mineral development policies, and carrying out an inventory and mapping on mineral
resources. The sector was allocated Kshs. r3.z billion to cater for its recurrent activities which represent
2.2 per cent of the total recurrent budget for the financial year.

During the first half of the financial year 2otgf 2014, the Environmental Protection, Water and Natural
Resources Sector received exchequer issues amounting to Kshs. 4.2 billion representing 50.4 per cent
of the net estimates compared to 5o.3 per cent over the same period last financial year. The exchequer
issues to the Environment, Water and Natural Resources sub-sector were Kshs. 4.o billion representing

51.9 per cent of the net estimates compared to 5o.7 per cent of net estimates over the same period
last financial year. The Mining sub-sector received exchequer issues amounting to Kshs. o.z billion
representing 28.8 per cent compared to 49.6 per cent over the same period last financial year.

Total expenditure for the Environmental Protection, Water and Natural Resources sector was Kshs.

S.+ billion representing26.o per cent of the gross estimates during the first half of the financial year
2orgf 2ot4 compared to Kshs. 3.3 billion which was 32.6 per cent of gross estimates over the same
period last financial year. The Environment, Water and Natural Resources sub sector spent Kshs.

3.4 billion representing an absorption rate of 26.7 per cent during the first half of the financial year
2oLSl2or4 compared to Kshs 31.9 per cent over the same period last financial year. The Mining sub-
sector spent Kshs. o.o6 billion representing an absorption rate of 1o.5 per cent compared to 34.3 per
cent over the same period last financial year as shown in table 13.
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'l'able 13: Analysis of Recurrent Expenditure and Net Exchequer Issues for Environmental
Protection, Water and Natural Resources Sector (I(shs. Billions)

Source: Ministry of Finance & MDAs

B.S.S General Economic and Commercial and Labour Affairs (GECI-A) Sector

The General Economic and Commercial Affairs (GECI-A.) sector comprises of Industrialization and

Enterprise Development sub-sector and East African Affairs, Commerce and the Tourism sub-

sector. The sector aims at creating emploS.ment opportunities, poverty reduction, overseeing the fast

tracking of the EAC regional integration initiatives, creation of the human resource base for global

competitiveness and the promotion of equity among the Kenyan citizens. In order to achieve its
mandate in the 2ot1lzot4 financial year, the sector was allocated Kshs.7.g billion for its recurrent
activities, representing 1.3 per cent ofthe total recurrent budget for the financial year.

During the period July to December 2013, the sector received exchequer issues amounting to Kshs.

Kshs.3.3 billion which was 44.8 per cent of the net estimates, a decline from 52.8 per cent issued in the
same period last financial year. The Industrialization and Enterprise Development sub sector received
Kshs. r.3 billion as exchequer issues which was 54.1 per cent of net estimates, an improvement from

47.7 per cent recorded in the same period last financial year. The East African Affairs, Commerce and

Tourism sub-sector received exchequer issues amounting to Kshs. z.r billion representing 40.6 per

cent of the net estimates, a drop from 56.2 per cent received in the same period last financial year.

The total expenditure for the sector during the period under review was Kshs.z.6 billion, representing
an absorption rate of 32.5 per cent, a decrease from the 40.4per cent achieved in the same period last

financial year. The East Africa Affairs, Commerce and Tourism sub-sector spent Kshs.r.7 billion, an

absorption rate of 32.o per cent, a decline from 42.8 per cent registered in the first two quarters of
financial year 2oL2f 2013. The Industrialization and Enterprise Development sub sector spent Kshs.o.9

billion to achieve an absorption rate of 33.5 per cent, representing a decline from 36.7 per cent for same

period last financial year. See table 14 below.

l.
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Nameof
the Sub-
Sector

FlI zorg/zor4 W zorz/zot3

Gross
Est.

Net
Est.

Exch.
Issues Exp.

%of
Erch.
toN.
Est.

%of
Exp.
to G.
Est.

Gross
Est.

Net
Est.

E)rch.
Issues Exp.

%of
Ench.
toN.
Est.

Yo of
Exp.
to G.
Est.

Ministry
of Enviro-
nment,
Water and
Natural
Resources

rz.6 4.o 11..1 5r.9 26.7 7.o 4.7 2.4 t) ) 50.7 111.9

Ministry of
Mining' o.6 o.6 o.2 ( ). ( )(') 28.8 1o.5 3.o 2.5 t.2 l.o 49.6 34.3

Total 13.2 8.2 4.2 3.4 50.4 z6.o 1().o 7.2 5.6 3.3 50.3 32.6
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Nameofthe
Sub Slec{or

FY zorslzor4 Ff eon/eor3

Gross
Est.

Net
Est.

Exch.
Issues

Exp.

%of
E:rch.
to N.
Est.

o/o of
Exp.
to G.
Est.

Gross
Est.

Net
Est.

Exch.
fssues

Exp.

%of
E:rch.
to N.
Est.

o/o of
Exp.
to G.
Est.

Ministry of
Industrial-
ization and
Enterprise
Development

2.8 oq 1.3 o.9 54.1 :l:t.5 3.4 DU r.5 t.2 47.7 36.7

Ministry of
East Africa
Affairs, Com-
merce and
Tourism

5.2 5.r 2.1 1.7 40.6 32.o 4.9 +.6 2.6 2.1 56.2 42.8

Total 7.9 7.5 3.3 2.6 ++.8 32.5 8.s 2.8 4.1 3.3 52.8 40.4

Table r4: Analysis of Recurrent Expenditure and Net Exchequer Issues for General
Economic Commercial and Labour Affairs Sector (Kshs. Billions)

Source: Ministry of Finance & MDAs

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

The Governance, Justice, Law and Order Sector (GJLOS) is made up of the following fourteen sub-

sectors: Ministry of Interior and Coordination of National Government, Office of the Attorney General

and Department of Justice, the Judiciary, Judicial Service Commission, Ethics and Anti-Corruption
Commission, Kenya National Commission for Human Rights , Registrar of Political Parties, Witness

Protection Agency, National Police Service Commission, Independent Electoral and Boundaries

Commission, National Gender and Equality Commission, Commission for the Implementation of the
Constitution (CIC) and the Independent Police Oversight Authority.

The aim is to create a favourable environment that fosters socio-political development of the country
and prevention of corruption and economic crimes. The GJLOS sector also aims at facilitating the
implementation of the Constitution and to improve access to judicial and legal services for all Kenyans.

The sector further enhances the national security and social-economic development by maintaining
an all-inclusive population database, proper migration management and timely registration and
issuance of secure identification. The GJLOS sector was allocated Kshs. rrr.3 billion during the
FY zotglzol4 to meet its recurrent expenditure, representing r8.z per cent of the total recurrent
budget.

