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$E€MET
Foreword

The 2015 Budget Policy Statement (BPS) reaffirms the broad policies and
strategies outlined in the 2014 BPS, under a five pillar transformation program
covering: (i) creating a conducive business environment; (ii) investing in
agricultural transformation and food security; (iii) investing in first-class
transport and logistics; (iv) investing in quality and accessible healthcare services
and quality education as well as strengthening the social safety net to reduce the
burden on the households; and (v) supporting devolution for better service
delivery and enhanced economic development.

The implementation of programs under these five pillars is expected to raise
efficiency and productivity in the economy, and in tum, accelerate and sustain
inclusive growth, create opportunities for productive jobs, and secure livelihoods
of all Kenyans. This BPS, therefore, reiterates the Jubilee Covernment's priority
programs and structural reform measures to be implemented in the Medium Term
Expenditure Framework for 2015/16 -2017/18.

The resilience we have built over the years on account ofsound macroeconomic
managemenl has helped to sustain growth and assure macro stability. Growth
prospects remain strong. In 2013, the economy grew by 5.7 percent and is now
expected to expand by 5.3 percent in 2014, rising to 6.9 percent in 2015 and 7.0
percent over the medium term. As such the basic loundation for economic
transformation is now in place.

However, our economy remains vulnerable to external and domestic shocks, in
particular, to droughts and other weather-related shocks. At the same time,
inadequate investment over the years has also led to a significant decline in
productivity in the agricultural and manufacturing sectors, resulting in rising
imports and falling exports, compounded by weak transport system, inadequate
and expensive power and non-conducive business climate, including insecurity.

Therefore, through the various priority economic policies, structural reforms and
sectoral expenditure programs outlined in this 2015 Budget Policy Starement, the
Govemment is taking determined steps to address these challenges, bolster
resilience to shock and foster sustained high and inclusive growth as part of the
Strategy of achieving economic transformation for a Shared Prosperity. Our
agenda focuses on how to lock-in a solid, sustained and balanced growth that
opens economic opportunity and provides a better future for all Kenyans. We are.
in this regard, focusing on programs to end poverty through job creation, taking
economic groMh as a means to an end - entrenching human lives, engendering
human potential and developing progress so as to secure prosperity for all
Kenyans. \

MR. HENR
CABINET NATIONAL 'I'REASURY
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The Budget Policy Statement is published in accordance with Section 25 of the public Finance
Management Act" 2012. The law states that:

l) The National Treasury shall prepare and submit to Cabinet the Budge! policy Statement for
approval.

2) The National Treasury shall submit the Budget Policy Statcment approved in terms of
subsection (l) to Parliamcnt, by the 156 February in each year.

4) The National Treasury shall include in the Budget Policy Statemenr-

(a) an assessment ofthe current state ofthe economy and the financial outlook over thc
medium term, including macroeconomic forecasts;

(b) The financial outlook with respcct to Government revenue, expenditures and bonowing for
the next financial year and over the medium term;

(c) the proposed expenditurc limits forthe national govcmment, including those of parliament

and the Judiciary and indicative transfers to county govemments; and
(d) the fiscal responsibility principles and financial objectives over the medium term including

limits on total annual debt.

5) In preparing the Budget Policy Statcment, the National Treasury shall seek and take into
account the views of:-

(a)

(b)
(c)

(d)
(e)
(0
(s)

The Commission on Revenuc Allocation;
County governments;

Controller of Budget;
Thc Parl iamentary Service Commission;
The Judicial Servicc Commission;
The Public; and

Any other intercsted persons or groups

6) Regulations madc under the PFM Act shall prcscribe circumstances and the manncr in which
persons or groups may make wriBen or oral representations about the contents ofthe
statement-

7) Parliament shall, not later than 14 days after the BPS is submitted to Parliamcnt, table and
discuss a repon containing its recommendations and pass a resolution to adopt it with or
without amendments.

8) The Cabinet Secretary shall take into account resolutions passed by Parliament in finalizing
the budget for the relevant financial year.

9) The National Treasury shall publish and publicize thc Budget Policy Sratemcnt not later than
l5 days aftcr submission ofthe Statement to Parliament.

2015 Budget Policy Statement Page vii

Leqal Basis for the Publication of the Budsct Policv Statement

3) ln preparing the Budget Policy Statement, the National Treasury shall set out the broad
strategic priorities and policy goals that will guide the national govemment and the county
govemments in preparing their budgets both for the following financial year and over the
medium term.



Fiscal Resoonsibilitv Princioles for the National and Countv Governments

In line with the Constitulion, the new Public Finance Management (PFM) Act,2012,

sets out the fiscal responsibility principles to ensure prudent and transparent

management of public resources. The PFM law (Section l5) states that:

l) Over the medium term, a minimum of 30 percent of the national and county

budgets shall be allocated to development expenditure

2) The national govemment's expenditure on wages and benefits for public officers

shall not exceed a percentage of the national govemment revenue as prescribed

by the regulations.

3) The county govemment's expenditure on wages and benefits for its public

officers shall not exceed a percentage of the county govemment's total revenue

as prescribed by the County Executive member for finance in regulations and

approved by the County Assembly.

4) Over the medium term, the National and County Govemment's bonowings shall

be used only for the purpose of financing development expenditure and not for

recurrent expenditure.

5) Public debt and obligations shall be maintained at a sustainable level as approved

by Parliament for the National Covernment and the county assemblies for the

County Governments.

6) Fiscal risks shall be managed prudently; and

7) A reasonable degree of predictability with respect to the level of tax rates and tax

bases shall be maintained, taking into account any tax reforms that may be made

in the future.
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I ENHANCING
TRANSFORMATION FOR
PROSPERITY IN KENYA

Overview

l. The 2015 Budget Policy Statement (BPS), the second to be prepared
under the Jubilee Government, reaffirms the broad policies and strategies
outlined in the 2014 BPS, under a five pillar transformation program covering: (i)
creating a conducive business environmenl; (ii) investing in agricultural
transforma(ion and food securityl (iii) investing in tirst-class transport and
logistics; (iv) investing in quality and accessible healthcare services and quality
education as well as strengthening the social safety net to reduce the burden on
the households; and (v) supporting devolution lor better service delivery and
enhanced economic development.

2. The implementation of programs under these five pillars is expected to
raise efficiency and productivity in the economy, and in turn, accelerate and
sustain inclusive groMh, create opportunities for productive jobs, and secure
livelihoods of all Kenyans. This BPS, therefore, reiterales the Jubilee
Govemment's priority programs and structural reform measures Io be

implemented in the Medium Term Expenditure Framework for 20 I 5/ 16 -
2017/t8.

3. The 2015 BPS is framed against a backdrop of uneven and sluggish
global recovery. World economic output is expected to strenglhen gradually from
3.3 percent in 2014 to 3.5 percent in 2015, driven mainly by growth in advanced
economies that are projected to increase fiom a growth of 1.8 percent in 2014 to
2.4 percent in 2015. Clobal growth will receive a boost from lower oil prices,
which reflect to an important extent higher supply of oil. But this boost is
projected to be more than offset by negative factors. including investment
weakness as adjustment to diminished expectations about medium-term groMh
continues in many advanced and emerging market economies.

4. In Sub-Saharan Africa, growth is expected to weaken from 5.2 percent in
2013 to 4.8 percent in 2014 and 4.9 percent in 2015 on account of commodity
prices especially oil and sluggish growth in South Africa. Growth is expected to
pick up in 2016 at about 5.2 percent driven by sustained infrastructure
investment; buoyant services sectors, and strong agricultural production, even as

oil-related activities provide less support for the oil producers. ln a few countries,
economic activities are facing headwinds from the recenl ebola outbreak (Guinea,
Liberia and Sierra Leon), inappropriate domestic policies (South Africa), and

more recently, macroeconomic imbalances (Ghana and Zambia).

5. On the domestic front, growth prospects remain strong, inflation has been

contained at single digit, interest rates are trending downwards and exchange rate

ECONOMIC
A SHARED



is broadly stable, public debt remains sustainable and both fiscal and external
buffers have been strengthencd, despite the downside risks associated with the
sluggish global recovery. The resilience built over the year on account of sound
macroeconomic management has helped to sustain growth. As result, the
economy rebounded from 0.2 percent in 2008 to 8.4 percent in 2010, before
slowing down to 6.1 percent and 4.5 percent in 201 I and 2012, respectively. In
2013, the economy grew by 5.7 percent and is now expected to expand by 5.3
percent in 2014, rising to 6.9 percent in 2015 and 7.0 percent over the medium
term.

6. Today, Kenya is considered a "frontier" economy with bright prospects.
As such the basic foundation for economic transformation is now in place.
However, our economy remains vulnerable to external and domestic shocks, in
particular, to droughts and other weather-related shocks, the frequency of which
has increased in the recent past, given the prevalence of rain-fed agriculture and
high dependency on hydro-power generation. At the same time, the growing
integration to global markets, while creating new financing opportunities,
exposes our economy to more vulnerability, especially due to changes in global
risk sentiments.

7. Inadequate investment and inappropriate incentive structure over the
years have also led to a significant decline in productivity in the agricultural and
manufacturing sectors, resulting in rising imports and fhlling exports. These
challenges have been compounded by poor conditions of transport and logistic,
inadequate and expensive porver and non-conducive business climate, including
insecurity. In addition, the emerging high and unsustainable recurrent
expenditure, weak budget execution and fiscal related challenges surrounding
devolution, if not addressed will continue to constrain the economv from
achieving its t'ull potential.

Enhancing Economic Transformation for a Shared Prospcrity

8. Through various priority economic policies, structural reforms and
sectoral expenditure programs outlined in this 2015 Budget Policy Statement, the
Government is taking determined steps to address these challenges, bolster
resilience to shock and foster sustained high and inclusive grorvth as part of the
Strategy of achieving economic transformation for a shared prosperity. Therefore,
our agenda focuses on how to lock- in a solid, sustained and balanced growth that
opens economic opportunity and provides a better future lor all Kenyans. We are,
in this regard, focusing on programs to end poverty through job creation, taking
economic growth as a means to an end - entrenching human Iives, engendering
human potential and developing progress so as to secure prosperity for all
Kenyans.

Z 2015 Budget Policy Slatement
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Pillar I: Creating a Conducive Business Environment for Employment

9. As stated in 2014 BPS, the objective of the reforms under Pillar I is to
create conducive business environment by maintaining (i) macroeconomic
stability, (ii) deepening structural and govemance reforms; and (iii) improving
security so as to encourage innovation and investment, foster growth and

expansion of economic and employment opportunities in Kenya.

Macroeconomic Stabilitv for Sustained Growth and eveloomentt)

10. Maintaining macroeconomic stabiliry is necessary to create a conducive
environment for private sector investments as a basis for sustained broad-based
economic grorvth, and ultimately, expanded economic opportunities and poverty
reduction. As such the Government will continue to pursue prudent fiscal and

monetary policies that are supportive of accelerated inclusive growth and

development.

I l. To anchor rnacro stability, fiscal policy strategy recognizes that available
resources are scarce and hence the need to efficiently apply them only on priority
programs with the highest impact on stated objectives, but within a medium term
framework of sustainable debt and strong financial position. As outlined in 2014
BPS, this will be achieved by maintaining a strong revenue effort and containing
the growth of total expenditure, while shifting composition of expenditure from
recurrent to capital expenditure and eliminating unproductive expenditures.

12. However, based on the outcome of the first half FY 2014/15, additional
measures will be needed to expand revenue effort, contain and re-orient
expenditures towards priority capital and entrench expenditure efficiency.
Measurable and time-bound milestones in the program areas will be developed
and their implementation by concemed Ministerial Departments and Agencies
monitored and regularly reported.

13. Similarly, the monetary policy over the MTEF period aims to maintain a

low rate of inflation of around 5 percent, strengthen thc international reserves

position to over 4.5 months of import cover and to provide space for sustainable
increase in credit to the private sector to support productive activities. lt also aims
to deliver low and stable interest rates and exchange rates in support of growth
and employment creation objectives.

Structural Reforms to Facilitate Business and Ernp lovment Growlh

14. Deepening structural reiorms is essential in improving economy-wide
efliciency and increasing tolal factor productivity (TFP) which is needed to
accelerate and sustain high inclusive growth. A number of measures have been

initiated in the first year of 2014 BPS with the objective of creating a more

conducive business environment and improving efficiency and etTectiveness of
public service delivery so as to facilitate private sector growth.

3 2015 Budget Policy Statement



15. Governance: Economic transformation requires institutional renewal and
strengthening that spurs efficiency and productivity gains. While progress has
been achieved on the govemance front, additional measures will be required to
fu(her entrench good governance and zero-tolerance to corruption. As such and
as was outlined in 20 l4 BPS, the Ethics and Anti-Corruption Commission, in
consultation with the key stakeholders, will in 2015 develop a Medium Term
Governance Stralegy for a Shared Prosperity.

16. The implementation of this strategy will be underpinned by a measurable
time-bound Governance Action Plan, setting specific prioritized governance and
anti-corruption interventions in the areas of; (i) corruption prevention; (ii)
investigation and recovery of corruptly acquired assets; and (iii) strengthening
prosecutorial capacity. This will be developed by end-May 2015 to monitor
implementation progress. ln addition, EACC will spearhead, by end-May 2015,
the development of the Kenya Integrity Program (KIP) proposed in the 2014
BPS, partly to entrench Code of Conduct and vetting of public officers. These
measures will enhance effectiveness and accountability in the fight against
corruption in Kenya.

17. PFM Ottersight Institutions: Good progress has been achieved in
strengthening the institutional capacity of the public financial management
oversight agencies to ensure efficiency, effectiveness, transparency and
accountability in the use of public finances. Going forward, the National
Treasury, Office of Controller of Budget, Office of the Auditor General and
Public Procurement Oversight Authority will develop by end-May 2015 develop
a capacity building and system development action plan for implementation
starting FY 20'15/16. Requirement for timely financial reporting and publication
will be enforced fully across National and County Covernments to enhance
transparency and accountability.

18. Expendilure Monagenrcnt: As emphasized in 2014 BPS, transformation
entails instituting measures to enhance etlciency and productivity in production
and service delivery so as to unleash the economy's full potential. While civil
service rationalization is progressing well, more still needs to be accomplished to
improve efliciency and effectiveness in public resourcc utilization and budget
execution. To this end, the National Treasury will, in 2015, institute and strictly
enflorce, among others. the lollowing mcasures:

. Underlake a rationalization of public expenditures to identify and remove
expenditure overlaps and waste;

. Develop asset leasing policy tiamework that entrenches at least 40
percent local content to spur industrialization, drive growth and create
j obs.

. Starting FY 2015/16, the Treasury will establish an ef}'ective insritutional
capacity to rollout asset leasing in all Ministries, Departments and
Agencies;

2015 Budget Policy Statement4
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Develop in the first half of FY 2015116. a framework for enforcing cost
benchmarks tbr projects and consumables;

Conduct in 20 l5 value for money audit tbr consumables in MDAs over
the last three years and implement a corrective action;

Conduct every year, at least one Public Expenditure Tracking in any
sector where there are value for money concemsi

Entrench program budget and enforce performance benchmarks for
execution ofthe development budget ofat least 80 percent by all MDAs;

Make fully operational the lntegrated Financial Information Management
System (lFMlS) as an end-to-end transaction platform in all MDAs and
County Govemments, and in particular, operationalize the Procure-to-Pay
module in all MDA before end of 2015; and

Undertake independent audit ofthe IFMIS in 2015 to ensure its integrity
and operational capability.

19. Tar and Revenue Refirms: Much progress has been achieved towards
broadening the tax base and improving revenue administration. Some of the
measures implemented recently include; enactment of income tax regime for the
extractive industry; re-introduction of capital gains tax with effect from January
2015, introduction of VAT withholding of 6 percent out of the l6 percent and
rolling out iTax. The Medium Term Strategy, therefore, focuses on further
deepening tax reforms in order to broaden the tax base, reduce compliance cost,
facilitate private sector growth and enhance revenue yield as part of measures to
strengthen revenue effort.

20. The strategy on tax and revenue reforms aims to grow revenue efforts by
at least 0.3 percent ofGDP by FY 2017/18, wirh a growth ofat least 2 percent of
GDP achieved in FY 2015/16. To achieve this, the Narional Treasury, working
with Kenya Revenue Authority, will develop and implement specific measurable
tax policies and revenue administration reforms in the following areas:

Simplification of the tax systems and enactmenl of modern tax laws for
bener compliance and ease of doing business. The National Treasury will
in 2015 submit to the National Assembly for debate and enactment the
Excise Duty Bill, and Tax Procedure Bill. Similarly, the review of the
Income Tax Act will be completed by end-2015 and, subsequently
submitted to National Assembly in early 201 6;

Further implementation of tax modemization and revenue administration
relorms covering digitization of revenue collections, enhanced taxpayer
recruitmenl and education program, strategic tax audit and risk profiling,
and a simplified tax regime for the informal sector. These measures are
expected to streamline tax administration systems, improve e{Ticiency in
tax collection and enhance taxpayer services, thus reducing the cost of
compliance.

5 2015 Budget Policy Statement



Submit for enactment the two Bills on re-organization ol Kenya Revenue

Authority into two semi-autonomous but inter-dependent agencies - the

Inland Revenue Agency and the Customs and Border Protection Agency.

Thereafter in 2015, the National Treasury, upon enactment of the two
Bills into law, will commence the process lor making the agencies

operational, including developing a framework for entrenching
compelency and integrity into the two organizations.

21. The objective of financial sector reforms remains as stated in the 2014

BPS - to create a robust, accessible, eflicient, stable and a gtobally competitive
financial sector that promotes mobilization of high levels savings to finance
priority development. Building on the progress made thus far, the Covernment
will implement additionat measures to further deepen and strengthen the financial
sector. In particular, in 2015, the Nairobi Intemational Financial Centre Authority
will be made fully operational, the new Central Bank ofKenya Bill and Financial
Services Authority Bill (bringing together the lour financial regulators), will be

submitted to the National Assembly for debate and enactment.

22. Further, to safeguard Kenya's economy against financial instability, CBK
will strengthen the prudential oversight framework and effectively manage risks
associated with rapid credit growth, rising cross-border operations and expansion

of banks activities into holding goups. The Central Bank will prepare an action
plan to strenglhen its stress testing framework and methodology lor both micro
and macro-prudential supervision and augment staff capacity. Further, by end-

April 201 5, the Bank will carry out a survey ol banks' risk exposure to mortgages

and will take remedial actions to address vulnerabilities. The Bank will also
review and strictly implement the Prudential Guidelines on Risk Classification of
Assets and Provisioning, and regularly report progress.

23. Equally, starting March 2015. CBK will require banks to provide on

monthly basis; (i) detailed information on restructured loans; and (ii) data on

loan-loss recovery rates. Furthermore, a strong institutional and supervisory

framework - the Financial Stability Council will be established as an apex body

lo oversee the overall financial stability in the country. As a first step towards

this, and to safeguard our financial system from external risks, the Bank will by

March 2015, develop an assessment framework ofthe supervisory and regulatory
framework of host supervisors in order to improve cross-border banking
oversight.

24. To strengthen market conduct olfinancial players and protecl consumers.

an institutional tiamervork for financial sector market conduct including
consumer protection will be put in place. In addition, to create a financially
literate society, a national strategy tbr financial education will be developed in

2015 and enforced. In addition, necessary reforms rvill be put in place to promote

regional financial services integration with the ob.iective to facilitate trade, enable

cross-border operations and movement of capital

6 2015 Budget Policy Statement
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25. Further Public Seclor Reforms: As part of the strategy to enhance
eflciency and productivity for our economic transformation agenda, the
Govemment will overhaul, by end of 2015, the legal and regulatory framework
goveming the parastatal sector so as to strengthen governance, improve
accountability, reduce budgetary transfers for current spending.

26. The envisaged reforms in this area include: (i) separating the commercial
activities from regulatory and policymaking functions to improve service
delivery; (ii) establishing a modern governance framework to increase efficiency
and accountability (including transparent rules for the appointment of boards and
management team, as well as Codes of Conduct, professional ethics and
performance managemenl);and (iii) rationalization of the number of state
corporations to eliminate duplication and overlaps and make them more effective
in service delivery, and (iv) the establishment of Government Investment
Corporation (CIC) as a holding company for the commercial parastatals.

27. Further Business Regulatory Reforms: Reducing cost of doing business
and encouraging private sector innovation, entrepreneurship and business
expansion is a key prerequisite to a strong and sustained high growth and poverty
reduction. As such the Government will develop and implement, starting March
2015, a Business Regulatory Reform Strategy to raise Kenya's global ranking
under the World Bank Doing Business Indicators to not more than 50 by end of
2016. This strategy will focus on measures lo improve Kenya's ranking under
specific indicators of interest to small businesses and ordinary Kenyans. In
panicular. the Govemment will:

. Reduce procedures, time and cost of starting business, getting electricity
and regislering for property by at least 80 percent in 2015;

. Reduce procedures, time and cost of getting construction permit and
paying taxes by 50 percent and 60 percent, respectively in 2015; and

r Make accessing credit and trading across counties and borders.

28. Building on the progress achieved thus far, lhe Govemmenl will, by end-
September, 2015, further simplify and modemize business regulatory regimes,
rationalize all regulatory fees and other charges and establish an institutional and
legal framework for the management of regulatory charges, including those
imposed by county governments. Equally, key public services will be automated
end-to-end and at least 500 inbound payment service transactions digitalized by
end of 2015 in order to haslen service delivery, reduce transaction cost and
safeguard revenue. Among others: eRegistry, land transaction services, business
registration, motor vehicle and drivers license services and services under the
registration of persons, including passport, work permits and visa application,
will be digitized and made operational online.

29. Besides the virtual service delivery portal, adequate resources will be
provided in FY 2015/16 to make operational a state of the art one-stop-
investment-shop and expand the one-stop public service centres (Huduma

-T 2015 Budget Policy Statement



30. The strategy on security recognizes that without security the economy
will not grow on a sustainable basis and the objective for creating jobs for
Kenyans will not be realized. Therefore, our security strategy lbr the medium
term lays emphasis on strengthening coordination among security agencies.

scaling up investments towards modemization, enhancing securily operations and

investigations, building professional capacity ol the fbrce and strengthening
partnership with communities.

3 I . As outlined in 20 14 BPS. among others, the following reforms and

modernization programs will be implemented over the medium to enhance
security in Kenya:

Continued investment in security infrastructure covering housing,
offices, security installations and training f'acilities, despite slow
progress in FY20l4/15. Building on the program implementation
experience so far, it is now apparent that altemative practical and

laster ways of delivering key priority projects will need to be adopted
so as to deliver on the Government's transformative agenda.

The on-going slum upgrading and youth empowerment proiects
present practical lessons for police housing. In this respect, an lnter-
Agency Framework will be developed by the Ministry of Land,

Housing and Urban Development and incorporating the National
Youth Service that is under the Ministry of Devolution among others,

to construct, using affordable and faster panelling technology, at least

15,000 green housing units (with water harvesting, natural light, solar
lighting and bio-digester systems) for the National Police Service in
FY 201 5/16. 'fherealler, the Government will, under a similar
arrangements. construct at least 20,000 green housing units annually
over the medium term to cover the outstanding housing needs of
police and other disciplined oflicers:

Establish by April 2015 a "Security Housing lnfrastructure
Development Fund" to hold and disburse all mobilized resources
(budgeted allocation, finances fiom bilateral and multilateral panners

and revenue generated liom subsidized rents payables) to finance the

housing, oftice blocks and installation of infrastructure fbr the

National Police Service and other uniformed offlcers.

2015 Budget Policy Statement

Centres) to reach all counties. At the same time, the two bills - the company bill
and insolvency bill, currently before Parliament, will be passed into law before
end-September 2015; a policy on preferential debtors and creditors will be

developed to facilitate the implementation ofthe new insolvency framework. The
Govemment will also make fully operational, by June 201 5, the declaration
module under the Single Window to provide one-stop- shop for faster import
clearance of cargo.

Enhancinq Securitv for Sustained Grorvth and Emplovntent



Lease another 800 motor vehicles in Fy 2015/16 (over and above the
2,700 expected to be leased by end of Fy 2014/15) and thereafter 500
motor r/ehicles annually over the medium term to facilitate mobility
and enhance security operations,

To entrench the anticipated efficiency and economy gains in
government transportation, an effective institutional framework for
motor vehicles fleet management will be established by the National
Treasury to cover both leased and all other govemmenl motor vehicle
throughout the country;

Further invest in acquisition and upgrading of contemporary, modem
and state-of-the-art security equipment and systems, including
technology-based border and park surveillance and control systems, to
enhance the capabilities ofour security forces:

An 
.institutional and legal framework for border security will be

established and made operational in 2015;

lnvest in expanded modern and functional command and control
system as well as establish and make operational a system_wide
forensic laboratory 

.through a private finance initiativ" lenly to
enhance crime investigation;

Fast-track completion and deployment of security surveillance system
tbr urban centres and neighbourhoods to deteci, deter and to avail
digital information for purposes of keeping criminals out of our
communities and neighbourhoods. The Govemment will also develop
by end-May 2015, in partnership with county governments, standards
and guidelines for installation of integrated closed-circuit television
(CCTV) systems in all urban building;

Strengthening of the partnership with County Governmens,
communities and neighbourhoods will be a central pillar in the
strategy lo secure lives and property. As part of this initiative, the two
levels o.f govemments will prioritize in their budgets the expansion of
street lighting and rehabilitation of alcohol and drug addicts
throughout lhe country;

Re-organize and strengthen the institulional capacity of the security
agencies, especially in the key flunctions of h"tA operation;,
investigation, education and enforcement, as well as uphLlding of
professional standards in the force.

Undertake a comprehensive training program on modern personnel
manag€ment and policing, recruit of professionals to help drive
critical reforms in the security Sector.
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32. The Government has been promoting the use of ICT as a means of
reducing the cost of doing business through laying of the Optic Fibre Backbone

Infrastructure. Last Financial year a totBl of2,l00km have been laid and by the

end of20l4/15 financial year, a total of4,300km will be in place. Moreover the

Govemment has identified use of ICT as one way to promote transparency and

accountability by adopting E-procurement. To provide these services, NOFBI,

County Connectivity and KTCIP Projects have played a great role lCT has

improved the delivery of Government Services like in Huduma Kenya' It is

therefore important that the Govemment continues to provide funding to access

ICT infrastructure and services in all sub counties across the country'

33. Kenya has identified Konza Techno City as one ofthe key projects to help

the country become the ICT Hub in the region. The project is being implemented

in phases, with phase one covering four hundred (400) acres' To facilitate the

creition ol the City, the Government has already hired an lntemational

Consulting firm. Phase one of this project was launched on l5th December,20l4'
The Goveinment will therefore continue to provide funds to facililate provision

of infrastructure that will attract investors to this important investment project'

Reducins the cost of doing business throu h ICT

rtl:A tc ral l ransfb n and Foo un

34. The economic transformation for a shared prosperity agenda will not be

achieved without substantive investment in agricultural reforms and productivity

enhancement. Majority ofthe population live in rural areas' mostly dependent on

agriculture and therefore increasing agricultural productivity would thus be a

powerful way to raise incomes and make lasting inroads into poverty reduction' It

would also facilitate overall industrialization, export and in turn, economic

transformation.

35. Investing in agricultural transformation will spur an inclusive economic

growth with knock-on effects on related sectors of the economy such as agro-

f,rocessing; storage and transport; wholesale and retail; construction; financial

iervices is well as expo( diversification and growth. Expanded agricultural

output will also increase food supply, reduce food related prices and bring down

the cost of living, create employment and promote overall rural development'

36. The Government through the Ministry of Agriculture will develop a

comprehensive translbrmation strategy and a time-bound measurable action plan

focusing on unlocking agricultural productivity among smallholder and livestock

farmers-as well as commercial farmers before end-May 2015. A key pillar of this

strategy will be the securing of markets/forward contracts and sustaining

production and supply ofquality and standardized agriculturaI products' '

37. The strategy will also prioritize investments in; research and extension

services (soil ,t anug.ment, high yielding seeds and technology application),

agro-ecological zoning and re-organization of farmers into viable cluster groups
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to reach economies of scale. It will also align resources in other sectors towards
key infrastructure upgrade, including training facilities, produce handing, storage,
agro-processing and value addition facilities as well as access roads and
affordable energy and water. A framework for agricultural fertilizer and seeds
subsidy digitization, including introduction ofevoucher system will be developed
and deployed to electronically register and effectively target deserving farmers
nationally so as to ensure accountability in the subsidy program.

