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Foreword

The global economic recovery remains uncertain.el@ments in the Euro zone and the US
are likely to cause another round of economic rikat could have major ramifications to
the economies in the region including Kenya.

On the domestic front, our economy has shown gsgabilizing following recent pressures
occasioned by external shocks and strong domesticadd. The Shilling has recovered
following a rapid depreciation in the third quartdr2011, and inflation has declined since
November 2011. The severe drought in the Horn afcAfand the combination of high

international food and oil prices contributed tanarked widening of the current account
deficit. Despite these, most sectors of the econcomyinued to expand in 2011, and we now
estimate real GDP growth to be 4.5 percent in 281d to rebound to 5.2 percent this year.
While our economic fundamentals remain sound, wedr® build on this resilience to

accelerate growth, create more jobs, and put aimgfahdent to poverty and inequality.

Going forward, we need to reinvigorate our econoarid structural reform agenda coupled

with up scaling investment in economic infrastruetso as to provide the private sector more
latitude to grow and provide a firm platform for wieg our economy to middle class status

sooner than later. We are convinced it is privatestment that creates the income and the
resources that will see us conquer illiteracy, @kes, malnutrition, challenges of supply of

clean water and all the other factors that startiérway to poverty elimination.

The FY 2012/13 will witness the ushering of a neawd as to how we will now govern
ourselves and manage our political and socio-ecanaffairs. County governments will be
operationalised after the next general electiorer@tore, the fiscal framework presented in
this 2012 Budget Policy Statement provides a stioagjs for building our common future
under the new constitutional dispensation. It presi the means for us to transit to a
sustainable public finance path, continue spendimgnfrastructure and implementation of
the new constitution, while protecting social sgagdor more inclusive growth.

With the coming on board of county governments,Re2012/13 budget is expected to be a
transitional budget, one with expenditure pattéat forms the basis for equitable division of
revenues before an equitable allocation basedmewaeformula is phased in. To achieve the
aspirations of the Kenyan people of a better Keayy@nvisaged under the Constitution calls
for greater transparency and high quality managerokpublic finances at both levels of
government, that is, county and national governs€erhis is fundamentally necessary if we
are to ensure fiscal discipline and safeguard tdiglgy of our economy and our nation.

HON. ROBINSON N. GITHAE, EGH, MP.
MINISTER FOR FINANCE

2012 Budget Policy Statement Page iii



Acknowledgement

This is the third Budget Policy Statement (BPShaaabled in Parliament in accordance with
the requirements of the Fiscal Management Act, 200%utlines the broad strategic

macroeconomic issues and fiscal framework, togethiéh a summary of government’'s

spending plans, as a basis of 2012/13 budget andhddium-term. This contributes to the
improved understanding of Kenya’'s public financesl guide debate on economic and
development matters.

Overall, Kenya’s growth has slowed but the fundat@mlenremain favourable. While fiscal

and monetary policy remains supportive of growtlrrent projected growth rates are not fast
enough to support the employment gains and poveduyction that the country requires. The
overriding policy thrust of 2012 Budget Policy ®taient, therefore, is to sustain economic
growth by restoring and sustaining macroeconomabikty and focusing on economic

policies and structural reforms aimed at facilitgtiprivate sector to expand, promote
productivity and build the resilience necessary @mployment creation and poverty
reduction.

Year 2012/13 is an election year that will ushemaidevolved system of governance. The
need for continued fiscal discipline, thereforeyruat be overemphasized. The Government is
committed to ensuring that we transit smoothlyhi® mew governance system.

The preparation of the 2012 BPS was a cooperaffeet.eMuch of the information in this
report was obtained from the Ministries and varigosernment departments and agencies.
We also received valuable inputs from the publigrdubudget consultations process. We are
grateful for the inputs. We are also grateful tog tollaboration and comments we received
on the 2012 Budget Review and Outlook Paper (BR@if) the Accounting Officers, which
provided inputs to this year’'s statement.

A core team in the Ministry of Finance spent a sigant amount of time putting together
this Statement. We are particularly grateful & Btonomic Secretary, Dr. Geoffrey Mwau,
Mr. Justus Nyamunga, Director, Economic Affairs,. aul Ngugi, Director of Budget and
Dr. Kamau Thugge for their contribution and thedeship they provided in the execution of
this task. Special thanks also to the principaltigiontors headed by Mr. Henry Rotich and
assisted by Mr. John Njera, Mr. Peter Chacha andddnnis Muganga of Economic Affairs
Department. In addition, valuable inputs were reegifrom Mr. Francis Anyona, Mr.
Samuel Kiiru, Ms Elizabeth Nzioka, and Ms Miriam ®jwoki of Budgetary Supplies
Department, and the entire team of the Working Cdtem on Fiscal Decentralization
(WCFD) for which we are grateful. Since it wouldtnme possible to thank everybody
individually in this page, | would like to take shopportunity to commend the entire staff of
the Treasury for their dedication and commitmergublic service.

JOSEPH K. KINYUA, CBS
PERMANENT SECRETARY/TREASURY

2012 Budget Policy Statement Page iv



CONTENT

. ECONOMIC AND SOCIAL PROGRESS—BUILDING OUR COMMON FUTURE .......ccooocmmmeenees 1
OVBIVIBW ...ttt e e s e e 2 a2 e e e e e e e e e e eeeeeeeeeeennneeeeaeeeneeeeeeeeenennnnnnnnen 1
Outline of the 2012 budget policy StatemMeNt .....c.....ooeiiiieiiiiii e 4
SUMIMABIY ..ot e et e e e e e e e e e e e e e e e e e e eeeas 6

Il.  RECENT ECONOMIC DEVELOPMENTSAND OUTLOOK .....ocommiuumreumeesmresnessnssssessnssssnssssnnees 7
Overview of Recent ECONOMIC Performance. ... oo oo 7
Fiscal performance and emerging ChalleNgeS e ..o, 10
Macroeconomic policies and OULIOOK .........cccccccvieiiiiiiiieiiiiiieii e 12
RISKS 10 the OULIOOK ........eeeeiiiiiiiiiii e ettt ennennnnes 17
S [ 1] .=V PP 18

I1l. FISCAL POLICY AND BUDGET FRAMEWORK ...coooiiirrimiemsrssmssssssssssssssssssssessssssssssssssesssssss 19
OVBIVIBW ...ttt e e e e e e e e e e e e e e e e ee e e e e eeaeseaeaeeeeeeaeeeseranaes 19
Continuing with fiscal conSONdatioN .........cccceiiiiiiiiiiiiiii e 19
Exercising fiscal reSponSiDIlity ............uueiiiiii e 20
Improving efficiency and productivity of eXpendiBur................eeueeiiiieeiiiniiiiiiiet e 21
Continuing with the path of debt sustainability.............ccooriiiiiiiiii e 21
Deficit fINANCING POLICY ..vuueiiieii e e er e e e e e e e e e e aae e 21
2012/13 Budget FrameWOIK ..............uvuetmn ettt e e s e eee e ee e 22
SUMIMAIY ... e e e e e n e e e e e e e e e e eeas 24

V. PREPARING FOR DEVOLUTION—INTERGOVERNMENTAL FISCAL
RELATIONS ...ttt ss st ss s ss s ss s sss sttt bbbt ns s 25
] ugo o [FTo{ 1 o] o P TSRO PPPPRPPPPPPPRPN 25
COUNLY REVENUES ...ttt mmmeee e ettt s e et e e et e e e et e e et e e e e aaaa s e e eae e e eenn s 25
The EqQUalization FUNG...........ooooiiiiiiiiisee s e e e e e e e e e e e eeee e s e e e eeeeeeaeaaes 27
Costing of Functions Assigned to County GOVEIMMENLS...........cc.euveeerereeeeeneennnnnns 28
Projected shares of Sharable Revenues..........ccccooooiiii e 30
New Formula for Allocating REVENUE ..........ccoo i 31
County Budgets and the Transfer of FUNCHONS e .cooeeiviiiiiiiiiiieei s 32
The Division of Revenue Bill and the County Allocat of Revenue Bill....................... 33
DECENtraliZEd FUNGS. ......ootiiiiei et sttt e e e eenn e e e s 34
B [ 0] .=V PSPPI 34

V. EXPENDITURE PRIORITIES AND RESOURCE ALLOCATION .....ccoiimirnmmeeeesnsessnsessessssaneeans 36
RESOUICE ENVEIOPE. ...ttt e e ee e e e e e s e e e e e e e e e aaaeaes 36
SPENAING PriOMtIES......ciiiiiiiieeeeee e ceeeee e s e e e e e e e e e e e e e e eeeeeeaeeeeeeeeeeeereaenaes 36
Medium-Term Expenditure ESMALES..........coummeeiieiieeiiiiiiiiiie e 38

Details of Sector Priorities
(@F] (o1 (U1 o [T

2012 Budget Policy Statement



Annexes

Annex 1: Statement of Specific FisCal RISK..........cccooiiiiiiieee s 51

Annex Tables:

Annex Table 1: Main Macroeconomic Indicators, 2QA082014/15.........ccooeieiiiieeiiieeeiee e eeenens 63
Annex Table 2: Central Government Operations, 2009/2014/15 (Ksh bn.)........ccccccveveee.. 64
Annex Table 3: Central Government Financial Operestj 2009/10 - 2014/15 (% of GDP)........... 65
Annex Table 4: Recurrent Sectoral Expenditure Ggdj 2012/13 - 2014/15 (KSh. mn)................ 66

Annex Table 5: Development Sectoral Expenditurdii@gs, 2012/13 - 2014/15 (KShs. mn)......... 67

Annex Table 6: Total Expenditure Ceilings, 2012/PB14/15.........cooeeiiiiiiiiieeeeee e e 68
Annex Table 7: Sector Programmes and Budgetarycatlons, 2012/13-2014/15...........ccccceennee. 69
Annex 8: Sector programmes, outputs and performancBdicators...........cooccvevveeeeeeeeiiiciieennn. 71
Annex 9: Summary of Priority Issues Identified during Budget Consultations..............ccc....... 100
Annex 10: Summary of Specific Fiscal Risk on Expentlire..............ccooeeeeeeiee e 106

2012 Budget Policy Statement Page vi



Abbreviations and Acronyms

ASALs
BOPA
BPS
BROP
BSP
CARB
CRA
DoRB
EAC
ERS
FY
GDP
GoK
KNBS
MDG
MTEF
MTP
NDA
NFA
PERs
PPP
SWGs
VAT

V 2030
WEO

Arid and Semi Arid Lands

Budget Outlook Paper

Budget Policy Statement

Budget Review and Outlook Paper
Budget Strategy Paper

County Allocation of Revenue Bill
Commission on Revenue Allocation
Division of Revenue Bill

East African Community

Economic Recovery Strategy for Wealth and Bgrpent Creation
Financial Year

Gross Domestic Product
Government of Kenya

Kenya National Bureau of Statistics
Millennium Development Goals
Medium Term Expenditure Framework
Medium-Term Plan

Net Domestic Assets

Net Foreign Assets

Public Expenditure Review

Public Private Partnership

Sector Working Groups
Value Added Tax

Vision 2030

World Economic Outlook

2012 Budget Policy Statement Page vii



Legal Basis for the Publication of the Budget Poli Statement

The Budget Policy Statement is published in acawrdavith Section 7 sub-sections (1), (2) and (3
the Fiscal Management Act, 2009. The law statass th

1) The Minister shall prepare and lay before the NetidAssembly a paper to be referred to as a
budget policy statement.

2) The budget policy statement shall be laid befoeeNhtional Assemblyot later than 21st
March each year or, in the event that the NationaRssembly is not in session on 21st March,
within the first week upon the reconvening of the Asembly

3) The budget policy statement shall state the bratkegic macroeconomic issues that will be the
basis of the budget of the succeeding financial ged the medium term and shall include —

(a) An assessment of the current financial year angtbjected state of the economy for the
succeeding three years;

(b) The macro economic and fiscal policies for thequespecified under paragrap);(

(c) Targets for overall revenues, total aggregate edifume and domestic and external borrowing
for the succeeding financial year and the medium;te

(d) The total resources to be allocated to individuagpammes within a sector or Ministry for the
period identified under paragrapd {(ndicating the outputs expected from each suolyramme
during that period;

(e) The criteria used to allocate or apportion thelalséé public resources among the various
programmes;

of

(f) The estimates of interest and debt servicing clsaagd loan repayments for the financial year|to

which the budget relates and the next two finangars;
(g) Proposal for financing any deficits for the finaalgear;

(h) Indication of the intention regarding borrowing amtions that may increase public debt for t
financial year;

(i) Budgeted and actual revenue levels for the twoqglieg financial years;

() Budgeted and actual expenditure for the two prexgfinancial years by vote and main
divisions;

(k) Forecast financial position for the financial y&awhich the budget relates and the next two
financial years;

() Statement of specific fiscal risks and contingtiilities including guaranteed loans, pending

bills, uninsured risks, promissory notes and oihtarnationally accepted instruments, as at the

day on which the forecast financial statement afdiphed and the rules that determine what
constitutes current and future fiscal risks;

(m) The policy objectives that will guide the Governmeiudget decisions during the financial
year and the policy areas that the Governmenf@glis on during the financial year.
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. ECONOMIC AND SOCIAL
PROGRESS—BUILDING OUR
COMMON FUTURE

Overview

1. The 2012/13 MTEF Budget will usher a new dawn iciglocompact. The
new constitution requires the Government to pragivety provide for a
minimum basic standard of economic and social sidgiot its citizens within
available resources. In particular, it requiresaumake progress in ensuring that
Kenyans enjoy better health care services, edutatitean and safe water,
housing, and social security. Meeting these devetopgal needs require
sustaining high growth path during transition whinefits accruing equitably to
all Kenyans.

2. Year 2012/13-2014/15 budgeting period will entail t@nsition to
devolved system of governance. The MTEF budget Wh#refore continue
prioritising expenditure, within the context of eugent macroeconomic strategy,
while continuing with reforms that are needed toederate social and economic
progress as espoused in the Constitution.

3. At the same time, during this transition period, mezd to sustain growth
in the face of challenging external and domestirenment. According to the
IMF latest World Economic Outlook update releasedJanuary 2012, global
output is expected to weaken in the face of commsovereign debt crisis in the
Euro area and sluggish recovery in the US and o#luanced economies.
Meanwhile, inflationary pressures have emergedewesal emerging countries,
including China thus slowing down their growth prests. On the domestic
front, while Kenya’'s economy has shown signs obititang following recent
pressures stemming from external shocks and stdmmgestic demand, high
inflation is still hurting the welfare of our ciens and making business planning
difficult.

4, In the face of these challenges, therefore, therioieg policy thrust of

2012 Budget Policy Statement is to consolidate sustain inclusive economic
growth by restoring and maintaining macroeconontébitity and focusing on

economic policies and structural reforms aimedeaaving hurdles to higher
growth while facilitating private sector to exparits business, promote
productivity and build resilience necessary for &yment creation and poverty
reduction.



Sustaining inclusive growth and meeting MDGs

5. The Government, with the support of developmenttness, has
committed substantial resources in order to acatlersocio-economic
development and achieve the MDGs. Over the reaastt pncreased spending on
social sectors such as rural development, agrieylteducation and health has
supported inclusive growth.

6. The last survey on poverty indicated that the iece of poverty stood at
45.9 percent in 2006 down from 52.3 percent in 199% survey also showed
that Poverty was higher in the rural areas (49.t#hpared to urban areas
(33.7%). Meanwhile, an assessment of Kenya’s padoce in meeting each of
the eight goals has been ongoing with the last M3@&dus Report for Kenya
being in 2009. According to the 2009 report, Kerly@as made significant

progress towards meeting four of the eight goal&rall, with respect to meeting
the MDGs by 2015, there is potential of meeting sand unlikely for others.

However, the supportive environment is improvingsasamarized in Table 1.1
below.

Table 1.1: Supportive environment for meeting MDGs

2003 Progress Report Current Status
Wilitbe  Supportive || Willitbe  Supporive
Goal met?  environmentf  met?  environment Remarks
MDG 1: Eradicate Extreme Poverty and Hunger Unlikely ~ edkl Unlikely Strong Increased pro-poorlspendmg i
edc, health and agric.
MDG 2: Achieve Universal Primary Education Potengiall ~ Fair Potentially ~ Strong :(r;zjirr:;ﬂarylsecondary
New gender sensitive
MDG 3: Promote Gender Equality and Empower Women Riatty Fair Potentially ~ Strong ~ |constitution, Women Enterpris¢
Fund etc
MDG 4: Reduce Child Mortality Unlikely Fair Unlikely Fai

Continued increased funding tq
MDG 5: Improve Maternal Health Unlikely Weak Unlikely iFa  |health sector
MDG 6: Combat HIV/AIDS, Malaria and Other Diseases |  tetially  Strong Potentially  Strong

Protection of water towers
MDG 7: Ensure Environmental Sustainability Potenjiall  Weak Potentially Fair  |including Mau forest, tree
planting, etc

Youth empowerment programg
with donors, increased mobile
subcribers with cooperation wifh
private sector

MDG 8: Develop a Global Partnership for Development nlikgly Weak Potentially ~ Strong

7. Going forward, continued spending on priority sesteuch as agriculture
and rural development, health and education witktarate attainment of better
standards of economic and social development. Thlesald be complemented
by measures to address socio-economic inequities iaculcating national
cohesion for long-term stability and prosperity.
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8. Because of limited resources, rationalization affidiency in allocation
and use of public resources will be required tob&n&overnment achieve its
development goals. Similarly, fiscal prudence ammdtsgic prioritization will be
required in other public sector entities to assawrerall fiscal sustainability and
more productive use of resources consistent witianicing public-policy
priorities. Also, as we implement a devolved systngovernment we need to
build transparent, responsive, accountable, efficend effective national and
county governments as key drivers of broad-basedtbt

9. Meanwhile, to accelerate growth and expand theldeot employment
and reduce poverty, Government’s initiatives wakc@is on: (i) restoring and
maintaining macroeconomic stability; (ii) contingimvestment in infrastructure,
in particular, roads, energy, rails, ports and ICili) deepening structural
reforms, including improving governance with implemation of the
Constitution; (iv) enhanced regional integratioml @tcessing new and emerging
markets; and (v) targeted support for small andiomedenterprises, as well as
initiatives to increase value addition in agrictdttio increase job creation.

Fiscal discipline and continuing with productive smding

10. The Government intends to strike a balance betvdesoting resources

for these priorities and gradual fiscal adjustmémtensure long-term debt
sustainability. Thus, we expect a deficit (inclugligrants) of 4.3 percent of gross
domestic product (GDP) in 2012/13, moderating toual3.5 percent by 2014/15.
Over the medium term, fiscal adjustment will be aaapanied by shifts in the

composition of public expenditure towards investmeand economic

development, as well as implementation of measuecesstrengthen public

financial management and modernize and simplifytabesystem.

11.  Prior to the crisis period of 2008-2009, Kenya ggfb robust economic
growth with buoyant revenue, improving public amiyate investment spending,
and a declining public debt burden. For instanetywben 2003/04 and 2007/08,
government spending as a share of GDP rose frol@3cent to 27.1 percent,
while public debt to GDP declined from over 70 garicto about 40 percent.

12.  In response to the multiple shocks in 2008-09—testtion violence,
drought, high commodity prices, and global finahc@isis—Government
adopted countercyclical fiscal stance to shore tgwth, at a time when the
private sector was adjusting to the changed ecanoirdiumstances. As a result,
government spending rose further to about 30 pérogr2010/11 while public
debt increased to 48.8 percent of GDP.

13. In the current budget 2011/12, public expenditusatioued to expand,

albeit at a slower rate, reaching 33.5 percent DIPGExpenditure pressures
reflected stepped-up infrastructure spending, impletation of the new
Constitution, drought mitigation measures and fosécurity, security

intervention in Somalia, and pressure for salargral.
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14. Most of these expenditures are necessary for leigger economic
growth in light of the changing economic conditio®r instance, electricity
generation capacity is being expanded with investnie geothermal power,;
efficiency in the public transport is set to impeowith road, rail and ports
expansion; expansion of irrigation programmes wahsure food security
becomes a reality; and intervention in Somalia velihance security and
eliminate incidents of piracy that had increaseel tbst of shipping along the
East African Coast line. Also, steps have beennakevards implementing a
devolved system of governance and rural developipergrammes, in addition
to continued spending in health and education, elt ag strategic initiatives to
cushion the poor with emerging challenges assatiatiéh high food and fuel
prices.

15. However, over the medium term, Government’s exgenglias a share of
GDP and especially the share of recurrent experditill need to moderate so
as to guard against accumulating large debt thhnat only pose fiscal risk but
also be burdensome to our future generation. Iticodar, every effort should be
made to contain wages and salaries by central gowart and other public
entities by limiting the size of public service.rBuing a sustainable level of debt
is also vital as a means to provide room for theape sector to expand business
and create the much needed jobs within an envirahroklow inflation, and
stable interest rates and exchange rate.

16. With these apparent fiscal constraints, tough d@wiare therefore
required to ensure that available resources aexrtdd towards those priority
programs that have the highest socio-economic immac our economic
development. This is especially more urgent witbpeet to the public sector
wage bill that, if not appropriately managed, wilecome the main
macroeconomic challenge as we transition to a dedosystem of Government.

17.  This Budget Policy Statement articulates economi@ies and structural
reforms as well as sectoral expenditure progranthegsthe Government intends
to implement over the next three financial yearsriter to achieve the broad goal
of its development agenda as already indicatedpdrticular, it emphasizes
continued shift of resources in favour of growttd gob creation, and to support
stronger private-sector investment in pursuit ofv regportunities in a changing
economic environment. The proposed fiscal framevesrgures continued fiscal
discipline and provides support for sustained ghpwroad-based development
and employment creation that benefits all Kenyans.

Outline of the 2012 budget policy statement
Recent economic developments and outlook

18.  Section Il of this BPS outlines the economic contexvhich the 2012/13
MTEF budget is prepared. It provides an overviewtltd recent economic
developments and emerging challenges, as well e@ottiook going forward.
The updated economic outlook indicates growth sWdiv down from the forecast
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in the last BPS, mainly due to the difficult globahd domestic economic
environment. Real GDP growth is forecast to inagets 5.2 per cent in 2012
from the estimated 4.5 percent in 2011. Over thediome-term, growth is
expected to pick gradually to about 6 percent,labaj conditions improve and
macroeconomic stability takes hold. Inflation igpegted to ease to single digit
and be sustained around the target of 5 percentlogenedium term.

19. The projected growth is cautious given the obtgnieconomic
circumstances. However, it is still insufficient iéenya to put a meaningful dent
on unemployment and poverty in line with the oljext set out in the Vision
2030. Section Il also provides priority initiativasned at accelerating economic
growth and measures that are aimed at enhancingt@rsector competitiveness
and increasing employment, especially for the youth

Fiscal policy and budget framework

20.  Section lll outlines the fiscal framework that igoportive of growth over
the medium to long term, while continuing to praviddequate resources for the
implementation of the new Constitution and sociadgpammes in health and
education, as well as in infrastructure spending.

21. Due to revenue shortfalls and spending pressuresn fisecurity
intervention in Somalia and salary awards, the budtgficit in the revised
budget is not expected to reduce in the currergnfiral year. However, with
improved revenue performance following tax reforraed moderation in
spending, the fiscal position is expected to improver the next three years with
the budget deficit declining to about 3.5 percdittis will allow for that public
debt to GDP to fall to well below the 45 percemdemark by 2014/15.

Preparing for devolution—Intergovernmental fiscaktations

22. 2012/13 is an election year that will usher in asaeed system of
governance. Section IV provides a framework for agamg the transition to
decentralised structure in line with the new Cduostin. The proposed division
of revenue between national and county governmerget out in Table 4.3.
National government accounts for an average of aBOupercent of equitable
share of revenue over the 2012/13 MTEF period, evhiansfers to counties
account for an average of 20 percent.

Expenditure priorities and resource allocation

23.  Section V presents the resource envelope and spepdiorities for the

proposed 2012/13 MTEF budget. Sector achievemenmds paiorities are also
reviewed, along with indicative costing of the deeal functions for the 2012/13
MTEF period.

24.  Overall, Government spending to GDP will remairskghtly below 30
percent over the MTEF period. Education, and Enehglyastructure and ICT
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sectors account for the highest allocation, folldvey Governance, Justice, Law
and Order, Public Administration and InternatioR&lations, and Health sectors
in that order. Defence expenditure has also risecently with security
intervention inside and along the border of Somaba the non-discretionary
category, debt servicing has been the fastest ggpeomponent of expenditure.

Summary

25.  This budget policy statement outlines the broadtsgic macroeconomic
objectives and fiscal framework, together with ammary of Government

spending plans, as a basis of 2012/13 budget addumeerm. In this regard, it
contributes to the improved understanding of thatestof Kenya's public

finances, thereby helping to guide public debateeconomic and development
matters. Of course, Vision 2030 Medium Term Plad #&s update provide the
longer-term perspective on Kenya’'s growth and dgwelent challenges.
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. RECENT ECONOMIC
DEVELOPMENTS AND OUTLOOK

Overview of Recent Economic Performance

26. The economy has shown signs of stabilizing aftezemé pressures
occasioned by external shocks and strong domestitcadd. The Shilling has
recovered following a rapid depreciation in therdhgquarter of 2011, and
inflation has declined since November 2011. Theesedrought in the Horn of
Africa and the combination of high internationabfiband oil prices contributed
to a marked widening of the current account defidispite these, most sectors
of the economy continued to expand in 2011, andnaw estimate real GDP
growth to be 4.5 percent in 2011 and to reboun8.2opercent this year. While
our economic fundamentals remain sound, we neddaitd on this resilience to
accelerate growth, create more jobs, and put a imgfah dent to poverty and
inequality.

27. The recent economic developments are a clear itlicthat the policies
that we implemented in response to the shocksegmbing to take effect. They
also point to a more stable macroeconomic enviraring®ing forward.

2011 growth update

28. Real GDP grew by 4.2 percent in the first nine rherdf 2011 compared
with 4.9 percent in the same period in 2010. Thevtin was mainly attributed to
continued expansion in building and constructiohplgsale and retail, financial
intermediation and agriculture and forestry as vesl hotels and restaurants.
Leading economic indicators for the fourth quartdr 2011 still point to
continued growth, albeit at a slower rate.

29.  On account of | Chart 2.1: Real GDP growth

performance of the first thre¢ 80
quarters, it is now estimatel
that overall growth for 2011
will average about 4.5 percen:
down from 5.6 percent in
2010 (Chart 2.1). This growtt
indicates resilience
considering that the year wa
characterized by delayes
rains, high inflation, and
weaker shilling, all of which!
combined to restrain growth. '

7.1

percentagé)
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30. The pace of current growth is still well below tiaeget of Vision 2030 of
10 percent necessary to draw more Kenyans into mant and reduce
poverty. Recent budgets have been geared towapg®ring growth to mitigate
the adverse effects of domestic and external shdakeelerating growth further
requires stepping up both public and private inwesit to raise Kenya's
economic competitiveness and create more employrapportunities for all
Kenyans.

Inflation has risen to double digits but has stadeasing lately
31. After remaining low and stable for the greater part2010, inflation

picked to reach double digits level in 2011 maioty account of high food, oll
and energy prices. The weakening

the Kenya shilling against majo Chart2.2: Infiation
currencies also exacerbated inflationa i;g 7y
pressures. The annual avera 1o ~C _,‘r’T,
inflation for 2011 rose to 14 percer“g}gg RN +* /’
compared to 4.1 percent in 2010. Th§io v R
twelve-month year-on-year inflatior & i Yow, 7
peaked to 19.7 percent in Novemb so -t ~at

2011 before easing to 18.7 percent 3}

December 2011, 18.3 percent RSN NN NN
January 2012, 16.7 percent in Februe ¥ LSS SIS ESE
2012 and1 more recently, to 15. - Overallinflation ====- Overallannualaverage inflation

percent in March 2012 (Chart 2.2).

32. The Government has taken appropriate policy actmnrein in on
inflation. A combination of tight monetary policyé fiscal restraint, as well as
easing food and oil prices and firming up of thélisly has worked to support
the easing of inflation. The CBK raised the poliate from 6.25 percent in
August 2011 to 18 percent in December 2011, while Government has
instituted austerity measures and expenditure agfization to restrain domestic
demand.

The balance of payments has come under pressure

33.  Reflecting higher fuel and food prices, as welbaseaker than expected
global output and strong private sector
Credit, the external payment pOSitiO Chart 2.3:Official Foreign Reserves
has come under pressure. As a res o
the external current account deficit | ssoo
expected to reach about 11 percent| *°®°
GDP in 2011/12. e
1,500
34. The official foreign exchange 1‘5’;’;’
reserves in terms of months of impor

cover declined from 3.9 in 2010 to 3.

in 2011 (Chart 2.3). However == o

Q 2002
U 2011
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following disbursements from the IMF official foggi exchange reserves held by
the Central Bank of Kenya rose to about US$ 4lbhiby end-December 2011.

The shilling exchange rate weakened but has receriitimed up

35. Increased demand for foreign exchange to finangeoita of machinery
and capital goods, larger oil import bill due tspake in the oil prices, increased
maize imports occasioned by food shortages in 2@hd, strong demand of
imported consumer goods with strong bank credibesmn to the private sector,
combined to exert pressure on tk
shilling exchange rate against maj
currencies.

Chart2.4: Exchange rate( Ksh/Foreign Currency)
170.0
150.0 ~A\
1300 W,/ o
36. The Shiling weakened tCQ 100 = —

exchange at a historic low of Ksh. 10% so Wm
per US dollar in mid-October 201; 70

compared with an average of abol **°
Ksh. 80 per US dollar in October 201( **°
Partly due to the tightening o ™ e
monetary policy, the exchange rate h e ¥ afe @ ¥t o o e o Wil
firmed up to exchange at aroun = Us Dollar
Ksh.85 per US dollar from December
2011 through February 2012. Over the same perloal shilling exchanged at
Ksh.114.0 and Ksh.135.0 respectively against th® Bad the Pound Sterling in
December 2011 compared to Ksh.138.7 and Ksh.150@ctober 2011 (Chart
2.4).

Pound Sterling Euro

Tight liquidity has put upward pressure on interesttes

37. Reflecting the tightening of monetary policy stanshort-term interest

rates have increased. At some point in late 20dterbank interest rates had
increased to about 30 percent. The 91-day Tredslirngates have also risen to
about 20 percent by the end of December 2011 frohowa as 2 percent in some
months in 2010. Consequently, most commercial baadjsisted their base
lending rates upwards (Chart 2.5).

Chart 2.5: Interest rates

38. At the same time, ¥*

uncertainty concerning the % 1
sovereign debt crisis in the Eur _*% i\
area, rising inflaton and $ *” '
weakening of the exchange raj % e 4[VL
have all combined to weake| " lgagsatie = = 7,
activity in the stock market, ¥ T R e
However, there are signs that the, °" .. szsszsssazssccscsccroros
factors are reversing and as 8882558882558588553858855388
result activity in the securities T otdaybill = 182day il Lending ate

= interbank === Deposit rate

market has started improving.
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Fiscal performance and emerging challenges
2011/12 Budget

39. The macroeconomic assumptions underlying the 2@1blidget were
detailed in the 2011 BPS. The budget assumed ecmdirstrong economic
growth and stable macroeconomic environment. Initiadd the financial
objectives were aimed at containing non-priorityd amproductive recurrent
expenditure so as to bring the budget deficit dawd ensure sustainable public
debt.