During the second quarter of the FY zotglzol4, the sector received exchequer issues amounting to
Kshs. 55.3 billion. This amount represents 49.g per cent of the total net estimates, a marginal decline
from 5o.9 per cent received over the same period last financial year. The Independent Electoral and
Boundary Commission subsector received exchequer issues of Kshs. z.z billion, which was 70.t per
cent of the net estimates, the highest proportion within the sector, but a 9.5 per cent decline from

79.6 per cent recorded over the same period of hYzotzl2o13. On the other hand, the Judicial Service

Commission sub-sector received exchequer issues amounting to Kshs. o.r billion which represents 29.5
per cent of exchequer issues to net estimates and the lowest in the sector.

The cumulative expenditure for the GJLOS sector during the first half of the FYzor3lzor4 totalled
to Kshs. 3r.8 billion, an absorption rate of 28.5 per cent, a 5.5 per cent decline from 33.9 per cent
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recorded over the same period of FY zotzf zotg. Further analysis of the sub-sectors shows that the
Kenya National Commission of Human Rights spent o.ro billion and recorded the highest absorption
rate of 62.4 per cent for the period under review. The office of the Director of Public Prosecution sub-
sector had the lowest absorption rate at zz.8 per cent, a marginal increase from zz.o per cent recorded
the same period last financial year. See table 15 below.

Table 15: Analysis of Recurrent Expenditure and Net Exchequer Issues for GJf,OS Sector
(Kshs. Billions)

Eudget lmpLementation Review Report

Half Year 2013/2014

Name of the
Sub- Sector

FY zorg/zor4 FYzorz/zog

Gross
Est.

Net
Est.

Exch.
Issues

Exp.

%of
Exch.
toN.
Est.

%o of
Exp.
to G.
Est.

Gross
Est.

Net
Est.

E:rch.
Issues

Exp.

9S of
Exch.
toN.
Est.

o/o of
Errp.
to G.
Est.

Ministry of
Interior and
Coordination
of National
Government

89.6 89.2 44.42 211.51 49.8 26.3 8o.9 8o.o 37.9 35.1 47.3 43.5

Office ofthe
Attorney
General and
Department of
Justice

2.1 2.O ().99 o.91 49.o 42.4 r.6 t.6 o.8 o.7 49.o 4s.8

The Judiciary
1r.9 11.9 5.65 4.49 47.6 37.8 t2.r t2.l 4.5 2.O 36.7 ].6.4

E.A.C.C 1.O 1.O o.53 o.45 5r.3 1:1.1 r.6 r.6 o.7 o.6 44.9 38.4

Directorate
of Public Pros-
ecutions

1.4 r.4 o.46 ( ).il 32.8 zz.8 o.9 o.9 o.2 o.2 25.8 22.(',

C.I.C o.3 0.3 o.22 o.15 67.2 46.1 o.5 o.5 o.3 53.1

Registrar
of Political
Parties

o.3 o.3 o.16 o.13 48.5 38.s o.4 o.4 o.2 43.4

Witness
Protection
Authority

o.2 o.2 o.()9 o.Io 46.4 49.2 o.2 o.2 o.1 29.7

K.N.C.H.R o.2 o.2 o.15 o.10 62.9 62.4 o.3 o.3 o.1 55.7

I. E. B.C 3.r 3.1 2.r9 1.50 7(J.r 47.7 L7.6 17.5 14.o o.8 79.6 +.6

J.S.C o.5 o.5 o.r4 o.12 29.5 24-5

National
police Service
Commission

o.2 o.2 o.1() o.o7 44.8 ll2 6 o.3 o.3 o.1 34.7

National
Gender and
Equality Com-
mission

o.2 o.2 o.11 ().12 s4.6 59.5 o.2 o.2 o.l o.1 59.o 35.2

Independent
Police Over-
sight Author-
itv

o.2 o.2 o.o8 o.o8 52.o 52.7

Total 111.3 uo.8 55.27 32.r 49.9 28.8 u6.5 115.7 58.9 39.6 50.9 33.9

Source: NationalTreasury & MDAs
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9.5.7 The Health Sector

The Ministry of Health is the only sub-sector in the sector. The overall goal of this sector is to ensure

that there is provision of equitable and affordable health care to the citizenry at the highest affordable

standards. The Ministry of Health is mandated to promote and participate in the provision of integrated

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

and accountable to Kenyans. There are two programmes that have been given priority in the zot3lzot4
Budget. The first one is curative health programme whose objective is to improve the health status of the

individual, family and community by ensuring affordable health care services. The second programme

is preventive and rehabilitative health care services whose objective is to increase access to quality and

effective rehabilitative and preventive health care services in the country.

The sector was allocated Kshs. zo.3 billion to fund its recurrent expenditure for the financial year

zotglzot4representing 3.3 per cent of the total recurrent expenditure and was a decline compared to

Kshs. 54.6 billion that was allocated to the sector during the Financial Year zorzf zorg. The budgetary

allocationtothe sectorwas reduced after some ofthefunctions ofthe Ministryof Healthwere transferred

to the County governments in accordance with schedule four of the Constitution.

The total exchequer issues for the sector in the period July to December 2013 amounted to Kshs. 16.5

billion representing 1oo per cent of the net estimates compared +g.g per cent that had been issued to

the sector in the same period last financial year. The high exchequer issue to the sector was attributed

to payment of personnel emoluments for officers whose functions were devolved to the counties but
could not be paid by the counties as payroll data had not been made available to the counties. The

County governments are required to reimburse to the National Government ministries the funds that
were paid on their behalf.

The expenditure for the sector in the period under review amounted to Kshs. 2.6 billion representing

37.3 per cent of the gross estimates compared to an absorption rate of 4o.7 per cent last financial year.

This expenditure excludes money spent by the sector on payment of staff working under the county

governments as this was not part of the Ministry's budget. The total amount due from the counties by

December 2013 was Kshs.r.5.3 billion. See table 16 below.

Table 16: Analysis of Recurrent Expenditure and Net Exchequer Issues for Health Sector
(Kshs. Billions)

Name
of the

sub-see-
tor

W zotg/zor4 Ffzotz/zor.g

Gross
Estim.

Net
Estim.

Exc.
Issues

Exp

% Exc.
Issues
to Net
Est.

%E;ttp.
To

Gross
Est.

Gross
E6ti-
ma.

Net
Esti-
mate

Er-
che-
quGr
Is-

sues

Exp.

%
E)Kch.
ToNet

Est.

%
Exp.
to

Gross
Est.