38. The Government will also, in partnership with financial sector players as
well as multilateral and bilateral partners, structure financial instruments (Agri-
Business Fund) to support alternative agricultural initiatives amongst smallholder
farmers, expand agri-business ventures and support crop-specific value addition
initiatives. Given the challenges of climate change, the Govemment will, initiate,
in 2015/16, a program on smart and organic agriculture (conservation
agriculture), starting with some specific regions, in order to drive and sustain
agricultural output and create more employment, especially for the youth in rural
areas.

39. The further recognizes the important role of youth in sustaining lood
security and raising agricultural productivity throughout the country. As such. a
comprehensive green agri-business initiative involving provision of farmers'
irrigation kits, fish ponds, water harvesting and tree planting will be rolled out
through an inter-Agency Framework by the Ministry of Agriculture and
incorporating the National Youth Service under the Ministry of Devolution and
Planning and the Ministry of Education. This project will be initiated in all
secondary schools in FY 201 5/ I 6 and expanding it to cover at least 5,000 primary
schools annually, over the medium term. This project is expected to improve
nutrition, provide income generation to schools and develop future agri-business
farmers in our society.

40. The one million acre Galana/Kulalu Ranch Irrigation remains a priority
economic transformation project, covering; production, harvesting and storage,
agro-processing, packaging and distribution and marketing - creating at least 2
million jobs along the agriculture supply chains. The development of the pilot
phase of 10,000 care irrigation has commenced, although behind schedule. Its
completion will provide lessons on the performance of various crops in the
Galana ecosystem and help establish hydrological conditions for water supply
going forward.

41. As we rollout the Galana/Kulalu lrrigation Project and bring on board
additional schemes and new areas under a similar development fiamework, a

critical success factor will be an institutionalized coordination framervork to plan.

develop infrastructure and establish a sustainable business model for the project.
Therefore, the Government will, in 2015 establish, key among others; (i) an lnter-
Ministerial Committee for Calana/Kulalu and any other designated scheme; (ii)
an lntegrated Agricultural Agency - bringing together the National lrrigation
Board, Agricultural Developmenl Corporation and Agricultural Finance
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Corporation; and (iii) establishment of Kenya lntegrated Agricultural lrrigation
Fund to receive, disburse, manage and account fbr irrigation funds.

42. This institutional framework will be expected to effectively coordinate the
planning and execution ofthe Galana,/Kulalau project and any other scheme that
may be designated. ln addition to setting realistic time-bound targets, the new
institutional framework will develop targets, in partnership with key stakeholders,
for specific crops to assure food security, initiate programs along the value chain
to create jobs, spur industrialization and grow exports. These initiatives will be
complemented by policy and legal requirement for at least 40 percent local
content in irrigation and other plant and technology investment along the
agricultural value chain within the irrigation project ecosystem.

43. As already noted, increased agricultural productivity spurs growth of
industries and exports, which are essential for structural translormation of our
economy. lt is for this reason that the Covernment has identified manufacturing
sector as catalysl lbr moving our economy up the value chain and in particular
adding value to agriculture so as 10 grow and diversif, export for job creation, To
this end, the Covernment will develop a two-pronged strategy focusing on both
the Iarge modern technology industries and small cottage industries that produce
for the local and regional markets.

44. As part of this strategy, the Government will prioritize and facilitate the
establishment of modern and technology-based green industrial parks under the
Special Economic Zones along the railway lines from Mombasa to Westem
Kenya (including the shores of L Victoria) and within the proximity of
geothermal wells. These will provide cheaper and faster transport and logistic,
access to near free steam and rvater, cheaper geothermal power and leverage
other by-products for industrial. livestock and agricultural development. More
specifically, priority will be given to establishment of modern industrial parks at
Voi, Athi River, Naivasha (geothermal) and Menengai in Nakuru under phase l.
The second phase will cover strategic locations within common borders,
especially at the shores of L Victoria, Lokichogio and Marsabit so as position
Kenya as a manufacturing hub fbr the region.

45. The Covernment will, therefore in 2015 make operational Special
Economic Zones to attract foreign direct investment with new industrial
technologies. This will help to expand and diversify industrial outputs, grow
economy and create productive jobs for our youth. ln addition, a framervork fbr
applied technology and anisanry training will be developed and implernented to
equip our labour force with technical skills and turn them into productive factor
of production. Furthermore, the Govcrnmenl. working with Development
Partners, will put in place a program to support Small and Medium Enterprises to
acquire small industrial plants lor value addition ol agricultural produce and
products currently produced under the Jua kali.

1
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46. Over the medium term, the Government will facilitate the modernization
and establishment of labour-intensive exporl-based industries, such as textile,
leather, agro-processing, beef and fish processing, among others, as key drivers
of agricultural transformation, value addition and industrialization. To achieve
objective, the Ministry responsible for industries will, among other initiatives:

. Develop an industrial transformation strategy by end-April,20l5;

. lnitiate and finalize industrial park cluster designs and incentive
structure by endJuly 201 5;

t Undertake a modemization program for all Kenya Industrial Estate
Shades and Constituency lndustrial Centres;

. Reform the standards and quality enforcement framework to assure
strict adherence to standard mark of quality by all manufacturers,
importers and traders; and

. Further entrench Buy-Kenya-Build-Kenya policy in all public
procurement and most ofthe local purchases.

47. The Buy-Kenya Build-Kenya policy will focus on developing and
manufacturing locally quality product lines that can compete with imports, such
as fumiture, office supplies. construction materials, consumer and electronic
products, without any subsidies or protection by the Govemment. Further, a
policy and legislation requiring leasing of motor vehicles by Government
agencies to have local content ofat least 40 percent will be introduced in 2015.
This measure is expected to encourage motor vehicle assembling, support growth
of backward and forward industries, boost secondary market of vehicles and
generate add itiona I employment opportunities

Emnowerins the Youth and Women for Employment Creation

48. The Government is cognisant of the fact that unless we invesl in the
potential of the youth and women, we will not achieve a real demographic and
gender dividends in the future. The medium term strategy for youth and women
empowerment, therefore, builds on the on-going initiatives (UWEZO Fund,
Youth and Women Enterprise Development Funds) and expands into new
program areas aimed skills development and access to credil to enable this group
be the dynamic drivers of growth and employment creation. .

49. It is for this reason, that we will continue to use a multi-facetted approach
aimed at equipping the youth and women with the requisite skills and
competencies; building their entrepreneurial capacities; investing in labour
intensive sectors to generate jobs; engaging them in national service and building
community and public assels. The National Youth Service will continue to be
positioned as the premiere institution for this national youth transformation and
re-socialisation agenda. More specifically, the Govemment rvill, among others:
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Refonn and expand, under Biashara Kenya, youth and women access to
credit, acquisition of requisite skills and competencies and entrepreneurial
capacities;

Entrench a catalytic and sustainable youth and women skill developrnent.
enterprise and cottage industry program under the NYS slum upgrading
initiative;

Recruit at least 20,000 annually over lhe medium term as part of the
national youth translormation and re-socialisation agenda. The youth will
be engaged in community development and building public assets under a

strong sense of discipline, integrity, purpose and civic duty;

Organize youth inlo groups through NYS program to focus on

construction, agri-business (rural and urban), cottage industries, water
harvesting. and environmental conservation initiatives. among others, to
create jobs and sustain livelihoods;

Strictly enforce, in policy and law (create awareness among beneficiary
and publicise reports of compliance) the requirement for at least 30
percent of all public procurement to be reserved for the youth, women and

persons with disability:

The Buy-Kenya Build-Kenya policy will be a training ground for Kenyan
enterprises to expand local production for local and export market, and

encourage formation of viable enterprises, and

Create youth employment through a wide agency framework under the
Government Digital Payment Platform (register over 200,000 agents
countrywide).

50. Sports, culture and heritage remains the comerstone of our tourism
strategy. Therefore, tourism transformation and its integration with promotion of
commerce, sports, culture and arts will be positioned asa key driver of inclusive
growth and employment creation. Going forward and building on the progress

made thus far, the Covernment working, in partnership with key stakeholders,
will, among other measures:

. Align investments in education. health and energy towards promotion of
tourism attraction, particularly by developing and making operational
regional centres of excellence in training (tourism. technical and

vocational, university, medical training, geothermal, etc.,);

. Leverage commerce tourism by lacilitating establishment of large free

lrade area (free port) at strategic locations around Nairobi and along the

Kenya borders (fbr instance, shore of L Victoria, Lokichogio, Marsabit
and Taveta, among others)l

. Facilitate increased investments in large conference and accommodation
facilities in Nairobi. Coast and Western Kenya to position Kenya as
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premier cont'erence destination. As part of this, Government will facilitate
hosting ofat least l0 large conferences annually, including Trade Expo;

Re-organize and develop an all-inclusive niche beech tourism at the Coast

integrated with medical, safari, cultural, commerce and conference
tourism:

lnvest, in partnership with private sector, on sports development,
including expansion and modernization of sports facilities and hosting of
regional and international sports annually with a target ofat least 150,000
guests;

Develop, preserve and protect our culture to encourage growth of youth
talents in sports and arts and nurture them as catalyst fbr groMh and

development; and

The ministry responsible for sports, culture and arts will develop and

implement a comprehensive strategy to position Kenya as a regional hub
for sports, arts and culture.

51. As envisaged in 2014 BPS, construction of standard gauge railway has

been prioritized over the medium term lo reduce transport cost by about 70

percent, facilitate faster and cheaper movement of freight and passengers and

enhance competitiveness of our economy. Accordingly, construction work on the

standard gauge railway from Mombasa to Nairobi commenced in November.
2014 and is expected to be completed by mid20l7 for immediate commencement
oftrain operations. At the same time, the construction olPhase II of the standard
gauge railway line from Nairobi to the shore of Lake Victoria (at the port with the

sho(est access to EAC) will commence in FY 2015/16 under design and build
framework. Phase III, which entails upgrading of existing railway lines (l'lairobi
to Malaba, Nakuru to Kisumu, Nairobi to Nanyuki, Voi to Taveta, among others)
will also commence in the course of FY 2015/16 and be completed within three
years.

53. We have made good progress on reforms and modernization ofthe port of
Mombasa, especially in expansion of the container terminals and cargo handling
and storage, which has reduced significantly the time it takes to clear a cargo. A
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Transoon and Loqistics - Railwav. Port. Airport and Pipeline Exoansion

52. Similarly, to make transport affordable and faster for economic e{ficiency,
a program for upgrade and modernization ofurban commuter mass transit system
will be implemented starting FY 2015/16 through Private Public Partnership.
New strategic railway lines will also be opened up in order to decongest urban

traffic and ease urban public transport. An effective cost, integrated design and

delivery framework will be developed by end-April 2015 to guide the urban

infrastructure development program. And in order to ensure that the local

economy benefits from the railway. the government put in place measures to
entrench at least 40 percent local content in the construction and other auxiliary
services.



framework has been developed to encourage private investments and
participation in port expansion and port operations. These developments, together
with the integration of the single rvindow system with other related systems to
facilitate faster, efficient and competitive clearance of cargo, will ultimately
position the port of Mombasa as a prelerred hub in Eastern and Central Africa.
To complement these initiatives, the Covernment will upscale its investment in
associated inlrastructure facilities, including further dredging of lhe port and

construction ofthe road networks around and out ofthe port.

54. In addition, the construction of temrinal buildings and three berths under

the Lamu Port and Southern Sudan-Ethiopia Transport (LAPSSET) Corridor
Project at Lamu is nearing completion. Implementation of other infrastructure
facilities covering railways, roads, and port operations, including construction of
container terminal will commence in the course of MTEF period under a Private
Public partnership arrangemenls. With the on-going exploration for petroleum
and gas, regional petroleum and oil potentials and strategic location ofthe port of
Mombasa and Lamu, the Government will prioritize construction of a modern
pipeline in partnership with the private sector in order to position itself as a
preferred regional petroleum transporter of choice.

55. Kenya has the potential to position itselfas undisputable regional aviation
hub. As such, the Govemment will scale up the on-going airports expansion and
modernization, and shortly fully commission the new terminal 4 and commence
work on the Greenfield before end-June 2015 for completion by end 2017. ln
addition, and as part ofthe airport modernization, a modern JKIA commuter rail
transit system will be constructed and commission by 2017 to hasten movement
of passenger to and from the airport. These investments are expected to make
Nairobi the most convenient, comfortable, secure and attractive aviation hub in
Africa and the world at large.

Access to Adequate, Affordable and Reliable Enerqy Supply

56. Sustaining economic transfbrmation, underpinned by efficiency and
productivity, requires substantial investments in expansion and access to
affordable and reliable energy supply. Over the medium term, the Government
has programmed to generate additional 5,000 MW of power, mainly comprising
of renewable geothermal, wind and coal, in partnership wilh private sector
players, by 2016. Significant progress has already been attained in this
endeavour. The govemment recently launched 280 MW into the National Grid.
reducing lhe cost of porver by 30percent. Going forrvard, there rvill be modest
reduction in cost of energy as new sources of power come on board.

57. To complement these eftbrts and ensure no powcr losses are incurred
through transmission and distribution, the Government, working with KETRACO
and Kenya Power, will invest in improving transmission and distribution
capacities, including digitizing metering and payment of electricity consumption
so as to reduce by at least 80 percent both technical and commercial losses

currently experienced in the system. The coming on-stream of these additional
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power supplies at a much lower tarift, will significantly reduce cost of doing
business, spur growlh of enterprises and industries, and accelerate the realization
of the planned economic transformation agenda.

58. To sustain demand, Kenya power will implement a program ro connect at
least one million Kenyans in 2015 and subsequently reduce the connection cost
and time by at least 60 percent thereafter inio the medium term. Further, the
Govemment will roll out a program to install solar and bio-digester systems and
water harvesting in all pubric buildings over the medium term. At the ,ume time
and partly to conserve the environment and encourage value addition,
Govemment will facilitate the development of micro hyd-ro power projects,
particularly in irrigation schemes, rivers and streams for small and medium size
enterprises and households. The Covemment will also rollout a program ofgreen
biomass digester bag technology in at least 100,000 householdi annualiy to
facilitate access to hearthier cooking and righting methods and encouiage
production of organic fertil izer for enhanced agriiu ltural productivity.

59. The establishment of industrial parks and special economic zones, cottage
industries spread throughout the couniry, freight and passenger raihvay syste-m
and urban mass transit rail system will all be designed ur gi".n project to use
generated electricity.

Funher Exoandins Road Network to Facilitate Economi c Transfo ation

60. Much progress has been achieved in the implementation of road
rehabilitation and construction program. To date, the Goveinment has constructed
I40 km of new roads, rehabilitated and maintained l15 km and 24,710 km of
existing road, respectively and placed 312 km of road under periodic
maintenance. Despite the progress, construction and rehabilitation worki or our
road network has experienced numerous challenges, including cost overruns,
delayed completion, poor workmanship, inadequate budgetary allocations,
pend ing, bills,- poor supervisory and management ind poor governance, among
others. In effect, we would have rehabilitated and constiucted higher roai
network mileage and at higher quality with the same budget and i stronger
supervisory framework.

61. Over the medium, the Government will continue to invest in expansion of
road network to open up rural areas, ease movements ol goods and passengers
and encourage growth of commerce and employment throughout the coun'try.
However, to achieve this and sustain a coordinated timely delivery of ne* roais
and ensure economy, quality and longevity, the Government wili, among other
measures:

. In partnership with the County Governments and Constituency
Development Fund Board, by end 2015, develop and inrplement a policy
framework to align all inf'rastructure related budgetary resources at thl
devolved levels towards infrastructure upgrade program over the next five
years, covering schools, health facilities and roads.
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Introduce alternative methods and technology of road construction to

reduce time and cost. while enhancing the longevity ofour road network.

Develop and striclly enforce, slarting FY 2015/16 project cost

benchrnarks for the road rehabilitation and construction;

Establish, in FY 2015/16 an independent project management framework

under the Treasury to supervise and manage delivery of roads on a timely
and cost effective manner.

Introduce on a pilot basis, in FY 2015116, a program using the Annuity
method of construction (privately financing initiative) to pave road

network and subsequently roll it out, after review and drawing lessons, to

fast track delivery of roads throughout the country.

Environmental Conservation and Makine Water Accessible

Bu ildi p a Healthier Ken vil

65. The Covernment medium term strategy is to develop a lasting healthy

Kenya with higher productivity for sustained economic transformation. lt builds

on notable progress achieved thus far, especially in controlling communicablc

62. Environmental conservation, underpinned by ellectivc climate change

mitigation and adaptation, is central to our eflorts to sustain access to clean water,

clean environment and a healthy productive population. lndeed, safe drinking

water and sanitation do complement efforts towards improved primary health

care and productivity of labour. For this reason, Govemment has invested

significantly over the years to conserve our environment and enhance access to

sustainable water supplies, thus connecting over one million additional Kenyans

to safe drinking water. In addition, the Government increased investment towards

expansion of irrigation infrastructure in various schemes throughout the country

to facilitate smart agriculture. improve crop yields and sustain rural livelihoods.

63. Over the medium term, the Government will prioritize the implementation

of programs under a Crowth Initiative, which includes; tree planting and

afforestation, water harvesting, smart agriculture, investments in green energy

(micro-hydro, solar, biomass) construction of mini dams, water pans and

rehabilitation of existing dams and water pans. As part ol this Process, the

Government will construct and rehabilitate at least 3,000 water pans ol 50,000

cubic metres capacity every year, roll out water harvesting and storage in all

public institutions throughout the country, and invest in mid-size dams lo store

rvater for household and agricultural use.

Pillar IV: Access to Quality Social Services

64. To sustain economic transformation' Kenyans must be healthy, educated

and equipped with competencies and appropriate lifelong skills, and that they are

able to participate fully and share more equitably in the growing prosperity.
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diseases and attaining marked decrease in child mortality. Notably, the
Government has rolled out free maternity program in 2,2gg heaith facilitiesr free
primary health care in 3,3 l3 health facilities and expanded free polio
immunization to about l7 million children under the age of 5 years, in the I'i and
2nd rounds.

66. . However, outstanding and emerging health challenges, including diseases
associated with affluence and accidents, inefficiency in our health 

"uri.yrt..,skewed distribution of resources, absenteeism by health workers, knowledge
practice gaps as well as stock outs of drugs and medical supplies - puttiig
pressure on our health care system. Without these challenges, Kenya can,
therefore, achieve better health outcomes with the curent level olspending.

67. At the top ofhealth transformation agenda is the finalization of the health
policy and institutional and legal framework for enforcement of health care
standards' as well as introduction of clear operational guidelines for health care
delivery. As part of this process, a strategy involving; recruitment of more health
workers, expansion of training facilities, an institutional framework for
supervision and quality assurance, and development of systems to support and
expand health care services and sanitalion at the community level, will be
implemented starring FY 2015116.

68. The National Government, working with Country Governments and CDF
Board will also develop and implement a medium term program for health care
infrastructure upgrade and equipment modernization. In particular, a program of
leasing of key and essential medical equipment and assets will be rolleJ out in
referral hospitals and Level 5 hospitals countrywide under a clear policy and
operational framework. In addition an efficient, effective and accountable
framework for the management of public resources and medical supplies at the
facility levels will be put in place in 2015.

Towards Oual tv and Relevan t Education lor all Kenvans

69. .Tremendous progress has been achieved, over the recent past, on
educational access, largely due to increased enrolment lollowing the introduction
of free primary education in 2003 and free tuition in secondary schools in 2006.
A new basic education law is now in tbrce, more national schools established to
enhance transition, more technical training institutions established and equipped
and over 400 youth polytechnics admitting over 80,000 students. As a risult,
Kenya has now nearly achieved universal access to education, and is on the way
to expanding technical and entrepreneurial training capacity - but there are stiil
concems on the quality and relevance of education and high number of pupils
dropping out along the educational ladder with no clear alternative access to
acquisition of lifelong skills ro enable them findjobs.

70, The strategy going forward, therefore, focuses on; upgrading school
infrastructure facilities, enhancing and upholding quality, and building lifelong
competencies and skills, among others:
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Undertaking public school infrastructure upgrade and modernization
program (covering class rooms, other leaming facilities and teachers

housing) under a green housing scheme (with water harvesting, solar

power, bio mass energy, and natural light) throughout the country over

the medium term;

lnvesting in expanding and modernizing lechnical, vocational and village
polyechnics, in partnership with Development partners and private sector

to equip the youth with appropriate learning equipment and skillsi

Fully finance the universal free primary education and free tuition in

secondary schools with efIect iiom 2015. 1'o address relevance and

technical skill gaps, the Covernment will roll out fiee tuition under the

tertiary program in FY 2016/17 throughout the country

Developing educational delivery standards and strengthening quality

control and cducational inspectorate services in order to enforce and

uphold quality education;

Rationalizing teacher deployment and strengthening teachers supervision

and management to reduce absenteeism, which is estimated at about 45

percent of teaching hour; and

Investing in continuous capacity building program for teachers to improve
quality ofteachings in schools; and

Fully implementing the e-learning program in all primary schools in

70141t5.

Scalin{: uo Soci al Protection

71. The Covernment remains fully committed to scaling up social protection

program so as to cushion those sections of our society who may suffer welfare

shocks, during the implementation of our economic transformation agenda. As

the investment lor expanded irrigated agricultural production and urban farming

take root and a sustained low price regime is realized, the Government will build

on the cunent momentum of more than doubling those covered in less than years,

to scale-up budgetary allocation toward the National Safety Net Program

covering: (i) Cash Transfer to Orphans and Vulnetable Children; (ii) Cash

Transfer to Older Persons; and (iii) Cash Transfer to persons with severe

disabilities.

72. As was committed in the 2014 BPS. all older persons and persons with

disabilities will be covered by 2016 under cash transfer programs and a

graduation scheme developed to enable them exit into life-long ventures. A

iramework tbr efficient and fast delivery of safety nets has been developed under

the Integrated Management Information System (Single Register) to harmonize

the information from dilferent management systems for cash transfer programs

currently operational. Similarly, a framework for better targeting, financial

transparency
electronic reg

and accountability, including deplo
istration ot'all beneliciaries put in p

yment of evoucher sYstem and

lace to entrench contldence and
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value for money. To further assist in targeting the beneficiaries a more inclusive
Social Assistance Committees have been established in all the 290 Constituencies
composed of local leaders, Members of Parliament and Faith Based
Organizations representatives.

Pillar V: Further Entrenching Devolution for Better Service Dclivery

73. The strategy to further entrench devolution for better service delivery
aims at strengthening institutions and capacity to link inter-governmental fiscal
transfers with revenue raising capacity of the county government in order to
enhance political and financial accountability necessary fbr efliciency and
effectiveness in service delivery, alleviation of poverty and convergence in
county development. The increased allocalion of shareable revenues to the
devolved system of Government must also ensure that devolution achieves the
objectives of better service delivery and rapid local economic development as
well as jobs creation in line with our Vision 2030. For this to be achieved
accountability and fiscal discipline in the use of devolved resources must be
entrenched and macroeconomic environment remains stable.

74. The National Covernment will, therefore, continue to support to county
govemments as the centres for service delivery and economic expansion,
especially in the areas of public financial management, good govemance
practices and supporting the counties to be fully operational. As part of the
reforms, the national government, in partnership with some developmenl
partners, design an incentive-based framework to entrench fiscal discipline and
enhancing service delivery standards in the counties. This framework will involve
conditional grants to counties which adhere to fiscal responsibility principles and
meet minimum conditions and key service delivery standards - conditional grant
for results. Close collaboration betrveen the two levels of govemment in terms of
implementing the national development agenda, and critical policy initiatives will
also be encouraged. This will include moderating the zeal by counties ro raise
additional revenues and safe guarding a thriving business environment supportive
ofthe private sector.

Outline of the 2015 Budget Policy Statement

Recenl Economic Developmenls and Policy Outlook

75. Section ll outlines the economic context in rvhich the 2015/16 MTEF
budget is prepared. lt provides an overview of the recent economic developments
and the macroeconomic outlook covering the global and domestic scene.

Fiscal Policy und Budget Framework

76. Section III outlines the fiscal framework that is supportive of growth over
the medium{erm, while continuing to provide adequate resources to facilitate
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devolution, the policy priorities of the Jubilee Government while at the same time

ensuring that the public debt is sustainable.

Inlergovetnnrcnlal Fiscal Relations and Div'ision of Revenue

77. Section lV provides a framework of managing the decentralised county
governments, the proposed division ol revenue between National and County

Govemments as well as among counties.

M ed i um-Te rm Expe n dit ure Fra mework

78. Section V presents the resource envelope and spending priorities for the

proposed 2015i l6 MTEF Budget and the Medium Term. Sector achievements

and priorities are also reviewed lbr the 2015/16 MTEF period.

79. Section VI concludes.
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II RECENT ECONOMIC DEVELOPMENTS
AND POLICY OUTLOOK

Overview of Recent Economic Perfornrancc

80. Kenya rebased its real GDP estimates based on 2010 National Accounts
Statistics (NAS) in September 2014. This rebasing increased the size of the
economy in 2013 by 25 percent, equivalent to Ksh 4,757.5 billion or USD 55.2
billion - translating to USD 1,269 in GDP per capita, placing Kenya at lower
middle income economy. Kenya's economy is norv ranked as the 9th largest in
Africa and 4th largesl in SSA.

Groh)lh Update

8t. The economy grew by 5.7 percent in 2013, up from 4.5 percent growth in
2012 (Chart 2.1). This growth was supported by improved activities in
agriculture, forestry and fishing (5.1 percent), manufacturing (5.9 percent),
wholesale and retail trade (9.2 percent), financial and insurance activities (9.3
percent) and information and communication ( I 3.5 percent).

82. The economy expanded by 5.5 percent in the third quarter of 2014
compared to 6.2 percent in the same period of 2013. The growth was mainly
supported by robust groMhs ini construction (11.0 percent), I'inance and

insurance (9.9 percent), wholesale and retail trade (7.2 percent); information and

communication (6.6 per cent); and agriculture and forestry (6.2 per cent). ). On
account of performance during the first three quarters, we now project growth of
5.5 percent in the fourth quarter of 2014, implying an overall projected gromh of
5.3 percent for 2014.

Chart 2.1: Com arison in GDP Growth Rates

Source: KNBS
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83. Going forward, the growth prospects are strong, largely on account of
continued implementation of bold econornic policies and structural reform. 'I'he

economy is projected to grow by 5.3 percent, 6.9 percent in 2014 and 2015,
respectively, and 7.0 percent over the medium term. This level of growth will be
underpinned by the continued good performance in agriculture, forestry and
fishing, manufacturing, real estate, wholesale and retail trade, financial and
insurance activities and inlbrmation and communication.

Broud Money Supply, M3 within target

84. Growth in broad money supply, M3, increased to [6.7 percent in the year
to December 2014 up from 15.5 percent in the same period in 2013 (Chart 2.2).
The improvement in M3 was aftributed to an increased growlh in both the net
foreign assets (NFA) and the net domestic assets (NDA) of the banking system.

85. Crowth of the NDA of the banking syslem increased to 15.0 percent in
the year to December 2014 up from 14.8 percent in the same period in 2013. The
improved growth in NDA in 2014 was due to the increase in both the domestic
credil and other assets net of the banking system.

86. Annual growth of the NFA of the banking system increased by 23.8
percent in the year to December 2014 from a gro\.\th of 18.8 percent over a
similar period in 201 3 mainly due to the improvement in the off icial foreign
assets of the Central Bank by Ksh 156.8 billion that more than offset the decline
in the foreign assets of the banking institutions.

Charl2.2z Growth in Broad Mon Su antl lts Sources
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Private Seclor Credit stabilizes

87. Net credit to Govemment contracted by 48.6 percent in the year to
December 2014 compared with a growth of 7.7 percent in a corresponding period
in 2013. Bank credit to the private sector however, expanded by 22.2 percent, up
from 20.1 percent, which amounted to Ksh 1,884.5 billion in December 2014
from Ksh 1,541.7 billion in December 2013(Chart 2.3). The private sector credit
flow was mainly to productive sectors.

Chart 2.3: Private Sector Annual Credit Growth
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InJlation *,ithin single digit

88. Overall month on month inflation declined further to 6.0 percent in
December 2014 from 6.1 percent in November 2014 and 6.4 percent in October
2014 (Chart 2.4). On average, the annual inflation ratestood ar 6.9 percent in
December 20 l4 compared to 5.7 percent in December 2013.
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89. The decline in overall month on month inflation in December 2014 was
largely attributed to lower fuel inflation. Fuel inflation eased from 6.4 percent in
November 2014 to 6.0 percent in December 2014 reflecting a fall in the retail
price of kerosene, diesel and petrol. Non-food non-l'uel inflation also eased from
3.8 percent in November 2014 to 3.7 percent in December 2014.

90. Food inflation however, rose from 7.4 percenl in November 2014 to 7.5
percent in December 2014. This reflects the l2-month change in the 'food and
non-alcoholic beverages' index, which rose from 7.5 percent in November 2014
to 7.7 percent in December 2014.