40. Parliament approved the 2011/12 budget in Augudtl2@&xpenditures
amounted to Ksh. 1,159.5 billion, comprising of ugent expenditure of Ksh.
762.4 billion, development expenditures of Ksh. .896illion, and Ksh 0.5
billion for contingency fund following utilizatiorof the Ksh 1.5 billion for
drought mitigation measures by the time of approval

41. The above expenditures were to be financed by tetanue (including
A-I-A and after adjusting for LATF arrears) amoungfito KSh. 793.3 billion,
donor grants and project loans totalling KSh. 183llion, domestic debt roll-
over of Ksh 63.5 billion, and domestic borrowingk#h. 119.5 billion.

Implementation progress and emerging fiscal chaltgs

42. Since the implementation of the 2011/12 Budget uty 2011, the
economic environment has worsened. High inflatimmsning from higher food
and fuel prices and deteriorating global econontoditions, have weakened
economic expansion. In addition, rising inflationaexpectations placed
pressures on the Shilling exchange rate. The tghgeof monetary policy has
resulted in rising domestic interest rates botlthe money markets and in the
auctions for government securities further putgongssure on the budget. As a
result:

. Revenues have fallen short of targefAs at end of February 2012,
cumulative revenue receipts amounted to KSh. 4B0li8n, against a target
of KSh. 488.3 billion. This reflected an underpeniance of KSh. 48 billion.
The underperformance was in respect of KSh. 32lkorbiin ordinary
revenue and KSh. 15.8 billion in Appropriations-Amg- (A-I-A). The
underperformance in ordinary revenue was associattd various factors
including VAT withholding challenges during the dincial year, and weaker
than envisaged economic growth, while the shortfal\-i-A partly reflects
underreporting by line ministries.

. Domestic borrowing has been constraineg the volatility in the money
market interest rates and investor uncertainty ¢inoabout by high inflation
and weakening of the Shilling. Consequently, thbes been an under
subscription of Treasury Bills and Bonds in the tewc market for
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government securities. More recently, the situatimms improved with
increased demand for short-dated government siesurit

. Expenditure execution has also fallen behin@&y February 2012, total
expenditure (based on disbursement) amounted to &6 billion against
a target of KSh. 688.1 billion. This reflected averll under-spending of
KSh. 101.6 billion, of which KSh. 11.2 billion was respect to recurrent
expenditure, while KSh. 89.3 billion was in respeat development
expenditure and net lending. Development experahtufinanced with
domestic resources were below target by KSh. 28ltorh and those
financed with foreign resources were below targeKBh. 60.9 billion. The
under-spending of the development budget reflecfgabr procurement
planning for government funded projects; low absorp of development
project funds due to delays in processing and sagtNo Objections” from
donors; and under-reporting by line ministries ofual spending, including
low coverage of expenditures incurred in the dittri as well as non-
reporting by donors where government systems araseml.

» Additional spending pressures have emergedhainly on salaries,
implementation of the Constitution, as well as dwplwith security
operations along the border and in Somalia, amdhgre. In addition, the
weakening of the shilling exchange rate againstomajurrencies has
increased the servicing of external debt in slyllierms and government
expenditure on import of goods and services. Sinf#ine year, Treasury has
received requests for additional funding amountimgyver Ksh.175 billion.
Table 2.1 provides the preliminary budget out-tionthe first eight months
of the FY 2011/12.

Table 2.1: Cummulative Budget Deficit, July 2011 td-ebruary 2012 (Ksh billion)
Feb-12 Jun-12
- Revised
Target Act.* Deviation Budget Budget
1 2 3=2-1 4 5

1.0 TOTAL REVENUE & GRANTS 513.4 450.5 (62.9 835.1 854.5
1.1 Total Revenues 488.3 440.3] (48.0 794.9 806.4
Ordinary Revenue 441.8 409.6] (32.2 718.1 724.9
Ministerial Appropriation in Aid 46.5 30.7] (15.9 75.9| 81.¢
1.2 Grants 25.1 10.3 (14.9 41.1] 48.2
2.0 TOTAL EXPENDITURE AND NET LENDING 688.1 586.6] (101.4 1,071.2 1,082.8
2.1 Recurrent Expenditure 437.3 426.0 (11.2] 671.4 697.5
Domestic Interest 50.3 51.2 0.8 76.9 77.7
Foreign Interest 4.3 4.3 - 7.5 8.9
Pensions, etc 23.6 16.5 (7.1 34.9 32.9
Wages & Salaries 148.4 144.1 4.3 222.4 229.4
Defense and NSIS 39.5 45 .4 5.9 58.4 78.9
Other recurrent expenditures 171.1 164.¢| (6.6 271.9 270.5
2.2 Development 249.9 160.5 (89.3 399.1 385.2
Domestically Financed (gross) 139.2 110.7 (28.5] 213.5§ 199.7
Foreign Financed 109.4 48.6 (60.9 183.1 182.9
Net Lending 1.3 1.3 0.0 2.6 2.6

2.3 CCF 1.0 - .9 0.5 -
3.0 BALANCE INCLUSIVE OF GRANTS az4.7) (136.0 38.7 (236.1] (228.3]
4.0 TOTAL FINANCING 174.7 119.5 (55.2 236.1 2283
4.1 Net Foreign Financing** 67.3 21.3 46.9 116.7] 166.2
4.2 Net Domestic Financing 107.5 98.2] (9.3 119.4 62.1]
Discrepancy*** - (16.5 (16.5] - 0.0

Source: Ministry of Finance

* Preliminary based on Exchequer disbursements

** including proposed syndicated loan of US$ 60dion
*** including adjustment to cash basis
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2011/12 Revised Budget

43. In view of the financing constraints from revenunel @omestic borrowing
and emerging expenditure pressures including reagrgement with respect to
employment of teachers on permanent basis and i@ulit recruitment,

adjustments to the budget in the context of thepfupentary budget will be
tabled to Parliament in April 2012.

44. In order to finance emerging additional expendgura the face of

financing constraints, austerity measures have hestituted. The austerity
measures take into account performance of experdi far in the FY 2011/12
and absorption capacity in the remainder of tharfaial year. Specifically, the
Government rationalized expenditures by cuttings¢hthat are non-priority, and
deferring expenditures of some projects that adé&kely to start this financial

year. In addition, there has been a reallocatiorbudgeted provisions, and
utilization of existing contingencies and budgeseme to meet part of
expenditure requirements.

45.  Meanwhile, to continue implementing critical inuesint programme in
infrastructure (roads, energy and rail) and sosgadtors (health, education, and
cash transfers to the poor), as well as irrigapoogrammes (to achieve food
security) and implementation of the new Constitutishe Government has
sought alternative sources of funding by way oyadgcated loan of up to Ksh.
52 billion (equivalent of about US$ 600 million) twercome the low uptake of
Government securities by investors. In additiore fbreign currency inflows
associated with the proposed borrowing will eassgure on domestic interest
rates, boost international reserves and reducesymeon the Kenya shilling.
Taking into account this external loan, the revisiednestic borrowing is now
Ksh 62.1 billion, down from Ksh 119.5 billion ingforiginal budget.

Macroeconomic policies and outlook

Global context

46.  The global economic environment continues to bgilza According to
the IMF latest World Economic Outlook update reéshs January 2012, world
output is projected to expand by 3.3 percent in228t4d 3.9 percent in 2013,
down from 4 percent and 4.5 percent projected pteSeber WEO (Table 2.2).
The sovereign debt crisis in the Euro area andggtgrecovery in the US and
other advanced economies pose significant riskiset@lobal economic outlook.
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Table 2.2: Annual percentage change in GDP and CRér selected regions/countries, 2010 — 2013
2010 2011 2012 2013 2010 2011 2017
Region/Country Percentage GDP Projection CP! inflation forecast
World 5.2 3.8 3k 3.8 3. 5. 3.1
Advanced Economie 3.2 1€ 12 1€ 1€ 2. 14
USA 3.0 18 18 2.2 16 3.0 12
Euro Area 1.9 16 -0.5 0.8 2.4 3.1 2.1
Japan 44 -0.9 17 1.6 0.7 04 -05
UK 2.1 0.9 0.6 2.0 33 45 24
Emerging and Developing 73 6.2 5.4 5.9 6.1 75 59
Economies
Developing Asia 9.5 79 7.3 78 5.7 7.0 51
China 104 9.2 8.2 8.8 33 5.5 33
India 9.9 74 7.0 7.3 12.0 10.6 8.6
MENA 43 3.1 3.2 3.6 6.8 9.9 7.6
Sub-Saharan Africa 5.3 4.9 55 53 75 8.4 8.3
South Africa 2.9 3.1 2.5 34 43 5.9 5.0
Kenya* 5.6 45 5.2 5.7 4.1 14.0 121
Tanzania 6.4 6.1 6.1 105 7.0 94
Uganda 5.2 6.4 515 9.4 6.5 16.9

Source; IMF World Economic Outlook, January 2012
* Ministry of Finance Forecast

47. Advanced economies are only expected to grow byp&r2cent in 2012
and 1.9 per cent in 2013, with downside risks ifisi@e policy actions are not
taken to deal with the Euro area debt crisis. A&t g#ame time, the Euro area
economies are expected to go into a mild recession.

48. In the emerging and developing countries, growtlexpected to slow
down due to worsening external environment and el internal demand.
Developing Asia comprising of China and India axperted to maintain a strong
but slowing growth of 7.5 percent for 2012-2013,lev/lthe Sub-Saharan region
is expected to expand by 5.5 percent in 2012 ahth532013.

49.  Meanwhile, the world inflation is expected to deelifrom 5 percent in

2011 to 3.7 percent in 2012, mainly in responsa weakening global demand.
However, the geopolitical risks to oil prices haigen again due to the Iran
related oil supply shock.

50. Kenya is well integrated with the world economy @amy external shocks
have a negative bearing on growth prospects. Fiarice, the global financial
crisis of 2008/09 weakened our domestic demand @mP growth. We

responded to this shock with appropriate countdicglceconomic policies and
structural reforms, which played an important rahe shoring growth that
rebounded to 5.6 percent in 2010.
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51. In recent years, Kenya’'s economy has become inoggs more
integrated with the BRICs (Brazil, Russia, Indiagdahina) in terms of trade and
investment flows. Moreover, trade with our regiopaltners in the EAC and
COMESA continues to be strong. As a result, thatpesgrowth prospects in
these countries will help cushion Kenya from th@att of the mild recession in
Europe.

Growth prospects

52. The macroeconomic framework underpinning the 20P5 Bs cautious
given the weaker-than-expected growth in globalpoutand tighter domestic
macroeconomic conditions. Nonetheless, with theravgd weather conditions
and completion of the on-going key infrastructurejgcts in roads and energy,
the domestic economic prospects remain favouradleeit with significant
downside risks.

53. Real GDP is expected to grow by 5.2 percent in 2@btevn from 5.7
percent forecast in 2011 BPS. Over the medium tgrowth is expected to pick
up to about 6.0 percent. In terms of fiscal yetrs, projections translate to 5.5
percent for 2012/13, 5.9 percent for 2013/14 a®dp@&rcent for 2014/15 (Table
2.3).

54.  Growth will be bolstered by continued expansioragriculture (barring
any adverse weather), tourism, construction, tramspnd communication, and
ICT. While exports will continue to benefit frometrelatively strong growth in
the sub region, new measures will be introducedit@rsify and promote
Kenya’'s exports globally, especially export of seeg in the medium term.
Overall, these favourable factors are expectednopensate for weakened public
and private demand resulting from a tighter maasoemic environment and
somewhat weak global demand.

55.  Consumption growth will moderate in the short temmrising inflation
limits disposable income. Meanwhile, growth in gréixed capital formation is
expected to be modest with rising domestic intacgsts.
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Table 2.3: Main Macroeconomic indicators underlyingthe Medium Term Fiscal Framework, 2010/11-2014/15

2010/11 2011/12 2012/13 2013/14 2014/15

Prov. Est. Proj. Proj. Proj.
) 1

)
Annual percentage change
National account and prices

Real GDP 5.0 48 55 5.9 6.3
GDP deflator 7.3 134 113 71 5.6
CP!I Index (eop) 146 11.0 8.0 56 5.0
CPI Index (avg) 6.9 16.0 9.8 6.3 5.0
Terms of trade (-deterioration) 5.4 20 05 18 12
In percentage of GDP
Investment and saving
Investment 213 226 23.6 244 252
Gross National Saving 10.6 115 14.9 17.1 19.1
Central government budget
Total revenue 241 24.0 242 244 246
Total expenditure and net lending 293 30.3 29.8 293 29.2
Overall balance (commitment basis) excl. grants 2-5 6.3 5.6 -4.9 -4.6
Overall balance (commitment basis) incl. grants 5-4 4.8 -4.3 -3.8 -35
Nominal public debt, net 488 459 44.1 419 415
External sector
Current external balance, including official tragrsf -10.8 -11.1 8.7 7.3 -6.1
Gross international reserve coverage in monthmpbits 30 36 37 39 4.0

Source: Ministry of Finance

56. Whereas the projected growth is still below thegearenvisioned in
Vision 2030 needed to increase labour absorptiod weduce poverty, the
Government recognizes that further up-scaling waelguire mobilizing larger
amounts of resources, raising factor productivatyd moving to a higher value-
added and more efficient production structure tvease export growth.

57.  Taking into account limited public resources, thev&nment will rely on

the private sector to meet the economy’s resowwgairements while developing
the appropriate market environment to promote iefficy. This call for faster
implementation of the privatization program; pravidfor private sector
participation in infrastructure development under r@bust public-private

partnership (PPP) agenda; promote appropriate aggual of private sector
activity; and provide for greater private sectocess to finance. All this will

require sustaining macroeconomic stability, deeptuctural reforms, and
improvements in enabling legislations, especialiyler the new constitutional
framework.

Restoring and sustaining macroeconomic stability

58. Prudent and sustainable macroeconomic policies ¢ngture low and
stable inflation and affordable market interestesatas well as competitive
exchange rate, forms the foundation for accelergieivth and development
agenda set out in the Vision 2030.

59. Going forward, we anticipate that the current sygitle driven pressures
on prices and the exchange rate will subside ia iith the reduction in oil
prices, and ample supply of food with normal weattenditions and expanded
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irrigation. This should also reduce demand pressarémports and the current
account.

60. The CBKs' monetary policy will be geared towardsnging down
inflation to single digit level within a year’s tenand thereafter keep it stable at
around the 5 percent target over the medium term.

61.  Stability in interest rates and exchange ratesheilfestored and sustained
at low and stable rates over the medium term. Thee@ment will access the
international market by way of a syndicated loarJ&3$ 600 million to finance
infrastructure projects in 2011/12 budget. Thisngection is expected to be
concluded in April 2012. The financing is expectedase pressure on domestic
interest rates and ease the current funding contstréo the budget. Moving
forward, the government will also consider issuengovereign bond to enhance
Kenya’'s visibility in the international capital nk&at and set up a benchmark
profile for the private sector to also borrow fréime international capital markets.

Supporting domestic demand and increasing exports

62. The Government will continue with strategic intartiens to accelerate
growth, improve competitiveness and promote expo@pecifically, the
following measures will be considered:

« Continuing investment in infrastructure Over the recent past, the
Government has provided significant resources imrgyn roads, rail,

telecommunications and water to ease bottlenecétseduce costs of doing
business, while improving access to export markeis will be continued as
they are vital for achieving our national strategiigectives of higher growth,
job creation and poverty reduction. With the nevblRuPrivate Partnerships
legislation scheduled for introduction before Rarient for enactment,
private-sector participation in provision of infragture is expected to
increase further improving investment climate, daciproductivity and

competitiveness.

» Positioning export as a key driver of growth and ployment:sustaining

growth and development in the medium to long tereguires that

Government gives priority to expansion and divésaifon of exports.

Measures will be put in place to promote exporinofustrial products and
services, in particular where we have strategic emuparative advantage.
Investments in infrastructure to facilitate expsgtvices in the oil sector from
the region, attraction of petroleum related indastrand establishment of
transhipment will be given priority. Further, waonki with private sector,
measures will be introduced to position Kenya asl@m, medical and

educational hub in Eastern Africa.

* Improving access to new marketstrategic efforts will be made to
diversify export markets by providing an environmeonducive for business
to expand beyond the sub region markets. This t@llsmcreased presence in
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fast-growing regions, as well as improving logisti@nd institutional
arrangements.

* Improving competition and removing regulatory burds to small

business Given its catalytic effect to sustained inclusig®wth and huge
potential for job creation and poverty reductidre Government will deepen
business regulatory reforms, enhance access tdt,cfadilitate capacity
building and simplify and modernize regime for simahd medium size
businesses in order to amplify their multiplier esff on employment
opportunities and accelerating growth.

» Deepening regional integrationWhile significant progress in integration
has been achieved under the East Africa Commuthigye is much potential
for expanded trade and investment in the COMESA thmdrest of Africa.
The Government will continue with collaborative ratructure investment,
and removing inefficient customs procedures ineigdiomplicated rules of
origin and other non-tariff barriers, in line withe existing Protocols.

External current account

63. We expect the easing of public and private demarpiit less pressure on
the current account. Also, we expect continued flawemittances which has
recently played a key role in the economy. As stiod,current account deficit is
expected to decline gradually from about 11 percérGDP in 2011/12 to 6.1
percent of GDP in 2014/15, and thereafter to abgugrcent of GDP in the outer
years with measures to support export growth.

64. Meanwhile, the relatively higher interest rates amgbroved investor
confidence with expected successful elections shauable the capital and
financial account to be in surplus. This will allale Central Bank of Kenya to
gradually build up foreign exchange reserves.

Risks to the outlook

65. The risk to the outlook for 2012 and medium-ternclude further

weakening in global economic growth and unfavowgableather conditions
should there be another dry spell in 2012. Alseersal in the current easing of
international oil prices may fuel inflation and vkea growth. Finally, the

outlook is premised on a smooth transition to aedg&alized system of
government following the general elections expettelde held in FY 2012/13. If
this does not happen, it could weaken investoridente and slow down growth.
However, judging from the successful campaignseateful referendum on the
new Constitution in 2010, there is optimism that teneral elections will be
smooth. Overall, should the risks materialize tlewvegnment will undertake
appropriate measures to safeguard macroecononbditgtavhile at the same
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time protecting critical development spending. Detaf the other fiscal risks are
provided in theStatement of Specific Fiscal Risksn Annex 1.

Summary

66. The current economic conditions call for cautionbndgeting. While
growth has slowed down, the economy remains resilie the face of high
inflation and weaker shilling. Current growth ragee not fast enough to support
the employment gains and poverty reduction thatcithentry requires to attain
the Vision 2030 objectives and make progress tosvaéing MDGs. Therefore,
there is need to accelerate and deepen strucafaahrs particularly in the areas
of public financial management and improving busgeenvironment to
accelerate growth. This will continue to be suppaiby increased investments in
infrastructure which is needed to fully exploit @rowth potential.

67. Looking ahead, the global economic environmentiooes to be fragile.
Kenya’'s growth has slowed but fundamentals remsinsd, which should help
growth to pick up momentum over the medium ternstBeng and safeguarding
macroeconomic stability will support growth beyahe current projected growth
rates necessary to reduce youth unemployment awertgoamong our people.
This should be complemented with deeper structwfrms to strengthen the
economy’s resilience and raise growth to a highegettory while ensuring that
the benefits of growth are shared by all Kenyans.
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lll. FISCAL POLICY AND BUDGET
FRAMEWORK

Overview

68. The 2012 Medium-Term Fiscal Framework continuesupport growth
and employment given the challenging economic enwirent. It also continues
with prudent fiscal policy to reinforce Governmenttommitment to debt
sustainability over the medium to long term. Sgealfy, the 2012 Budget Policy
Statement:

» Continues with fiscal consolidation that started201.0/11 budget, while
at the same time ensuring that the level of experalicontinues to sustain
growth through continued public investment in istracture. The overall
budget deficit is expected to ease to 3.5 percg@0t4/15.

» Continues with efficiency enhancement and improvheyproductivity of
expenditure while at the same time ensuring thagadte resources are
available for operations and maintenance, and imeigation of the new
constitution.

» Continues with the measures to bring public finanesustainable path
such that by 2014/15 our public debt to GDP ragglides to 41.5 percent,
well below the benchmark of 45 percent. This paithlve achieved through a
moderation and efficiency in spending as well aprowed tax performance
following reforms in expenditure management and kgislations. The
sustained easing of debt to GDP ratio will prowide Government with room
to conduct countercyclical fiscal policy should gmonomic situation worsen
in the future.

Continuing with fiscal consolidation

69. The 2012 BPS sets out a fiscal framework that targgenarrow the gap
between spending and revenue, while providing sapgpdhe economic activity,

continued investments in infrastructure and impletaton of the Constitution

within a context of sustainable public financind\s such, the Government is
committed to gradually reducing the overall fisdaficit to 3.5 percent of GDP
by 2014/15 (Table 3.1). This will help to bring dowhe debt-to-GDP ratio to a
sustainable level and contribute to reducing tlsemeexternal imbalance.
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Table 3.1: Central Government Fiscal Projections, @09/10-2014/15

2009/10 2010/11 201112 201213 201314 2014115
Revise
Budget Actl  Budget At Budget Budge Projection
Revenue and Grants 6041 5684 7301 6863 8332 854§ 9847 11195 12654
% of GDP 8% 21  264% 4% 262%  5P%  255%  255% 1%p.
Revenue 5688 5481 6897 6674 7921 8063 9365 10712 12092
% of GDP 2% 23 U% 4% 249%  24B%  242%  244% 6%y,
Tax Revenue 4847 4769 5758 5692 6626 6589 7808 8959 10133
Non-Tax Revenue 81 7171 1139 93 1205 1474 156 1753 1959
Grants 353 2.1 404 184 411 482 483 484 56.4
Expenditure M4 753 9169 8119 10713 10828 L1521 12862 14373
% of GDP 303%  295%  3BL% 2936  BE%  2P%  298%  293% 2P
Recurrent 5111 5105 5933 5924 6722 697§ 7819 8589 9438
Development 2613 247 336 2194 3991 32 302 4213 4935
Budget Balance (-Deficit, +surplus) (168.3) (1565 (1868) (1255 (2381 (2283 (1674) (1666) (1717
% of GDP 66% 6.4 68% 45 7%  -64%  -43%  -38% 5%
Net External Financing 512 202 827 21 167 166.1 60.7 (04) 96.9
Disbursementsfioans 699 389 1032 486 1425 1919 889 88 1337
Repayment due (187) (181 (205 (08 (58 (54 (82 (862 (363
Domestic horrowing 1095 13394 821 820 1195 621 1067 1141 748
% of GDP 4.3% 54% 3.0% 300 3.8% 1.9% 2.8% 2.6% 15%

Public Debtto GDP (netof deposits) |~ 44.5% 4519 46.0% 48.8]/0 486%  459%  441%  419%  415%

Nominal GDP (Ksh billion) 25466 24583 27672 2,773,
Source: Ministry of Finance

31841 32957 38665 43825 49164

70. This policy will be achieved through the Governnmemommitment to
ensure a strong revenue effort with measures tplgymhe tax code in line with
best practices, in order to help improve tax coamge, minimize delays, and
raise revenue. In addition, the Government williorsdlize existing tax
incentives, expand the income tax base and renavexemptions as envisaged
in the Constitution.

Exercising fiscal responsibility

71. The Government recognizes that the fiscal stantakés today will have
implications into the future. Therefore, and ineliwith the requirement of the
new Constitution, the principle of sharing the s and benefits of the use of
resources and public borrowing between the presawt future generation
implies that we have to make prudent policy deasitoday so that we do not
impose unwarranted debt burden to our future géinesa
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72.  Fiscal responsibility has become even more impobrtaimce the
Constitution requires the Government to progre$gipeovide for a minimum
basic standard of economic and social rights tocitgens within available
resources. In order for spending to increase omstamable basis to meet these
basic needs, we should be prepared to match theased expenditure demands
with a corresponding increase in tax revenue yibtdugh efficient collection,
widening of tax bases, and reasonable tax ratés thierefore imperative at this
stage to reform and modernize the tax regimesgarerstability, going forward.

Improving efficiency and productivity of expenditar

73. The Government will continue with rationalizatiof expenditure to
improve efficiency and shift more resources towardductive development
projects in support of growth and development. Exjiteire management will be
strengthened with implementation of the Integratédancial Management
Information System (IFMIS) across Ministries and pBdments and
subsequently at the county level following decdidasion.

74. In addition, a new legislation on public financraenagement will help
accelerate reforms in expenditure management system

Continuing with the path of debt sustainability

75.  As noted earlier, the fiscal stimulus we undertbeftween 2008/09 and
2010/11 resulted in our public debt to GDP risiog}8.8 percent. We therefore
need to continue bringing our debt level down bydaration spending at this
time of a somewhat reasonable growth path in otdeebuild fiscal space in
preparation of any economic downtown given thatare now living in a world
of uncertainty. This together with improvement ur ¢ax revenue will provide a
path towards the reduction of the deficit and snatae debt as a percentage of
GDP.

76.  Our fiscal policy, therefore, will continue aimirag reducing the overall

public debt to GDP ratio from 45.9 percent in theZ2011/12 to about 42 percent
over the medium term. This will require reductionthe overall fiscal deficit

from the current 6.9 percent of GDP to about 3.kcg@t of GDP over the

medium term.

Deficit financing policy

77. The medium-term fiscal stance envisages continuedowing from
domestic and external sources with the latter blsirgely on concessional terms.
The Government will ensure that the level of domegsbrrowing does not crowd
out the private sector given the expected incr@asgrivate investment with
accelerated economic expansion.
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78.  Non-concessional foreign borrowing will be limitead projects that

guarantee revenue streams and support long-termttgr@orrowing from the

international capital and loan markets has usetnhelits, such as setting
benchmarks for borrowing by private and public-eedstitutions. It is in this

regard that the Government will continue to divigrsis sources of financing
including maintaining the intentions to float a eoeign bond in the international
capital markets over the medium term.

2012/13 Budget Framework

79. The 2012/13 budget framework is set against thekgraond of the

medium-term macro-fiscal framework set out abovel d@ne Government’s
national strategic objectives as outlined in thelaipd Vision 2030 MTP. Real
GDP is expected to increase by 5.5 percent in FY2A®B underpinned by
continued good performance across all sectors efettonomy. The projected
growth assumes normal weather pattern during the. yeflation is expected to
ease to single digit in a year's time and to thpebcent target in the medium
term, reflecting implementation of a prudent mongfaolicy and easing of both
food and oil prices and stabilization of the shijliexchange rate.

Revenue Projections

80. The 2012/13 budget targets revenue collection dioly AIA of 24.2
percent of GDP. As noted above, this performandebei underpinned by on-
going reforms in tax and customs administratione Thodernization of VAT
legislation is expected to simplify tax collectiand enhance the revenue yield.
As such, total revenues including AiA are expedtedde KSh 936.5 billion.

Expenditure Forecasts

81. The key policy document guiding the Government’sding allocation
decisions continues to be the first updated MTRO8202012) of Vision 2030,
which provides the updated development prioritigs the Government for
2011/12-2012/13. In 2012/13, overall expenditunes @ojected at 29.8 percent
of GDP (or KSh 1,152.1 billion), down from 32.9 pent of GDP in the revised
budget for 2011/12. The one-off items in 2011/1éhsas security intervention in
Somalia more than offset increased expenditure ifigplementation of the
Constitution including expenditure on the upcomgemeral elections. Moreover,
the recent decision to integrate Kenyan troopsiwittile UN contingent will help
minimize their impact on the budget.

Recurrent Expenditure

82. Recurrent expenditures are expected to declindtblifrom about 20.5
percent of GDP in 2011/12 to 19.7 percent of GDR0A2/13, on account of
adjustment of one-off items and robust growth imim@l GDP. Transfers to
parastatals and semi-autonomous government agemiiesmain at the 2011/12
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nominal value in order to provide fiscal space poiority expenditures. Any
wage adjustments for these agencies is expected et within the ministerial
ceilings.

83. With respect to goods and services, expenditurelingsi for
sectors/ministries are determined by the funditaration for goods and services
in the previous year budget as the starting pdiné ceilings are then reduced to
take into account one-off expenditures in FY 20214hd then an adjustment
factor is applied to take into account the geneckease in prices.

Development Expenditure

84. Consistent with the objective of allocating adeguedgsources towards
development outlays and the need to ensure complefi critical infrastructure

(roads, energy and railway), the ceiling for depetent expenditures including
donor funded projects is KSh 370.2 billion or 9&rqent of GDP in 2012/13,
more or less the same level in 2011/12 in termgen€ent of GDP. Most of the
outlays are expected to support critical infradtrces that will crowd in private

sector investment as well as critical interventibomgemove binding constraints
to accelerated growth.

85.  About 40 percent of the development budget will foaded through
project loans and grants not tied to conditionaditirom development partners.
This represents about 3.5 percent of GDP, moreess the same level as in
2011/12. With improvement in procurement plannithg absorption capacity of
project funds is expected to increase resulting ihigher investment level in
infrastructure activities.

86. In view of challenges of climate change and unfeees shocks, a

contingency provision of Ksh. 5 billion will be proed in the budget for

2012/13 to be applied in line with the new law be utilization of these funds.
We have also set aside Ksh 13.0 billion for the leanentation of the new

Constitution and Ksh. 6.7 billion for conditionalagts to marginal areas by way
of Equalization Fund covering the FY 2011/12 andZ@3. Year 2012/13 being
an election year, we have set aside Ksh 13.5 biliothe baseline ceilings for
elections but the figure may increased after firwsting is provided during the
finalization of the detailed budget.

Overall Deficit and Financing

87.  The overall budget deficit (including grants) in12013 is projected to be
about KSh 167.4 billion (equivalent to 4.3 percehGDP). About 36 percent of
this budget deficit will be covered by net exterfinncing amounting to KSh
60.7 billion (1.6 percent of GDP), leaving KSh IDillion (2.8 percent of
GDP) to be financed through domestic borrowing.

88. The Government is committed to lengthening the nitgtstructure of
government debt. While we had achieved an 85:16 matfavour of long term
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bond, the appetite for short-dated Treasury biltse@ased more recently due to
rising inflationary expectations. Going forwardgetigovernment will gradually
unwind short term debt and replace this with thegleerm ones in conformity
with the policy target ratio of 75:25.

Summary

89.  Fiscal policy will continue to support growth witha sustainable path of
public spending by allowing the deficit to decligeadually so as to achieve a
debt to GDP ratio of less than 45 percent in thediome-term. Therefore,
moderation in government spending will help assdebt sustainability and
intergenerational equity in line with the new Catagion. Meanwhile, efficiency
and economical spending of government resourcesbeilenhanced to create
room for critical interventions and pro-poor speri
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V. PREPARING FOR DEVOLUTION—
INTERGOVERNMENTAL  FISCAL
RELATIONS

Introduction

90. Chapter 12 of the constitution provides for prihegpof public finance
that will guide all aspects of public finance indilng in the preparation of the
2012/13 budget. In particular, Article 201 of ther@titution requires:

* Openness, accountability and public participation;

» Equitable sharing of tax burden;

» Equitable sharing of revenues;

» Expenditures shall promote equitable development;

* Equitable sharing of debt burden/benefits betweereat and
future generations;

* Prudent and responsible use of public resourcek; an

* Responsible financial management and clear figgeinting.

