
.ri: ,/l.!'lil 
v.J€D

\\- M

auarterly onomrc
O

and Budgetary
Review

First Hatf, Financial Year 201912020
Period ending 3l't December, 2019

February 2020 Edition

.-.-. : :=t-:::::----il

- f , AS SEN{E L}
S, l.Art)

FrPi..**

tI
I



I

TABLE OF CONTENTS

TABLE OF CONTENTS .........Iu
ACKNOWLEDGEMENT........... ............. rv
LIST OF ABBREVIATIONS AND ACRONYMS............... ....... v
LEGAL BASIS FOR THE QUARTERLY ECONOMIC AND BUDGETARY
REVIEW. ...............vr
HIGHLIGHTS OF THE 2OI9l20 FIRST HALF, QUARTERLY ECONOMIC AND
BUDGETARY REVIEW REPORT. ........ rx
1.0 RECENT ECONOMTC DEyELOPMENTS............... ..................... I

l.l EcoNotflcGRowrH .................I

1.2 IurLerrorl

1.3 BeraNceorPeyupr*rs... .........4

1.4 Fonrrcu ExcHance REsERvES.... .................6

1.5 Excsaucp R.rrrs 6

1.7 INTEREST Rerps 9

2.0 FISCAL DEVELOPMENTS ........II
2.1 Rrvnm-re ..... ....... I I

2.2 Expsuomrn8.................. .......12

2.2.1 NertouarGovsRNrlcr.rrExpeNorrunrssyPusrrcAceNctss. ..........14

2.2.2 PrNnrucBrm........ ...............16

2.2.3 GuenaNreso LoA,l.rs ro PARAsTATALs ......... ................. 16

2.3 FrscmOcrrrunN..... ...............17

2.4 FrNalrcrNc l9
2.4. I ExrenNar. FmnNcruc l9

3.1 Ovenar-l Dssr PoslrroN 2t

3.3.1 ExrenNnl Drsr Senvrca 26

4.0. ANNEXES......... ................29
ANNnxI:Frsclr.Rrsurrs,20l3ll4-201912020(KSu.MnuoNs) ............29
Auxpx II: RnvrmrE (KSH. Mrllrols) .....30
Axrvnx III: ExprxsE (KSH. Mu.r,roxs) .....31
Axxrx [V: TRaxsACTroN rN ASSETS AryD LrABrLrrrEs (KSH. Mu,lroxs) ............... .....32
ANunx V: Srarnlrsr{T oF Souncrs AND UsEs oF CAsH (KSH. Mrr,lrous)..................33
Axxnx VI: Sr.lrnMENT oF GovERNMENT OpnRarroNs (KSH. MnlroNs)..................34

lll



ACKNOWLEDGEMENT

This review report is compiled by the National Treasury. Information contained herein moy

be reproduced without restriction provided due acknowledgement is made of the source.

Comments, suggestions as well as requestsfor clarification of information t:ontained in this

report are welcome and should be addressed to the Principal Secretary, The National

Treasury, P.O Box 30007-00100, GPO, Nairobi. or email to: ps@treasury'.go-ke

,l

\
1

lv



t

LIST OF ABBREVIATIONS AND ACRONYMS
ADB African Development Bank

ADF Asian Development Fund

A-I-A Appropriation-in-Aid

AMISOM African Union Mission in Somalia

ARUD Agriculture, Rural and Urban Development

BADEA Arab Bank for Economic Development of Africa

BROP Budget Review & Outlook Paper

CBK Central Bank of Kenya

CBR Central Bank Rate

CF Contingency Fund

CFS Consolidated Fund Services

EAPC East African Portland Cement

EBUs Extra Budgetary Units

EEC European Economic Community

EIB European Investment Bank

EI&ICT Energy, InfrastructureandlnformationCommunicationTechnology

EPW&NR Environment Protection, Water and Natural Resources

ES Equitable Share

DANIDA DanishlnternationalDevelopmentAgency

FPE Free Primary Education

FSE Free Secondary Education

FY Financial Year

GDP Gross Domestic Product

GECA General Economic and Commercial Affairs

GFSM Government Finance Statistics Manual

GJLO Governance, Justice, Law and Order

GOP Gross Operating Balance

ICT Information, Communication and Technology

IDA International Development Association

IDF Import Declaration Fee

IFAD International Fund for Agricultural Development

IMF International Monetary Fund

KNBS Kenya National Bureau of Statistics

KSh. Kenya Shillings

MDAs Ministries, Departments and Agencies

v



Mn

NDA

NDF

NFA

NIS

NLB

NOB

NSE

o&M
OPEC

PAIR

PAYE

PDL

QEBR

RDL

RML

SAGAS

SGR

SOEs

SPC&R

TARDA

UK

US$

VAT

oAI/

Million

Net Domestic Assets

Nordic Development Fund

Net Foreign AssetVNon-Financial Assets

National Intelligence Service

Net Lending/ Borrowing

Net Operating Balance

Nairobi Securities Exchange

Operation and Maintenance

Oil Producing and Exporting Countries

Public Administration and International Affairs

Pay as You Earn

Petroleum Development Levy

Quarterly Economic and Budgetary Review

Railway Development Levy

Road Maintenance Levy

Semi-Autonomous Government Agencies

Standard Gauge Railway

State Owned Enterprises

Social Protection, Culture and Recreation

Tana River Development Authority

United Kingdom

United States Dollar

Value Added Tax

Of Which

I

vl

I



L

\

LEGAL BASIS FOR THE
BUDGETARY REVIEW

QUARTERLY ECONOMIC AND

The Quarterly Economic and Budgetary Review Report is Pubtished in
accordance with Section 83 of the Public Finance Management Act, 20l2.lt states
as follows:

83. (l) An accounting officer for a national government entity shall prepare a
report for each quarter ofthe financial year in respect ofthe entity.