Inleresl Rutes have eoscd prollressivelJt

91. The Central Bank Rate remained at 8.5 percent in December 2014 and the
sho( term interest rates oscillated around the CBR (Chart 2.5). The average
interbank rate averaged 6.9 percent in December and November 2014 from 6.8
percent in October 20 14.

92. The 9l-day Treasury bill rate declined marginally to 8.6 percent in
December 2014 and November 2014 frorn 8.7 percent in October 2014. The 182
day Treasury bill however, increased to 9.5 percent in December 2014 from 9.2
percent in November 2014 and 8.9 percent in October 2014 while the 364 day
Treasury bill rate averaged at 10.4 percent in December from 10.2 percent in
November 2014 and 10.3 percent in October 2014.

Chart 2.5: Short-Term Intcrest Ratc

Source: CBK
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94. Commercial banks average lending rates declined to 16.0 percent in
December 2014 from 17.0 percent in December 2013 while the deposit rate
increased marginally to 6.8 percent from 6.7 percent over the same period (Chart
2.6). This narrowed interest rate spread3 to 9.2 percent in December 2014 from
10.3 percent in December 2013 is largely due to decline in the lending rate.

Chart"2.6: Commercial Banks Lending and Deposit Interest Rates
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BOP in Surplus as the Current Account impruves

95. Overall balance ol payments position recorded a surplus of US$ 1,507
million in the year to October 2014 from a surplus of US$ 607 million in the year
to October 2013 (Chart 2.7). The improved surplus reflected an increase in the
capital and financial account that more than offset the increase in deficit in the
current account.

Chart 2,7: Balance of Pa mcnts SS Million

Source: CBK
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93. The Kenya Bank's Reference Rate (KBRR) computed as an average of
the Central Bank Rate (CBR) and the average 9l- Day Treasury bill rate that had
been computed and set at 9.13 percent in July 2014 was revised downwards to
8.54 percent in January 2015.
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96. The current accounl deficit increased by 7.6 percent to US$ 5,422 million
(or 9.8 percent of CDP) in the year to October 2014 from US$ 5,041 million (or
l0 percent ofGDP) in the year to October 2013. This was largely attributed to the

widening of the merchandise account by US$ 980 million to US$ 12,272 million
in the year to October 2014 that more than offset the improvement in the value of
service account by 9.6 percent. The widening of the merchandise account was as

a result ofthe increasing imports as the exports remained fairly stable.

97. The surplus in the capital and financial accounts improved to US$ 6,929

million in the year to October 2014 from US$ 5,647 million in the year to
October 2013. The improved surplus was recorded in both the financial account
and the Capital account. The tinancial account increased by US$ 1,223.7 million
in October 2014 following increased short term flows including errors and

omissions in recorded transactions. and a drawdown on commercial banks

deposits held abroad.

I mprove d Fore ig n Exc h a nge Reserves

98. The gross foreign exchange holdings of the banking system increased by
19.6 percent from US$ 7,859 million in October 2013 to US$ 9,400 million in
October 2014 (Chart 2.8). Gross Official reserves held by the Central Bank
increased to US$ 7,839 million (5.06 months of import cover) in October 2014,
up from US$ 6,263 million (4.32 months of import cover) in October 2013, due

to purchases from the interbank money market and receipt of proceeds from the

sovereign bond issuance.

Chart 2.8: Official Forcign Reserves ((USS million)

Source: CBK
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The shilling Exchange role demonstrotes mlyed pedormance

99.. 
.The Kenya Shilling exchange rate experienced mixed performance against

major intemational currencies. The currency depreciated against the uS do[ar to
Ksh 90.5 in December 2014 from Ksh 90.0 in irtovemberl0l4 and Ksh g9.2 in
October 20 I4 (Chart 2.9).

100. .Against the sterling pound, the shilling appreciated to Ksh 141.4 in
December 2014 from Ksh 142.0 in November iot+'ana Ksh 143.7 in october
2014, while against the Euro, it appreciated to Ksh I I I.5 in December 2014 from
Ksh I 12.3 in November 2014 and Ksh I I 3.2 in October 2014. Diaspora
remittances and enhanced confidence following successful issuance of the
sovereign bond continues to support the Kenya shilling exchange.

Chart 2.9: Ken shiili Exchan Rate

Source: CBK

Slock matkel remains vihranl

I 
0l Activity in the stock markel remained vibrant in the year to December

2014. The NSE 20 share index improved marginally to 5, I l3 points in December
2014 llom 4,927 points in December 2013, representing an increase of 3.g
percent (Chart 2.10). Market capitalization that measures shareholders' wealth
improved from Ksh 1,901 billion in December 2013 to Ksh 2.300 billion in
December 20 l4 representing an increase of 2 I .0 percent.

102. Equity Market turnover for the month of December 2014 rose bv 67.3
percent 10 stand at Ksh 28.6 billion fiom Ksh l7.l billion in Novernbei2ol4.
The bond turnover for December 2014 stood at Ksh 40.7 billion,22.6 percent
lower than the Ksh 52.6 billion recorded in November 2014.
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Update on Fiscal Performance and Emerging Challenges

103. The FY 2014/15 fiscal framework assumed a slable macroeconomic
environment and continuation of the Covemment's policy of containing non-
priority and unproductive expenditures. After taking into account adjustments
made by the National Assembly, total expenditures were projected at Ksh 1,597.8

billion and total expected revenues ofKsh 1,240.0 billion (including and grants),

the overall budget deficit (including grants) in 2014/15 is projected a1 about Ksh

3 57.8 billion.

Implemena ion Progress and Emerging Fiscnl Chullenges

105. Implementation of the FY 2014/15 budget is progressing well dcspite
initial challenges encountered at the start of the financial year. Adequate
measures have been taken to ensure priority programmes are fully implemented.
lmplementation of priority programmes will be tracked and f'eedback provided

periodically.

106. Fiscal perlormance (revenue collection and expenditure disbursements) as

at end of December 2014 is lagging behind target, though the underlying
macroeconomic assumptions (growth and inflation) remain largely within

30 2015 Budget Policy Statement

104. Horvever, after taking into account net external financing of Ksh 165.8

billion (2.9 percent of CDP and domestic loan repayment receipts of Ksh 2.0

billion, this leaves a deficit of Ksh 190.1 billion (equivalent to 3.4 percent of
CDP), which would be tinanced by net borrowing from the domestic market. The

detailed macro-fiscal framework underpinning thc FY 2014/t5 budget is

articulated in the BPS 2014



program. Expenditure uptake is slower, while at the same time, ordinary revenue
collection recorded shortt-all. Despite ordinary revenues (inclusive ofthe Railway
Development Levy) recording a slight shortfall against the target, ir grew by 12.7
percent compared to the same period in the previous financial year. Excluding the
levy ordinary revenues grew by 12.9 percent.

107. Total cumulative revenue collection including A-l-A by the end of
December 2014 amounted to Ksh 517.2 billion which was below rhe target of
Ksh 560.4 billion by Ksh 43.3 billion (Table 2.1). Ordinary revenue amounted
to Ksh 491.3 billion against a target of Ksh 513.2 billion (Ksh 21.9 billion below
the target). This shortfall was as a result of the underperformance olall the
broad categories of ordinary revenues except Other revenues which
recorded a surplus ol'Ksh 1.6 billion; Income tax recorded the highest
shortfall of Ksh 12.3 billion followed by VAT (Ksh 6.2 billion), Import
Duty (Ksh 4.0 billion) and Excise duty (Ksh 1.0 billion. Cumutarive
ministerial A-l-A (inclusive of Railrvay Development levy) recorded an under
performance of Ksh 2 I .4 billion.

108. Total expenditures and net lending amounted to Ksh 614.0 billion against
a target of Ksh 765.2 billion (or Ksh 151.2 billion below target) ar the end of
December 2014. The shortfall was as a result of underperformance in both the
recurrent and development expenditures by Ksh 44.3 billion and Ksh 82.5 billion
respectively. The total County transfers by December 2014 amounted to Ksh 83.6
billion against a target of Ksh 105.5 billion. The underperformance in
development expenditures is due in part to the slorv take off in domestically
funded development programmes (inclusive of Equalization Fund) by Ksh 36.7
billion and foreign financed programmes by Ksh 46.0 billion.

109. Taking into account the performance of revenues and expenditures by the
end of December 2014, the overall fiscal balance (on a commitment basis and
excluding grants), amounted to a deficit of Ksh 96.8 billion (equivalent to 1.4
percent of GDP) against a targeted deficit of Ksh 204.8 billion (equivalent to 3.4
percent of GDP). Including grants, the fiscal balance (on a commitment basis)
recorded a deficit of 1.3 percent ofGDP against a largeted deficit of 3.0 percent
of GDP. The deficit incurred at the end of December 2014 was financed through
net foreign financing of Ksh 27.9 billion and net domestic repayments of Ksh
62.5 billion.
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Tablc 2.1 Cumulative Budget Out-Turn' July - December 2014 (Ksh

Million

Source: Nalional lreusurl'

201 4l 15 Revised Estintates

ll0. Since the beginning ol the FY 2014/15 national government agertcies

have made requests for additional funding tbr consideration by the National

Treasury anrounting to about Ksh 136.9 billion. The National Treasury has

recommended lor funding additional expenditures amounting to Ksh 48.0 billion

of which Ksh 24.1 billion has been funded through rationalization and Ksh 23'l
billion through additional resource.

I I l. Revenues projections ibr thc llscal year have been revicwed taking into

account the cumulative revenue performance to December 2014 as well as
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estimated effects of the newly introduced capital gains tax and the VAT
withholding mechanism whose implementation came into effect on lst January

2015. The overall ordinary revenues are expected to reduce by Ksh l7.l biltion
below the budget estimates. Significant downward revisions are expected in
Income tax (Ksh 14.9 billion) largely on account of PAYE and lmport duty (Ksh
3.0 billion).

ll2. The overall impacts ol these developments are reflected in Table 2.2

below. ln summary. the fiscal framework assumes reduced revenues of Ksh l7.l
billion, additional expenditures ofKsh 71.2 billion, sovereign bond tapping of
Ksh 75.3 billion (US $750 million). The combined implication is that bonowing
from the domestic market has been revised downwards by Ksh 71.3 billion liom
Ksh 190.1 billion to KSh I 18.8 billion.

Table 2.2: Pro ed Revised Fiscal Framcwork Ksh Million

Source: N ion Treasury

ll 20t.1/t5I.\',20r{/15 f\ 20 tJ/l{I,-\ 2{r I J/ t.l

Budgct
Revised

Proj
Budget

Reviscd
Proj

Dcviati(nl

"10

l9.J
18.2

8.9

t.3
2.O

4.6
0.2

t.t
t.l
0.5

25.8
15.6

2.1

0.6
5.6

t.9
4.9
6.3

).9
2.3
0.0
3.8

(s.9)
o.2

6.1

2.1

0.7
t9

(0.5)

0.0

(6.4) (8.0)

1.4

21,0
t9.3
9.6
1.4

2.t
4.1
0.1
l.l
t.7
1.0

24.4
r5.5
2.6

0.8
5.4
1.6

5.0
8.7

5.4

3.3
0.0
4.1

0.1

6.4
2.9
0.9

2.4

0.t
(0.5)

0.0

20.4
18.7

9.2
1.3

2.1

4.7
0.1

l.t
t.6
0.9

29.2
15.7

2.6
0.7
5.4

2.0
5. t

9.3
5.2
4.t
0.0
4.0
0.1

8.0

1.3

34
0.t

( t.4)
0.0
2.5
2.1

1,597.8
871.5

14 7.4

46. I

303.3

90.7

284.0

492.O

102.l
187.8

2.1

229.3

5.0

1,669,0
900.2
147.2
4t.6

306.0

I t3.6
29t.1
534.6
297.3

235.1
2.1

229.3

5.0

(3s7.8) (4s6.r )

t90.1

r,l64.l
1.070.0

527.0
14.1

lt98
268.0

16.4

64.0
94.1
48.7

456.1
t93.8
75.3

t93.7
5.4

(80.s)
2.1

t41.4
I18.8

I,l6l.2
t.087.I

541.9
'77'7

I t9.8
261.t

11.4

63.2
94.1

58.7

J57.8
165.8

5 1.5

t36.4
5.4

(27.5)

2.0

(r7.r)
(r7.1)
( 14.9)

(1.0)

(10 0)

71.2
28.6
(0.2)
(4.5)
2.7

7.8

42.6
(4.t)
41.3

(9lt.J)

( 51.0)

0.9
( 1.0)

0.8

,6.3
28 I

23.8

51.3

0.1

I{t.r
(7r.3

TO'I'AL REVENIJI:
Ordia.ry Revenue

lncomc'fax
lmpon Duty
Excise Duty

lnvaslmcnt [ncome

Othcr

CRANTS

EXPENDITIJRES
Reculrcnt

lnlcrcst paymcnts

Pcnsions & Othcr CI:S
Wagcs & Selarics

Dcfensc & NIS
Oth€r

Dcvalopment
Domcstically Financcd
Forcign Financed
Net lcnding
County Transfer
CF

OVERAL BALANCT]
Discrcpancy

I-INANCING
Nct t-orcign Financing

Commcrcial Loans

Project l-osns
I'rogram Loans

Dcbt Rcpayments

Domcstic Debt Rcd. Rcceipt:
Euro Bond Balance

Nct Domc!ti. l'in{ncing

914.4
9t9 0
449.6

676
102.0

232.6

10.2

570
55.4
27 -0

r,300.6
747.9

134.8

30.2
241.2

93.8
244.O

319.3
198.5

8.6
2.2

t93.4

201.1

(299.21

8.5

301.1
104.7

35.4
96.9

(27.5)

r.3

lor).0 100.0 100.05,628.5 5,71r).1\on'inrl (; l) l' 5,0.19.2

33 2015 Budget Policy Statement

Prcl



Economic Policy and Outlook

Exlernul Enyironnrcnl

I13. The world growth in the first halfof20l4 was slower than expected, and
projections indicate uneven and sluggish global recovery. The IMF in their
January 2015 World Economic Outlook indicates that the world economic output
is expected to gradually strengthen from 3.3 percenl grouh in 2014 to 3.5
p€rcent in 2015 and 3.7 percent in 2016 (Table 2.3), driven mainly by growth in
advanced economies that are projected to increase tiom a growth of 1.8 percent in
2014 to 2.4 percent in 2015. Global growth will receive a boost from lower oil
prices, which reflect to an important extent higher supply. But this boost is
projected to be more than olTset by negative factors, including investment
weakness as adjustment to diminished expectations about medium-term growth
continues in many advanced and emerging market economies.

Table 2.3: (irowth Pro ections for Selected ns/Countries

I 14. Among major advanced economies, growth in the United States
rebounded ahead of expectations after the contraction in the first quarter of20l4,
and unemployment declined further, while inflation pressure stayed more muted,
also reflecting the dollar appreciation and the decline in oil prices. ln the euro
area, groMh in the third quarter of 2014 was modestly weaker than expected,
largely on account of weak investment, as inflation and inflation expectations
continued to decline. Activity is projecled to be supported by lower oil prices,
further monetary policy easing (already broadly anticipated in financial markets

0ct'14 ian-15
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and reflected in interest rates), a more neutral fiscal policy stance, and the recent
euro depreciation.

I 15. In emerging market economies, the downside risks relate to shifts in
sentiment and volatility in global financial markets, where lower oil prices have
introduced external and balance sheet vulnerabilities in oil exporlers. ln many
emerging and developing commodity exporters, there is a weaker projected
rebound in growth as the impact of lower oil and other commodity prices on the
terms of trade and real incomes is now projected to take a heavier toll on
medium-term groMh.

I16. Growth in Sub-Saharan Africa is expected to weaken from 5.2 percent in
201 3 to 4.8 percent in 2014 and 4.9 percent in 201 5 on account of lower oil and
commodity prices that will weaken activities in major oil exporters (Nigeria and

South Africa). In 2016, gro*,th is expected to pick up to 5.2 percent driven by
sustained infrastructure investment; buoyant services sectors, and strong
agricultural production, even as oil-related activities provide less support.

ll7. These projections are predicated on the assumption that key drivers
supporting the recovery in advanced economies-including moderating fiscal
consolidation (Japan being one exception) and highty accommodative monetary
policy-remain in place. Projections also assume a decline in geopolitical
tensions, supporting some recovery in stressed economies.

I 18. Downside risks remain a major concem. Global growth could be weaker
for longer, given the lack of robust momentum in advanced economies despite
very low interest rates and the easing of other brakes to the recovery. In some
major emerging market economies, the negative growth effects of supply-side
constraints and the tightening of financial conditions over the past year could be

more protracted.

120. Real GDP is estimated to expand by 5.3 percent in 2014, 6.9 percent in
2015 and reach 7.0 percent by 2018. ln terms of fiscal years, the projections
translate to 5.5 percent in 2013114,6.1 percent in 2014/l5and 7.0 percent in
2015/16 and 2017/18 (Table 2.4 and Annex Table l).

l2l. This robust broad based growth will be underpinned by the activities
generated in the construclion of Standard Cauge Railway, increased production
in agriculture following implementation of strategic interventions to revamp the

sector together with other measures specified in section I of this report, continued
investment in inlrastructure projects, expansion of activities in other sectors of

etr 2015 Budget Policy Statement

Ken!a's Grohtth Prospecls

I19. The Macroeconomic Framework underpinning the 2015 BPS and MTEF
2015/16 to 2017/18 takes into account, the Government's national strategic
objectives as outlined in the second Medium Term Plan (MTP) for the period
2013-2017 of Vision 2030 and the broad development policies of the Jubilee
Govemment.



ilI FISCAL POLICY
FRAMEWORK

AND BUDGET

Overview

129. The 2015 Medium-Term Fiscal Policy aims at supporting rapid economic
inclusive growth and ensuring the debt position remains sustainable while at the
same time supporting the devolved system of Governmenl for eff'ective delivery
of services. Specifically, the Fiscal policy underpinning the FY 2015/16 Budget
and MTEF aims at revenue effort of 2l .8 percent of GDP over the medium term
and containing growth of total expenditure. Further, the policy aims at shifting
more public resources from recurrenl lo capital investmenl so as to promote
suslainable and inclusive growth. Specifically,

Over the medium ternr, a minimum of 30 percent of the national budget
shall be allocated to development expenditure. The Government is
committed to a reduction in the recurrent expenditure to devote more
resources to development.

The National Govemment's expenditure on wages and benefits for public
officers shall not exceed a percentage of the National Government
revenue as prescribed by the regulations. On wages and benefits, the share
to National Government revenues was 36.0 percent in FY 2013/14, and is
projected at 32.7 percent in FY 2014/15, declining to 25.9 percent by Fy
2017/18. Once the share is prescribed in the regulations, the National
Covemment will ensure that this principle is strictly adhered to.

Over the medium term, the National Government's borrowings shall be
used only for the purpose of financing development expenditure and not
for recurrent expenditure. It is the Government's policy to procure
extemal financing only for development projects a practice which is in
line with this principle. In addition, the sum of domestic borrowing and
additional extemal financing is consistently less than the allocation to
domestically financed development projects in line with the stated
principle.

Public debt obligations shall be maintained at a sustainable level as
approved by National Assembly (NA) and County Assembly (CA).
External financing will be largely on concessional terms. The
Covemment continues to ensure that the level of domestic borrowing
does not crowd out the private sector given the need to increase private
investment to accelerale economic expansion.

Fiscal risks shall be managed prudently (Sec Annex I on Statement of
Specific Fiscal Risks). The Government has improved its macroeconomic

B
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forecasts and regularly review the impact of macroeconomic projections
and its implications for the budget. The Covernment also takes into
account the fiscal risks arising from contingent liabilities, impact of the
Public Private Partnership and Financial Sector Stability.

Continuing with Prudent Fiscal Policy

130. Fiscal policy will continue to support economic activity within a context
of sustainable public financing. Over the recent years, the Covemment has
reoriented expenditure towards priority programmes in education, health,
agriculture and infrastructure under the medium-term expenditure framework
(MTEF). The overall fiscal balance (after grants) is projected to decline from 8.0
percent of GDP in 2014i l5 to a sustainable level of about 4.0 percent of GDP
over the medium term. This will allow public debt to decline gradually from
about 43.8 percent of GDP in FY 2014/15 to about 41.3 percent of GDP by
201 7/ I 8 (Table 3.1 and An nex Tables 2 and 3).

Table 3.1 : Central Government Fiscal Projcctions, FY 20l2ll3-2017118
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Observing Fiscal Responsibility Principles

l3l. The Government recognizes that the fiscal stance it takes today will have

implications into the future. Thereflore, and in line with the Constitution and the
Public Finance Management (PFM) Act ot 2012, the principle of sharing the
burdens and benefits of the use of resources and public borrowing between the
present and future generation implies that we have to make prudent policy
decisions today so that we do not impose an unwarranled debt burden on future
generations. Also to ensure that development portfolio is not crowded out by both
the National and County Governments, we shall ensure adherence to the ratio of
development to recurrent ofat least 30:70 over the medium term, as set out in the

law. Once the PFM regulations are finalized it is expected that the National and

County Govemments will respect ratios guiding the wage levels in general and

expenditure management on items such as office goods and their pricing that
should as much as possible reflect actual market prices.

132. Timelines on paying goods should be minimized to enable GoK get

competitive prices in the market.

133. The respect and observance of these fiscal rules set out in the PFM law
and its regulations is important and necessary to entrench fiscal discipline.

134. ln this regard, the Government will observe the fiscal rules set out in the
PFM law so as to entrench fiscal discipline. Observance ofthe Fiscal Rules has

been as follows:

Fiscal Responsitrility Principles

135. In line with the Constitution, the nerv Public Finance Management (PFM)
Act, 2012, and in keeping with the prudence and transparent management of
public resources, the Government has adhered to the fiscal responsibility
principles as set out in the statutes as fbllows:

Over the nrediunr ternt, a ntinimum of 30 percent of the Notional Budget .shall

be allocated to developmenl expencli!ure

The National Covernrnent's development budget allocation over the medium
term is above 30 percent, the minimum set out in law. In FY 2013/14 the

National Government allocated 36.0 percent to development, however as

shown in Table 3.2, the preliminary outcome indicates that development
expenditure stood at 28.8 percent of total National Government expenditure
due to the low uptake ofexternal resources by MDAs. Over the medium term
development expenditure is budgeted lo expand to 36.9 percent in FY
2014/15 and around 35.1 percent in FY 2017i 18.

(l
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Table 3.2: Revenucs and Ex ditures, h billion

Source : N at iono I Treasury

b. The national governmenl's expenditure on vages and benefits for public
o/ficers shall not exceed a percentage o/the national governnrcn! revenue as
prescribed by the regulations

On wages and benefits, the share to National Government revenues was 36.0
percent in FY 2013/14. and is projected at 32.7 percent in FY 2014/15,
declining to 25.9 percent by FY 2017/18. Once the share is prescribed in the
regulations, the National Govemment will ensure that this principle is strictly
adhered to.

Over the medium ternr, the National Governmenl's borrowings shall he used
only for the purpose of financing development expendilure and not for
recurrent expendilure

It is the Govemment's policy to procure external financing only for
development projects a practice which is in line with this principle. In
addition, domestic borrowing is consistently less than the allocation to
domestically financed development projects in linc with the stated principle.

d. Public debt and obligations shall be naintained at a suslainable level as
approved by Parlianrcnt (NA) and County Assembly (CA)

The Govemment borrowing level is set in the Mediunr Term Debt Strategy
approved by the National Assembly. The strategy airns at ensuring public
debt sustainability and envisages continued borrorving from domestic and

extemal sources. External financing will be largely on concessional terms.
The Covernment continues to ensure that the level of domestic borrowing
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does not crowd out the private sector given the need to increase private
investment to accelerate cconomic expansion.

Similarly, a cautious approach is adopted in the issuance of external
Covemment loan guarantees to minimize the level of contingent liabilities.
With the increased appetite for I'unding of heavy capital projects, the levels of
debt accumulation rvill be maintained at a sustainable level. The Govemment
is committed to satisfying this principle throughout. Our debt ratios compared
with internationally recognized threshold continues to show that our debt
level remains sustainable (Table 3.3).

Tablc 3.J: Ken a's Debt Sustainrbili

Fiscal risks shall be nrunaged pnrdently

The Government has improved its macroeconomic forecasts and regularly
review the impact of macroeconomic projections and its implications for the
budget. A detailed Annex on the Specific Fiscal Risks is prepared as part of
the Budget Policy Statement. The Government also takes into account the
fiscal risks arising from contingent liabilities, impact of the Public Private
Partnership and Financial Sector Stability. Further, every year a Contingency
provision of Ksh 5.0 billion is tbctored in the budget to cater for urgent and
unforeseen expend iture.

On the principle of maintaining a reasonable degree of predictability with
respect to the level of tax rates and tax bases, the Government has simplified
and modernized the VAT and Tax Appeals Tribunal legislations. Going
forward, a modern and simplified Excise Duty Bill and Tax Procedure Bill
will be enacted shortly. At the same time, a revierv of the lncome Tax Act
will commence shortly. These reforms are intended to lock in predictability
and enhance compliance with the tax system.

l)cficit Financing I'olicv

Indicator ( l'hrcshold) l\rsition

20tyl4 2014/15 20tyl6 20t6il7 20t1ltl

Dcbl {o- GDI) ratio 74.0 14. t 43.9 r.t t. / 12.6 4l.l

Extemal Debt -to- exports ratio 100,0 20't.9 201.1 190, r r80,8 I 1) J

Debt sen,ice -to- relcnue ratio 30.0 t1.1 li.8 12.3 ll.9

Debl service -to- expofls mtio 25.0 2.r.6 2l.l 2t.7 21,0 20.9
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f. A reasonable degree of predictabilily t+,ith respect to the level of tar rales and
lcL\ bases shall be mctintained, taking into accounl any tar refornrs thal nmy
be made in the future
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137. The Government's borowing plans remain anchored in the medium term
debt management strategy which aims at ensuring public debt sustainability. The
strategy envisages continued borrowing from domeslic and external sources.
While extemal financing will be largely on concessional terms we shall continue
to diversi$ our financing sources by continuing to access commercial sources of
financing. The Government will ensure that the level of domestic borrowing does
not crowd out the private sector given the need to increase private investment to
accelerate economic expansion.

138. On the external financing front, the Government will minimize the degree
of foreign exchange rate risk exposure associated with the external debt portfolio
by leaning towards borrowing more on concessional terms. A cautious approach
will be adopted in the issuance of external Covernment loan guarantees to
minimize the level of contingent tiabitities. With the increased appetite for
funding of heavy capital projects, the levels of debt accumulation will be
maintained at a sustainable level.

201 5/16 Budget Framework

139. The medium term fiscal framework for FY 2015/16 is set based on
macro-fiscal framework set out in Chapter ll. Real GDP is expected to increase
by 7.0 percent in FY 2015/16 underpinned by continued good performance across
all sectors oflhe economy. The projected growth assumes normal weather pattem
during the year and improved investor confidence in the economy. Inflation is
expected to remain low and stable, reflecting continued implementation of a

prudent monetary policy and stable food and oil prices, as well as stable
exchange rate.

Revenue Projections

140. The FY 20l5l16 budget targets revenue collection including
Appropriation-in-Aid (AiA) of Ksh 1,347.7 billion (20.7 percent of GDP) from
Ksh I,l64.l billion (20.4 percent ofGDP) in FY 2014/15 (Annex Tables 2 and
3). As noted in this document, this performance will be underpinned by on-going
reforms in tax policy and revenue administration. Ordinary revenues will amount
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136. The fiscal stance envisages continued bonowing from domestic and
external sources, with the lafter being largely on concessional terms. Non-
concessional external borrowing will be undertaken in a cautious manner and
limited to bankable projects and the stated ceiling in the Medium-Term Debt
Strategy paper. The Government also remains committed to accessing
international capital markets. In the FY 2013/14 the Government raised US dollar
2.0 billion through the issuance ofa first debut sovereign bond. The bond was
at lower than expected yields - the largest transaction by a first-time African
issuer and was oversubscribed - a strong indicator of international investors'
confidence on Kenya.



to Ksh 1,249.9 bitlion (19.2 percent of GDP) in FY 2015/16 up from the

projected Ksh 1,070.0 billion (18.7 percent ofGDP) in FY 2014/15.

Expenditure Projections

l4l. ln FY 2015/16, overall expenditure and net lending are projected at Ksh
I,880.8 billion or 28.8 percent of GDP) lrom the estimated Ksh 1,669.0 billion
(29.2 percent oICDP) in the FY 2014/15 budget. Recurrent expenditures will
amount to Ksh 987.0 billion (15.1 percent of GDP) compared with Ksh 900.2

billion ( 15.7 percent ofGDP) in FY 2014/15. ln the FY 2015/16, more resources
will be earmarked fbr development as required by the PFM Act 2012.