Health 20.3 16.5 16.5 7.6 1C)C).o .) / ..) s4.6 50.7 25.3 .2-2 49.9 4().7

TotaI 20.3 16.5 16.5 2.6 100.o 37.3 s4.6 50.7 25.3 c9, 49.9 40.7

Source: NationalTreasury & MDAs

8.S.8 The Public Administration and International Relations Sector

The Public Administration and International Relations Sector (PAIR) plays a key role is the national
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policy formulation and implementation, monitoring and evaluation of public financed projects. To
meet its recurrent activities, the sector was allocated Kshs. 23.9 billion for the financial year zorgf zor4
representingt2.r per cent of the recurrent budget.

The total Exchequer issued to the sector in the first half of financial year zoL3l2ot4 was Kshs. 35.6
billion representing 49.r per cent of the net estimates, a slight improvement compared to 46.S per cent
received over the zoef zorg financial year. The Presidency recorded the highest ratio of exchequer
issues to net estimate at 65.7 per cent, an improvement compared to 57 per cent recorded for the first
two quarters of zotzfzo13 financial year. The Controller of Budget sub-sector received the lowest ratio
of exchequer issues to net estimates at 29.8 per cent, which is a substantial increase from the rz.9 per
cent received in the same period in the financial year zotzf2o13.

In the first half the FYzor3 f zor4, the sector's total expenditure was Kshs. z8 billion which represents
an absorption rate of g7.g per cent, an improvement from 24.8 per cent achieved in the same period
last financial year. The Presidency had the highest absorption rate within the sector at 56.9 per cent
having spent Kshs. r.8 billion on its recurrent activities. This was a significant improvement compared
to the 48.7 per cent absorption rate recorded during the same period of zorzf zor3 financial year. The
Foreign Affairs sub-sector had the least absorption rate, at2L.2 per cent of its gross estimates, a decline
from the 27.2per cent absorption achieved in the same period last financial year as shown in table 17.

Table r7: Analysis of Recurrent Expenditure and Net Exchequer Issues for Public
Administration and International Relations Sector (Kshs. Billions)
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NmcoflAc
Sr$cGGtor

FYlorgr/lor*. ..rI.i lr

Grosl
EoL

NGt
Et

Er-
chGq
Ir.

'M

Ea. xffi
'g"t:'ri *'rIr],:q,

The Presidency
3.1 3.1 2.O r .ll 6s.z s6.9 4.3 4.3 2.5 1.9 57.o 43.7

Ministry of
Devolution and
Planning

r6.3 16.1 7.5 5.6 46.5 34.-l 43.3 2r.7 rr.6 6.6 53.5 15.2

Ministry of For-
eign Affairs 9.6 8.6 4.6 2.o 53.1 21.2 9.6 8.6 4.6 2.6 53.o

The National
Treasury

24.O 23.9 9.7 8..1 40.8 )4.9 zo.6 zo.6 9.9 B.z 48.2 40.o

Parliamentary Ser-
vice Commission 16.6 16.6 9.7 tl.r 58.5 5().r 13.4 13.4 3.9 29.o 23.9

Commission on
Revenue Alloca-
tion

o.3 o.3 o.2 o.1 6o.o 43.u o.4 o.4 o.2 o.1 48.9

Public Service
Commission o.7 o.7 o.3 o.z6 4r.6 :JD.ti o.6 o.6 o.2 o.3 4r.8 42.6

Salaries and
Remuneration
Commission

o.3 o.3 o.l o.I 41.8 36.1 o.4 o.4 o.1 o.t 19.o 16.7

Auditor General 2.2 2.1 t-2 1.1 57.5 5().7 1.9 L.7 o.6 <1.6 36.6 3l.o

Controller of
Budget o.4 o.4 o.1 o.l l 29.8 26.3 o.6 o.6 o.o8 o.o3 12.9 5.o

Commission on
Administrative
Justice

o.3 o.3 o.1 o.I 51.O 5().1 o.3 o.3 o.11 o.o9 36.3 :to.7

Tdrl fir.g 7.,4 g*6 z8.o 49.1 s7.9

Source: NationalTreasury & MDAs
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9.S.9 The Social Protection, Culture and Recreation Sector

The Social Protection, Culture and Recreation sector consists of two sub-sectors, namely the Ministry
of Sports, Culture and Arts and the Ministry of Labour, Social Security and Services. The Sector's

main role is the formulation and implementation of national and cultural heritage policies, youth

empowerment, gender, children and social development, disaster management and coordination of
development activities in arid and semi-arid areas which cut across all the three pillars of the Kenya's

Vision 2o3o. The sector was allocated Kshs. ro.9 billion for its recurrent expenditure, representing r.8
per cent of the total recurrent budget.

The Social Protection, Culture and Recreation sector received exchequer issues of Kshs. 4.5 billion
representing4L.g per cent of the net estimates during the first half of the financial year zot3lzor4.
During the review period, the Sports, Culture and Arts sub-sector received the highest exchequer issues

to the net estimates at Kshs. r.6 billion which was 64.3 per cent, a significant improvement compared to

5o.S per cent of exchequer issues over the same period last financial year. The Labour, Social Security

and Services sub-sector received the least exchequer issues to net estimates at 35.3 per cent, a slight

decline compared to 57.6 per cent issued over the same period last financial year.

During the first half of the financial year zotgf 2014, the Social Protection and Recreation Sector spent

Kshs.3.5 billion representing an absorption rate of 3z.o per cent, a slight improvement compared to

z8.r per cent over the same period last financial year. The Sports, Culture and Arts sub-sector had

the highest absorption rate of 5o.6 per cent, a major improvement from 30.2 per cent attained in the

same period of the previous financial year. The Labour, Social Security and Services sub-sector had the

lowest absorption rate of 26.7 per cent as shown in table 18.

Table r8: Analysis of Recurrent F)xpenditurc and Net Flxchequer Issues firr Social
Protection, Culture and Recreation Sector (Kshs. Billions)

Narne of
theSub
€ector

Flt zor.glzor4 f.lt zorz/zog

Grocs
Est.

Net
Est.

Erch.
Issues

Exp.

%of
Exch.
to N.
Est.

"/o of
Exp. Gross
to G. Est.
Est.

Net
Est.

Exch.
Issues

Exp.

%of
Exch.
to N.
Est.

o/o of
Exp.
to G.
Est.

Ministry
of Sports,
Culture
and Arts

2.4 2.4 r.6 1.2 6+.5 5o.(r 8.o 7.9 4.o 2.1 50.5 :J().2

Ministry
of labour
Social Se-

curity and
Services

8.q 8.9 2.9 .) .l
35.3 ::6.- 7.o 6.9 2.6 r .lJ 37.9 ')5.()

Total 10.9 ro.8 4.5 3.5 4r.9 32.o 15.o r+.8 6,6 4.2 ++.6 z8.r

Source: National Treasury & MDAs

B.S.1o National Security Sector

The National Security Sector comprises of the Defence sub-sector and the National Intelligence
Services (NIS) sub-sector. The mandate of this sector is to safeguard the security of the country against

any threats emanating both from within and without the Kenyan boundaries, defend the country and
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provide support to civil power in the maintenance of peace and order. The sector was allocated Kshs.
84.7 billion for recurrent expenditure during the financial year 2otgl2c74 representing 13.9 per cent
ofthe total recurrent budget.

