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FOREWORD

The Office of the Controller of Budget (OCoB) is established under Article 228 of the Constitution of Kenya to
oversee budget implementation for both the National and county governments by approving the withdrawal
of funds and reporting to each House of Parliament every four months. Specifically, Article 228(6) of the
Constitution of Kenya and the Controller of Budget Act, 2016, require the Controller of Budget (CoB) to
submit to each House of Parliament a report on the implementation of the budget by National and county
governments every four months,

I am pleased to present the National Government Budget Implementation Review Report (BIRR) for the
first three months in the Financial Year (FY) 2021/22, covering July to September 2021, Preparation of this
—eportis-based-on the approved budget for the financial year 2021/2022; financial reports from sixty-seven

(67), Ministries, Departments and Agencies (MDAs) as submitted to the Office of the Controller Budget.
The report also relied on the report from the National Treasury on Consolidated Fund Services (CFS) and
data generated from the Integrated Financial Management [nformation System (IFMIS). The report analyses
the release of funds to the National and County Governments, receipts into the Consolidated Fund, and
actual expenditure against the budget allocations in the period. The key issues that hampered the effective
implementation of the budget in the reporting period have been identified, and appropriate recommendations
made to enhance future budget execution.

In line with the constitutional mandate, the Office of the Controller Budget will continue to promote the
prudent use of public funds, ensuring timely approval of requests for withdrawal of funds and providing
regular information on budget implementation. Further, the CoB is committed to ensuring that information
on budget performance is published and publicized regularly through the BIRRs in line with Section 39(8)
of the Public Finance Management Act, 2012.

1, therefore, urge legislators and stakeholders to continue taking interest in all budgeting stages, from formulation

to iImplementation, monitoring, and evaluation. Such interest will ensure that the government delivers on its
pledges and priorities according to the approved budget and prudently utilise available financial resources.

Finally, [ wish to thank the staff from the MDAs and my office, who made the publication of this report possible.

Dr. Margaret Nyakang'o
CONTROLLER OF BUDGET

MATIOMAL EOVERMRMENT BUCOGET IMPLEMENTATION AEVEW REPORT FOR THE FIRST GIUARTER
OF FY 2021722
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EXECUTIVE SUMMARY

This is the first quarterly National Government Budget Implementation Review Report (BIRR) for the FY
2021/22. The report has been prepared in line with Article 228 of the Constitution of Kenya and Section 9 of
the Controller of Budget Act, 2016, which requires the Controller of Budget to submit to Parliament quarterly
budget implementation reports for the National and county governments.

Under the theme: “Building Back Better: Strategy for Resilient and Sustainable Economic Recovery and Inclusive
Growth", the gross government budget for the FY 2021/22 amounts to Kshs.3.64 trillion, comprising of
Kshs.1.27 trillion for MDAs recurrent expenditure, Kshs.669.6 billion for development expenditure, Kshs.1.33
trillion for CES and Kshs.370 billion as equitable share to the 47 County Governments. The budget is to be
financed through revenue at Kshs.2,04 trillion (includes Appropriations-in-Aid), grants at Kshs.62 billion,
and a deficit of Kshs.929.7 billion to be funded by net foreign and domestic financing of Kshs.271.2 billion
and Kshs.658.5 billion respectively.

In the first three months of FY 2021/22, receipts into the Consolidated Fund amounted to Kshs.782.21 billion,
representing 23.8 per cent of the annual target of Kshs.3.19 trillion, a growth of 21.3 per cent from Kshs.602.02
billion received in a similar period of FY 2020/21. Total exchequer issues to the MDAs, CF5 and County
Governments was Kshs.675.46 billion, representing 21.2 per cent of the net estimates, compared to 17.7 per
cent (Kshs.494.67 billion) recorded in a similar period of FY 2020/21. Exchequer issues comprised Kshs.81.85
billion for development expenditure, Kshs.532.56 billion for recurrent expenditure and Kshs.61.05 billion
to the County Governments, representing 21 per cent, 19.8 per cent and 8.3 per cent of the total exchequer
issues, respectively.

The National Government’s total expenditure in the period under review was Kshs.631.52 billion, representing
19.3 per cent of the gross estimates compared to 20.3 per cent (592,89 billion) recorded in the first quarter of
FY 2020/2021. The expenditure comprised of development and recurrent expenditures of Kshs.112.13 billion
(absorption rate of 16.8 per cent) and Kshs.519.39 billion (20 per cent), respectively. Development expenditure
recorded a 34.8 per cent decline compared to Kshs.172.0 billion spent in similar period FY 2020/21. Notably,
gross development expenditure was higher than exchequer issues due to the Appropriations-in-Aid (A-I-A),
loans, grants and other revenue from development partners and donors. The Ministerial A-I-A reported in
the period under review was Kshs.45.67 billion and Kshs.22.35 billion for development and recurrent budget.

An analysis of the development expenditure shows that Capital Transfers recorded the highest expense at
Kshs.64.52 billion, representing 57.5 per cent of the gross expenditure. Capital Transfers by the MDAs may
be in the form of Subsidies, Grants or direct transfers to Semi-Autonomous Government Agencies (SAGAS),
which are meant to complement activities and mandates executed on behalf of parent ministries.

The gross recurrent expenditure of Kshs.519.32 billion comprised Kshs.277.98 billion on recurrent spending
and Kshs.241.41 billion on CFS, representing 21.8 per cent and 18.2 per cent of the gross budget, respectively.

A review of the recurrent expenditure shows that Kshs.122.78 billion was spent on Compensation to
Employees, representing 44.2 per cent of the ministerial gross recurrent expenditure, Kshs.66.49 billion spent
on Operations and Maintenance (O&M), and Kshs.88.73 billion on Current Transfers. The Teachers Service
Commission (TSC) recorded the highest expenditure on Compensation to Employees at Kshs.67.32 billion,
translating to 54.8 per cent of the total spending on Compensation to Employees by the national government.
The second-largest expenditure was on Current Transfers at Kshs.88.73 billion, representing 31.1 per cent of
the total ministerial recurrent spending,

The CoB identified key issues that hindered effective budget implementation during the reporting period.
These included delays in settlement of pending bills, failure by the National Treasury to adhere to MDA cash
plans and forecasts when disbursing funds, and non-alignment of budget allocations of the sectors o the
“Big Four Agenda.

This report contains recommendations to address the issues identified. First, all MDAs should ensure that
settlement of pending bills is prioritized on a First-In-First-Out basis in the FY 2021/22 to avoid further

MATIONAL GOVERMMENT BLUDGET IMPLEMENTATION REVIEW REPORT FOR THE FIFST QUARTER
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accumulation of debts and enhance liquidity and growth of the economy. Secondly, all sector programmes
and budget allocations should be aligned according to sector functions to realise the ‘Big Four Agenda'
Thirdly, disbursements to MDAs should be funded as per the annual cash plans and forecasts presented at
the beginning of the financial year to ensure all budgeted activities are implemented timeously.

In addition to the issues identified in quarter one, we noted that critical issues highlighted in the FY 2020/21
Annual BIRR remained unresolved. They included delays in submission of quarterly financial reports to the
Cob by some MDAs, high reliance on external borrowing to fund the budget resulting in a disproportionate
growth in public debt, frequent use of Article 223 of the Constitution to access additional fu nding immediately
after approval of the budget, and financing of recurrent budget from loans and grants. Therefore, the need to
adhere to public finance principles to ensure prudence in the use of public funds by all government institutions

——cannot-beoveremphasized.
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KEY HIGHLIGHTS — BUDGET SUMMARY

BUDGET TREND FROM FY 2017/18 TO FY 2021/22 (Kshs.Bn)
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OVERALL NATIONAL GOVERNMENT BUDGET PERFORMANCE IN
THE FIRST THREE MONTHS OF THE FY 2021/22
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TOP 10 SPENDING MDAs, RECURRENT EXPENDITURE IN THE
FIRST THREE MONTHS OF THE FY 2021/22 (Kshs.Bn)
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TREND IN MDAs DEVELOPMENT AND RECURRENT
EXPENDITURE, FY 2017/18 TO FY 2021/22
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Kshs, Billion

RECURRENT AND DEVELOPMENT EXPENDITURE BY SECTORS IN THE
FIRST THREE MONTHS OF THE FY 2021/22
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FY 2020/21 REVISED BUDGET ALLOCATION BY SECTORS
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1 INTRODUCTION

The Office of the Controller Budget is established under Article 228 of the Constitution of Kenya. Its primary
mandate is to oversee the implementation of the budgets of the National and County Governments by
authorizing withdrawals from public funds under Articles 204, 206 and 207 of the Constitution and to report
on the implementation of the budgets to each House of Parliament every four months. This report fulfils the
requirements of Article 228(6) of the Constitution of Kenya and Section 9 of the Controller of Budget Act,
2016, by presenting progress on the budget implementation by the National Government in the first three
months of the FY 2021/22.

The report is presented in eight chapters. Chapter one is the introduction. Chapter two presents funding of
the budget and approval of funds by the CoB. Chapter three presents the overall budget performance, which
includes a breakdown of budget spending identifying the core spending areas, CFS and an update on the
Pending bills for the National Government as of 30™ September 2021.

Chapter four presents the financial performance of the sixty-seven MDAs, which are grouped under ten
sectors. The chapter presents an analysis of sector performance, indicating allocations to specific MDAs
as aligned to their essential functions, exchequer issues to net estimates and actual expenditure to gross
estimates presented as a percentage of the annual estimates. Gross estimates show the overall budgetary
allocation to the MDAs, including funding from the Government, Appropriations-in- Aid (A-I-A), as well
as funding from Development partners. The net estimates comprise financing by the government through
the national exchequer only.

MDAs are classified into ten (10) Sectors according to the Classification of the Functions of the Government. The
sectors are (i) Agriculture, Rural and Urban Development (ARUD), (ii) Education, (iil) Energy. Infrastructure
and Information Communications Technology (EI & ICT), {iv) Environment Protection, Water and Natural
Resources (EWNR), (v) General Economic and Commercial Affairs (GECA), (vi) Governance, Justice, Law
and Order (GJLO), (vii) Health, (viii) National Security, (ix) Public Administration and [nternational Relations
(PAIR), (x) Social Protection, Culture and Recreation (SPCR), sector.

Chapter five presents the budget performance by programmes under which objectives of the budget are
delivered. Chapter six identifies critical issues that the CoB identified to be hampering effective budget
implementation in the first three months of the financial year. The chapter also makes recommendations to
address the issues that inhibit efficient budget implementation. Chapter seven highlights emerging topics that
the CoB has come across, which need to be managed to arrest challenges in budget implementation, Chapter
eight provides the conclusion to the report.

Annexes support the chapters. A PDF version of the report is available on the CoB website, f1ps:/icob.go.ke.
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2 ANALYSIS OF RECEIPTS AND EXCHEQUER ISSUES

2.1  Introduction

This chapter summarises the receipts into the Consolidated Fund and analyses exchequer issues in the first
three months of the FY 2021/22, Exchequer issues comprise disbursements by the National Treasury towards
development expenditure, recurrent expenditure and transfers to the for ty-seven countics.

2.2 Analysis of Revenue Estimates and Receipts into the Consolidated Fund

————This-seetion-summarises the revenue estimates and receipts into the Consolidated Fund in the first three
months of FY 2021/22. The Consolidated Fund is established under Article 206(1} of the Constitution of
Kenya and is the account into which all money raised or received by or on behalf of the national government
is paid. It excludes monies reasonably excluded by an Act of Parliament and payable into other public funds
established for a specific purpose or are retained by the State organ that received it to defray its expenses.
The section also provides the trend of receipts into the Consolidated Fund over a similar period from the
FY 2017/18 to FY 2021/22.

2.2.1 FY 2020/21 Revenue Estimates

The revenue estimates for the FY 2021/22 amount to Kshs.3.19 trillion, an increase compared to Kshs.2.83
trillion budgeted in the FY 2020/21. To finance the budget, the government, through the Mational Treasury,
budgeted to raise revenue from various sources, which include: Tax revenue (Kshs.1.71 trillion), Non-tax
revenue (Kshs.68.19 billion), Domestic borrowing (Kshs.1.01 trillion), External Loans and Grants (Kshs.379.66
billion) and other Domestic financing at Kshs.29.29 billion.

£.Z.1 Receipfs info the Consolidated Fund

In the first three months of the FY 2021/22, receipts into the Consolidated Fund were Kshs.782.21 billion,
representing 23.8 per cent of the annual target. an increase compared to Kshs.602.02 billion (21.3 per cent
of the annual target) recorded in FY 2020/21. The receipts comprised opening balances from the previous
financial year (FY 2020/21), Tax and Non-Tax Revenue, Domestic borrowing, External Loans and Grants
and Other Domestic Financing. Table 2.1 presents the statement of receipts into the Consolidated Fund in
the first three months of FY 2021/22.

Table 2.1: Statement of Receipts into the Consolidated Fund
Actual Beceipts as af 30 Seplem-
. Ferformance Against | Comtrilmtion by Cide-
Revwipts Category Revenue Estlmates (Kshs) her 2021 {Kahs) Anmusl Target (%) gory (%)

— %:“_‘"
Opening Balance 01,07.2021 - 21,280.300,708. 13 a7

“Tax Hevenue 1,707 A32,569.865.77 16,624,657 57445 244 533

Non-Tax Hevenue B, 191,603,954.11 25,392 81895382 372 12

Dramestic Barrowing LO0H 428,584, 928,72 6,541,487 03990 o4 b L)

External Loans and Granis 379,659,517.890.95 7,716.296,217.60 0 LD

Chther Doivestic Financing 19200 582 36245 4,152 285,607.55 14.2 0.5

Total Receipts 3,193,004,859,042.00 THL207, 84700145 ! 138 10
Source: Natiowal Trénsery
The tax revenue category contributed the highest propartion to total receipts at 53.3 per cent as shown in
Figure 2.1.
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Figure 2.1:  Contribution by Source info the Consclidated Fund
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Figure 2.2 shows the trend of receipts into the Consolidated Fund from FY 2017/18 to FY 2021/22.
Figure 2.2: Receipts into the consolidated fund from FY 2017/18 to FY 2021/22
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Sonrce: Matimmal Treasury

Trend analysis shows growth in receipts in the first three months of FY 2021/22 compared to a similar period
of FY 2020/21. This has been attributed to improved ordinary revenue collection and increased domestic
borrowing.
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2.3 FY 2020/21 Overall Budget

The approved gross budget for the FY 2021/22 amounted to Kshs.3.19 trillion, comprising Kshs.668.38 billion
for development expenditure, Kshs.2 60 trillion for recurrent expenditure, and Kshs.370 billion to County
Governments as shareable revenue from the national government. This is a growth compared to Kshs.3.29
trillion approved in FY 2020/21.

2.4 Exchequer |ssues to MDAs and County Governments
In the first three months of the FY 2021/22, total exchequer issues to MDAs and County governments amounted
to Kshs.675.46 billion, representing 21.2 per cent of the net estimates, an increase compared to 17.7 per cent

of exchequer issues to net estimates issued in the FY 2020/21. Table 2.2 summarises the exchequer issues in
———the-first-three-months-of FY-2021/22.—— — = —=

Table 2.2 summary of Exchequer Issues (Kshs. Billion)
01, FY 2021/22 i1, FY 202072
5 ol % uf % of
Vate Girnss Esti- - . ) % of Exch, chey-
P RelButk | Bochaquar | Buch | Excheq- || oot |t Buttmntes | B | hoierta | 2
maies Faiisda lssues to | wer Ssies (Kshs) uer lssues Met Esti- WET isspes
(K shs) {Kshs) e net Fsti- | o Lotal ;x::‘:a . {Kshs) | "= " | tototal
s [sxnes JESTETY
Mucurrent 25001185 S 13368 532,56 Y U6 138241 24196, 28 ETTT 1.3 THA
- ks 127163 005,52 255,42 112 ¥ 25T §06% 22 235 Hiw qE0
+ CFS L3732 [327 32 200 I { 314 1LOZ804 103806 Az 7] 1] 3xs
el e, THE 3523 I T ¥ &390 TEIT) 79,85 6 61
M [OAs)
Sub-Tatal 326019 | 357287 S1A1 ] 95.] 291552 248421 5845 18.9 04,7
Cumby Gerrern- 10 47 3165 61,05 M 49 6047 Yins 2627 83 53
menks
Grand Tital LEILOE | 283037 675,46 | 187 1010 3,285.50 1,763.27 AMLET I ]

Soaerce: National Tremsuey & QOO

Further analysis from table 2.2 shows that recurrent expenditure (MDASs) vote received the highest percentage
of exchequer issues to net estimates at 23.2 per cent while the County Governments received the lowest at
8.3 per cent.

Figure 2.3 illustrates the proportion of issues by vote. The highest proportion went to recurrent vote at 79.6
per cent, while the County Government's vote received the lowest at 4.9 per cent.
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Figure 2.3:  Proportion of Exchequer Issues by Vote in the first three months of the
’ Fy 2021/22
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2.5 Exchequer Issues to MDAs by Sector
MDAs are classified into ten Sectors according to the Classification of Functions of Government {COFDG)

which is designed to support fiscal analysis by breaking down government fiscal statistics for comparability
across sectors,

The ten sectors are (i) Agriculture, Rural and Urban Development (ii) Education {iii} Energy, Infrastructure
and Information Communications Technology (iv) Environment Protection, Water and Natural Resources
(v} General Economic and Commercial Affairs (vi) Governance, Justice, Law and Order (vii) Health (viii}
National Security (ix) Public Administration and International Relations and (x) Social Protection, Culture
and Recreation.