91. The Constitution also provides for two levels ofvgmment, namely

national and county governments, which accordind\tiicle 6 (2) are distinct

and inter-dependent and which shall conduct theiiuad relations on the basis of
consultation and cooperation. In addition, Arti¢l89 (1)(a) of the Constitution
provides that government at either level shall grenfits functions, and exercise
its powers, in a manner that respects the fundtiand institutional integrity of

government at the other level, and respects thestitotional status and

institutions of government at the other level.

92.  From the perspective of the budget process, thefisignce of Articles 6
and 189 is that both levels of Government shouldimerfere in the day-to-day
management of finances in the other level of gavemt. Specifically, each level
of government should be able to formulate, plargeceke and report on their
budgets without interference from the other levieovernment. The proposed
Public Financial Management Bill, 2012 has refldatais letter and spirit of the
constitution.

County Revenues
Equitable Sharing of National Revenue

93. According to Articles 201, 202 and 203 of the Cduosbn, revenue
raised nationally shall be shared equitably amdegtivo levels of governments
and among county governments to enable them m®gadvices and perform the
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functions assigned to them under the Fourth Scleedithe Constitution. The
equitable division of revenue between the two lewdl government should take
into account the criteria specified in Article 20Bthe constitution. In addition,
the Constitution requires that a minimum of 15 patcof all revenue collected
by the national government shall be allocated t;mtpgovernment.

94. The Commission on Revenue Allocation (CRA) Act, 20Odefines
revenue as follows:

“...all taxes imposed by the national governmerdaurArticle 209 of the
constitution and any other revenue (including itvest income) that
may be authorised by an Act of parliament, but exet revenues
referred to under Articles 209 (4) and 206(1)(ajbdhe constitution”.

95. The definition of revenue, therefore, includes:ome tax; value added
tax; customs duties and other duties on importsexmibrts; excise tax; and any
other tax or duty authorized by an Act of Parliameat excludes taxes which
have been assigned exclusively to county govermsnieynthe Constitution. The
definition also explicitly excludes: (i) chargesposed for the provision of a
service (Article 209 (4)); (i) money excluded by #&ct of Parliament and

payable into another public fund established fospecific purpose (Article

206(1)(a)); and (iii) money retained by a stateaorghat received it for the
purpose of defraying the expenses of the Statenqydicle 206(1)(b). Table 4.1

below shows the most recent audited revenues 09/20 and 2010/11 in line
with the Constitution and the CRA Act, 2011.

Table 4.1: AUDITED GOVERNMENT REVENUES
(In Millions of KSh.)
2009/10| 2010/11
Total Income Tax 1/ 209,098 258,651
Income Tax - PAYE 115,448 137,055
Income Tax - Corporations 93,650 121,594
VAT - Local Goods 78,859 90,211
VAT - Imported Goods 63,112 81,67(
Excise Tax 74,112 80,567
Licence under Traffic Act 2,221 2,464
Customs Duties 41,271 46,074
Other Taxes from International Trade 15,935 20,599
Stamp Duty 5,356 6,80(
Land Rent 1,111 1,073
Other Profits & Dividends 4,295 11,084
Profits & Dividends from CBK 4,059 -
Interest Received 382 759
Misc. Revenues 6,478 7,823
Fines, Penalties & Fortitures & Other Charpges 229 29(
Royalties 33 -
TOTAL 506,518 608,063
1/ Excludes Local Authority Transfer Fund (LATF)
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96. The equitable share of revenue is an unconditi@il@ication to the
county governments. County governments, being tindidevel of government,
are fully responsible for these funds and are tireaccountable to their
respective County Assemblies for how they are spent

Conditional and Unconditional Grants

97. In addition to the equitable share of revenues,ckrt202 of the
Constitution also provides that county governmem@y be given additional
allocations from the national government’s sharerefenue in the form of
conditional grants (i.e. subject to specific coidis) or unconditional grants
(without any conditions) to augment their resourdess expected, therefore, that
the National Government will propose conditionadin unconditional grants in
future MTEF budgets, as part of the overall shdreesources to be available to
counties.

Own revenues

98. The constitution has given to counties the exckigiowers to impose

taxes and charges. In particular, counties can s property taxes; and (ii)

entertainment taxes; and (iii) any other tax they authorised to impose by an
Act of Parliament. Revenue raised by county govemmconstitutes own-

revenues and will not be part of the pool of rexngubject to sharing between
the two levels of government. In exercising th&venue raising powers, the
constitution (Article 209 (5)) prohibits countiesom doing so in a way that

prejudices national economic policies, economicivdigls across county

boundaries or the national mobility of goods, sesi capital or labour.

Loans

99. In addition to the above-mentioned resources auailéo counties, the
Constitution provides for the county governmenbarow only if the national
government guarantees the loan, and with the appr@i the county
government’s assembly. The National Government Edanarantee Act, 2011,
provides for the Cabinet Secretary responsiblé=foance to guarantee loans to
counties on behalf of the National Government itramsparent, prudent and
equitable manner, consistent with Article 213 & @onstitution. The law set out
the criteria to be applied in considering guarased include usage of proceeds
for a capital project and ability of repaying tleah, and paying any interest or
other amount payable in respect of it, among athi&gria.

The Equalization Fund

100. Article 204 of the Constitution provides for an atjgation fund, which
the national government shall use to provide basivices including water,
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roads, health facilities and electricity to mardjged areas in order to bring the
guality of those services in those areas to thel lggnerally enjoyed by the rest
of the nation, so far as possible. In line withstleonstitutional provision, the
national government will operationalise the Equalan Fund into which, every
year, 0.5 percent of collected revenue, calculatethe basis of the most recent
audited accounts of revenue received as approvekebiational Assembly will
be paid.

101. The Commission on Revenue Allocation (CRA) has tbaestitutional
mandate to determine, publish and regularly re\aepolicy in which it sets out
the criteria by which to identify the marginalisagkas for purposes of allocating
the Equalization Fund. The determination and datésr allocation is currently
being developed by CRA and it is expected to belighdd soon. However,
Article 221(2) of the Constitution requires that thudget estimates submitted to
Parliament “Shall” include estimates for expendittnom the Equalization Fund.
Moreover, mindful of the need to provide basic &y to Kenyans the proposed
budget for 2012/13 has provided for Ksh. 6.7 hillio fund projects that provide
basic services including water, roads, healthifaes| and electricity. The figure
of Ksh. 6.7 billion covers the two years 2011/121 2012/13 and is calculated
using the most recent audited revenues for 201@fhbunting to Ksh. 608.1
billion (see Table 4.1) and estimated revenues2fif1/12 amounting to Ksh.
725.8 billion.*

Costing of Functions Assigned to County Governments

102. The Fourth Schedule of the constitution has assignnctions to both
levels of government. The functions are either @sige to each level of
governments, shared or are residually assignedh¢o national government
(Article 186). The constitution under Article 18Topides that financing must
follow functions. Therefore, it is important to ¢dse assigned functions in order
to determine the amount of resources to be tramsfeo county governments.
Since the constitution requires that at least I6qre of audited revenues should
go to county government, this would mean that atviry least Ksh.91.2 billion
must be transferred to the counties based on tastlaudited revenues of Ksh.
608.1 billion for 2010/11, as indicated in Tablé dbove.

103. To determine whether the minimum amount of Ksh.29%%illion is
adequate to finance the devolved functions, thedury working closely with
the line ministries conducted an exercise to asHessudgetary costs of the

! The use of estimated revenues for 2011/12 rather tlmautited revenues for 2010/11 is in
order to get a more accurate approximation of the amountsnttiago into the Equalization
Fund.

2012 Budget Policy Statement Page 28



functions that would be transferred to county goweents’ This required
discussing and agreeing with each line ministry terent functions to be
devolved and those that would remain with the matiggovernment based on the
Fourth Schedule of the Constitution. In additiane Iministries were required to
give a breakdown of expenditures between recurrantd development
expenditure for each of the 47 counties. This agert¢herefore, provides a basis
for both the vertical (i.e. between the nationad aounty government) and
horizontal (among the counties) division of revenue

104. The total cost of funding the devolved functionsdxh on the existing

level of services, including allocations for thenSttuency Development Fund
(CDF), was estimated at Ksh. 154 billion for 201/Additional expenditures

related to new administrative structures, such ages for County Executive and
County Assembly are estimated at about Ksh. 6obilbringing the total cost to
Ksh. 160 billion (Table 4.2). This represents 2fe¥cent of the most recent
audited revenues. The estimated expenditures do imadtide the one-off

expenditures for setting up the necessary infragtra in counties in preparation
of the new devolved system of government.

Table 4.2: Cost of Devolved Functions by Sector
In Ksh billion Share of total
Sector 2010/11 2011/12 2012/13 2010/11 2011/12 2012/13
Prov. Prov. Ceiling Prov. Prov. Ceiling
Agriculture and Rural Development 105 112 108 1.3% 1.2% 1.1%
Education 0.4 0.4 05 0.0% 0.0% 0.0%
Energy, Infrastructure and ICT 45.7 535 59.4 5.7% 5.6% 6.0%
Environmental protection, Water and Sanitation 8.0 8.8 9.8 1.0% 0.9% 1.0%
General Economic, Commercial and Labour Affairs 8.7 6.0 49 1.1% 0.6% 0.5%
Governance, Justice Law and Order 0.3 0.3 03 0.0% 0.0% 0.0%
Health 218 314 329 2.7% 3.3% 3.3%
Public Administration and International Relations 14.9 17.6 281 1.9% 1.8% 2.8%
Social Protection, Culture and Recreation 6.2 10.1 134 0.8% 1.1% 1.4%
TOTAL 1166 1393  160.0 14.6%  145%  16.2%
SECTOR TOTAL 7995  959.1  989.7 100.0%  100.0%  100.0%

105. Pending agreement on a revenue sharing formulahmhimuld allocate
the county equitable share between the 47 counties,cost of delivering
assigned functions in each county can serve asia fm the initial distribution
of revenue. However, going forward, a larger petage of resources will need to
be allocated to those counties that have beenbkfind, either in terms of
development or in terms of county per-capita aliocaof revenues. This will be

2 The Treasury invited all the line ministries affectedthg devolution of functions under the
Fourth Schedule, and jointly agreed on what functions o eaicistry would be devolved to
counties and what would remain at the national level. Basethat understanding, the line
ministries were then requested to cost these functions obasie of budgetary allocations for
2010/11 to 2012/13. Therefore, these costings do not reflect ihenditure requirements
necessary to achieve a certain level or baselinesifetl services delivery.
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done in a manner that ensures that the principlé'hofding harmless” is
respected so that no county should suffer deteioran service delivery because
of devolution.

Projected shares of Sharable Revenues

106. The resources available to be shared by the néatiand county
governments over the coming three financial yeagseatimated on the basis of
projections of the economy’s performance over tleelioom term. The underlying
assumptions are set out in Section Il and Il of Btatement.

Table 4.3: Revenue Sharing, 2011/12 - 2014/15 (Kisitlion)
2011/12 2012/13 2013/14 2014415
Proj. Proj. Proj. Proj.
1.0 National Government (3.0-2.0) 684.1 701.4 806.2 909.
of which:
Conditional grants (CDF) 17.8 21.2 24.4 27.
Equalization fund - 6.7 4.3 5.
Contigency fund - 5.0 5.0 5.
National obligations 1445 177.8 253.0 208.
Pension and Constitutional offices 32.6 52.5 60.0 66.
Interest payments 86.6 97.2 106.8 105.
Amortization 25.4 28.2 86.2 36.
National interest 96.3 99.0 96.7 103.
Implementation of new Constitution - 13.0 7.0 5.
Other 96.3 86.0 89.7 98.
Defense 78.6 64.1 65.6 73.
Judiciary 7.5 9.8 10.0 10.
Parliament 10.2 12.1 14.1 14.
Net 425.5 391.7 422.8 560.
2.0 Devolved Government (2.1+2.2) 41.7 166.7 193.2 221.
2.1 Transfer to County governments 1/ 41.7 160.0 188.9 216.
of which: CDF 17.8 21.2 24.4 27.
2.2 Equalization Fund (0.5% of Revenue) - 6.7 4.3 5.
3.0 Shareable revenue (1.0+2.1.1) 2/ 725.8 868.1 999.4 1,130.
Memo items:
RMLF 8.6 9.2 10.4 11.
Own-Revenue 3/ 19.6 23.0 26.1 29.
Percentage share
Shareable revenue 100.0% 100.0% 100.0% 100.0p6
NationalGovernment (Excl. CDF) 94.2% 80.8% 80.7% 80.4%0
County Governments 5.8% 19.2% 19.3% 19.6%6
Equatable share (including CDF) 5.8% 18.4% 18.9% 19.1%
o/w CDF 2.4% 2.4% 2.4% 2.49
Other 3.3% 16.0% 16.5% 16.7¢6
Equalization Fund 0.0% 0.9% 0.5% 0.59
Latest Audited Revenue (Ksh 608.1 billion, 2010/11)
Equatable share, incl. CDF (% of latest@ed revenue) 26.3%
Equatable share, excl. CDF (% of latestlitad revenue) 22.8%
Constitutional minimum 15.0%)
Source: Ministry of Finance
Notes:

LATF = Local Authority Transfer Fund
CDF = Constituency Development Fund
RMLF=Road Maintenance Levy Fund
1/ The amount in 2012/13 is based on cost of pingithe devolved functions.
This is line with the constitutional provisitimt finance should following functions.

2/ As defined in CRA Act (Income taxes, import JWAAT, excise taxes, and non-tax revenues). Thigjoximated by ordinary revenues.
3/ Own sources of revenue -- include CILOR, propeates, SBP, vehicle parking, market fees, plotsievater & sewerage, cess receipts,
house rents, and other.
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107. The projected vertical division of revenue for 2@12/13-2014/15 period
is outlined in Table 4.3. This division may charggmending on the extent of the
application of the criteria set out in Article 268the Constitution with respect to
vertical sharing of revenue. For 2012/13-2014/1% national government
average share is about 80.5 percent of collectezhtee, while that to counties is
19.5 percen?.The county government’s share includes variousuensothat will
be transferred to county government such as Loedahdkity Transfer Funds
(LATF), and the Constituency Development Funds (EDF

108. In nominal terms, the projected total revenuessfiemned to counties are
estimated at KSh 166.7 billion for 2012/13, and expected to rise to KSh.
221.1 billion in 2014/15. As for the Equalizatiorurfel, the 2012/13 fiscal
framework has provided resources amounting to Bshbillion to cover the first
two years of 2011/12 and 2012/13. Subsequentlgr ah initial dip from the
elevated level of 2012/13 reflecting the combineayrpents for two years,
available resources to the Equalization Fund waidd gradually to Ksh. 5
billion by 2014/15.

New Formula for Allocating Revenue

109. The CRA has proposed a revenue sharing formulahwlsccurrently
under discussion. The formula proposes to take @&muwount population, land
area, poverty, a basic equal share and fiscalpfiisei* Once the vertical division
of revenue is established, the formula can thensiee to allocate revenue among
the 47 counties. It is expected that the allocatibrevenue based on the costing
of devolved functions as captured in the 2012/18get! will differ from the
allocation based on the proposed formula. Thisectdl the fact that the
parameters in the formula were not the only deteamtis of resource allocation
to the sub-national level in the past.

110. For instance, there are counties that may get messurces than

suggested by the formula because they host inetisithat provide services to
more than one county e.g. provincial hospitals Wipoovide services to several
counties and whose functions have now been assignedunty governments.

Since the formula will not pick up such subtletigsyill be important that the

results of the two methods (allocation based ostiexj expenditure patterns and
the formula) be harmonized in order to avoid adesgrsaffecting services

delivery but also to ensure equitable distributbnesources.

® Taking the following into account: debt service, wagescfuil servants and Teachers service
commission, pension payments, and other needs of the nalimrehment (such as contingency
fund, drought, andexpenditures to fund the elections), the national governmen#iee sof
sharable revenues is estimated to decline to below 3@ngerc

* The respective weights in the formula, in percentaaréollows; Population (60 percent); land
area (6 percent); poverty (12 percent); basic equal sB@r@drcent); and fiscal discipline (2
percent).
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111. It is expected that once the new basis for sharawgnue among the

counties is approved by Parliament, the processlieving equitable allocation

of resources will be phased in over the next tlyesrs in line with the phased
transfer of functions as provided for in SectiondfShe Sixth Schedule of the

Constitution. Indeed international experience sstgéhat resources should not
be reduced for counties with a larger allocationregources in order to hold

‘harmless’ but also to facilitate counties delivar the assigned functions. This
will provide county governments with a lead timeré&structure and rationalise
their budgets and operations while at the same goeanteeing the requisite
resources to perform their assigned functions. @@ ather hand, resource
increases to county governments that are supposegteive higher allocations

should be phased so that county governments céoh thei capacity and develop
priorities with a view to using the funds efficignand effectively.

112. In sum, attaining equitable distribution of res@scwhile ensuring
responsible and prudent public financial managenrendine with Article 201
cannot be achieved in one year, but over a pefiidiine. In this context, timely
approval by Parliament of the basis for the allorabf the sharable revenue
among the counties is critical. It is expected thatnew revenue sharing formula
will represent a break with past funding patternsl aesult in more equitable
distribution of resources.

County Budgets and the Transfer of Functions

113. The financial year 2012/13 will, for the first timsee the establishment of
county governments after the general electionstefbee, the budget for 2012/13
is a transition one with current expenditure pageforming the basis for
equitable vertical and horizontal division of reues. Although extensive work
has gone into costing the devolved functions, forppse of determining
expenditure patterns in the counties based on #sggreed functions, it is
anticipated that the Transition Authority will bdilon this as its functions
include: (i) facilitating the analysis and the pidstransfer of the functions
provided under the Fourth Schedule; and (ii) deir@img the resources required
for each of the functions.

114. Before the County Governments can formulate andement their own
budgets, the necessary administrative and polistraictures will have to be in
place. These structures include the County Exeeu@ommittees to oversee
budget formulation, the County Assemblies to approudgets, and of-course the
County public service which will implement and reppon the budget. The
County Governments will come into operation welioinhe FY 2012/13, at a
time when the preparation for the 2013/14 budg#thei well underway with the
expectation of submitting budget estimates at be#bls of government by end
April 2013. This means that the earliest that CpuBdbvernments can take full
charge of the formulation, approval and implemeatabdbf their budgets would
be June 2013.
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115. To avoid the disruption of service delivery to cbes, the national
government is expected to continue performing tinections that have been
assigned to the counties until such a time, noeeding three years, when the
county governments are able to take over their tfans based on objective
criteria established in line with Article 262 (1®f the Constitution. The
procedure and criteria for the phased transfeun€tions, which will be carried
out by the Transitional Authority are spelled omtSections 23 and 24 of the
Transition to Devolved Government Act, 2012.

116. This implies that over the three year transiticriqgd after the first
general elections, the transfer of functions wdldetermined by the readiness of
counties to perform assigned functions effectiv8lgme counties may take over
their assigned functions earlier than others dejpgndn whether they have the
necessary capacity to meet the established cri@rithe transfer of functions in
line with Article 262 (15) of the Constitution.

117. Although this asymmetric transfer of functions igyded for in the
Constitution, it will be critical that the nationgbvernment rapidly builds up
capacity at the county levelespecially for public financial management, sd tha
counties are empowered to take over their assignedions as soon as possible.
This will avoid a situation where-by some countieave more functions
transferred to them because of their stronger cagmevhile other counties have
less functions transferred owing to lack of capacit

The Division of Revenue Bill and the County Allocabn of
Revenue Bill

118. Once the Counties begin to perform their functionis, expected that the
proposal for the equitable vertical-and-horizondatision of revenue will be
presented to Parliament through a Division of ReeeBill (DoRB) and the
County Allocation of Revenue Bill (CARB), respealy. The DoRB will specify
the equitable share for national and county govemts) and any other
conditional and/or unconditional grants from théiovaal government’s share of
revenue while the CARB will specify the allocatioasnong the 47 county
government§. The two bills will be expected to take into accobuthe
constitutional provisions under Article 203.

® In the Fourth Schedule of the Constitution, capacitiydng and technical assistance to the
counties has been assigned to the National Government.

% According to Articles 95 and 96 of the Constitution, the NetioAssembly determines the
vertical division of revenue, while the Senate determiheshbrizontal division. However, since
the DoRB is a “Special Bill", the National Assembly magnend or veto it only but by a
resolution supported by at least two-thirds of the membkthe Assembly.
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Decentralised Funds

119. The Local Authority Transfer Fund (LATF) and the rSatuency
Development Fund (CDF) constitute a part of deeadimerd public funds that the
government has been spending at the sub-natiovell e addition, part of the
Road Maintenance Levy Fund (RMLF) comprise of sjpanet local level. The
government is committed to ensuring that the edenteof the funds earmarked
for the LATF, CDF and RMLF are provided for finangi programmes and
projects at the county level. This is consistenthwthe principle of financing
following functions as these funds largely finantactions that have been
assigned to county governments (perhaps with tieepion of education in the
case of the CDF).

120. As regards the LATF, since these were funds gomghe 175 local

authorities, given there is only 47 counties, thesels will simply be folded into

the county governments’ equitable share and amgation of resources to the
decentralized units within the county will be thesponsibility of the County
Executive Committee and the County Assembly. In ¢hee of the CDF, the
existing management structure, especially the qpatiion of Members of

Parliament in the allocation of resources, may beonsistent with the
Constitution where the County Governor and the De@ounty Governor are
the Chief Executive and Deputy Chief Executivepessively (Article 179 (4)).

121. Therefore, the management structure of the CDFhale to be changed
to conform to the Constitution. Once there is agrest on the management
framework a decision will be required stating whestthe equivalent of these
funds will be provided to counties as conditionalnconditional grants. If they
are to be conditional grants, the conditions wdlvé to be set by the national
government and a monitoring framework would neelleégut in place to assess
compliance with the conditions. On the other haidhey are unconditional
grants, they would be part of the sharable reveramesthe County Executive
Committee member responsible for finance togethiér the County Executive
Committee would decide on the usage of those fundéine with county
priorities.

Summary

122. 2012/13 is an election year that will usher in avaleed system of

government. Under the proposed framework of mamadhe transition to

decentralised structure that is in line with thev@onstitution, the division of
revenue between national and county governmenteisost with national

government accounting for an average of about 86epé of equitable share of
revenues over the 2012/13 MTEF period, while cogayernments will account
for 20 percent.

123. The costing of the devolved functions forms thé&ahbasis for sharing of
revenue among counties before the new formula msseuh in. For existing
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devolved funds such as LATF and CDF, there is rieedeterminate how they
will be managed in line with the new Constitutidinis proposed that LATF will
be folded to become part of county government uditimmal equitable share,
while the CDF will be made either conditional orconditional transfer to
counties.
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V. EXPENDITURE PRIORITIES AND
RESOURCE ALLOCATION

Resource Envelope

124. The resource envelope available for allocation rgnthe spending
agencies is based on the medium term fiscal framewatlined in Section III:

» Domestically mobilized budget resources financesiB0 percent of the
budget. Of this, tax revenue (income tax, custootges, value added taxes,
and excise taxes) accounts for over 80 percenptal budget resources.
However, due to slower than anticipated growthZ0t2/13 and changes in
VAT withholding mechanism, revenues are now exgetd increase by 0.2
percentage points in 2012/13 to stand at 24.2 pemeGDP compared to
24.0 percent of GDP in 2011/12;

« Committed external financing in the form of gramsd concessional
borrowing tied to specific programmes/projects expected to be about 3.5
percent of GDP in 2012/13; and

» Domestic borrowing at 2.8 percent of GDP is expkdt finance 64
percent of the deficit in 2012/13, and is expedtedecline steadily to finance
about 40 percent of the budget deficit in the mediarm. This is consistent
with the objective of gradually reducing the detsick as a percentage of
GDP.

125. Ordinary revenue is projected to broadly cover fogdrequired for

recurrent expenditure, leaving the entire develagmzudget to be financed
mainly through external project grants and loasswall as domestic borrowing
including infrastructure bonds. This approach bodesll for long-term

sustainability of our public finances.

Spending Priorities

126. In view of the changed macroeconomic circumstarsiese the start of
implementing Vision 2030 first Medium Term Plan2@08, the Government has
updated its main priorities going forward in thentaxt of first MTP update. The
Government will, in this regard, prioritize resoarallocation to achieve updated
MTP priority goals as well as cater for prioritiedentified during the
countrywide budget consultative meetings held itoBer — November 2011.
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127. In addition, the new Constitution requires nationahd county

governments to promote budgetary transparency,uatability and effective

financial management of the economy and the pubbkctor. Therefore,
inefficient and wasteful public expenditure will bbminated at all costs in order
to promote public trust on Government officials.

128. In finalizing the preparation of the 2012 MTEF batlg spending
proposals will undergo rigorous scrutiny to identireas of inefficient and non-
priority expenditure in the areas indicated in table below. These areas were
targeted in 2011/12 during the budget approval &jidment. During scrutiny of
2012/13 budget proposals, more effective use afuregs will be sought across
spending agencies and any identified savings wéllrédirected to deserving
priority expenditures.

Targeted expenditures for scrutiny to create saving

Recurrent

Telephone, Telex, Facsimile and Mobile Phone Sesvic
Courier and Postal Services

Domestic Travel and Subsistence, and Other Trategpmr Costs
Foreign Travel and Subsistence, and other traresjpmmtcosts
Printing , Advertising and Information Supplies e®ervices
Training Expenses

Hospitality Supplies and Services

Office and General Supplies and Services

Contracted Professional Services

Contracted Technical Services

Minor Alterations to Buildings and Civil Works

Purchase of Office Furniture and General Equipment
Refurbishment of Buildings

Purchase of Motor Vehicles

Pre-feasibility, Feasibility and Appraisal Studies

Development
Contracted Professional Services
Contracted Technical Services
Minor Alterations to Buildings and Civil Works
Refurbishment of Buildings
Pre-feasibility, Feasibility and Appraisal Studies

129. Overall, given limited resources, the MTEF budggtwill focus on the
following:

» The priority social sectors, education and heaitli,continue to receive
adequate resources. It should be noted that botbrsgeducation and health)
are already receiving a significant share of resesirin the budget. These
sectors, however, will be required to utilize thHeo@ated resources more
efficiently to generate fiscal space to accommod#i@egic interventions in
their sectors including funding HIV/AIDS interveotis, healthcare
infrastructure, affordable drugs, as well as reorant and training of staff as
identified during the budget consultations. In jgaitar, it is expected that the
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health sector will strengthen its infrastructured amdministrative control,
while the education sub-sector will revisit itsfBteg norms in order to create
fiscal space for key interventions which includeowpsion for learning
infrastructure, teaching and learning materialsj egcruitment of teaching
staff.

* The economic sectors including agriculture andslivek will receive
increased share of resources to boost agriculpmoaluctivity with a view to
dealing with the recurrent food security problemshe country.

« With the Government committed to improving infrasture
countrywide, the share of resources going to gyigrhysical infrastructure
sector, such as roads, energy and water and ioigawill continue to rise
over the medium term. This will help the sector ide reliable and
affordable energy, as well as increased accessatervand development of
irrigation projects countrywide.

e Other priority sectors including security, rule ¢dw, youth and
development of arid regions, which has receivedigmificant boost in
resources over the past two years. Resources e teectors will be
maintained at adequate level over the medium-terenaible these sectors to
implement governance reforms as well as deal wigtusty, youth
unemployment and provide opportunities for the euhble members of our
society in the arid and semi arid regions.

Medium-Term Expenditure Estimates

130. Table 5.0 below provides the projected baselindingsi for the 2012
MTEF, classified by sector.

Table 5.0: Medium-Term Sector Ceilings, 2012/13 - 2014/15

TOTAL EXPENDITURE (KSh. Million) % SHARE OF TOTAL EXPENDITURE
201011 201112 Ceiling 2011/12 Projection
Printed Revised | Printed Revised 2012113 201314 2014115 Revised 201213 2013/14  2014/15
EXPENDITURE BY SECTOR

AGRICULTURE AND RURAL DEVELOPMENT Gross | 42885 47341 47849  52955| 52013 55316 60141 55% 53%  53%  55%
ENERGY, INFRASTRUCTURE & ICT Gross | 189,093 168650 | 226595 219002| 230,783 247,831 262856 | 228% 23.3% 239% 24.2%
GENERAL ECONOMIC, COMMERCIAL AND LABOUR
AFFAIRS Gross | 21,344 21802 20949  19469| 22957 28910 413 20%  23%  23%  22%
HEALTH Gross | 55156 57,377 64314 72751 77,002 81059 85364 ) 7.6% 78% 78%  7.8%
EDUCATION Gross | 190,224 193,109 | 202,338 213877| 229015 240866 251314 | 223% 23.1% 232% 23.1%
GOVERNANCE, JUSTICE, LAW & ORDER Gross | 78606 90,019 110646 106,133 120911 115761 119,834 | 11.1% 122% 11.2% 11.0%
PUBLIC ADMINISTRATION & INTERNATIONAL
RELATIONS Gross | 95697 89,176 | 124075 110531) 107,334 109949 114471} 11.5% 10.8% 10.6% 10.5%

SOCIAL PROTECTION, CULTURE AND RECREATION ~ Gross | 316561 34170 | 35625  38,091] 36,968 42636 47102 40% 37%  41%n  43%
ENVIRONMENTAL PROTECTION, WATER AND

HOUSING Gross | 48501 47418 54453 47707 48478 51140  54475) 5.0%  49%  49%  50%
NATIONAL SECURITY Gross | 56,686 50,394 | 65163 78560 64283 67,601 680410 82% 65% 65% 63%
TOTAL 809,842 799,455 | 952,008 959,074| 989,744 1,036,069 1,087,710 § 100.0% 100.0% 100.0% 100.0%
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Resource sharing criteria for baseline ceilings

131.

The baseline estimates reflects current spendingritpgs in social

programmes (health and education) and infrastracas well as Vision 2030
projects receiving large shares. Water supply, cpokervices, judiciary and
Parliament also receive large shares.

132.

Overall, the resources available are shared in rdaoge with the

following guidelines:

(i)

(ii)

(iif)

Non discretionary expenditureghis takes first charge and includes
payment of statutory obligations such as loan amaiion and interest
payments, salaries for constitutional offices ardgion and salaries for
line ministries and public entities that are finedicby the National
Exchequer. These expenditures are projected touatdor about 51.3
percent of the expected ordinary revenue receipts.

Operations and maintenanchlinistries/Departments are allocated funds
for basic operations and maintenance. This accdontd3.5 percent of
the projected ordinary revenue, of which Defensg 8IS account for
7.6 percent. Thus, after taking into account exparel on non-
discretionary and operations and maintenance thgaée balance of 5.2
percent from total ordinary revenue is the curremtiget surplus to be
shared among other ministries/government deparsnémtfund their
planned development projects/programmes.

Development expenditurds already indicated, it is only 5.2 percent of
the ordinary revenue that will be available to fina part of the planned
development expenditure. The rest of the developragpenditure will
be funded through borrowing from the domestic ame@ign sources, as
well as grants tied to projects. Development expares are shared out
on the basis of the Vision 2030 and MTP prioriteess well as other
strategic intervention to deal with unemploymentl a@amove constraints
to faster growth. The following guidelines are used

. On-going projectsemphasis is given to completion of on-going
projects and in particular infrastructure projedtagship projects and
projects with high impact on poverty reduction aylity, employment
and wealth creation.

. Statutory requirementgpriority is also given to programmes that
must be funded in accordance with the law such asst@uency
Development Fund (CDF).

. Counterpart fundspriority is also given to adequate allocations
for donor counterpart funds. This is the portioe tBovernment must
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fund in support of the projects financed by develept partners. Usually
it accounts for between a quarter to a third ofabst of the project.

