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1.0 INTRODUCTION

This Budget implementation report is prepared in conformity with Article 228(6) of the
Constitution of Kenya, 2010 and section 39(8) of the Public Finance Management Act, 2012’s
requirement that counties report on the implementation progress of their budgets. It covers the
period October 2016 to December 2016.

The report presents revenue and expenditure performance by the county. Revenue is
disaggregated by source while expenditure is analyzed by economic classification. It also
highlights the County government’s activities for the period under review and seeks to
objectively review budget implementation in the county by highlighting performance of
revenues, transfers received from the National Government and actual expenditure. Key issues
that affect budget implementation during the financial year are identified and appropriate
recommendations made on how the issues can be addressed in order to enhance effectiveness in
budget execution.

2.0 FINANCIAL ANALYSIS OF COUNTY BUDGET IMPLEMENTATION
The County had a budget of Kshs. 10,466,468,973 which consisted of Kshs. 5,594,903,884

(53%) for recurrent expenditure and Kshs. 4,871,565,089 (47%) for development expenditure.

The table below shows the various components of the budget:

SOURCE AMOUNT % OF TOTAL BUDGET
Balance b/f from FY 2015/2016 1,573,640,249 18.02
National Equitable Share 7,841,480,359 72.28
Local Revenue Sources 668,610,000 6.16
Grants 382,738,363 3.53
TOTAL 10,466,468,971 100.00




Breakdown of Grants

SOURCE OF GRANT AMOUNT

Free Maternal Healthcare 54,367,434
Compensation for User Fees Forgone 23,144,997
Road Maintenance Fuel Levy 120,484,293
Grants from World Bank 34,721,395
HSSF/HSPS — (DANIDA/IDA) 150,020,244
TOTAL 382,738,363

2.1 Transfers from the National Government

For Q2 of 2016/2017 under review, the County received Kshs. 1,939,024,487 as the national
equitable share of revenue disbursed as below:

RELEASE DATE | AMOUNT (KSHS)

6/0ct/2016 375,435,730
17/0ct/2016 430,148,883
02/11/2016 212,850,039.00
09/11/2016 11,572,498.00
21/11/2016 241,011,877.00
25/11/2016 431,291,640.00
19/12/2016 236,713,820.00
Total 1,939,024,487

2.2 Locally Generated Revenue

The County Government budgeted to locally collect Kshs 668,610,000 during FY 2016/2017. Q2
collection was Kshs 56,379,144.85 which is 8.4% of the targeted collection and 134.9% of the
amount collected at the same period last financial year.

The monthly collection breakdown is as below:

| SOURCE |OCT 2016 | NOV 2016 |DEC 2016 | TOTAL




KSHS KSHS KSHS KSHS
Office of the Governor 2,474,100.00 | 1,742,550.00 920,150.00 5,136,800
Ministry of Agri, Water and 221,145.00 293,545.00 |  2,350,482.00 2,865,172
Irrigation
Ministry of Finance & 622,700.00 924,800.00 840,200.00 2,387,700
Economic Planning
Ministry of 6,589,381.50 | 4,495,503.00 | 3,100,656.50 | 14,185,541
Energy/Environment/Mineral
Inv Dev
Ministry of LIUD 1,265,350.00 1,552,849.00 1,002,067.00 3,820,266
Ministry of Trade , Industry, 31,880.00 46,150.00 43,980.00 122,010
IT & Cooperative
Development
Kitui Town Administration 7,109,199.00 5,948,069.00 6,073,804.85 | 19,131,072.85
Mwingi Town 2,742,295.00 | 2,442,200.00 | 1,856,585.00 7,041,080
Administration
Direct Deposits (1,301,555.00) | (1,830,615.00) | (1,240,110.00) (4,372,280)

TOTAL

56,379,144.85

2.3 Funds Released to the County by the Controller of Budget

The Controller of Budget approved the release of Kshs.1,939,024,487.09 broken down into the

below expenditure lines:

Expenditure Kshs %
Line

Recurrent 1,264,850,692.00 65
Development 674,173,795.09 35
Total 1,939,024,487.09 100

3.0 EXPENDITURE ANALYSIS

3.1 County Summary

During the period under review, the County spent a total of Kshs.