In the first three months of the FY 2021/22, exchequer issues to MDAs amounted to Kshs.338.22 billion,
representing 22.6 per cent of the net estimates, growth compared to 18.9 per cent (Kshs.302,67 billion),
recorded in the FY 2020/21. Table 2.3 summarises the sector’s exchequer issues in the first three months of
FY 2021/22.

Table 2.3:  Exchequer Issues by Sector in the first three months of the FY 2021/22
(Kshs. Billion)

1, FY 2021/22 01, FY 202021
Mame of the
Exchequer Excheguer
Sec 1 e
voe Girnss Psti- Mot Estimuates pm::‘ﬁ“ Issues as % ol Grogs Estl- et Extimutes E]:’:“ Issmes as % of Met

mates = Nt estimnates mates eslimabes
ARUD 73,54 74.14 G4l 126 &1 534 @15 17.1
Educatton 34046 12115 MTE T 505,10 444,17 9127 0.5
El & 10T 12.3% 22.53 515 125 346,43 131.91 a7 178
EFWRNE 120408 4314 15.65 170 105.22 ALY 1270 iLl
GECA 503,07 18337 43,08 215 29.53 1252 548 29.]
GILD 217.32 247 44 5481 Pl 197.79 1595414 44.80 FET|
Health AT 50782 11995 134 { LD 9156 L2AS 131
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[
1, FY 2021/22 0, FY 3020/2E
Mame of the % [
Sector o xcheguer Fxch Exchequer
Giroas Esli- bt Bt et E“::H Lasmes as % of Gross Esti- Mot Batinearss [I:II:::I' Issues as % of Met
nkles Net esiimates mnkes TR eatimates
i 162.20 12288 V1 153 W55 1747 ik 4 196
1.|.|.r|t:4'
PAIR Fr AL 452 1155 (ER AL KRR I8 K.l
SR | M54 5LLTF ME3Z 1949 154,51 148232 M4 230
Tatnl 194197 149481 33413 246 |  1.887.66 145015 s’ | 0.8
Source;  waligual Treasiry E— ) "

The education sector received the highest proportion of exchequer issues to net estimates at 28.7 per cent,
while the ARUD sector received the lowest exchequer issues at 12,6 per cent,

2.5.1 Development Exchequer Issues by Sector

[n the FY 2021/22, the gross allocation to development expenditure was Kshs.668.34 billion, representing 20.4
per cent of the gross budget to Ministerial expenditure, a growth compared to Kshs.633.31 billion allocated
in the FY 2020/21. Further analysis shows that development expenditure received 18.4 per cent of the Gross
National Budget, Table 2.4 shows sectoral development gross estimates and exchequer issues in the first three
months of the FY 2021/22

Table 2.4: Sectoral Development Estimates and Exchequer Issues (Kshs. Billion)
01, FY 2021722 01, FY 20204
Mimee of Ehe T 1 T |
Secior ! Exchequer Exchequer
Lirose eslingates Met estimabes | Exch. Issues | lssoes a3 %ol || Gross estinsabes | Net estimates | Foche lisoes lssuesas % af |
| Met entimates | Met estimates
AR [ 50,32 4622 435 2.4 [ 43,14 1672 I EEan. o 14.7
Exlucatian 15040 103642 3148 9.5 1343 20004 LIk L1
El& 11 . .11 A8 i.55 EEE 7T 182 B3 174
EFMvaNR 54,22 #1.69 LTH ik 7 5H ALDS 7.79 1.0
GECA 2138 | 17,53 241 135 159 10.82 3 iz
GILO | o | owe | m Wi | wer | 1aw 072 &7 |
P e ] | | ; I_ ! | S it
|H|3:|JII1 158,19 | 0762 21,56 | 2.1 J 4725 4350 34 67 l
f o e G T — 1 ——
| | | |
et itioe ity Ean TR P F 556 : TOR. 13 | T Al5% Ty
| ALl 523 16,69 427 58 0.1 an [
SPCR 7610 AT ES 674 179 kR 1598 .74 .4
[ Tatal BE8, 34 359,19 BLAS 21.0 63331 38703 745 6

Sowrce: Mafianal :!:r:mﬂr.ry
Total development exchequer issues in the first three months of the FY 2021/22 amounted to Kshs.81.85 billion,
representing 21,0 per cent of the net estimates. This was a growth compared to 20.6 per cent (Kshs.79.85 billion)
in a similar period of FY 2020/21. Analysis of exchequer issues towards development expenditure by sector
shows that the National Security sector received the highest proportion of exchequer issues to net estimates
at 55.6 per cent while the ARUD sector received the lowest at 9.4 per cent. Table 2.5 shows development issues
to the MDAs under each of the ten sectors.
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Table 2.5:  Analysis of Exchequer Development Issues to MDAs by Sectors in the

first three months of the FY 2021/22

- e B il R i
Agriculture, Rural and Urban Development
Miristry of Lands and Physical Planning 2143 1A ol 0
-:.Sti.w Department for Livesiodk, 563 542 037 14.2
State Department for Crop Development 31,51 . 298 1.7
State Diepartment for Fisheries, Aquacilture ond the Blue Eaonomy 10.7d 165 0.5 5.6
Matlonal Lands Commission 0.0 LM .
Sub Tatal 5135 46.25 4.35 9.4
Energy, Infrastracture and 1CT
State Department of Infrastruciure 13803 55491 i1.52 58
State Department of Tramsport L35 1M -
State Departmen for Shipping and Marime 075 009 -
State Departnent for Housing & Urban Develapment 14.05 13,00 5.25 kil
State Depariment for Public Works 113 11,96 anr B
ﬁ:r:wmnmmmflﬂhmmm Communications & Technodogy & 3130 a7l il 13
State Departmsent for Brosdeasting & Telecommunications .50 50 .2 183
State Departneent Energy iT.25 Pl 317 4.1
Ministry of Petraleum and Mining 193 77 ol 137
State Brepartmend for Youth Affairs 31 191 114 3
Suh Total 250,40 L2 a1.446 Pl
General Econamics and Commercial Alfairs
Seate Department for Conperatives .52 0,52 IR} ir
State Department for Trade 1.74 1.24 (i}
State Department for Industrialization i i 095 191
Eﬂ: Department tor Regional and Northern Carridar Development .10 0.7 (.48 303
State Department for Tourism L4 048 g 187
Suh Todal 1l 48 1.55 FAR
Health
bimistry of Health 5522 44.69 478 107
Suls Tatal 546,22 44,59 4.7H 107
Education
State Depastimsent for Vacational amd Technscal Training 4.65 .15 047 310
E{* Department far University Education 4.36 181 [ ALA
State Department for Early Learning & Basic Education 1173 1143 R 54
Teachers Service Commissian (45 065 -
Suh Total 2038 17.93 14l 135
Governance, Justice, Law and Order
Stale Depariment for Imterdor and Citizen Services 7.3 717 1.50 J66
Siate Department for Correctienal Services 0.9 0.E4 -
Stage Law Office and Department of Justice 18 AT -
IE-: Judiciary 133 120 -
Ethics & Anli-Coerruption Commissen oy oy
Oifsce af the Director of Public Prosecutions 015 0,15
Independent Electoral and Bowndaries Commision Q.13 .13 -
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| i e
Saib Tl 1100 [043 150 183
Mublic Administration and Iniernatbonal Relations
“The Exccuitive Ofice of the President 9.33 141 | am 257
Stite Department for Devadution (e 1.2 417 |
Siake Dreparinsent for Plariniing 423 42.35 . 1054 M
Mlindstry of Fondign Alfairs 1.8 150 &S 175
‘Uhe Matisnal Inessiry B34 A6 55 Wiz B4
I Btale Depachmentfor Pablic Sesvboe e T . ik o
PETTENECLAT Y il Aervices 7 207 — AT T
Pulblic Service Comniission 0z L2 -
Anditor General (% .20 &
Suk Tatal 158.19 97.62 2158 11
Natlonal Secuarily
Minustry of Defenoe 518 508 | 2,82 354
Sub Tial L] 5,08 i I I 554
Sackal Protection, Culture and Recreation
Stade Drepartment for Development foe the ASALs QK I H.40 24l 20
:iluu.- Dlepartment fop Speid 1515 .15 oy 5%
Sabe [ periment for Culiuce sisl Heritage AL ik ol H
State Depaeiment Do Labour 256 1% n.21 a1
'-':;h-' Drepartmenl fisr Social Prolection, Pensions and Senior Citisen %iid 3 i s 2
SOTITS -
State Depargment for Gensler 283 13 .16 SO0
Sulb Towal 3134 16.69 427 15.6
Environment Protection, Water and Matural Resources
Ministry of Water and Sanitativn and [rrigatian | Il 3371 592 17.0
Ministry of Envirmment ond Forestry 4.25 337 &2 244
Seate Departenent (or Wikllife Q.63 057 1100 05
ik Todal 76.10 A7.65 6.74 17.0
Lramd Total GiH, 4 IHG. 10 B1.85 R K1

Souerce: Matiponal Treasury

2.5.2 Recurrent Exchequer lssues by Sector

In the first three months of the FY 2021/22, gross recurrent expenditure estimates to MDAs was Kshs.1.27
trillion, representing 39.0 per cent of the Ministerial expenditure allocation, an increase compared to Kshs.1.25
trillion allocated in the FY 2020/21. Further analysis shows that recurrent Ministerial expenditure allocation
was 33 per cent of the gross national budget. Table 2.6 shows the sectoral recurrent estimates and exchegquer

issues in the first three months of FY 2021/22.
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Table 2.6 Sectoral Recurrent Estimates and Exchequer issues (Kshs. Billion)

QL FY 2021122 Q1, FY 2020421
Mame of the 3 Exch
Sector [ Orow | | Db [ S| GromE | N | Bt |
Met estimates et estimates
ARUD 23462 20.92 5,38 174 1947 1637 373 233
Education 9006 14.72 328 23 48117 424.110 8724 2.6
El & ICT 15.23 1605 .60 el 3,56 1349 X 74
EPWENE G487 4745 107 bk e 19.28 (Y 3
GECA 432,60 165.44 454 24.6 1695 B0 F. 30
GILO 632 1706 5290 223 186457 18422 44407 3%
Health 14958 410.21 G35 24.0 (.45 4&97 533 L3
Mational Security 157.12 117.80 1828 240 7 14552 L4532 34,14 235
PAIR 3964 5284 956 18.1 179,52 L6598 74,50 176
SPCR 2449 L4, 42 3.58 253 k1] 08 16 &M
Tatal 1,273.63 11562 256.37 232 125435 | 10832 1282 0.8
Sowrce: Natignal Treasury o QCOB

Total exchequer issues towards MDAs recurrent expenditure in the first three months of the FY 2021/22
amounted to Kshs.256.37 billion, representing 23.2 per cent of the net estimates, compared to 20.9 per cent
(Kshs.222.82 billion) recorded in a similar period, FY 2020/21.

A review of recurrent exchequer issues in the period under review shows that the GECA sector received the
highest percentage of exchequer issues to net estimates at 24.6 per cent while the ARUD sector received the
lowest proportion at 17.6 per cent. Table 2.7 shows recurrent issues to the MDAs in each of the ten sectors.

Table 2.7: Recurrent lssues to the MDAs in each of the ten sectors (Kshs. Billion)

% Excheguer
Wote {yross Estinintes Met Estimanes | Exchequer Issues Issnes b et
Estimates

Agriculiure, Rural and Urban Developrsent

Minsistry of Lands and Physical Planning 04 204 n&l ol
State Department for Livestock. 343 13l (.54 134
State Departmient for Crop Development 13,44 B0 1.98 244
State Department for Fialeries, Aquaculture and the Blue Econatny 237 2,26 0.54 I
Mational Lands Commission L4 14.2% 1.5% 112
Sul Tistal 2362 .92 514 I7.6
Energy, Infrastructure and 1CT

Sante Department of [nfrastruciure 57.07 LG5 0,28 16.7
State Department of Transpart 4 075 (07 9.2
State Department for Shipping and Maritine 104 [FE Y 14.3
Sinte Department for Housing & Urban Development 23 123 a1 168
State Depastment for Pabic Works all 13 a7 0
Eumt:iﬂp?;nmnm of linformation Communications & Technology & 159 152 033 118
State Drepartment for Rroadcasting & Telecommunications G546 383 143 7o
Ministry of Energy .64 1.58 0,38 4.1
inistry of Petrolewn amd Mining 0.57 0,74 0.13 17y
State Department for Youth Afairs Lkt 0,61 .1 [ 15.8
Sub Total 06 14.72 318 12.3
General Economics and Commurcial Affakrs
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I % Exchegquer
Ve Girass Estimates Met Estimates Exclvguer Disues Tssmes o Met
Estimates
Stale Department for Coogeralives 123 1.39 g L
Stade Drepartment for Trade 1.3 el .55 M5
':‘il-ul.ll-' Chepartmsent for Irlustrialization Ll 134 (.52 B
State Department for East African Comnonily Tl 131 (.56 342
State Depariment for Reginal aml Marthern Corrslor Develaposent 279 443 093 My
Slile Depariment fiw Toiirisng - 521 4.3 a5 nr
Sub Total 15.23 16.05 160 124
Health
TR S — GLAT i FE —likAT iy
Sub Tatal LAT | 4745 1087 129
Education
State Depariment for Vocational amd Technizal Training 1855 1395 1494 13,0
Stabe Depasinsent lor Universily Eilucatiaon ) 06 G030 17.94 .y
Stabe Departiment for Early Leaming & Basic Fcliecation 4154 9013 2058 i Y]
Stabe Department for Post Training and Skills Develepment 0.27 niy nod [
“leachers Service Camemidssion IR 1.0 (e 15 190
Sk Todal A52.61 16544 L LA
Gooveriancs, fustice, Law and Order (G]1L0O%)
State Departinent for lnleeior and Citizen Servios 13136 129,26 2R.63 | )
Slake Department for Correctivnal Sorvices JET5 -;H.E'J 5412 155
| State Lase Otfice and e pastivne ol Justice |9 1aAny L5 EE
The Jadiciary | 5.00 136 054 164
Erlics & Anti-Cormuption Commission 35 A2 45 L0940 L
Oiifice af the Direcior of Public Prosecutions il3 1.9 ma3 k22
Olfice af the Registrar of Folitical Partiis .46 049 I& E 1
Witness Pratection Agency L 1] LIS Loy
Kemyn Natiortal Commassion on Human Rights 04l L4 1.2% 146
Independent Electoral and Boundaries Cammission 1423 A6 1.3 3L
Tudicial Service Croenmission (] 14y 0,11 140
Hational Pelice Service Commission .79 | 556 145 1ha
Tkl Cenber & Equalily Commussion bl 04 028 7.5
Independent Police Ohversight Authariiy (L] 095 s A
Sub Todal 204,32 3T A6 3290 13
Fublic Administration and Intesnational Rebations
The Exeeistive Office af the Presiden may IL56G 529 150
State-Peper e for TrevatmisT 75 P Lk FE]
State Department for Planming 150 .53 0.8 253
Mimistry of Foreign A fxis 17.02 1645 412 251
"o Mational Tressury 574 50002 Wiy Ih4
State Departmen for Public Service 18.33 L44 Xz 235
Farlinmentary Service Conmiission .61 23.50 5.53 13
Malivnal Assembly 1350 559 112 19.F
Pasliamentary foint Services a0 0.54 LA 178
The Commissicn on Revenae Allncation 049 237 Q.46 195
Pubdic Service Commission 137 {62 0.1 154
Salaries & Remuneration Cominission A2 50,54 7166 159
Aisditar Ceenernl 571 069 013 184
Controdler of Budget 1,68 oAl a4 23
“The Comisskan on Administrative Jestice (it N4 M08 75 |
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% Fxcheguer
Ve Giroas Estimates Met Edimatis Exchesquer lssnes Rssinus i Mk
Esthimntes
Sub Tatal 16968 410,21 8,39 2400
Mational Security
Ministey of Defence 11467 114.67 r Pl X
Maticnal Intelligence Service 4245 il 1,55 179
Sub Total 157.12 11780 I8.28 4.0
Saocial Protection, Culture and Recreation
State Department for Development for the ASALs L.08 .06 024 23
State Department for Spocis L34 .20 027 2.9
State Departement for Cufare and Heritage 193 152 O.e 5.5
State Department for Labowr 178 L.&7 038 2.1
f::r:r?epuﬂn&m[ for Social Protection, Pensions and Senior Citizen 10,49 3043 L34 4.1
Stabe Department for Gender 1L 1576 679 43,0
Sub Tatal 39.64 5284 W56 18.1
Envirsnment Profection, Yater and MNatiral Resources
Mlindstry of Water, Sanitation and Irrigntion A 4411 096 4.0
Minisiry of Evvironmens and Posestry 1048 421 140 60
State Department for Wibdbife 761 0.90 0,22 144
Sub Totl 24.49 1412 158 25.3
Grand Toaal 1, 27563 1,105.62 15637 23,2
Ronrce: Malional Treasury ¢ OCOR

2.5.3 Excheguer Issues to the Consolidated Fund Services

The Consolidated Fund Services comprise funds allocated towards (i) Repayment of Public Debt (domestic
and foreign), and government-guaranteed loans to parastatals, (i) Pensions and Gratuities, (iii) Salaries and
Allowances to Constitutional Office holders and Miscellaneous Services, and (iv) Subscriptions to International
Organizations.