. Strategic policy interventionspriority is also given to policy
interventions covering the entire nation, regiangtgration, social equity
and environmental conservation. The implementatiwin the new

constitution is now a key national objective, thmere resources will be
set aside for this purpose over the medium term.

Finalization of spending plans

133. As indicated earlier, the finalization of the pregigon of the ministerial
budgets will entail thorough scrutiny to curtaikesipling on non-productive areas
and ensure resources are directed to priority progres. As line
ministries/department budgets are scrutinized &aedrésource envelope firmed
up, it is likely that additional resources may bmeoavailable. Government will
utilize these resources to accommodate key natietrategic priorities with
sound business plans. Specifically, the followirity keceive priority:

Priority Areas of Consideration for Additional Resources

1. Intervention identified during the county stakelesklconsultation fo
2012 MTEF budget. A summary of issues identified ®gctor
Working Groups during the consultations are sumsearin Annex 9

-

2. Implementation of the new Constitution covering posals not
accommodated within the baseline ceilings issuaditostries.

3. Strategic intervention in the area of educatiorglthe infrastructure
(especially rural/feeder roads), tourism, securtyd agriculture
(especially irrigation programmes and other foodusiéy enhancing
programmes), as well as policy interventions cowgerthe entirg
nation to enhance regional integration and soaiplite. A list of
additional requests that are potential sources isfaf risks on
expenditure is provided in Annex 10.

4. Specific consideration to job creation for the yobased on sound
initiatives identified within and outside the nodnbaidget preparatio
(Annex 9 and 10).

-

Details of Sector Priorities

134. The medium term spending estimates for 2012/13 34/2® ensures
continuity in resource allocation based on pripeiti programmes aligned to the
updated first Vision 2030 MTP and policy initiatsseo accelerate growth,
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employment creation and poverty reduction. The neeehievements and key
priority targets for each sector are based onéperts from the Sector Working
Groups (SWG) after taking into account recommewdatiof the Ministerial
Public Expenditure Reviews (MPERSs) and views fréva budget consultations
and Public Sector Hearings in January 2012.

Agriculture and Rural Development

135. The Agricultural and Rural Development (ARD) secier critical to
economic growth, employment and poverty reductidre sector is the mainstay
of the Kenyan economy, directly contributing 26 qeert of the GDP with
linkages in manufacturing, distribution and othenvice-related sectors.

136. The sector aims at raising agricultural producfivixploiting irrigation

potential, increasing commercialization of agriatdt improving the legal and
policy framework for agriculture, improving govenwe of agricultural

institutions, and land development as well as ptwono of sustainable
management of fisheries, forestry and wildlife tgses.

137. The challenges facing the sector include unfavdaralimatic changes,
poor planning and inadequate warning systems, lmdyttion and productivity,
poor marketing strategy and infrastructure, low ueal addition and
competitiveness, inadequate physical infrastructurefavourable legal and
policy frameworks, and low access to financial smy as well as affordable
credit.

138. To address these challenges, a total of Ksh. 16Wl®n has been

provided for the 2012 MTEF period covering 2012{©32014/15 (Table 5.1).
For FY 2012/13, Ksh 52 billion has been set asidtfe sector. This is projected
to increase to KSh 60.1 billion by 2014/15, bringithe total resources for the
entire MTEF period to KSh 167.5 billion.

Table 5.1: Agriculture and Rural Development 1/
201112 201213  2013/14  2014/15 2012 MTEF
Ksh billion Revised Medium-Term estimates Total
National 41.8 41.2 421 46.3 129.5
of which: Transfer to Public Entities 9.1 11.3 12.1 12.7 36.1
Counties 11.2 10.8 13.2 13.9 379
Total 53.0 52.0 95.3 60.1 167.5
of which: salaries 10.1 10.4 10.7 11.0 32.0

1/ The sector comprise of Agriculture, Livestock Development, Fisheries Development, Land, Cooperative
Development and Marketing, Forestry and Wildlife, National Land commission

139. Under the new Constitution, a number of functionthie sector have been
assigned to the counties. These include crop amehhusbandry, livestock sale
yards, abattoirs, plant and animal disease confreleries and cooperative
societies. Together, these functions are estimi@tezbst about Ksh. 38 billion

over the MTEF period. The national departments mekd to be reorganized and
rationalized to ensure efficient delivery of seesdn a decentralized system.
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Energy, Infrastructure & ICT Sector

140. Energy, Infrastructure and Information CommunicasioTechnology

(EI&ICT) Sector continues to be an enabler for austd development of the
economy. Despite major achievements over the repast, there are still
challenges, including: delayed uptake of donor fyndoads maintenance
backlog, lack of adequate local construction cadpatadequate power supply
capacity; over-reliance on hydro-power generatilony investment in power

generation by private sector; inadequate capaoityrdsearch in ICT and film
industry; and inefficient and congested Port of Nbasa.

141. Over the medium-term, the sector’s priorities inleu accelerating on-
going infrastructure development, improving effiag and effectiveness of the
infrastructure development process at all levelsplainning, contracting, and
construction; modernizing provision of electricityeveloping modern national
ICT infrastructure, and reforming ports and rail.

142. Total MTEF estimate for the sector is KSh 741.%idml (Table 5.2). For
FY 2012/13, KSh 230.8 billion has been set asiaegasing to Ksh 262.9 billion
by 2014/15.

Table 5.2: Energy, Infrastructure & ICT Sector 1/
201112 201213  2013/14  2014/15 2012 MTEF
Ksh billion Revised Medium-Term estimates Total
National 165.5 171.4 187.5 199.5 558.4
of which: Transfer to Public Entities 48.6 54.3 57.9 62.0 174.2
Counties 535 59.4 60.3 63.3 183.1
Total 219.0 230.8 247.8 262.9 741.5
of which: salaries 3.5 3.6 37 3.9 11.2

1/ Includes roads, public works, transport, energy, local government, Nairobi metropolitan development, and
Information & Communications Technology

143. Assigned functions to the counties include coumigds, street lighting,
traffic and parking, public road transport and isrand harbours, and housing.
These are estimated to cost Ksh 183.1 billion dveMTEF period.

General Economic, Commercial and Labor Affairs

144. Despite impressive performance over the recent gasisector still faces
a number of challenges ranging from inadequate | legagulatory and
institutional challenges, limited access to crebigh cost of production, stiff
competition from access to international marketsy hwareness of benefits of
regional integration, influx of sub-standard, casfgits and contra-band goods,
and low technology, innovation, research and dgratnt.

145. Over the medium-term, the sector plans to createrabling business
environment for trade and investment; deepen redjimmegration, promote best
labour practices, manpower planning, developmerd atilization, tourism

development and marketing, undertake policy, legal institutional reforms for
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the development of the sector; support entreprshgur and industrial
development; and promote exports and sustainabiesto.

146. Total MTEF estimate for the sector is KSh 71 biili@able 5.3). For FY
2012/13, KSh 23 billion has been set aside, repteggan 18 percent increase
from FY 2011/12 funding level. This is projectedinarease to KSh 24.1 billion
in 2014/15.

Table 5.3: General Economics, Commercial and Labour Affairs 1/
201112 201213 2013114 2014/15 2012 MTEF
Ksh billion Revised Medium-Term estimates Total
National 134 18.1 147 145 473
of which: Transfer to Public Entities 4.1 43 44 44 13.1
Counties 6.0 49 9.2 9.6 236
Total 19.5 23.0 23.9 241 71.0
of which: salaries 1.8 19 19 2.0 5.8

1/ The sector comprise of trade, east Africa community, national heritage and culture, tourism,
industrialization, labour, and Regional Development Authorities.

147. Assigned functions to the counties include markéatsje license, and
local tourism. These are estimated to cost Ksh Bilian over the MTEF period.

Health

148. The sector’s goal is to provide equitable and afibie health care to the
Kenyan citizens. While remarkable achievements lien made over the years
in terms of improvement in mortality rates, the teecstill faces challenges,

which include inadequate infrastructure, qualifidebalth personnel, and

medicines and medical supplies.

149. In the medium term, the Government will seek torads these challenges
through continued investment in training of healthofessionals, medical

services, health, and sanitation infrastructurée 2012 MTEF estimate for the
sector is Ksh. 243.4 billion, of which Ksh 77 it has been set aside for FY
2012/13, representing a 6 percent increase frol@®1/12 funding level (Table

5.4). This is projected to increase to KSh 85.4dnilby 2014/15.
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Table 5.4: Health Sector 1/
201112 2012113 2013114  2014/15 2012 MTEF
Ksh billion Revised Medium-Term estimates Total
National M4 44.1 49.0 517 144.9
of which: Transfer to Public Entities 13.9 14.0 14,3 14.6 42.9
Counties 314 329 320 33.6 98.5
Total 72.8 77.0 81.1 85.4 2434
of which: salaries 287 201 289 29.8 85.9

1/ Includes medlical services, public health and sanitation, Research and Development sub-Sectors

150. Assigned functions to the counties under this sentdude county health
facilities and pharmacies, ambulance services, ptiom of primary health care,
licensing and control of undertaking that sell faodhe public and pre-primary
education. Preliminary costing of these functioesKsh 98.5 billion over the
MTEF period, of which Ksh 77 billion is earmarkeat £Y 2012/13.

Education

151. The sector’'s overall goal is to increase accesedication, raise the
guality and relevance of education, reduce inetyyaind exploit knowledge and
skills in science, technology and innovation toiaeé global competitiveness.

152. Previous achievements include free primary educatiwhich has
improved admission into primary level educatiomir6.9 million in 2003 to 9.4
million children in 2010. Other achievements in@dudnproved gender parity at
primary school level; increased number of secondahpols from 6,405 in 2007
to 7,308 in 2010 with free tuition for secondanhaals, increased accredited
TIVET centres from 288 in 2007/08 to 487 in 2010/atd increased enrolment
into the public universities from 16,134 studemt2008/09 to 24,216 students in
2010/11.

153. The sector’'s challenges include inadequate infragire and staffing,

slow pace to ICT integration, and dealing with de@@ed admissions to
university. In the medium term, the Government velek to address these
challenges by providing enhanced education anditigiopportunities, building

capacity in industrial training, and reforming ugiisity education system.

154. The 2012 MTEF estimate for the sector totals Ksh.Zbillion, of which
KSh 229 billion has been set aside for FY 2012413, percent increase from FY
2011/12 funding level (Table 5.5). This is project® increase to KSh 251.3
billion by 2014/15.

2012 Budget Policy Statement Page 44



Table 5.5: Education Sector 1/
201112 201213 201314  2014/15 2012 MTEF
Ksh billion Revised Medium-Term estimates Total
National 2135 228.6 240.4 250.8 7198
of which: Transfer to Public Entities 51.2 57.4 61.6 64.9 183.8
Counties 0.4 0.5 0.5 0.5 14
Total 213.9 229.0 240.9 251.3 21.2
of which: salaries 115.2 119.5 1234 127.1 369.9

1/ Includes education, and higher education sub-Sectors

155. Assigned functions to the counties under this seate limited with an
estimated MTEF budget of Ksh 1.4 billion, mainly ¢ater for pre-primary
education, village polytechnics, home craft centned children facilities.

Governance, Justice, Law and Order Sector (GJLOS)

156. The Sector plays an important role in providingabke environment for
the political, social and economic activities tavh. Following the promulgation
of the new Constitution in August 2010, a number imdtitutions  were
established within the Sector while some existimgsowere restructured. The
newly established institutions are the Nationalid@olService Commission
(NPSC), the Constitution Implementation CommisgiGihC), and the Office of
the Director of Public Prosecutions (ODPP). Thdiclal Service Commission
was revamped and reconstituted; the IIEC and IEB®R@ merged to become
the Independent Electoral and Boundaries Commissidme Kenya Anti-
Corruption Commission became the Ethics and Antrrdption Commission
(EACC).

157. Over the last three years, the sector has ach&igadicant milestones in
execution of its programs, including enhancing goaace, rule of law, and
preventing corruption among others.

158. Funding over the 2012 MTEF period will facilitateetimplementation of

the new Constitution; improve access to judiciatl dagal services for all

Kenyans; enhance the security of identificationgigeation and travel

documents;; prevent and combat the occurrence oligtion and economic

crimes including tracing, recovering and restitntiof corruptly acquired assets
and ensure public safety and security; reform andemization of the electoral
processes to deliver free, fair and credible edesti promotion of national values
and ethics; and registration and funding of pditjgarties.

159. For FY 2012/13, KSh 120.9 billion has been setasidpresenting about
14 percent increase from FY 2011/12 funding leValble 5.6). This is projected
to remain more or less the same level by 2014/DkalTfunding level for the

MTEF period is KSh 356.5 billion.
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Table 5.6: Governance, Justice, Law and Order Sector 1/
201112 2012113  2013/14  2014/15 2012 MTEF
Ksh billion Revised Medium-Term estimates Total
National 105.8 120.6 115.4 119.4 355.4
of which: Transfer to Public Entities 4.0 4.2 4.3 4.4 12.8
Judiciary 75 9.8 10.0 10.4 30.2
Counties 0.3 0.3 0.4 0.4 1.1
Total 106.1 120.9 115.8 119.8 356.5
of which: salaries 55.4 60.1 60.4 62.3 182.9

1/ Includes Ministry of State for Provincial Administration and Internal Security, Office of the Vice President
and Ministry of Home Affairs, Ministry of Justice, National Cohesion and Constitutional Affairs, State Law
Office, Judiciary, Kenya Anti-Corruption Commission, Kenya National Audit Office, Ministry of State for
Immigration and Registration of Persons, Interim Independent Electoral Commission and the Directorate of
Public Prosecution.

Assigned functions to the counties include ensuramgl coordinating the

participation of communities and locations in gamaarce at the local level and
assisting communities and locations to developtirainistrative capacity for the
effective exercise of the functions and powers paudicipation in governance at
the local level. These are estimated to cost Kibillion over the MTEF period.

However, this may increase depending on the scbpestructured functions of
the provincial administration in line with the Caihstion.

Judiciary

160. The GJLOS sector includes the MTEF budget for thdiclary that is
expected to be submitted directly to the Nationas&mbly in line with the new
Constitution. The challenges facing the Judicianglude case backlog, case
delay and inaccessibility to justice in many paitshe country. This is attributed
to lack of adequate facilities in most of the @rigt120 court stations in the
country; inadequate numbers of judicial officersl ather support staff; and slow
adaptation and institutionalization of ICT techrpl@nd other facilities.

161. During this MTEF period, the Judiciary will priage the implementation
of the new Constitution and continue to implememnatsgies that will lead to
reduced case backlog, improved access to justdenamaernize the court system.
The MTEF funding level is estimated at Ksh 30.didml, of which Ksh. 9.8
billion is for FY 2012/13. This has been arrivedildwing consultations with the
Judiciary.

Public Administration and International Relations

162. The sector plays a key role in enhancing publicviser delivery,

organization and coordination of Government businéisrough planning,
mobilization of financial and human resources ia flublic sector. In addition,
the sector links all other sectors with the resttioé world on matters of
international treaties, agreements, cooperation rasdurce mobilization. The
Constitution established Constitutional commissi@msl Independent offices
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some of which are members of the sector. ThesadeclOffice of the Controller
of Budget, Kenya National Audit Office, SalariesldRemuneration Commission
and Commission on Revenue Allocation. Further, Kemational Assembly
previously falling under the Governance Justice Lamd Order Sector was
incorporated in this sector.

163. Funding over the 2012 MTEF period will enable tketer to oversee the
implementation of the new Constitution; providedeeship and policy direction
in the governance of the country; coordinate aresdse government affairs;
promote sound public financial and economic managenior socioeconomic
development; articulate and implement Kenya's fymepolicy for national
development; promote macroeconomic stability, mesasn MDGs into the
nation’s policy, planning and budgetary procesglémentation, monitoring and
evaluation; promote efficient and effective humasaurce management and
development for improved public service deliverpdgpromote public service
integrity.

164. For FY 2012/13, Ksh. 107.3 billion has been sedeas$d fund the sector’s
programmes (Table 5.7). This is projected to ineeeto Ksh. 114.5 by FY
2014/15, bringing the total MTEF estimate to KsB1.3 billion.

Table 5.7: Public Administration and International Relations 1/
201112 201213 201314 2014115 2012 MTEF
Ksh billion Revised Medium-Term estimates Total
National 92.9 79.3 90.2 93.7 263.2
of which: Transfer to Public Entities 20.2 21.0 20.0 20.3 61.3
Parliament 10.2 12.1 14.1 14.6 40.9
Counties 17.6 28.1 19.8 20.8 68.6
Total 110.5 107.3 109.9 114.5 331.8
of which: salaries 13.2 14.6 14.7 15.1 444

1/ Includes state house, public service, foreign affairs, planning and national development, finance, cabinet
office, public service commission and prime minister, Controller of Budget, Parliament, Commission of
Revenue Allocation, KENAO, Salaries and Renumeration Commission

165. Assigned functions to the counties include offi€eh® governor, county
assemblies, and county planning and developmehidimgy statistics. These are
estimated at Ksh. 68.6 billion over the MTEF periofiwhich Ksh. 28.1 billion
is earmarked for FY 2012/13.

Parliament

166. This sector includes the MTEF budget for the Pardiat that is expected
to be submitted directly to the National Assembiy line with the new
Constitution. Parliament plays a crucial role imesgthening the democratic
space and good governance in the country. Undengke constitutional order,
parliament will consist of the National Assemblydahe Senate. This is expected
to increase the resource requirement to caterhf@rinicreased membership of
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Parliament from the current 224 to 418 and for twidal physical facilities and
infrastructure.

167. Total MTEF estimate for the Parliament is Ksh 40iBion. For FY
2012/13, Ksh. 12.1 billion has been set aside axline ceiling. However,
consultations with Parliamentary Service Commisséme ongoing ahead of
finalization of detailed budget to firm up the rasme requirement to cater for the
10" Parliament and initial requirements for the exmah&arliament during the
second half of the financial year.

Social Protection, Culture and Recreation

168. The sector's strategic objectives include formualgtand implementing

national and cultural heritage policies; youth emeonent; gender, children and
social development; disaster management and catioin of development

activities in arid and semi arid areas which cut®ss all the three pillars of the
Kenya Vision 2030. Key achievements for the 20118#Tinclude: resettlement
of IDPs; disaster mitigation; increased coverage cagh transfers for the
vulnerable groups in the country; development ofttucal and heritage

infrastructure; improvement and construction of ewvatand sanitation

infrastructure in the ASALS; construction, rehahtiion and equipping of Youth
Polytechnics and empowerment centres.

169. Funding over the 2012 MTEF period will continueetthance delivery of
the sector priorities. For FY 2012/13, Ksh 37 bitlihas been set aside to support
the sector’ activities (Table 5.8). This is proggttto increase steadily to KSh
47.1 billion in 2014/15, bringing the total MTERiesate to KSh 126.7 billion.

Table 5.8: Social Protection, Culture and Recreation 1/
2011112 201213 2013114 2014115 2012 MTEF
Ksh billion Revised Medium-Term estimates Total
National 28.0 235 328 36.8 93.2
of which: Transfer to Public Entities 9.8 7.2 85 10.5 26.2
Counties 10.1 134 9.8 10.3 335
Total 38.1 37.0 42.6 471 126.7
of which: salaries 33 34 35 3.6 104

1/ Includes National Heritage and Cultures, Gender and Children Development, Special Programmes, youth
affairs and sports, development of northern Kenya and arid lands.

170. Assigned functions to the counties include spontd eultural activities
and facilities, among others, which are expectedadst Ksh 33.5 billion. The
sector will benefit from additional funding frometequalization fund as some of
the activities covered under the sector benefintaeginalized categories.
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Environmental Protection, Water, and Housing

171. The sector plays a key role in ensuring that e¥agyan has access to
decent and affordable housing with access to plertabter in a clean and secure
environment.

172. Over the MTEF period the sector aims to achieveargn of water

coverage and sewerage facilities; scaling up waterage to improve water
security; scaling up irrigation to reduce depenéewnt rain fed agriculture;

protection, conservation and management of catchrasras; mitigation and

adaptation measures on climate change; enforcernénsector laws and

regulations; restoration of Nairobi Rivers; modeation of meteorological

services; mineral exploration and mining cadasystesn; enhancing housing
development through various initiatives; up-scalistum upgrading and

redevelopment; and lowering the cost of buildingenal to increase access to
housing.

173. The 2012 MTEF estimate of KSh 154.1 billion hasrbakocated for the
sector. For FY 2012/13, Ksh. 48.5 billion has beenaside, increasing to Ksh.
54.5 billion by FY 2014/15 (Table 5.9).

Table 5.9: Environmental Protection, Water and Irrigation and Housing 1/
201112 201213 201314 2014/15 2012 MTEF
Ksh billion Revised Medium-Term estimates Total
National 38.9 38.7 40.9 43.7 123.3
of which: Transfer to Public Entities 4.5 45 4.5 4.5 13.6
Counties 8.8 9.8 10.2 10.7 30.8
Total 41.7 48.5 511 54.5 154.1
of which: salaries 34 35 3.6 3.7 10.7

1/ Includes water and irrigation, environment and Mineral resources, and housing

174. Under this sector, assigned functions to the ceaninclude soil and
water conservation, forestry, storm water managénssr water and sanitation
services, as well as control of air pollution, mopollution, other public nuisance
and outdoor advertising. Preliminary costing ofstdunctions amounts to Ksh
30.8 billion for the MTEF period.

National Security

175. The national security sector comprises of deferue raational security

intelligence services. The 2012 MTEF estimate ohKI®9.9 billion has been

allocated for the sector, of which Ksh. 64.3 billibas been set aside for FY
2012/13, rising to Ksh. 68 billion by FY 2014/15adle 5.10).

2012 Budget Policy Statement Page 49



Table 5.10: National Security
201112 201213 201314 201415 2012 MTEF
Ksh billion Revised Medium-Term estimates Total
National 78.6 64.3 67.6 68.0 199.9
of which: Transfer to Public Entities/1 77.8 63.4 66.6 66.9 196.9
Counties - - - - -
Total 78.6 64.3 67.6 68.0 199.9
of which: salaries (excl. DoD & NSIS) 0.6 0.7 0.6 0.7 2.0

1/ Defense and national inteligence services (include salaries)

Conclusion

176. The 2012 MTEF is marked by moderate growth in dergpenditure,

taking into account the weaker economic outlook gnedneed to maintain fiscal
disciple during the implementation of the new Cansbn. Expanding

infrastructure investment, while maintaining reasdaa growth on social
development priorities remain a priority. Prelimipaallocations to counties
reflect a transition arrangement while ensuringtiooed provision of basic
services to Kenyans.

177. Overall, the set of policies outlined in this BP&® &onsistent with the
national strategic objectives pursued by the Gawemt as a basis of allocation
of public resources. Details of the strategic ofoyes are provided in the first
updated Vision 2030 MTP released in December 20hg. policies and sector
ceilings annexed herewith will be the basis for gneparation of the 2012/13
MTEF budget.
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ANNEX 1: STATEMENT OF SPECIFIC FISCAL RISK

l. OVERVIEW

1. The Kenyan economy is highly susceptible to variolasnestic and
external shocks. These shocks include: (i) drouwdhth puts additional demand
for budgetary resources for intervention measunethe dry part of the country
mainly in need of food assistance, water, and headire; (ii) increase in
international oil prices which raises the cost rainsportation and energy; and
(i) insecurity in the porous border along Somaliéracy in the high seas, and
threat of terrorism, which together combine to tifrade and tourism. More
recently, the economic and financial turmoil in adged economies which have
slowed global growth continue to pose challengesuoeconomy. To this end,
maintaining fiscal stability is critical for safeguding against these adverse
shocks and ensuring that growth is sustained deshdllenging circumstances.

2. As part of requirement under the Fiscal Managemfrit 2009, this
Annexure presents ti&tatement of Specific Fiscal Risks (SSFR¥pecifically,

it outlines Kenya’s exposure to fiscal risks the¢ associated with assumptions
used for fiscal projections, public debt dynamaserations of state corporations,
public-private partnerships and contingent liat@ft vulnerabilities of the
financial sector, as well as risks posed by drought

3. Overall, the Statement highlights the following:

* Macroeconomic assumptions have been broadly aegur@though
economic growth and under-spending by Line Mingstriremains a key
concern;

* Based on the latest (November 2011) debt sustdityabnalysis, our
public debt is projected to be sustainable;

« Contingent liabilities from key State Corporatioregent minimal fiscal
risks. Most of the sources of contingent liabititiare being addressed. And
recent restructuring and privatization of key imgions have, to a large
extent, transferred various risks of state corpomatto the private sector,
save for those relating to shareholder's obligaiom the new-look
corporations.

* The financial sector remains generally resilienerewvith the recent
interest rate and exchange rate shock; and

» Steps are being taken to ensure food security withoing irrigation
programmes and robust early warning system, butifgignt investments
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will be required to meaningfully reduce the coutgrywulnerability to
repeated droughts and mitigate the effects of ¢érohange.

4, Going forward, there are ongoing measures to méighese risks but
more needs to be done to guarantee fiscal vialilityase of unfavorable fiscal
developments.

Il. FINANCIAL OBJECTIVES

5. The Government will pursue prudent fiscal policy wiich is critical for
macroeconomic stability As such, the Government’s fiscal stance will ouung
to strengthen debt sustainability over the mediartohg term, while supporting
growth and employment in the face of challengingneenic environment. It also
continues with efficiency and improvement in th@ductivity of expenditure.
Given the limited resources, expenditures are tadgen:

« Poverty reduction and empowerment of the poor arndevable through
adequate allocation of resourcesptrity social sectors, such as education and
health;

e Sustained economic growthrough improvement in physical infrastructure
sector, such as roads, rail, ports, water andaiting, and reliable and affordable
energy;

« Expansion and diversification of exports, and biogsagricultural productivity;

* Enhancing food security and protecting the livetitie of the poor and the most
vulnerable members of our society;

e Transparent, accountable, and participatory govemahrough setting up the
essential frameworks for implementing the new dariginal order;

e Strategic interventions through programmes targdtedjob creation for the
youth; and

« Strengthening internal security and rule of law.

6. The Government will manage the budget deficit to esure sustainable
debt levels over the medium termFiscal consolidation will enable us to rebuild
fiscal space in preparation of any economic downtgiven that we are now
leaving in a world full of uncertainty. In additipfiscal structural reforms are
expected to reduce the country’s sources of fissks as policies will center on
reforms in tax policy and administration, non-taevenue, expenditure
management, privatization of government entities, debt management.
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Il SPECIFIC FINANCIAL RISKS
Changes in Underlying Macroeconomic Assumptions

7. Macroeconomic assumptions play a key role in the foulation of the
budget. Changes in these macroeconomic variables cre#® tasboth revenue
and expenditure projections in this BPS and thebudstimates and expenditure
to be submitted to Parliament for approval by ehdpril 2012. In particular, the
budget is sensitive to the following key macroecuiwovariables:

» Economic growth this mainly affects tax revenue. A slower-than-
projected growth in real GDP lowers tax collecti@specially income
taxes and VAT collections.

» Macro prices:

» Inflation: An increase in inflation may result in higher tavenues
through increases in the base for income taxesVakil However,
certain levels of very high inflation may constraionsumption and
lower VAT collections.

» Exchange rate:This impacts both revenues and expenditures. For
instance, a weakening of the shilling vis-a-vis th& dollar improves
revenue collection, mostly through customs dutiesl & AT on
imported goods. On the expenditure side, foreigterast rate
payments and foreign expenditure-related maintesamel operating
expenditures will be negatively affected.

» Interest rates: An increase in Treasury bill rates will increase
expenditures through an increase in domestic istggayments. On
the revenue side, the 10-25 percent withholding daxincome on
financial instruments also increases revenue.

* Imports of goods: A growth in merchandise imports (excluding
government imports and oil imports) positively imtgmrevenues given
the higher tax base for import duties.

8. Table Al.1 presents the magnitude of first rounghaois of the above

macroeconomic variables on fiscal aggregates. Mmenet positive impact of a
rise in real GDP and a shilling depreciation antbanegative impact of increase
in inflation and Treasury bill rate.
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Table AL.1 Fiscal Sensitivity to Key Macroeconomivariables, 2012/13 (Ksh billion per year)
Revenue Expenditure  Budget balance

One percentage point increase in real GDP (%) 8.6 0.0 8.6
One percentage point increase in inflation rate

(%) 17 119 4.2
One percentage point increase in Treasury Bill

rate (%) 40 8.2 -4.2
10% depreciation in exchange rate (Ksh/US$) 5.8 11 4.7
One percentage point increase in US$ value of

goods imports (%) 0.6 0.0 0.6

Source: Estimates from Ministry of Finance

Forecast Accuracy of Underlying Assumptions and Bugetary Aggregates

9. Overall, the macroeconomic assumptions underlying he recent
budgets and actual budget outturn have generally @ accurate with fairly
minimal deviations (see Table A.1.2). Over the period 2009/10-2011th2
average deviation between the assumed and proalsamtual real GDP growth
rates was only 0.1 percentage point. With respedhflation assumption, the
large deviation in 2009/10 and the current finahgwar 2011/12 reflect the
methodological revision of the CPI series by theny& National Bureau of
Statistics (KNBS) from arithmetic mean to geometmmean and the inherent
volatility of international oil prices, respectiyelAlso, inflation was volatile in
2011/12 due to the adverse impact of drought winicheased food prices. The
sharp depreciation of the shilling exchange ratairey major international
currencies occasioned by monetary shocks alsoasetedeviation between the
previous BPS and 2012 BPS. Meanwhile, the averagetibn on export and
import growth was minimal.
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Annex AL.2: Deviations between Macroeconomic Assurtipns/Fiscal Aggregates projections and Actuglin percentage points; unless specified)
2009/10 2010/11 2011/12 2009/10-2011-12
Proj. Act. Dev. Proj. Act. Dev. BPS1Y BPS12  Dev. Average Deviatio
1. Key Macroeconomic Assumptio
Real GDI 3.1% 4.1% 1.0% 5.1% 50%  -0.1% 5.5% 48%  0.1% 0.1%
Inflation rate (avg 134%  55%  -7.9% 5.0% 6.9% 1.9% 51%  160%  10.9% 1.6%
Domestic horrowing (average ré 9.9% 9.4% -0.5% -0.5%
Exchange rate (Ksh/USD), & 778 76.7 -1z 811 82.t 14 811 86. 5.8 20
Export growtt 3.4% 18%  -16%  118%  126%  0.8% 118%  88%  -3.0% -1.2%
Import growtt 7.0% 38%  -32%  142%  20.7%  6.5% 142%  111%  -3.1% 0.1%
II. Fiscal Aggregates (in Ksh billio
Total Revenu 604.¢ 568  -36.C 7300 686. -43.7 823.% 838.% 15.( -21€
Tax and non-te 569.f 5481 214 689.6  667. -22.1 7744 790 15.€ 9.2
Ordinary, incl. LATF 533.¢ 517.¢  -15¢ 623.(  62L: 17 703.( 725% 228 17
AA 35.7 302 5. 66.6 46.2 -20.4 714 64.5 1.1 -11.0
Grant: 3.8 207 -14.€ 40.4 18.£ -21€ 48.¢ 48.1 0.7 123
Total Expenditur 7724 7191 -53: 916¢ 8041  -112¢ 975 998. 221 478
Recurrer 5111 504+ 6.7 593.¢ 584 -8.6 644.¢ 683. 38.€ 78
Developmer 261.% 2147 -46€ 323¢ 219«  -104: 3311 315:  -15¢ -55.€
Domestit 155.1 151.¢ 3.2 178.1 150.1 -28.( 206.% 1947 -11¢ -14%
Externa 103.¢ 60.5 -43.% 1431 67. -76.1 121.¢ 117.¢ -4.1 -41.1
Net Lendin 24 2.2 0.1 24 2.3 0.1 2.7 26 -0.1 -0.1
Balanct -167.6  -150.% 173 -186.¢ 117 69.1 -152.F  -160.% 1.7 26.2
Financing” 168.2 1564 -11¢ 188. 110 1 152.€ 160.2 7.6 272
Net Foreigi 50.2 228 218 82.1 28 -54.% 474 9.1 50.7 -10.2
Net Domesti 109.5 133 24( 105.% 82.1 -23.2 105.% 62.1 -43.1 -141
Othel 8t 0. 8.t 0L 0. 0. 0. 0. 0. 2.8
Memo items
Nominal GDP (Ksh billion) 25466 24583 -883 27672 27731 59 27672 3295.2 5280 148.6

Source: Ministry of Finance
1/ As submitted to Parliament in March 2011
2/ Excludes adjustment to cash

10. The actual performance of fiscal aggregates vis-dsv target was
generally mixed.The projection for ordinary revenues was broadlyuaate with
average deviation over 2009/10-2011/12 estimatddsht1.7 billion. The large
deviation in 2011/12 between 2011 BPS and 2012 eff&cted the change in
VAT withholding mechanism which was not anticipated the time of
preparation of the current financial year budgeh MA performance, the
deviation was mainly attributed to under-reportibg line ministries. It is
expected that these deviations will narrow whenitaddaccounts are used as
opposed to actual returns. Also, the policy of @timg A-i-A into ordinary
revenue collected by KRA will help improve collesti and reporting of this
item.