Development expenditure is therefore projected at Ksh 627.1 billion (9.6 percent

of CDP). Domestic interest payments are expected to reduce relative to GDP to
2.0 percent in FY 2015/16 from the projected 2.1 percent in FY 2014/15, while
pension expenditures are projected at 0.9 percent in FY 2015/ 16.

142. ln terms of percentage to CDP, the wage bill for the National Governmenl
(excluding MDAs rvhose budget is captured as current grants/transf'er)in FY
2015/16 is projected at 5.0 percent ofGDP in FY 2015116.

143. Expenditure ceilings on goods and services for seclors/ministries are

based on funding allocation in the FY 2014/15 budget as the starting point. The
ceilings are then reduced to take into account one-offl expenditures in FY 20 l4l I 5

and then an adjustment factor is applied to take into account the general increase

in prices.

144. The ceiling for development expenditures including foreign financed
projects (excluding nel lending) in nominal terms amounts to Ksh 629.9 billion in
the FY 2015/16. Most of the outlays are expected to support critical
infrastructure. Part ofthe development budget will be funded by project loans and

grants from development partners, while the balance will be financed through
domestic resources.

145. A contingency of Ksh 5.0 billion is providcd for in FY 2015/16. ln
addition, Ksh 6.0 billion is provided for as conditional grants to marginal areas.

up frorn Ksh 3.4 billion in 2014/15.

Overall Deficit and Financing

146. Reflecting the projected expenditures and revenues, the overall fiscal
balance (on a commitment basis and excluding granls), is projected at Ksh 533.2

billion (equivalent to 8.2 percent ofGDP) in FY 2015/16 against the estimated

overall fiscal balance of Ksh 504.9 billion (8.8 percent of GDP) in FY 2014/15.
lncluding grants, the overall fiscal balance (on a commitment basis) is projected

at Ksh 479.7 billion (7.4 percent ol GDP) in FY 2015/16 against the estimated

overall Iiscal balance olKsh 456.1 billion (8.0 percent ofCDP) in FY 2014/15.
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147. The fiscal deficit in FY 2015/16, will be financed by net external
financing of Ksh 269.3 billion (4.1 percent of GDP) and Ksh 208.3 billion (3.2
percent of CDP) net domestic borrowing.

Summarv

148. Fiscal policy outlined in this BPS aims at improving revenue efforts as

well as containing total expenditures. This will be achieved through
administrative and legislative reforms aimed at enhancing resource mobilization,
improving efficiency in government expenditure and reducing wastage. The
fiscal space created will avail resources to scale up investments in human capital,
including on health and education, and physical infrastructure, while at the same
time providing sufficient resources to ensure the success of devolution. The
Fiscal policy will also endeavour to adhere to medium-term debt targets as
provided in the medium lerm debt management strategy that aims at ensuring
pubtic debt sustainability.
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IV INTERGOVERNMENTAL FISCAL
RELATIONS AND DIVISION OF
REVENUE

Introduction

149. The 2015 Budget Policy Stalement is the second to be prepared under the

Devolved Government. This is being done at a time when the National
Government has made significant progress towards the establishment o[ a sound
legal framework for the effective and ef{icient operation ofCounty Covernments.
This comprises ofthe Public Finance Management Act, 2012, which among other
things, defines the powers and l'unctions of key National and County institutions
in financial management and control. The law also provides for accountability
mechanisms by entrenching public participation and disclosure of budgetary
information as well as mechanisms for enforcing compliance oIPFM laws. Other
laws that have been enacted include the County Covernment Act, 20ll; the
Intergovernmental Relations Act, 201l; The Urban Areas and Cities Act, 201 l;
the Transition to Devolved Covernment Act, 20ll; the Commission on Revenue

Allocation Act, 201 I and the lndependent Offices Act, 201 I .

150. The National Government has also drafted and submitted to Parliament
two key Public Finance Bills required under the Fifth Schedule of Constitution -
that is - the Public Audit Bill, 2014 and the Public Procurement and Asset

Disposal Bill, 2014. ln addition, the PFM Regulations, 2014 are to be submitted
to Parliament for consideration and approval. ll is expected that the two Bills and

the PFM Regulations will be passed by Parliament in 2015. These pieces of
legislations if enacted will go a long way in further strenglhening the legal

lramework for public finance management.

l5l. The National Government has also rolled out the lntegrated Financial
Managernent lnformation System (IFMIS) to all the 47 County Governmcnts. In

addition, National Government seconded thc requisite staff to support County
Governments in service delivery during the transition phase. The County
Covernments have also recruited additional stalf.

152. In addition, rnany counties have put in place County legislations to govern

operations of County Governments.

153. With these measures in place. the National Government has laid the

fbundation for County Covenlments and the country at large to reap lhe full
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benefits of devolution. Notable improvements in 2014/15 financial year
comparcd to financial year 2013/14 include the timely preparation and approval
of County budgets by County Govemments.

Challenges Encountered by County Governments in Public
Finance Management

154. This progress notwithstanding, evidence suggests that County
Covernments continue to face a number ot- challenges that could hinder
accountability and delay the realisation ofthe tirll benetits ofdevolution.

155. First, County Govemments have experienced challenges in working
relationship between County Executives and County assemblies which has

disrupted the process of county planning and budgeting as well as the execution
and reporting on budgets. This rivalry and disputes have been primarily centred
around the budget ceilings for county assemblies issued by the Commission on
Revenue Allocation. These disputes have ended up in courts of law and are
pending court determination, creating uncertainty over the implementation of
plans and budgets ofthe affected County Govemments.

156. Second, concems have also been raised regarding revenue raising
measures ofCounty Oovernments set out in their respective county Finance Bills
for financial year 2014/15. This is primarily because they are seen to be
unfriendly to businesses. In line with a resolution of the lntergovernmental
Budget and Economic Council, a framework fbr preparation and approval ofthe
County Finance Bills witl be developed in 2015 in order to ensure compliance
with Article 209 (5) of the Constirution and Section t6l of the Public Finance
Management Act, 2012.

157. Third, the format in which budget estimates of some County Governments
are presented does not comply with the PFM Act,2012 and the Constitution, such
as, the requirement under Aricle 220 of lhe Constitution that budgets must
clearly differentiate between recurrent and development expenditure. In addition,
some county budgets do not break down lheir expenditures by departments or
programmes. lt should be noted that both good practice in budgeting, and the
PFM Act,20l2 require that County Governments disaggregate their budgets and

break down their budgets into recurrent and development expenditure.

158. In addition, budgets of a few County Govemments do not contain a multi-
year framework (3 years), even though it is a requirement ofthe PFM Act,20l2.

159. Fourth, it is not easy to tell from many County budgets on what basis they
estimate their revenues and whether these are realistic. As a result, budgets of
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some County Governments have tended to overstate the revenue estimates, in the

end resulting in huge budget deficits where the ambitious revenue targets are not

realised.

160. Fifth, budget estimates of a number of County Governments do not

strictly adhere to coding prescribed in the Standard Chart of Accounts. This'

besides complicating cross County comparisoll, nleans that county budgets may

not reflect the true picture of County finances.

l6l. Sixth, some County budgets have not complied with the fiscal rule set out

under Section 107 ofthe PFM Act, 2012 that limits the development spending to

at least 30 percent of County Government's budgets. In addition, most County

Govemments do not submit reports on how their budgets comply with the fiscal

responsibility principals set in the PFM Act, 201 .

162. Seventh, many Counties have budget lines that are unclear. The lack of
appropriate narrative and notes explaining these budget lines can lead to

confusion about Covernment priorities.

163. To put an end to this trend, the National Treasury will embark on the

following strategies. First, the National Treasury shall accelerate the structured

training of the relevant County Covernments staff involved in public finance

management, including County Treasury Ofllcials on various aspects of public

finance management. The training to be rolled-out by the National Treasury in

partnership rvith other key stakeholders shall cover the following areas: Budget

Preparation; Cash and Treasury Managementi Financial Accounting, Recording

and Reporting; Integrated Financial Management Information System (IFMIS);

Public Procurement; Revenue Management; and Intemal Audit, among others.

Development of training manuals covering thc various aspect of PFM is

underway.

164. Secondly, the National Treasury will come up with performance based

grants to incentivise better financial management by county governments.

165. Thirdly, the National Treasury shall seek to resolve the above challenges

through the intergovernmental forums such as the Intergovemmental Budget and

Economic Council and the Intergovernmental Relations Summit.

Transfer of Functions and Budgeting

166. The Constitution has assigned t'unctions to both levels of Government

while the Transition to Devolved Government Act,20l2 (TDGA) prescribes how

the functions are to be transferred from the National Govemment to the County

Govemments durins tl1*trarr1tigl--Pg,"q. Th. T.T'{ig" 4gFrll-hal
I
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transferred functions to County Governments through three gazette notices dated

February,20l3, August, 2013 and March,20l4. The quanturn of resources to be

transferred to County Governments is determined by the costing of functions thus

far transferred to County Govemments. This is consistent with the provisions of
Article 187(2) ofthe Constitution which entrenches the principle 'finance should

follow functions' which requires that once a function is transferred, the necessary

resources should also be transferred to the Government that is assigned that

function in order to enable such Government to perform the functions transferred.

167. Section l9l of the PFMA requires the Cabinet Secretary responsible for

finance to prepare and submit the Division of Revenue Bill and the County

Allocation of Revenue Bill to Parliament for approval to authorise the division of
revenue raised nationally between the National and County Governments and

among County Covemments. In preparing the Revenue Bills, the Cabinet

Secretary is required to take into account the recommendations of the

Commission on Revenue Allocation on the Division of Revenue between the

national and County Governments and across County Covernments. National and

County Governments' budgets are then prepared only after the two Bills are

approved.

Division of Revenue betwee n the National and County Governments

Baseline Cost oJ Devolved Funclions

168. In estimating the County Govemments' equitable share ofrevenue raised

nationally to be allocated to counties in the financial year 2015/16, the baseline

cost of devolved functions is derived from the Division of Revenue Act, 2014

and comprises olthe equitable share ofKsh 226.66 billion. The equitable share of
revenue is an unconditional allocation to the County Governments and therefore

County Governments are expected to plan, budget, spend and accounl on the

funds allocated independently. This baseline cost of devolved functions takes into

account the functions gazetted for transfer by the Transition Authority vide

gazette notices dated February 20 t 3 and August 2013.

169. To this baseline the follorving adjustments have been made:

Adjustment to reflect allocations held at the nalional level for functions

gazetted for transfer to County Governments. These include:

(l) Adding an allocation for Personnel Emoluments for staff transferred to

County Governments from the State Department of Livestock Development

amounting to Ksh. 1,466 million; and
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(2) Adding an allocation of Ksh 935 million lor village polytechnics
previously under th€ Ministry of Education

(3) Adding an allocation of Ksh 545 million for functions transferred to
County Governments vide TA gazette notice of March 2014. The functions
were gazetted for transfer after the Division of Revenue Act, 2014 was passed

by the National Assembly and therefore related resources could not be

transferred in financial year 2014115. This allocation re late to Agricultural
Training Centres/Agricultural Mechanisation Stations.

Counly Governntents'Equitable Share of Revenue for Finuncial Year 2015/16

170. According to Article 203(2) ofthe Constitution, in dividing the shareable

revenue belween the two levels of government each financial year, County
Governments must be allocated an equitable share of revenue that is not less than
15% of most recent audited revenue received as approved by the National
Assembly.

2015 Budget Policy Statement

l7l , In order to arrive at the County Governments' equitable share of revenue

for the financial year 2015/16, the adjusted baseline of the estimated cost of
devolved functions (FY 2014/15) was increased by an agreed rate of County
revenue growth of 10.41 percent. In addition, an allocation of Ksh. 4.5 billion
was added to cater for the salary and allowances awarded to State and other
public officers of the county governments in the financial year 2014/15. After
making the adjustment the County Governmcnts equitable share ofrevenue in the

financial year 2015/16 is estimated to be Ksh 258.0 billion (Table 4.1). This
allocation is more than twice the constitutional minimum of' l5 percent

(equivalent to Ksh 116.5 billion) of the latest audited revenues ol Ksh 776.9
billion for FY 2012/13.
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Allocation for FY 2074/75 226,GffiBaseline

Baseline Adjustments

Add:
7. Allocations for Personnel Emoluments for stoff
tronsferred to CGs from the stote Deportment ol Livestock

Development

2. Allocotion for vitlage polytechnics currently under the

Ministry of Education

3. Tronsfer ol Funds reloting to o county fundion
tronsferred to county governments in 2074 (Agriculturol

Tro inin g Centres/Ag ricultu rol Mech o n isotio n Statio ns ) vid e

TA gozette notice doted Morch 2014

1,466

9i5

545

usted Baseline 229,606Ad

Additional Revenue Measures

Add:
7. Adjustment for Revenue Growth (Agreed Revenue growth

f octor = 10.41%)

2. Adjustment t'or increases in solories ond ollowonce

owdrded by the Solaries ond Remunerotion

23,902

4,5NCo m missio n (SRC) in 2014/ 15

uitable Revenue Share allocation for FY 2015/15 2s8,008E

Table 4.1: Equitable Revenue Share Allocation lo County Governments, FY
2015/ l6

Source: Natlonal Treasury

Additlonal Conditionol Allocalions lo Counly Governments

172. Article 202(2) of the Constitution provides for additional allocations to

County Covernments from the National Covernment's share of revenue, either

conditionally or unconditionally. Pursuant to this Article, the National

Govemment proposes to allocate the following additional conditional allocations

to support specific national policy objectives to be implemented by County

Govemments:

. Conditional Grant in support of Free Maternal Health Care of Ksh 4'298

billion. This grant is to be transferred to County Governments on a

reimbursement basis, upon confirmation that the County Government s

provided maternal health care services in their health facilities in accordance

I
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with agreed specifications. This grant is intended to facititate access to free
matemal health care in order to reduce the high matemal and child mortality
rates in Kenya. It should, however, be noted that the Ministry of Health is
currently working on modalities of replacing this arrangement of ,cash

transfers' to county health fbcilities with an insurance scheme that will
guarantee mothers access to free maternal health care in the county health
facilities.

Conditional Grant to facilitate the leasing of medical cquipment of Ksh
4.5 billiou. This grant is intended to facilitate the purchase of modern
specialised medical equiprnent in at least two health facilities in each County
Government over the medium term. 'fhis will lacilitate easy access to
specialised health care services and signilicantly reduce the distance that
Kenyans travel in search of such services.

Conditional Grant for Level-S hospitals of Ksh 2,064 billion. Level-S
hospitals continue to play a significant role in providing specialised health
care services to Kenyans. 'l'hese hospitals provide specialised health care
services to citizens residing outsides their host County Govemments, usually
for complicated cases referred from lower level health facilities. ln order to
compensate them for the costs incurred in rendering services to neighbouring
County Govemmenls, the National Government proposes to allocate Ksh
2.064 billion to be transferred to County Governments as a conditional grant.

Conditional Grant of Ksh 900 million to compensate County Health
facilities for forgone user fees. lt is the intention of Covernment to sustain
the Government policy of not charging user fees in public health facilities. In
this regard, the National Covemment has allocated Ksh 900 million to
compensate County governments for revenue forgone by not charging user
l'ees in the County health lacilities.

Conditional Grant from the Road Maintenance Fuel Lcty Fund of Ksh
3.3 billion. ln order to enhance County Governments capacity to repair and
maintain county roads the National Government proposes to transfer l5
percent of the Road Maintenance Fuel Levy Fund to the County
Governments.

Proposed Verlical Division of Revenuefor FY 2015/16

173. ln the Financial Year 2015/16, the proposed estimated vertical allocation
to National and County Governmenls is as shown in Table 4.2.
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Percentage (%) of

201213 Audited

Revenue(i.e. Ksh. 776.9

billion)Amount in KshType/Level of Allocation

0.8%

991,892,000,000

4,298,000,000

4,fil,000,000

2,064,480,000

900,000,000

6,000,000,000

National Government

Of which:

Free Matemal Health Care

Lexing of Medical Equipment

Level5 Hospita/s

Hedthcare f acilities conpensatictt for

forgone user fees

Equalisation Fund

258,008,000,000 1'tot-
County Equitable Share

Total Shareable Revenue

Table 4.2: Allocation of Revenuc raised Nationally betwcen the National and

Coun Governmcnts for FY 2015/16

MEMO ITEMS

Source: Nollonol Treasurl)

174. In the financial year 20t5/16, the funds allocated to County Govemments

are estimated at about Ksh 283.7 billion. This represents 37 percent ol the most

recent audited revenues approved by the National Assembly (i.e. Ksh 776.9

billion for the financial year 20l2ll3), about 2.5 times the constitutional

minimum of [5 percent. This comprises of:

County Governments' Equitable Share of Ksh 258 billion- This is an

unconditional allocation to County Governments in accordance with the

County Equitable Share

Cond itional Allocations (of which ):

1. Free Matenal Health Care

2. Leasing ot Medical Equipment

3, LevelS Hospita/s

4. Alluation hon Fuel Levy Fund

(15%)

5, Heafthcare lacilities compens ation

lor fwgone user fees

6. C-anditional Allocations - loans and

grants

258,008,000,000

25,733,68s,204

4,298,000,000

4,500,000,000

2,0u,480,000

3,300,000,000

900,000,000

10,671,205,204

Total County Allocations 283,741,685,204 370/o

1,249,900,000,000
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formula for sharing revenue approved by Parliament under Article 217 of
the Constitution.

Conditional grant for Free Maternal Health Care of Ksh 4.298 billion

Conditional grant lor Leasing medical equipment of Ksh 4.5 billion

Conditional grant for level-5 hospitals of Ksh 2.064 billion

Conditional grant amounting to Ksh 900 million to compensate county
health facilities for user fees fbrgone.

Conditional grant from the Road Maintenance Fuel Levy Fund of Ksh 3.3
billion.

Conditional allocations lrom donor loans and grants estimated at Ksh 10.7
billion.

175. Of the balance of the shareable revenue left after allocating Ksh 273.1
billion to County Covernments, it is estimated that Ksh 6.0 billion or 0.8 percent
of the most recent audited revenue will be allocated to the Equalisation Fund in
the financial year 2015/16. Allocation to rhe Equalization Fund in 2015/16 has
been scaled up above the minimum Constitulional requirement of 0.5 per cent of
the last audited revenue in order to compensate lor the years when the Fund has
not been in operation.

Evaluation of lhe Vertical Division of Revenue in Relation to Article 203(l) of
lhe Consliluli0n

176. Although the Constitution does not explicitly prescribe the upper limit of
the equitable share of revenue to be allocated to either level of Government, it
does provide some principles that could inform the decision on how high up the
equitable allocation to either level of Govemment can be set.

177. First, the Constitution requires the equitable division of revenue to take
into account the functions assigned to each Ievel of Govemment. This calls for
accurate costing of the hrnctions assigned to each level ol Govemment. In this
regard, the costing of thc lunctions assigned to County Covernmenls rvas

undertaken through a consultative process during the preparation of the MTEF
Budget lor 2013114. This costing forms the baseline for purposes of determining
the division of the equitable share of revenue for each level of Government in
subsequent financ ial years.
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178. Second, Article 218(2) of the Constitution requires division of revenue

between the two levels of government and across County Covernments to take
into account the criteria set out in Article 203( l) of the Constitution. The criteria
include factors such as: national interest, public debt and other national
obligations, needs ofthe disadvantaged groups and areas etc.

179. Table 4.3 provides an assessment ofthe extent to which the requirements
of Article 203 (l) have been incorporated in estimating the division of revenue

between the National and County levels of Government in the financial year
2015/t6.

Table 4.3: Evaluation of Revcnue Allocation in Relation to Article 203 (l) of
the Constitution

ITEM DESCRIPTION 2014t15 2015116

Ksh. Millions Ksh, Millions
Ordinary Revenue (excluding AIA) 1,087,116 1,249,900

B National lnterost lArticle 203 (1Xal
1. Enhancement ot SecurityOperations (police \ehicles,

helicopters, debnc€ etc.)

2. National lnigation & Fertilizer Clearance

3. NYS Re-engineering

4. Natjonal Social safety net - (for older persons, O!C, Child

Welfare, se\ere disability, urban lood subsidy)

5 Laptops

73,942

20,150
't1,626

11,755

12,831

17,580

72,533

18,067

12,500

11,555

12,831

17,580

c Public Oebt (Arlicle 203 [r][b]) 378,010 362,391

D Other Natlonal Obligatlons (Article 203 [1llbl)
1. Pensions, constilutional saldries & othet

3. ConstitutionalCommissions (Att.248(20 - i.e. CRA, ClC,

sRc, NLC, NPSC, /EaC. rSC

3. lndependont Ofrces(Atl. 248(3)) - i.e. AG &CoB
4. Paliament
5. Othet Constitutional lnsttutions- AG's ofrce and DPP

6. Other Statutory Bodies (e.9. EACC,RPP.WPA,CAJ. IPOA,

NCEC)

7. Other Statutory Allocations(eamad<ed funds e.g

Constituency DevelopftEnt Fund, UtEzo Fund)

282,439

37,569

173,557

3 446

23,104

6,110

3,410

35,243

304,503

54,617

179,589

3,566

22,947

6,578

3,934

33.27 3

E Emergenci€8 lArticl6 203 (1Xk]I

Contingencies

Strategic Grcin ReseNe

7,700

5,000

2,700

7,913

5.000

2,913

F Equallsation Fund [Article 203 (1) (g) and (h)] 3,400 6,000

G

Balance to be shared bstvreen the Natlonal and County
Government 341,625 496,560

H

Cou nty Gove,nment Allocation from Revenue Raised

Natlonally 228,530 273,070

I Balance Available for National Government Needs 1'r 3,09s 223,490
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180. The analysis in Table 4.3 shows that afier taking into accounl the criteria

set out in Article 203(l) of the Constitution approximately Ksh 223.5 billion is

left to fund other National Government needs, compared with Ksh 273.1 billion

fbr County Governments.

Horizontal Division of Revenue among Counties

l8l. Section 190 of the Public Finance Management Act,2012 requires the

Cabinet Secretary for finance to prepare and submit to Parliament a County

Allocation of Revenue Bill, setting out the division of County Governments'

share of revenue among counties. County Governments will also get additional
conditional allocations from the loans and grants.

182. Table 4.4 provides estimales ofrevenue allocation among Counties in the

financial year 2015116. The allocations comprise of the equitable share of Ksh
258 billion.

183. Section l6 ofthe Sixth Schedule ofthe Constitution provides that the first
and the second basis for the division ofrevenue approved under Article 217 ol
the Constitution shall have terms ofthree years each. The lirst basis of division of
revenue was approved in November 2012 and therelbre it is expected to lapse in

the financial year 20l4l15.lt is expected lhat Parliament will approve another
fbrmula for sharing revenue among County Govemments in 2015. In this regard,

the CRA submittcd the recommendation on the second basis for sharing revenue

among County Governments to Parliament in November 2014. ln that
recommendation, the CRA has proposed thal the equitable share of revenue be

allocated among County Governments as follows:

. 45 percent to be shared on the basis of the ratio of County population to
national population;

. 25 percent be shared equally arnong the County Governments;

. l8 percent be shared on the basis ofpoverty prevatence;

. 8 percent to be shared on the basis ofthe ratio ofCounty land area to the

country's land area;
. I percent to be shared on the basis ol liscal responsibility lactor
. I percent to be shared on the basis of a factor that measures the level ol'

County developmenl; and
. 2 percent to be shared on the basis of personnel emolument f'actor.

184. Parliament however, has not approved the second basis fbr sharing of
revenue among County Govemments.
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185. Section l9l of the Public Finance Management Act, 2012 requires the
National Treasury to submit the County Allocation of Revenue Bill by l5'h
February each year. In order to fulfil that requirement the National Treasury has

proposed the division ol equitable share of revenue (Ksh 258 billion) among
County Governments on the basis ofthe first formula for sharing revenue among
County Governments pending the approval of the second formula for sharing
revenue. It should, however, be noted that the proposed revenue allocations to
county govemment set out in the County Allocation of Revenue Bill, 2015 are,

therefore, subject to the decision of Parliament on the second revenue sharing
lormula and therefore may be revised to accord with the approved formula.

186. In addition, County Governments will also get the ibllowing additional
conditional allocations from the National Governments share of revenue raised
nationally:

Allocation for Free Maternal l{ealth Care of Ksh 4.298 billion. This

will be distributed among County Governments on the basis of
percentage contribution to total number of maternity deliveries during

the financial year 2013114.

Allocation for leasing of medical equipment of Ksh 4.5 billion. This is

to be allocated to County Govemments equally.

Allocation fbr level-5 hospitals of Ksh 2.064 billion. This is to be

shared among County Govemments on the basis ol percentage bed

occupancy per hospital in 2014.

Allocation from the Road Maintenance Fuel Levy Fund of Ksh 3.3

billion. This is to be shared among County Govemments on the basis

of the revenue sharing formula approved by Parliament in accordance

with Article 2 I 7 ol the Constitution.

187. tn addition, County Governments rvill be allocated Ksh 844.7 million
from the proceeds of a grant from the Covernment of Denmark and Ksh 508.2

million from a World Bank loan. These funds are intended to support the delivery

of health services in county health flacilities with a view to increase access to

health care services by Kenyans and in particular the poor. The funds are to be

allocated to County Governments on the basis of the criteria specified in the

2015 Budget Policy Statement

o Allocation of Ksh. 900 million to compensate County Covernment for

user fees revenue lbrgone. This is to be allocated among County

Governments on the basis of the annual consolidated facility
outpatient attendance rvorkload as reported in the Health Information

System.
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financing agreement between the Government of Kenya and the development

partners.

188. County Governments will also be allocated additional conditional

allocations of Ksh 9.3 billion frorn the other loans and grants received from

development partners and the Covernment counterpart funding derived from the

National Government's share. The conditional allocations liom proceeds of loans

and grants, however, will not be transfened to County Governments in the

financial year 20l5116 due to the following reasons:

There exists financing agreements guiding the structures and

management framework of all the programmes/projects, the alteration

of which would take long and delay implementation of
programmes/projects;

Loans and grants earmarked for devolved functions are tied to on-

going contracts with suppliers, the alteration of which may have legal

and cost implications;

Some of the programmes/projects funded by loans and grants have

agreed implementation structures transcending more than one County

and therefore it may not be possible to place the responsibility for
their management in one County Govemment; and

The financing agreements also specify the funds flow modalities

which may not be consistent with what is contemplated under the

inlcrgovernmental arrangemcnt.

189. lt is therefore expected that the loans and granls under the existing

financing agreement will be managed by the National Governmenl but with

involvement of County Govemments in the Project Steering Committees and

Project Implementation Units lor each programmeiproject. In addition. reporting

arrangements as well as the conditions attached to the implementation of the

programme/project will be clearly spelt out in Project lmplementation

Frameworks to be agreed with County Governnrents prior to the release of the

funds and implementation of the projects.
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Table 4.4: Revenue Allocation for Each County Government for Fy 2015/16
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Sources of Additional Resources for County Governments

190. In addition to the resollrces obtained from the National Government as

equitable share or additional conditional or unconditional allocations County

Governments can raise additional resources from the following sources:

Own revenues from specific County Government revenue ralslng

measures through imposition of property taxes, entertainment taxes, as

well as any other tax they are authorised to impose by an Act of
Parliament as well as user fees and charges authorised by county laws'

Borrowing, provided the National Government guarantee is obtained as

well as the approval of the respective County Assembly. [n readiness for

borrowing by County Governments the PFM Regulations that are to be

submitted to Parliament for approval have further clarified the framework

lor County borrowing. The framework provides for among other things:

Sources/Types of
Covemments

debt which are available to County

Purposes for which debt may be contracted;

Procedures of borrowing, which includes the process of approval

(including issuance of guarantee) and guarantee eligibility criteria;

Borrowing limits. lt has been proposed that the debt stock of a

county government should not exceed 20 percent of that County

Government last audited revenue while the debt service costs are

to be capped at l5 percent ofthe County Covernment last audited

revenue; and

Mechanisms to enforce compliance with law as well as reporting

requirements.

Grants antl donalions from development partners in accordance with

section 138 and 139 ofthe Public Finance Management Act, 2012.