The allocation to CFS in FY 2021/22 amounted to Kshs.1.33 trillion, representing 36.5 per cent of the gross
national budget. This is an increase compared to Kshs.1.03 trillion allocated in the FY 2020/21, which is
attributed to growth in Public Debt and Pensions and Gratuities allocation. Table 2.8 shows the exchequer
issues to CFS in the first three months of FY 2021/22.

Table 2.8:  CFS Budgetary Allocation and Exchequer Issues {Kshs. Million)

01, FY 2021422 Q1, FY 2020/21

CFS Category % of Excheg-

Excheguer : Exchequer | % of Exchequer

Met estimntes : uer ko et Met estimales
Issuies i, Isuses 1o Met estimates

Public Debit 1169,165.03 IR0 04 S T0N.67 144,691 95 16.0
Pensions and Gratuities 153,639.59 36,447 54 237 119,192.48 0,437.53 17.1
Salurbes, Allowances & Miscellaneoas 4,414,94 TI.62 168 416741 655,56 157
Services
Subscriptions to International Organizatiors 050 : . 050
Todal 1,327,220.07 276,135,009 20.8 1,028,041 165, 7848 16,1

Sowrce: Natioral Tregsury and QOO
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In the first three months of the FY 2021/22, exchequer issues to CFS were Kshs.276.14 billion, representing
20.8 per cent of the net estimates, an increase compared to 16.1 per cent (Kshs.165.78 billion), recorded in
the FY 2020/21. Pensions and gratuities received the highest proportion of exchequer issues to net estimates
at 23.7 per cent, while Salaries, Allowances & Miscellaneous Services had the lowest at 16.8 per cent.
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OF FY 2021 /23




3 OVERALL BUDGET PERFORMANCE

3.1 Introduction

‘This chapter presents expenditure analysis for the FY 2021/22 for development and recurrent expenditure by
the National and County Governments. The Consolidated Fund Services (CFS) is discussed under recurrent
expenditure and provides information on Public debt, Pensions, and Gratuities, as well as Salaries and
Allowances to Constitutional Office holders and Miscellaneous services. The chapter also presents expenditure
breakdown by budget items for the development and recurrent votes.

3.2 Overall Government Budget Performance

The approved gross national budget for the FY 2021/22 was Kshs.3.64 trillion, comprised of Kshs.1.27 trillion
for MDAS' recurrent expenditures, Kshs.669.6 billion for MDAs development expenditure, Kshs.1.33 trillion
for CFS and Kshs.370 billion as equitable share to the Counties. The budget is to be financed through revenue
at Kshs.2.04 trillion (includes Appropriations-in-Aid), Grants at Kshs.62 billion and the deficit of Kshs.929.7
billion to be funded by net foreign and domestic financing at Kshs.271.2 billion and Kshs.658.5 billion
respectively. The overall national budget includes redemptions of Kshs.608.9 billion.

An analysis of the budget shows that the Equitable share to County governments received the lowest percentage
at 10.8 per cent while CFS received the highest of the total budget at 36.5 per cent.

In the computation of Equitable shareable revenue to County governments, the government used the approved
revenue for FY 2016/17 (Kshs.1,357.7 billion), representing 27.3 per cent of the total budget and therefore
complying with Article 203(2) of the Constitution, which prescribe that, “For every financial year, the equitable
share of the revenue raised nationally that is allocated to county governments shall be not less than fifteen
per cent of all revenue collected by the national government.” However, the auditing of subsequent financial
years is lagging and needs to be hastened to ensure equity in sharing resources.

The ministerial development budget represents 18 per cent of the gross budget. The percentage is below 30 per
cent, contrary to Section 15(2a) of the PFM Act, 2012, which states that ‘over the medium term a minimum
of thirty per cent of the national and county governments budget shall be allocated to the development
expenditure’. However, the total allocation to MDAs, Development budget represents 34.5 per cent while
recurrent budget received 65.5 per cent of ministerial funding of the total share. Table 3.1 presents overall
government budget performance in the first three months of FY 2021/22,

MATIONAL GOVERNMENT BUDGET IMPLEMENTATION REVIEVY REPORT FOR THE FIRST GLIARTER
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Table 3.1 Overall Government Budget Performance (Kshs. Billion)
Q1, FY 021422 01, FY 20200 EL
Cumula- | Cumu- 'ﬁ.:“:; ”‘h;_ - Cami- | %Ex- | Absarp-
Gross esti- | Nelestl- | bve Ex- lgive | © O i Giross Mt esil- . lntive | chequer | dion
VOTE J 10 Mt thisn A cleyquer
mualis males chequer | Expend|- . uelimales miles Expemdi- | &0 MNek rade
[ssues fure S Make sauses Lure eslimales %)
niles 1%l
Hecurronl LM ES 243574 5156 18k 5 Iy tH.h 2IRXAL 2 A2 TEH D i 2iEs 185 144
MDA L2763 [ MG FRAA2 Bl 232 2K 1,254 33 [e2 | 22282 Mif.05 nu 28
LRy LR 1 A2ray L M40 e g 28 0 Lezgar | fes s TR R T ) | 15
r=may - b AR ~HfE— T 1P | —ARTOETTURY —Trrr— |4 I [
Sub-totals | 3,269.23 282301 GldAl fik1.52 24 19.3 91572 | ZABLTS | 46RAS 592,59 18.9 0.3
County
Govern- IF00n )i Tna] A1 52,84 6.5 105 Raogr g 2 w7 83 BH
et
Granal
Tatal 363935 | 309301 | 67546 | 68436 212 IEH 324559 | 2,801,235 | 49467 | &30 I7.7 19.2

Sonrce: NT, OCOB, MDAz & Covnly Trersiries

Notes

The CARA 2021 allocated Kshs.370 billion to the County Governments as the equitable share.

- N T
T
|

The total funding available in the first three months of the FY 2021/22 was Kshs.675.46 billion, representing

21.1 per cent of the net estimates, compared to 17.7 per cent recorded in a similar period of FY 2020/21, The
exchequer issues comprised of Kshs.81.85 billion (21.0 per cent) for development expenditure, Kshs.532.56
billion for recurrent expenditure (21.9 per cent) and Kshs.61.05 billion to the counties (16.3 per cent). Gross
expenditure for both the National and County Governments was Kshs.684.36 billion, recording an absorption
rate of 18.8 per cent, compared to 19.2 per cent recorded in a similar period, FY 2020/21. Figure 3.1 and 3.2
shows a comparison of annual budget allocations and expenditure by sector in the first three months of FY

2021/22,

m
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Figure 3.1:  Annual Budget and Expenditure by Sector in the First three months of
FY 2020/21 (Kshs. Billion)
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Figure 3.2:  Comparison of Annual Budget and Expenditure by Sector (Kshs. Billion)
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2.2 Lonsolidated rund services budger Ferformance

Budget allocations to the CES in the FY 2021/22 amounted to Kshs.133 trillion, representing 36.6 per cent of
the gross national budget. This was an increase from Kshs.954.8 billion allocated in the FY 2020/21. Table
3.2 presents a summary of CFS implementation status in the first three months of FY 2021/22,

Table 3.2:  CF5 Budget Performance in the first three months of the FY 2021/22
(Kshs. Million)

CES Grons Hatlinabes B e Comulative Expensl- | E:pﬂdlhu'_:a-ﬁn‘ﬁimn
ke | eslimales
Public Chebst 1.E&Y, 1A5,03 23390752 206k, | ARG | 174
e S T
: ™ |
Pensions and Gratuities 153,A35.5% I6487.54 I6AB7.54 || 37 |
' e il v | 1
. I
AT T3 TaE T L2 T
s i — |
Subscripiions o Inberpational Oy | |
ganizations | s g ' |_ : ‘
Ttal 1,327, 219,56 I I76,135.08 2l 0810 | 182 |

Source: National Treasury -
Total CFS expenditure in the period under review amounted to Kshs.241.41 billion, representing 18.2 per
cent of the CFS gross estimates, compared to Kshs.159.84 billion (15.5 per cent), recorded in a similar period,
FY 202/21.
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3.3.1 Public Debt

As of 30" September 2021, the Public debt stock stood at Kshs 8.0 trillion, comprising 51 per cent due to
external lenders and 49 per cent to domestic lenders. Table 3.3 represents the public debt position as of 30
September 2021,

Table 3.3:  Overall Public Debt Position as of 30" September 2021

Category Amount {Kshs. Million) Teroentage
-W'-"T w*ﬁ'“ i TP = ;,—:?—. i ‘E.-"":HTT BTt e T B v | s T g g o vy iy ‘?t"_'_:-
- FAE R T et T2 e ! it R e =T i B g g e TR L e R [© - . S e
Filateral 1,149,211.41 Lo
Multilateral 2,483 BEZI . |
Commercial Banks 411,797 98 150
Supplicrs Credits 13,668,567 (]
Huh:Tatal External Dehe 4058, 4%6.37 |
Central Bank SOINT.61 £ |
Commercial Banks 1,919, 16618 M0
Subs-tofal: Banks 2,000,103, 78 aen
Momn-hank 1295, 11002 37
Chers (Man-residenis) M,100.15 04
Sub-Total Domestic 3.939,315.96 44
Tatal Public Debt 7,997 B33 100

Soaerce: Nattonal Treasury
Public debt recorded a 3.6 per cent growth from Kshs.7.71 trillion reported as of 30" September 2020, Figure
3.3 shows the trend in public debt stock from 30™ September 2018 to 30" September 2021.

Figure 3.3:  Trend in Public Debt for the period 30" September 2018 to 30"
September 2021
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The allocation towards servicing the public debt in the FY 2021/22 amounted to Kshs.1.17 trillion, representing
88.1 per cent of the CFS budgetary allocation, compared to Kshs.958.40 billion allocated in the FY 2020/21.
This comprised Kshs.608.90 billion for loan redemptions and Kshs.560.26 billion for interest payments.
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Redemptions comprised Kshs.262.09 billion and Kshs.346.81 billion for external and domestic debt,
respectively, while interest payments comprised Kshs.138.36 billion and Kshs.421.90 billion external and
domestic debt, respectively.

Total expenditure on Public Debt during the reporting period amounted to Kshs.204.19 billion representing
17.4 per cent of the gross estimates, compared to Kshs.138.75 billion (15.3 per cent) recorded in a similar
period, FY 2020/21. This expenditure comprised Kshs.107.25 billion towards principal redemptions and
Kshs.96.05 billion towards interest payments. External debt servicing amounted to Kshs.78.17 billion and
included Kshs.47.27 billion for principal payments and Kshs.30.02 billion for interest payments. The total
domestic debt payment was Kshs.126.02 billion, comprised Kshs.59.98 billion and Kshs.66.03 billion for
principal and interest payments, respectively.

J.. 4 Uverdralt Fdcility

The overdraft facility is a temporary source of funds to cater for short-term needs, mainly to fund deficit
in payments of domestic debt instruments such as the matured Treasury Bills. Government overdraft is
administered through the Central Bank of Kenya (CBK), and is restricted to a maximum of five per cent
of the most recently audited revenues and must be paid off by the end of the financial year as specified in
Section 15 (3) of the PEM Act, 2012.

'The overdraft limit for FY 2021/22 is Kshs.75 billion and was charged interest at 7 per cent per annum on
the amount outstanding at the end of each month. In the first three months of the reporting period, the total
charge on the overdraft facility was Kshs.317.55 million, as shown in Table 3.4.

Table 3.4 Charges on Overdraft Facility in the First Three Months of the FY
2021/22

Maonth July 2021 August 2021 September 2021 Total

Amount in Kshs. 226,127,202.45 74,242,960.60 15,173,123.45 317,545,286.50
henercer Natronal Treasiry

Figure 3.4 illustrates a graphical presentation of overdraft charges in the first three months, FY 2021/22 by CBK.
Figure 3.4:  Overdraft Charges Trend in the First Three Months of the FY 2021/22
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Sourrce: Natiomal Treasury
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3.3.3 Salaries and Allowances and Miscellaneous Services

The allocations for salaries and allowances for Constitutional Officeholders in the FY 2021/22 amounted to
Kshs.4.41 billion, a growth of Kshs 0.24. million compared to the allocation of Kshs.4.17 billion allocated in
the FY 2020/21.

The total expenditure towards this vote was Kshs.0.74 billion representing 16.7 per cent of the gross estimates,
a growth compared to Kshs.0.66 billion (15.7 per cent) recorded in a similar period, FY 2020/21. Figure 3.5
shows the trends in budgetary allocations and expenditure for Salaries, allowances and miscellaneous services
from 30" 2018 to 30" September 2021.

Figure 3.5:  Trend in Salaries, Allowances and Miscellaneous Services performance
from 30th September 2018 to 30th September 2021
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Source: Mational Treasury

3.3.4 Pensions and Gratuities

Since independence, the Government has operated a non-contributory Pension Scheme financed from the
Consolidated Fund. To reduce the pensions burden, the Public Service Superannuation Scheme was introduced
in the FY 2021/22 per as Legal Notice No.156 published in the Kenya Gazette Supplement of 12 August 2020.
The Scheme requires both the employer and employee to contribute towards pension.

The budgetary allocation for Pensions and Gratuities for the FY 2021/22 amounted to Kshs.153.64 billion,
disaggregated into Ordinary Pensions of Kshs.62.43 billion, Commuted Pensions and Gratuities of Kshs.70.14
billion, Other Peasion Schemes of Kshs.92.10 million and Public Service Superannuation Scheme at Kshs.20.83
billion. Overall, the allocation increased compared to the Kshs.111.14 billion allocated in FY 2020/21.

Total payments towards Pensions and Gratuities in the first three months of the FY 2021/22 amounted to
Kshs.36.49 billion, representing 23.7 per cent of the gross estimates, compared to Kshs.20.44 billion 14.7
per cent recorded in a similar period of FY 2020/21. Figure 3.6 shows the trend on Pensions and gratuities
performance from 30 September 2018 to 30" September 2021,
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Figure 3.6:  Trend in Pensions and Gratuities Performance for the year 30™
September 2018 to 30" September 2021
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3.4 MDAs Expenditure Analysis.
1 L

3.4.1 Infroduction

in the flrﬁt three munthb of the FY 2021/22, Dew_lupmenl: expendlture is anal}rsed I:b].r the main budgel: items,
including Capital Transfers to SAGAs, Civil Works and Construction of Residential and Non-Residential
Buildings, Refurbishment of Buildings/infrastructure, Purchase of Specialized Plant, Equipment and Machinery,
Pre-Feasibility studies, while the rest are aggregated under Other expenses.

Recurrent expenditure analysis is based on main budget items, namely Compensation to Employees,
Operations and Maintenance (O&M), and Current Transfer to SAGAs. O&M is further disaggregated into
the various budget items expenditure, including Travelling, Printing and Advertising, Rentals and Rates
for Non-Residential Buildings, Training, Hospitality, Maintenance Expenses for motor vehicles, and others
assets, among other expenses.

3.4.2 MDAs Development Expenditure Analysis
Tt the FY-20621/22pross-aHocationstowards Fimisteria-development-activities amonmred-to Kshs 66838 ——

billion, a decline compared to Kshs.705.93 billion allocated in FY 2020/21. Gross ministerial development
expenditure in the first three months of the FY 2021/22 was Kshs.112.13 billion, recording an absorption
rate of 16.8 per cent, a decline compared to 27.2 per cent (Kshs.172 billion), recorded in a similar period FY
2020/21. Table 3.5 shows the breakdown of development expenditure by MDAs in the first three months of
FY 2021/22.
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Analysis of MDAs development expenditure by budget items shows that the highest spending by category
was on Capital Transfers to SAGAs at Kshs.64.52 billion, representing 57.5 per cent of the gross development
expenditure. A summary of the Capital transfers is annexed to this report.

The second highest spending category was Refurbishment of Buildings and Infrastructure at Kshs.5.99 billion,
representing 5.3 per cent of the gross development expenditure. Other categories with significant expense
include Purchase of Specialized Plant, Equipment and Machinery at Kshs.1.5 billion, and Construction of
Non-residential building at Kshs.1.1 billion represent 1.3 per cent and 1 per cent respectively.

Further analysis shows that the State Department for Infrastructure had the highest Capital Transfers at
Kshs.20.38 billion, representing 36.1 per cent of the total capital transfers, followed by the State Department
for Planning at Kshs.10.47 billion, which represented 16.2 per cent. The State Department for Interior and
Citizen Services incurred the highest expenditure on Construction of Non-residential Buildings at Kshs.434.37
million, representing 39.6 per cent of the expenditure under this category. The State Department for Housing
and Urban Development reported the highest spending on refurbishing buildings/infrastructure at Kshs.2.7
billion, equivalent to 45.1 per cent of the total expenditure under this category.