11. Execution of recurrent expenditure was generallyisteatory for
2009/10-2010/11 with minimal deviation between pot¢d and actual. However,
the large deviation in 2011/12 between previous’sddPS and this 2012 BPS
reflect the unexpected expenditure associated wvdtbught intervention
measures, salary awards, and security intervemiddomalia. On development
expenditure, the average deviation is large, maiefiecting low absorption of
foreign financed expenditure. Absorption of donoards averaged 70 percent
while that of project loans was around 50 percent.
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12.  The slower-than-programmed spending on developrbadget poses a
risk to the fiscal program, going forward. In order prevent this risk from
materializing, the government has been pressindjniés ministries to increase
absorption to at least 80-90 percent as part dbpaance contracting. Also, key
infrastructure ministries and departments have besked to submit monthly
implementation reports. Donors have also been askepdeed up the issuance of
“No Objection” to improve absorptive capacity ofplamenting agencies. Other
measures include asking ministries to improve pmment planning and
implementation capacity in managing procurementgss.

13.  Overall, the actual fiscal deficit turned out lowtean budgeted over the
period 2009/10-2010/11. Going by the slow executrate so far, partly
associated with tight domestic financing constsirthe current financial year
may also register a lower-than-budgeted deficit.ilgVithis may indicate a
somewhat strong fiscal position, it happens agairsickdrop of lower execution
of the budget which does not bode well for growtl aoverty reduction.

14.  Going forward, there are risks associated with esgare proposals that
cannot be accommodated within the baseline ceilir§isme specific key
additional requests are summarized in Annex 10.s&hexpenditures are
disclosed because they could have a material effedhe fiscal outlook given
the limited budgetary resources. Some high pricgikpenditure proposals from
these list could be taken on board during finailoratof detailed ministerial
spending plans if savings are identified and resmenvelope firmed up.

Vulnerability of Public Debt to Shocks

15. The Government recognizes the importance of magadgbt prudently
to avoid unwarranted debt burden to the future ggioe and reduce the risk of
macroeconomic instability. Significant effort haselm made to improve the
institutional arrangement for debt management dsasecapacity to assessment
of risks.

Institutional arrangements

16. The Debt Management Department (DMD) at the Migistf finance is
responsible for formulating debt strategy and essyorudent debt management.
Under the new Constitution, a new legislation goirgg the operations of public
borrowing and guarantees needs to be in place drefare the new devolved
government is in place. The proposed Public Firdidanagement law provides
for a new institutional and legal framework of mgimg public debt in a
devolved system of government.

17. Under the current Medium-Term Debt Strategy (MTD3P11, the
principal objective of Government's debt managemento meet the Central
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Government financing requirements at the least waft a prudent degree of
risk. The secondary objective is to facilitate Goweent’'s access to financial
markets and support development of a well functignvibrant domestic debt
market.

Assessment of Risks

18. Thelatest November 201jldebt sustainability analysis (DSA) for Kenya
based on the International Monetary Fund (IMF) Dif#mework indicate that
Kenya faces a low risk of external debt distresss Teflects the limited reliance
on external borrowing and an expected improvemant macroeconomic
performance. All external public debt indicatoraneen below the relevant
country-specific debt burden thresholds. For instanexternal debt as a
percentage of GDP broadly remains stable at 17et@ept range from 2011 to
2016 (see Table below).

Summary: External Debt Sustainability Assessment
(in percent of GDP)

2011 2012 2013 2014 2015 2016

NPV of PPG External Debt

In percent of GDP (threshold=40)
Baseline 175 19.0 18.9 18.7 18.4 1716
Combined shocks 17.5 21.8 26.2 25.6 249 2.8

In percent of exports (threshold=150)
Baseline 57.0 65.3 68.9 73.4 76.4 782
Combined shocks 57.0 69.0 80.8 85.2 87.7 89.3

PPG External Debt Service
In percent of exports (threshold=20)

Baseline 3.8 4.2 4.2 4.7 4.8 4,
Combined shocks 3.8 4.1 4.2 4.9 5.0 3.2

19. Under a combination of shocks—Ilower GDP growth, kegeexports, a
lower GDP deflator, and a fall in FDI—the DSA refle that public debt is
generally resilient. Even though debt indicatorgsea (NPV of public external
debt rises from 18 percent to 26 percent), theyaloresult in a breach of the
thresholds during the projection period, 2011-2016.

20. The sustainability of Kenya's debt depends on ne@voomic
performance and a prudent borrowing strategy. Trmegted investment in
infrastructure and the assumed improvement inrkkestment climate would be
crucial to sustaining strong exports and GDP growtbditionally, Kenya’'s
success in avoiding unsustainable debt to dateatsflgood management, but
also limited willingness on the part of creditoosprovide financing, at times due
to governance concerns.
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21. Overall, the Government will continue to build dmetrecent medium-
term debt strategy to help maintain a prudent lvamg strategy. Strategies to
guard against shocks will include a build up iremational reserves as envisaged
in the current Government’s economic programme stpg by the IMF under
the Extended Credit Facility arrangement.

22. In addition, securing timely information on new laissements under
external loans remains a challenge, with Debt Mamemt Department
continuing to rely on information from creditorshiwh creates a lag in recording.
The Government hopes this will improve once thetedmic Project Monitoring
Information System (ePROMIS) is linked to the Conmwealth Secretariat Debt
Recording Management System (CS-DRMS). A processtablish the level of
contingent liabilities is ongoing, while the dispdtcommercial contracts have
been managed prudently. The anticipated implementatof devolved
governance system is likely to result in incredseel of contingent liabilities as
county liabilities are taken into account.

Contingent liabilities of State-Owned Corporations

23.  While liabilities of state-owned enterprises cowsé a potential source of
fiscal risk, they are currently not a major cau$ecancern. A study that was
conducted four years ago of 25 state corporatioatsthe Government perceived
to account for the majority of the contingent lidglds revealed that out of Ksh
57.6 billion total liabilities, about half or Ksh82 billion constituted potential
contingent liabilities. Of the contingent liabiés, about 80 percent were
accounted for by two corporations—TARDA (Ksh.13 libit) and NSSF
(Ksh.9.8 billion). Contingent liabilities relatintp TARDA arose from under-
insurance of the power generation assets whosadimabenefits were enjoyed
by KenGen, given that the assets had not been vekyed. NSSF’s contingent
liabilities relate to court cases and possible fiiesafor non-compliance with tax
regulations.

24.  Given that the causes of contingent liabilities faigy generic, the broad
policy recommendations emerging from the study ®fsfate corporations are
relevant to other state corporations. Thus, thee@owent will continue to: (i)
closely monitor and evaluate state corporationsdas performance contracting
as well as strengthen their governance; (i) enstage corporations’ pension
schemes convert from defined benefit to definedtrdmution schemes to limit
Government exposure to unfunded liabilities; (i@view the mandates of some
state corporations and conclusively vest assetdiahtities; (iv) and speed up
the privatization programme.

25.  Significant progress has been made in eliminatxmpsure to risks. For
instance: (i) the process of vesting of assetsaliilities in respect of the relevant
state corporations is progressing well, with thempketion of vesting of
TARDA's electricity-generating assets in KenGen dhd on-going vesting in
roads authorities (KeNNHA, KeRRA and KURA) and tNeater Services
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Boards; (ii) virtually all state corporations hamew converted their pension
schemes from Defined Benefits Schemes to Definedtribotion Schemes,
effectively extinguishing the related contingengabilities falling on the
corporations themselves and, by extension, the étxadr; (iii) privatization of
state corporations is on-going with 26 investmérassactions at various stages
of implementation under the current privatizatisngramme as approved by the
Government; and (iv) a policy and the related drdill on the
Management/Governance of State Corporations igctlyrat advanced stages of
development.

26. Overall, following reforms in sectors such as telamunication,
transportation, and energy, the fiscal risks haduced. Privatization and the
off-loading of some operations to private entitieough various forms such as
concession arrangement have, to a large extensfémr@ed various risks of state
corporations in these sectors to the private sektowever, there are some risks
relating to shareholder’s role/obligation in theeogiions of the corporation with
Government still remaining as strategic partnerssame of key institutions.
Examples include shareholder’s contribution in ficiag expansion plans such as
in Telkom, and Government cover for liability, lomsdamage resulting from the
use of weapons of mass destruction, which the Gowent has been offering to
Kenya Airways since the events of September 111 200is is renewed annually
based on advice that the cover is not availabteermarket.

27. A number of other non-commercial government agencieceive
budgetary allocations through transfers and canstithe central government
budget deficit. In addition, investment income nigithrough dividends have
helped fund the government budget. For instan@9ir0/11 inflows in the form
of dividends and other fees reached about Ksh liBrbiVigorous actions have
been undertaken in pursuing the collection of tltbgelends.

28. Guaranteed debt to state corporations that wemehedslled under the
Paris Club framework are being repaid by the Gawemt. Those state
corporations that are able to repay their rescleebldebt are repaying to the
Government and are part of receipts financing tiagbt.

Public Private Partnership and Contingent Liabilities

29. The Government recognizes the need to explore @uBlivate
Partnership (PPP) option in the delivery of publrastructure and social
services. Public investments in energy, roads;oal network, ports, water and
wastewater treatment, irrigation, solid waste manaent, information and
communication technology (ICT), among others, drerdfore expected to be
complemented by private sector investment undePtié framework. This is in
line with Government’s goal of infrastructure maaieation, efficiency in public
service delivery, development of wealth creatioparpunities, competitiveness
of the country, and shared growth strategy.
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30. The Government is aware that the PPP arrangemeaysexpose the
country to a variety of complex fiscal risks, inding right-of-way,
political/regulatory risk and change in law, cuegnconvertibility, events of
termination, material adverse effect, among othef®. ensure prudent
management of contingent liabilities, the Governimienat the final stage of
developing an appropriate legal and regulatory &aork to guide the PPP
agenda. In addition, the Government will continm&rdducing administrative
arrangements and processes that will help guidedleetion and implementation
of projects. Scrutiny of PPP projects will be daraefully to preserve fiscal
discipline and safeguard the interest of tax paygik guarantees and other
security instruments provided under the PPP agetuigther with all other
contingent liabilities will be integrated into tdebt management process.

Resilience of the Financial Sector

31. According to the Central Bank of Kenya (CBK), thanking sector

remains adequately capitalized as total capitalqaaey ratio (CAR) of the

banking system as of end-December 2011 stood dtpEcent compared to the
statutory minimum of 12 percent. The non-performiogn (NPL) ratio of the

banking system dropped to 4.4 percent as of eneber 2011 from 6.3

percent in December 2010. Stress tests conduct€iBBytaking into account the
prevailing high interest rates regime indicate ttteg banking sector remains
sound.

32. Commercial banks partially owned by the Governnparge minimal risk
after the Ksh 20 billion restructuring of the Nai@d Bank of Kenya in 2008. The
other large banks are broadly on sound footing dade limited risks.
Privatization of Consolidated Bank and Developnamk of Kenya is ongoing
under the privatization programme that is managed the Privatization
Commission. The envisaged privatization of Consdéd Bank and
Development Bank of Kenya will further reduce thxpasure of the Government
to the banking sector.

33.  To strengthen the banking sector, the Governmelhstep up the efforts
to strengthen the financial infrastructure to adaghe new challenges associated
with the modernization of the banking system, idalg cross-border operations
and mobile banking. Measures conducive to that gaathe following:

* Implementing consolidated supervision to enhancersight of banks
with cross border operations. This will be hingedimformation sharing and
co-ordination between the CBK and other superviparsicularly in the East
African Community where Kenyan banks are expantheg footprint.

» Reviewing capital and liquidity standards for baihkstrengthen them to
be able to withstand periodic shocks.
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* Upgrading the crisis management frameworks (CMFQeal with the
challenges of cross-border banking activities.

* Reinforcing prompt corrective action by the CBK,lldwing the
amending of the Banking Act.

» Strengthening risk-based supervision including &dgpa time-bound
program to put in place an assessment of congldioerask of relevant
local groups.

» Expanding the credit information sharing mechantsninclude various

credit providers beyond banks such as microfinamegtitutions and

SACCOs. This will enhance credit risk managemertanks and other credit
providers.

» Expanding supervisory procedures to ensure fullitndng of financial
business driven by bank agents under the newlpdotted bank agency
model and through the use of mobile banking.

34. Overall, fiscal risks in other sub-sectors of theafcial system are
minimal:

* The Government is not currently guaranteeing ldanghe Development
Finance Institution (DFIs) until these institutiom® restructured and a robust
legal framework for their supervision is in plage.DFI Bill is currently
being developed to facilitate reforms in this sebter.

» Restructuring of the National Social Security FUN&SF) is ongoing and
it is now in compliance with the Retirement Bendfitthority (RBA) rules.
RBA rules have helped ensure stability in the pmmsiector as a whole.

* Insurance and capital markets industry is reformwith strengthened
regulations from the regulators—Insurance Regwafathority (IRA) and
Capital Markets Authority (CMA)—to safeguard stdtlgil and increase
efficiency. Risks in the insurance industry arestheelated to coverage of the
Public Service Vehicle (PSV) sector. To furtheresgthening capital
markets, legislation to allow the demutualizatioh the Nairobi Stock
Exchange will be introduced shortly.
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« The Government has launched the Anti-Money Launder\dvisory

Board, which will shortly appoint a director to nae the Financial
Reporting Center (FRC) as provided for under thec®eds of Crime and
Anti-Money Laundering Act of 2009.

Drought Mitigation and Management

35. Kenya is a drought-prone country due to its locatiothe Horn of Africa
and recent climate changes. More recently, therrecces of drought and dry
spell have increased. Financing of drought inteieermeasures have consumed
significant budgetary resources, far much more tinenKsh 2 billion set aside
for drought relief and another Ksh 2 billion foivit contingency fund. For
instance, at the beginning of the current finangralr 2011/12, drought
interventions measures consumed over Ksh 10 hillion

36. Due to the risks posted by drought, the Governntex invested in
various water and irrigation programmes and initex to reduce the country’s
vulnerability to repeated droughts, including sg#ning the capacity to
respond to the disaster. Some of these initiavelside early warning systems
managed by the Kenya Security Steering Group (KBS&6d upgrading the
infrastructure used for providing timely weathereftasting. To strengthen these
initiatives, the Government is in the process olvallegping a legal and
institutional framework that will provide for riskssessment and early warning,
knowledge building and awareness raising, as weleféective early response
and recovery preparation.

37. Looking ahead, significant investments will be regd to reduce the
country’s vulnerability to repeated droughts. Timsludes stepped up support of
improving domestic agricultural productivity in astainable manner, in line with
the Government’s action to ensure food securityinwesting in irrigation and
agribusiness activities.
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Annex Table 1: Main Macroeconomic Indicators, 20090-2014/15

2009/10] 20101 201012 2012/13 2013/14 2014/15
Prov. | prov. [Budget’ BROP12 BPS1BPSLE’ BROP12 BPSIABPSIT BROP12 BPS1Z| BROP12 BPSIL
Annual percentage change, unless othenwise indicate
National account and prices
Real GDP 41 50| 57 49 48| 63 55 55 65 58 59 6.3 6.3
GDP deflator 571 73] 91 11 134 60 105 1L 50 65 1 54 5,
CP! Index (op) 35 | 146 78 89 110 57 79 80 50 56 54 50 5,
CP! Index (avg) 55 | 69 93 151 160[ 64 95 98 50 63 6.3 50 5,
Terms of trade (-deterioration) 59 54 25 11 02) 28 03 05| 13 02 18 07 12
Exchange Rate(Ksh/USS$, average) 767 845 8Ll 870 986 ..
Money and credit (end of period)
Net domestic assets 36 | 196 162 124 82| 141 155 182 162 138 152 92 13
Net domestic credit to the Government 5f 04 183112 56 | 52 114 165 47 64 151 6.9 8.6
Credit to the rest of the economy 16. p 176 207189 | 178 183 197 175 175 169 140 1.
Broad Money, M3 (percent change) 26. 150 165 170 721 174 165 173| 177 155 163 148 151
Reserve money (percent change) p 43 136 123 JraA74 165 173 177 155 163 148 151
In percentage of GDP, unless otherwise indic
Investment and saving
Investment 195 | 203 | 24 22 26 48 25 BF B3 U4 M4 Bl 24
Central Government 86 | 78 | 125 97 95 110 94 95 105 96 91 102 1
Other 109 | B5| 109 115 131 138 130 4] 147 148 M7 149 21§
Gross National Saving 120 | 06| 155 122 115 176 156 4% 190 B9 L 208 119
Central Government 15 27 39 38 33 55 41 45 6.1 49 53 56 59
Other 06 | 79| 16 84 82| 121 15 104 129 B9 up B2 13
Central government budget
Total revenue 23 | u1| 247  B5 40| 249 40 242 B2 42 U4 U5 64
Total expenditure and net lending 2. 28 335 206303 | 310 299 298 302 295 203 296 2.
Overall balance (commitment basis) excl. grants 2 52| 88 61 63 61 59 56 50 52 49 51 -4,
Overall balance (commitment basis) incl. grants A6l 45| 14 47 A8 47 46 43 37 39 3§ 37 -35
Primary budget balance 38 18 48 22 22 19 14 1§ 14 14 14 14 3L
Net domestic borrowing 54 30 38 17 19 420 28] 12 11 28 12 15
Total extemal support (grant & loans) 25 24 57 63 36| 43 46 35| 40 38 33 42 33
External sector
Exports value, goods and services B4 28 282 28 0 212 262 49| 268 263 47 264 24§
Imports value, goods and services 3, M3 44 20 248 303 31T }8| T 362 BY U9 3l
Current external balance, including official tragrsf 74| 08 79 89 1L} 72 68 -8 63 55 78 34 61
Current external balance, excluding official trans 74 07 79 89 Ay 71 68 B 62 55 78 34 41
(Gross international reserve coverage in monthegf yea
imports (end of period) 31 301 32 31 36| 36 33 37 38 35 39 40 40
Public debt
Nominal central government debt (eop), g 500 | 53€ | 52& 498 50C | 5L: 47E  47FE | 497 467 AL | 45E 447
Nominal central government debt (eop), net ofdp 51 488( 486 458 459 419 43 Ml 46T W36 419 742 415
Domestic (gros 268 | 216 | 284 248 51| 66 8L 41| 4E AL BE [ 07 2
Domestic (nef) 20| 27| 47 209 200 282 199 2] 20 188 208 180 12
Extemal 282 61| 289 249 249 46 44 B4 47 48 A0 AT 42
Memorandum items:
Nominal GDP (in Ksh hilions) 2458 2773 3184 3292 3205 3580 3836 3866 4011 4321 4384 4837 4916
Nominal GDP (in US$ millions) 32,091 336271 38316 37,844 37917 43056 44386 44735 47812 48947 49642 54267 55,159
Source: Ministry of Finance
BPS = Budget Policy Statement
BROP = Budget Review & Outlook Paper
1/ Updated in June 2011
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Annex Table 2: Central Government Operations 2010/11 - 2014/45 (in billions of Kenya Shillings)
20010 | 2010111 0112 01213 2013114 201415
Pov. | Pov, |Budge” Rev.Bgt BSP12 [BPSTIT BROP12 BPSW2 | BPSTf* BROP12  BPST2 | BROPT2  ppsy2
Est
TOTAL REVENUE 581 | 6675 | 7921 8043 7900 | 844 9226 9365 | 10099 10478 10112 | 11835 12002
(Ordinary Revenue (excl. LATF) 5075 | 6092 | 781 74T 7104 | 8145 8379 8403 | 906 9838 9772 | 10782 11078
Income tax 04 | 2687 | 281 313 3084 | 3339 69 I | A 4029 4223 | 4520 47149
Import duty (nef) “3 | 461 %6 566 %3 | 610 653 64.1 673 744 73 844 814
Excise duty 741 806 | 93 818 814 | 1067 971 %3 | 1206 1104 105 | 1244 1246
Value Added Tax 20 | 1719 | 283 1938 1920 [ 265 2388 2328 | 204 275t 284 | 362 w1
Investment income 84 114 183 136 136 160 137 169 167 154 181 1.3 203
Other RT | M0 | 76 61T 87 | 615 67.1 9 | 688 758 855 848 992
LATF 04 | 121 %3 153 163 178 187 194 198 212 22 28 250
Ministerial and Departmental fees (AiA) 02 | 462 | 586 643 643 | 623 66.0 678 | 694 728 ni 81.5 764
EXPENDITURE AND NET LENDING 763 | 819 | 10M3 10828 9984 | 11123 40475 41524 | 12106 12729 12862 | 14208 14373
Recurrent expenditure 5044 | 5847 | 6640 6907 6764 | 7020 7891 7603 | TM3 836 8425 [ 9126 9288
Interest payments 635 | 762 | 841 86.6 86.6 %9 1223 97.2 94 1078 1068 | 1089 1056
Domestic inferest 54 | 692 | 786 777 ni 911 103 8.5 g1 3 930 87.1 908
Foreign inferest 6.1 10 15 89 89 18 120 116 86 133 138 A7 147
Wages and benefts(ciil senvice) 1726 | 1985 | 2226 294 204 | 491 2536 2629 | 285 2851 257 | 3181 3299
Contribution to civil sevice pension fund 00 00 00 00 00 144 146 152 16.1 165 111 184 191
Ciil senvice Reform 00 00 00 00 00 02 00 00 02 00 00 00 00
Pensions efc 200 | 257 | U8 326 26 %2 382 w3 | M5 4 429 4.3 412
Other 1823 | 242 | 26715 2636 2493 | 431 2662 2836 | 2195 3148 345 | M9 3540
Defense and NSIS %9 | 600 | 652 786 786 | 601 641 64.1 611 656 656 731 132
Development and Net lending 47 | 294 | 391 352 352 | 3066 3648 3702 | 4256 4180 4213 [ 4963 4935
Domestically financed 519 | 1804 | 235 1997 1947 [ 1993 1866 2308 | 2422 2491 818 | 2088 359
Foreign financed 605 | 670 | 1831 1829 178 | 146 1754 1366 | 1807 1660 1425 | 2035 1646
Net lending 23 23 26 26 26 21 27 28 28 29 29 30 31
Drought Expenditures 6.1 32 36 68 68 20 20 00 20 20 00 20 00
(Contingencies 00 00 05 00 00 56 100 50 6.1 100 50 100 50
(Consitution Reform 00 46 14 00 00 30 80 130 20 70 0 50 50
(Condifional grants to marginal areas (‘Equalization Fund") 27 00 3 36 36 36 43 43 49 50
Balance (commitment basis excl. grants) AT2 | 43 | 2192 2184 2083 | 278 2249 2157 | 2008 250 2150 | 2463 2284
IAdjustment to cash basis 00 04 20 20 00 00 00 00 00 00 00 00 00
Project grants 07 | 188 | 41 40 40 504 412 43 829 583 484 680 564
Programmme grants 00 00 00 11 11 00 00 00 00 00 00 00 00
Balance (cash basis including grants) 455 | 1259 | 2362 2283 602 | 675 1727 674 | 479 1668 1666 | -1782  ATMT
Statistical discrepancy RARN Y 00 00 00 00 00 00 00 00 00 00 00
FINANCING 1564 | 1102 | 2362 282 1602 | 1675 777 1674 | 419 1668 1666 | 178.2 mi
Net foreign financing 29 | 281 | 167 1661 %1 [ 187 1001 607 | 1009 1178 526 122 9.9
Project loans 08 | 482 | 1420 139 708 [ 1026 1262 84 | 007 1077 944 13654 1082
DA counterpart refinancing 00 00 00 30 00 00 00 00 00 00 00 00 00
Programme loans 00 00 00 00 00 00 00 00 00 00 00 00 00
Commercial Fin./Sovereign bond 00 00 00 521 521 4“1 00 00 204 4“1 444 42 46
Repayments due 87 | 05 | 258 %4 B4 [ 60 286 B2 | 203 M5 $6.2 379 363
Change in arears 14 1 00 00 00 00 00 00 00 00 00 00 00
Rescheduling/Debt swap 05 05 05 05 05 05 05 05 05 05 05 05 05
Privatization proceeds 0.0 00 00 00 00 00 00 00 00 00 00 00 00
Net domestic borrowing 1935 | 81 | 195 621 621 48 76 1067 | 469 489 141 5.0 748
Financing gap 00 00 00 00 00 00 00 00 00 00 00 00 00
Memo iems
External Debt 5691 | 7229 | 1927 8198 [ 8837 9362 9049 | 9917 10699 9224 | 11964 10517
Domesfic Debt (gross) 6603 | 7642 | 8836 8263 [ 935 8981 9331 | 10005 9470 10471 | 10030 11220
Domestic Debt (nef) 505 | 6305 | 7486 70 6926 | 8387 7643 7903 | 8807 8132 9133 [ 0693 988.2
Primary budget balance 930 | 497 | 481 AMT 736 | 685 -4 02 | 665 591 598 694 6.2
Devolved funds:
County Revenue Fund (15% of previous year's revenues) 1094 1074 1089 | 1222 1267 1303 1431 1499
Equalization Fund (0.5% of previous year's revenues) 36 38 36 41 43 43 49 50
Nominal GDP 24583 | 27731 | 31841 32052 32052 | 35887 38363 38665 [ 40115 43212 43825 | 48369 49164

Source: Ministry of Finance

Notes:

BPS = Budget Policy Statement

BROP = Budget Review & Outlook Paper
1/ Updated in June 2011
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Annex Table 3: Central Government Financial Operations, 2010/11 - 2014/45 (in percent of GDP)
200910 | 2010111 201112 201213 201314 21415
pov. | o |Budgel’ Rev.Bdgt BPS12 |BPS11” BROP12 BPS12 | BPSYf* BROP12 BPSY2 | BROP12  BpSy
TOTAL REVENUE 23% | W% | 09% | 244% | 240% | 49% | 240% | A2% | 252% | 42% | 244% | 45% | 246%
(Ordinary Revenue (excl. LATF) 206% | 20% | 226% | 20% | 216% | 27% | 218% | 220% | 230% [ 221% | 223% | 23% | 25%
Income tax 85% | 93% | 92% | 94% | 94% | 93% [ 93% 95% [ 94% | 93% 9.6% 9.3% 9.7%
Import duty (ne) W% | 7% | 7% | 1% | 1% | 1% 1.7% 1% | 7% | AT% 16% 1.7% 1.7%
Excise duty 30% [ 29% | 29% | 25% | 25% | 30% [ 25% 25% | 30% | 26% 25% 26% 25%
Value Added Tax 58% | 62% | 64% | 59% [ 58% | 66% [ 62% 60% | 67% [ 64% 6.4% 6.5% 6.3%
Investment income 03% | 04% | 04% | 04% [ 04% | 04% [ 04% 04% | 04% [ 04% 0.4% 04% 04%
Other 13% [ 15% | 18% [ 21% | 18% | 17% 17% 19% [ 17% | 17% 20% 1.8% 20%
LATF 04% | 04% | 05% [ 08% [ 05% | 05% [ 05% 05% | 08% [ 05% 0.5% 0.5% 0.5%
Ministerial and Departmental fees (AiA) 12% | 17% 18% | 20% 20% 17% 17% 18% 1.7% 17% 1.6% 17% 16%
EXPENDITURE AND NET LENDING 205% | 293% | 336% | 329% | 303% | 31.0% | 299% | 298% | 302% | 205% | 293% | 296% | 292%
Recurrent expenditure 205% | 214% [ 209% | 210% | 205% | 196% | 198% | 197% | 192% [ 192% [ 192% | 18%% | 18%%
Interest payments 26% | 27% | 26% [ 26% | 26% | 28% | 32% 25% [ 23% | 25% 24% 23% 21%
Domestic interest 23% | 25% | 24% | 24% | 24% | 25% | 2%% 2% [ 2% | 22% 21% 1.8% 1.8%
Foreign interest 02% | 03% | 02% [ 03% | 03% [ 02% | 03% 03% | 02% [ 03% 0.3% 0.4% 0.3%
Wages and benefits (ciil service) 0% | 72% | 70% | T0% | 70% | 6%% [ 66% 68% | 69% [ 66% 6.7% 6.6% 6.7%
Contrbution to civil senvice pension fund 00% | 00% | 00% [ 00% | 00% [ 04% | 04% 04% [ 04% | 04% 04% 04% 04%
Ciil senvice Reform 00% | 00% | 00% [ 00% | 00% [ 00% | 00% 00% | 00% [ 00% 0.0% 0.0% 0.0%
Pensions etc 12% [ 0% | 1% [ 0% | 1.0% | 1.0% 1.0% 0% [ 11% | 1.0% 1.0% 1.0% 1.0%
Other T4% | 81% | 81% [ 80% [ 76% | 68% [ 69% 3% | 70% [ 73% 1.2% 1.2% 7.2%
Defense and NSIS 23% | 22% | 20% | 24% | 24% | 17% 17% 7% | 15% | 15% 1.5% 1.5% 15%
Development and Net lending 87% | 79% | 125% | 1M7% | 96% [ 111% | 95% 96% | 106% [ 97% 9.7% 102% 10.0%
Domestically financed 62% | 54% | 67% [ 61% | 59% | 56% | 4% 60% | 60% [ 58% 6.4% 6.0% 6.6%
Foreign financed 25% | 24% | 57% | 56% | 36% [ 54% | 46% 35% | 45% | 38% 3.3% 42% 33%
Net lending 04% [ 01% | 0% [ 01% [ 0% | 04% [ 0.1% 01% | 01% [ 01% 0.1% 0.1% 0.1%
Drought Expenditures 02% | 01% | 0f% [ 02% | 02% | 01% | 0.1% 00% [ 00% | 00% 0.0% 0.0% 0.0%
(Contingencies 00% | 00% | 00% [ 00% | 00% [ 02% | 03% 01% | 02% [ 02% 0.4% 0.2% 0.1%
(Constiution Reform 00% | 02% | 00% [ 00% | 00% [ 01% | 02% 03% | 00% [ 02% 0.2% 0.1% 0.1%
Balance (commitment basis excl. grants) A% | 52% | -88% | 84% | 63% | 6% [ 5% | 56% | 50% | -52% | 49% | -51% 46%
[Adjustment to cash basis 0.0% 0.0% 0.1% 0.1% 0.0% 0.0% 0.0% 00% 0.0% 0.0% 0.0% 0.0% 0.0%
Project grants 08% | O7% | 13% [ 14% | 14% [ 14% 12% 12% | 13% | 14% 1.0% 14% 1.1%
Programmme grants 00% | 00% | 00% [ 00% | 00% [ 00% | 00% 00% | 00% [ 00% 0.0% 0.0% 0.0%
Balance (cash basis including grants) 64% | -45% | T4% | 69% | 49% | 4T% | 46% A% | 3% | -39% -3.8% -3.7% -3.5%
Statistical discrepancy 00% | -06% | 00% [ 00% [ 00% | 00% [ 00% 00% | 00% [ 00% 0.0% 0.0% 0.0%
FINANCING 64% | 40% | T4% | 69% | 4% | 4T% [ 46% A% [ 3% | 3%% 38% 3% 35%
Net foreign financing 09% | 1.0% | 37% [ 50% [ 30% | 33% [ 26% 16% | 25% | 27% 1.2% 25% 20%
Project loans 16% [ 7% | 45% | 41% [ 21% | 29% [ 33% 2% | 27% | 25% 24% 28% 2.2%
DA counterpart refinancing 00% [ 00% | 00% [ 0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Programme loans 00% [ 00% | 00% [ 00% [ 00% | 00% [ 00% 00% | 00% [ 00% 0.0% 0.0% 0.0%
Commercial Fin./Sovereign bond 00% | 00% | 00% 16% 16% 12% 0.0% 0.0% 0.5% 10% 1.0% 0.5% 0.5%
Repayments due O8% | -07% | 08% [ -08% [ -08% | 07% [ A7% | O7% | 07% | 08% | -20% [ -08% | 07%
Change in arears 01% | 00% | 00% [ 00% [ 00% | 00% [ 00% 00% | 00% [ 00% 0.0% 0.0% 0.0%
Rescheduling/Debt swap 00% [ 00% | 00% [ 00% [ 00% | 00% [ 00% 00% | 00% [ 00% 0.0% 0.0% 0.0%
Privatization proceeds 00% | 00% | 00% [ 00% | 00% [ 00% | 00% 00% | 00% [ 00% 0.0% 0.0% 0.0%
Refinancing - Telkom 00% | 00% | 00% [ 00% | 00% [ 00% | 00% 00% | 00% [ 00% 0.0% 0.0% 0.0%
Net domestic borrowing 54% | 30% | 38% | 19% | 19% | 14% [ 20% 28% | 12% [ 11% 26% 12% 1.5%
Financing gap 00% [ 00% | 00% [ 00% [ 00% | 00% [ 00% 00% | 00% [ 00% 0.0% 0.0% 0.0%
Memo items
Total public debt (nef) 362% | 488% | 45.9% | 434% | 431% | 47.9% | 443% | 4% | 467% | 436% | 419% | 427% | 415%
Domesic Debt (gross) 269% | 276% | 27.8% 251% | 266% | 234% | 4% | 249% | 219% | 239% | 207% [ 228%
Domesfic Debt (nef) 20% | 21% | 235% | 23% | 210% | 282% | 199% | 207% | 220% | 188% | 208% | 180% [ 20.1%
Primary budget balance 38% | 8% | 48% | 4% | 22% | 9% [ 4% | A8% | 4% | A% | A% | 4% | A%
Devolved funds: 00% [ 00% | 00% [ 00% [ 00% | 00% [ 00% 00% | 00% [ 00% 0.0% 0.0% 0.0%
County Revenue Fund 30% | 28% 2% [ 30% | 2% 30% 30% 30%
Equalization Fund 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%
Judiciary Budget 01% [ 03% | 03% | 03% [ 03% | 03% 03% | 03% [ 02% 0.2% 0.2% 0.2%
Parliament Budget 03% | 03% | 02% | 02% | 03% [ 03% 03% [ 03% | 03% 0.2% 0.2% 0.2%
Nominal GDP 100.0% | 1000% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 1000% | 100.0% | 100.0%
Source: Ministry of Finance
Note