The exchequers issues to the National Security Sector in the first half of the financial year 2ot1f zot4
was Kshs. 4z.r billion representing 49.7 per cent of the net estimates for the sector. The Ministry of
Defence received Kshs. 33.+ billion which was 47.2 per cent of the net estimates, while the National
Intelligence Services received exchequer issues amounting to Kshs. 8.7 billion, being 62.3 per cent of
its net estimates.

During the period under review, the recurrent expenditure for the sector was Kshs. 4r.6 billion,
representing 49.r per cent of the gross estimates. The recurrent expenditure for the Ministry of
Defence was Kshs. 33.o billion representinga 46.7 per cent absorption rate, a 4.1per cent reduction
from 5o.8 per cent absorption rate recorded in the same period of the previous financial year. The
National Intelligence Service spent Kshs. 8.6 billion, representing an absorption rate of 6r.3 per cent, a
17.6 percentage point improvement from 45.7 per cent recorded in the first six months of.Vtzotz/zor3
period as shown in Table 19.

Table r9: Analysis of Recurrent Expenditure and Net Exchequer Issues for National
Security Sector (Kshs. Billions)

Source: Ministry of Finance & MDAs

3.6 Development Expenditure Analysis try Sector

The Public Finance Management Act, 2ot2 tS (za) mandates the National Treasury to ensure that
over the Medium Term Expenditure Framework (MTEF), a minimum of thirty (3o) per cent of the
national and county governments budgets is allocated to development expenditures. The zotg/zot4
FY BPS budget highlights some policies geared towards achieving economic development in order
to expand the level of employrnent and reduce poverty. These include investing in infrastructure i.e.
roads, energy, rail and ports to expand Kenyan links with regional partners, ensuring food security
by investing in modernising the agricultural sector and endeavouring to improve security for all the
Kenyans. In the FY zor3/zor4, the National Government set aside Kshs. 446.2 billion for development
expenditure, representing 3r.o per cent of the total budget estimates for the National Government.
This was a decline from the previous financial year which was at Jt.Lo/o of the total budget.

In the first half year of FY zorglzor4, the total exchequer issues towards development expenditure
was Kshs.gS.g billion representingBT.2 per cent of the net estimates, a decline from 38.8 per cent
realized the same period the previous financial year. A total Kshs.7o.S billion was spent on development
activities representing 15.8 per cent of the total gross estimates, a decline from kshs.9r.8 billion spent
the same period last financial year, representing2o.2 per cent of the total gross estimates. This low
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Name
of the
Sub

Sector

Fllzorglzor4 ffeorz/zor3

Gross
Est.

Net
Est.

Exch.
Issues Exp.

%of
Exch.
to N.
Est.

"/o OI
Exp.
to
G.

Ect

Gross
Est.

Net
Est.

Exch.
Is-

aues
Exp.

96of
Exch.
to N.
Est.

"/" of
Exp.
to G.
Est.

Defence 70.7 70.7 33.4 33.o 47.2 46.7 70.3 70.3 36.8 .1i). ./ 52.4 5o.8
N.I.S r4.o 14.o 8.2 8.6 6z.s 6t.:l 13.4 13.4 6.7 5.9 49.8 4:1.7

Total aq.z 8+.1 42.1 4r.6 49.7 49.1 8s.z 8s.z 43.5 41.5 52.O 49.6
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absorption of development funds is attributed to the lengthy procurement procedures and delays in the

release of donor funds by the development partners as shown in figure 5.

of Gross Estimates and Actual (Kshs. Billions)

Source: Office of the Controller of Budget andNattonalTreasury

A.6.1 Agricultural, Rural and Urban Development (AR&UD) Sector

The Agricultural, Rural and Urban Development sector aims at raising agricultural productivity,

exploiting irrigation potential, increasing commercialization of agriculture, improving the legal and

policy framework for agriculture, improving governance of agricultural institutions, land development

as well as the promotion of sustainable management of fisheries, forestry and wildlife resources. In

order for the sector to achieve the above objectives, Kshs. g8.g billion was allocated for development

expenditure in the 2orgl2o74 financial year representing 8.6 per cent of the development budget.

In the period July to December 2013, the sector received exchequer issues amounting to Kshs.r6.4

billion representing 49.Z per cent of the net estimates, an increase from 36.3 per cent received in the

same period last financial year. The Agriculture, Livestock and Fisheries sub-sector received exchequer

issues of Kshs. 13.5 billion representing 59.8 per cent of the net estimate, an increase from 36.r per cent

received in the same period last financial year. The Land, Housing and Urban Development sub-sector

received exchequer issues amounting to Kshs. 2.9 billion, which was 27.7 per cent of the net estimates,

a decline from 37 per cent issued in the same period last financial year.

In the first half of the financial year 2ot3l2oL4, the sector registered an expenditure of Kshs 2.5 billion

representing an absorption rate of. tg.7 per cent. This is a marginal increase from 19.r per cent recorded

in the same period of financial year 2ot2f 2otg. The Agriculture, Livestock and Fisheries sub-sector

spent Kshs 6.7 billion translating to an absorption rate of 25.1 per cent, an increase from r5.z per cent

realized in the same period of last financial year. Land, Housing and Urban Development sub-sector

spent Kshs o.9 billion, an absorption rate of T.S per cent which is a sharp decline from 38.6 per cent

recorded in the same period last financial year as shown in table zo.
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'I'able zo Anah'sis <lf I)evelol)ntent llxpen<liture and Net l.ixchequer. Issues f<rr Agricultural
and Rtrral l)evelopment Sector (K.shs. Billirlns)

Source: NationalTreasury & MDAs

9.6.2 Education Sector

The Education Sector seeks to harmonize and coordinate higher education together with science and
technology geared towards knowledge lecl economic development to meet the goals and objectives of
Vision 203o. The sector aims at revolutionizing education through the introduction of technologr in the
learning process. The sector through the Ministry of Education, Science and Technology was allocated
Kshs. 3o.4 billion in the financial year 2otgf2o14 to undertake its development activities representing
4.6 per cent of the total development budget.

The sector received exchequer issues amounting to Kshs. 2.6 billion during the first half of 2oLS/2oL4
financial year to cater for development activities. This amount represents 11.1 per cent of the net
exchequer issues, a 37.7 per cent reduction from 48.8 per cent recorded over the same period of FY
zorzf zotg.

The cumulative expenditure for the sector during the period under review stood at Kshs. 2.7 billion,
which is 8.7 per cent of the gross estimates. This performance represents a significant decline fromz4.g
per cent recorded in the same period of the financial year zorzf2ol3 as shown in table zr.