Total aggregated development expenses comprised various budgeted line items and amounted to Kshs.38.10
billion. MDAs recording the highest expenditure under this category includes: -

» Ministry of Health-Kshs.3.34 billion paid to cater for rental of produced assets.

« The State Department for Infrastructure -Kshs.26.44 billion comprises funding to various projects
from development partners at Kshs.24.81 billion and Road Maintenance Fuel Levy and Annuity at
Kshs. 1.58 billion, respectively.

= The State Department for Housing and Urban Development - Kshs.1.71 billion being payment for
contracted technical and professional services.

« The State Department for Crop Development and Agricultural Research-Kshs. 1,32 billion compris-
ing Kshs.650 million as subsidies to private financial enterprises and Kshs.508.34 million for hire of
transport, equipment and maintenance expenses. :

»  The State Department for Youth Affairs- Kshs.266.90 million towards contracted professional servic-
es, Kshs.359.84 million towards hospitality supplies and services and training expenses at Kshs.311.73
million under the Kenya Youth Empowerment Programme,

Figure 3.7 shows the composition of MDAs development expenditure in the first three months of FY 2021/22.
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Figure 3.7:  Breakdown Summary of MDAs' Development Expenditure (Kshs. Million)
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3.4.3 MDAs Recurrent Expenditure Analysis

In the FY 2021/22, gross allocation to recurrent ministerial expenditure amounted to Kshs.1.27 trillion, a
decline compared to Kshs.1.25 trillion allocated in FY 2020/21. Total expenditure by MDAs in the period
under review was Kshs.277.98 billion, representing 21.8 per cent of the gross recurrent estimates, growth
compared to Kshs.261.05 billion (20.8 per cent), recorded in a similar period FY 2020/21.

A breakdown of the MDAs total recurrent expenditure in the first three months of FY 2021/22 is presented
in Table 3.6.

MATIOMAL GOVERMMENT BUDGET IMPLEMENTATION FEVIEW FEPORT FOR THE FIRST GUARTER
/] OF Fy 202122




OFFICE OF THE COMTROLLER OF BUDGET

S

£t

BraL

55'S

vl

£

4

o

EAE

[T T
Jo quannpedagy 2

SERLT

LTEREA

[%0EH'R

A5 I95'6

e

S0

A s u|
Fo nsnnedagg aeg

s

OIrSS e

TET9L'h

Gl RFE'D

L7501

8T

Gkl

WITT

beran

LU

oK'

[E£FE

UEjrajy po dnsury

k058

-

PR

FARLLY

8155

art

ifT

561

59

L

EZE

Tl

BI'9l

iy
Ao sikipedsg e

T LR

EFLLLR

BEGLLD

E9ES'T

FiED

LR

L5

¥ F1

T |

Q6T

Amsmany, jeooney gy,

FEIE

FITIT

6T

tIT

]

uaardugEaa SIS
i Jupapesy 5oy
g s dag) s

G5BT

5 HELTT

INIRG'S

AELARE]

£

IL'E

iIE

0]

L]

Lt |

=

ey s fuymier) fpeg
Jap jomnymdg g

FTRRE L]

EFRFHLI

AISFEEl

F i 1

BET

¥

Yueasay] par
uarEsn g LSy
a0y s redagy aeg

[ A E |

CI'ina't

{10

680

L]

S0

99'Fl

8070

(374

BDEY]

Ty e
“IHYEa] PR [Ty,
20§ o uedagy aRg

HF TR

el

THEEFF

Srog

LR

Wrog

IETL

161011

It

LTHIG

&4

LEELR

GEER

LLTRIE

SHERY
uias| jo Lnsny

FITRLS0E

FUPIW DT

EL AT

FIGE

£

TA N

HEO

BEE

9L

(R

D8 ILE

anuapag] Jo Lisnpy

ZERIE

CERIT

HIFELI

QE's

Is€

TOEE

FIVRY
au sap askdapasag
My wiaunedag) awg

HFLEE

LI

il

LI'®

El'D

L

[

Lo

4R 1]

tIil

SFL

uugin oAy
oy quanen i ol

[& e

T

s arn's

EOE]

T

££70

Bl

o

HE

ELal

FEFIO'S

BAMALIS (B 2ALI0T
0] jempedagg o

TG

LES00'TY

68 LER

SCTIE'D

L

ESERF

ol

Ln 11

S5 L5T

FLER

&9

ir'r

T LLE

I 90T

FETTE
UGy [RIR O
3y Wiavnredany ayeg

AT WL

GLOETF

5016

L

£171

9F'E

4|

areG

ISEa00E

Inapgsang
F TR0, sAnnaany M|

amgr

(VA 1¥)

saapsEs]
TiErem:y

i

EEEy
Augy =
—anadicg

B LTI T

daeidangg

 Hwuyes]

™
AP
MO -SAyEy.
PUF SpEmEy

Hisiigy

gy

puar
e

s,
uifzainy

(WR0) IONYNILNIVIN 8 SNOLILVEdO

S AOTAM
0L MOLLYS

LNIW
SLHVIId A1VLS
FRMLSINIW

(uoliw “sysy) sygw AQ asunupuadsxy Jualinday Jo umopyDalg

‘9% ||qo]

NATIONAL GOVERMMENT BUDGET IMPLEMENTATION BEVEW REPORT FOR THE FIRST QUARTER
OF FY 2021 #22



OFFCE OF THE COMNTROLLER OF BUDCGET

LR

a9

L

e

oy

ar'nl

macdupg]

asuidaajoy puT apeL
saf e dag] Ay

95

&L

RS

&IFn

g

£

gl

ST6G

FETTTa T e ]
aug puaiiyredag amg

i

a'll

aF'n

LHE

TEE

LU0 AN Ay pue
amaenlyy ‘SR
oy jusrpindacy mer

1= |

BEEE

o

ES0

440

TFil

CESET

e bl
ranymaiy pus
ususdopasag) deay
aiy paanedagy aqns

R

4

PIEHS

|

ar'l

g

E¥y

OS'ESE

Al
1o pesiipidagg 2wy

Sh'ROP

SHHOE

Tl

ML

g

i

didiaury po L

AR T

ar'och

LLE

Ho

L

51

E.ﬂ

LI

ATERHAR] PuUR NI
wy v dag] amg

RIS

oICE

grre

10181

(18]

o

__E._”_”_

GIE

sy
auy quskiniaedag] A

CL16E

2519171

bl

P

Ll

AlI'st

1o

10| FER UL
-2prL, 5 Funiseopeosy
oy uawpitdag) ag

ALSPE

AL

1

T

40

[AR1

BEP

e

[

Tiojpangaag,

L SUGITENLALILE S
o sy bay
nELedag e

o' 1E9

FT'FED

0Lk

24

[

Fmrueg] sl
e sy o AFIEIETRY

1CsEsE

(S

o

BET

El

1&'l

SLPET

g1y pum jaam
~TnEAL AT

AEECET

org

||

10

191

o

CES

Ll

ORI pus Ui
U THER 10 AT

DL RES

LGRS

FI'l

sEn

L]

a5t

oo

ESTI

a6l

SR, 0
i pesunaedagy 2

20T

16 L0T

&L

awn

LHEL]

PTETE: (YN
ey pue fumogg
Laj umeaedag] A5

o I

L B

IR

]

LTELY]

15

L

oire

LT

BT

-y pue fnddpyy
a0y waanedag) 3105

-puadsg

(y1v)

arnjipsad
A SR

o psy

[EaIE]

=1 WRO
paardasfiiy

waag il

AprEEY
i L
sty
BAUEUS
Rl L

sy,
LU Ly
suadug
ATHmL g UET

Agppdsngy

daquresy

_

=1
-mapEeay-
Uy -SAjEY
poe sqmi=ay

E LT
Sy

iy

pawy,
JjyEIuEny

(WO TONFNILNIVIN % SNOLLYHAd0

L BRI
OLL HOLLYS
“HAAROCY

LN
“LavdEd 41V.LS
JRHISININ

MATIONAL GOVERNMENT BUDGET IMPLEMENTATION REVIEW REPORT FOR THE FIRST GLIARTER
OF FY 2021722




OFFICE OF THE COMTROLLER OF BUDGET

o
e TSI 1795 920 21 T o | wer | zEn w0 608 okl mﬂﬂ: ._H,
(k] x]
Leeen L6TER eene HT9E - £ o | @0 | ow | s ol £Ier A T i
AR LEGRE HETE Tl KT 1y ESE hL s 1 LYy g 9E'5Ly JM....E.& Lﬂ“ﬁ_ﬂﬁ
IFeRg's eS| IEoeRs comsme ook
; i uexlng
S soees bR €T | s AR oret | ez | sewr | ovs 6715 ce6ls oot
£HRON'T RS - 5o 91 0B SHUT o | egs | eze | sws | cows ¥ 9617 dwapn] ).
Evszs £9'5T FE R wun | s |1 w1 T €t wo | wr | s I = epa
Tl naa gy doppins
1S | s£i | ooem STELS 9T 0 ¥l e Lo BD azE G068 | ussymy pue oy
anay usupedag s
Arjumn
BIET] RTECI 6EH orn B2 PS wo | &o6 | e | ewnn | ses %9 - ey e
o) s ndacy s
; ; ; - A . g - TR
stvi SERIE 1o Zzell - L B ie sto | ogs | evn | sl 6H e S
1 7 A
gIHLI HIRET 9581 oo | st cre T we | wver | e | zen pso £t 5 uﬁﬁﬂ”nﬁ_ﬂ
wresey | oswew | triors | wewevr | wreise | 6 | ore 9o 61el e | swie | oo | et 181 L1081 R
TR - WIEET | seEsT 1911 el | won 51D 6T wi | orm | soo | e §¥9 606 byt
My wawuedan apeg
ELE|L
AT YOI STHIT a5 €517 | w0 1T 299 - &9 £vE s S .
e : . - . Busupy pame
sovEl | g9iey | olors zrneETY 200 Pt 10 50 B | i
Huj._.f_. EHH._-._U
R . LIRS LIS L
TEFOI°] LEFOET £EIE HEE 901 &0 ¥P oco | o9 | wrr | esw s BUSTH _“_n_"___ﬂwﬂ [efac
tof sy mday s
JTH R
Trun zrans 6851 vz 91 01 909 o | wss | eon | oz | sro R6aT i
L TN [er ST e L]
5T 1L ITITL 007125 cobe ! £¥ b0 vy | w1 | s | seo 6E'S ST'101 I sl
svuzd b.__.ﬂa.l_ = =, slal MR -
X1 R0 ey = e | ampy | pamg] o g
s | st | sy, | iy | T DR g | S S ooy | per| s | opewen | stniorans LR
pusdngig | YTV | agieein | peunn i | N pur sptiusy | By L NOLLYE | LA VIIA LLVLS
BRI FAHLSININ

(WPR0) IDNVYNLLNIVIN B SNOLLVEIIIO

MATIOMAL GOVERMMENT BUDGET IMPLEMENTATION REVIEW REPOAT FOR THE FIRST GUARTER
" OFFY 202122



OFFICE OF THE CONTROLLER OF BUDGET

LANSERET JPHGHEA PUB ST ALIOE

SHTYSST

ULWTT | WREA'LE TEDIE TS FL HErE (1 LELER HE'LLE FTERET EL T GEBEL BRI TFRELEEN (L] 8
: . | . 5 i ; ) ; 5 Aoy 1B Ry
LTS IEEET [ L1098 LR T HE 25 0§17 LT SE'G 1LEE Fuiaag wapuadapul
. ; . i . 5 noismn ) Ak
1 ] HIT LI BELE x| g 0 e LK1 T iguE AN U3 [FHCTE
) i . ! i : ; i AN AARITSHITL Y
FITEl T 1EE Tu Rk [+ 1] [ g1 L & onrn G2 TS | 1) 10 LU 3],
TIHE TIHE B [A T =0 L0 e'n | ] (F | [l ] Jafipmyg go sajpoanins
HTEG FIORT nTIne anLg] 0 a1 Oy € (AN RLEA | RUHER [RIEARE) TPy
= 20T - ERTST Lo i ] 200 e E¥D A EFFR i
i m - 2 a%jALag aM|ng [rUOHg]
[THIET TR0 EL 9 LIV TEG'Y - i 1£% L¥TE &1C | Lerg M L oA
TR EL | £ RO 14T £ £ 0 s &t A0y 0TARG SEMEAL
. - \ . o . : = UDISETINET) LT
1€ H1 b | ke L] CE'l 16°% RSO 15L mwa GOE R AT [RUE SIS
: : T8 iy 54 i 1 £+ STy
[y [ OIEL [ ] c¥9 £61 GE'E il LAtk BT IAERS MY
- g i - E ; ; ] . DRI ATy
EESEL LECE _ TS T T gE £HE 0l BEH i e
R ¥ A0 L FE'D ol 1 1 £ i

B : e . : . -
ug R _ LT L E6TE 65°H Jﬁ LE Oy g |
99 2BE'Y st | | O ¥RV 1z ocE | 09l e | oees | sowen | esiece Ay [Ecayey
Taug’ TF90c 1 . . ; s .h - ; LIS RELLIAINT)
st TFO0C] _ TirEal ey LR cag et | eedee £0'MET R soparag AiBWSEeIEg
R R _ ; X ey ; i i 4. 9EgH . Saxnieg
ETTEL ETTEN PETIE nzi BHIE 819 | EFEDl | SIT | KT £ FiegE T —
LHITEETIL
TTEEL EYEELS] 58y LRI I’k FESE LTlE SERFE al'zl SEfk AR TS =L S| PPN PRI
(it wapadapeng
" — " - i " T aF WAL
TE'ME LE'DE BEEH Lo ()] ] 15 1 TH{I I¥L 1T Ay U] [EUn|iE

LA
(A FI'&h Largs LY 150 1o ore o 1 HED £0en WL e oSl
U EUOITER] RAEXY
i .-M”M.m_ Ry (] Hupssy
3 W iy AN a3 g RTET T a3y bany reeeny
BT asnppuad paisfaatiiy syl “..:-:1“_ sudy Lygpenpdsony e wrtngy ANy puE whany | pesmng AL IR TN
pusdngrag | VY | e seeany _nu“..uﬂ. | T pun apwiuay | Rurpss,) Eiu__u.ﬁu___w L YdHO ALVLS
_— fAMISININ
(RO} HUZ,JaZm_h.ZmﬂE B SNOLLVEIIO

:
:
g
3
-
g
-
:
m
W
:
:
3




OFFICE OF THE COMTROLLER OF BUOGET

The MDAs recurrent expenditure is disaggregated into Compensation to Employees, Operations and
Maintenance, and Current Transfers to SAGAs as discussed below.

Compensation to Employees

Compensation to Employees includes basic salaries for permanent employees, wages for temporary employees
and personal allowances paid as part of the salary, among other payments to staff. The total expenditure
under compensation to employees was Kshs.122.76 billion, representing 44.2 per cent of the Ministerial
gross recurrent spending. However, this amount does not include salaries for Kenya Defence Forces and
National Intelligence Services under the Security sector (reported as Current Transfers category). The TSC
recorded the highest expenditure at Kshs.67.32 billion representing 54.8 per cent of the total spending on
Compensation to Employees.

Operations and Maintenance

This category includes Travelling, Printing and advertising, Rent and rates for non-residential buildings,
Training, Hospitality, Legal fees, and Maintenance expenses for motor vehicles and other assets. Some
of the items aggregated under other expenses include refined fuels and Lubricants and fuel for transport,
Contracted technical and professional services, Medical and Group Personal Insurance, and Domestic Loans
to individuals and Households.

In the first three months of the FY 2021/22, travelling expenditure was Kshs.4.45 billion, recording growth
compared to Kshs.2.67 billion recorded in FY 2020/21. This comprised domestic travel of Kshs.2.72 billion
and Kshs.1.74 billion on foreign travel. Expenditure on Rentals and Rates-non-Residential Buildings was
Kshs.1.53 billion, while hospitality was Kshs.837.97 billion.

Expenditure under aggregated O&M expenses comprised various budget lines and amounted to Kshs.57.58
billion in the period under review. MDAs recording high expenditure under this category includes:

+  State Department for Interior and Citizen Services -Kshs. 1.2 billion for purchasing specialized materials and
supplies and Kshs.467.43 million for fuel and lubricants.

«  Ministry of Foreign Affairs- Kshs 17913 million for contracted professivnal services, Kshs.137.55 million for
purchase of motor vehicles, Kshis 13496 million for Scholarships and other education benefits and Kshs, 101 mil-
lion for electricity, water, sewerage and gas,

« State Depariment for University Education and Research- Kshs.5.45 billion for domestic loans to individuals
and households,

= State Department for Early Learning and Basic Education-Kshs. 14.84 billion for subsidies to Board of Gover-
nors maintained school, referred to as capitation.