BPS = Budget Policy Statement
BROP = Budget Review & Outlook Paper
1/ Updated in June 2011
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Annex Table 4: Recurrent Sectoral Ceilings for the MTEF Period 2012/13 - 2014/15 (KShs. Million)
2010111 Estimates| ~ Printed| ~ Revised| Baseling]  Celling Projections
NAVE OF SECTOR pined] Approved] 2011112 20112|  20213|  20t2i13|  20i3it4] 2014l
501 | AGRICULTURE AND RURAL DEVELOPNENT Gross wps| o] omr|  mest| 1| msgsa| 24| 3040
ATA 5T ) 0 I I ) I
e wus| e ams|  auo|  zse| 59| M| 288
Of Which | Seeres stee|  sem| om| woes| 98| w037| wem| 1098
Grens & Transfers 860 omt| oses| om| oo w0 nus| 106
Others age|  3e3|  3ws| 35| w0 48| 4sm| e
502 ENERGY, INFRASTRUCTURE & CT Gross wot|  ais| seln|  sen| 5820  eAge0|  esgse| 74016
AA n|  wsw|  ame|  ewe| wid| sms| S| 56w
Nt 958  w055| 13309| w0%| wus| ;37| 15| 18478
Of Which | Seeres RN Y ) I ) I A
Grens & Transters wu|  ms|  mew|  mms|  aas|  saae|  egm| w05
Others 57| 51| 41| 3mt| s e 7aw| 816
GENERAL ECONONIC, COMNERCIAL AND LABOUR AFFARS

503(GECLA) Gross 746 80| sgi6|  omo|  oge| 10062 1006|1067
A w| @]  w| s ws| wms| |
Net 78| 7see| 34| sar|  9sm| 9| mie| 1o
Of Which: | Seleries 158 68| i3] iee| uit| e 1| g
Grents & Transfers R IR S I I T R
Otrers P I Y I T S A )
504 HEALTH Gross B4 38| 59|  43m9|  46684|  41B00|  50165| 5326
ATA 3o e8| s 3me| e[ 3| 4] 4%
Net am| nws| | pewr| nme| 89| 5[ 888
Of Which: | Salries | | weu| mms| uew| uus| | n@

Grents & Tansfers Le|  ;e|  nse|  1mee| e won| w15

Others 59| san| o  euss| 38| eees| eom| eew

505 | EDUCATION Gross mpe| 10| isa7ie| lo78|  197083) am02| 21504 2347
AA 2| 1859 18e9| 18s0| ieas| w9mr| wogm| 200w

Nt 4| 15645 166020 1o198| 17ese0| 1eadre| 1sugms| 03178

Of Which | Seeres sot| toot0t| 10894 w13 wsg0| w94m9| 1334|1765

Grens & Transters ) I Y I ) G G A

Others 2| am| wuo|  ums| 2| 76| mem| 34

506 | GOVERNANCE, JUSTICE, LAW & ORDER Gross 60053  aum| o 4| 1aw| 32| 91| 100089
AA 0 I Y ) 5 I R

Nt oaeod|  moem|  orwt| 10| 14| wsom|  wnom| 99T

Of Which | Seleres au| sose| srer|  sma|  eon| e 04| a3

Grens & Transters s agm| a0| awe| 48| 4B9| 46| 4419

Otrers am| s s  mwe| Bee| 05| we| B

507 PUBLIC ADMINISTRATION & INTERNATIONAL RELATIONS Gross ssig|  sam|  deee6| star| a5  segke|  Ge1| 60
ATA gl oo o[ | eu| 1| wm| 1%

N seor| 209 dpseo| comat| sipm|  ssoe| samm| s

Of Which | Seleries weo | ue| 1610 119 1378 we0| we| 15108

Grents & Tansfers o8| 6% te76| 26| sae| o] w0s[ 21

Others am|  uvaue| us| vws| we| uws| Bes| 4w

508 | NATIONAL SECURITY Gross 5686| 5034 65163  7850| 64062| 64283 Gre0r| esuL

ATA wm e - . . . . .

Net 56263| 92| 5163 78560| 64062| 64283 Gre0r| eaouL

Of Whic: | Seleries ss| e s e | e ew| s

Grens & Transters sar2| eed| eadt| et o3| e8| o] eodld

Others s s w| w| w| | m W

509 SOCIAL PROTECTION, CULTURE AND RECREATION Gross 5| 169 1o%6| 20| 181%| 1888L|  m07| 24085
AA w s s w| wm| m| w|

Nt woed| 60| topor| 28| 80| 18s62|  7%6| 20

Of Which | Seeres 269 am3| g a3 o[ 30| am| 35w

Grens & Transters 5] s oms| oms| e8| a5 sa| 108

Others 1| am| o] et vem| swr| oomr|  omt

Gross sws| oms| wuo| wen| wes| wer| wim] wm

510 | ENVIRONMENTAL PROTECTION, WATER AND HOUSING (EPW&H)

AA 24T 3w o6 ams| 25| 3ms|  sme| 34

N oses|  com| ae|  twr|  sue| ear| eiu|  oxe

Of Which: | Seleries 27| 29| 319 36| 3| 30| 3sm| 3

Grents & Tansfers 3] ates|  aee|  ams|  aoe| amoo| 4su|  ap

Otrers 2| agst|  sos|  amt|  sam| see0| 40| ase

TOTAL RECURRENT Gross sagrs| 4onse3| esanea| S| ee4d08| eosl7| eared| eeriat
ATA 78| Tog| T3] wdse|  7aeet|  egse|  esger| e

e sieote| 42@78| dea0o0| soase| slauar| smedr| sm7R| G907

Of Wihich: | Salries 19975 | 2603 5384 a01i3| amase| | |

GrnisgTransfers | 20152 198314 220079 243198| 22948| 241563| 2selit| 265219

Others B7| %9 100557 108611 1000| 123%| 1255|1376
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Annex Table 5: Development Sectoral Celings for the MTEF Period 2012/13 - 2014/15 (K Shs. Million)

NAME OF SECTOR 0011 Estimates|  Printed|  Revised| Baseling|  Celing Projections

Printed| Approved] 2011112 01213| 201213| 201213 201314 | 201415

501| AGRICULTURE AND RURAL DEVELOPMENT 610ss 0259) B85 B102] 00| 34| %09 7903|2968
GOK 176 W92| 1416| 1569 137%2| 13792 1% 13l

Loans 506 523 675 632 38| 55| 5AI| 55

Grants S0U[  550( 41| 6973] 5818 65L2| 6MT| 6786

502{ ENERGY, INFRASTRUCTURE & ICT 610ss 140062 120545| 170484) 163401 152039| 166103| 178976| 188,740
GOK 66568| 66249) 7AL76) TLROL| 74Pl6| TARN| 7556|9657

Loans §0516] 42154) 86307) 80768| e5371| 80768 80768| 0768

Grants IB/L[ 578 4973] 533| B0BD| 54| 58| 5L

Local AHA T 44| A08|  S6T9)  A92|  S0R) S| 52

GENERAL ECONOMIC, COMMERCIAL AND LABOUR AFFAIRS

503(GECLA) G10ss 13648 13761 12133) 10440 1242) 128%| 13204 13440
GOK 030 S086| T9BL) 0] BTS) BT Q04| 9
Loans 208 30| 31| 24w 28| 31| 3AT| 34

Grants 129 145) 60 70| %6 68 6% 658
Local A ) ) - - - 1 - 1 )

S04 HEALTH Gross 1991 20169 2575 2893( 20465 20202 0874|3209
GOK 6879 88| T2 T3] TEBA|  TEBA| 96| 10560
Loans 435 386 60200 83| 600 81 81L[ 81
Grants 8677 TA0| L33| 13A07|  TiR2| 13d0T| 1340|3407
05| EDUCATION Gross 1735 180%| 1760| 28149 2019 24812 2632| 281
GOK 220 D54 950| 928| 103%| 10802| 42| B
Loans 208 23| 67| 108%| 82| 108%2| 108%2( 10892
Grants 208 38| 22| 308| 3805 308 308 3028
06 GOVERNANCE, JUSTICE, LAW & ORDER Gross 053] 80| L4 76| 3L 1659 18319 19734
GOK BAIT|  TAOT| LLGH0|  93%| 14463 15673 17560( 18780
Loans bl bl - 60 - - - -
Grants 805 82| 134 1284 8 886 819 %
507) PUBLIC ADMINISTRATION & INTERNATIONAL RELATIONS Gross 18 BTG 7429 50189| 47609| 50368| SL8LT| D436
GOK 836 BHG| 63| 42030] R RIM| BB 30,106
Loans 32| 44| 78| 8307|620 896 6l6L[ 630
Grants 96| 100%6| 9%7| 87%9| 8573|925 BE%| B8
509) SOCIAL PROTECTION, CULTURE AND RECREATION Gross 1744| 17961| 15718| 17089| 20le4| 18287| 2070|3007
GOK 6803| TEBA| TS| 73| TEE0| TE60| 10%6L| 11548
Loans 6366|6444 5827 630| 6733 699 6485 6864
Grants 4065|384 236| 332|  6TIL|  3GAT| 42| 45%
510] ENVIRONMENTAL PROTECTION, WATER AND HOUSING (EPWEH) | Gross NA6| 40| MM4) 3103|3489 36/L|  3Bo6T| 4100

GOK 658 15783| 1039 179%| 2| 1778|1985 22404
Loans 5L 15%2| 2033) 1356 13331 13572 1354| 136U
Grants AGB[ 56| 4602) 556 428 55| 5588|5610
TOTAL DEVELOPMENT Gross S0%7( 3001902| 306208) 3B0036) 3H2234| 3BLAN| 40822| 430578
GOK 17032 167613 208772| 167500 187.246| 189.117) 219648 | 239609
Loans 02722 G882 | 142412) 136%6) 112807) 138290| 134708| 135403
Grants 040 B78) 41808 4832| 46%0| 4839| 4B33) 493M
Locl AFA | 7402|7619 5193] S84 52| 57| 54| 6167
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Annex Table : Total Expenditure Ceilings for the MTEF Period 2011/12 - 2013/14
NAME OF SECTOR 20101 2011/12 2011/13 201314 2014/15
Prinfed| Revised Prinfed Revised Baseline| Ceiling Projection
501 [AGRICULTURE AND RURAL DEVELOPMENT Gross 42,885 47341 47849 52985 47,572 52013 55316 60,141
502 |ENERGY, INFRASTRUCTURE & ICT Gross 189,093 168650 226595| 219002| 211208| 230783 247831 262856
GENERAL ECONOMIC, COMMERCIAL AND LABOUR
503 |AFFARS Gross 21,344 21,802 20949 19469 2.9 20957 23910 24113
504 [HEALTH Gross 55,156 51317 64314 72751 68,149 77002 81,059 85,364
505 {EDUCATION Gross 190204 193109 202338 | 213877| 220042| 229015 240866 | 251,314
506 |GOVERNANCE, JUSTICE, LAW & ORDER Gross 78,606 90019 110646 106133] 118158 120911 115,761 119,834
PUBLIC ADMINISTRATION & INTERNATIONAL
507 [RELATIONS Gross 95,697 89176 124075| 110531 100,181 107334 109949 14471
508 [NATIONAL SECURITY Gross 56,686 50394 65,163 78,560 64,082 64,283 67,601 68,041
509 [SOCIAL PROTECTION, CULTURE AND RECREATION  [Gross 31,651 34170 35,625 38091 39,356 36968 463 47,102
ENVIRONMENTAL PROTECTION, WATER AND
510 [HOUSING Gross 48,501 47418 54,453 47,707 45,505 18478 51,140 34,475
TOTAL 809,842 | 799455 | 952,008 | 959074 | 936,543 | 989,744 | 1,036,069 | 1,087,710

2012 Budget Policy Statement Page 68



Annex Table 7: SECTOR PROGRAMMES AND BUDGETARY ALLO CATIONS, 2012/13-2014/15

Programme ceiling Projection

AGRICULTURE AND RURAL DEVELOPMENT 52,013 55,31p 60,141
0101] Policy, Strategy and Management of Agriculture 3,229 3,152 3,406
0102| Crop Development and Management 19,371 18,61p 19,942
0103| Agribusiness and Information Management 2,124 2,219 2,812
0104 Livestock Resources Management and Development 8,444 9,01 9,230
0105| Cooperative Administrative and Support Services 489 209 21}
0106 Cooperative Development & Management 1,24( 1,299 1,409
0107| Land Policy and Planning 4,239 4,73 5,471
0108| Forestry and Wildlife Policy regulation andamalination 51 52B 5716
0109| Forestry Development, research and Management 2,635 3,651 3,31
0110] Wildlife Conservation and Management 2,247 1,608 2,398
0111] Fisheries Development 3,029 5,00 5,799
0112|Research & Developme 4,459 5,27 5,586

ENERGY, INFRASTRUCTURE & ICT 230,78 247,83 262,85
0201 Local Authority Management and Development 27,48 29,483 32,08}
0202| Road Development, Maintenance and Management 107,46 114,0p7 119,97]
0203| Transport Management and Safety 5,14 4,84 4,84}
0204 Transport Infrastructure Development 13,77p 13,389 14,114
0205| National Electrification 56,87 62,18] 65,26}
0206| Renewable Energy Resources 698 Th2 74
0207| Petroleum Exploration and Distribution 1,82D 1,811 2,29
0208| Centralized Support Services 98 1,12 1,15
0209] Information and Communication Services 2,358 1,804 2,014
0210] ICT Infrastructure Development 3,728 5,1p7 5,42
0211| General Admnistration services 63 47] 48]
0212 Metropolitan Infrastructure and Services 2,36p 2,8p2 3,31
0213| Government Buildings Services 4.21b 5,682 6,44
0214| Coastline Infrastructure and Pedestrian Access 1,11 1,69 1,90
0215| Procurement, warehousing and supply v 71 5
0216] Construction Standards and Research 9P 2p0 30
0217 General Admnistration services 80[L 1,2p0 1,29
0218 Research & Development (ICT) 1,15p 1,160 1,15

GENERAL ECONOMIC, COMMERCIAL & LABOR AFFAIRS 22,95} 23,91 24,11
0301] Integrated Regional Development 6,85¢ 7,05 7,15
0302 Promotion of Best Labour Practices 1,301 1,35/ 1,37
0303| Manpower Planning, Development andUtilization. 1,50( 1,65 1,75
0304 Policy, Planning and Administration 40 40! 42
0305] Productivity Improvement, Measurement and Pt@mo 8] 8 8
0306| Trade Development and Investment 2,99] 3,07 3,07
0307| Co-ordination of East African Community AffairsKenya 1,34 1,66 1,62
0308] Tourism Development and Marketing 3,104 3,25 3,25
0309 Industrial development and Investment 4,05¢ 3,901 3,90
0310]Industrial Research & Developmi 1,304 1,45l 1,45

HEALTH 77,002 81,05¢ 85,36
0401 Curative Health 38,155 40,504 43,43
0402| Preventive and Promotive Health Care Services 37,324 38,949 40,254
0403|Heath Research & Developm 1,52¢ 1,607 1,67¢

EDUCATION 229,01 240,86} 251,31
0501| General Administration & Planning Services 7,86 8,31 8,63
0502| Basic Education 17,48 19,54 20,68}
0503] Quality Assurance & Standards 4,21 4,15 7,217
0504 Secondary & Tertiary Education 19,95 24,64 24,97
0505| General Administration & Planning Services 1,80 1,79 1,82
0506 University/Tertiary Education 59,23 60,13} 61,87
0507 Research, Science, Technology and Innovation 2,02 2,05 2,08
0508 General Administration & Planning Services 2,20 2,23 2,78
0509]| Teachers Services 114,23 117,99 121,17
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GOVERNANCE JUSTICE LAW AND ORDER 120,911 115,761 119,834
0601 Policing Services 48,447 50,204 51,331
0602 | Administration and Field Services 13,332 13,539 14,019
0603 National Campaign against Drug and Substancséb 350 364 384
0604 | Government Printing Services 696 633 639
0605| Policy, Management and Support Services t@ffiee of the Vice Presidency 1,185 1,510 1,544
0606| Correctional Services 15,069 15,530 16,333
0607| Betting Control and Lottery Services 214 219 364
0608| Legal, ethics, Integrity ,National cohesion andstitutional reforms 1,128 1,140 1,353
0609| Policy, Planning and Management services 1,609 1,365 1,313
0610| Legal Education Programme 389 339 354
0611| Legal Services to Government and Public 1,906 1,702 1,794
0612 Anti-Corruption Programme 1,889 2,014 2,117
0613| Population Registration Services 6,433 6,887 7,147
0614| Immigration Services 2,120 2,200 2,261
0615| Policy Formulation and Coordination for Immigwa and Population Services 388 394 514
0616| Public Prosecutions Services 791 1,129 1,177
0617 |Implementation of the Constitution 532 554 573
0618| Registration, regulation and funding of potitiparties 335 334 334
0619| Human Rights Programme 264 344 354
0620 Management of Electoral Process in Kenya 13,634 4,853 5,001
0621 | Professionalism and Accountability in Policev@es 300 350 404
0622 |Dispensation of Justice 9,775 10,025 10,419
0623|Promotion of Gender and equality 125 125 12§
PUBLIC ADMINISTRATION AND INTERNATIONAL RELATIONS 10 7,334 109,949 114,473
0701] Management of State Affairs 1,750 1,824 1,881
0702| Human Resource Management and Development 6,198 6,234 6,579
0703] Coordination and implementation of Kenya'sifprgolicy 8,686 8,208 8,209
0704 | Rural Planning and Community Development 22,602 21,915 22,524
0705| Coordination of Policy Formulation and Impl ion of Vision 2030 1,24 1,353 1,53(
0706 Data collection and national statistical infation services 1,28p 1,430 1,644
0707| General Administration and Support Services’fanning 517 502 74
0708| Monitoring and Evaluation Services 179 219 221
0709| Administration, Planning and Support Services 12,891 16,787 19,95%
0710] Public Financial Management 21,537 23,012 21,767
0711] Economic and financial policy formulation andmagement. 1,41B 1,453 1,491
0712] Fair Trade practices and creation of an engblirsiness environment 1,446 1,481 1,269
0713] Cabinet Services 803 77Q 796
0714| Public Sector Advisory Services 5,153 2,584 2,619
0715| Administration of Human Resources in Publio/iBer 865 86 88(
0716] Audit Services 1,672 1,754 1,82
0717] Legislation and Oversight 12,100 14,129 14,634
0718| Coordination and Supervisory Services 2,214 721 731
0719] Control and management of public finances 531 363 381
0720] Policy on Revenue Allocation 445 402 423
0721] Salaries and remuneration management in tHe melvice 445 402 423
0722] Diplomatic Support and Management Services 3,267 3,420 3,817
0723] Ombudsman Services 83 13d 134
NATIONAL SECURITY 64,283 67,607 68,041
0801| Maintenaining and Safeguarding of NationauBigc 64,283 67,607 68,041
SOCIAL PROTECTION, CULTURE & RECREATION 36,968 42,634 47,103
0901 Policy and General administrative services 1,347 1,474 1,604
0902| Gender and Social Development 2,964 3,125 3,444
0903| Children Services 5,185 5,401 5,409
0904 | Disaster Management 11,232 12,344 14,93
0905| National Heritage and Culture 2,538 2,924 3,164
0901| Policy and General administrative services 968 979 1,00
0906 Youth Development and Empowerment Services 8,079 9,154 9,943
0907| Management and development of Sport and Spailities 1,685 1,744 1,827
0908| Special Development Initiatives For Northermy@ And Other Arid Lands. 2,970 5,484 5,773
ENVIRONMENTAL PROTECTION, WATER AND HOUSING 48,478 51,14Q 54,474
1001 | Water Policy and Management 1,130 1,193 1,284
1002| Water Supply Services 19,633 21,692 22,911
1003| Sewerage Services 232 369 401
1004 | Water Resources Management and Storage 6,030 6,759 7,66
1005| Irrigation and Drainage Infrustructure 8,949 7,52]] 7,344
1006| Administration and Suport Services 201 207 214
1007 Environmental Policy Development and Coordorati 555 520 584
1008 Environment Management and Protection 4,721 4,892 4,984
1009| Mineral Resources Management 622 599 599
1010| Meteorological Services and Climate Change 1,322 1,519 1,821
1011 Housing Development and Human Settlement 4,537 5,299 6,037
1012 Research & Development 545 577 623
TOTAL 989,744 1,036,074 1,087,709
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ANNEX 8: SECTOR PROGRAMMES, OUTPUTS, AND PERFROMANCE INDICATORS

PROGRAMME PROGRAMME OBJECTIVE PROGRAMME OUTPUT

MEDIUM TERM PERFORMANCE

INDICATORS AND TARGETS

AGRICULTURE AND RURAL DEVELOPMENT SECTOR

Policy, Strategy and | To create an enabling environmenbDevelopment of policies, legal notices o
Management of through appropriate policy, legal andand revision of bills

Agriculture regulatory frameworks

Crop Development and To increase productivity and managemergoil Maps developed .

Management by promoting competitive agricultureTraining of farmers on environment | e
through improved extension advisoryonservation

services, appropriate technology, angonstruct Water pans .
management of pests & diseases Groups Supported on Community .

Driven Food Security Improvement

Initiatives under NMK
New crop varieties released .
Agro Processing Technologies .

Agribusiness and To promote sustained growth in

Information agriculture based on market and product developed and promoted
Management development and information Bulk procurement of Fertilizer .
Market prices Published in daily .
newspapers
Cooperative To improve governance and managemefinhanced corporate governance .
Development & of cooperative society.
Management
Cooperative Marketing To enhance capacity building for valueNo of societies doing value addition | «
additon and market access |in
cooperatives
Fisheries Development  To maximize the contributibtisheries| Increased mariculture production .
to the achievement of national
development goals especially poveltyncreased acreage of land under .

reduction, food security and creation ohquaculture production

employment and wealth Increased fish production from .
aquaculture
Increased fingerlings supply to farmerse
Farmers trained in fish farming .
husbandry

Management and To maximize the contribution ofdigds | Compliance with fisheries managemzant

No. of legal notices and policies developed

No. of Soil maps developed
No. of farmers trained

No. of water pans constructed

Project Reports on no. of communities
supported

Types of varieties released
No. of technologies released

Metric tonnes of fertilizer procured

information on agricultural commodity
prices
Reduction in pending cases by 30%

5 value chains developed

Per capita consumption of mari cultured
fish and fish products

Hectare of land under aquaculture
production

Metric tons of annual aquaculture
production increased by 2012/13

No. of fingerlings supplied to farmers
No. of fish farmers trained

Compliance levels

71|Page



Development of
Capture Fisheries

Land Policy and
Planning

Livestock Resources
Management and

to the achievement of national standards

development goals

Conservation and restoration of .
fisheries stock and critical habitats
Ecosystem based fisheries .
management plans

Fish safety and quality assured .
Reduced post harvest loses .

To create a conducive environment for | Comprehensive National Land Policy
land administration and management | and Kenya Constitution 2010

implemented

National Land Information System .

developed

Kenya National Spatial Data .
Infrastructure Framework

Deed plans prepared .

National topographical and thematic | «
maps updated

Students trained on surveying and .

mapping

Landless families settled .
Adjudication sections finalized .
Land adjudication and boundary .
disputes resolved

Issuance of title deed .

Assets valued for stamp duty purposes

To create a favourable policy and legdivestock vaccinated against notifiable o

framework

for

the

sustainablediseases

Number of fisheries critical habitats
gazette

Number of species specific management
plans implemented

2000 samples of fish collected and
submitted to the laboratory for analysis
Six national inspections and twenty seven
spot check inspections conducted

3 laboratories made operational

12 fish auction centers established

6 solar driers established

480 fish handlers and farmers trained

60% of National Land Policy and Kenya
Constitution 2010 recommendations
implemented

No. of land legislations enacted

60% of National Land Information System
developed

80% of Land records safeguarded and
digitized

60% of Kenya National Spatial Data
framework Developed

30,000 deed plans prepared

30 National topographical and thematic
maps updated

390 regular students trained on surveying
and mapping

36,000 families settled

90 Adjudication sections finalized

39,000 Land adjudication and boundary
disputes resolved

510,000 title deeds registered and issued
60,000 Stamp duty cases valued

No. of livestock vaccinated against
notifiable diseases
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Development development of the livestock industry. | Epidemiological Surveillance Systems « 47 Epidemiological Surveillance Systems

(ESS) established (ESS) established in the counties
Farmers Trained on Sanitary and * No. of Farmers Trained on Sanitary and
Phyto-sanitary measure Phyto-sanitary measures of honey to

enhance access to market
Farmers and Pastoralists reached « No. of Farmers and Pastoralists reacheco

during field days, Shows and during field days, Shows and Exhibitions
Exhibitions
Quiality breeding animals for farmers| « No. of Quality breeding animals for
produced farmers produced
Artificial Insemination Service « No. of Artificial Insemination Service
providers in the Country licensed providers in the Country licensed.
« No. of Genetic importers in the country
licensed
Range lands rehabilitated « Acreage of Denuded rangelands
rehabilitated

Slaughter houses countrywide * No. of Local slaughter houses countrywide
categorized and graded. categorized and graded

Forestry and Wildlife | To coordinate and provide policy Forestry policy and regulations » Approved Forest policy and regulations

Policy regulation and | guidance to the technical agencies in the

Coordination forestry and wildlife development and

management
Forestry Developmeni To generate knowledge and technologiesNo. of ha of gazetted forest » Gazette additional 25,500 ha
& Management for forest development, management arid « 2,500 rangers have undergone Paramilitary
utilization. Uniformed forest rangers trained training.

Developed partnerships with * No of partnerships developed
international orgs and development
partners

Rehabilitate degraded natural forest; « 100,000 ha rehabilitated to improve the
environment

soil, water and biodiversity « Enrichment planting of 12,500 ha of

conservation indigenous forest

Policy in natural forests

conservation and management

analyzed * 1 Analysis report adopted
forest plantation e Establishment of 15,000 ha industrial forest
plantation
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Wildlife Conservation
& Management

To coordinate and provide policy
guidance to technical agencies.

ENERGY, INFRASTRUCTURE & ICT

Local Authority
management and
development

Road Development,

Improve service delivery in LAs by
providing support in infrastructure and
physical facilities development, and
reforms in financial administration and
management

To expand, rehabilitate and raizirthe

Dry lands forest products developed | «

Drought tolerant trees for adaptation toe
climate change developed

Biomass energy species developed | «

Improved road network .
Incidence of human wildlife conflict
reduced

Visibility of KWS parks, Number of
parks branded

Number of kilometres done within the «

At least 3 products developed certified
and deployed each year

Drought tolerant trees of 3 species
identified

At least 5 demonstrations with various
species established

Rehabilitate 1,500 km of forest roads

80% Response rate to human wildlife
conflict issues

Parks branded

2600 km of road routinely maintained

parks

No of ranger houses 2 airstrip upgraded to bitumen standard

constructed/rehabilitated (Voi, Ruma)

Schools attending the ecology « Ecology outings conducted for school,

programme groups- 400

Schools attending regional rallies + Mainstreamed materials on ecological
aspects of produced 30,000

Youths trained in tourism and wildlife, 300Youths trained

management courses

No. of slums upgraded » 2 Slums upgraded in Kilifi and Mtwapa

Integrated Urban Development Plans

LAs provided with fire fighting, .
search and rescue equipment
No. of Landfills constructed .