'l'able zr: Analvsis of l)evclopment I'ixpendittrre antl rr..r:t lrxcheqtrer. Issues f<rr Fkltrcation
Sector (I(shs. Billions)
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Name ofthe
Sub Sector

FYzor3/zor4 FYzorz/zor3

Gross
Est.

Net
Est.

Exch.
Issues Exp.

%of
Exch.
to Net
Est.

%" of
Exp.
to G.
Est.

Gross
Est.

Net
Est.

Exch.
Issues Exp.

%of
Exch.
to Net

Est.

o/o of
Exp.
to G.
Est.

Ministry of Land,
Housing and
Urban Develop-
ment

Ministry of Agri-
culture, Livestock
and Fisheries

42 1r).4 2.9 ( ).9 .i) Lt.2 tt.2 4.L 37.o :lu 6

26.5 22.5 13.5 b.7 s9.8 t5. I 55.3 33.1 11.9 ,9.-1 36.1 15.2

Total 38.3 33.o a6.4 '.i.5 49.7 19.7 66.s 44.2 16.r 12.7 36.3 19.1

Narne of
the Sub-
Sector

FY zot3/zor4 FYzotz/zotg

Gross
Est.

Net
Est.

Exch.
fssues Exp

"A of
Exch.
to N.
Est.

Y" of
Erp.
to G.
Est.

Gross
Est.

Net
Est.

Exch.
fssues Exp.

96 of
Exch.
to N.
Est.

%" of
Exp. to
G. Est.

Min of
Education,
Science &
Technology

30.4 23.o 2.6 11.1 fJ. z 26.7 r5.2 7.4 (r. (r 48.8 2+..)

Total 30.4 23.o 2.6 11.1 A.Z 26.7 r5.2 7,4 6.6 48.8 24.9

Source: NationalTreasury & MDAs
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8.6.8 The Enerry, Infrastructure and Information Communications (EI & ICT) Sector

The (EI & ICT) Sector's aim is to expand, rehabilitate and maintain the road network; to ensure

availability of accessible, efficient, reliable and affordable ICT services in Kenya, and to provide adequate,

affordable and reliable energy supply. To achieve these objectives, the sector was allocated Kshs. r89.o

billion for development expenditure, which is 42.4 per cent of the total development budget.

In the six months period, the sector received exchequer issues totalling to Kshs. z7.l billion to cater for

development activities. This amount represents 4o.7 per cent of the net estimates and an improvement

from 34.6 per cent issued in the first six months of FY zotzf zorg. The Energy and Petroleum sub-

sector received exchequer issues amounting to Kshs. g.z billion which was the highest proportion of

exchequer issues to net estimates at 56.3 per cent. This was a 27.5 per cent improvement from 28.8

per cent recorded in the same period last financial year. The Transport and Infrastructure sub-sector

received exchequer issues amounting to Kshs. 15.8 billion, the lowest proportion of exchequer issues to

net estimates at 35.2 per cent for the period under review.

The total development expenditure for the sector was Kshs. 23.4 billion representing an absorption

rate of 12.4 per cent, a decline from the 21.9 per cent recorded in the same period last financial

year. Further analysis shows that The Transport and Infrastructure sub-sector spent Kshs. 17.z billion

thereby recording the highest absorption rate of t6.7 per cent. In contrast, the Energy and Petroleum

sub-sector spent Kshs. +.g billion recording the lowest absorption rate of 6.3 per cent a decline from

the zg.4per cent recorded in a similar period last financial year as shown in table zz.

Table zz: Analysis of Development Expenditure and Net Exchequer Issues for EI & ICT
Sector (Kshs. Billions)

Energr,
Infrastruc-
ture and

ICT

YY zot3/zor4 FY zorz/zors

Gross
Esti.

Net
Esti.

Exch.
Issues

Exp.

%
Exc.

Issues
to Net

Est.

%
Exp.
to

Gross
Est.

Gross
Esti-

mates

Net
Esti-

mates

Exch.
Issues

Exp

%
Exc.
Is-

sues
to Net
Est.

%
Exp.
To

Gross
Est.

Min. of
Transport
and Infra-
structure

ro2.4 44.9 15.8 17.2 35.2 16.7 rro.8 52.8 19.4 17.9 36.7 16.z

Min. of
Information,
Communi-
cation and
Technology

9.r 5.2 2.7 1.3 4().1 14.3 q.6 q.6 2.O 1.5 $.6 33.r

Min. of
Enerry and
Petroleum

77.4 16.4 9.2 4.9 56.3 6.3 77.5 25.8 7.4 zz.8 28.8 29.4

Total r89.o 66,s 27.r 23.4 40.7 12.4 192.9 83.r 28.8 42.2 34.6 21.9

Source: NationalTreasury & MDAs

8.6.4 The Environment Protection, Water and Natural Resources Sector

In the current financial year, the sector aims at achieving expansion of water coverage and sewerage

facilities, scaling up water storage to improve water security, accelerating irrigation to reduce

dependence on rain fed agriculture, protection, conservation and management of catchment areas,
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mitigation and adaptation measures on climate change, modernization of meteorological services
and mineral exploration. The Environmental Protection, Water and Natural Resources sector was
allocated Kshs. +3.9 billion to cater for its development activities representing 9.8 per cent of the total
development budget for the 2otgl2ot4 financial year.

During the first half of the 2oul2oL4 financial year, the Environmental Protection, Water and Natural
Resources sector received exchequer issues amounting to Kshs. 7.t billion representing2T.g per cent
of the net estimates, compared to Kshs. 5.2 billion representing 4S.S per cent over the same period last
financial year. The Environment, Water and Natural Resources sub-sector received exchequer issues

amounting to Kshs. 7.o billion, representing2T.4 per cent of the net estimates, compared to the Kshs.

3.9 billion received, representing S1.9 per cent of the net estimates over the same period last financial
year. Exchequer issues to the Mining sub-sector amounted to Kshs. o.r billion representing 20.8 per
cent of the net estimates during the period under review compared to Kshs. 5.2 billion representing

43.5 per cent which was issued to the sub-sector over the same period of last financial year.