«  The National Treasury -Kshs. 1.51 billion for Contracied professional services.

s+  State Department for Infrastructure -Kshs.9.24 billion for Road Maintenance Levy Fund under Kenya Roads
Board,

»  State Department for Social Protection, Pensions and Senior Citizen Affairs- Kshs.326.38 million transfers to
individuals and households known as Inua Jamit Programme o support vulnerable citizens.

= Ministry of Petroleum and Mining- Kshs.4.97 billion for Oil Market Stabilization.

MATIONAL GOVERMMENT BUDGET IMPLEMENTATION AEVEWY REPORT FOR THE FIRST GUARTER
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»  National Assembly-Kshs.643 44 suillion for Constituency office expenses
»  Teacher Service Commission- Kshs.4.93 billion for Medical and Group Personal Insurance.

- State Department jor Public Service -Kshs.2 billion for Employer Contributions lo National Social and Health
Insurance Scheme
Current Lransters

Current Transfers by the MDAs may be in the form of Subsidies, Grants or direct transfers to SAGAs, which
are meant to complement activities and mandates executed on behalf of parent ministries. In the first three
———monthsof the FY-2021/22; Current transfersamounted to Kshs:88:73 billion; representing 319 per cent of the

gross ministerial recurrent expenditure. The Ministry of Delence reported the highest transter at Ishs. 50,27
billion representing 34.1 per cent, majorly transferred to Kenya Defence Forces. Current transfers are annexed
to this report.

Figure 3.8 shows the composition of MDAs recurrent expenditure for the FY 2021/22

Figure 3.8:  Summary Analysis of Ministerial Recurrent Expenditure in the first three
months of the FY 2021/22 (Kshs. Million)

Aggregated O&M Expensas, 57 58133

i 21%)

Legal Fees, 266.93,
£0.2%) -lll.

B2 729358 ({30.9%)
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{029}
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Motor Vehicles, 27340
(0.1%)

Hospitality, 837.97,
Training, $77.38 {348}

Rentals apd Hates. Non
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{0.65%)

a
Printing and Advertising, IV \
L0668, (0.04%) i
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Emplovess, 122 758.63
Diomaptic Travel, {43.9%)

Forzipn Tra IT1E96 (0.0%)
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3.5 Pending Bills for National Government 30th September 2021

Pending bills refer to outstanding financial obligations at the close of the financial year. In our BIRR for the
period ending 30th June 2021, MDAs pending bills reported by the National Treasury were at Kshs.36.35
billion for seventeen MDAs. Updated data availed by the National Treasury for MDAs shows that pending
bills as of 30th June 2021 stood at Kshs 56.78 billion and a total of Kshs.3.80 billion was paid in the first
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. three months of the FY 2021/22, leaving an outstanding balance at Kshs.52.88 billion, excluding Kshs.100.15

million considered as ineligible. Table 3.7 presents the national government pending bills status as of 30th

September 2021.
Table 3.7:  MDAs Pending Bills at 30" September 2021
- Pending Bilks
Balance from Prior | Bills for FY o AR | ameRa o e T il
Vesrs 020721 Feills a5 ol 3 Quarter 1 FY iigible In Ouakiee Balance as of 30
MINISTRY/STATE DEPART- September 2021 Lk Ny} | FY¥ 2031 Beprenuber 2021
MEMNT i
A E C=A4H D F G C-D0-F)
Kshs, Kshs, Kshs. Kasha, Eshs. Fshs.
E:;L“rr O ol t R IKILB37,576 470,930,569 651,768,145 BL60L.297 570,166,848
The Execwtivg Office of the
Presicent -Xairchi Metropolitan - .
Services
State Deparoment for Interios and
Chiiiten; Seriices 1,004, 520,897 1,263,152.734 2373673631 384,130,509 LS S42, 047
State Depariment for Correctional
e 22| 930,854 221,93R, 854 - 111,938 890
State Department for Devohition G20L083, 368 IRH BTE 458 0B, 959, Ris . ROE 955 866
State Department for Development
for the ASALs &5 4006 19,259 455 M, 254,871 - - 3254 8T
Ministry af Defence - - ax .
Melinistry of Foreign Afzirs 50,922 591 HI2856,384 I83.FTR275 - 12,549,550 0,829,725
Sate Department for Vocational -
and Technical Tl'ilrl-il'lg 22,500,556 23,506,556 - 7500595 LR AR
Stale Department for University
Educntion 762378 - 762,328 - T&2 518
State Departmen for Easly Learn-
| ing & Basic Education B4 13,060 413,08 - fi, 41 3060
State Departmvent for Post Training
and Skills Developient L e AT i -
The Matigmal Treaswry . 553,550.431 553,550,431 - 3335350431
State Department of Planning 5,397,937 2,664,908 I6,062.845 22,664,008 3,027,937 2370000
Ministry of Healzh Q6,871,159 A4 BLOEET 141,68 1996 141,581,594
State Deparinsent of Infrastrsciure . -
State Depariment of Transport &, 178,056,06% 202,843 6, 1 B9 808,51 2 - G, L0 B, 012
Sate Department for Shipping ard -
MariHiane, 176,245,737 176,245,737 - L 76,245,737
State Department for Housing and . o
Ubian Develogiment 237 402,424 4372, H0.925 3,500,443, 349 3,168, d6,625 - 241,396,723
State Departnent for Public Warks 178,200,732 51,243,554 BI0444.586 RS 444.586
Sate Department for Emvironmens
and Forestey 23,445,823 73,241,930 B, 587,753 96,687,753
Minksiry of Wateoli Sonitation and | ) o) hg 15,700,000 78,300,000 : 78,300,000
Irrigation
State Drepartment of Lands and i )
Physlcal Planniing i .
State Department for Information
Communications Technobogy & 18224829 15,4 8H 841 34,713,670 - M. TIRETD
Innwation
stale Depariment for Broadeasting
& Telecommunications ARSI 526,348,816 970,108,135 - 570,103,135
State Depaitment for Sports L 140,371,688 - L L40,371 688 X 1 14037 ] 688
EH"‘f st e 27,520,292 45,897,972 THTI8264 ; 73,715,264
erilaye
Mindstry of Energy ] 421438 421,438 o 421438
State Department for Livestock. 216,717,527 341,506,439 550,234,267 74,525,240 - A83, 709027
State Department fior Fisheries,
Aquacultare ancl the Blue Eoen- l - 252412164 152,422 164 - 252422164
 Dury
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Pendling Bills

Penad T i wli
| Balance from Prior Bills for FY T'.“ﬂ Ing Anmes F'm.l Considered Inel- ity =
Vit e Hillls as of 30" in Quarter 1 FY igible In Quarter Ralance as of 30
MINISTRY/STATE DEPART- Sepiember 2021 W21/22 1 F¥ 1021722 Septembser 2021
MENT
A B C=A+l n F G=(C-1-F)
Kghs, [shs Kxhs. Ksls. Kshis Fshis.
Slate Departnaent for Crop Devel- & e Py
o & A iizuliivd Rescsah 1,884, 06,2013 2UHT ARE 240 &7, 574,452 - | L ATL57:452
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5 . Pending Bills
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Data from the Quarterly Economic Review Report by the National Treasury as of 30" June 2021 shows that
pending bills for State Corporations stood at Kshs. K5h.323.2 billion. Therefore, total pending bills for the

national government amount to Kshs.376.08 billion.

An analysis of financial reports submitted to the CoB shows discrepancies in figures self-reported by some
MDAs and the National Treasury. There is, therefore, a need to reconcile the pending bills figures for the
MDAs to ascertain the actual position of the pending bills for the National Government.

MATIOMNAL EOAVERMMENT BLIOGET BAPLEMENTATION FEVIEWY REPOAT FOR THE FIRST QLUARTER

OF FY 2021 /282




4 DEVELOPMENT AND RECURRENT EXPENDITURE ANALYSIS BY

SECTOR

4.1 Introduction

The chapter analyses seclor performance in the first three months of the FY 2021/22 and shows budget
allocations to specific MDAs, exchequer issues and actual expenditure. This analysis presents exchequer issues
as a percentage of net estimates, whereas expenditure is presented as a percentage of gross estimates. In the

— period under review, budget performance was targeted to average at 25 per cent of the annual estimates for
—tothrdevelopmenad recurren i ger

Sector performance is presented in alphabetical order as follows; (i) Agriculture, Rural and Urban Development
(ARUD) (i) Education (iii) Energy, Infrastructure and Information Communications Technology (EI & ICT)
{iv) Environment Protection, Water and Natural Resources (EWNR) {v) General Economic and Commercial
Affairs (GECA) (vi) Governance, Justice, Law and Order (GJLO) (vii) Health (viii) National Security (ix)
Public Administration and International Relations (PAIR) (x) Secial Protection, Culture and Recreation
(SPCR) Sectors.

4.2 Agriculture, Rural and Urban Development (ARUD) Sector

The sector consists of five MDAs, namely: Ministry of Lands and Physical Planning (MoLPP), State Department
for Crop Development and Agricultural Research, State Department for Livestock, State Department for
Fisheries, Aquaculture and the Blue Economy and the National Land Commission (NLC), together with
affiliated Semi-Autonomous Government Agencies and Training [nstitutions.

the Blue Ecum:lm].-' Kenya's economic hlueprmt the I{enw Vision 2030 and the f‘mrfm ment Agenda on the
‘Big Four’ economic strategy both recognize the ARUD sector as a critical player in the economic and social
development of the country through food production, employment and wealth creation, foreign exchange
earnings, security of land tenure and land management.

The budgetary allocation to the sector in FY 2021/22 amounted to Kshs.73.94 billion, representing 2 per cent
of the pross national budget, compared to Kshs.67.1 billion allocated in FY 2020/21. The allocation comprised
Kshs.50.35 billion {68 per cent) for development activities and Kshs,23.62 billion (32 per cent) for recurrent
expenditure. The State Department for Crop Development and Agricultural Research received the highest
budgetary allocation at Kshs.44.93 billion (60.8 per cent of the sector’s budget), while the NLC had the lowest
budgetary allocation at Kshsl.4 billion (1.9 per cent of the ARUD sector allocation).

The high allocation to the State Department for Crop Development and Agricultural Research is due to its’
key role In the agricultural policy and research management, national food policy, strategic food reserve,
crops development, phytosanitary services and international standards compliance, agricultural farmers
training, agricultural land resources inventory and management, among others. Figure 4.1 shows the trend
of budgetary allocation for the ARUD sector for the period FY 2017/18 to FY 2021/22.
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Figure 4.1:

Budgetary Allocation Trend for ARUD Sector
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The total exchequer issues to the ARUD sector amounted to Kshs.8.30 billion, representing 13.1 per cent of
the sector’s net estimates, comprised of Kshs.4.35 billion for development expenditure, representing 9.4 per
cent of development net estimates and Kshs.3.96 billion for recurrent spending representing 23.1 per cent of
recurrent net estimates. Table 4.1 shows ARUD sector analysis of exchequer issues and expenditure in the
first three months of FY 2021/22.

Table 4.1: ARUD Sector-Analysis of Exchequer Issues and Expenditure (Kshs. Billion)
Develapment Recurrent
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In the period under review, the State Department for Livestock received the highest proportion of development
exchequer issues to development expenditure net estimates at 14.2 per cent, while the Ministry of Lands
and Physical Planning received the lowest at 0.4 per cent. The State Department for Crop Development and
Agricultural Research recorded the highest proportion of recurrent exchequer issues to recurrent net estimates
of 24.4 per cent, while the NLC recorded the lowest ratio of 19.6 per cent. Figure 4.2 shows the exchequer
issues to ARUD Sector in the first three months of FY 2021/22.

Figure 4. 2 Exchequer Issues to ARUD Sector
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The total expenditure for the ARUD sector amounted to Kshs.8.62 billion, representing 13.1 per cent of the
gross estimates, compared to 10.2 per cent recorded in a similar period of the FY 2020/21. This comprised
of Kshs.4.57 billion for the development budget representing an absorption rate of 9.1 per cent, compared to
6.2 per cent recorded in a similar period of the FY 202(/21 and Kshs.4.05 billion for recurrent expenditure
representing 17.1 per cent of the recurrent gross estimates, compared to 18.5 per cent recorded in a similar
period of the FY 2020/21.

The State Department for Livestock recorded the highest absorption on development budget at 19.6 per cent
while the Ministry of Lands and Physical Planning recorded the lowest at 5.6 per cent. The NLC recorded
the highest recurrent expenditure to gross estimates at 23.6 per cent, while the State Department for Crop
Development and Agricultural Research recorded the lowest at 14.6 per cent.
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4.3 Education Sector

The Education Sector comprises of five MDAs, namely: State Department for Early Learning and Basic
Education, State Department for University Education, State Department for Vocational and Technical
Training, State Department for Post-Training and Skills Development and the Teachers Service Commission
(TSC), together with their affiliated Agencies and Institutions.

The Education sector is mandated to provide quality education, training, science, technology, research and
skills development. The sector’s overall goal is to increase access to education and training, improve the quality
and relevance of education, reduce inequality, and leverage knowledge and skills in science, technology, and
innovation for global competitiveness. It also envisions contributing to the achievement of the "Big Four
Agenda” by providing the requisite skilled human resources and promoting research and development.

The budgetary allocation to the Education Sector in FY 2021/22 amounted to Kshs.503.97 billion, representing
14 per cent of the gross national budget, an increase compared to Kshs.489.36 billion allocated in the FY
2020/21. The allocation comprised Kshs.21.38 billion {4 per cent), for development activities and Kshs.482.60
billion (96 per cent), for recurrent expenditure.

TSC received the highest budgetary allocation of Kshs.281.70 billion (55.9 per cent of the sector’s funding),
which is attributed to its vital role in Teacher management. The State Department for Post Training and Skills
Development had the lowest budgetary allocation of Kshs.268 million (0.05 per cent of the sector’s funding),
which is attributed to its mandate to provide an institutional framework to devise and implement national,
sectoral and workplace strategies aimed at developing and improving the skills of the Kenyan workforce
and management of talent and post-training pelicy. To support quality education, the government allocated
Kshs.62.2 billion for Free Day Secondary Education, Kshs.15.8 billion for Higher Education Loans Board,
and Kshs.12.0 billion for Free Primary Education, among others. Figure 4.3 shows the budgetary allocation
trends of the Education sector for the period FY 2017/18 to FY 2021/22.

Figure 4.3:  Budgetary Allocation Trend for the Education Sector
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Total exchequer issues to the Education sector amounted to Kshs.115.56 billion, representing 25 per cent of
the sector’s net estimates, comprised of Kshs.2.41 billion for development expenditure, representing 13.5 per
cent of development net estimates and Kshs.113.15 billion for recurrent spending representing 25.4 per cent
of recurrent net estimates. Table 4.2 shows the Education sector analysis of exchequer issues and expenditure
in the first three months of FY 2021/22.
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Table 4.2:  Education Sector-Analysis of Exchequer Issues and Expenditure (Kshs,

Billion)
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In the first three months of the FY 2021/22, the State Department for University Education received the highest

exchequer issues to net estimates for both development and recurrent expenditure at 41.6 and 29.7 per cent,
————respectively-The State Department for-Early Learning and Basic Education recorded the lowest proportion—

of development exchequer issues to net estimates at 3.8 per cent, while the State Department for Vocational

and Technical Training recorded the lowest for recurrent expenditure at 13.9 per cent. Figure 4.4 shows the

exchequer issues to the Education Sector in the first three months of the FY 2021/22,
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Figure 4.4:  Exchequer Issues to the Education Sector
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The total expenditure for the Education sector amounted to Kshs.118.12 billion, recording 23.4 per cent of
the gross estimates, compared to 22.1 per cent recorded in a similar period FY 2020/21. This comprised of
Kshs.3.22 billion for the development budget representing an absorption rate of 15.1 per cent, compared to
20.5 per cent recorded in a similar period FY 2020/21, and Kshs.114.90 billion for recurrent expenditure
representing 23.8 per cent of the recurrent gross estimates, compared to 22.5 per cent recorded in a similar
period FY 2020/21.

The State Department for University Education recorded the highest absorption on development budget at
33.1 per cent, while the State Department for Early Learning and Basic Education recorded the lowest at 9.8
per cent. TSC recorded the highest proportion of recurrent expenditure to gross estimates at 25.7 per cent,
while the State Department for Vocational and Technical Training recorded the lowest at 10.3 per cent.

4.4 Energy, Infrastructure and Information Communications Technology (EI &

ICT) Sector

This sector consists of ten MDAs: State Departments for Infrastructure, Transport, Shipping and Maritime,
Housing and Urban Development, Public Works, Youth Affairs, Information Communication and Technology,
Broadcasting and Telecommunications, Ministry of Energy and Ministry of Petroleum and Mining,

The Sector aims to provide efficient, affordable and reliable infrastructure critical for the socio-economic
transformation underscored in the Third Medium Term Plan {(MTP III) 2018-2022 of the Kenya Vision 2030
and catalysing the realization of the “Big Four Agenda”,

The sector’s key strategic goals include sustainable transport infrastructure and services, vibrant shipping
and maritime industry, affordable and sustainable housing infrastructure, regulated construction industry,
universal access to [CT services, and sufficient, secure, eficient and affordable energy. To support infrastructural
development, the government identified critical activities under the EI&ICT sector in the FY 2021/22 to
enhance economic growth, which includes: construction, rehabilitation and maintenance of roads, design of
roads and bridges, construction of Standard Gauge Railway Phase II (Nairobi to Naivasha), LAPSSET project
and Mombasa Port Development Project.