1,170,160,946

which was 60% of the funds released. Out of this amount, Kshs. 580,077,249 (50%) went to
finance recurrent activities while Kshs. 590,083,697 (50%) financed development.

The County Executive spent Kshs. 992,500,586 while County Assembly spent Kshs. 177,660,360
which represent 85% and 15% respectively.
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Analysis of recurrent expenditure reveals that the County spent Kshs.337,940,566 on
personnel emoluments translating to 58% of the total recurrent expenditure, while
Kshs. 242,136,683 (42%) was spent on operations & maintenance.

The table below analyses expenditure by the various spending entities.

PERSONNEL OPERATIONS &
ENTITY EMOLUMENTS MAINTENANCE | DEVELOPMENT | TOTAL

KSHS % | KSHS % | KSHS %

45,601,564
Office of the

Governor 26,630,491 | 25 35,288,139 | 33 42 107,520,194

Ministry of
Administration & 36,287,043 10,418,939 16,771,937
coordination of
County Affairs 57 16 27 63,477,919

Ministry of
Agriculture, 82,951,618
Water &
Coordination 30,703,330 | 25 10,742,749 9 66 124,397,697

Ministry of Basic
Education, 32,959,957
Training & Skills
Development 4,844,875 6 43,130,341 | 54 40 80,935,173

Ministry of Lands,
Infrastructure & 129,342,844
Urban
Development 14,539,424 9 14,129,931 | 9 82 158,012,199

66,619,514
Ministry of Health

& Sanitation 121,051,406 | 60 14,946,453 | 7 33 202,617,373

Ministry of Trade, 57 544,549
Industry &
Cooperatives 5,710,721 9 1,851,600 | 3 88 65,106,870

Ministry of
Culture, Youth, 17,473,588
Sports & Social
Services 3,460,536 | 14 4,022,289 | 16 70 24,956,413

Ministry of
Environment,
Energy and
Mineral 10,844,734
Investments
Development 2,208,008 | 13 3,365,766 | 21 66 16,418,508




Ministry of 6,816,118

Tourism &

Natural Resources 2,828,898 | 23 2,542,810 | 21 56 12,187,826

Ministry of

Finance &

Economic

Planning 22,445,665 | 52 20,814,422 | 48 0 0 43,260,087

County Public

Service Board 3,662,826 | 33 7,535,130 | 67 0 0 11,197,956
52,382,922

County Assembly 58,307,592 | 33 66,969,846 | 38 29 177,660,360
37,223,486

Kitui Town

Administration 2,938,930 7 4,452,696 | 10 83 44,615,112

Mwingi Town 33,550,866

Administration 2,320,821 6 1,925,572 5 89 37,797,259

TOTAL 337,940,566 | 29 242,136,683 | 21| 590,083,697 | 50| 1,170,160,946

County Expenditure By Economic
Classification

590,083,697.0
0, 50%

337,940,566.00 ,
29%

® Personnel Emoluments

Operations & Maintenance

m Development

242,136,683.00 ,
21%




3.2 Office of the Governor

During the period under review, the Office of the Governor spent Kshs. 107,520,194. Out of this,
Kshs. 45,601,564 (42%) financed development projects, Kshs.26,630,491 (25%) went to
Personnel Emoluments while Kshs. 35,288,139 (33%) was spent on Operations & Maintenance.

Expenditure - Office of The Governor

26,630,491.00 ,
45,601,564.00 , 25%
42%

Perdsonnel Emoluments
E Operations & Maintenance
Development

3.3 Administration & Coordination of County Affairs

Analysis of the Ministry of Administration and Coordination of County Affairs’ expenditure reveals that
Kshs. 36,287,043 (57%) financed personnel emoluments while Kshs 10,418,939 (16%) was spent on
operations & maintenance. There amount spent on development was Kshs. 16,771,937 (27% of total
expenditure.)