The total expenditure for the Environmental Protection, Water and Natural Resources sector during
the period under review was Kshs. 6.o billion, representing an absorption rate of r3.6 per cent, a decline
from 28.7 per cent absorption rate recorded in the same period last financial year. The Environmental
Protection, Water and Natural Resources sub-sector spent the highest amount at Kshs. 6.o billion
representing an absorption rate of r3.8 percentcomparedto Kshs.3.4billion representing an absorption
rate of 32.3 per cent over the same period the previous financial year. The total expenditure for the
Mining sub-sector during the period under review was Kshs. 4.4 million representing an absorption
rate of o.8 per cent compared to 2o.1 per cent achieved over the same period last financial year as

shown in table 23.

l"rble 1,']: ,,\nal1,sis of l)s't.lo;rrnt'nt l,)xpt'nrlittrre :rntl Net F,xchequer Issues f<rr
Irnvironrncntal l)rotcction. \\'atcr antl Natttral Res<ltrrces Sector (K.shs. Billir:ns)

Name
of the

Sub-Sec-
tor

fYzorg/zor4 trYzorz/aorg

Gross
Esti.

Net
Esti.

Exch.
Issues

Gross
Exp.

o//o

Exch.
Issues
to Net

Est.

%
Ex?.
to G.
Est.

Gross
Esd.

Net
Esd.

Exch.
Is-

suea

Groes
Exp.

%
Exch.
Issuec
toN€t

Est"

%
E:rp.
to
G.

Est.

Ministry
of Envi-
ronmellt,
Water and
Natural
Resources

43.1 25.5 7.o 6.o 13.8 ro.6 2.6 3.9 3.4 51.9 .)-..)

Ministry of
Mining <t.6 o.6 o.1 o.o04 :r t.li o.8 4.4 4.3 1.3 o.9 28.9 2(t.l

Total 43.9 z6.t 7.1 6.o rs.6 15.O 11.9 5.2 4.9 48.5 28.7

Source: National Treasuru & MDAs

3.6.5 General Economic, Commercial and Labour Affairs (GECI-A) Sector

During the financial year 2or7l2ot4, the Sector's strategy is to create an enabling business environment
for trade and investment, deepen regional integration, and promote best labour practices, manpower
planning, development and utilization. In addition the sector also promotes tourism development and
marketing, undertakes policy, legal and institutional reforms for the development of the sub-sector as
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well as supporting entrepreneurship and industrial development. The sector was allocated Kshs. 5.o
billion for its development expenditure in the financial year 2otgl2ot4 representing 1.1 per cent of the
development budget.

As at the end of the second quarter of financial year zotgf 20:^4, the sector had received exchequer issues

amounting to Kshs. 2.3 billion representin g 48.4 per cent of the net estimates, a considerable increase

from gz.7 per cent received in the same period of the previous financial year. The Industrialization and

Enterprise Development Sub-Sector received exchequer issues of Kshs. r.7 billion representing 48.1 per

cent of the net estimates, an increase from 33.7 per cent received in the same period last financial year.

The East Africa Affairs, Commerce and Tourism Sub sector received Kshs. o.6 billion as exchequer

issues for development expenditure, representing 49.2 per cent of the net estimates, an improvement
from 3o.7 per cent received in the same period last financial year.

The expenditure for the sector during the period under review stood at Kshs.z.z billion representing an

absorption rate of 49.4 per cent, a significant increase from 33.9 per cent achieved in the same period
last financial year. Industrialization and Enterprise Development sub sector spent Kshs.r.6 billion
to achieve an absorption rate of 42.5 per cent, an improvement from 947 per cent recorded in the
same period last financial year. The East Africa Affairs, Commerce and Tourism spent Kshs.o.6 billion
representing an absorption rate of 4S.g per cent, an improvement compared to 32.6 per cent recorded

in the same period last financial year as shown in table 24.

'I'ablc z4: Analysis of l)evelopment Iirpencliturc anrl Net l')xchequer Isstres lirr GIICL;\

Sector ( ICshs. Billions )

Soutce: NationalTreasury & MDAs

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

The Sector's goal is to coordinate and facilitate the realization of democratic governance in a secure

environment through protection and enjoyment of fundamental rights and freedoms, creation of
constitutional order, promotion of ethics and integrity and nurturing a cohesive society and to provide
quality and efficient legal services to the government and the public. The sector was allocated Kshs.

r4.4 billion for its development in the financial year zot7f 2014 representing 3.2 per cent of the total
development budget.

During the first half of the of financial year 2ot1 f 2ot4, the sector received exchequer issues amounting
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Nameofthe
Sub.Sector

fYzorg/zot4 Fl{ zotz/zotg

Gross
Est.

Net
Est.

Exch.
Issues Exp.

%of
Exch.
toN.
Est.

o/o of
Exp.
to G.
Est.

Gross
Est.

Net
Est.

Exch.
Issues

Exp

%of
Exch.
to N.
Est.

o/o of
Exp.
to G.
Est.

Ministry of
Industrialization
and Enterprise
Development

.)./ 5.6 r.7 l.(r 48.1 ,'' :'1-.. 
'

5.6 3.5 7.2 1.2 33.7 l.l.:

Ministry of East
Africa Affairs,
Commerce and
Tourism

1.3 1.2 o.6 o.6 49.2 +5.9 r.8 1.7 o.5 o.() 30.7 lJ'.rr

Total 5.o 4.7 2.3 44.4 43.4 5.4 5.2 L.7 r.8 32.7 33.9
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to Kshs. 3.S billion which represents 25.4 pq cent of the net estimates, a 2.8 percentage point decline
from z8.z per cent recorded over the same period of FY zotzf zorg. The Office of the Attorney General
and Department of Justice received the highest exchequer issues at 94.6 per cent of the net estimates.
The Directorate of Public Prosecution Subsector received exchequer issues amounting to o.o1 billion
which was 8.8 per cent of the exchequer issues to net estimates and the lowest in the sector. The Ethics
and Anti-Corruption Commission subsector did not receive any exchequer issue in the period under
review.

The total expenditure for the sector in the first quarter of financial year zorgf zot4 was Kshs. r.z3
billion. This amount represents an absorption rate of 8.5 per cent which is a r5.9 percentage point
decline from 24.4 per cent recorded over the second quarter of FYzotzl2olg. The Office of the Attorney
General and Department of Justice had the highest absorption rate of g7 per cent, an increase from
16.3 per cent compared to the same period last financial year. The Directorate of Public Prosecution
sub-sector had the lowest absorption rate at 1.3 per cent, and from the expenditure returns, Ethics and
Anti-Corruption Comrnission sub-sector did not spend any amount on development as can be seen in
table 25.

'I'able z5: Analysis of Deveklpment l.)xpenditure and Net F,xchequer lssues for GJLOS
Sector (I(shs. Billions)

Narne of the Sub
Sector

FYzor3-zor4 Ff eo12-eor3

Gross
Est.

Net
Est.

Exch.
Issues

E:rp

%
Exch.

To
Net.
Est.

urc
Exp.
to G.
Est.

Gross
Est.

Net
Est.

Exch.
Issueg

Exp.

%
B<ch.

To
Net
EsL

%
Ilrqr
toG.
Est.