The budgetary allocation to the EI&ICT sector in the FY 2021/22 was Kshs.340.46 billion, representing 9 per
cent of the gross national budget, compared to Kshs.423.59 billion allocated in the FY 2020/21. The allocation
comprised Kshs.250.40 billion (74 per cent), for development programmes and Kshs 90.06 billion (26 per

MATIORNAL GOVERMMENT BUDGET IMPLEMENTATION REVIEWW REPOAT FOR THE FIRST QUARTER
0OF PY 2021 /22




OFHCE OF THE DONTROLLER OF BUDGET

cent), for recurrent expenditure. An analysis of MDAs under the EI&ICT sector shows that rail and road
programmes allocation under the State Department for Transport were moved to the National Treasury and
therefore reduced the sector gross allocation compared to FY 2020/21. Significant funding in the EI&ICT
sector includes Kshs.94.7 billion for ongoing roads and bridges, Kshs.36.1 billion for rehabilitation of roads,
Kshs.54.0 billion for maintenance of roads, Kshs 27.2 billion for construction of Standard Gauge Railway
Phase II, Kshs.7.5 billion for LAPSSET project, among others.

The 5tate Department for Infrastructure received the highest budgetary allocation of Kshs.195.20 billion {574
per cent of the sector’s share), attributed to its critical programmes in construction of roads and bridges and
rehabilitation and maintenance of roads in the country. The State Department for Shipping and Maritime
had the lowest budgetary allocation of Kshs.2.79 billion (0.9 per cent of the sector’s budget). Figure 4.5 shows

for FY 201718 to FY 2021722,

Figure 4.5 Budgetary Allocation Trend for the EI & ICT Sector
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Total exchequer issues for the sector amounted to Kshs.34.75 billion, representing 28.7 per cent of the sector’s
net estimates, comprised of Kshs.31.46 billion for development expenditure, representing 29.6 per cent of
development net estimates and Kshs.3.51 billion tor recurrent spending representing 22.3 per cent of recurrent

net estimates. Table 4.3 shows EI&ICT sector analysis of exchequer issues and expenditure in the first three
months of the FY 2021/22.

Table 4.3: El & ICT-Analysis of Exchequer Issues and Expenditure {(Kshs. Billion)
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In the first three months of FY 2021/22, the State Department for Housing & Urban Development received
the highest proportion of development exchequer issues to development net estimates at 40.4 per cent, while
the State Department for Information Communication Technology recorded the lowest at 2.3 per cent. The
State Department for Public Works recorded the highest proportion of recurrent exchequer issues to recurrent
net estimates at 29 per cent, while the State Department for Transport recorded the lowest at 9.2 per cent.
Figure 4.6 shows the EI & ICT sector’s exchequer issues in the first three months of FY 2021/22.
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Figure 4.6:  Exchequer Issues to the El & ICT Sector
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The total expenditure for the EI&ICT sector amounted to Kshs.79.92 billion, representing 23.5 per cent of
the gross estimates, compared to 35.6 per cent recorded in a similar period of FY 2020/21. this comprised of
Kshs.60.77 billion for the development budget representing an absorption rate of 24.3 per cent, compared
to 41.3 per cent recorded in a similar period FY 2020/21land Kshs.19.16 billion for recurrent expenditure
representing 21.3 per cent of the recurrent gross estimates, compared to 18.9 per cent recorded in a similar
period of FY 2020/21.

The State Department for Housing & Urban Development recorded the highest absorption on development

budget at 38.6 per cent, while the State Department for Shipping and Maritime recorded the lowest at 0.4 per

cent. The Ministry of Petroleum and Mining recorded the highest recurrent expenditure to gross estimates,
L ] A I .._|_' [1E ul ¥ ELE FECOTOE0 LNE LOWWES L] per cent

4.5 Environment Protection, Water and Natural Resources Sector

The Environment Protection, Water and Natural Resources Sector (EPW&NR) comprises three MDAs:
Ministry for Environment and Forestry, Ministry of Water, Sanitation and [rrigation, and State Department
for Wildlife.

The mandate of the EPW&NR sector is to ensure sustainable development in a clean, healthy and secure
environment. Its specific objectives are to: enhance sustainable management of the environment, water,
irrigation and natural resources; ensure access to water and natural resources for the benefit of socio-economic
development and enhance capacity building for environment, water and natural resources management. It
also aims to increase land utilisation through irrigation, drainage and land reclamation; strengthen research
on the environment, water and natural resources for sustainable development, protect and reclaim the
environment to establish a durable and sustainable system of action and resilience to climate change.
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. The budgetary allocation to the EPW&NR in the FY 2021/22 amounted to Kshs.100.59 billion, representing
3 per cent of the gross national budget, compared to Kshs.106.16 billion allocated in the FY 2020/21.

The allocation comprised Kshs.76.10 billion (77.2 per cent) for development activities and Kshs.24.49 billion
(24 per cent) for recurrent expenditure. Ministry of Water & Sanitation and Irrigation received the highest
budgetary allocation of Kshs.77.61 billion (77.2 per cent of the sector’s allocation), while the State Department
for Wildlife had the lowest budgetary allocation Kshs.8.24 billion (8 .2 per cent of the sector’s allocation).
Figure 4.7 shows the budgetary allocation trend for the EPW&NR Sector for FY 2017/18 to FY 2021/22.

Figure 4.7:  Budgetary Allocation Trend for the EPWENR Sector

120

1on

B0

G

Kshs.Billlon

40

20

FY 2017/18 FY 201819 FY 201520 FY 2020/21 FY 2021/22

= == = Reciirent = == Development = = = Total

Source: Noational Treasury

The total exchequer issues to the EPW&NR sector amounted to Kshs.11.06 billion, representing 20 per cent
of the sector’s net estimates, comprised of Kshs.6.74 billion for development expenditure, representing 17.9
per cent of development net estimates and Kshs.4.31 billion for recurrent spending representing 24.5 per cent
of recurrent net estimates. Table 4.4 shows EPW&NR sector analysis of exchequer issues and expenditure in
the first three months of FY 2021/22.

Table 4.4:  EPW&NR Sector-Analysis of Exchequer Issues and Expenditure (Kshs.

Billion)
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[n the first three months of FY 2021/22, the Ministry of Environment and Forestry received the highest
proportion of exchequer issues to net estimates for both development and recurrent at 24.3 and 26 per cent,
respectively. The State Department for Wildlife received the lowest proportion of exchequer issues to net
estimates for both development and recurrent expenditure at 0.5 per cent and 21.7 per cent, respectively.
Figure 4.8 shows the exchequer issues to the EPW&NR Sector in the first three months of FY 2021/22.

Figure 4.8:  Exchequer Issues to EPWANR Sector
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Total expenditure for the EPW&NR sector amounted to Kshs.12.02 billion, representing 11.9 per cent of the

JTOSS ESliTales, compared to 18.8 per cent recorded 1n a similar period, FY 2020721 This comprises of Kshs,b.60

billion for the development budget representing an absorption rate of 8.7 per cent, compared to 17.5 per cent
recorded in a similar period FY 2020/21 and Kshs.5.42 billion for recurrent expenditure representing 22.1
per cent of the recurrent gross estimates compared to 22.5 per cent recorded in a similar period FY 2020/21.

The Ministry of Environment and Forestry recorded the highest absorption on development budget at 20.6 per
cent while the Ministry of Water, Sanitation and Irrigation recorded the lowest at 7.9 per cent. The Ministry
of Water, Sanitation and Irrigation recorded the highest recurrent expenditure to gross estimates at 24.1 per
cent, while the State Department for Wildlife recorded the lowest at 17.5 per cent.

4.6 General Economic and Commercial Affairs (GECA) Sector

The General Economic and Commercial Affairs (GECA) sector consists of six MDAs, namely the State
Departments for Industrialization, Co-operatives, Trade and Enterprise Development East African Community,
Regional and Northern Corridor Development and Tourism.
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. 'The sector is a significant player in job and wealth creation, industrial development, investments and trade
pramotion, tourism development, savings mobilisation and cooperative development, regional integration

and development.

The budgetary allocation to the GECA sector in the FY 2021/22 amounted to Kshs.22.34 billion representing
0.6 per cent of the gross national budget, compared from Kshs.25.44 billion allocated in the FY 2020/21. The
allocation comprises Kshs.7.11 billion (32 per cent) for development activities and Kshs.15.23 billion (68 per
cent) for recurrent expenditure. The State Department for Industrialization received the highest budgetary
allocation of Kshs.6.39 billion (28.6 per cent of the sector’s budget), while the State Department for East
African Community had the lowest budgetary allocation of Kshs.609.85 million (2.7 per cent of the sector’s
funding). Figure 4.9 shows the budgetary allocation trend for the GECA Sector from FY 2017/18 to FY 2021/22.

Figure 4.9:  Budgetary Allocation Trend for the GECA Sector
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The total exchequer issues to the GECA sector amounted to Kshs.3.67 billion, representing 23.4 per cent of
the sector’s net estimates, comprised of Kshs.1.55 billion for development expenditure, representing 23.9 per
cent of development net estimates and Kshs.2.12 billion for recurrent spending representing 23 per cent of
recurrent net estimates. Table 4,5 analyses exchequer issues and expenditure to the GECA sector in the first
three months of FY 2021/22.

Table 4.5:  GECA Sector-Analysis of Exchequer Issues and Expenditure (Kshs. Billion)
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In the first three months of the FY 2021/22, the State Department for Regional and Northern Corridor
Development received the highest proportion of development exchequer issues to development net estimates
at 50.3 per cent, while the State Department for Co-operatives recorded the lowest at 3.7 per cent. The State
!:!epartment for Trade and Enterprise Development recorded the highest proportion of recurrent exchequer

T ISSUEN WOTECUTTENY Ter estATATES AU 245 per cent, while the Sfalé Depariment for East Africa Community

recorded the lowest at 15.8 per cent. Figure 4.10 shows the exchequer issues to GECA Sector in the first three
months of FY 2021/22.
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- Figure 4.10: Exchequer Issues to the GECA Sector
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The total expenditure for the GECA sector during the period under review amounted to Kshs.4.07 billion,
representing 18.2 per cent of the gross estimates, compared to 19.8 per cent recorded in the FY 2020/21.
This comprised Kshs.1.76 billion for the development budget representing an absorption rate of 24.7 per
cent, compared to 31.7 per cent recorded in a similar period FY 2020/21, and Kshs.2.31 billion for recurrent
expenditure representing 15.2 per cent of the recurrent gross estimates compared to 11 per cent recorded in
a similar period of FY 2020/21.

The State Department for Regional and Northern Corridor Development recorded the highest absorption
on development budget at 44.4 per cent while the State Department for Trade and Enterprise Development
recorded the lowest at 8.6 per cent. The State Department for Industrialisation recorded the highest recurrent
expenditure to gross estimates at 23.2 per cent, while the State Department for Tourism recorded the lowest
at 6.1 per cent.

4.7 Governance, Justice, Law and Order (GJLO) Sector

The GJLO sector consists of fourteen MDAs, which include the State Department for Interior and Citizen
Services, State Department for Correctional Services, State Law Office and Department of Justice, The Judiciary,
Ethics and Anti-Corruption Commission (EACC), Office of the Director of Public Prosecutions (ODPF), Office
of the Registrar of Political Parties (ORPP), Witness Protection Agency (WPA), Kenya National Commission
on Human Rights (KNCHR), Independent Electoral and Boundaries Commission (IEBC), Judicial Service
Commission (JSC), National Police Service Commission (NPSC), National Gender and Equality Commission
(NGEC), and the Independent Policing Oversight Authority (IPOA).

The sector implements the following functions: security, correctional services, legal advisory services to
government agencies and administration of justice. It also plays a significant role in promoting integrity and
the fight against corruption, providing prosecution services, regulating political parties, protecting witnesses
and human rights. Further, the sector also plays an instrumental role in the delimitation of electoral boundaries
and management of the electoral process, promoting gender equality, the inclusion of marginalised groups
and communities, and civilian policing oversight.

Besides, this sector plays a role in border management, peace-building and conflict management, registration
services, regulation of the gaming industry, provision of population management services, eradicating drugs
and substance abuse, crime research and government printing services. It also plays a crucial role in ensuring
national values and promoting national cohesion.

The budgetary allocation to the GJLO Sector in the FY 2021/22 was Kshs.217.32 billion, representing 6 per
cent of the gross national budget, compared to Kshs.199.10 billion allocated in the FY 2020/21. The allocation
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comprises Kshs.11 billion (5 per cent) for development activities and Kshs.206.32 billion (95 per cent) for
recurrent expenditure. The growth compared to FY 2020/21 is attributed to the additional funding of Kshs.10.0
billion to the IEBC towards preparations for the general elections in 2022,

The State Department for Interior and Citizen Services received the highest budgetary allocation of Kshs.138.59
billion (63.8 per cent of the sector’s allocation), while the Kenya National Commission on Human Rights
had the lowest budgetary allocation of Kshs.408.71 million (more than one per cent of the sector’s funding).
The high share of the State Department for Interior and Citizen Services is attributed to the National Police
service budget. Figure 4.11 shows the budgetary allocation trend for the GJLO Sector for the period FY
2017/18 to FY 2021/22.

—Figure-4.11:—Budgetary-Allocation-Trend for the GILO Sector -
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The total exchequer issues to the sector amounted to Kshs.44.24 billion, representing 20.7 per cent of the
sector’s net estimates, comprised of Kshs.1.90 billion for development expenditure, representing 18.3 per
cent of development net estimates and Kshs.42.33 billion for recurrent spending representing 20.8 per cent
of recurrent net estimates. Table 4.6 shows the GJLO sector analysis of exchequer issues and expenditure in
the first three months of FY 2021/22,

Table 4.6:  GJLO Sector-Analysis of Exchequer Issues and Expenditure (Kshs. Billion)
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In the first three months of FY 2021/22, only the State Department for Interior and Citizen Services received
development exchequer issues at 26.6 per cent of development net estimates. The ORPP recorded the highest
propertion of recurrent exchequer issues to recurrent net estimates at 42.2 per cent, while IEBC recorded
the lowest at 11.2 per cent. Figure 4.12 shows the exchequer issues to GJLO Sector in the first three months

of the FY 2021/22.
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Figure 4.12:  Exchequer lssues to the GILOS5 Sector
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The total expenditure for the GJLO sector amounted to Kshs.44.24 billion, representing 20.7 per cent of the
gross estimates, compared to 21.7 per cent recorded in a similar period of FY 2020/21. This comprised of
Kshs.3.28 billion for the development expenditure representing an absorption rate of 29.8 per cent, compared
to 20.8 per cent recorded in a similar period, FY 2020421, and Kshs.45.6 billion for recurrent expenditure
representing 22.1 per cent of the recurrent gross estimates, compared to 21.7 per cent recorded in a similar
period in the FY 2020/21.

The IEBC recorded the highest absorption on development budget at 56.7 per cent, while the State Law Office
and Department of Justice recorded the lowest at 19.2 per cent. The ORPP recorded the highest recurrent
expenditure to gross estimates at 42.5 per cent, while the [EBC recorded the lowest at 12.1 per cent.

4.8 Health Sector

Health is a devolved furction under the Fourth Schedule of the Constitution of Kenya. It is responsible for
providing and coordinating health policy formulation, ensuring quality service delivery, and regulating
health care at the national level,

The Health sector has only one Ministry of Health and other Semi-Autonomous Government Agencies,
namely: Kenyatta National Hospital (KNH), Moi Teaching and Referral Hospital (MTRH), Kenya Medical
Research Institute (KEMRI), Kenya Medical Supplies Authority (KEMSA), Kenya Medical Training College
(KMTC), National AIDS Control Council (NACC), Kenyatta University Teaching, Referral and Research
Hospital (KUTRRH), National Cancer Institute of Kenya (NCI-K) and the National Health Insurance Fund
(NHIF).

The budgetary allocation to the Health Sector in the FY 2021/22 was Kshs.121.09 billion, representing 3 per
cent of the gross national budget, compared to Kshs.121.75 billion allocated in the FY 2020/21. The allocations
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. comprised Kshs.56.22 billion (46 per cent) for development activities and Kshs.64.87 billion (54 per cent)
for recurrent expenditure. Figure 4.13 shows the budgetary allocation for the Health sector for FY 2017/18
to FY 2021/22.

Figure 4.13: Budgetary Allocation Trend for the Health Sector
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Total exchequer issues to the sector amounted to Kshs.15.65 billion, representing 17 per cent of the sector’s
net estimates, comprised of Kshs.4.78 billion for development expenditure, representing 10.7 per cent of
development net estimates and Kshs.10.87 billion for recurrent spending representing 22.9 per cent of
recurrent net estimates. Table 4.7 shows the Health sector analysis of exchequer issues and expenditures in
the first three months of FY 2021/22.

Table 4.7:  Health Sector-Analysis of Exchequer Issues and Expenditure (Kshs.