Equalization Far?d established under Article 204 of the Constitution for

purposes of providing basic services including water' roads, health

facilities and electricity to marginalised areas in order to bring these

services in the marginalised areas to national standards.
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Fiscal Discipline

l9l. County Govemments must ensure that county resources are used in a
prudent and responsible way as required under Article 201(d) ofthe Constitution'

tn addition, County Governments must comply with the fiscal responsibility

principles set out in the PFM Act and County Treasuries are also responsible for

ensuring compliance with the set fiscal targets. tn this regard, County Treasuries

must ensure each County Covernment's recurrent expenditure does not exceed

their annual revenue. In addition, County Treasuries should ensure County

Govemments' development budgets do not fall below 30 percent of their total

budget over the medium term and that the wage bill and ceilings for County

Assemblies are in line with the PFM regulations.

lg2. A key factor that may limit the capacity of County Governments to adhere

to the set fiscal responsibilityprinciples is the tendency to recruit additional staff

without due regard to the County fiscal capacity. It is also the responsibility of

each County Treasury to guard against the growth of the wage bill to

unsustainable levels that may be detrimental to economic development' It should

be noted that a wage bill limit will be set in the PFM Regulations that will soon

be tabled in Parliament for approval and County Covernments will be required to

comply with the set limits when regulations are approved by Parliament' County

Treasuries should therefore be conservative in terms of the budgetary provisions

for salaries and atlowances.

193. In the past some counties have tended lo overstate their revenue

projections. This increases the risk of having a huge unfunded budget deficit at

the end of the financial year. County Governments are therefore expected to be

conservative in projecting their revenue collections and to ensure that deficits are

not included in their budget for financial year 2015/16 without a clear and

realistic plan ofhow the deficit will be funded.

lg4. The National Government is committed to supporting County

Governments to enhance their own source revenue. Towards this end, the

National Covemment will work closely with the County Covernments to come

up with mechanisms and work plans for doing so.

Capacity Building of County Governments

195. Evidence shows that some counties are still experiencing challenges in

fully implemenring the PFM Act 2012. The national government will therefore

conlinue providing the necessary support in order to build the capacityof County

Governments in public finance management ln this regard, towards the end of

the year 2014, the National Government embarked on a structured training

I
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programme guided by lhe County Public Finance Management Training
Curriculum prepared by the National Treasury. For each ofthe training module
identified in the curriculum, a Trainers and User's Manual are to be prepared.
Manuals tbr two modules have been finalised and published. preparation of
manuals for other modules identified in the curriculumare underway. The
National Treasury will also provide standby teams to respond to requests for
support from the County Governmenls.

t96. ln addition, the National Government in collaboration with development
partners will over the medium term design a fiamework for managing a
performance grant which will involve transfer ofconditional grants to counties
which adhere to fiscal responsibility principles set out in the Act and its
regulations as well as meet minimum conditions and key service delivery
standards. Once the framework is in place, the government will reach out to
development partners to provide their support to county governments through the
framework and thus coalescence around common results. This approach will (i)
increase the share of donor support through govemment systems and (ii) ensure
improved service delivery through the achievement of key results and (iii)
ultimately encourage counfy governments to achieve better fiscal performance.
This will go a long way in incentivising county govemments to improve their
capacity to manage their finances in order to auain better fiscal performance.
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Summary

197. lmmediately after the promulgation of the Constitution, the Govemment

embarked on the process of establishing the necessary legal and institutional

framework for successful rollout ofdevolution. This is now in place including the

requisite human and financial resources to facilitate operationalization of the

devolved system of Government. Indeed, the share of revenue raised nationally

allocated to County Covernments has grown steadily from Ksh 193.4 billion in

financial year 2013/14 to Ksh 228.5 billion in 2014/15 and is expected to increase

fu(her to Ksh 273.1 billion in the 2015/16 financial year. Additional conditional

allocations of Ksh 10.7 billion from proceeds of loans and grants from

development partners will also be spent at the county level, bringing the total

allocation to County Governments in 2015/16 to Ksh 283.7 billion. From a fiscal

management viewpoint, what remains to be done in order to ensure the full

benefits ofdevolution are achieved is to put in place measures that will enhance

the efficiency and effectiveness ol County Govemments in the delivery of
services. This will require training of the county staff as well as design of
innovative methods to incentivise good fiscal performance and efficient and

ellective service delivery. Such methods will include introduction of
intergovemmental grants aimed at incentivising the desired result.
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V MEDIUM TERM
FRAMEWORK

EXPENDITURE

Resource Bnvelope

198. The resource envelope available for allocation among the spending

agencies is based on the updated medium term fiscal framework which is

outlined in Section II l.

199. Domestically mobilized budget resources will finance about 80 percent of
the expenditure priorities in the budget. Out of this, tax revenue (income tax.

customs duties, value added taxes, and excise taxes) will accounts for over 85.8

percent ol total budget resources. Revenues are expected to reach 2 I .5 percent of
the rebased GDP in 2015/16. Committed total extemal support in the lbrm of
grants and concessional borrowing tied to specific programmes/projects are

expected to bc about 4.1 percent ofGDP in 2015/16.

200. Domestic borrowing at 2.8 percent of CDP is expected to finance about

65 percent of the deficit in 2014/15, and thereafter is expected decline to 1.7

percent of GDP by 2017/18 in line rvith the objective of gradually reducing the

debt stock as a percentage ofGDP

201. Ordinary revenue is projected to broadly cover funding required for
recurrent expenditure, County allocation and part of the development

expenditure, leaving the rest of the development budget to be financed mainly
through external project grants and loans, as well as domestic borrowing. This

approach bodes well for long+erm sustainability ofour public finances.

202. The summary of the budgetary allocations for the 2015/16 - 2017/18 is

provided in Table 5.1.

Table 5.1: Summary of the Allocations to the 2015/16 - 2017/18 MTEF
Budgct, Ksh Million

* of t,hich County Sharable. 258,008 284,900 314'500

Details

I National Govemrnent

2 Parliarnent

3 TtE Judiciary

4 Cornty Govemment*

Total

2015fi6
1,3s4,950

22,947

t7,962

261,700

1,657,559

2016/17

1,470,192

lJ, b) o

l8,9ss

288,800

1,801,603

2017fi&
|,s94,t78

24,702

20,759

318,700

r,9s8J39
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Key Priorities for the 2015/16 Medium Term Budget

203. The MTEF budget will critically be reviewed with a view to remove non-
priority expenditures and shift the savings to the priority programmes. The
Second MTP (2013-2017), together with the priorities of the Jubilee
Administration will guide resource allocation.

204. The Constitution and lhe PFM Act,2012 require both the National and
County Governments to promote budgetary transparency, accountability and
effective management of the economy. In line with this, the Govemment will aim
at eliminating inefficient and wasteful public spending at all levels in order to
promote public trust in public spending,

205. As we finalize the FY20l5/16 Budget within the MTEF, we rvill critically
review expenditures to ensure that expenditures are geared towards identified
priority programmes of the Government. Taken as a whole, the budget for
FY20l5/16 will focus on the following:

The critical social areas will continue to receive the bulk of budgetary
resources. With a combined allocation of 27.2 percent of total
discretionary expenditures, education and health sectors will receiving a
significant share of resources.

The budget will also reflect significantly increase in capital investments in
the areas of Energy, Infrastructure, ICT and development expenditure in
general. This rellects the priority rve assign to the development in
contributing to our growth objectives. The sector will receive 27.6 percent
of total discretionary expenditures. This reflects Govemment's
commitment in improving infrastructure countrywide, such as roads,
energy and rail. The allocation to the sector will continue to rise over the
medium term.

206. Other priority areas including security, social protection. youth and
agriculture will be given priority in the allocation of resources.
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Medium-Term Expendi(ure Estimates

207. Table 5.2 provides rhe projected baseline ceilings for the 2014 MI'EF,
classified by sector.

Tablc 5.2: Mediunr Ternr Sector Ccilin 20t4trs - 2017 n8 Ksh Million
i6 SHARE OF TOTAL EIPEI]DITURE

SECIOR PROJECTIOI{S PROJECTIONS

ESIIIilATES

201{15

CAUNG

2015/16 201&17 2011t18 ESTIMATES

201lJ15

BPS

CELI[G

20i5/16

201&J7 2017i 18

AGRICUI-TURE, RURAL & URBAN OEVELOPMENT SUB.TOTAT 60,224 65,237 10,121 71,508 51% 4 1tt 1.67,

Rec Goss 15,957 16 430 16 889 17,974 1 3.i 1]t! 114A

De! Coss 44 266 43 807 53 634 3 71i

EIIERGY, IIIFRASIRUCTU RE AND ICI SU8.IO'IAL 256,E91 385,111 383,581 399,964 211r/t 216% 25 Ato 24 4h

Re( Cross 35,5!3 36,2r6 36.333 36,492 26% 2 2,.,

oev Coss 221.N1 3.49 lS yl 248 363 472 l8 ?91 25 trh

GEIIERAT ECOIIOMIC ANO COIi! TIERCIAI AFFAIRS SUB.TOTAL 16,248 14,795 15,216 15,546 14th I 1olo 10% 0 9t:
Re( Coss 6 654 6.841 im2 7 292 0 6i,;

oev Goss 9 591 7 951 8ly E 25,4 06%

HEALTH SUB.TOTAT 47,362 51,407 53,341 54,627 4 f/i 37% 3.s%

Rec Goss 26,06r 28 0ll 28 758 29.576 1yk
Dev Goss ?1 S1 23 3% 25.051 18:l 1 7|. 16% 1 59,:

EDUCATION SUB"TOTAL 308,351 127,359 361 928 395,572 261'/" 23 5% 23gh 241tk
Rec Goss 273.3E0 291.y3 321.Ui 351,157 2l 1li 21tti
Dev Goss 34.971 37.881 41.115 2 51,

GOVERNANCE JUSTICE LAW AIID OROER SUB.IOTAL 130,855 113,220 170,810 201,859 11.1"/, 103% 1r 3% 123%
Rec. Goss 119157 125663 r39 886 171495 10 t% 10 5:/.

Dev Gros5 t1 697 17 557 s 924 101h 1 31a
,9

00% 00% 0 f/, 00n
PUBLIC AOi!INISTRATION AND IHTERNATIOIIAL

Rtr-{IIONS SUB.TOIAt 196,948 217,699 215,210 269,015 16 P/. 16In
Rea Cross 91.228 123 r23 142.573 160.375 8 8i! 9,ll/:

Dev 6ross 142.724 9r 276 102 667 108.6,(0 87% 6 87, 68% 66%

NATIOIIAI. SECURfi SUS.TOTAL 90,721 111,072 131,224 149,356 7 7.A 87./. 91";
Rsc Gaoss fi721 114 072 131nl 1r9 356

SOCIAL PROTECTION, CULTURE ANO RECREATION SUS.TOTAL 21053 25,680 28,287 27,708 2trk r8% 1 $/o 1.7'k
Rec Gross 11 234 11 4i9 11 750 l! 0 ilt
Dev Grc!9 12 !68 11445 15.958

ENVIRONIiEI,JT PROTECTION, WATER AIIO

NATURAL RESOURCES SUE.IOIAL s0,807 5t,977 53,0n 51,381 4 3:,1 I l:,
Rer Gross 11701 11324 15111 '

Dev Cross 36103 36152 38123 39 271 31% 26./,

TOTAL TOTAI 1,182,{63 1,395,&59 1,512,623 1,639,636 r0.l fi: 1m.fl/r

Rec. Grcss t37,5.11 768 089 853,200 953,878 ,:' 56.4',1

oev. Gross 191,922 527 759 659 623 635,75E 4196 45 0i1 436% 418.1
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Basellne Ceilings

208. The baseline eslimates reflects the current ministerial spending levels in
sector programmes. In the recurrent expenditure category, non-discretionary
expenditures takes first charge and includes payment of statutory obligations such
as interest payments, salaries for Constitutional offices and pension that are
financed by the National Government included in the consolidated fund services.
These expenditures are projected to account for about 17.3 percent of the
expected ordinary revenue receipts.

209. Compensation of employees covering those staff in the line ministries
providing services for National Covernment functions accounts for about 27.7
percent of the ordinary revenues. Expenditure on operations and maintenance
accounts for 36.6 percent of the projected ordinary revenue, of which Defbnse
and NSIS account for 10.3 percent

210. Overall, recurrent expenditure on non-discretionary, compensation of
employees, operations and maintenance, and county allocation account for 95.9
percent of projected ordinary revenue. The balance of 4.1 percent from total
ordinary revenue is the resources available to lund planned development
projectVprogrammes for the National Government (excluding the Railway
Development Programme which is financed through the Railway Development
Levy) and loan redemptions.

2ll. As already indicated, it is only 4.1 percent of the ordinary revenue that
will be available to finance part of the planned development expenditure in an
ordinary year. The rest of the development expenditure is funded through
borrowing from the domestic and foreign sources, as well as grants tied to
projects.

212. Development expenditures are shared out on the basis ofthe Vision 2030
and MTP priorities as well as other strategic interventions to deal with
unemployment and remove constraints to faster growth as oullined by the
manifesto of the current Administration. The following guidelines are used:

c On-going projecls. emphasis is given to completion of on-going projects
and in particular intiastructure projects and other projects with high
impact on poverty reduction and equity, employment and wealth creation.

Counterpart funds. priority is also given to adequate allocations for donor
counterpart funds. This is the portion the Covemment must fund in
support of the projects financed by development partners. Usuatly it
accounts for between a quarter to a third ofthe cost ofthe project.

Slrategic policy inlen'enlronr: priority is also given to policy
interventions covering the entire nation, regional integration, social equity
and environmental conservation and priorities of the Govemment.

'l-
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Finalization of Spending Plans

213. As indicated earlier, the finalization of the preparation of the detailed

budgets will entail thorough scrutiny to curtail spending on non-productive areas

and ensure resources are directed to policy priority and programmes. As detailed
budgets are scrutinized and the resource envelope firmed up, it is likely that
additional resources may become available. Government will utilize these

resources to accommodate key strategic priorities. Specifically. the following will
receive priority:

Priority Areas of Consideration for Additional Resources

Intervention identified during the stakeholders consultation for 2015

MTEF budget.
I

2 lmplementation of any outstanding areas under the new Constitution
covering proposals not accommodated within the baseline ceilings
issued to Ministries.
Strategic intervention in the areas of education (To achieve complete
free primary education and lree day secondary education by
2016117); health (Through leasing of medical equipments and

enhanced clinics 1br slum drvellings and other areas in the country);
infrastructure (improve elTiciency of roads and subsequently

construct roads under the Roads Annuity Programme); tourism;
security(Support tbr intensification of Police Modernisation and

Military Modernisation); Energy (Expand street lighting in urban

areas and connection of electricity in the rural areas) and agriculture
(especially irrigation programmes and other food security enhancing
programmes that will enhance productivity and modemization of the

sector), as well as policy interventions covering the entire nation to
enhance regional integralion and social equity.

4 Specific consideration to job creation for the youth based on sound

initiatives identified within and outside the normal budget

preparation. (This will include intensification of Youth programmes,

completion of empowcrment Centres under the ESP, reform and

expand Biashara Kenya fbr the youth and women to access credit and

gain requisite skills, expansion and modernization ofstadia across the

country to enable the youth fully develop their talents). In addition
under Land Titling there will be enhanced land survey and provision
of titles lor all land to em \\gt outh and women.

Dctails of Scctor I'riorities

214. The medium term expenditure framervork for 2015/16 - 2017/18 ensures

continuity in resource allocalion based on prioritized programmes aligned to the

Second MTP (2013-2017) of Vision 2030 and strategic policy initiatives of the

Jubilee Administration to accelerate growth. employment creation and poverty
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reduction. The recent achievements and key priority targets for each sector are

based on the reports from the Sector Working Groups (SWC).

Agriculture, Rural and Urban Development (ARUD) Sector

215. The goal of the sector is to attain fbod security, sustainable land

management, affordable housing and sustainable urban infrastructure
development. The Constitution, under Article 43 on the Bills of Rights, provides

for accessibility of adequate food of acceptable quality and accessible and

adequate housing which is consistent with the aspirations ofSecond MTP (2013-

2017) of Vision 2030 and the Jubilee Manifesto. The key policy objectives ofthe
sector include: raising agricultural productivity through value addition, increasing
markel access and adoption of technologies; exploiting irrigation potential;

increased commercialization ol the sector activities; exploiting the potential of
Exclusive Economic Zone (EEZ); creating an enabling policy and legal

framework, improving efficiency and effectiveness of sector institutions;
eflective administration and management of land and land based resources;

enhancing urban development; development of decent and affordable housing,

and sustainable management of resources in the sector.

216. The sector has undergone major transition in terms of functions execution
during the past MTEF period. A number of functions have been devolved to

Counties as stipulated in Schedule Four of the Constitution. Therefore, the

resourc€ requirement for the sector tvill only cater for National Govemment
functions. ln terms of contribution to GDP, the Agricultural sector directly
contributes 25.3 percent of the GDP valued at Ksh 961 billion. The sector also

contributes approximately 27 percent to GDP through linkages with
manufacturing, distribution and other service related sectors. It further accounts

for about 65 percent of Kenya's total exports, l8 percent and 60 percent of the

formal and total employment respectively (Economic Survey 2014). ARUD
sector has been identified as one of the six sectors aimed at delivering the l0
percent economic growth rate under the Vision 2030.

217. During the 2012/13 - 2014/15 MTEF Period, the Sector implemented l2
programmes which realized the following key achievements:

(i) ln the Agriculture, Livestock and Fisheries sub sector, over 89,000 acres

of land rvere put under irrigation, over 363,163 metric tones of
subsidized lertilizer was procured and distributed; 2,100,000 Metric
tones of strategic grain reserves was purchased, over 485,071 Metric
tones of fish was produced in the country; over 50 percent of Disease

Free Zones was completed; and I ,754,768 Doses of semen produced.

(ii) In the Lands, Housing and Urban Development sub sector, over 963,153

deeds were registered, 485,000 Registry lndex Maps were updated;

Modernized land registries through: construction of 7 modern land

registries and rehabilitation of l9 land registries; and establishment and

of a National bulk titling centre; 1.657 housing units were
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constructed; 2l stalled government building projects were completed; 3
jefties rvere completed; 3,405 street lights within Nairobi Metropolitan
region were installed

(iii)The National Land Commission established and operationalised 42
County Land Management Boards: Addressed 200 land conflicts
belween rvarring parties including placing restrictions on lands involved
until the disputed issues are cleared; Recovered public land (City Park
in Parklands, Nairobi; Kisite Mpunguti island in Kwale; recovered
public land in Embakasi Ranching scheme, Fedha Estate, South'C',
Kasarani, and Dagoretti)

218. During the 20l5l16-2017118 MTEF period, focus will be direcred to the
following priority areas: increasing agricultural production and productivity
through input subsidy programme, mechanized agriculture, irrigated agriculture,
improved animal genetics and vaccine production and exploitation of deep sea
fisheries; enhancing national food security through increasing and expanding
strategic food reserves, establishing agriculture and livestock insurance scheme
and undertaking agricultural, livestock and fisheries research.

219. The Sector will also seek to improve market access through the
completion of Livestock Disease Free Export Zones (DFZ) and improvement of
marketing infrastructure; entrenching institutional reforms, Land reforms and
issuance of Title Deeds, establishment of National Land lnformation
Management System (NLlMs), addressing land based conflicts, establishment of
national spatial data infrastructure, development of more affordable and quality
houses for lower income Kenyans, Installation of physical and social
infrastructure in slums and informal settlements in urban areas and development
ofsocial and physical urban infrastructural facilities.

220. To achieve the above, the sector will require Ksh 87.5 billion for the FY
2015/16. During the FY 2015/16, the Sector has been allocated Ksh 65.2 billion.
out of which Ksh 16.4 billion is for Recurrent and Ksh 48.8 billion for
Development programmes. The allocation for FY 2016/17 and FY 2017/18 is
Ksh 70.1 billion and Ksh 7l .6 billion, respectively.

Energy, Infrastructure and Information, Communication and Technology
Sector

221. Energy, Infrastructure and Information, Communication and Technology
(EIl) is a key sector for sustained economic groMh and social development. The
sector aims at expanding and sustaining physical infrastructure to support growth
and development ofthe economy.

222. During the 2012/13 - 2014/15 MTEF Period, the Sector implemented
thirtecn programs. The key notable achievements in the sector include:
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i) Energy & Petroleum Sub-Sector: l98.5MW of electricity generated

from geothermal wells, 474.5Km of electricity transmission lines
completed; 34,568Km of new distribution lines completed; and

1,020,868 new customers connected, including 27,443 public
institutions which were electrified by June 2014; 6,000 domestic
biogas digesters installed; I.25 million Compact Fluorescent lamps

distributed to 400,000 customers; Kenya Pipeline Company recorded

increase in throughput by 22 percent from 4,536,097 cubic meters in

20ll12 and to 5,545,280 cubic metres in 2013/14.

ii) Transport & Infiastructure Sub-Sector: l,067km of roads were

reconstructed and rehabilitated; 3,045.8km were periodically
maintained; and 93l.9km ofnew roads constructed. ln addition, the
National Transport and Safety Authority was operationalized in 2012;
Makandara, Imara Daima and Syokimau railway line stations were

completed and commissioned; dredging of Mombasa Port was

completed and commissioned; Works at Kisumu Airport are over 90
percent complete; Isiolo Airport runway rvas completed and the

construction of passenger terminal is on-going; and Terminal lA of
JKIA is partly operational.

iii) ICT Sub-Sector: Cost of broadband/internet dropped from $3500 per

MB per month to currenl $ 650 per MB per month; and lnstallation and

Commissioning of a National Private Virtual Network for Kenya
Education Networks (KENET) Member Institutions completed

223. During the 20l5ll6 - 2017/18 MTEF period, air transport facilities will
be expanded to strengthen Kenya's position as the air transport hub in our region
Priority will also be given to improving the efficiency of air and sea ports, and

the implementation of the single window clearance system. With the construction
of the standard gauge railway line from Mombasa to Malaba, rail transport will
be expected to handle 50 percent of the freight cargo throughput, thus easing the

pressure on the roads, lowering the cost of doing business, and enhancing trade

and regional integration in Eastem Africa. The new Lamu Pon and the LAPSSET
corridor will be implemented as parl of upgrading of the national transport
lramework in collaboration with other countries in Eastern Africa. To relieve
congestion in the main urban areas, planned mass rapid transit systems will be

constructed.

224. With regard to the Infrastructure and Transport sub-sectors, there are

plans to construct/rehabilitate 5,500km of roads through the conventional
financing methods. In addition, 10,000km ofroad network will be developed and

rehabilitated with financing sourced under a new innovative initiative of annuity
financing mechanism. The 10,000km will as practically as possible include 20km

ofnew roads in every constituency by 2017.

225. With regard to energy, a strategy is in place for modernizing energy
infrastructure network, increasing the share of energy generated from renewable
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energy sources, and providing energy that is aftbrdable and reliable to businesses

and households. This will ensure that energy supply is adequate and efficient in
order to contribute to the lowering of the cost of doing business in Kenya. The
Plan aims at increasing installed capacity for electricity generation by 5,538 MW
in 2Ol7 .

226. Development in the ICT sector will build on achievements realized under
the First Medium Term Plan for Vision 2030. A new ICT policy to provide for
more utilization of digital technology in all goods and service sectors rvill be

developed. The Government, will promote the use of ICT in the leaming
institutions starting with schools, and improve cyber security in order to facilitate
more use of ICT in business transactions. The New policy u'ill also aim at

facilitating usage of ICT in research and development, and to drive leaming and
innovation in the economy.

227. During the period, the Sector has been allocated Ksh 385.4 billion. out of
which Ksh 36.2 billion is for recurrent and Ksh 349.2 billion for development
programmes. The shortfall will be addressed through public private partnerships
and the annuity arrangements in road construction. The allocation for FY
20l6l17 and FY 2017/18 is projected at Ksh 383.6 billion and Ksh 400.0 billion
respectively.

228. J'he sector faces numerous challenges which include vandalism ol
infrastructural facilities; high tumover of trained and skilled technical personnel;

encroachment of infrastructure way-leaves; inadequate financial resourcesi
lengthy procurement processes; slow disbursement of development partners'
counterpart funds, land litigation; lengthy stakeholder and bureaucratic
procedures and among others. To mitigate these challenges, the sector will; seek

altemative financing models, continuously build capacity, enforce existing
legislation, develop/review appropriate policies and legislations, align the

sector's policies and legislations to the Constitution of Kenya, among others.

Social Protection, Culture and Recreation Sector

229. Social Protection, Culture and Recreation Sector is mandated to address

the issues on promotion and exploitation of Kenya's diverse cuhure for peacelul

co-existence; enhancing Kenya's reading culture; development and promotion of
sports; preservation of Kenya's heritage; promotion of cultural and sports

tourism; regulation, development and promotion of the film industry; and

development, research and preservation of music in the country. The sector is

also mandated with the enhancement and promotion of harmonious industrial
relations; safety and health at rvorkplaces; employment, industrial training,
regulation of sports organizations and trade unions, productivity management,

national human resource planning and development, social security, social

assistance, children rvelfhre and social devclopment.

230. During the 20ll/12 - 2013/14 MTEF Period, the sector organized sports

programmes for vulnerable groups and facilitated teams to successfully
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participate at international competitions; hosted l0 international competitions;
developed sports facilities including Moi International Sports Centre and 30 other
community sports facilities. Other achievements include, rehabilitation works at
Kipchoge Keino Stadium; Stadium Hotel Kasarani, Nyayo Stadium and Moi
Intemational Sports Centre Housing Estate; conservation of heritage; digitization
of documents and microfilmed records; upgrading and automation of library
services. In addition, labour market institutions were established and made
operational; the National Policy on Occupational Salbty and Health was
developed and launched, the Industrial Training (Amendment) Act, 201| was
enacted; National Employment Policy and Strategy for Kenya was developed in
collaboration with key stakeholders; rehabilitation ol children in custody, child
protection centres were established and implementation National Safety Net
programme.

231. During the 2015/16 - 2017/18 MTEF period, the sector priorilies will aim
at creating an enabling environment for the development and promotion of
Kenya's rich cultural heritage, generation of revenue and creation of
employment. The Sport Academy will be operationalized to nurture top level
skills development of sportsmen and women from grassroots level countrywide.
The Kenya National Library Services will increasingly improve access to
information and knowledge resources to all communities and regions. The sector
will focus on creating an efllcient, skilled and motivated human resource base

whose safety and health at rvork is guaranteed, principles of decent work
observed, fundamental rights at work including fair remuneration adhered to and
tenets of social security practiced. In addition, the sector will continue to
empower vulnerable groups specifically the orphans and vulnerable children, the
elderly, and persons with disability and improving their livelihoods through the
National Safety Net Programme.

232. The sector has identified eight (8) priority programmes for
implementation during the 2015/16 to 2017118 MTEF Period namely: Sports;
Culture and the Arts; Library and Archive Management Services; Policy and
General Administrative Services which cuts across both sub-sectors; Promotion
of Best Labour Practices; Manpower Development, Employment and

Productivity Management; Social Development and Children Services; and
National Safety Net. To implement these programmes, the sector has been
allocated Ksh 81.7 billion over the medium term. The sector has been allocated
Ksh 25.7 billion fbr the FY 2015/16 this comprises of Ksh ll.2 billion and Ksh
14.4 billion for recurrent and development programmes respectively. This is an

increase of 6.8 percent from the allocation in FY 2014/15. During the FY
2016/17 and 2017118, it is projected that resources allocated to the sector will
increase to Ksh 28.3 billion and Ksh27.7 billion respectively.

233. The key challenges facing the sector include inadequate funding;
inadequate human resource capacity; inadequate policy. legal, regulatory and

institutional framework; inadequate infrastructure; Iimited linkage between
industry, training institutions and research institutions; inadequate market and

labour information; and lirnited capital investments in sports, fllm and music
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industries. To address the above challenges a number of interventions and
strategies will be implemented. These include, suppo(ing the development and

marketing of cultural products and industries; research and promotion of national
heritage; upgrading technology use in records archives management; supporting
sports and creative Arts industry; upgrading and digitization of the national
library services; building capacily for development, regulation and marketing of
film services; promotion of harmonious industrial relations; strenglhening
linkages between industry and training; and promotion of productivity for
competitiveness. Further, to address the challenge of in adequate Market Labour
information, there will be interventions that includes among others, development
of a functional labour market information system (LMIS), integrated human
resource development strategy (IHRDS) and development of a national skills
inventory.

Education Sector

234. The sector is mandated to address the following: provision of basic
education; secondary and tertiary education; quality assurance and standards;
university education, teacher resource management, governance and standards;
technical vocational education and training (TVET); research, science technology
and innovations: and youth training.