NIinistry of Interior
and Coordination
of National Govern-
nrent

Office of the
Attonrey Gencral
and Depafturent of
.lrrstice
'l'he Judiciary

[,]thics ancl Anti-Cor'-
ruption Comurissiorr

7.7 7.5 2.3r (:.51 3C).8 6.6 12.7 u.8 3.9 :l t)3 32.8 z l'1. ir

o.6 o.2 o.24 o.22 94.6 ll'. r I o.2

o.3

o.o

(, (,{

rr.8

it).1

6.o 5.7 (t.92 o50 r6.r 3..1 2.9 2.9 o.!5 ti t:

o.1 o.1 o.2 o.2 o.( )l o.o

Directorate of Ptrblic
Prosecutions

o.l ( ).1 o.o1 o.i ): 8.8 1.1 o.I o.1 o.o () (,(, 18.B

14.4 13.7 3.48 123 25.4 8.5 16.r 15.2 4.3 3,92 z8.z 1. ..1Total

Source: Ncrtiono/ Treasurpl & MDAs

8.6.7 The Health Sector

'Ihe sector's goal is to provide equitable and affordable health care to Kenyans. For the current financial
year, the sector aims at reducing mortality rates, improving health infrastructure, recruiting qualified
health personnel and providing medicine and medical supplies to the health facilities. This Sector
has only one Health sub-sector. The sector was allocated Kshs. r5.9 billion to fund its development
activities for financial year 2ot3f 2or4 representing 3.6 per cent of the total development budget.
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The total exchequer issues released for development activities to the Health Sector in the first half of
financial year 2oLSl2o14 amounted to Kshs. 8.o billion representing6s.zper cent of the net estimates,

compared to 5z per cent released during the same period last financial year.

Total development expenditure for the sector during the period under review was Kshs. 7.3 billion
representing an absorption rate of.46.o per cent, compared to an absorption rate of. t4.4 per cent in the

same period last financial year. This was a significant increase in the absorption of development funds

for the sector. Table z6 provides the data analysis.

Table z6: Analysis of Development Expenditure and Net Exchequer Issues for the Health
Sector (Kshs. Billions)

F[eorrlftorS- ',

iliil':iir' r:

i.ii'..lrq .' :
:!:liqr: I

ffii,,
E.1E .

%of
.Sxp.',:to'0;,
lllet

';' i., .: '

:,i*.r#,.
ftfffif,;,
, r.s[".r

Health 15.9 12.3 8.o /.J 6s.z 46.o 32.4 r8.o 4.5 4.7 25.L r4.4

i4rnt, d6o ;"-$dr r&o 4,7 ff'l
Source: National Treasury & MDAs

8.6.8 The Public Administration and International Relations Sector

This sector is tasked with the overseeing the implementation of the new Constitution, provide leadership

and policy direction in the governance of the country, and coordinate and supervise government

affairs. Other roles include promotion of sound public financial and economic management for
socioeconomic development, articulation and implementation of Kenya's foreign policy for national

development. Nevertheless all this cannot be achieved unless there is macro-economic stability and

proper mainstreaming of the national policy on planning and budgetary process. Finally the sector also

carries out monitoring and evaluation of projects, promotes efficient and effective human resource

management as well as promoting public service integrity. The sector was allocated 99.6 billion to
fund its development expenditure for financial year zotgf 2014 representing 22.3 per cent of the total
development budget.

The total exchequer issues to the sector was Kshs. z6.S billion representing 37.9 per cent of its net

estimates, a significant decline compared to the 48.7 per cent recorded over the same period of FY

zotzfzotg. The Presidency sub-sector received the highest proportion of exchequer issues to net

estimates at 63.8 per cent a significant increase from 24.7 per cent recorded the same period last

financial year. The Foreign Affairs sub-sector had the lowest of exchequer issues to net estimates at 9.3
per cent. From the returns, the Auditor General did not spend any funds on development for the period

under review.

As can be seen in Table 26, the total expenditure for the sector was Kshs. r9 billion which is an absorption
rate of 19.1 per cent. The presidency sub-sector recorded the highest absorption rate of 64.4 per cent,

an improved performance compared to 11.4 per cent achieved in the first half of zotzf zor3 financial
year.
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Table z7: Analysis of Development Expenditure and Net Exchequer Issues for Public
Administration and International Relations Sector (Kshs. Billions)

Source: NationalTreasury & MDAs

5.6.9 The Social Protection, Culture and Recreation Sector

This sector is mandated to carry out the following activities during the current financial year, including
disaster mitigation; increasing coverage of cash transfers for the vulnerable groups in the country,
developing the cultural and heritage infrastructure, rehabilitating and equipping the Youth Polytechnics
and empowerment centres. The sector was allocated Kshs. 9.6 billion in the FY zotg/2o14 for
development expenditure to accomplish these activities representing z.z per cent of the development
budget.

During the first half of the FY zotglzor4, the Social Protection, Culture and Recreation sector received
exchequer issues of Kshs.z.5 billion representingzT.g per cent of its net estimates, a decline compared

36.5 per cent issued in the same period last financial year. The Sports, Culture and Arts sub-sector
received the highest exchequer issues to net estimates, at 68.6 per cent which was a major improvement
from 36.9 per cent issued in the same period last financial year. The Labour, Social Security and Services
sub-sector received the lowest exchequer issues to net estimates at 23.5 per cent which was a decline
from 36.r per cent recorded over the same period last financial year.

The Social Protection, Culture and Recreation sector spent Kshs. r.3 billion during the review period
representing an absorption rate of r3.9 per cent a marginal decline from r4.z per cent recorded over
the same period last financial year. The Sports, Culture and Arts sub-sector had the highest absorption
rate of 64.4 per cent. This was a significant increase from 12.1 per cent achieved in the same period
last financial year. The Labour, Social Security and Services sub-sector had the lowest absorption rate
of 8.8 per cent which is a decline from t 6.3 per cent recorded in the similar period last financial year
as can be seen in table 28.
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Nameofthe
Sub€ector

f,lt zorglzor4 Ff zore/zor3

Gross
Est.

Net
Est.

Erch.
Is-

sueg
Exp.

%of
E)rch.
toN.
Est.

oA of
Exp.
to G.
Est.

Gross
Est.

Net
Est.

Exch.
Is-

SlIeS
Exp.

%of
E:rch.
toN.
Est.

96 of
Exp.
to G.
Est.