Billion)
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Figure 4.14 shows the exchequer issues to the Health sector in the first three months of FY 2021722,
Figure 4.14:  Exchequer lssues to the Health Sector (Kshs. Billion)
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The total expenditure for the Health Sector in the first three months of the FY 2021/22 amounted to Kshs.15.21
billion, representing 12.6 per cent of the gross budget, compared to Kshs.12.9 per cent recorded in a similar
period FY 2020/21, This comprised of Kshs.5.45 billion spent on development activities representing an
absorption rate of 9.7 per cent, compared to 11.5 per cent in a similar period FY 2020/21 and Kshs.9.75
billion on recurrent activities representing 15 per cent on recurrent gross estimates, compared to 13.8 per
cent recorded in a similar period, FY 2020/21.

4.9 National Security Sector
The National Security sector has two MDAs, namely: Ministry of Defence and the National Intelligence Service

{(INIS). The sector’s mandate is to ensure the country’s security against any threats emanating from within or
outside the Kenyan borders, defend the country, and support the civil powers in maintaining peace and order.

The budgetary allocation to the National Security sector in the FY 2021/22 was Kshs.162.20 billion, representing
4 per cent of the gross national budget, compared to Kshs.167.81 billion allocated in the FY 2020/21. The

allocation comprised Kshs.5.08 billion for development expenditure (3 per cent of the sector’s budget) and
Kshs.157.12 billion for recurrent expenditure (97 per cent of sector’s allocation). Ministry of Defence was
allocated Kshs.119.75 billion (73.8 per cent of the sector’s funding), while NIS received Kshs.42.45 billion (26.2
per cent of the sector’s allocation), Figure 4.15 below shows the budgetary allocation trend for the National
Security sector for FY 2017/18 to FY 2021/22,

Figure 4.15:  Budgetary Allocation Trend for the National Security Sector
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In the first three months of the FY 2021/22, the sector received Kshs.41.44 billion, representing 25.5 per cent
of the sector's net estimates, comprised of Kshs.2.82 billion for development expenditure representing 55.6
per cent of the development net estimates, and Kshs.38.62 billion for recurrent spending representing 24.6
per cent of the recurrent net estimates.
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. Ministry of Defence received Kshs.27.72 billion for recurrent activities representing 24.21, while NIS received
Kshs.10.9 billion, representing 25.7 per cent. Table 4.8 shows the National Security sector analysis of exchequer
issues and expenditure in the first three months of FY 2021/22.

Table 4.8:  National Security Sector-Analysis of Exchequer Issues and Expenditure
(Kshs Billion)
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Source: MDAs ond National Treasury

The total expenditure for the National Security sector in the first three months of the FY 2021/22 amounted
to Kshs.43.32 billion, representing 26.7 per cent of the gross estimates, compared to 25.2 per cent (Kshs.38.97
billion), recorded in a similar period of the FY 2020/21. The Ministry of Defence spent Kshs.2.82 billion
on development activities, an absorption rate of 55.6 per cent and Kshs.30.61 billion on recurrent activities
representing 26.7 per cent of the gross estimates, while NIS spent Kshs.9.89 billion on recurrent activities,
recording 23.3 per cent of its’ gross estimates.

4.10 Public Administration and International Relations (PAIR) Sector

The Public Administration and International Relations (PAIR), Sector consists of 15 MDAs, namely; The
Executive Office of the President, State Department for Planning, State Department for Devolution, Ministry of
Foreign Affairs, National Treasury, State Department for Public Service, Parliamentary Service Commission,
National Assembly, Parliamentary Joint Services, Commission on Revenue Allocation (CRA), Public Service
Commission (PSC), Salaries and Remuneration Commission (SRC), Auditor General (AG), Controller of
Budget {(COB), and Commission on Administrative Justice (CAJ).

The PAIR sector provides overall policy direction and leadership to the country, oversees national legislation,
and the human resource function in the public service. Further, it coordinates national policy formulation,
implementation, monitoring and evaluation, resource mobilisation and management, devolution oversight,
implementation of Kenya foreign policy, and oversight on the use of public resources and service delivery.

The budgetary allocation to the PAIR sector in the FY 2021/22 amounted to Kshs.327.87 billion, representing
9 per cent of the gross national budget, compared to Kshs.302.61billion allocated in the FY 2020/21. The
allocation comprises Kshs.158.19 billion (48 per cent) for development activities and Kshs.169.68 billion
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(52 per cent) for recurrent expenditure. The National Treasury received the highest budgetary allocation of
Kshs.157.75 billion {48.1 per cent of the sector’s budget, while the Commission on Revenue Allocation had
the lowest budgetary allocation of Kshs.485.62 million (less than one per cent of the sector’s budget).

Key allocations to the PAIR sector include the Parliament - National Government Constituency Development
Fund, Equalization Fund and National Government Affirmative Action Fund at Kshs.37.9 billion, Kshs.41.7
billion, Kshs.6.8 billion and Kshs.2.1 billion respectively. Figure 4.16 shows the budgetary allocation trend
for the PAIR Sector for FY 2017/18 to FY 2021/22.

Figure 4.16: Budgetary Allocation Trend for the PAIR Sector
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Total exchequer issues to the sector amounted to Kshs.56.11 billion, representing 22.2 per cent of the sector’s
net estimates, comprised of Kshs.21.56 billion for development expenditure, representing 22.1 per cent of
development net estimates and Kshs.34.55 billion for recurrent spending representing 22.2 per cent of recurrent
net estimates. Table 4.9 shows an analysis of exchequer issues and expenditure in the first three months of
the FY 2021/22 for the PAIR Sector.

Table 4.9 PAIR Sector-Analysis of Exchequer lssues and Expenditure (Kshs. Billion)
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Source: MDAs and National Treasury

The State Department for Ministry of Foreign Affairs received the highest proportion of development
exchequer issues to development net estimates at 47.3 per cent, while the State Department for Devolution
recorded the lowest at 5.4 per cent. The State Department for Public Service recorded the highest proportion
of recurrent exchequer issues to recurrent net estimates at 43.1 per cent, while the State Department for
Devolution recorded the lowest at 14 per cent. Figure 4.17 shows the PAIR sector’s exchequer issues in the
first three months of FY 2021/22.
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Figure 4.17:  Exchequer Issues fo the PAIR Sector
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The total expenditure for the PAIR sector amounted to Kshs.53.12 billion, representing 16.2 per cent of
| ; , o187 T R iod-F¥-2026/21Fhis-comprised-of
Kshs.19.64 billion for the development budge! representing an absorption rate of 12.4 per cent, compared to

20.9 per cent recorded in a similar period in FY 2020/21, and Kshs.33.48 billion for recurrent expenditure
representing 19.7 per cent of the recurrent gross estimates, an increase compared to 174 per cent recorded

in a similar period in FY 2020/21 respectively.

The Ministry of Foreign Affairs recorded the highest absorption on development budget at 50.4 per cent,
while The Executive Office of the President recorded the lowest at less than 1 per cent. The State Department
for Public Service recorded the highest recurrent expenditure to gross estimates at 28.4 per cent, while the
Controller of Budget recorded the lowest at 12.9 per cent.

4.11 Social Protection, Culture and Recreation Sector

The Sacial Protection, Culture and Recreation (SPCR) Sector comprises the six State Departments of Sports,
Culture and Heritage, Labour, Social Protection, Pensions and Senior Citizens Affairs, Development of Arid
and Semi-Arid Lands (ASALs) and Gender.
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The SPCR sector plays a strategic role in the country's transformation and socio-economic development by
implementing special programmes for the development of the ASALs. The sector undertakes sustainable
employment, harmonious industrial relations, a productive workforce and gender equity and equality.
Other key roles include empowering communities and vulnerable groups, safeguarding children’s rights,
promoting diverse cultures, arts and sports to enhance cohesiveness and Kenya's regional and international
competitiveness.

The budgetary allocation to the SPCR sector in the FY 2021/22 amounts to Kshs.72.19 billion, representing
2 per cent of the gross national budget, compared to Kshs.59.95 billion allocated in the FY 2020/21. The
allocation comprised Kshs.32.56 billion (45 per cent), for development activities and Kshs.39.64 billion (55 per
cent), for recurrent expenditure, The State Department for Social Protection received the highest budgetary
allocation of Kshs.33.57 billion (46 per cent of the sector’s budget), while the State Department for Culture
and Heritage had the lowest budgetary allocation of Kshs.2.99 billion (4 per cent of the sector’s funding).

Growth in budget allocation to the Social Protection, Culture and Recreation sector compared to FY 2020/21
is attributed to additional funding to cover new beneficiaries under cash transfer programme and provision
for the construction of other stadia by the State Department for Sports. Major allocations include Kshs.16.7
billion as Cash Transfer to Elderly persons, Kshs.7.9 billion for Orphans and Vulnerable Children, Kshs.4.1
billion for Hunger Safety Net Programme, and Kshs.1.2 billion for Cash Transfer to Persons with Severe
disability. Figure 4.18 shows the budgetary allocation trend for the SPCR sector for FY 2017/18 to FY 2021/22.

Figure 4.18: Budgetary Allocation Trend for the SPCR Sector
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Total exchequer issues to the SPCR sector in the period under review amounted to Kshs.7.26 billion,
representing 13.3 per cent of the sector’s net estimates, comprised of Kshs.4.27 billion for development
expenditure, representing 25.6 per cent of development net estimates and Kshs.2.99 billion for recurrent
spending representing 7.9 per cent of recurrent net estimates, Table 4.10 shows the SPCR sector analysis of
exchequer issues and expenditure in the first three months of FY 2021/22.
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Table 410:  5PCR Sector-Analysis of Exchequer Issues and Expenditure (Kshs. Billion) -
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The State Department for Gender received the highest proportion of development exchequer issues to
development net estimates at 50 per cent, while the State Department for Labour recorded the lowest at 8 per
cent. The State Department for Culture and Heritage recorded the highest proportion of recurrent exchequer
: | : 255 bilethe State B for-Soeial P it Ten
and Senior Citizens Affairs recorded the lowest at 4.1 per cent. Figure 4.19 shows the exchequer issues to the
SPCR sector in the first three months of FY 2021722,
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Figure 4.19:  Exchequer Issues to the SPCR Sector
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The total expenditure for the SPCR sector amounted to Kshs.6.83 billion, representing 9.5 per cent of the
gross estimates, compared to 13.8 per cent recorded in a similar period of the FY 2020/21. This comprised of
Kshs.4.03 billion for the development budget representing an absorption rate of 12.4 per cent, compared to 5.3
per cent recorded in a similar period FY 2020/21, and Kshs.2.80 billion for recurrent expenditure representing
9.5 per cent of the recurrent gross estimates, compared to 17.2 per cent recorded a similar period, FY 2020/21.

The State Department for Gender recorded the highest absorption on development budget at 43.9 per cent
while the State Department for Sports recorded the lowest at 0.2 per cent. The State Department for Culture
and Heritage recorded the highest recurrent expenditure to gross estimates at 21.2 per cent, while the State
Department for Social Protection, Pensions and Senior Citizens Affairs recorded the lowest at 3.6 per cent.
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5 BUDGET PERFORMANCE BY PROGRAMMES

5.1 Introduction

This chapter analyses MDAs" budget financial performance by programmes in the first three months of
FY 2021/22. It presents budgel performance disaggregated into programmes to inform budget allocation
by programmes. to both development and recurrent votes. The Sectors are presented in alphabetical order.

5.2 ﬂ.grlcuhure Rural and Urban Develnpmem [;&RUD“} Sector

{?[} [I- per cent) I’ur develnpment activities and Eshs 23. 52 h1|l1ﬂn {31} 0 per cent) for rcn:urrent exp-:ndlture to
fund ten programmes. The analysis of ARUD sector programmes for the period under review is presented
in table 5.1.

Table 5.1: ARUD Sector’s Programme Performance (Kshs. Billion)
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Crop Development and Management programme under the State Department for Crop Development and
Agricultural Research received the highest budgetary allocation at Kshs.30.16 billion (38.3 per cent) of
the gross estimates for the sector. General Administration Planning and Support Services under the State
Department for Fisheries, Aquaculture and the Blue Economy had the lowest allocation at Kshs.237.91 million
of the gross estimates for the sector,

An analysis of programme performance shows that the Land Administration and Management under NLC
recorded the highest proportion of programme expenditure to its gross estimates at 35.7 per cent, while
Crop Development and Management programme under the State Department for Crop Development and
Agricultural Research recorded the lowest at 5.6 per cent.
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5.3 Education Sector

The Education sector’s budgetary allocation in the FY 2021/22 was Kshs.503.97 billion, comprised of Kshs.21.38
billion (4.2 per cent) for development activities and Kshs.482.60 billion (95.8 per cent) for recurrent expenditure
to fund 16 programmes. The analysis of Sector programmes in the first three months of the FY 2021722 is
presented in table 5.2.

Table 5.2:  Education Sector's Programme Performance (Kshs. Billion)
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The Teacher Resource Management programme under the TSC received the highest budgetary allocation
at Kshs.273.23 billion (54.2 per cent) of the gross estimates for the Education sector. Youth Training and
Development under State Department for Vocational Training and Technical Training had the lowest allocation
at Kshs.237.91 million of the gross estimates for the sector.

Analysis of programme performance shows that Primary Education under the State Department for Early
Learning and Basic Education recorded the highest proportion of programme expenditure to its gross
estimates at 30 per cent, while the General Administration, Planning and Support Services programme
under the TSC recorded the lowest at 2.3 per cent.Energy, Infrastructure and Information Communications
Technology Sector
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5.4 Energy, Intrastructure and Information Communications Technology Sector

In the FY 2021/22, the EI & ICT sector budgetary allocation was Kshs.342.23 billion, comprised of Kshs.252.17
billion (73.7 per cent) for development activities and Kshs.90.06 billion 26.3 per cent) for recurrent expenditure
to fund 29 programmes. Analysis of the EI&ICT Sector’s programmes in the first three months of the FY
2021/22 is presented in Table 5.3.

Table 5.3: El & ICT Sector’s Programme Performance (Kshs. Billion)
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The Road Transport programme under the State Department for Infrastructure received the highest allocation
at Kshs. 195.20 billion translating to 57.0 per cent of the total gross estimates for the sector, while the Geological
Survey and Geo-Information Management programme under the Ministry of Petroleum and Mining had
the lowest allocation at Kshs.0.19 billion.

Analysis of programme performance shows that the General Administration, Planning and Support Services
programme under the Ministry of Petroleum and Mining recorded the highest proportion of expenditure
to its gross estimates, more than 100 per cent. This is attributed to spending incurred towards oil prices
stabilization, while the Marine Transport Services programme under the State Department of Transport
recorded the lowest at 0.2 per cent.

5.5 Environment Protection, Water and Natural Resources Sector

In the FY 2021/22, budgetary allocation to the EPW&NR sector was Kshs.100.59 billion, comprised of
Kshs.76.10 billion (75.7 per cent) for development activities and Kshs.24.49 billion (24.3 per cent) for recurrent
expenditure to fund eight programmes. Analysis of the sector Programmes implemented in the first three
months of the FY 2021/22 is presented in Table 5.4.

Table 5.4: EPW&ANR Sector’s Programme (Kshs. Billion)

: B L Gross estimates Expenditure Absarption
VOTE Drogram e S e Rate (%)
Drevelopment Recurrent Tatal Dgvelapment Recurrent Tistal
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tion, Planning and 015 76 081 o1 12 0,13 144
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agernent
o Water and Sewerage
Ministry of Infrastructure Devsl- 33,54 323 3677 218 031 269 73
Witer, Sanltatlon
and Irrigation ?Pjﬂ“:‘::l T Lo
ATRRERIOD MVl LA 045 07l 10,36 117 09 126 122
Rechmation |
Water Storoge and -
A - 1LTH 119 - 0.2% X7
Flood Control e 5
Water Harvesting and
: 03 146 (K] | 0.5% o
éﬁlmage for Irrigation — e
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Water and Sewerage Infrastructure Development programme under the Ministry of Water and Sanitation
received the highest allocation at Kshs.36.77 billion, translating to 36.6 per cent of the annual estimates
for the sector, while the General Administration, Planning and Support Services programme under the
Ministry of Environment and Forestry had the lowest allocation at Kshs.0.42 billion (0.4 per cent) of the
annual estimates for the sector.

Analysis of programme performance shows that the Water Harvesting and Storage for Irrigation programme
under the Ministry of Water, Sanitation and Irrigation recorded the highest proportion of programme
expenditure to ils gross estimates at 24.1 per cent, while the Water Storage and Flood Control programme
under the Ministry of Water, Sanitation and Irrigation recorded the lowest at 12.1 per cent.

5.6 General Economic and Commercial Affairs Sector

In the FY 2021/22, the sector’s budgetary allocation was Kshs.22.33 billion, comprised of Kshs.7.11billion
(31.8 per cent) for development activities and Kshs.15.23 billion (68.2 per cent) for recurrent expenditure to
fund eight programmes. Analysis of the sector; programmes implemented during the period under review
is presented in Table 5.5,

Table 5.5: GECA Sector's Programme (Kshs. Billion)
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The Tourism Development and Promotion programme under State Department for Tourism received the
highest allocation at Kshs.5.68 billion, translating to 25.4 per cent of the gross estimates for the sector, while
the East African Affairs and Regional Integration programme under the State Department for East African
Community had the lowest allocation at Kshs.0.61 billion (2.7 per cent) of the gross estimates for the sector.