235. During the 20lll12 - 2013/14 MTEF Period, Early Childhood
Development and Education (ECDE) enrolment increased from 1.9 million in
2009 to 2.4 million in 2013. Free Primary Education programme enrolment
increased from 8.8 million (4.5 million male; 4.3 million female) in 201 I to l0.l
million (5.1 million male and 5 million female) in 2013. The pupil completion
rate remained above 75 percenl and transition from primary to secondary
education increased from 66.9 percent in 2012 to 73.3 per cent in 2013. During
the FY 2013i14, the school feeding programme provided midday meals to
approximately 1.3 million pre-primary and primary school children in 105 ASAL
districts and selected schools in the informal settlements within Nairobi. Sanitary
pads were provided to 675,000 girls in 9,000 primary and [67 special needs
primary and secondary schools. The number of university students that beneflfted
from loans increased f'rom 105,850 in 20lll20l2 to 144,785 in 2013/14 with the
number of postgraduate studenls receiving loans increasing from 2,132 in
20llll2 to 2.740 in 20l2ll3 and to 3,191 in 2013/14. Bursaries were also
awarded to 10,71 I poor students in 2013/2014.

236. The sector priority programmes to be implemented during the 2015/16 to
2017/18 MTEIr Period are: Primary education, secondary and tertiary education.

Quality assurance and standards. University education, Research, Science,
Technology and lnnovation, Technical Youth Training and Development.
Teacher Resource Management, Teaching Standards and Development,
Vocational Education and Training and Ceneral Administration and Planning.
The sector has been allocated Ksh 327.4 billion for the FY 2015/16 which is an

increase of 6.2 percent from the FY 2014/15. The allocation comprises of Ksh

291.4 billion lbr recurrent and Ksh 36 billion for development expenditure. The
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allocations for outer years are Ksh 361.9 billion and Ksh 395.6 billion for the FY
2016/17 and FY 2017/18 respectively.

Hcalth Sector

238. The mandate of the sector is to build a progressive, responsive and
sustainable technologically-driven, evidence-based and client-centred health
system for accelerated attainment ofthe highest standard ofhealth to all Kenyans.

239. Kenya epidemiological profile shows that. disease burden is still high.
Top five causes of outpatient morbidity are malaria, diseases ol the respiratory
system, skin diseases, diarrhoea, and accidents accounting lbr about 70 per cent
of morbidity. However, achievements have been realized in a number of
indicators including reduction ofunder five mortality fiom ll5 per 1,000 live
births in 2003 to 74 per 1,000 Iive births in 2008/09; and infant mo(ality from 77
per 1000 live births to 52 per 1000 live births in the same period. Despite a

decline from 590 per 100,000 in 1998, maternal mortality ratio for Kenya is still
very high at 488 per 100,000 live births in 2008/09.

240. In order to sustain the gains made and improve on the sector performance,
the National and County Govemments will require investing substantial resources
in this Sector during the 2015/16 - 2017118 MTEF period. Most of the public
health programmes are dependent on donors for financing. As more government
funds become available to the health sector, efforts will be made to increase the
allocations to health programmes which are currently relying on donor linancing
with the overall goal of full financing in the long run. In the recent past, the
country has witnessed potential disease threats like Ebola and acts of temorism.
Additional resources will be provided to prepare, respond and contain such

situations. The National Government will also undertake comprehensive capacity
analysis with a view to developing a comprehensive capacity building plan to
facilitate realization of health sector objectives. Effo(s will also be made to
upgrade and equip cancer units at KNH and Moi Teaching and Referral
Hospitals. During the 2015/16 - 2017118 MTEF period, the sector requires Ksh
88.983 billion. In FY 2015/16, Ksh 51.4 billion has been allocated to the Sector.
This comprise of Ksh 28.0 billion and Ksh 23.4 billion for recurrent and

development programmes, respectively. This is in addition to the allocations to
the Health Sector under the devolved units. The allocations lor FY 2016/17 and

FY 201 7/18 are Ksh 53.3 billion and Ksh 54.6 billion, respectively.
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237. The sector faced a number ofchallenges during the implementation of its
programmes. These include shortfalls in funding ofcrucial programmes, shortage
of manpower (teachers and instructors in primary, secondary and tertiary training
institutions), poor and inadequate facilities, slow pace of ICT integration, and low
level of investment in Science and technology as well as inadequacies of legal,
policy and institutional frameworks. The sector has undergone significant legal,
policy and institutional reforms which have resulted in establishment of new
institutions. Operationalization of these institutions will require considerable
resources ifthey are to deliver on their mandates as expected.



241. Although HIV and AIDS has come under control through several
interventions including provision of ARVs, several 'old' infectious diseases.
including tuberculosis and malaria have proven problernatic, because of increased
antimicrobial resistance and activation of inlectious agents (e.g. tuberculosis) in
people whose immune system is weakened by AIDS. Further, deteriorating
security concerns pose a significant and growing threat to national security with
serious implications for public health. Threats from Ebola and acts of terrorism
have the potential of affecting health and loss ol lives.

242. Although significant progress towards containing the threat of
communicable diseases such as HIV and AIDS, Malaria, Pneumonia, TB and
Cholera have been made, the burden to the sector is still significant. This is at the
backdrop of rising non-communicable diseases like cancer, hypertension, heart
diseases and diabetes due to changes in life styles. lnjuries (road traffic
accidents) are also significanr causes of death and disability. This combined
double burden is projected to further increase, posing new challenges and
pressure on the health care delivery system. Other challenges thcing the Sector
include:

(i) Health workers to population ratio. - The numbers of health workers has
not kept pace with population growth

(ii) Over-reliance on external funding which form a significant share ro
development budget

(iii)The high child nutrition status (stunting) has the potential to cause future
declines in health status.

General Econonric and Conrmerce Affairs Scctor

243. The Sector contributes significantly to the country's GDp and is
approximaled to be around 35 percent. It is still among the key areas with
potential of accelerating the economic growth and development for the
achievement ofthe development blue print Vision 2030.

244. In the 201 lll2 - 2013 MTEF Period, the sector implemented seven
programmes which contributed to coordinating regional integration programmes,
promotion of Kenya as a tourist destination intensified, spearheaded the
development resort cities, improved the supply chain efficiency in wholesale and
retail trade, enhanced industrial investmenls and mobilized additional savings
through co-operatives and enforced good corporate governance of the co-
operative movement. Notable achievements for the sector during the period
include:

(i) East African Affairs, Commerce & Tourism sub-sector: The signing of the
Monetary Union Protocol by the five Partner States on 30th November
2013, As part of the implementation of the Customs Union, three EAC
Panner States; The EAC Common Market Protocol which became
eflbctive on lst July 2010 provides for free movement of goods, services,
persons, labour and capital; Kenya was declared the World's Leading Safari
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Destination at the 20th World Travel Awards (WTA) grand finale; the

sector also spearheaded the development of proposed three resort cities in
Isiolo, Lake Turkana and Lamu.

(ii) lndustrialization and Enterprise Development sub-sector: 135, 32 and 20
acres of land have been identified in Eldoret Juja and Taita Taveta
respectively for development of SME parks; Ethics Commission for Co-
operative Societies was established to enforce good govemance in Co-
operatives.

245. During the 2015/16 - 2017/18 MTEF Period the sector will focus on

deepening integration programmes by implementation of the already concluded

Customs Union, the Common Market, Monetary Union protocols. Promoting

Kenya as a tourist attraction destination and a Business and Conference Tourism

lnitiative, development of proposed three reso( cities in Isiolo, Lake 'l'urkana and

Lamu; development of a model pilot wholesale hub in Maragua and Tier I retail

market in Athi River; Development of Industrial Technology & SME parks in

Eldoret, Juja and Taita Taveta Master planning and development of Mombasa
SEZ together with Dongo Kundu FTZ, Infrastructural development for leather

and textile hubs and enforcement of good governance in the cooperative

societies.

246. For 2015/16 - 2017/18 MTEF period, the programmes prioritized for
funding are; Industrial development and Investment; Cooperative Development

and Management; Co-ordination ol East Alrican Community matters; Trade

Development and Promotion; Tourism Development and Promotion; and

General Administration, Planning & support services. To implement these

programmes, the sector requires Ksh 38.8 billion against the actual allocation of
Ksh 14.8 billion during the FY 2015/16. This comprises of Ksh 6.8 billion and

Ksh 8.0 billion for recurrent and development programmes respectively.

247. The sector is faced with numerous challenges and emerging issues which
need to be addressed to enable the sector realize its targets. These include, lravel
advisories which hinder the international tourists and potential investors from

visiting the country; insecurity cumbersome regulatory and administrative
business environment; poor infrastructure; unreliable and high cost of energy;

influx of sub-standard, counterfeits and contra-band goods; low access to credit

facilities and financial services; high interest rates and insufficient long term

financing; poaching and illegal trade in wildlife products; multiple trade

regulations; and low level of awareness on regional integration

opportunities/benefi ts.

Governance, Justice, Law and Order Sector (GJLOS)

248. The sector is premised within the political pillar of the Kenya Vision 2030

and plays an important role in providing an enabling environment lor social-

economic development of the Country as outlined in the Second Medium Term

Plan (MTP ll 2013-2017). The Sector has the responsibility of providing
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249. In realizing the sector objectives, the budget allocations is aligned to the
sub-sectors' strategic plans, mandates, Jubilee manifesto priorities and MTP Il.
Some of the priority areas that have been identified as key in the sector and thus
require adequate funding in the current MTEF period include: ongoing police and
prison reforms, continued implementation of the constitution, prosecutorial
capacity, ongoing judicial reforms, strengthening newly crealed sub-sectors,
promotion and mainstreaming of human rights, anticorruption programmes,
funding of political parties, preparation for 2017 General elections and de-
centralizing sub-sectors' services across all the counties.

250. During the FY 2015/16, the GJLO sector requires Ksh 226.7 billion to
{'und its programmes, projects and activities up from Ksh 130.9 billion allocated
in current FY 2014/15. The resource requirement is projected to increase to Ksh
242.1 billion and Ksh 259.0 billion in FY 20l6l17 and FY 2017/18 respectively.
The Sector's resources allocation for FY 2015/16 is Ksh 143.2 billion, and
comprise of Ksh 125.7 billion for recurrent and Ksh 17.6 billion lbr
development. The allocation is projected to increase to Ksh 170.8 billion and
Ksh 201 .9 billion in FY 2016117 and FY 2017/ l8 respectively.

251. The challenges being lhced by the sector in the implernentation of its
mandate include capacity constraints in the,adoption and use of technology;
porous borders leading to influx of illegal firearms and refugees; vetting ofpublic
officers resulting to legal redress; inadequate resources due to newly crealed
agencies such as Asset Recovery Agency, Nairobi Centre fbr International
Arbitration, numerous legal suits against the Government; cross border legal
practice due to lack of harmonized accreditation crilerion; decentralization of
operations due lo limited financial and technical resources; and rveak
collaboration across the sectors.

252. Despite the numerous challenges encountered during the period, the
sector made remarkable strides towards the realization ol development
aspirations of the country. The sector will continue to implement its mandate,
streamline its functions and work closely with other sectors and the Government
for the benefit ofthe Kenyan people. Some of the emerging issues which will be
taken into account during the implementation of the sector priorities include
complex and sophisticated crime (including cyber-crime); drug abuse, human
traflicking; emerging forms of terrorism including youth radicalization; County
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effective policing services; Coordination of National Government, peace building
and conflict management; reforming of laws; prornotion and protection of human
rights; registration services, administralion and access to justice, prosecution and
legal advice to Government agencies; promotion of integrity and the fight against
corruption; management of electoral process; regulation of gaming industryi
management of custodial and noncustodial offenders; spearheading
implementation of the Constitution; providing population management services;
eradication of drugs and substance abuse; promotion of gender equality and
freedom from discrimination; witness protection; crime research; government
printing services; and regulation of political parties.



border conflicts resulting to_poor service derivery; continuous voter registration
and registration of voters in Diaspora; and the ongoing referendum debate.

Judiciary

253. The Judiciary,s key objective is to dispense justice to all irrespective of
status,. provide justice expeditiously, promote alternative dispute me;hanisms,
administer justice without undue regard to procedural technicaiities una p.rot"
the. purpose and principles of the Constiiution. The GJLOS sector proposal
includes the^ MTEF expenditure limits for the Judiciary. The estimates of
exoenditure for the Judiciary wiI be submitted directry to the Nationar Assembly
in line with the Constitution.

114.. Tlr:,.:hillenges facing rhe Judiciary include case backlog, case delay and
lnaccesstbltity to justice in many parts ofthe country. This is attributed to lack of
adequate facilities in most ofthe existing court stations in the country; inadequate
numbers ofjudicial officers 

_and otheisupport staff; and slow adaptation'anJ
institutionalization of ICT technorogy and otirer facilities, srow pace oi reform by
other justice sector bod ies.

zs-5. The Judiciary resource requirement for the Fy 2015/16 is Ksh 2g.7 billion
which will be utilized for construction of new court buildings to accommodate
more Judicial Officers, automating of the court processes, networking of court
stations and hiring of more Judiciar orrcers and Siaff. During the 20r5lr6 MTEF
period, the Judiciary wilr prioritize the imprementation of ihe Constitution and
continue to implement strategies that will lead to reduced case backlog, improved
access lo justice and modemize the court systems. The proposed aliocation for
the FY 2015/16 is Ksh t8.0 billion, Ksh t6.q biltion toi py zOWn and Ksh
20.8 billion for FY 2017118 respectively.

Public Administration and International Relations Sector @AIRS)

256. The sector plays a key role in enhancing public service delivery,
organization and coordination of Covernment b-usiness through plannini,
mobilization of financial and human resources in the pubric sector. In'additio;,
the sector links all other sec(ors with the rest of ihe world on ,nutt"r. oi
intemational treaties, agreements, cooperation and resource mobi lization.

257. During the MTEF period 2\llllT - 2Ol3/14, the Sector implemented
twenty six (26) programmes with the overall absorption rate standing at g7.g
percent. The expending of the resources enabled reaiization of a wide range of
key outputs which included, creation and operationalization ofa new gor.--r.nt
framework in 2013; commencement and institutionalization of tevolution;
development and launch of the MTp Il of the Kenya Vision 2030; successful
lobbying and the upgrading and placement of the Nairobi based UN of.fices in
under the Secretary Ceneral hence secured predictable funding from the UN
Budget; successful floating of rhe USD 2 biliion intemational S-overeign Bond;
establishment and operationalization of l3 One Stop Shops, commonly [no*n ui
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Huduma Centres; establishment and operationalization of Uwezo Fund;

resettlement of 8,989 Intemally Displaced Persons and forest evictees; 159'248

women accessed Women Enterprise Fund (WEF); and upgraded the Public

Service Commission's online Recruitment and Selection Database System for
expanded service delivery and resolved of 12,642 case on maladministration in

the public service.

258. The programs that will be financed during 2015/16 - 2017/18 MTEF
period include implementation of the Second Medium Term Plan' 201 3 - 201 7

(MTPII) of the Kenya Vision 2030, and its flagship projects, the Constitution,
Jubilee Manifesto priorities, and many other sub-sectors' specific priorities. [n

implementing its programmes, the Sector will be guided by thirteen (13) strategic

objectives which are anchored on the Sector Mission which is "To provide

overall policy, leadership and oversight in economic and devolution management,

public service delivery, resource mobilization and implementation of Kenya's
foreign policy". During the 2015-16 - 2017/18 MTEF period, the Sector will
implement thirty two (32) programs which have been allocated Ksh 217.7 billion'
Ksh 245.2 billion and Ksh 269.0 billion for the FY 2015/16, FY 2016/17 and FY
2017/18 respectively. Budget shortfalls are thus expected in the MTEF period

necessitating reprioritization ol programmes.

Ptrlianrcnl

259. This sector proposal includes the MTEF expenditure limits for the

Parliament that is expected to be submitted directly to the National Assembly in
line with lhe Constitution. Parliament plal's a crucial role in strengthening the

democratic space and good governance in the country. The allocation for
Parliament is Ksh 22.95 billion for FY 2015/16, Ksh 23.7 billion for Fy 2016117,

and Ksh 24.7 billion forthe FY 2017/18.

Environment Protcction, Watcr and Natural Resources Sector

261. The Environment Protection, Water and Natural Resources sector

comprises three sub-sectors namely: Environment and Natural Resources, Water

and Regional Authorities and Mining, corresponding to the State Department for
Environment and Natural Resources, State Department for Water and Regional

Authorities and Ministry of Mining respectively. There are twenty eight (24

operational and 4 proposed) Semi-Autonomotls Government Agencies (SAGAs)

and three (3) other institutions. The proposed institutions are: Wildlife Research

and Training lnstitute under the Wildlife Act of 2013, Mining Institute. National

Mining Corporation and Mineral Rights Advisory Board under Mining Bill
_-r
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260. The allocation tbr Parliament lor FY 2015/16 includes Ksh 12.7 billion
for the National Assembly under the Legislation, Representation and Oversight

Programme and Ksh 5.2 billion for the Senate under the Senate Affairs
Programme. ln addition Ksh 5.1 billion is proposed to cater fbr the General

Administration and Planning Programme which is a jointly shared lunction by

both the National Assembly and the Senate.



262. The performance of the seclor was constrained by both internal and

extemal factors that included low tourist arrivals due to travel advisories;
poaching, insecurity including terrorism, invasive alien species. environmental
challenges like climate change and limited value addition.

263. The sector will take leadership in the review and harmonization ofsector's
Acts, statutes, policies, rules and regulations in the sector, increase tree cover,
explore the country's minerals, rehabilitate degraded areas, recovery of illegally
acquired forest land, increased access lo clean water, reduce poaching incidences
and human-wildlife conflict, provision of enhanced meteorological information
and services, waste manaSement and pollution conlrol, integrated regional
development and natural resources mapping.

264. The medium term priorities and financial plan for the MTEF period
2015/16-2017118 will finance a total of nine (9) programmes and nineteen (19)

sub-programmes. The total resource requirement is estimated at Ksh 174.4 billion
in the FY 2015/16 of which Ksh 145.91 billion is for development vote and Ksh
28.52 billion is for recurrent vote. This is against the set budgetary ceiling of Ksh
5l .0 billion available for the sector in terms of both GoK and Donor funding.
This allocation is projected to increase to Ksh 53.1 billion, and Ksh 54.4 billion
in the FY 20l6l17 and FY 2017/18 respectively.

National Securiu

265. The 2015/16 -2017118 MTEF estimates for the sector amounts to Ksh
275.t billion of which Ksh I l4.l billion has been set aside for the FY 2015116,
rising to Ksh l3l.l billion in the FY 2016/17 and Ksh 149.3 billion in FY
2017/18.

Programme Performance Information for 2015/16 - 2017118 MTEF Period

266. lnformation on the programmes outputs, key performance indicators, and

the set targets for the 2015/1016 - 2017/2018 MTEF period is contained in

Annex Table 6, annexed separately to this 201 5 BPS.
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before Parliament. The National Environment Tribunal has been an institution
under the sector but has since been transfened to The Judiciary. Proposals to
merge some state corporations for operational efficiencies are under

consideration, but not conc luded.

;I-



VI CONCLUSION

267. The overall expenditure in this BPS as outlined MTEF has grown
moderately taking into account lhe envisaged moderate economic groMh.
However, the critical social areas will continue to receive a significant share of
resources as well as capital investments as contribution to the growth objectives.

268. The budget framework has also provided huge allocations to the counties,
way above the constitutional requirements of l5 percent of recent audited and
approved revenues. This not only shows commitment of the National
Oovernment in supporting devolution but also ensuring that adequate resources
are availed to uplift lives ofthe citizenry.

269. The policies outlined in this BPS largely re-emphasises the economic
transformative agenda outlined in 2014 BPS, reflecting the changed
circumstances and are broadly in line with the fiscal responsibility principles
outlined in the PFM law. They are also consistent with the national strategic
objectives pursued by the Covernment as a basis of allocation of public
resources. These strategic ob.jectives are provided in the Second Medium Term
Plan as well as the Jubilee Administration priorities.

270. The preparation of this 2015 BPS, was through a consultative process as
required by the Public Finance Management Act,2012.

271. We shared lbr comments the Drali 201 5 BPS with institutions listed in the
PFM Act, 2012 and uploaded the documents in the Treasury website lor wide
outreach. We received useful comments that have been considered and
incorporated where necessary while finalizing the document. We thank all the
institutions and persons who shared their comments with us for enriching this
Budget Policy Statement.
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ANNEX I: STATEMENT OF SPECIFIC FISCAL RISKS

L Overvicw

l. The Kenyan economy is highly susceptible to various domestic and
exogenous shocks, such as droughts, volatility in commodity prices, as well as

insecurity and tenorism threats. More recently, the slowdown in global growth
and extemal security threats have posed challenges to attainment of projected
expansion in our economy. To this end, maintaining fiscal stability is critical for
safeguarding against these adverse shocks and ensuring that growth is sustained
despite challenging c ircumstances.

2. As part of requirement under the Public Finance Management Act, 2012
fbr prudent management of risk, this Annexure presents the Statement of
Specific Fiscal Risks (SSFR). It outlines Kenya's exposure to fiscal risks that are
associated with assumptions used for fiscal projections, public debt dynamics,
operations of state corporations, contingent liabilities, vulnerabilities of the
financial sector, as well as risks posed by drought.

3. Overall, the Statement highlights the following:

Macroeconomic assumptions have been broadly accurate, although
economic growth, VAT collection mechanism. and under-spending
by line ministries remains a key concern;

Kenya's debt sustainability analysis indicates that our public debt is
projected to remain sustainable;

Contingent liabilities from key State Corporations present minimal
fiscal risks.

The financial sector remains sound and is adequately capitalized.

Steps are being taken to ensure food security with on-going irrigation
programmes and robust early warning systems, but significant
investment is required to meaningfully reduce the country's
vulnerability to drought.

II. Specific Macroeconomic and Fiscal Risks

Changes in Underlying Macroeconomic Assumptions

4. Macroeconomic assumptions play a key role in the formulation of the
budget. Changes in these macroeconomic variables create risks to both revenue
and expenditure projections in this BPS and the budget estimates and expenditure
being submitted to Parliament for approval.
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5. In particular, the projected budget balance is sensitive to expected
reduction in output (lowers tax collection, especially from income taxes and VAT
and lowers consumption expendilure), inflation increase ( increases tax revenues
through increases in the base for income taxes and VAT) and depreciation in
exchange rate (improves revenues, mostly through customs and VAT on
imported goods and expenditures especially fbreign interest rate repayments and
foreign expenditure-related maintenance and operating expenditures). A growth
in merchandise imports (excluding government imports and oil imports)
positively impacts revenues given the higher tax base for import duties. All the
four shocks combined will result to a higher increase in revenue than expenditure
that will lead to a budget surplus.

Table A1.l presents the magnitude of first round impacts of various
macroeconomic variables on fiscal aggregates.

Table Al.l Fiscal Sensitivity to Key Macrocconomic Variablcs,2013/14 (Ksh
billion per year)

Source: Estimla fton Notionol Treaury

Assessment of Past Forecast Accuracy of Underlying Assumptions and
Budgetary Aggregates

6. Overall, the macroeconomic assumptions underlying the recent budgets
and actual budget outturn have generally been accurate with minimal deviations
as shown in Table A.1.2. Over the period 201 ll12-2014115, the average deviation
between the assumed and provisional aclual real GDP growth rates was only 0.3
percentage point. With respect to inflation assumption. the large deviation in FY
20ll/12 reflect the inherent volatility of international oil prices and the adverse
impact of drought which increased food prices. The sharp depreciation of the
shilling exchange rate against rnajor international currencies in FY 201l/2012
increased the average deviation to 1.9 percentage point. Meanwhile, the average
deviation on export and import grorvth was minimal.
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Annex Al.2: Deviations in Macroeconomic Assumptions/Fiscal Aggregates
Projections and Actual

$ve: laadlnwy

7. The actual performance of fiscal aggregates vis-d-vis target was largely as
per target. Ordinary revenue collection performance was broadly on target with
all the tax revenue categories recording slight positive variances except income
tax. The underperformance in A-i-A largely reflects the under reporting from the
relevant min istries/depanments.

8. Total expenditure and ner lending in FY 2013/14 had an under spending
of Ksh I32.6 billion. This shortfall was attributed to lower absorption in both
recurrent and development expenditures by the line ministries. National recurrent
expenditure under-spending was in respect ofoperations and maintenance, wages
and salaries as well as pensions and CFS .
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9. Execution of development expenditure was generally below target which
reflects low absorption of domestically financed development by MDAs, delays
in procurement and low absorption ofexternal donor f'unds.

10. The slower-than-programmed spending on development budget poses a

risk to the fiscal program, going forward. [n order to prevent this risk from

materializing, the government has been pressing line ministries to increase

absorption to at least 80-90 percent as part of performance contracting. Also, key
infrastructure ministries and departments have been asked to submit monthly
implementation reports. Donors have also been asked to speed up the issuance of
"No Objection" to improve absorptive capacity of implementing agencies. Other

measures include asking ministries to improve procurement planning and

implementation capacity in managing procurement process.

I l. Overall, the actual fiscal deficit turned out lower than budgeted over the
period in 2Ol3/14. While this may indicate a somewhat strong fiscal position, it
happened against a backdrop of lower execution of the budget which does not

bode well for growth and poverty reduction.

12. Coing forrvard, there are risks associated with expenditure proposals that

cannot be accommodated within the baseline ceilings.

Public Debt Sustainability

13. The PFM Act 2012 provides for a new institutional and legal framework
for managing public debt in a devolved system of Govemment. The Act provides

for a Debt Management Office that will be responsible for formulating debt

strategy and ensure prudent management ofdebt. Under the current arrangement,

the Debt Management Department of the National Treasury oversees this
function and has contracted the Central Bank of Kenya as agent for the domestic
debt.

14. The September 2014 debt sustainability analysis (DSA) for Kenya

indicates that Kenya's debt is sustainable. The DSA compares debt burden

indicators to indicative thresholds over a 2o-year projection period. A debt-

burden indicator that exceeds its indicative threshold suggests a risk of
experiencing some form ofdebt distress.

15. The Present Value of public (PV) debt-to-ODP increases from 36.8

percent in 2013 to 40.7 percent in 2014 and 40.8 percent in 2015. ln the long

term, the PV of public debt-to-GDP is expected to decline to about 36.1 percent

by 2023. Given Kenya's relatively strong revenue performance, the PV of public

debt{o-revenue remains well below the threshold o1250 percent throughout the

period of analysis. The debt service-to-revenue ratio consistently remains below

the 30 percent threshold. Overall, the results lrom the DSA indicate that Kenya's
public debt remain sustainable over the medium term.
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17. With the increased appetite for funding of heavy capital projects there is

need of being cautious on the levels of debt accumulation and hence the need to

maintain the net present value of public debt to GDP ratio at 45 percent.

Deficit Financing Policy

18. The fiscal stance envisages continued borrowing from domestic and

external sources, with the latter being largely on concessional terms. Non-

concessional extemal borrowing will be undertaken in a cautious manner and

limited to bankable projects and the stated ceiling in the Medium-Term Debt

Strategy paper. The Government also remains committed to accessing

international capital markets. In the FY 2014/15 the Covernment raised US dollar
750 mitlion through the Tap issuance as a result of the first debut sovereign bond

in 2013114. The Tap was oversubscribed by US dollar 3 billion and at lower
yields than the debut sovereign bond. This demonslrates a continued stronger

indicator ol intemational investors' confidence on Kenya. It is also anticipated

that Kenya witl still venture into the in the international capital market but now

targeting either the Sukuk bond which is a sharia compliant bond or Samurai

bond from the Japanese market as well as the diaspora bond targeting Kenyans

in the diaspora.

19. The Govemment's borrowing plans remain anchored in the medium term

debt management strategy which aims at ensuring public debt sustainability. The

strategy envisages continued borrowing from domestic an external sources.

While external financing will be largely on concessional terms we shall continue

to diversifo our financing sources by continuing to access to commercial sources

of financing. The Government will ensure that the level of domestic borrowing

declines and does not crowd out the private sector given the need to increase

private investment to accelerate economic expansion and also lengthening the

maturity profile as well as targeting a domestic infrastructure bond.

20. On the external financing front, the Covernment will minimize the degree

of foreign exchange rate risk exposure associated with the extemal debt portfolio

by leaning towards borrowing more on concessional terms. A cautious approach

will be adopted in the issuance of extemal Govemment loan guarantees once the

Public Financial Management Act regulations are gazetted to mitigate on the

exposure of the level of contingent liabilities. With the increased appetite for

funding of heavy capital projects to fasten economic growth' the levels of debt

accumulation will be maintained at a sustainable level.
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Debt Sustainability Risks

16. The sustainability of Kenya's debt depends on macroeconomic
performance and a prudent bonowing policy. Recourse to significant uptake of
domestic debt financing could ftrrther increase the domestic interest rates, and put

pressure on the debt sustainability position. ln addition, non-concessional

extemal financing carries an inherent foreign exchange risk, worsens the PV of
debt and therefore increases the risk ofdebt distress.