Expenditure- Administration and
Coordination of County Affairs

m Personnel Emoluments

Operations & Maintenance

10,418,939,
16%

= Development

3.4 Agriculture, Water & Irrigation

During the period under review, the county ministry of Agriculture, Water and Irrigation spent a total of
Kshs. 124,397,697. Out of this, Kshs. 82,951,618 (67%) was spent on development, Kshs. 30,703,330
(25%) on personnel emoluments and Kshs. 10,742,749 (8%) on operations and maintenance.

Expenditure - Agriculture, Water &
Irrigation

m Personnel Emoluments
m Operations & Maintenance
= Development




3.5 Health and Sanitation

The County Ministry of Health and Sanitation had, in Q1 of 2016/2017, incurred a total expenditure of
Kshs. 80,935,173. Out of this Kshs. 32,959,957 (41%) was spent on development activities and
Kshs.47,975,216 (86%) was recurrent expenditure. Further analysis of the recurrent expenditure reveals
that, Kshs. 4,844,875 (6%) went to Personnel emoluments while Kshs. 43,130,341 (53%) went to
Operations & Maintenance.

Expenditure By Economic
Classification--Health & Sanitation

4,844,875, 6%

32.950,957, Personnel Emoluments

41% m Operations & Maintenance

Development

3.6 Basic Education, Training & Skills Development

A total of Kshs. 102,493,088 was spent in Q2 of FY 2016/2017. This expenditure was composed of;
Personnel Emoluments (Kshs. 14,539,424 9%), Operations & Maintenance (Kshs. 14,129,931- 9%)
while development expenditure was Kshs. 129,342,844 (82%).



Expenditure By Economic
Classification--BETSD
14,539,424, 9%

14,129,931, 9%

Personnel Emoluments
m Operations & Maintenance
Development

129,342,844,
82%

3.7 Lands Infrastructure & Urban Development

At the Lands, Infrastructure & Urban Development ministry, a total of Kshs. 66,619,514 was
spent on development, Kshs. 121,051,406 on personnel emoluments and Kshs. 14,946,453
Operations and Maintenance. This translated to 33%, 60% and 7% of total ministry expenditure
respectively.

Expenditure By Economic
Classification - LIUD

66,619,514, Personnel Emoluments

0
33% m Operations & Maintenance

Development

\121,051,406,

60%
14,946,453, 7%




3.8 Trade, Industry, ICT & Cooperatives

During the period under review, the total expenditure for the County Ministry of Trade, Industry,
Cooperatives and ICT was Kshs. 65,106,870. Out of this amount, Kshs. 5,710,721 (9% of total
expenditure) went to personnel emoluments, while Kshs. 1,851,600 (3%) to Operations &
Maintenance. Development expenditure amounted to Kshs 57,544,549 (88%).

Expenditure By Economic
Classification - MTIIC

5,710,721, 9%

1,851,600, 3%
/—

m Personnel Emoluments

57 544 549 88% Operations & Maintenance

Development

3.9 Youth, Sports, Culture & Social Services

At the Youth, Sports, Culture & Social Services ministry, a total of Kshs. 24,956,413was spent
in the first quarter of FY 2016/2017. The development component of this expenditure was Kshs.
17,473,588 (70%), Kshs. 3,460,536 (14%) was spent on personnel emoluments while Kshs.
4,022,289 (16%) financed operations and maintenance.
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Expenditure By Economic
Classification - Youth, Sports, Culture
& Social Services

3,460,536, 14%

4,022,289, 16% m Personnel Emoluments
m Operations & Maintenance
= Development

17,473,588, 70%

3.10 Environment, Energy & Mineral Investments Development
Expenditure analysis at the ministry of Environment, Energy & Mineral Investments Development
reveals that a total of Kshs. 16,418,508 was spent in the second quarter of FY 2016/2017. The

expenditure was broken down into; Development (Kshs. 10,844,734- 66%), Personnel Emoluments

(Kshs. 2,208,008- 13%) and Operations & Maintenance (Kshs. 3,365,766- 21%).