Analysis of programme performance shows that the Industrial Development and Investments programme
under the State Department for Industrialization recorded the highest proportion of programme expenditure
to its gross estimates at 33.5 per cent, while the Tourism Development and Promotion programme under the
State Department for Tourism recorded the lowest at 7.6 per cent.

5.7 Governance, Justice, Law and Order Sector

The GJLO sector budgetary allocation in the FY 2021/22 was Kshs.217.32 billion, comprised of Kshs.11.0 billion
(5.1 per cent) for development activities and Kshs.206.32 billion (94.9 per cent) for recurrent expenditure to
fund 25 programmes. Analysis of the GJLO sector programmes for the period under the review is presented
in Table 5.6.

Table 5.6: GJLOS Sector’s Programme (Kshs. Billion)
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Policing services under State Department for Interior received the highest allocation at Kshs. 100.57 billion,
translating to 46.3 per cent of the gross estimates for the sector, while the delimitation of Electoral Boundaries
under the Independent Electoral and Boundaries Commission had the lowest allocation at kshs. 102.0 million
(less than 1 per cent) of the gross estimates for the sector.

Analysis of programme performance shows that the Registration, Regulation and Funding of Political
Parties under the Office of the Registrar of Political Parties recorded the highest rti f

expenditure to its gross estimates at 42.5 per cent, while the General Administration, Planning and Support
Services under the State Department for Correctional Services recorded the lowest at 9.4 per cent,

5.8 Health Sector

The Health sector budgetary allocation in the FY 2021/22 was Kshs.121.09 billion, comprised of Kshs.56.22
billion (46.4 per cent) for development activities and Kshs.64.87 billion (53.6 per cent) for recurrent expenditure
to fund five programmes. Table 5.7 presents an analysis of the Health sector programmes performance for
the first three months FY 2021/22.

Table 5.7: Health Sector’s Programme (Kshs. Billion)
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YOTE Progrumme :::F t[il;];l‘tﬂn
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* RMNCAH-: Reproductive Matermal Neo-natal Child e= Adolescent Health

MATIOMNAL GIVERMMENT BUDGET IMPLEMENTATION REVIEVY REPOAT FOR THE FIRST QLIARTER
=l= LF FY 2021 /22




OFFICE OF THE COMTROLLER OF BUDGET

Analysis of the Health sector shows that National Referral & Specialized Services programme received the
highest budgetary allocation of Kshs.47.70 billion translating to 39.4 per cent of the gross estimates for the
sector, while the General Administration, Planning & Support Services had the lowest share at kshs.7 billion
5.8 per cent of the gross estimates.

Analysis of programme performance shows that the General Administration, Planning & Support Services
recorded the highest proportion of programme expenditure to its gross estimates at 20.5 per cent, while
Health Policy, Standards and Regulations recorded the lowest at 4.7 per cent.

5.9 National Security Sector

The National Security sector budgetary allocation in the FY 2021/22 amounted to Kshs.162.20 billion,
comprised of Kshs.5.08 billion (3.1 per cent) for development activities and Kshs.157.12 billion (96.9 per
cent) for recurrent expenditure to fund five programmes. Analysis of National Security sector programmes
financial performance in the first three months FY 2021/22 is presented in Table 5.8.

Table 5.8; MNational Security Sector's Programme Performance (Kshs. Billion)
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The Defence Programme under the Ministry of Defence received the highest allocation at Kshs.116.87
billion, translating to 72 per cent of the gross estimates for the sector, while the National Space Management
programmes had the lowest allocations at Kshs.200 million.

An analysis of programme performance shows that the National Space Management recorded the highest
proportion of programme expenditure to its gross estimates at 50.0 per cent, while the General Administration,
Planning and Support Services recorded the lowest at 17.6 per cent, both under the Ministry of Defence.

Land Defence sub-programme had the highest budgetary allocation of Kshs.70.56 billion and recorded the
highest expenditure of Kshs.18.58 billion in the first three months of FY 2021/22.

5.10 Public Administration and International Relations Sector

The PAIR sector allocation in the FY 2021/22 was Kshs 327.87 billion, comprised of Kshs.158.19 billion
(48.2 per cent) for development activities and Kshs.169.68 billion (51.8 per cent) for recurrent expenditure to
fund 39 programmes. Analysis of PAIR sector programmes performance in the first three months of the FY
2021/22 is presented in Table 5.9.
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Table 5.9: PAIR Sector's Programme Performance (Kshs. Billion)
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Analysis of the PAIR sector shows that the General Administration, Planning and Support Services under
Mational Treasury received the highest allocation at Kshs.62.66 billion, translating to 19.1 per cent of the
annual estimates for the sector, while the Performance and Productivity Management programme under
the Public Service Commission had the lowest allocations at kshs.34.43 million (less than 1 per cent of the
sector’s funding). *

Analysis of programme performance shows that the Public Service Transformation under State Department
for Public Service recorded the highest proportion of programme expenditure to its annual estimates at
30.3 per cent, while the Promotion of Administrative Justice under Commission on Administrative Justice
recorded the lowest at 0.5 per cent.

5.11 Social Protection, Culture and Recreation Sector
The SPCR sector budgetary allocation was Kshs.72.19 billion, comprised of Kshs.32.56 billion (45.1 per
cent) for development activities and Kshs.39.64 billion (54.9 per cent) for recurrent expenditure to fund

15 programmes. Table 5.10 presents an analysis of the Social Protection, Culture and Recreation sector’s
programmes performance in the first three months of FY 2021/22.
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Mational Social Safety Net under the State Department for Social Protection, Pensions and Senior Citizen
Affairs received the highest allocation at Kshs.29.21 billion, translating to 40.5 per cent of the gross estimates
for the sector, while General Administration, Planning and Support Services the State Department for Culture

and Heritage had the lowest allocation at kshs.118.46 million (less than 1 per cent) of the gross estimates for
—— thececior

An analysis of programme performance shows that Community Development recorded the highest proportion
of programme expenditure to its gross estimates at 50 per cent, while the Sports under the State Department
for Sport recorded the lowest at 1.9 per cent.
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6 KEY ISSUES AND RECOMMENDATIONS

6.1  Introduction

This chapter highlights the critical issues that affected budget implementation in the first three months of
FY 2021/22. Further, it provides recommendations aimed at achieving effective budget execution by the

government.

6.1.1 Qutstanding Key Issues and Recommendations from Prior Period

The FY 2021/22 budget aligns with the government priorities articulated in the Medium-Term Flan III
(2018-2022) of the Kenya Vision 2030. In this regard, this report takes cognizance of critical issues and
recommendations highlighted in the FY 2020/21 that were identified to affect budget implementation but
remain unresolved. These include; (1) delay in submission of quarterly financial reports by some MDAs to the
Controller of Budget office, (2) high reliance on external borrowing to fund the budget resulting in growth in
public debt, and (3) high usage of Article 223 of the Constitution to access additional funding immediately
after approval of the budget and financing of recurrent budget from loans and grants, There is a need for the
Mational Government to ensure that all critical issues are addressed promptly.

In the first three months of the FY 2021/22, the CoB identified the following issues that affected budget
implementation, namely delay in settlement of pending bills, failure to align budget to the activity implementing
sector, and non-adherence to MDAs’ cash plans and forecasts.

6.1.2 Settlement of Pending Bills

Accumulation of pending bills by MDAs and SAGAs affects the overall liquidity in the economy, especially
the private sector, hence negatively impacting the overall economic growth.

As of 30th September 2021, the MDAs has accumulated pending bills amounting to Kshs.52.88 billion,
while State-Owned Parastatals (including Semi-Autonomous Government Agencies had Kshs.371.52 billion
pending, accounting for 21.6 per cent of the gross ministerial development and recurrent budget. In the first
three months of FY 2021/22, the MDAs settled pending bills amounting to Kshs.3.79 billion, representing 7.2
per cent of the outstanding pending bills. This indicates slow payment considering that pending bills should
be budgeted as a first charge and paid without delay as provided in Regulation 42(1a) of the Public Finance
Management Act (national Government), Regulations, 2015.

The CoB, therefore, recommends that all MDAs ensure payment of pending bills is prioritised on a first-in-
first-out basis in the FY 2021/22 and in compliance with the law to aveid further accumulation of pending bills
and to enhance liquidity and growth of the economy. Nonetheless, there is a need for the National Treasury
to institute appropriate measures to ensure ineligible or unverified pending bills are not settled while at the
same time ensuring that questionable liabilities are resolved promptly.

6.1.3 Budget Allocation to Sectors

The MTP III currently being implemented by the Government involved aligning and implementing policies,
programmes and projects designed to achieve the "Big Four” Agenda of the Jubilee Administration. These
include; (1) Industrialization, Manufacturing and Agro-processing, (2) Affordable Housing, (3) Food and
Nutrition Security, and (4) Universal Health Coverage. The overall objective is to spur higher economic
growth and job creation, reduce the high cost of living affecting Kenyans, and increase access to quality and
affordable health care.

An analysis of the budgetary allocations to the ten sectors shows that the GECA sector received the lowest
budgetary allocation in the FY 2021/22. The sector is a significant player in job and wealth creation, industrial
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development, investments and trade promotion, tourism development, savings mobilisation and cooperative
development, regional integration and development. Manufacturing is one of the 'Big Four’ Agenda programmes.
To achieve this, more resources should be allocated to the GECA sector.

The CoB, therefore, recommends aligning and harmenising programmes and resource allocation to support
the “Big Four Agenda closely’. This will enhance the realisation of the Medium-Term Plan goals and national
priorities.

6.1.4 Adherence to Cash Plans and Forecast

During the reporting period, exchequer issues by the National Treasury to national and county governments
———were-Kshs67546-billion-representing 21.2-per-cent-ol-the-annual net-estimates compared- lo-17.7 percent

recorded 10 a similar period FY ZUZUZL Although the Trequency ol exchequer requests by MIXAS may vary,
an analysis of the exchequer issues to MDAs shows disproportional releases among the MDAs, with some
recording exchequers issues to net estimate abowve 50 per cent while others were recording below 10 per cent.
The performance is against a projection of 25 per cent on a pro-rata basis by the end of the first three months
of the financial year.

Section 29 (2) of the PEM Act states that “Every national government entity, other than a State Corporation,
shall submit an annual cash plan and forecast to - (a) the National Treasury in a form and manner and relating
to such periods directed by that Treasury; and (b) the Controller of Budget”.

The Cob, therefore, recommends that MDAs be funded according to their annual cash plans and forecasts
presented at the beginning of the financial year to ensure smooth budget implementation.
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7 EMERGING ISSUES

7.1 Introduction

This BIRR aims at presenting the budget performance by the National Government in the first three months
of FY 2021/22 to inform and improve budget implementation. In the period under review, the CoB has
identified emerging issues likely to hamper the implementation of the budget.

7.2 Management of Public Funds: Borrowing by State-Owned Enterprises

The State-Owned Enterprises (SOEs) are enterprises owned by the government and are formed to offer
commercial services to the general public, especially those services that the private sector is not willing to
provide for various reasons. They were created to ensure that the supply of goods and services are not entirely
left to market forces of demand and supply. SOEs are body corporates and have the legal capacity to contract
debts and other liabilities to finance their requirements. Examples of SOEs in Kenya include Kenya Airways,
Kenya Postal Corporation, and Kenya Pipeline, amongst others.

The SOEs’ performance, soundness, and stability have long-term consequences on the economy. Evidence
shows that over the years, some SOEs have recorded poor performance. This may be attributed to political
interference in the management of these enterprises and a lack of proper checks and balances. According to
the 2020 Central Bank of Kenya Financial Stability Report, it was found that SOEs had borrowed over Sh100
billion from the banking sector by 2019 and may have used long-term debt to meet operational expenses
rather than investing in assets, thus limiting productivity, expansion capacity and profitability. The decline
in profitability and cash flow problems aggravates indebtedness, increases reliance on fiscal support, and
financial sector vulnerabilities, raising serious fiscal risk and financial stability concerns. There is a likelihood
of increasing capital injection and requests for bailouts by the National Treasury to the SOEs facing financial
shortfalls and liquidity gaps. This is not sustainable in the long run.

Further, the COVID-19 pandemic has contributed to the deteriorating financial position of a number of the
SOEs, which has negatively affected the performance of organizations in both the public and private sectors,
a5 has been evident in the overall decline in the performance of the local economy. For example, the country’s
economic performance declined to 0.6 per cent in 2020 from 5.4 per cent in 2019, The SOEs have not been
spared either from the vagaries of the pandemic as a majority of the SOEs recorded losses arising from the
Covid-19 fall out during the period 2019 to date.

In April 2021, the Government set aside Kshs.36 billion to bail out Kenya Airways and Kenya Power and
Lighting Company as part of the stimulus package to bail them from liguidity challenges. To mitigate non-
delivery of services by loss-making SOEs, the National Treasury wrote off debts worth Kshs.37.06 billion
held by parastatals struggling financially in the year ended June 2021.

7.2.1 Borrowing by State-Owned Enterprises

The SOEs borrow to finance the strategic government development plans, The borrowing has increased
guaranteed and non-guaranteed public debt. The stock of publicly guaranteed debt decreased from Kshs.165.25
hillion in January 2020 to Kshs.162.61 billion in June 2021." The National Treasury has attributed this decline
in repayments made by indebted SOEs. Figure 7.1 shows the trend in the publicly guaranteed debt from
January 2014 to January 2021.

I puhlic debt Information and data isavailalle in the Medivm Term Debit Management Stmbegy Faper, monthly pubbic deb bulletin, Budget plinning docaments
which include Budget Review Outleak Paper and Badpet Policy Statement amang others,

MATIONAL GOVERMIMENT BUDGET IMPLEMENTATION FlE';.I'E'h'I.I' REPORT FOR THE ARST QUARTER
OF FY 2021 /22




OFFICE OF THE COMTHOLLER OF BLIDGET

Figure 7.1:  Trend in the Publicly Guaranteed Debt
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Public sector non-guaranteed debt covers debts contracted by SOEs with a sound financial position subject to
the National Treasury’s approval, Such SOEs borrow from domestic or external sources to finance strategic
and high priority projects in the government development plan. The non-guaranteed loans pose a contingent
liability risk and potential fiscal commitments to the national government.

Some SOEs have been advanced funding due to poor financial performance. They include; Kenya Airways,
Kenya Airports Authority, Kenya Railways Corporation, Kenya Power and Lighting PLC, Kenya Electricity
Generating Company PLC, Kenya Ports Authority, and three of the largest universities, including the University
of Mairobi, Kenyatta University and Jomo Kenyatta University of Agriculture and Technology.

7.2.2 Recommendations

Funds spent by the National Treasury to bail out SOEs can be applied to other development activities to create
assets and capital. Such an approach would help the government improve financial performance and reduce
public borrowing, thereby promoting overall economic growth in the long run, The CoB recommends the
following to enhance the performance of SOEs.

i Restrucfuriﬂg ufSGEs Ffrfﬂmfﬂg simifﬂrﬁmcﬂﬂns to eliminate duPIimtiun_

ii.  Enforcement of sound financial management to promote prudence in the use of public funds.

wi.  The Parent Ministries should only approve borrowing by SOEs with authority from the National Trea-
SUTY.

iv.  Timely auditing to provide checks and balances and timely identification of areas that require action,

v Privatization of non-performing and non-strategic SOEs can be turned around by market forces.
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8 CONCLUSION

This report sought to provide the budget performance for the National Government in the first three months
of FY 2021/22 covering the period July to September 2021, pursuant to Article 228 of the Constitution of
Kenya and Section 9 of the Controller of Budget Act.

The budget performance witnessed a slight improvement in the period under review compared to a similar
period in FY 2020/21. The receipts into the consolidated fund amounted to Kshs.782.21 billion compared
to Kshs.602.02 billion in the previous period. Similarly, exchequer issues to Ministries, Departments and
Agencies, Consolidated Fund Services and County Governments were Kshs.675.46 billion compared to
Ksh.494.67 billion in the first quarter of FY 2020/21. National government aggregate expenditure also increased
marginally to Kshs.631.52 billion from Kshs.595.03 in the reporting period. This trajectory heralds a positive
trend in budget performance. The encouraging performance can be attributed to the lifting of the restrictive
measures imposed to control the COVID-19 disease.

The CoB identified vital issues that hampered effective budget implementation in the period under review.
They included delay in settlement of pending bills by MDAs and SAGAs, thereby affecting the overall liquidity
in the economy, non-alignment of sector functions and programmes to budget allocations to support the
Government development plans under the “Big Four Agenda”, and disproportionate disbursements of
exchequers to MDAs.

The report has emphasised the need to adhere to the annual MDAs' cash plans and forecasts to ensure
timely release of funds to both levels of government, settlement of pending bills to spur economic growth,
the prudence in the use of public funds among the State-Owned Enterprises while adhering to principles of
public finance. Overall, there is a need for the National Government to ensure that all critical issues affecting
budget implementation highlighted in the BIRRs are addressed timeously.
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