21. While liabilities ofstate-owned enterprises constitute a potential source of
fiscal risk, they are currently not a major cause of concem. A study that was
conducted four years ago of 25 state corporations that the Government perceived
to account for the majority of the contingent liabilities revealed that out of Ksh
57.6 billion total liabilities, about half or Ksh 28.2 billion constit ed potential
contingent liabilities. Of the contingent liabilities, about 80 percent were
accounted lbr by two corporations-Tana and Athi River Development Authority
(TARDA) (Kshl3 billion) and NSSF (Ksh.9.8 billion). The crystalized
contingent liabilities relates to TARDA, Kenya Broadcasting Corporation and the
County Of Nairobi who have difficulties in servicing their external debt. NSSF's
contingent liabilities relate to court cases and possible penalties fbr non-
compliance with tax regulations.

22. Given that the causes ofcontingent liabilities are lairly generic, the broad
policy recommendations emerging from the study of 25 state corporations are

relevant to other state corporations. Thus, the Covernment will continue to: (i)
closely monitor and evaluate state corporations based on performance contracting
as well as strengthen their governance; (ii) continue with conversion of state
corporations' pension schemes from defined benefit to defined contribution
schemes to limit Government exposure to unfunded liabilities; (iii) review the
mandates of some state corporations and conclusively vest assels and liabilities:
(iv) and speed up the privatization programme. On the civil service pension
system, the Government is undertaking reforms (under the new Pension law) so
as to conlain escalation of pension liability, estimated at Ksh 991 billion as at
June 30th 20 I 3.

Public Private Partnership - Sunrmary of Active Public Private Partnership
(PPP) Projects in Kcnya

BB 2015 Budget Policy Statement

Contingent Liabilities

23. Overall, following reforms in sectors such as telecommunication,
transportation, and energy, the fiscal risks have reduced. Privatization and the
off-loading of some operations lo private entities through various forms such as

concession arrangement have, to a large extent, transferred various risks of state
corporations in these sectors to the private sector. However, there are some risks
relating to shareholder's role/obligation in the operations ofthe corporations with
Government still remaining as strategic partners in some of key institutions.

24. Since 1996 and as a result of progressive liberalization of the economy,
Kenya has attracted private investments into the country's economic
infrastructure sectors including telecommunications, energy, Iransport, water and
sewerage. In this regard, Kenya has rvitnessed increasing levels of private sector
participation in infrastructure service development and in particular the Energy
Sector. Following the shift in the 1990s from concessionary funding for power
projects toward private sector participation in infrastructure and a wave of sector
reforms, Independent Power Producers (lPPs) first began to be introduced in



Kenya in 1996 to meet Kenya's energy demands totaling to the current thirteen
( I 3) active IPPs as indicated in Annex Table 5.

25. To increase investor confidence and accelerate the financial closure of
these private sector investment deals, the Covemment of Kenya (COK) has in the
past used multiple instruments of support, and in particular, binding Letters of
Support (LOS). This form of govemment support to PPPs has undoubtedly
created Fiscal Commitments and Contingent Liabilities (FCCL) for the GOK.
While the PPP Act,20l3 aspires to a fiscally responsible implementation of the
Public Private Partnership (PPP) program, a sound FCCL management
framework is yet to be established. In this regard, the National Treasury has, from
discussions with the World Bank (WB) and the International Monetary Fund
(lMF), committed to having this FCCL framework established within the first
quarter of 201 5.

26. Presenled in the Annex Table 5 are the initial efforts towards the
assessment, monitoring, management, reporting and disclosing of fiscal risks
associated with PPPs. The approved projects are published for accountability and
transparency purposes. All guarantees and other security instruments provided
under the PPP agenda, together with all other contingent liabilities will be
integrated into the debt management process.

Financial Sector Stability

27. Kenya's entry into the international bond markets through the debut USD
2.0 billion Eurobond issued in June 2014 which was significantly oversubscribed
has further integrated the country into the global financial system. Consequently,
shocks in the global markets are likely to spillover to domestic markets through
assets prices movements, capital flows and exchange rate markets.

28. [n addition, foreign investors' participation at the NSE account for more
than 50 percent ofactive trading and stock holdings, and therefore developments
in global markets especially flight to quality, would make these portfolio
investors review their activity, in some cases causing capital reversals.

29. Some of the actions that the financial regulators take/have taken to
mitigate risks include:

Ensuring full compliance to the set regulatory standards to avoid

litigations orjudicial rulings targeting financial institutions on violations of
international standards, sanctions or even contracts with implications to
Kenya's fi nancial system.

The CBK conducts monthly stress tests on individual banks (micro-stress

testing) to establish sources of vulnerabilities in event of excessive shocks

or risk factors.

89 2015 Budget Policy Statement



Roll out of full credit inlbrmation sharing (CIS) that includes reporting

both positive and negative credit intbrmation to credit reference bureaus

by banks. This will support eflbrts torvards inculcating financial discipline

and bringing the benetlts ol'lower interest rates on loans to good borrowers

closer to realization as well as extending credit facilities to borrowers

based on good track record instead ofreliance on physical collateral.

Strenglhening the Deposit Proiection Fund to offer protection or insurance

of customer deposits in the member institutions. lts presence and level of
coverage signify how well the financial system is cushioned against

potential risks and therelore overall stability olthe system.

The Capital Markets (Amendment) Act,20l3 was enacted in December

2013. The Act provides for regulation of; derivative markets;

securitizatior/asset backed securities; and public off'er of securities. It also

strengthens CMA's supervision, investigation. intervention and licensing

powers; prohibition of insider trading and other market abuses; and

facilitates implementation of the EAC Common Market Protocol as well as

harmonization of EAC capital markets legal and regulatory frameworks.

Establishment of Setllement Guaranlee Fund (SGF) administered by

CDSC and adoption of Risk Based Capital Adequacy frarnework lor

market intermediaries aimed to mitigate risk.

lntroduction of setllement caps for Central Depository Agents (CDA's),

negotiation of a Line of Credit of an equivalent amount to the SGF and

increased CDA annual contribution to the SGF.

The IRA successfully migrated to full Risk Based Supervision (RBS)

model in 2013. 'fhe shift to RBS has hastened industry surveillance

through timely preventive and corrective interventions to promote a safe,

sound and stable insurance industry.

IRA also embarked on process of fully automating the supervisory

function by deploying the Electronic Regulatory System (ERS). This

process has enabled timely submission of periodic returns by licensees via

an online platform. tt has also aided effective risk analysis, profiling and

re porting.

RBA undertakes various initiatives and programmes to widen pension

coverage and adequacy of retirement benefits. NSSF Act, 2013 was

enacted with the need to improve the adequacy of benefits as well as

provide basic social security for its members and their dependents. RBA

also continues to implement the Risk-Based Supervision and conducting

Trustee Development Programme to train and certify retirement benefits

schemes' lrustees as rvell as deepen trustees' understanding of their

responsibilities and legal implications of their trusteeship.
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Drought Mitigation and Managcmcnt

30. Kenya is a drought-prone country due to its location in the Horn of Africa
and recent climate changes. Financing of drought intervention measures have

consumed significant budgetary resources, far much more than the Ksh I billion
set aside for drought reliefand another Ksh 5.0 billion for civil contingency fund.

31. Due to the risks posed by drought, the Government has invested in
various water and irrigation programmes and initiatives to reduce the country's
vulnerability to repeated droughts, including strengthening the capacity to
respond to the disaster. Some of these initiatives include early warning systems
managed by the Kenya Food Security Steering Croup (KFSSG), and upgrading
the infrastructure used lor providing timely weather forecasting.

32. Since drought risk management is so closely entwined with sustainable
development, it is inevitably a shared function of both the national and the county
governments, the creation ofdevolved county govemments and the establishment
of the National Drought Management Authority (NDMA) will manage this
efliciently and effectively. NDMA is in the process of preparing an investment
plan on Ending Drought Emergencies (EDE), which has drawn support from
development partners.
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33. Looking ahead, significant investments will be required to reduce the
country's vulnerability to repeated droughts. This includes stepped up support of
improving domestic agricultural productivity in a sustainable manner, in line with
the Govemment's action to ensure food securiry by investing in irrigation and

agribusiness activities.



Annex Talrlc l: Main Macrocconomic Indicators, 2$1ll13-2017/18
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Annex Table 2: Governmcnt Operations 20l2ll3 - 2017/18 (in billions of
Kenya Shillings

ihtE m. &dF hls$n.Er, BRoP - 8uh X6F AOrhdhrq

EuJat BROPl,l F.r Pror 3N BROPII BPSI' nmll BRoflr BPsrJ BROPI4 EPSLJ

I

ll(r,l L rEvE{,E

Pdtn r.\furftl L^TFI

I or.

UnrdlrdhdndlfG{,'r )

L\?ENrrLttl,mtlal{)t\c

\t'ls !t brrftlonl lwr
Cdlhid ro ori 

'E r.En luid

QE

Condtool l. d Ftr! Ho$ub
Co,n ttrtl fFliE . D,,NID^

tl.hi Cr. Fxio6 C.nEqro.
CodrEEl 8trlll 6 fild !d

srl*.lmiie, &ln a.i pirl

C!u$ Hrhif&h6.olNDA
&lB ldt &i &dra..r F6l

Fntl\(r\-c

hGt Lo& iqrEt lRMd,

!*!!&!r

Osl i.rl 8.h.. fi..&ftrr 6/ ld

ul.,
1191

i1l4

85'
te6
lJl
610

00

t.toi
ldl
l2t2
It0t
lll
111r

00
!70
29. r
9t2
I*9
tot 8

00
00

00

n60I

.02

lJr

J8

.1J9.'

ur-r

.:{ o

96i I

. t1

t7{l
9t90

l02o
1u6
t0l
,70

tt?
,17

IJ&I

Brt
9t

tl6
281I

00
lll !
lat 0

t1l
,ttl
t9ll

86

!t
00

l{

I7
0l

Jtdl

-199,1

t0:

lo9,,r

Itr
nJt
tl

101)

t,lt8,
l.2l.l

-16rr

l,l&lJ
rp86 r

ll98
:67 t

l?r
6Lt

7ll

tl,1t
871 

'
tue
1a,
tol l
9'
t0

28tO

m,
1910

29! i
rET t
!l
,0

179 t
116 ?

l9

I'

nr
0,

07
.t!8,4

tJfi.1
t,oEl

n1
lltS
26',,l

l7r
6ll
12t
it1

t,t J
t?tJ

lrq
2{l
tol I
9J

t0

2&0

!9i ?

l7! l
ll
,0

uc,
t!6 7

ll

'lrOJ

6l

.g0J

00

lraJ
le,r
l){ l
Jtt
rli
l0

l{:
l0t i

l,16r,t

tp700
,l? 0

9t
&t0

610

:29
7lt

trar.o
9001

1.12
ltl7
215

t06 0

lo
t0
,66

290 7

i6
5]a6

291t
2$I
ll
,0

,91
1161

07

o,
6t

0?
{!6,t

t9t8
r9t7
lrl
{0t
!l
lal{
lt

,r tr

-I7l -599.1 .!01.9

ll1,
t6Jt
Ilt3,,
n7t
10
00

l!0,

00 oo

1,1J88

L.r]l i
LJ3t I

t)t58
rJ86r
r,lt26

.]lr.3 -l?5.3

r.6rI rJrrl rJrl

lJt6
t,270 6

6l1l
t9t
Dr0
lrEl
2Jl

tJ5Ll
1,119 9

6155

t2J0
,t9 t
lEi

26t
762

t.tl66
9200

t!8
lDl
12a

l!r8
l7t
t0

J0l
2ttJ
8at
6lt J

i7{ I

2196

JO

2!91
l191

lJaj

til I

Dt6
lt1
]t? I

t0
101

199l
90t
6ll.
l17l
1119

,1
50

la55
1a, i

trl9t
621:
3lt
t,u I

ltol
lEr
117

It7
7ll

rr!,
9E7 0

t6l,
rB6
!r9
l!9 t

t02
t5
t?l
llt I

lll I

617 t

ltl,

11

lo
?617

fito
,l

05

ln,1
00

t19.1

t69l
,$r
511

22

OJ

-&r.0 -1.18,,1 .5u.,

05

J8r.7

,u,7
:{10
,!0 6

ir7
.Jrl
10

.Jl!,

!11,
ro

t117
00
. l
20

t9t9 tao 7 103l

.lt6l

.llll,9

6,i20,

r.1613

I lr1 1

.rt I

I,l190
r,il7!
t,lll7
.?261

r,1lo0

lJzr

7li 9

t0

trr?
t6!
2rl
802

9ti

r,1!aJ

t,{17 t
7)l t

t, l
t6! 2

ll I

296

l

trTr

t316

17t

,J' ?

l]t
l0
rrl

72ti
]9t t
l2t9
1t
JO

162 

'

6a,
0,
6t

07
n57,1

1,490 !
1tl1

t620
l[a
l0o
Ett
tl8
715

IAU
t,l0r I
t826

lrr6
t?t
j60 8

rat
t,

662

lr? J

tlt2
6Jli
t6J ?

1801

l.
JO

t3t E

ll

5t,
0,

.t,l,r

00

t0t0
OJ

o0

-.11!.1 -l:t3 ..tlt-o

.J,],0

trJ.o

l I

00
.,l
20

Jl?l
l9l6

't12
.5?t

:0

,911

ll9 7

t 79

512

t1

t,6,l I

.trJ I

t,rr,r
t,r3? J

t,t9{ 0

-ltrJ

t.r9 0

rJrrr
t,68,t l

?,lolt 7,lD I tlroI

rr{tr

8Dl

r8J

:lt

Jzl
3?9

rJtrt
1,6116

!tJ7
il

ti90

,l
t9l
t,l

lJlal
I,l]6 7

10t1
t6o I

{1t
a@9

19,
t0
llt

16t r
l0l I

7911

l19l
til t
l1
t0

utt

IJ'I
IJ( J

,06l
rrt r

JIT

171

t0

It9 0

ra9l
6!1.
l]t0

J()

I[7
lta,
I5

00

'lt I
05

6l

J3.l.l

,t
0i

-Jl.I

It

J8.l,l

111
,r8
i:,

20

r.8718

-t9tl

tl1.1

t?t9
1t2t
511

:6

rr0l

IJJ{'

-t57.' .I1,3

t,019 r 3t{81

93 2015 Budget Policy Statement

uot,,
98t I

109

ilI
Itt
to

tt6
29i 0

891

7rt t
{61i
269 t

17
i0

2710



Annex Tablc 3: Government Opcrations, 20l2ll3 - 2017/18 (in perccnt of
GDP)
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Annex Table 4: Summary of Expenditure by programmes, 20l4lls -2017llg (Ksh Million)

SECIORS

c00€ DETAILS OF il{E SECTOR Al/O PROGRATIIES OTAFT ESTIIIATES 4il5 8PS CEtLtilGS 2!lfl16 PRoJECItoilS 201fl17 PROJECTIOll 2017/1E

Cunmt Crplt l Tot!l Cumnl Capibl Cunent Cipilal Total Cuftnt Crprhl Tot l

010 A6R]CUI.TURE,RI,]RAL & UREN OEVELOPTENT 15,951 44,266 60,43 16,430 18,801 &5,237 16,889 $,2$ 70,124 17,9?1 53,034 71,608

15E STAIE IEPARTTEI{T TOR AGR]qJLTURE I,906 21,409 8,315 6,845 21,649 28,194 7,$2 21,676 8,608 8,091 21,80 I,$1
0107ffi P 1: &mrd Adminis!-aion, aiS Seryres 1 494 7S 2.2U 1 509 /s 2.299 1.5m 79 1id1

1,7ffi ml )ta
010mP2: Cop hvebpmnl fli llatetAc.ess Se tus 5,649 0 (?0

15178 4,574 9,r1 11,345 5,664 9,590 15,254 5.615 9,87 14 912

011010 P 3 dio[ ftd04e ad l,lectwizdion lnt6hxtne 7 11m 11,&13 762 118$ 12,ffi2 na 11,m 11.970

151, STAIE DEPAXTIEIIT OF FISHERIES 91 1,163 2,134 1,045 1,265 2,310 1,216 1,$0 2,516 1,,{62 790 2,252
01 1 lm P 4: FistEries DvebpflEd ai 9tl r. 0J 2.1U 1 265 2,310 1,3m 2,516 1152

I$, STATE DEPARTI,IEIIT FOR I.IVESTOCK 1,838 3,694 5,532 3,801 5,0$ 1,910 1,001 5,911 \111 3,ffi 5,607

011m P 5: Liesbcl Resoures emefllad hr€bpmnl 18$ 3,694 5,$2 1,855 3,80{ 5,659 1,910 4,m1
( 0r!

2,117 3,4$ 5 607
111, i{INISTRY OF I-A}ID,HOU$I,IG & URBA}I DEVETOPIIEIT 1,086 17,4$ 21,541 5,159 21,541 2t,006 1,568 25,7m 30,268 1,&51 a,{90 32,3,{4

01010P1:tzi ai Plaring 1,605 3,609 5,214 1,643 4,609 6,252 1,818 4,448 6,266 1,014 3,586 5,6m
0102i0 P 2: lbr6ir'{ hvebpmd ,i ilUma Se&m 1,156 3,931 5,087 1,105 6,933 8,039 1,159 10,990 l?,159 1,197 13,8.40 15,037

0103fi P 3: C{veflnenlBuldies 353 1,443 1,i95 1,443 1,510 2,913 397 1,510 t,921 417 1,330 t,741
01040P 4: C06xin hFdluMe ad Pedestra Access 56 411 56 411 467 10 509 14 511 585
01SmP 5 UOa ard l.letopIiur hvebpmnl 151 7,859 8,010 151 7,859 3,C10 150 8,m0 8,160 156 8,0m 6, tbb
0106ffi P 6 C*nrd Adminbfation and dSe ces 155 205 970 1,060 1,26s 954 223 t,177 986 123 1,209

201. ilAnoMI LAflD Col!iltSstofl 1,156 1,698 1,226 1,168 1,263 558 1,821 1,450 514 2,024
011310 P 1:Lai Administafon ard 9rre!"1 i. tJb g2 1,6"09 1.26 ii1

1 768 1 263 r 821

Tobl

2,252.

467 519

205

542

1,4$ 2424



AnnexTable4:SummaryofExpenditurebyProgrammes,20l4l15.2017118(KshMillion)

SECTORS

CODE OETALS OF THE SECTORND PROGRAIII,IES ORTTI ESTIt!ATESMl{15 PROJECIIO{S 6/17 PRo.ECTl0r 2017118

C!ng1t Capihl Tohl Culrglt Captal Tolrl Cumnt Capibl Total Cun$t Caprtal Iobl

020 E|lERGY INFRASTRUCTURE NO ICT 35,$3 41,302 2$,895 $,216 319,191 $5,410 $,$3 317,218 383,$1 36,192 $3,172 399,9

115. MIMSTRYff EIIERGY A,{D PEIROLEUM 2,00{ 11.2U i6.288 2.08 79,{12 El,111 3,1n 86,1S E9 6$ 3.5&t 1m,591 10{,179

0211m P 1:&rtd Adminismion ard Plrvxng SupponSrvices $1 150 451 320 1$ 1i0 370 11? 487 1"i3 r5 }JC

021ffiP 2 Pover Gemt*n i33 24,358 ii r\1 r3! 24.1S ). ))\ ial 25 5$ 26.319 1t4 27 954 28.99{

0213fl P 3 Povpl Tlz6musi0n rd oishbulion 83! 17.im 18 s99 839 52,7m 53 5$ 1,337 $,659 $ !!6 13ffi 70,599 i1,$5

021ffi P 1: AlbnaliYe E Te s 107 3l? 179 372 at 13$ 715 r,383

021Sm P 5 Pehleun And ushbution 1M r 668 24 1M 1,668 2-0 1.454 1,483 31 1 358 1$9

113, STATE OEPARTIIEII OF IIIFRASTRUCTURE 25,801 $,08 121,833 26,312 102,211 12E,523 25,011 112,8S 137,&50 21.3{3 1$,011 171,357

0m1mP 1:tud TEBport 25.m1 m nro 124,833 26.312 1m,211 128.523 25 011 112 83! 137 &{ 24,313 1S011 171$7

u+ s re o+mtutlr or tnuspont 5,761 39,ru 15 561 5,819 1$,2n 165,09E 139,0t 111,Egt 5,862 102,&€ 10{,705

0E1m P 1. C,€IEd Admirisldln, Pladng ai Supporl Seryres 111 13-c 4i0 n7 2it 314 211 531 215 547

0202m P 2: tod Tmrspo( S&ty ad Rlldaton 382 121 509 405 rl5 105

Ofrm P 3r RilTrlnpotl n,m n.2n 141118 114 418 r23.25 ffiTA 86.012 86,012

Orum P 4r Maine i 5$ 5,6m 6,130 5$ 5,7m 6 236 5$ 82$ 543 8,701 I241

offim P 5, Air Trnspn
|'':,'

7.6S r2 079 ,(,119 I83i 13,312 1{r9 7 893 12y2 11{9 7 891 12.313

or$m P 6 C{Yeme Cl€ re Seflt€s 132 n 152 132 20 152 1$ tr 153 131 20 15,1

112. lifORlilATlOtl COttlUtllCATlONS ll{D IEOINOLOGY ?,0n E,191
' 

10,213 2,0$ 8,42 10,3,{E 2.306 8,892 11,1$ \102 10,021 1\123

04ru P1 : &nerd Admhst'dion xrd Swpoi* bes 413 I 4!2 d6 1m 521 {.{1 1,516 1.957 4$ 801 1,2$

o2ffitr P2: lnfonnaion at Commuicaton &flices 718 !48 1,6$ 761 1,719 1,149 2,146 1 375 r 164

OfrS P 3. tT ad Mas Media Skilh kvebpmnt 191 3$
,:: '6! 363

,al 2t n2 337 $8

021m P 1: ICT lntrdhrfuP Developmnl fr9 7,m9 674 7,m5 i,7$ llrij 5 !87 6,e57 670 7419
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SECIORS

CODE OETAILS OT IHE SECIOR AilD PROGRAIITES DRIFI ES'IITATES2O14i15 BPS CBL{oS 201fl16 PRo.r!cTr0N at6/17 PRolECIt0 2017/iE
Cunenl Capihl Tot l Cunenl Cumnt Tolrl Cuneit TolaRA].GEllE NOEC0rl0iltcs AIFCOI![tERCIAT A]RS 6,69 9,594 16,247 6,E41 7,954 14,I95 7,N2 8,19 15,216 t,a2 8,254 15,54611.1 l NJSTRY IOF N,JSTRA]JAIO ND ENIERPRISE OEVELOPt.!E[T 2.2U 7,445 9,n8 2,361 5,612 ,0n

2,113 5,762 8,175 2,190 5,812 8,3020SrmPl hrstid kye mnlai lnvestnent i,o/ i 7,388 9,059 1,4$ 5 427 6 880 1,497 ( (?7
t,024 1.542 5.521 7 05!&vehpmnlai 313 $ 215 s 36 2U 314 n4 $ 314rErd Admirisffin, Phndng ad Srpport Srvirs .0$1tr P6:&

6hd6dion ad EnEpdse hveb 310 337 l2 155 t8t 63? 205 837 664 9191$. STAIE DEP'8TTEI{I TOR EAST AfzuCI}IIfFA]RS 1,619 65 1,684 1,688 s 1,ru 1,E05 $ 1,&tt 1,$1 100 2,03103ffm P1 E6l Atican AEE ad iond hbgEhn 1,430 65 1,4$ 1,364 1414 1,432 51 r {82 1,475 c/lB$m m: &Ed Ad minisfdbn. Plariry rd Sepon S0t s.lEastAtbt
Airs) p4

373 373 455 456ST15t OEPATE ARTI.IEMFOR COtrlIJE A',/DRCE TouRlsi! 2,151 2,084 1,835 2,792 2,n2 5,084 2,843 2,yt) 5,185 2,871 5,2130$m P1: Tde oevelopmnt ad PlDrDion 3ii 1,438 1.Lfi 212 11(.) 1m 1,m 212 1,n?03$ff P2: Toumsm hvebpmnl& Pnnrolon 11$ 1,m 2 435 1,171 2 &51 1.ffi 1.73N 2C$ 1,216 1,7$ 2.9$0m P 3: GerEd Admidsitun Phrir! t Supporlse ices -{Commr€

ad Toubm) ,1tt $l u' )58 1fl Y:)0 586 4m 986

HEAITI]
26,061 21,301 4i,$2 28,0(8 23,$E 51,407 28,758 4,5N3 s,321 8,16 25,051 54,62?108, IIIIIISTRY OF HEAITH 26,061 21,$1 47,$2 28,m9 23 398 51,,{0? 2E,758 24,5&3 8,r6 25,051 g,6n

10 P1. PEWnive at Polnotive lledt Se rffs 1011 1U1 10 263 1,744 8 600 10 344 1,714 9,346 11,m 8 973 10 832
6.335 134 8,309 8,443 8727 143 9,mCwtive ltdfi fure services0402m

15.2i9 5.$1 21,180 16,/04 21.681 fn1 Ln1 17,519 5,313 NE?0403m P4. Rrs€mh &veb ,'t 4,841 410 c,lJl 5 ]54 5,$5 5,512 310 5,808 5n0 321 6,03104040 P5 &rerd Adnrnbfdbn , pofl se&esAT 2Wr r.349 C .JJJ 4,073 1,& 5 281 11$ i,244 5,48 4 345 1,289 5M

Annex Tabre 4: summary of Expenditure bv programmes,2014^5 - 2017/lg (Ksh Mi,ion)
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Annex Table 4: Summary of Expenditure by Programmes, 20l4ll5 - 2017ll8 (Ksh Miltion)

SECTMS

CODE D!TA]LS Of IHE SEC1OR NO PROGT{IIi{ES DRAFI ESTIIIATES2{1{l5 BPS CEIL|ilGS ilfl16 PR0EC'flffi ilili8

Cunfft Caprhl Totil Ctlrart ftpitd Tot l Cllrurt Capild Total fuflsrt Cipital Total

'oso
EOUCATIOl\l 273,3N0 31,971 3{8,351 81.373 35,986 327.$9 321,0.{7 37,881 361,928 354,{t 11,111 $5,r2

1$ STATE OEPARIIIIEI{T OF EOUCAIIOII 54,118 n,fi8 76,256 112,037 28,364 1{0,102 125,126 30,070 115,1!5 113,125 12,6$ 1i5,761

c$rs P 1
17I54 8,1fr $ lt1 t8 21{ 1"q251 m,187 nul l,1t{ 23132

,rm 45,12!