The Presidency 7.2 1.1 o.7 o.8 69.8 64.q cn r.4 o.3 o.:J 24.7 1 l.rl

Ministry of
Devolution and
Planning

6r.5 46.2 20.7 r4.2 44.9 2ll.l 42.3 .1 / ..1 23.6 u.u 6g.s zo.8

Ministry of For-
eign Affairs o.3 o.3 o.o3 o.oo1 9.3 o.4 o.9 o.9 o.2 o.2 r8.o 23.1

The National
Treasury 33.4 19.1 3.9 .1 ) 20.4 t<)./'r 39.o 29.8 ro.8 4.:) 36.3 11.1

Parliamentary
Service Com-
mission

2.4 2.4 l.o o.5 42.5 r9.8 2.9 2.9 o.3 ( ).:l 1C).2 1O.5

Public Service
Commission

o.3 o.3 o.o6 O.O:+ zr.6 155 o.1 o.1 o.o o.o 6.g 2.8

Auditor Gen-
eral

o.5 o.5 o.o o.o o.o o.o o.o o.o o.o o.()

Total 99.6 69.9 26.d 19.O 37.9 19.1 82.8 72.4 35.2 13.9 48.7 rs.8
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Table e8: Analysis of Development Expenditure and Net Enchequer Issues for the Social
Protection, Culture and Recreation Sec'tor (IGhs. Billions)

Source: National Treasury & MDAs
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4.8 r.8 o.6 s6.9 12.1o.6 o.6 68.6 6+.q 5.1

Ministry
ofSports,
Culture and
futs

o.9 o.9

5.3 4.7 L,7 o.9 36.1 16.38.r 1.9 o.8 23.5 8.8

Ministryof
labour Social
Security and
Seryices

8.8

34



4.O EMERGING ISSUES OBSERVED DURING MONITORING
OF BUDGET EXECUTICN AND RECOMMENDATIONS

In the current Budget Implementation Review Report, the Office of the Controller of Budget has
highlighted some of the key challenges impeding the budget execution process for the half year period
of the FY zotg/zor4. It further provides recommendations that once implemented will overcome the
challenges and improve budget implementation bythe MDAs.

4.\ Low Absorption of Funds

The level of absorption of funds budgeted for development programmes has been quite low for the
country to achieve the double digit economic growth envisaged by the Medium Term Plan. The report
shows that in first half of the FY zorg/zor4, the absorption rate of development funds was r5.8 per
cent of the annual development budget against a mid-year target of 5o per cent. This has been largely
attributed to among other things, the length procurement processes, delays in release of funds due to
revenue shortfalls, weak reporting mechanisms, and weak monitoring and tracking systems.

In order to improve the absorption of development funds, the resolutions agreed upon during a

meeting of all Permanent Secretaries/Accounting Officers, organized by the Executive in conjunction
with the then Ministry of Finance and the Office of the Controller of Budget in July 2012 on how to
address challenges encountered in budget implementation should be implemented in full. Some of
these resolutions include the need for MDAs to enhance synchronization of the strategic plans with
workable, realistic work plans, procurement plans, and the budget and cash flow projections. Project
preparation and design should be completed before securing the finances. There is need to review the
legal framework governing procurement and build capacity for procurement functions in the spending
units. MDAs should develop and implement credible financial management systems, establish effective
monitoring units and ensure establishment of effective project management units in addition to
building capacity in project management of the spending agencies.

4.2 Public Wage Bill

Analysis of the budget shows that expenditure on personnel emoluments recorded the highest share
of the recurrent expenditure at S4.9 per cent. This has been attributed to the bloated workforce, and
lack of a national policy on staff rationalization and salary harmonization. This implies that substantial
resources in the budget are spent to meet remuneration of the public servants. This high wage bill may
not be sustainable in the medium term. The Government must therefore come up with a wage policy to
rationalize staffing and contain the escalating wage bill.

4.1 Integrated Financial Management Information Systems

The National Treasury has prescribed the Integrated Financial Management Information System
(IFMIS) as the financial management system to be used by all government agencies according to Section
tz (r) (e) of the Public Financial Management Act, 2oL2. While most MDAs have implemented the
system for their financial transactions, a number of Agencies are yet to implement the System. In order
to guarantee transparent financial management and standard financial reporting as contemplated by

Budget lmptementation Review Report

Hatf Year 2013/2014 35



Office of the Controtter of Budget

Article zz6 of the Constitution, the National Treasury should ensure that all MDAs use the prescribed

Financial Management Information System and address the challenge of the capacity of the users at all

levels. This will facilitate proper monitoring and efficient management of public resources.

4.4 Delays in Reimbursement of Funds Advanced to Counties by MDAs

In the period July to December, 2013, the National Government paid payroll costs for all staff

performing devolved functions with the County Governments expected to reimburse the funds to the

respective MDAS. Out of the total of Kshs. z3.o billion invoiced to the Counties, only Kshs.3.7 billion

had been refunded to the National Government by the end of the second quarter of FY zot3/zor4. This

implies that a total of Kshs.r9.3 billion is still outstanding for the period July to December, zor3. The

slow pace of refunding these payroll costs is adversely affecting the implementation of crucial activities

by the affected ministries. The office of the Controller of Budget recommends for a meeting between

all stakeholders and the Counties to chart the way forward to ensure that the MDAS planned activities

are notjeopardised.

4.5 Incomplete Reporting bY MDAs

The analysis of the data obtained from MDAs shows that some of them do not disclose the amount

received as A-in-A. This means therefore that their expenditures are higher than the exchequer issues.

There is need for all spending entities to report all A-In-A collected in the reporting period and post the

transactions on a real time basis in the IFMIS system. This will ensure financial reports are accurate

and reflect the true financial position of the government entities.
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5.o CoNCLUSTON

The office of the Controller of Budget prepared the National Budget Implementation Review Report
in fulfilment of the Constitutional mandate that requires the Office to report to the two Houses of
Parliament on the status of budget implementation of both the National and County governments.
This report provides the status of budget execution for the first half of the Ft zotglzol4. The report
underlines the emerging issues and challenges encountered in the execution of budget during the
period under review and makes suggestion on how to address them. One of the key issues that were
observed during the period is progressing trend of low absorption of development funds by the MDAs.
This trend is perturbing and should be addressed with decisively. The escalating wage bill is also of
concern given that it's likely to strain resources set aside for development expenditure.

The effect of the transition to the devolved system of government has affected budget execution in
the national government. The transfer of devolved functions from National to County governments
as provided for in the Fourth Schedule of the Constitution has had its shortcomings. The National
Government undertook to pay salaries of the staff performing the devolved functions because the
counties had not established their own payroll systems. This was a short term intervention to allow the
county Sovernments to establish its own systems and manage their payroll systems. However, monies
paid to counties are yet to be reimbursed to the national government. The delay in reimbursement of
the funds has constrained the execution of budget for national government ministries.

During the reporting period, the office established that a number of agencies were operating outside the
IFMIS system. This is likelyto compromise the information generated for monitoring budget execution.
AII spending entities should post their expenditure transactions in the IFMIS for effective reporting. The
National Treasury should therefore enforce the use the prescribed Financial Management Information
System by all MDAs and address the challenge of the capacity of the users at all levels.
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