Expenditure By Economic
Classsification - Kshs

3,365,766, 21%

= Development
Personnel Emoluments

m Operations & Maintenance
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3.11 Tourism & Natural Resources

At the Tourism & Natural Resources ministry, Kshs. 2,828,898 (23%) was spent on personnel
emoluments, Kshs. 2,542,810 (21%) on operations & maintenance and Kshs. 6,816,118 (56%) on
development.

Expenditure Analysis - Tourism &
Natural Resources (Kshs)

2828.898. 23% Personnel Emoluments

R m Operations & Maintenance
1 i) 1 0

Development

3.12 Finance & Economic Planning

During Q2 of FY 2016/2017, the County Ministry of Finance & Economic Planning spent a total
of Kshs. 43,260,087. This expenditure was broken down into; personnel emoluments (Kshs.
22,445,665- 52%) , operations & maintenance (Kshs. 20,814,422 (48%) while development
expenditure amounted to Kshs. 0
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Expenditure Analysis- FEP)

- ,0%

m Personnel Emoluments
m Operations & Maintenance
m Development

3.13 The County Public Service Board

The County Public Service Board did not undertake any development projects. An analysis of
the recurrent expenditure reveals that Kshs. 3,662,826 (33% of expenditure) was spent on
Personnel Emoluments while Kshs. 7,535,130 (67%) was spent on Operations & Maintenance.

Recurrent Expenditure- CPSB

3,662,826, 33% Personnel Emoluments

m Operations & Maintenance
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3.14 The County Assembly

The County Assembly spent a total of Kshs. 177,660,360. This expenditure included the Kshs.
58,307,592 (33%) spent on personnel emoluments, the Kshs. 66,969,846 (38%) spent on
operations & maintenance and the Kshs. 52,382,922 (29%) spent on development.

Expenditure By Economic
Classification - County Asembly

58,307,592, Personnel Emoluments

0
33% m Operations & Maintenance

m Development

3.15 Kitui Town Administration

During Q2 of FY 2016/2017, Kitui Town Administration spent a total of Kshs. 44,615,112. This
expenditure was broken down into; personnel emoluments (Kshs. 2,938,930- 7%) , operations &
maintenance (Kshs. 4,452,696 (10%) while development expenditure amounted to Kshs.
37,223,486 (83%)
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Expenditure- Kitui Town Administration

2,938,930, 7%

4,452,696, 10%

Personnel Emoluments
m Operations & Maintenance

m Development

3.16 Mwingi Town Administration

Mwingi Town Administration spent a total of Kshs. 37,797,259. This expenditure included the
Kshs. 2,320,821 (6%) spent on personnel emoluments, the Kshs. 1,925,572 (5%) spent on
operations & maintenance and the Kshs. 33,550,866 (89%) spent on development.

Expenditure By Economic
Classification - MTA

2,320,821, 6%
1,925,572, 5%

Personnel Emoluments
m Operations & Maintenance

m Development

15




4.0 CHALLENGES

The county experienced several challenges/issues that affected budget implementation during
Q2 of FY 2016/2017. These are:

1. Inadequate physical infrastructure /office space to accommodate staff. This adversely
affected delivery of services to the public.

2. Delays in preparation and submission of departmental procurement plans by departments
to the County Treasury. This delayed the requisition of funds for the implementation of
County programmes and ultimately led to the low absorption of funds.

3. Failure to fully implement the IFMIS and GPAY systems and the use of manual revenue
collection systems.

4. Inadequate preparation of procurement plans and work plans delayed the procurement
processes particularly for development expenditure.

5.0 RECOMMENDATIONS

1. Develop an efficient local revenue collection and enforcement mechanism to enhance
revenue collection in line with the County finance Act.

2. Fast-track the refurbishment and/or construction of building to provide adequate working
space for county staff.

3. All departments should link their procurement plans to cash flow projections in order to
facilitate project implementation and absorption of development expenditure.
Procurement processes by all departments should be completed before funds are released
from the exchequer.

4. Ensure IFMIS is fully operationalized for all financial transactions. The approved budget
should be uploaded into the system to facilitate effective budget monitoring.

5. Ensure all the required plans are prepared in time as required by the PFM Act, 2012 to
enable smooth implementation of the budget.
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