[50'mP2Semnda]Ed([dbn Pmlpd scie, 2NS7 !71 2! 611 34 263
uill $ 262 $s89 1,S1 40 640 49.847 1.141 50 989

0S300 P 3; fudity Asuure & Sladads 4.9S 124 5,674 5,3r1 E24 6,135 5 876 o./4J 6,252
g1 7,1$

0fl,{fr P 4:lJnivemt! Edtrdtln il,q! 5 92s $835 $111 6,447 a2 $2

frffi P 5: lddtsr*n ffS, pohy&coord, plnrlg' Mm,

an[ PPEEAC, i{[B,l(EliI,

lJmsco sch

3147 1 31{ 4.4ff 3,m JOt 4,673 36m 1,437 5,097 3,m4 1,$S 5,453

1{0, STATE DEPAflTI'IEIT ff SCIEilCE &iECIIIIOLOCY 53,7&3 12,698 65,181 8,85 t 121 15,i16 !,178 7,811 16,983 9,766 8,178 18,2,{4

$0m P t: C*rBd Admi,isf&n Pbflrg ,i SDFdSflires !:. 1 317 tm 1 0s1 1317 1 161 1,$7 2,5$ 1,m1 13$ 1(m

0$Sl P 2 Teclrdcl Vediofld Edrctun ai Tdriry 1.1m 4m )4d 5,054 4,m4 9,6$ 5,749 4873 10,621 6m7 5182 11,689

05Sm P 3: fuseath kieme Techmlo{ ad lnnovaton 1m il2 1.T,2 d21 1dt 1 lii 447 1,479

]l$4illi4 s,613 6,013 $,627

0$7S P 1: Youfi Ttdiq at ftveloPnnnt !58 11m 2 078 12$ 1.1m 2357 1,m 1131 2,411 r 1rfr 1,151 2,476

209. TEACHERS SEWICE Coillll$l0l{ 165,17! 135 165,511 171,011 2110 171,211 1$,441 1S,.l11 201,$7 il1,$7

Offi P lTerhr fuaouse 161.133 $1,133 ",..-"' 1&1,8$ :: :!! 1$$5

Sladais a{ Cnvemare
q1 tl 153 }J 165 165 1 1fi

05ttm P 3 Gel]erl AdminisEi:n,Plxrin{ ad SupollSeryices 483 135 4 428 1821 2m 5,021 5,421 5 421 5,825 5.825
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Annex Table 4: Summary of Expenditure by Programmes,20l4l15 -2017/18 (Ksh Million)

SECTORS

c0tE 0ETN$ 0F THE SECIoR IXD PR0CRllltlES DRAfl ESIIIIATES2Oll/15 8PS CEIU|iGS 

'16
PRoJECTtoilS 2016/tl PR0JICIi0ll m17/18

ClJrsrt Capild Iobl Cunent Capit l Tobl Cunenl Capitrl Tobl C!ffit Capitrl Total

06c GOVERIIIIICT, JUSTICE, I-Al|, AXO OROER 119,1$ 11,69? 130,8!t 125,661 1t,5'l 143,221 1$,886 30,921 170,811 171,{$ $,36{ 201,86{

1$, STATE DTPARTTEIIT FOR IIIIR]OR I9,287 1,$3 83,680 84,631 9,912 94,546 88,832 N,M 111,r41 105,281 n311 127,598

ffi1tr P.1.Polbi4 Senbes \m STI 76 324 ii,5s 20,517 91,073 18 754 103 1$

060 P 2 : l,lahrd govennrnlAdrrlinisffin ard fold se ites 11,654 392 12046 11,$5 riil 12,515 13,247 i23 13 870 72i 15,961

ffiXl P 3: &wrmntffiry Servres 5$ el8 566 1$ /D 611 170 781 1 (,10
2252

ffiSm P 1: Popdftn Mar4emnlse tes 3913 4,6r2 4m1 4,971 4,418 1,m9 5.517 4$9 1,281 6 250

134. S'IATE DEPARII|EIIT FOR COORO|I,IAT]OI/ OF I.IAIIOI{AI GOVER}IIIEIII 15,411 0tr 16,ffi8 15,795 611 16,1!6 16,186 1,2N fi,n4 17,5{2 337 17,879

Sff2m P.lPlfiiQ, P0lily Coodrdjon ad sl4podse res 50 T 53 $ 56 61 t'
ffiO4I P 20 Comchnd Slices lJ0 E5; r5,018 15,742 0,, 10353 164m 1 

,)nn
17,718 17,481 33/ 17,818

l2O. OFTICE OF TflE ANOR EYGE|iERAL 3,721 534 1,25N 3,m 616 1{$ 4,1{5 732 1,877 {,601 5,1$

mffim P1: Legal seflices t,m 40 1,3S 1,$1 56 1,407 1,419 U I ix? 1518 74 I t0,

ffi70 P 2 Clvenrre, Legd Tdriru ard CorrlllomlAlhi6 1,814 423 Ln1 1 797 550 2,U7 2,016 623 2,669 2.U2 727 3 069

ffiow P 3: &md AdmidsHion, Plflnr{ ai S{0poll Seflies 11 i!1 5ll ):,i 45 l2b ilt 13 793

121, THE JUDICIARY 11,867 5,625 17,4"02 12,124 5,366 17,190 13,121 ),JU 18,446 11,618 5,525 m,1n

61ffi P1 : Drpematbn oiJ rlce 11,867 5,625 17,4S2 12,124 5,$6 17,4S 13124
( ?11

18 446 14.648 5 525 20.173

1A ETHTCS A,l{0 NTt. CoRRUnro{ CoMUTSStoN 1,546 1,821 1,$2 000 2,162 1,7$ 7m 2,{96 2,019 793 2,011

S110 P1: Ettics ai Anliromrpbn 1 545 218 I 821 1$2 I tat iff 24$ 20r9 701
2,811

14, OFF|CE OT THE DIRECTOROF PUELIC PROSECIJTION 1,t32 119 1,&51 1,805 337 \1!2 1,910 387 2,m 2,0x5 145 2,180

ffi12ff Pl hih Posecuhn Senbes 1,732 119 1,&51 1,8)5 B/ 2,142 1,910 3t7 2nl 20$ 4{5 2 480
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PRoJECTIoil 2017/18PR0JEC'TtoilS ml6J178PS CEIUilGS M1X15DRAFI ESTIIIATES2O1{J5AI$ OF IHE SECTOR AIS PROGR{',ITES

SECTORS

c00E
Cipilil TotalCapiul Iotal CufiefltIotal CunentIot!l Cuflsrl C.aprtalCufient C.apilal

171,1$ 30,361 il,m3{,!2,{ 170,8111i,55r 1{3,U1 1$,886130,854 125,661119,1t8 11,N7'clo
, JU$ICE, LAyi, A}O OROER

312
11,)

3ffi 3t6125 COIII,IISIO}I FOR THE II,iPLEIIEIITAIIOI.I OF IHE CO|ISTITIJTIO|i

312312sm1mP1 oftE comluml]
6g651591511,{67 511167126,REGISTAR OT PO{JTICAL PIRIIES
;it

5!4511 511467n nd Fudul ol PolithJ PatesS110P1:tugistsion,
310287 310250 lXt250127. i{TltESS PRolECIl0}l AGEI{CY

357l3 $711r1nl 2312tffi1m PlrfftEss Pllbclon Sflres
525

ql(
183$2 4833fl $2l(EIYA l{ATl0m]. c0l,lillslofi ff ruitc]i BGHTS

525
(1:

4&33!2}t
101 n,m10,82t I,17885 3,177 10,7,{03,091 3,0923,m !1203. N0EPENDET{T ELECToeqt ND 80UI{DARIES Coill'll$01{

a,ngn,n8 1m10 710 108263.1r9i3 ti{ffi1ifr P1: llrEenrerl oiElecbrJ Pmces in l(enya

5t5509 58647't 5m
205. JWCtAt SEfrlCt Collill$oli

t!412437 412438m1m P1r Admi*Hiof f,t Judlcid Senices

376316319?18 319'18
NANOl{A POLICE SERVlCE CO[tl.{ISSIO}1

376346 J/b31! 3{l3132i8 i;t
Seore Hma Rlsome lJar4elttentmmmPl Natud

4083513542$mfiAIlot{A- GENIIR N0 EQUI],ITY miltl$l0ll
t.:

'$1
ri{

325m 325mW1m P1:Pomhn0f Gendet Equdity ai lcedom lrom disrmindjon

2801n
28{2t205215, IIIDEPEMENI POLICE OVERSIOHT AIJTIIORITY

25r2u ?5t2Uffizfr P1: Pdh oe(s(ttSe ces

-

Annex Table 4: Summary of Expenditure by Programmes, 20l4ll5 - 2017/18 (Ksh Million)
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Annex Table 4: Summary of Expenditure by Programmes,20l4ll5 - 2017/18 (Ksh Million)

SECTORS

CODE DETATS Of THE SECTORND PR06RIffTES DRIFT ESTIMATESMl4/15 8PS CEtLtNGSm19l6 PROIECT|oNS 6/17 PRoJECTt0N 2017118

Capilal iotal Curenl C.apllrl Total Cun$t Capilal Tolrl C!rent Capitrl Iolal

070 PUBLIC ADTIINIS]RATIOII NO II{TERIIATIONAI REI.ATIONS 91,228 102,690 196,918 123,124 91.216 217,Im r12,t3 1m,657 215,2{t 160,375 108,6.{ 269,015

I01, TNE PRESIOENCY 3,5r0 787 4,307 1,121 781 1,902 1,13t 921 1,9$ 1,2{ 955 5,mE

0702fi0 P l CdinlAid6 f5 r! ri5 ii5 1n 617

07040fi P 2 Sbb foL6e AtuB 1 38{ 566 1$0 1,4.49 5i' 2 0t9 14AA 542 2 0c6 1 459 612 2,071

P3. &prt, Pested SeIIEes 1,416 15n 1,910 2,035 I,S43 144 2.088 1 991 2.141

0703m P 1. Gow mrnlAdvisory Seryt€s 351 -r^.1 373 373

135 STAIE DEPART}IEI.II OF PLAIINIIIG 14,U1 53,{27 68,271 n,l30 51,2m 73,9,10 r,m7 56,513 &5,551) 35,232 61,606 96,837

070Sm P 1. Ec{rDric Polh ad Ndod PhriE 1,162 37.942 39,103 1,182 35,5m 36,682 1,188 42,112 4,m j,194 4414 45,423

070700 P 2 Naliond Sbtshd lnbmalon SeMces /l,q 847 7S

070S P 1 GerBd Admidst&n ad Suppod Se n'Ees tu Ptsdry 378 144 521 14,{ 5n 464 148 612 473 148 621

071mP 5 Publp Sllre TEsbmahn 6 148 515 6,i64 13,917 716 11,6]3 m,126 r,016 21,142 2t,245 1,316 27.561

07mm PO Monibdru ai Evduaton 51 103 155 103 a2
-".:

1.13

0711mm&der i Youi EmporcfiEnl 6 360 14,524 m 884 6,t60 14 648 21,0C8 6419 13,036 19,4t5 64m 15,111 2.1S

136, STAIE DEPIRTIIEI{I OF DEVOLUTION 2,1n 5,097 7,?70 2,2t? 5,0!0 7,tt 1.y2 5,142 7,485 2,103 5,34 t,n2

P 1 GerEd Adminbbalbn Seryffs 170 170 1/1 171 it1

1,331 1,341 956 'v)i 90

P 3 Coordindion oi Hora;Bia Seftae 3.098 2.111 3,3n 2,687 3,353 2.m 3 4.{4

P4 AccebBbd ASAL hvebprcol 2m 2.831 479 2m 2.&$ v0 2,455 2 549 3136

105, MIIIISTRY OF IORE]CN ATTARS ND IIITERI{ATIOiIAI IRAD€ 10,893 1,560 12,451 11,n5 1,549 12,15A 11,530 1,68 13,1S 11,833 1,915

07 m P 1 CrrErd AdminisHion Plamil.{ rd Sepod Seftres l0J! 4m 3,015 2.114 3,103 31S 2 &48

071ffi P 2FoE0n&laloN 0plom&y 8 038 1.160 9,1S 8,185 1,160 I345 8 376 1,2{0 I616 8 613 r 465 10078

0/1frmP 3 hbrndond Tde It lnrstrEnlPomhn 7A 3i0 314 3n 3n 3n 3fi
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Annex Table 4: Summary of Expenditure by Programmes,20l4ll' - 2017ll8 (Ksh Million)

SECTORS

COD€ O€TAJLS OF THE SECTOR NO PROGRIIII.IES DflTfT ESTIMATESM1{15 BPs C€rLtIGS 201116 PRoJECTroitS 2016/17 PRoJECT|ori 2fi7nt

C!rHl C4ilal Tohl Cufisrl C4itd Told 0Jmnl Caplrl Tobl Cur$l Capitil Tohl

070 PUSUC ADTIIIISIRATIOTI NO II{IER}IATIO}iIL RELATIOIIS 91,228 102,69 136.918 123,121 91,276 217,700 112,573 102,667 215,210 160,375 r0E,61! 269,015

107, THE }IATIOI.iA! TREASURY 37,796 36,117 75,913 t,111 ur70 E9,911 69,161 35,221 101,3E3 79,586 3,{,900 111,186

071ru P I &nrrd Adminsairn 33 206 7111 10 610 24n3 2,867 27lfi 24918 7.U7 27 ffi5 25.699 3.i91 29,4S

0718mP 2 Publk Fina.id nl 3,317 ?9 601 32,!20 31,M 28lU 12 867 31 051 73921 t2 4$ n.321

trl1$ P 3 Economrc an Filarod Polig FomUdon ad !3? 1,101 2 06) 1.fr? 1.15! 22n i 073 1.2fr 10n 1,288 2 361

07iWP1 at€tConrpelLn ad Car0n ofal En blirg Eusin€ss Enviornenl 2S 290 2S3 2t3 304 3il 311

201, PARLIATIENTARY SETIICE CO ISSIOII 19,!75 3,18 23,104 20,3r0 2,507 22,941 4,s14 2,712 23,655 21,160 3.n2 21.102

0721m P 1 Legisldioi n at &e6qhl 12.t32 1?.732 12662 12,851 12.854 13 041 13 0(1

P2 Seoar.e a[ars 1.450 1 450 2,591 2.ill 5198 2.783 2.142 291? 3n2 619{

0i8tr P 3 Gen€rd AdmiflsHoi And Platin{ 5.792 3.18 E 921 tmi 5.2n 5n7 5167 5167

206. C0 iflssroil oil FtvEltuE Ai-Loc{Tloll 285 v! M 353 353 362 362

072m P 1 ovemnend Revenw ai Fina$d Mate6 285 285 3{ 34 351 lri ?i2 fi2

m7. PUBLTC SEfrlCt CotXtSSl0ll 8E2 16E 1,050 921 16t 1,086 9,r5 1,121 970 m5 l,1n

07210 P 1 Gened Admiflsdion ad SuppodServices r68 762 51i 167 711 513 175 721 t32 738

072Sm P 2 Hlma Resorce Uaqement at Developmenl 213 213 2t9 296 295 3ll 328

0l2ru B CnvlrEre t$ Ndond vr&s 75 75 96 $ 101 101 110 1r0

SAI,ARIES & R!MUIIERAIION COMMISSION (1 li1 176 {76 !32 188 50c $11

072800 P 1 SdaEs a{ tumuerdton rn he Publc SlMce 47t 474 488 5l{ 5m

211. OFFICT OF AUOITOR GEIIERAT 1611 105 3,015 2,112 {02 3,111 2,785 3,m8 2,650 197 3,3t

078m P 1 AudrtSenices 1,.5 3016 ?712 {2 3.11,t I?J 3 2t8 2 8i1 l!i 33t

212, OTFICE Of COI{TROILER OF BUDGET 130 110 {52 152 161 151 176 176

07m P 1 Colluolad nt0lPublic lnd[es 431 4i: 152 152 161 174 ,174

213. C0 nSSr0r ofi A!l{lMsTRATlvE JUSTICE 371 3t1 1!5 105 ll5 125 th

0731m P 1 Pmmohn olAdminitdve Juslce 371 374 4!5 4J5 415 1r5 425 t2t
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Annex Table 4: Summary of Expenditure by Programmes, 2014/15 - 2017/18 (Ksh Million)

SECTORS

c00E OETA]LS Of TllE SECIOR AI]O PROGRIIiIES o&aIT EST][ATES201415 8PS CEtL[{GS 201X16 PROJECTION 816/17 PR0fcTroil 2017t18

Cunst Cipihl Tolrl Cureil Caprbl Tolal Cunent ftpild Told Curnnt Cipihl Tohl

080 NANONAI SECUR]TY $,u $,n1 111,0t2 111,072 13121 $,nl 119,3$ 119,3$

104. [l[,lrSTRY0r DEFEI{CE 73,281 I3,281 $,930 $,930 106,m2 106,m2 121,384 121,381

mlmP 1. Ndiond hbme n 867 71,867 92 412 a)I 104,457 104,45i 119,811 119,811

HIl0P2 Cry, Ad 1S l*ii 4$ 450 4$ l$
S$m P3. C*Ed Adminisr&n Pl irg ai Seponse res 1,068 1,068 r tE( 1,m5 1,18 1,18

1N, NATIOIIAI II{IELLIGEI{CE SERVICE 1t,410 17,110 2!,112 20,112 25,ru ta,uj. 2t,912 2t,912

m0{& P 1. Ndbd Secwt! hbllrgeme 17,140 17,140 n$2 n$2 iam 21.912 27,912

-'al SOOAI PROIEC'IIOI,I, CULIURE AIS RECREATIOII 11,085 12,96N 4,0$ f,ru 11,415 25,680 11,1i9 16,808 28,281 11,7$ 15,9$ 27,709

113. ilI,STRY 0F SPoRIS, CL]LTURE A 0 AiTS 2,m 1,368 3,956 2,658 2,619 5,2n 2,8n 4,719 7,540 2,921 2,m 5,700

0S1m P 1 SpoN vi 1 246 1,7m 2,U 3743 4m 1,7m 2,y4

U30Z P2. CdtuB erd Ir AG 11fl 1$ 185 1m8 TA 1.484 1,U2 83 1t5 1 327 i3 1,631

0#m P3.LlbE) SeMces ard Arthives Maqemnl a!! 520 1,219 i06 020 1,326 7S 1 4t8 n6 E8' 1 457

m$ P4.GerErd AdminsHon, Planing d $[pon Semes r87 10 197 n1 23 244 24 243 25 269

114, il|}IISTRY0t U!0UR SoCtAt SECmfl & SEruCES E,497 11,6m 20,087 8,t6 11,827 20,403 8,6t 12,089 n,10 8,88 13,1n 4,008

0JSm Pl PorDtion ol tr &s1 l-dor Plalces 471 381 652 203 tJal 18! 253 141

mim P2 Ma[o\,rr hwbprBr( Empblmd rd Podrlivrty t,laqemnl 133 1Ci8 ,li3 1ore 573 1,215 9i t3 r 254

Gmm P3 Socid kveloomnl d Clilden Se ips l)ll 3i1 3.tAl l0l/ 1(i( t.)il 1ru 3,m l0/I 1,166

09m P4 Nalional Satt, fbl r 29! 10072 14.371 4,m 10072 14,371 I.X92 r0 072 14 {64 1375 11,184

mlm P5.&rEd Administifun, Planinq ad Sl4poflServhes 5t0 2 $2 5&l 2 5!2 ? 591 61{ 2
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Anncr Tablc,l: Summary of Expenditure by Program mes,20l4ll5 -2017118 (Ksh Million)

SECTORS

c00E OETAI$ OI IHE $CIOR A}IO PROGRNI{ES 8PS CE|LIIiGS 2!1nl6 PROJECTION 201fl17

Ctlrurl Crpitrl Total Cunmt C4itd Cumrt ftptll Iotrl Cunml hpitil Iotil

100 El,lvIROliIIEll] PROiECTIOll, IIATER NO I.IIIURIi RESOURCES 14,701 36,103 50,807 14,E26 $,1t $,978 11,9S 38,123
r, nrl

15,111 $,271 5{,3t2

145, SIAIE DEPAXII,IEI{I FOREI{VIRO|II,IEl{T A|iO l{ATURAI RISOURCES
q7ll1

7,8n 17,563 0tm t,112 17 281 3 8E0 8,02? 17,$7 !,978 8,1S 18,328

lfr1ffi P 1. Gemd Admhst"aton, Plaring a Stlppoflseflres I 22 t,i IJ t3 2L
(cl ti

1ffiffi P 2 Envlmnmenlai Ntud fusrmes l/aqemrltard Pmbct0n 8,112 6,752 14,S4 6,2i1 't lil 8,1[5 6lU 14ffi7 8218 15 211

1ffiffi P 3rl.,{eborologicd Seruices 1,067 1,04! 2,116 1,1ff2
r 100 1j12 1 281 2423 1176

| 111 ltt
146, STAIE OEPIXTilENT IORI/IATERNO REGIONII AUTHOR]IIES 4,212 2?,03{ 31,2E0 4,282 27,ONN 31,370 4,31E 28,318 32,636 1,363 8,031 11107

1ffi1$P 1 . &ned dminisl-aton, PLanir4 a[ SuppoiSeuices ic! 175 !35 10n nL 72! 1103

1m4m P 2:ll&rfusol]lres lnaqement 2.8$ n,518 26,3i0 2,&$ 8,318 fr 176 2$$ 21.548 N,M ) 9it 25165 28.323

lmmP 3:lnEgEEd Rlgtond ftvelopment aL9 3,345 ici Ati 3,ffi 1,171 3,516 1.171 3 346 3.971

11! iltN|$RY0t lltiltilG 121 1,21? 1,!6{ 735 1,S? 2,311 752 1,n8 2,53{ n0 1,887 2,t

1ffi7frP 1:Crnerd Adminisffiion, Planiq ard Sr:ppotlSeflices ut x2 5 2$ 5 247
! t1t

1ffiffi P 2 fusormes Sweys ad furnb Semq 2{ 1:i
il15 ii; i3i 252 0r1 1.175 2:5 r n1, 1nl

lmmP 3 lJilleri Resoures Mallqelllefll ?4i 5l! 1,ff7 tt 1ic5 2tr 1,115 iil 1 118

TOTAT 6N7,540 494,892 1,182,{31 768,0m 627,769 1,S5,E$ 853,?01 6S,62 1,512,E03 953,880 6&5 758
j,6s,[$
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Annex Table 5: List of Active Public Private Partnership (ppp) projects - Kenya

Ministry of Ener5/ and Petroleum

No. Project Name Project Description Project
Value
(S Mn)

Status Type/Value/
State Guarantee

Amount for
Termination
Payment (default by
GoK)

Obligation
for fixed
Capacity
Payments(
Annual)

Call on
Guarante
e (YAI)

I Africa
Geothermal
Intemational
140 Mw

25-year Power
Purchase Agreement
on a Build, Own,
and Operate (BOO)
basis at Longonot
geothermal power
project adjacent to
Olkaria, Kenya.

760 Financial
Close:
3rd April
20t4

Status:
Under
construct
ion

Letter of Support
is being finalized

l. Tolal Pmject Cost
depreciated at 5%
per annum.

2. Exprenses incurred
by the Seller as a
rcsult of
termination.

3. Nel Present Value
of5 Years profits at
l0% discount rate.

US$
77.3Mn

NO

2 Lake Turkana
Wind Power -
300Mw

The wind turbine
farm is being
developed on BOO
basis in Loyangalani,
Marsabit West
County, on a 2D-year
PPA with Kenya
Power.

847 Financial
Close:
24th
March
20t4

Status:
Under

Letter of Support
covering Political
Risks issued on
28th February
20t3

Indemnity
Agreement

l. Total Project Cosl
deprcciated at 5%
pel annum.

2. Expenses incurred
by the Seller as a

result of
termination.

3. Net Present Value

Deemed
Generated
Energy
Payments
Euros
I l0.4Mn

NO
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No. Project Name Project Description Project
Value
($ Mn)

Status Type/Value/
State Guarantee

Amount for
Termination
Payment (default by
GoK)

Obligation
for lixed
Capacity
Payments(
Annual)

Call on
Guarante
e (Y/N)

construct
ion

l,C to be replaced
with Escrow
Account

of 5 Years profits at

l07o discount rate.

Gulf Power -
80.32 MW

The Heavy Fuel Oil
(HFO) porver plant
is being developed
on a BOO basis, in

the Athi River
region. on a 20-year
PPA with KPLC.

108 Financial
Close:
l8th
Nov.
20t3

Status:
Under
construct
ion

Letter of Support
covering Political
Risks issued on
2nd July 2012

1. Total Project Cost
depreciated at 5%
per annum.

2. Expenses incurred
by the Seller as a

result of
termination.

i. Ne1 Present Value
of5 Yearc profits at
loyo discount rate.

Euros 16.3

Mn
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lndemnity
Agreement
covering PRG
payments was
signed on l4th
March 201 3. PRG

Amount US$
35Mn and Euros
7Mn

NO



No. Project Name Project Description Project
Value
($ Mn)

Status Type/Value/
State Guarantee

Amount for
Termination
Payment (default by
GoK)

Obligation
for fixed
Capacify
Payments(
Annual)

Call on
Guarante
e (Y/1.{)

I Triumph Power
- 82MW

The Heavy Fuel Oil
(HFO) power planr
is being developed
on a BOO basis, at
Kitengela near the
Athi River area of
Mavoko, on a 20-
year PPA with
KPLC.

156.5 Financial
Close:
7th
August
2013
date

Status:

Under
construct
ion

Letter of Support
covering Political
Risks issued on
2nd July 2012

Indemnity
Agreement
covering PRG
payments was
signed on 5th
December 2012.
PRG Amount
US$ 45Mn

l. Total Project Cost
depreciated at 5%
per annum.

2. Expenses incurred
by the Seller as a
result of
terminalion.

3. Net Present Value
of 5 Years profits at
l0% discount rate.

US$
24.5Mn

NO
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No. Project Name Project Description Project
Value
($ Mn)

Status Type/Value/
State Guarantee

Amount for
Termination
Payment (default by
GoK)

Obligation
for fixed
Capacity
Payments(
Annual)

Call on
Guarante
e (Y/t',I)

5 Thika Power -

87MW
The Heavy Fuel Oil
(HFO) power plant
is being developed
on a BOO basis. in
Thika, on a 20-year
PPA with KPLC.

146 Financial
Close:
llth
October
2012

Status:
Operatio
nal from
Aug
20r3

Letter of Support
covering Political
Risks issued on
2nd July 2012

lndemnity
Agreement
covering PRG
payments was

signed on 28th
August 2014.
PRG Amount
US$ 35Mn and

Euros 7.7Mn

l. Total Project Cost
depreciated at 5%
per annum.

2. Expenses incuned
by the Seller as a

resu lt of
termination.

l. Net Present Value
of5 YeaR profits at

I 09/o discount rate.

Euros
I 7.1Mn

NO

6 Kinangop Power

- 60.8MW
The wind power
plant is being
developed on a BOO
basis in South
Kinangop,
Nyandarua County
on a 20-year PPA
with KPLC.

150 Financial
Close:
3lst
Decembe
r 2012

Status:

Under
construct

Letter of Support
covering Political
Risks issued on
26th July, 201 3

l. Total Project Cost
depreciated at 5%

Per annum.

2. Expenses incurred
by the Seller as a

result of
termination.

3. Net Present Value
of5 Years profits at

Deemed
Energy
Payment
US$
26.8Mn

NO
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No. Project Name Proj ect
Value
($ Mn)

Status Type/Value/
State Guarantee

Amount for
Termination
Paymetrt (default by
GoK)

Obligation
for fixed
Capacity
Payments(
Annual)

lon 109/o discount rate.

7 Orpower
Olkaria III
Geothermal
Power Plant (lst
Plant 48MW,
2nd Plant
36MW and 3rd
Plant l6MW)

Description:
20 year - BOO

450 Financial
Close:
Jan,
1999

Status:
Operatio
nal

Letter of Support
covering Political
Risks issued on
l8th June 2012
Indemnity
Agreement LC
covering PRG
payments of
Amount US$
3lMn

I . Total Project Cost
depreciated at 5% per
annum.

2. Expenses incuned by
the Seller as a result
of termination.

3. Losses incuned by
the seller

US$
59.2Mn

NO

tt Rabai Power
Plant

20 year - BOO r55 Financial
Close:
Oct,
2008

Indemnity
Agreement
LC Account

Net Presenl Value of
Non-Escalabe Capacity
Charges for the
remaining period 10 the
expiry ofthe term
discounled al l2%o per
annum

Euros
l9.7Mn

NO
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No. Project Name Project Description Project
Value
(S Mn)

Status Type/Value/
State Guarantee

Amount for
Termination
Payment (default by
GoK)

Obligation
for fixed
Capacity
Payments(
Annual)

Call on
Guarante
e (Y/19

9 Mumias Power
Plant

l0 Years-BOO 50 Financial
Close:
July,
2008
Status:

Operatio
nal

None None US$ 5.3Mn NO

t0. Kipevu Ill Located at Kipevu in
Mombasa. the diesel
porver plant is on a

BOO basis for a 20-
year period

Financial
Close:
None
status:
Operatio
nal

None None KSh.
2,209Mn

NO
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No. Project Name Project Description Project
Value
($ Mn)

Status Type/Value/
State Guarantee

Obligation
for fixed
Capacity
Payments(
Annual)

Call on
Guarante
e (Y/N)

ll. Kipevu II
74MW

Located in Mombasa
next to Kilindini
seaport, the Heavy
Fuel Oil (HFO)
power plant is on

BOO basis a 20-year
period

85 Financial
Close:
Sept,

1999

Status:

Operatio
nal

Indemnity
Agreement
LC and Escrow
Account

l. Net Present Value of
Non-escalabe
Capacity Charges for
the remaining period
to the expiry of the
term discounted at
l07o per annum.

2. Expenses incurred by
the Seller as a resull
of termination.

3. The value ofthe stock
of fuel and other
consumables and

spare parts at the
Plant

US$
20. I Mn

NO

t2. lmenti tea

Factory Limited
0.28MW

Feed in Tariff
Power Plant on a

BOO basis

Operatin

c

None None None NO
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No, Project Name Projcct Description Project
Value
($ Mn)

Strtus Type/Value/
State G uarantee

Amount for
Termination
Payment (default by
GoK)

Obligation
fo r lixed
Capacity
Payments(
Annual)

Call on
Guarante
e (Y/N)

t3. Power
Technology
Solutions Ltd.
Gikira Kianjora
Small Hydro
Power Stations
0.5 t4MW

Feed in Tariff Power
Plant on a BOO
basis

Operatin None None None NO

TIIE NATIONAL TREASURY
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