No. of Bus Parks and storm water
drainage projects completed
Beneficiaries provided with Vocational «
Training and Education

No. of Market Hubs completed and inj «
operation .

No. of bridges new paths constructed

28 Integrated Urban Development Plans for
ongoing Towns developed, 11 new towns
established

10 LAs provided with fire fighting, search
and rescue equipment

3 Landfills constructed

7 Bus Parks completed, 2 storm water
drainage projects completed

300 beneficiaries provided with Vocational
Training and Education in 20 Counties

3 Market Hubs completed and in operatign
8 Wholesale & 20 Retail Markets
completed and in operation

7 bridges constructed & 14 new paths
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Maintenance and
Management

road network in addition to building
capacity for road construction

Transport Management To develop and review policies and

and Safety regulatory guidelines that guarantee
provision of efficient, safe and reliable
transport services

Transport To develop, expand and modernize

Infrastructure transport infrastructure system to

Development facilitates efficient trade and mobility

National Electrification| To increase access to electricity and
power supply

Kilometres of roads rehabilitated &
maintained

Kilometres new roads constructed
Number of Transport Policies,
guidelines and legislations
Functional Integrated Transport
System

Maritime convention ratified and
domesticated

% Reduction in number of roads
accidents and incidences
Improved Efficient in Railway
Transport Services

Maintained secure and safe airspace

No. of airstrips rehabilitated
Number of metres dredged
Docking of post panamax vessels
Number of Kilometres of existing
Railway Line upgraded to Standard
Gauge

Number of berths developed in Lamu

Port

Improved and modernized Jomo
Kenyatta International Airport

Number of TEUS in million handling
capacity

Length (Km) of electricity

transmission lines constructed and sub

stations constructed

constructed

482 km rehabilitated & 1600 km
maintained

133,710 routinely maintained

930.2 km maintained under Roads 2000
572 km of new roads constructed
Transport Policies, guidelines developed
and legislations initiated.

. Developed Transport Integrated
Management System

4 Maritime Conventions Ratified and
domesticated

Updated and modernized Maritime Laws
Reduced road accidents and incidences by
50%

% Increase of tonnes of Cargo transported
by rail

% Increase of people using railway
transport annually

Number of International Airlines using our
airports/airspace

6 Airstrips Rehabilitated

Dredged Mombasa Port to 16 Metres

Upgraded existing Railway Line to
Standard Gauge (Mombasa to Malaba
1200 km)

3 Berths developed in Lamu Port

% Increase in annual handling capacity
from the current 2.5 million passengers
Expanded Mombasa Container Terminal
facilities to a capacity of 1.2 million TEUS
per annum

Kilimambogo - Thika - Githambo Line
27km , Loiyangalani 400kV and Suswa,
Thika - Kiganjo (Gatundu) Line 40km,
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Renewable Energy
Resources

Petroleum
Exploration and
Distribution

Metropolitan
Infrastructure and
Services

Government Buildings

Coastline
Infrastructure and

Additional geothermal power .
Delineated coal blocks and wells .
drilled

No. of Rural public institutions .

connected with electricity
To develop renewable sources of energy No. of puhlildings on efficient
lighting system.

Updated Wind Atlas Program .

Research on Alternative Energy .

Technologies including Mini Hydro
Security of Fossil Fuel Resources No. of geologsca/ey and technical| «

reports completed
Gravity survey and technical reports| e

completed
To enhance infrastructure connectivity | Metropolitan infrastructure and .
and accessibility, safety and security amenities
within the metropolitan area .

To provide a better Working EnvironmentNumber of projects completed/handeds
and ensure efficient use of Government, over

Investment. Number of DWOSs’ constructed .
Number of units to be electrified .
Number of arrestors installed .
To protect land from sea encroachment| Meters of sea wall completed .
and provide an alternative transport to | Number of jetties Completed .

supplement road transport.

Olkaria - Lessos - Kisumu Line-300 km,
30 MW at Menengai Wellheads
Delineation of coal blocks in Karoo belt in
coast region

Six coal exploratory wells in block A and
B

1,095 public institutions connected

Implementation of efficient lighting systern
in 10 selected public buildings

Wind Resource Atlas Program

Feasibility report completed

Geological survey in unlicensed blocks ir
Lamu Basin.

Geophysical survey in unlicensed blocks |of
Lamu Basin

Construct 11 kms. of bitumen road with
the width of 3.5 meters

Provision of 10 Km Non-Motorized
transport facility

Install 500 street lights

20 floodlights constructed

Metro LAS equipped with fire fighting
equipment

Installation of CCTV cameras

Fire fighting equipment procured

Solid waste management program
Constructing modern markets parks

40 District Head Quarters to be completed

30 District Works offices to be constructed
40 units electrified to be electrified

4 lightening arrestors to be installed
1,300 meters of seawall to be completed

One jetty to be completed (Customs Jetty
Lamu)
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Pedestrian Access

Procurement,
Warehousing and

Supply

Number of footbridges Completed .

To ensure efficient utilization of common Number of Term Contracts Procured| e

user items

Construction Standards To ensure provision of improved building Number of research topics completed «

and Research

Information and
Communication
Services

ICT infrastructure
development

materials and methods in construction

To promote knowledge based society

To ensure the availability of accessible,
efficient, reliable and affordable ICT
services in Kenya

No. of Busifeesess Outsourcing |
(BPO) jobs created
No of institutions supported with IT
applications

No. of BPO Centers developed .
No of MDAs Branded .
No. of films material digitized .
%of registered Film and Video .
establishments

No. of films classified .

No. KNA stories disseminated and .
news features produced
Modernization and renovation of .
Facilities and Equipment

Establishment of film archive .

GENERAL ECONOMIC, COMMERCIAL AND LABOUR AFFAIRS

Integrated Regional
Development

Promote balanced, equitable, and
sustainable integrated basin based
development.

Regional development master plans | «
developed

Regional Data and Information Centrzs
established

Multipurpose dams .
Area planted with trees .

No. of tree seedlings produced and | «
planted

Water pans .

420 foot bridges to be completed

45 Term contracts procured

3 areas of buildings research to be
undertaken

1,000BPO jobs created

24 institutions supported with IT
applications

12 BPO Centres developed
50MDAs Branded
300film material digitized

100% registered Film and Video
establishments

2,800 films classified

120,870 KNA stories disseminated and 980
news features produced

5 Information offices refurbished and
various modernized mass media
equipment’s

Operation of the film archive

6 Regional development master plans
developed

6 Regional Data and Information Centre
established

5 multipurpose dams
1,000 acres planted with trees

6 Million tree seedlings produced &

planted
20 water pans

77|Page



Promotion of Best
Labour Practices

Manpower Planning
and Development

Trade Development
and Investment

Promote harmonious industrial relations Reported labour disputes resolved .
and safety at work.

Policy on Child Labour developed and «
implemented

Work places inspected .
Arbitrated reported trade disputes
Work injury benefits claims settled .

Enhance competitiveness of the country’sSEs exposed to local and .
workforce. international trade exhibitions
Industrial Training Centres refurbished »
and upgraded

Individuals trained in relevant .
industrial skills
Productivity Technical Service .

Providers trained
Productivity improvement conducted | «

Job seekers placed through the Public «
Employment System
To facilitate private sector led economic. Master plans and Designs of Special|
growth and a globally competitive trade| Economic Zones (SEZ)
and investment climate for transformation
of Kenya into a regional service hub and Exports to COMESA Region .
expansion of Kenya exports

Exports to EU markets .
Exports under AGOA framework .
Exports earnings to EAC markets .

Outreach programme to exporters

Designed and developed new .
products for exports

Cases Investigated and prosecuted

Jobs created in EPZs .

An average of 3 months/time taken to
resolve reported industrial disputes

Policy on Child Labour

13,000 workplaces inspected
1350 trade disputes arbitrated

73%age of work injury benefits claims
settled

1,800 MSEs exposed to local and
international trade exhibitions

5 existing Industrial Training Centres
refurbished and upgraded

6,500 individuals trained in relevant
industrial skills

250 productivity Technical Service
Providers trained

80 firms/ enterprises in which productivity
improvement is conducted

10,000 job seekers placed in employment

Master plans and designs developed for
Special Economic Zones of Mombasa,
Lamu & Kisumu

Value of exports to COMESA increased to
Kshs164.5 billion

Value of export earnings to EU Markets
increased to KSh 119.5 billion

Value of export earnings increased KSh
27.3 billion

Value of export earnings to EAC markets
increased to KSh 122.6 billion

90 Outreach visits to exporters conducted

30 exporters assisted to design and develop
new product for export.

600 cases of trade malpractices
investigated and prosecuted

73,000 jobs created in EPZs
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Coordination of the
East African
Community Affairs in
Kenya

Tourism Development
and Marketing

Industrial
Development and
Investment

Coordinate and monitor the
implementation of the East African
Community Council decision on all
programmes.

Coordinate the implementation of

Enterprises established in EPZs .
Exports from EPZs .

Customs Union Protocol and Customs e
Management Act implemented
Joint implementation of programmes| e
on the Political Pillar of EAC
integration

Macro-Economic Convergence .
Criteria developed

Increase in number of international .

activities that ensure sustainable tourism tourist arrivals

development.

Stimulate industrial technological
activities that will enhance product value
addition and diversification to ensure
product competitiveness and create
enabling environment for investment.

Increase in tourism earnings .
Increase in average spending per .
visitor

Increased bed-nights by domestic .
tourist

Re-choreography of songs .
Capacity building and Human .
resource development

Tourist establishments, hotels and .
restaurants inspected

Improved Tourism and hospitality .
standards
Processing projects started. .

One Village One Product (OVOP) in | «
all counties

Increased conformity of productsto |

standards in the market

Construction and equipping of two .

161 enterprises operating in EPZs

Value of exports earnings from EPZs
increased to 44 billions

Volume of cross border trade

80% towards zero tariff by 2015

Common Market Protocol operationalized

Number of Protocols on Political Affairs
negotiated and adopted

Agreed Macro Economic Convergence
Criteria, harmonized exchange rates, fiscal
and monetary policies.

Tourists arrivals increased to 1.8 Million

Earnings from tourism to increase to KSh
85 billion

Ksh.70,000 Average expenditure per
tourist

2.6 million bed-nights occupied by
domestic tourists

8 songs choreographed
1,325 graduates in hospitality industry

2,000 Hotels and Restaurants inspected,
licensed.

90 hotels and restaurants classified

Promote development of Kisumu Inland
Fisheries , Garissa Beef and Mombasa
Fruit Processing Cluster

3 project supported under OVOP per
County

7,500 products certified under large firms

2 regional laboratories constructed and
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Regional Laboratories and Offices equipped
Credit disbursed to MSMEs « KSh. 1.1 Billion Amount of credit
disbursed to MSME'’s

MSMIs linked with large enterprises 100 MSMis linked with large enterprises
Increased in production of e KSh. 15 million worth non-ferrous &
engineering materials & alloy steels ferrous engineering materials produced

Increased in production of agricultural « 100 5-Horse Power Pumps produced
& irrigation equipment

Promotion of Industrial To promote creation and development of Increase SMEs incubated * No. of Increase SMEs incubated
Research and manufacturing Micro, Small and Medium Technologies protected » 50 Technologies protected
Development Enterprises through Technology Increased technology transferred + 10 technologies transferred
development and Transfer. Technologies commercialized » 5 Technologies commercialized
Prototypes developed « 10 Prototypes developed
Productivity To develop and implement targeted and National Productivity Policy & Bill « Approved National Productivity Policy &
Improvement, research based productivity interventionsapproved Bill
Measurement and Productivity and Competitiveness « Productivity Centre of Kenya transformed
Promotion Commission Decree into a Productivity and Competitive
Commission
Productivity Technical Service » No. of productivity Technical Service
Providers trained Providers trained
HEALTH
Preventive and To increase access to quality and effectivdew Health Policy » Health Policy developed and finalized
Promotive health care | promotive and preventive health care | Increased access to quality health cares  Immunization coverage for 1 year olds
services services in the country services increased to 80%

« Ante Natal Care coverage (4 Visits)
increased to 50%

« Awareness on preventable diseases
increased by 20%

e Pregnant women receiving LLITN’s
increased

» TB cases reduced by 20%

« Eligible HIV clients on ARV’s increased

by 20%
Curative Health Improve the health status of the Kenya National Health policy » Health Policy developed and finalize
individual, family and community by framework
ensuring affordable health care services No. of women delivered by skilled » Deliveries by skilled health personnel
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Research and
Development

EDUCATION
General
Administration and
Planning

Basic Education

health personnel

No. of eligible patients on ARVs .
Morbidity due to malaria reduced .
To conduct and disseminate health Scientific Publications .
research findings for reduction of .

infectious and non-infectious diseases &nd
other causes of ill health.

To provide effective and efficient Operational structures for Education toe
linkages between the programs of the | achieve efficient and effective service
sector. delivery
Increased integration of ICT in .
education
To enhance access, quality , equity Schools provided with funds to cater| «
relevance of Education at all levels for learning materials, operational
costs and other school improvement
activities

Special schools, special units & regular
schools with special needs children
provided with specialized teaching
learning materials and assistive
devices.

Establishment of model inclusive .
schools in every county

Registration of Non Formal Schools

increased to 47%
Eligible patients on ARVs increased to
20%
Percentage of morbidity due to Malaria
reduced to 13%
No. of products patented/ commercialized
No. of innovations, publications and
partnerships

Strengthened educational management
agencies

47 county education offices fully equipped
and provided with transport

National ICT Innovation and Integration
Centre established

GER stabilized to 100% and NER 97%
respectively by 2015

Pupil Text book ratio of 1:1 in primary
schools by 2015

Improved completion and transitional rates
for SNE learners at all levels.

Increased percentage of special needs
children displaying knowledge and skills
stipulated in the curriculum

21,000 regular Primary schools
modified/improved to receive children with
special needs

At least model disability friendly schools in
every county.

Increased enrolment for the Non Formal
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Early Childhood
Development and
Education

To enhance access, quality , equity and
relevance of ECDE

Quality Assurance and To establish, maintain and improve

Standards

education quality and standards at
Primary, Secondary schools and PTTCs

Secondary and Tertiary To provide, promote and improve

Education

secondary education and learning in
Tertiary institutions.

and Non Formal Education centers
within NFE policy guidelines
Improved quality complementary
education in NFSs/NFECs for children
& youth who are not able to enroll in
formal primary schools

Mainstreamed ECDE into basic
education and the nutritional & health
status of children attending ECDE
enhanced

Teachers equipped with skills to
handle reviewed curriculum and
special needs pupils

Curriculum review to address the
provisions of the new constitution,
Vision 2030 and issues related to the
labour market.

Development of Education Resource
Center

Quality, monitoring and teacher
support enhanced.

Improved access to secondary
education for all including
disadvantaged students, (the poor,
orphans and vulnerable children)

Upgraded and rehabilitated of

pupils

1.7 Million hard to reach & un-reached
children & youth especially girls who are
out of school access quality education

Enrolment trends(increase from current
56% to 65% by 2015)

23,100 ECDE teachers employed (one
teachers per centre)

4000 schools including ECDE targeted fgr
immunization, de-worming, elimination of
trachoma, malaria and hygiene promotion
Mobile schools established and operational
in ASAL

18,000 teachers in-serviced annually

A new curriculum developed and
implemented.

Improved facility for research, design and
development of curriculum

Mean score increased from 245 to 250 in
35 selected districts

5% of the total national enrolment in public
secondary schools targeted for bursary
support

Improved secondary gross enrolment from
the current 53% to 60% in 2015

Student: textbook ratio in core subjects
improved towards 1:1

Transition rate for secondary education
growing at an average of 5 percent per year
from the current 72.5%.

ICT in secondary education enhanced

100 schools upgraded (30 schools
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Teachers Services

University and
Tertiary Education

Research, Science
,Technology and
innovation

To provide teachers to publimagrsi
schools, secondary schools, PTTC,
polytechnics and technical institutions

To Develop and promote access and
equity; Quality and Relevance in
university and Tertiary

secondary schools to national status

Improved quality teaching services

Improved access to university and
tertially education including

disadvantaged students (the poor,
orphans and vulnerable students)

To develop promote Research, Science, Number of research proposals financed

Innovation and Technology for high
value products and services

GOVERNANCE JUSTICE LAW & ORDER SECTOR

Policing Services

Administration and
Field Services

Government Printing

To provide a more secure living and

in various field of research national

technology skills and needs assessment

Enhanced crime detection and

working environment and reduce the costprevention
of doing business that is associated with Strengthened patrols to deter crime

insecurity

To promote and maintain peace,
coordinate government business, and
inculcate attitudinal and value change in
the country

To improve quality and printsgrvice to

Support to judicial process resulting in

successful prosecution
Improved physical infrastructure and
equipment
Improved collaboration in community
policing
Enhanced awareness of Government
policies in the field
Strengthened Peace building and
conflict management
Strengthened disaster response and
coordination.

printed government documents

annually)
18 existing national schools rehabilitated
by 2015
Percentage of institutions with improved
examination grades
Number of institutions with well-
functioning internal quality assurance
mechanism
Number of functioning TSC county units
Number of TSC district units
Increase annual admission to Public
University from the current level of 32,143
to 40,000 in 2013
Provide loans to 100,000 and bursaries to
25,867 students.
Complete R&D data base, conference and
exhibition for dissemination of research
results and innovation,
To finance eighty three research proposzls
in various field of research

Number of surveillance cameras/streets
installed /covered

Number of offences reported and detected
Number of criminal cases investigated

Number of modernized physical
infrastructure and equipment

Number of community policing units
operational

Number of public barazas held

Number of District Peace Committees
established and functional

Number of disaster preparedness and
response committees

Reduced throughput time

83|Page



Services

National Campaign
Against Drug Abuse
Authority

Management and
Development of Police
Services

Anti-Corruption

Protection and
Promotion of Human
Rights

Vice Presidential
Services

Correctional Services

the government

Increased capacity of government | «
press

To provide leadership for an all-inclusive Suppressed alcohol and drug supply| e

innovative collaboration in the
coordinated prevention, control and
mitigation of drug and alcohol abuse

To build an efficient, professional and
well-motivated national police service

To investigate cases of corruption and
economic crime, restitute corruptly
acquired assets, and educate public on

chain

Reduced demand of drug and .
substances in Kenya

Drug addicts rehabilitated , treated ande
counseled

Adequate police service establishmente
Motivated National Police Service .

Corruption and economic crimes casese
investigated

Corruptly acquired assets recovered | e

corruption prevention and promote ethidahnd/or restituted

practices.

To reduce systemic human rights
violations

Effective fulfillment of all the delegated
tasks by the President at all levels.

To contain and rehabilitate offenders in
humane and safe conditions in order to
facilitate responsive administration of
justice, rehabilitation, and social re-

Kenyans sensitized, trained, educated
and or enlisted to combat corruption

Broad based examinations targeting | «
MDAs carried out to seal corruption
loopholes

Institution/persons advised and .
assisted on ways to eliminate corrupt
practices and promote ethical practicas
Disruptive interventions on corruption e
networks accomplished

Increased practice and knowledge of|
human rights principles and standards
in public and private spheres

Fulfillment of all the delegated tasks | «
by the President

Identified offenders contained in safe «
custody

Identified offenders resettled and .
reintegrated back to the community

Number of documents printed

Annual reports on status of alcohol and
drug s supply chain

Annual reports on status of drug and
substance demand in Kenya

Number of drug addicts rehabilitated ,
treated and counselled

Police to population ratio

National Police service members’
satisfaction level

No. of Corruption and economic crimes
cases investigated

Value of Corruptly acquired assets
recovered and/or restituted

No. of Kenyans sensitized, trained,
educated and or enlisted to combat
corruption

No. of Broad based Examinations targeting
various MDAs to seal corruption loopholes

No. of Institution/persons advised and
assisted on ways to eliminate corrupt
practices and promote ethical practices
No. of disruptive interventions on
corruption networks accomplished
Increase application of human rights
principles and standards in the
implementation of the new Constitution;

Number of fulfilled tasks delegated by the:
President.

Number of offenders contained in save
custody

Number of offenders resettled back in the
community
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Betting And Lottery
Services

Population
Registration Services

Immigration Services

Immigration Policy
Formulation and
Coordination

Judicial Services

integration, resettlement and community Identified offenders rehabilitated

protection

To ensure a well regulated gaming
industry

To ensure timely and secure Population

Registration while maintaining a
comprehensive population database

To facilitate safe travel of Kenyan
citizens and foreigners through an
improved Immigration service.

To coordinate and facilitate policy
formulation and implementation

Probationers empowered with tools
and other programs

Formally and vocationally trained
inmates

Needy school going probationers
supported with formal education

Betting, lotteries and gaming activities
supervised

Identification cards
3rd Generation ID card issuance
system

% of birth and deaths registration
coverage

Counties installed with CRD System

Number of Refugees identified and
registered

Work permits and special passes

Passports and visas processed and
issued

E- Visa Issuing and E-Border
Management System

Review immigration, Population
Registration and Refugee policies

To improve the legal environment under Supreme court services provided
which good governance, administration of
justice and the rule of law will flourish for Appea' services provided

Number of offenders rehabilitated

probationers empowered with tools and

other programs

Number of inmates trained on agricultural

production and afforestation

* Number of needy school going

probationers supported with formal

education

Number of gaming activities supervised

< Elimination of all identified cases of illegal
gambling

« Database for all permit and license holders
developed

* Annual permits and licenses renewed

Number of Identification caidsued

« 3rd generation identity card issuance
system procured and installed

* 62%births registration coverage targeted
(67.5%deaths registration coverage
targeted

« CRD System installed in eight Counties

« Identify and register 100% eligible
refugees

* Relocate 54,000 Refugees to the camps

« 3360 work permits and special passes
issued

e 192,000 passports are processed and issued

« 1,236,000 Kenyan visas issued

» Install E- Visa Issuing and E-Border
Management System

* Number of policies and Acts reviewed

* Monitoring and Evaluation Reports

e Number of IT systems installed and
computers distributed to staff

* No. of petitions concluded.

* Number of constitutional rulings.

* Number of appeals finalized.
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the protection of human rights democracyHigh court services provided * Number of civil and criminal cases

and property concluded.
Minor civil disputes, fined traffic and | « No. of cases concluded, backlog cases
petty criminal offences resolved. cleared, and offenders committed to
communal services.
Public Prosecution To provide efficient, effective and fair Improved access to prosecution « Prosecution offices opened in the 47
Services prosecutions services Counties
Increase public confidence in crimir * % of customers satisfied with ODPP

justice systel services
Reduction of time taken to finalize ca | « % increase of cases completed
» Reduction in time taken to handle cases
Establish a resource centre and a » Operational Resource centre &

Prosecutors Training Institute Prosecutors Training Institute

Oversight in the To ensure that necessary legislations andReview of legislations * No. of legislations reviewed

Implementation of the | administrative procedures are developed * No. of legislation enacted

Constitution and adhered to, to realize the letter and| Ayditing policies, legislations & + No. of policies, legislation and

spirit of the constitution administrative procedures administrative procedure audited

Legal, Ethics, To provide a new constitutional order, | Review of various laws on corruption, « 9 draft anti-corruption related amendment

Integrity, National foster national human rights bills

Cohesion and Cohesion and enhance access 10 justice Review of 5 family related & 5 « 5 draft family related amendment bills, 5

Constitutional Reform | all. commercial laws draft commercial related amendment bills
Cohesion mainstreamed in school * Including cohesion in the school
curriculum Curriculum
Periodic progress reports on Kenya's « No. of implementation progress report
implementation of the AUCPCC. AUCPCC prepared
Public enlightened on matters of * No. of ant-corruption trainings and
anticorruption awareness campaigns conducted
Legal aid and awareness workshops, « No. of legal aid/awareness workshops/
clinics and trainings clinics / trainings conducted

Kenya National To enhances citizens’ participation and | Civic participation and accountability | « Status report on civic awareness and public

Integrated Civic engagement in governance and responsiwgechanisms created and mainstreamed engagement in governance

Education governance in public policy and governance + Civic engagement mechanisms established
processes at the national, county and constituency

levels

Public dialogue forums created and | « No. of Public dialogue forums created and
facilitated at national, county, facilitated at national, county, constituency
constituency and community levels and community levels
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Legal Education and
Policy programme

Management of
Electoral Process in
Kenya

Registration,
Regulation and
Funding of Political
Parties

Legal Services to
Government and
Public

National Civic Education Curriculum |

To provide quality legal education in Legal education legislation .
Kenya implemented
Legal research projects .

Continuing professional development e
programmes for lawyers

To deliver free, fair and credible elections  Statort on electoral process .
status

Delimitation, surveying and mapping |
of electoral and administrative

boundaries
To promote competitive and issue based Registration certificates issued .
political parties Funding of political parties .
To provide legal services to Government Fewer ex-parte Judgments .
and public Execution of Government contracts/ |
Arbitration conducted/attended
Enhanced Alternate Dispute .
Resolution (ADR) mechanism .
Reduced backlog of complaints against
Advocates
Bills, Subsidiary legislation, Gazette | «
notices,

Registration certificates issued on .
companies/business /adoptions,
marriages

PUBLIC ADMINISTRATION AND INTERNATIONAL RELATIONS S ECTOR

National Civic Education Curriculum
developed and implemented in Primary and
Secondary Schools

Council of Legal Education (CLE) Bill
drafted.

Kenya School of Law (KSL) Bill drafted.
No. of legal research projects conducted
No. of lawyers benefiting from continuing
professional development programme for
lawyers

Voters sensitized on electoral process ard
Increased voters awareness by 30%

Free, fair and peaceful elections

Number of eligible voters registered
Electronic collation, transmission and
tallying of electoral data developed
Number of electoral and administrative
boundaries delimitated, surveyed and
mapped

No. of political parties registered

No. of Political Parties funded and amount
received.

No. of cases handled/concluded
No. of arbitrations conducted/attended

No. of complaints settled via ADR

No. of charges drafted and referred to the
Disciplinary Committee

No. of bills drafted and Gazette notices and
subsidiary legislations

No. of certificates issued
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Management of State
Affairs.

Cabinet Services

Public Sector
Management Services

Coordination and
Supervisory Services

Public Financial
Management Support
Services

Public Financial
Management

To provide timely and quality services to Improved service delivery
the Presidency through efficient

utilization of resources to enable the

President fulfill His constitutional

mandate.

To provide overall strategadership Improved understanding of
and policy direction for optimal public | Government policy and
service delivery, harmonious operations implementation
of the Government and social integration
for national development
To provide continuous evidence based
policy advice for promoting efficient
public service delivery, expansion of the
economy and its competitiveness.

Improved performance and
management of public services

Improved Kenya —South Sudan
Strategic relations and cooperation

To ensure that the government has bes; GOK Policies and programmes
possible capacity for policy development,implemented

coordination and service delivery within

and between ministries and across sectors.

To ensure maintenance of a working
environment conducive to operational
efficiency while coordinating planning,
financial and human capital management.

To ensure formulation and Revenue collected
implementation of policies relating to the MTEF budget published
mobilization, allocation and management

of public financial resources.

Technical departments supported

County and sub-county district
treasuries and internal audit offices
operationalized

Timely processing and payment of
pensions claims

Non-contributory pensions schemes
converted to contributory schemes

Number of state facilities and equipments
procured, refurbished and maintained.
Number of compliments/complaints about
the services from the public.

Timely communication

Government Policies

Public awareness on policy and
implementation

Evidence based Social Economic policies
Return on Public Investment sustainability
of State Corporations

Co-operation on strategic projects/
programmes with Government of Southern
Sudan.

Supervise implementation of Cabinet
Decisions

Efficient use of public resources

National and Communications Policy and
Strategy

Percentage implementation of work plans

Revenue collected as a percentage of GDP
Budget Policy Statement

Printed Estimates

Tax policies formulated

Number of offices

Number of processed claims and time
taken to process

Public Service Superannuation Scheme Bill
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Government divestiture programme | « Number of divestitures undertaken

Performance based management e Performance ratings
entrenched
Economic and To provide framework for the Public finances prioritized « Proportion of budget allocated to priority
Financial Policy formulation, analysis and management of sectors
Formulation and fiscal and monetary policy for the
Management maintenance of macroeconomic stability

and acceleration of economic growth.
Fair Trade Practices | To facilitate increased investment and | Restrictive trade practices minimized| « Concentration ratios

and Creation of an enforces legislation governing restrictive .
Enabling Business trade practices.
Environment
Investment increased « Value of investment
Coordination and To strengthen Kenya's international Diplomatic representation expanded | « Number of New Missions/Consulates
Implementation of engagements opened
Kenya’s Foreign ¢ Number of MOUs either initiated or
Policy concluded

* Number of positions lobbied for Kenyans
in major international organizations

* Number of positions lobbied for Kenya at
policy organs level in major international
organizations

« Number of visa applications processed

« Number of passport applications/renewals

handled
District Planning and | To enhance the standard of living for the Improvements in delivery of social + Construction/Rehabilitation Expansion of
Community rural population in Kenya services; 108 District Planning Units;
Development Mainstream MDGs in Planning and | « Level of Participation in the preparation of
Policy Formulation; the 2008-2012 National/District
development plans;
Sustainable development in rural * No. of Sustainable agricultural and
communities; environmental projects completed and
operational,

» Reduced environmental degradation;
Coordination of Policy | To enhance capacity in policy formulatiorAfrican Peer Review Mechanismin | « Annual Progress Report for Kenya tablec

Formulation and and implementation of Vision 2030 so as Kenya before the African Union Heads of State
Implementation of to make Kenya a competitive and a and Government Implementation
Vision 2030 prosperous country of middle income Committee Summit;
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Statistical Data
Management

National Monitoring &
Evaluation Systems

Administrative and
Support Services for
Planning

Human Management
and Development

status by 2030. South-South Centre in Kenya .

Enhanced skills in research and .
macroeconomic modeling;

Promotion of service delivery .
innovations in public service.
Population issues mainstreamed in | «
national policy and planning

Enhanced Reproductive Health .
information
To Provide and disseminate Up to date data and informationon | «
comprehensive, integrated, accurate andcurrent socio-economic environment
timely national statistics for planning and .

monitoring national development
Improved management of the national «
data and information

To provide a tool for monitoring progress Informed Planning, Policy and .

in implementation of the Kenya Vision | Budgeting;

2030 and other key programmes/policies Strengthen National and Devolved .
levels M&E capacities

To provide effective and efficient Undertake integrity tests .

coordination and support services to the |mplement corruption prevention R

attainment of the ministry's strategic strategies

objectives Establish mechanism to reduce .
corruption related audit queries

To spearhead management and Number of Good performers rewarded «

development of human Resource in the| and poor performers sanctioned.

Public Service to support effective and | Automation of Human Resource data
efficient service delivery

Medical insurance Scheme for Civil | «

South-South center of establishment

25 officers trained on System Dynamics
Modeling;

Kenya T21 macro model

10 Young professional from public and
private sector trained

E-promis — Electronic Project Management
Information System

Policy guidelines developed

Data bank for RP providers

Annual Economic Survey, Annual
Statistical Abstract, Monthly CPI reports
Monthly and quarterly leading economic
Indicators

Level of National statistical systems

Public Expenditure Review 2010 Published
and disseminated

The annual and bi-annual district M&E
synthesis reports Prepared.

Community Based Monitoring System
(CBMS) model prepared

CBMS model in 3 local authorities hamely-
Garissa, Kisumu and Bungoma piloted
No. of Integrity tests training conducted
No. of Senior Managers and CPC
members

Anti-corruption policy produced

Rewards and Sanctions Scheme
implemented

Number of Ministries on Government
Human Resource Information System
(GHRIS)

Civil servants on the medical insurance
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Administration of
Human Resources in
Public Service

Control and
Management of Public
Finances

Audit Services

Servants
Automation of Registries

Rewards and Sanctions Scheme
implemented

Public Servants Training revolving
fund.

Training and Capacity Building
Business Process Re-engineering
(BPR) in the Public Service
implemented.

Increased capacity utilization at the
Government Training Institutes(GTIs)

To ensure an efficient and effective publidncrease in number of institutions and
service to facilitate the implementation ofindividuals complying with the Public

the Kenya vision 2030

To ensure public funds are withdrawn in
accordance with the provisions of the
Constitution and utilized prudently
creating value for citizens.

To provide the assurance that tisere

Officers Ethics Act

Timely release of examination results
within months of sitting

Ministries and local authorities
sensitized, audited and inspected to
ensure compliance to set standards in
exercise of delegated authorities
Timely approval of withdrawals from
Public Funds

Budget Implementation reports

Management Information System,
website for the office, e-mail system,
Computerized processes

Policy and operations manual in placz

Central Government Audit Reports

accountability and transparency in the use

and management of public resources

Local Government Audit Reports

scheme.

Number of Ministries/Departments/
Agencies on Registry Management
Information System.(RMIS)

Number of Good performers rewarded and
poor performers sanctioned.

Number of public servants benefitting from
the Training Revolving Fund.

Number of civil servants trained
Number of BPR projects implemented

Capacity utilization in the GTls increased
from 85% to 90%

No. of Public Institutions Sensitized on
Public Officers Ethics Act 2003 and the
new regulations guidelines as per legal
notice no 76 of 2009.

Number of days taken to release the resuilts

Number of ministries and local authorities
sensitized, audited and inspected

Level of Approved requisitions from
national and county governments.

Quarterly, Annual and Ad hoc reports
submitted to Parliament and Senate

No. of computerized systems in place and
in use

The policy, enacted laws and published
manual of procedures

No. of Central Government Audit reports
produced

No. of Local Government Audit reports
produced
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Research and Policy
Development on
Revenue Allocation

County Coordination
Services

Legislation and
Oversight

State Corporations Audit Reports

County audit reports .
To ensure equitable sharing of revenue| Formula of revenue sharing between
between National & County governmen{sNational & County governments and
and among county governments among county governments

Criteria for revenue allocation to .

disadvantaged areas and groups
To ensure fiscal discipline among nationadtnhanced revenue sources for nationas
and county governments & county governments.

Legislation and Good Governance Laws, Motions

PAC & PIC Reports
Good Governance environment
Budgets approved

SOCIAL PROTECTION, CULTURE & RECREATION
National Heritage and | Harness, develop, preserve and promoteHeritage sites .

Culture

Kenya’s cultural and natural heritage and

provide appropriate reading and

information materials to all communities

in Kenya .

Museums and exhibitions .

Heritage research infrastructure .

No. of State Corporations Audit Reports
produced

47 County Audit reports produced

Division of Revenue & County Allocation
of Revenue Bills

Policy/criteria on revenue allocation to
marginal areas

Report on prudent use of allocated revenue
& enhancement of revenue sources

Lanacted.

Oversight reports produced

No. of policy documadtspted
Enactment of the Financial tools

Heroes corner at Uhuru Gardens, bandas
for campsite, landscaping and mount
exhibitions for Jomo Kenya House in
Maralal

Completion of works at the Jaramogi
Oginga Mausoleum

Build and develop a museum in Garissa,

Kisumu,

Develop and mount exhibitions in the third

gallery in Kisumu Museum, National

Museums of Kenya Headquarters, and

Kabarnet

Design collection conservation centre for

the Research Directorate at NMK

Rehabilitation of the existing buildings at
RISSEA, Natural Science building, and
develop research facilities at Institute of
Primate Research
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Additional records and archives « Construction of purpose built Archives
storage space Building
« Archives Building refurbished
+ Installation of Mobile shelves in all the
records storage areas
* Records Centre’s in 4 counties
« Off- site storage for archival materials
microfilm and digitized copies for security.

Enhanced preservation of records and « Acquire archival materials from 1500 public
retrieval of Migrated Archives offices

Digitize 4.5 million pages of documents.
150,000 microfilms produced and 4,500 old
documents restored

300 rolls of microfilm retrieved from UK

Adopt records management best * Records Management Policy disseminated
practices in public offices

Access of archival materials to + 6,000 users served at the Kenya National

researchers and members of the public. Archives.

Cultural / creative industries promoted.. 1000 visual arts practitioners trained and
facilitated to participate in foreign cultural
programmes

e 20 community cultural centres built.

* Register 600 cultural practitioners and
update the Cultural databank

* Hold 47 visual arts exhibitions

Promotion and preservation of positivee  Coordinate 60 community cultural
cultural practices promoted and festivals and 35 cultural exchange
preserved programmes
¢ 5 Intangible Cultural elements identified &
nominated for safeguarding by UNESCO
e 47 Traditional Medicine exhibitions held
e Organize 3 Traditional foods cooking
competitions Kenyans sensitized on the
importance of using indigenous foods.
« Kenyan music and dance developed and
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Gender and Social
Development

Database on all Kenyan Authors and «
their works

Library network expanded and .
upgraded

Empower and provide welfare services ;oNumber of group leaders trained on | «

the vulnerable members of society.

leadership capacity building for
community groups

Improvement of the social-economic
well-being of the older persons

promoted.

National bibliography information
collected, maintained and ISBN issued
Digitization of Kenya National
Bibliography

Upgrading the National Library of Kenya
Headquarters

Extension Services provided in
marginalized areas through mobile library
services

Automation and integration of all library
services to improve access

10,000 group Leaders trained on leadership
capacity building for community groups

66,000 households accessing Older Persons
Cash Transfer Programme

5,440 vulnerable households assisted
through food rations
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Children’s Services

Safeguard the rights and welfare of all
children in Kenya in order to promote
child development.

Empowered People With Disabilities
(PWDs)

Framework to guide gender
mainstreaming interventions

Alternative financial support to
promote economic empowerment of
women

Increase the number of PWDs trained in
sign language from 30 to 60

12 vocational rehabilitation centres
assorted infrastructure refurbished.
Increase cash transfer to Persons with
Severe Disabilities under social protection
programme beneficiaries from 14,700 to
21,000.

Increase number of institutions receiving
funds to serve persons with disabilities
from 500 to 700

Increase number of assistive devices
provided to PWDs from 12,000 to 14,000
Increase number of scholarship given to
needy PWDs from 300 to 450

Development of the gender audit tool
Develop Affirmative Action Policy
Establish a national Gender Research and
Documentation Centre

50 Gender and Finance officers trained in
Gender Responsive Budgeting (GRB)
130,000 women accessing the Women
Enterprise Fund (WEF) and 23,500 trained
in entrepreneurship

Increase repayment of WEF under CWES
loans from 72% to 75%

Maintain repayment of WEF through
MFIs at 100%

Beneficiary households covered underincreased number of beneficiary households
covered under the CT-OVC from 84,000 to
104,000

the CT-OVC

Infrastructure for child protection and
care

System to track children in need of care
and protection developed

220 local and international adoptions
finalized
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Disaster Management,

Youth Development
and Empowerment
Services

Management and
Development of Sports
and Sports facilities

Development Initiative
for Northern Kenya
and other Arid Lands

Mitigate socio economic impact of

Policies and strategies approved and -«

disasters on the society and coordinatinginstitutional framework in place

humanitarian intervention for disaster
victims.

Equip youth with knowledge, relevant
skills, and right attitudes for the labour
market

Provide an enabling environment for
sports development

Improve the standards of living of
communities in arid areas.

Coordinated national response to HIV
and AIDS

Community micro projects supported

Check dams and dykes constructed | «

Establish monitoring tools for .
community early warning and response

Youth trained on paramilitary skills .
Graduates trained in skilled fields .

Orphans and Vulnerable Youths .
rehabilitated

Rehabilitated Youth Polytechnics .
through KIDDP support.

Youth sensitized on Crime, Drugs aride
Substance abuse.

Youth trained in volunteerism & .
entrepreneurship skills

Youths identified and trained in sporis.
skills

National sports championships .

Community sports grounds .
developed/rehabilitated.

Local communities assisted to access
amenities, livestock facilities and
breeding stock. .

Policies and strategies formulated

Stakeholders/ implementers reporting to
NACC through the COBPAR Tool

180 communities on participatory
integrated community development

180 community micro projects

No. of check dams and dykes constructed
No. of community early warning tools
established

No. of recruits trained in paramilitary skills
No. of Skilled youth in engineering artisan
trades, catering, business management
No. of disadvantaged and orphaned youths
rehabilitated

No. ofrehabilitated youth Polytechnics
through KIDDP support.

48,914 youth sensitized on Crime, Drugs
and Substance abuse.

No. of youth trained in entrepreneurship
skills

No. of youths identified and trained in
sports skills

No. of national sports championships
organized.

No. of community sports grounds
developed/rehabilitated.

11 water pans in 7 counties and provision
of improved breed in 4 counties

70 boreholes, 130 small dams and pans
constructed in local communities for water
harvesting

4 livestock facilities rehabilitated in 4
counties

3 sewerage projects undertaken to improve
sanitation services
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ASAL communities provided with « 10 communities provided with certified

certified seeds and animals seeds and animals
Education facilities expanded inthe | « 3 schools & classrooms constructed, 2
ASAL region and Health facilities science laboratories constructed &
developed equipped.
ENVIRONMENT PROTECTION, WATER AND HOUSING
Environment To protect, conserve and sustainably | Reduce lllegal dumpsites in Nairobi | « lllegal dumpsites in Nairobi reduced by
Management and manage the environment 15%
Protection « Monitor Implementation of waste

management systems in Nairobi and 5
major municipalities
Develop awareness on climate change. 5 climate change Adaptation programmes

Adaptation programmes and Create at community level funded

Clean mechanism projects at » 5 clean development mechanisms projects
community level and at counties approved and registered

respectively

Enforcement of environmental law « 100 prosecutions (Successful prosecution
of environmental cases).
« 1000 licenses issued on gazetted
regulations
« Increased level of compliance
« Finalized chemical -management
regulations
« Wildlife corridors secured through
development control
3 databases established With their
corresponding maps and reports
One report on Human/wildlife conflict
map, satellite imagery
Establish Vegetation database « Ecological map
Rehabilitate of wastewater treatment Wastewater treatment facilities
facilities Rehabilitated at Kisumu and Bomet
« Sanitation toilets constructed in public
places and schools

Establish Land use / cover database

Establish Wildlife/livestock database

Area of catchment rehabilitated. * 600Ha catchment rehabilitated.
Tree planting along Nairobi river « 5 Million tree seedlings planted
Clean rivers + 30km Cleaned in Nairobi and Sosiani
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Water Resources
Management and
Water Storage

Housing Development
and Human Settlement

Meteorological
Services and Climate
Change

Water Supply and
Sewerage

Mineral Resources

To increase availability of sustainable
water resources through effective
management and protection of water
sources

To facilitate access to decent and
affordable housing

To provide accurate and timely weather
and climate information and services for
the safety of life, protection of property
and conservation of the natural
environment

To increase access to adequate and
reliable water supply and sewerage
services to the nation

Development of geological andenain

water resource monitoring stations .
rehabilitated and operationalized
Large, small and medium sized damse

Promotion and dissemination of .
appropriate low cost building
technology .
Comprehensive national housing .
survey done

Construction of housing units .
Disbursement of loans for civil .

servants’ housing

Improve data observation systems ande
networks

Data telecommunication system and
networks

medium size towns urban water .
supplies infrastructure expanded

new water and sanitation projects .
constructed

new boreholes drilled and equipped | «
Area geologically mapped .

rivers
300 monitoring stations rehabilitated

5 large dams constructed

22 medium size dams constructed

100 small dams and water pans constructed
75 constituency Appropriate Building
Technologies (ABTs) Centres established
5,500 new trainees trained in use of ABTs
National housing Survey report

Develop 8,400 housing units under the
civil servant scheme

Completion of 382 housing units under and
construction of 1482 housing units by NHC
300 acres of land for housing development
opened up

12,950 housing units and social
infrastructure facilities under slum
upgrading programme developed

KSh. 1.5 billion loans granted to Civil
Servants to purchase or develop houses
Establish new observatories and
renovate/relocate existing ones
Rehabilitate 300 rainfall stations 10
temperature stations

Acquire Second Generation of
Meteorological Satellite ground (MSG)
receiving equipment for JKIA

Acquire Pilot Information and Pre-flight
Briefing System

26 urban water supplies infrastructure
expanded

180 water and sanitation projects
constructed

160 boreholes drilled and equipped
Increase geologic map coverage by
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Management

Environment Policy
Development and
Coordination

Water Policy and
Management

Irrigation
Infrastructure and Land
Reclamation

NATIONAL SECURITY
Maintaining and
Safeguarding National
Security

resources databases and formulation,
implementation and review of the existingvineral prospects investigated

mining policies and legislation Geological sites documented
Geo-hazard areas mapped
Number of explorations and mining
concessions inspected
Number of quarries and explosives
magazines inspections

To provide policy and legal guidance for Environmental education and
efficient and effective management for | awareness

the environment and mineral resources

sub-sector

To ensure the water sector is well Water Management Policies
managed and coordinated

To increase utilization of land through | Area developed for irrigation
irrigation, drainage and land reclamation night storage pans constructed

water conservation and rain water
harvesting structures constructed in
ASALs and area of land reclaimed

To prevent, deter and defend the Natiorj =  Secure national boundaries
against internal and external threats =  Actionable intelligence.

= Improve security and
accessibility of remote, hostile
and harsh areas by construction
of road.

3,000km2

4 minerals assessed

2 geological sites documented

4 geo-hazard sites mapped

150 inspections of exploration and mining
concessions/operations

60 inspections of quarries

130 inspections of explosives magazines
8 Exhibitions in National and Regional
agriculture shows, 1 environmental expo/ 8
Mazingira runs

Water policies formulated

5000 Ha developed

50 night storage pans constructed

3500 of water conservation and rain water
harvesting structures constructed and
7000Ha of land reclaimed

Improved investor confidence,
Protected citizenry.
Recovery/collection of illegal fire arms
and ammunitions.

Restoration of law and order
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ANNEX 9:SUMMARY OF ISSUES IDENTIFIED DURING BUDGET CONSULTATIONS

PRIORITY

KEY ISSUES/STRATEGIC INTERVENTIONS

REMARKS

SOCIAL PROTECTION,CULTURE AND RECREATION SECTOR

Construction, refurbishment, staffing and equipping of

Youth Empowerment Centres and Youth Polytechnics

2 Up scaling cash transfer to the vulnerable groups Cash transfer to urban poor, older
(children, aged and PWDS) persons, older persons with severe
disabilities, orphans and vulnerable
children and Albinos provided
3 Set up fully equipped disaster response and
educational centres
4 Establish dams and Irrigation Schemes In ASAL Provided within the Ministry’s and
Counties National irrigation Board
5 Development Of Cultural Centres Funds provided for Isiolo and South
Coast Resort Cities
6 Infrastructure Support For Rehabilitation Institutions Considered within the Ministry’'s
budget
7 Construction/Refurbishment of Stadia and Partially funded within the budget
establishment of Talent Academies
8 Establishment and modernisation of existing libraries Funding for Kenya National Library
in Counties Headquarters provided
9 Establishment of Disaster Contingency Fund This will be established within the
Context of Civil Contingency ACT
2011
10 Create A Drought Contingency Fund
Il. PUBLIC ADMINISTRATION AND INTERNATIONAL RELATIONS SECTOR
1 Construction of Centralized County Office To be considered within the overall
Environment preferably 7 Stop Block for all public requirements of County
services infrastructure
2 Enhance ICT capacity and infrastructure Funding for extending the fibre optic
to the Counties has been provided
3 Strengthen the capacity of Counties to plan and Funding for planning and monitoring
budget done. Staff to be seconded in the
interim
4 Resource allocation for staff training and provision of

career development
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Construction and operationalization of County

(Districts) Information and Documentation Centers

Salary harmonization, and enhanced hardship

allowance for civil servants

To be considered once the salaries
and remuneration commission

advises

Pilot demonstrative small community to alleviate

poverty at the grassroots and reduce unemployment.

Funding provided within the Poverty

Eradication Commission

HEA

LTH SECTOR

Inadequate Human Resources In Health Sector

(nurses, doctors etc)

Funding for recruitment of additional
health workers has been provided
(915 doctors and 3000 nurses)

Health Infrastructure DevelopmentConstruction and
equipping hospitals country wide with amenity wards
and equipment e.g. MRI Machines, CT Scans and

other diagnostic equipment

Funding for CT scans, cancer
screening machines provided, and
rehabilitation of hospitals and

dispensaries

Supply Of Essential Medicines And Medical Supplies

Funding partially provided

High Disease Burden - Health education and
promotion; disease screening and control;
management and research on non-communicable and

communicable diseases.

Funding partially done

ENV

IRONMENT WATER AND PROTECTION

Environmental Degradation and Protection of
Wetlands

Funds provided for conservation of
the 5 water towers, afforestation, and
reforestation, and promotion of
carbon credit, and NEMA

Inadequate access to clean and safe water-
Rehabilitate, expand and develop rural and urban

water supplies

Funding for rural and urban water

supplies, water service boards

Pollution control and Waste Management

Management and Protection of water resources and

sharing

Inadequate decent housing - Development of low cost

housing material; Slum upgrading and prevention

Funding for slum upgrading and low

cost technology provided

Availability and dissemination of weather/climate
information for early warning systems and disaster

preparedness
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7. Inadequate irrigation infrastructure Funds provided under NIB, Regional
Development Authorities
8. Poor sanitation and sewerage system
9. Exploitation and exploration of minerals and
associated impacts
V. ENERGY, PHYSICAL INFRASTRUCTURE AND ICT
1 Development and expansion of roads network and Funds provided in the Ministries of
bridges Roads, Public Works and Local
Government
2 Expansion of rural electrification programme Funds provided for rural
electrification
3 Exploitation of alternative sources of energy such as Funds provided for Geo thermal
solar, wind and biogas, and Geothermal exploration development, wind and solar
4 Development and expansion of ICT infrastructure Funds for laying fibre optic to
counties provided
5 Rehabilitation and expansion of airstrips and rail Funds provided for Aerodromes and
services commuter rail service
6 Waste management - Construct and expand
sewerage systems in the counties
Building plans and supervision
8 Construction of markets and bus parks - Construct Funds provided for retail markets
Livestock markets , Stalls and open Air Markets, and completion of the ESP Markets
construct modern markets, retail and wholesale hubs
9 Construction of 2 foot bridges in each county, seawalls
and jetties
10 Street and security lighting - Installation and upgrading
of street lighting in the 35 counties
VI. EDUCATION SECTOR
1 Inadequate teaching staff - Employ/recruit more Funds provided for recruitment of
teachers at ECDE, Primary, Secondary levels 10,000 teachers, and ECD
2 Inadequate learning infrastructure (classrooms, Funds provided for school upgrading
library)
3 Inadequate teaching & learning materials & equipment | Grants for FPE and FDSE is
- Increase FPE and FDSE grant per student provided
4 Low research - Provide funding for research Funding for research is provided

Low usage of ICT - Provision of ICT infrastructure to

Funds for computer for schools
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all levels

provided

Inadequate/lack of Special education schools -
Construct and equip special schools in every

constituency

Poor health & nutrition among learners - Enhance

school feeding programme

Funds for school feeding programme

have been provided

Inadequate funding for co- curriculum activities

Poor cultural practices - Construct rescue centers,

low-cost boarding school & mobile schools.

Funds for low cost boarding and
mobile schools in ASAL areas is

provided

Lack/Inadequate TTC/TTl/and universitiesestablish

colleges

Funding of 9 new universities

partially done

VII.

GEN

ERAL ECONOMIC,CULTURE ANS LABOUR AFFAIRS SECTOR

Investment Research and feasibility studies

Prepare County Master Development Master plans

Lack of adequate skilled labour - Upgrade and equip
industrial training centers with modern and appropriate
technology; Establish employment centers to provide
labour market information

Inadequate physical infrastructure(Jua kali sheds)
andmodern tools and poor access to credit by MSEs -
Establish MSEs centers of excellence to transfer
technology to the MSEs(Jua Kali) Tailor made credit

schemes(MSEs associations)

Funding for Jua Kali sheds and
Constituency Industrial Development
Centres, Joint loans board and SME

provided

Lack of Market access, infrastructure and business
information - Construct stalls and modern retail

markets in designated areas

Lack of Industrial parks - setup Industrial parks in all

Counties

Inadequate information on EAC market - Establish

Regional Business Solution/Information

VIIL.

GOVERNANCE,JUSTICE LAW AND ORDER SECTOR

Insecurity and crime - Strengthen policing capacity

and law enforcement institutions

Funding for recruitment, and

operations has been provided

Ignorance & lack of information- Civic education -

Civic education-K-NICE programme implementation
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Delayed/Access justice - Strengthen implementation

of court services programme

Funds for recruitment of magistrates,

judges, and computerization

provided
4 Registration Services - Devolve registration services
to counties
5 Corruption in the public Service/Slow response Funds to fight corruption provided
under various institutions
6 Cohesion Challenges/conflict resolution Funds for civic education provided
7 Inadequate/Ineffective Rehabilitation measures for
prisoners
8 Election/Boundary/political issues -Delineation of
constituency and administrative boundaries
9 Human rights - decentralize human rights services to Funds provided f
counties, civic education
10 Field administration services - strengthen coordination
and monitoring of national government business at the
grassroots
11 Drug and substance abuse and HIV Aids Funds provided for eenforcement of
drug trafficking laws, behaviour
change communication on matters of
HIV/AIDs
12 Decentralization of the offices e-g IEBC, EACC, DPP
& State Law Office, Female prisons, Registration
13 Lack of disaster preparedness e.g during fires
outbreaks and floods
14 Retrogressive cultural practices e-g Cattle rustling,
FGM, witchcraft — undertake civic education
IX. AGRICULTURE AND RURAL DEVELOPMENT
1 Lack of affordable quality farm inputs and poor Funds for setting up the seed and
access to credit facilities and establishing fish fertilizer funds, fingerlings hatcheries
fingerling hatcheries provided
2 Inadequate Extension Services - Strengthening Funding for extension services
delivery of extension services and research liaison enhanced
3 Lack of markets - Improve market infrastructure, and

Increase access to international markets
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Low Productivity for crops and animals

Funds provided for extension
services, field surveillance for pests

and diseases, and control

5 Poor governance of cooperative societies - Funds to enhance audit and capacity
Strengthening governance and management of building of SACCOs provided
cooperatives societies

6 Poor Land management - Promote sustainable land
and natural resource management

7 Forest encroachment and poor conservation of water | Funds for water pans and water
catchment areas and water harvesting harvesting provided

8 Inadequate post-harvest handling and storage - Funding for grain driers and storage,
Enhance capacity for post-harvest storage and mini-processers provided
preservation

9 Minimal investment in value addition - Promote agro
processing and strengthen existing institutions

10 Human wildlife conflict - Fence the park with electric Funding for fencing of major parks

fence to avoid conflict with humans

provided
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ANNEX 10: SUMMARY OF SPECIFIC FISCAL RISKS - PENDING EXPENDITURES

VALUE
KShs. Million

1 AGRICULTURE AND RURAL DEVELOPMENT 8,883
1.1 Water harvesting 800
1.2 Special Support to Farmers 200
1.3 Grain drying and storage construction of commyunased stores 1,000
1.4 Veterinary Services Development fund 1,264
1.5 Development of infrastructure to eradicate fmodl mouth disease 370
1.6 Emergency Control & Eradication of Tsetse Féad Human African Trypanosomiasis F60
1.7 Grant to Kenya Animal Genetic Resource Centre 234
1.8 Land for IDPs 1,300
1.9 Offshore patrol vessel for marine and coastalises 500
1.10| Fire fighting equipment 879
1.11| Security operations 200
1.12| Beach management programme 450
1.13 Housing for rangers 400
1.14| Repair of rangers houses 21
1.15] Procurement of aircraft 605
1.16 Fencing Mt. Kenya/Eburu 300
2 ENERGY, INFRASTRUCTURE & ICT 76,79
2.1 Way leave 3,600
2.2 Contribution in Lieu of Rates 2,300
2.3 Construction of markets 2,700
2.4 Roads (various) 5,250
2.5 Roads (Counterpart funds) 9,700
2.6 KPA- Mombasa port development( 2nd Terminal) 4,800
2.7 Lamu port 16,100
2.8 KBC- Migration for fromm medium wave technologyftequency modulation 1,400
2.9 Kenya Railways corporation 4,890
2.10]| Geothermal Development Company 1,600
2.11 Rural Electrification Authority 12,021
2.12 Nuclear electricity project 250
2.13 KETRACO 137
2.14 | Kenya Institute of Mass Communication 122
2.15 Brand Kenya 80
2.16| Enhancement of O&M 60
2.17 Pending bill for Huawei- NOFBI project 150
2.18| KIMC- Hostel construction 177
2.19 Purchase of Film Equipment 50
2.20| Konza ICT Techno Polis - Construction and ciwdrks 400
2.21 Installation of urban surveillance system(CCTV) 4,154
2.22 Purchase of fire fighting equipment 494
2.23 Metropolitan planning & environment 341
2.24| Social Investment 20
2.25| Completion of stalled projects 6,000
3 GENERAL ECONOMIC, COMMERCIAL & LABOR AFFAIRS 13,097
3.1 Trade - Operations & Maintenance 416
3.2 Export Processing Zones Authority 85
3.3 Subscription to International Organization 185
3.4 East Africa Inter- university Council 108
3.5 Incentives conference and exhibitions 100
3.6 Development of an integrated incomes and wadas/po 20
3.7 High Grand Falls Multi-Purpose Dam - RDAs 10,320
3.8 Kenya Tourist Board - Marketing and promotiotidties 500
3.9 Kenya Utalii College (Mombasa) - construction 300
3.10 | Resort Cities 500
3.11| Development of Iron and Steel Industry 100
3.12| Anti Counterfeit Agency 463
4 HEALTH 35,246
4.1 Salary Shortfalls - Ministries 15,271
4.2 Salary Shortfalls - SAGAs 3,527
4.3 |Recruitment of Health Workers 5,066
4.4 Medical drugs & ARVs 2,544
4.5 Hospital Infrastructure 3,569
4.6 Other O&M 5,269
5 EDUCATION 57,34
5.1 Fast Track Initiative (KESSP) 2,200
5.2 Short fall in FPE funding 984
5.3 Shortfall in FSE funding 8,014
5.4 Infrastructural Development 6,300
5.5 Employment of teachers 40,000 13,600
5.6 Construction of University of Nairobi Tower block 1,000
5.7 Additional Requirements for Accelerated Admission 2,400
5.8 Loans to University students 1,500
5.9 Training of teaching personnel 3,500
5.10| Equipments 6,500
5.11 | Salaries award for excellent performance by UON 250
5.12| Technology and Innovation 1,500
5.13 Research Fund 1,500
5.14| Development New University Colleges 5,800
5.15| Pan Africa University 750
5.16| Subscriptions to International Organizations 800
5.17| Open University 750
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6 GOVERNANCE JUSTICE LAW AND ORDER 70,203
6.1 Internal Security Operations 4,972
6.2 Recruitment of Police Officers 5,069
6.3 Review of Police Salaries 4,080
6.4 Security Equipment & Infrastructure Development 3,768
6.5 Construction of Prisons Staff Houses (14,000 units) 33,500
6.6 State Law Office - Operations & Maintenance 520
6.7 IIEBC - Election Operations 12,000
6.8 DPP - Salaries, Capacity Building, Infrastructure [Ee@perations 2,952
6.9 Registrar of Political Parties - Capacity Building, Infnastture Dev. & Operations 2,743
6.10| Witness Protection Agency - Salaries and Operations 569
7 PUBLIC ADMINISTRATION AND INTERNATIONAL RELATIONS 28 ,296
7.1 Hardship allowance harmonization to be back datecbasJuly 1, 2009 3,210
7.2 Business process re-engineering 50
7.3 Records management officers for various ministries 151
7.4 Capacity building in Counties 60
7.5 Diplomatic Offices in Somalia 164
7.6 Foreign Service Allowance 470
7.7 Capitalization of consolidated bank 1,000
7.8 Coffee debt write off 1,678
7.9 ADB-Subscription of shares 320
7.10| EADB- Increase of shares and arrears 880
7.11| PTA- Subscription of shares 210
7.12| Shelter Afrique 236
7.13| National Cereals and Produce Board - compensatidostees emanating from Cabinet directive 2,00
7.14| Ken trade - Purchase of software 380
7.15| NOCK - GOK capital injection for trading and for emp@mn of the retail network 1,590
7.16| Loan to KPCU -Restructuring and receivership cost 750
7.17| STABEX- loans to coffee SACCOs through cooperdiamk 1,700
7.18| Loan to Telkom Kenya- shareholder loan 5,000
7.19| Loan to IDB - on lending to small and medium size pnitss 500
7.20| De la Rue 700
7.21| Cabinet - Infrastructural development & ICT 518
7.22| Enhancement of the budgetary allocation 700
7.23| OPM - Operational Expenses 715
7.24| Controller of Budget - Salaries & Operations 150
7.25| Parliamentary Service Commission - Salaries, Opassind Infrastructure Development 4,154
7.26| Salaries & Remuneration Commission - Operations 300
8 NATIONAL SECURITY 37,168
8.1 Security Operations, Modernization & Related Expenditures 37,168
9 SOCIAL PROTECTION, CULTURE & RECREATION 39,104
9.1 Enhancement of cash transfer for older persons 1,000
9.2 Enhancement of cash transfer for persons withreeleabilities 385
9.3 Enhancement of National Development Fund for Psradth disabilities 218
9.4 Enhancement of O&M 44
9.5 Grants to community groups 100
9.6 Enhancement of OVC 485
9.7 Counterpart funding for urban food subsidy cash feans 198
9.8 Commuter allowance - KNLS & NMK 150
9.9 NYS - Operations & Infrastructure Development 1,510
9.10| Sports Activities and International Competitions 1,966
9.11| Construction of Hola- Garsen Road by NYS 1,755
9.12| Construction & Equipping of youth Empowerment Centres 100
9.13| National Youth Talent Academy 250
9.14| International Academy Sports 429
9.15| Subsidized Youth Polytechnic Tuition 674
9.16| Youth Affairs & Sports - Other O&M 1,298
9.17| National Humanitarian Fund- resettle of IDPs 3,500
9.18| Relief and rehabilitation 5,000
9.19| Purchase of 5.7 million bags of maize 17,000
9.20| Operationalization of disaster management in Counties 2,000
9.21| Special Programmes - Other Operations 631
9.22| National Drought Management Authority - Operations 412
10 ENVIRONMENTAL PROTECTION, WATER AND HOUSING 13,240
10.1| NIB Irrigation Programmes 11,600
10.2| Kulan water dam - Dadaab 50
10.3| Kagaari, Kyeni and Gaturi irrigation development mje 250
10.4| Improvement of Water supply in Wajir West 140
10.5| Accommodation of Bi-Cameral House 1,200
TOTAL 379,381
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