(2) In preparing a quarterly report for a national government entity, the accounting
offrcer shall ensure that the report-

(a) Contains information on the financial and non-financial performance of the
entity; and

(b) Is in a form that complies with the standards prescribed and published by the
Accounting Standards Board from time to time.

(3) Not later than fifteen days after the end of each quarter, the accounting officer
shall submit the quarterly report to the Cabinet Secretary responsible for the entity and
the National Treasury.

(a) The Cabinet Secretary responsible for an entity shall forward a copy of the
report to the Cabinet Secretary and Controller of Budget.

(5) Not later than forty five days after the end of each quarter, the National
Treasury shall-

(a) consolidate the quarterly reports and submit them to the National Assembly
and a copy of the reports to the Controller of Budget, Auditor-General and the
Commission on Revenue Allocation; and

(D) Publish and publicize the reports.

(6) In the case of an entity that is a state corporation, the accounting officer for
the corporation shall submit the quarterly report to the Cabinet Secretary responsible
for the corporation who shall, upon approving it, forward a copy to the Cabinet
Secretary.
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HIGHLIGHTS OF THE 2OI9I2O FIRST HALF, QUARTERLY
ECONOMIC AND BUDGETARY REVIEW REPORT

l. Economic growth

The economy remains resilient and recorded a fairly stable growth of 5.1 percent in
the third quarter of 2019 compared to a growth of 6.4 percent in the corresponding
quarter of 2018. This growth was mostly supported by strong performance in the
services sub-sector such as information and communication, transportation and
storage, and accommodation and restaurant.

2. Stable prices

The macroeconomic environment remained stable with low and stable inflation
rates within the Government target range of 5.0 (+/-2.5) percent, and a competitive
exchange rate to support exports. Year-on-year overall inflation remained stable at
5.8 percent in December 2019 slightly higher than the 5.7 percent in December
2018, due to higher food inflation.

3. Balance of Payments

The overall balance of payments position improved to a deficit of US$ 1,049.9
million (1.1 percent of GDP) in the year to November 2019 from a deficit of US$
1,068.7 million (1.2 percent of GDP) in the year to November 2018. The
improvement in the overall balance was due to an improvement in the current
accounts balance which narrowed to 4.1 percent of GDP in the year to November
2019 compared to 5.2 percent of GDP over the same period in 2018.

4. Foreign Exchange Reserves

The banking system's foreign exchange holding remained strong at US$ 12,873.5
million in November 2019 from US$ 11,531.1 million in November 2018. The
official foreign exchange reserves held by the Central Bank improved to 5.6 months
of import cover in November 2019 compared to 5.4 months of import cover in
November 2018. Commercial banks holdings stood at US$ 3,698.9 million in
November 2019 up from US$ 3,250.4 million in November 2018.

5. Money and Credit

Growth in broad money supply, M3, slowed down to 5.6 percent in the year to
December 20 19 compared to a growth of 10. I percent in the year to December 201 8.
This was due to the decline in both net foreign assets (NFA) and net domestic assets
(NDA). The decline in growth of NDAs was largely attributed to the decrease in
growth of net domestic credit to the government.

6. Capital Markets

Activity in the capital markets slowed down in December 2019 compared to
December 2018, with equity share prices declining as shown by the NSE 20 Share
Index. The NSE 20 Share Index was at 2,654.4 points by end of December, 2019
compared to 2,834.8 points by end December, 2018. However, the market
capitalization improved from KSh. 2,102 billion to KSh. 2,540 billion over the same
period.
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7. Revenue Collection

The National Government cumulative revenue collection including A-I-A for the
period between July-December 2019 amounted to KSh. 930.4 billion (equivalent to
9 percent of GDP) against atarget of I(Sh. 1,059.3 billion (equivalentto 10.2 percent
of GDP). It was below target by KSh. 128.9 billion mainly due to shortfalls in all
major tax heads and A-I-A.

8. Expenditure and Net Lending

The total expenditure and net lending inclusive of transfers to county governments
for the period ending 31" December, 2019 amounted to KSh. l,2l8.l billion. This
was KSh. 91.4 billion below the target of I(Sh. 1,309.5 billion which was largely
attributed to low absorption of wages and salaries and development projects funds
by the National Government.

9. Guaranteed Loans

Between July - December 2019,the National Government paid a total of KSh. 329.7
million on account of guaranteed loans against a projected debt service of KSh.
316.2 million.

10. Fiscal Balance

The fiscal balance, on a commitment basis (excluding grants), amounted to a deficit
of KSh. 287.7 billion (equivalent to 2.8 percent of GDP), as at the end of December
2019.

11. External Financing

The Net Foreign Financing amounted to a net borrowing of KSh. 80.7 billion
(equivalent to 0.8 percent ofthe GDP) during the period ending 3l't December 2019.

12. Net Domestic Financing

Net domestic financing amounted to a net borrowing of KSh. 170.9 billion
(equivalent to I .6 percent ol GDP) in the period ending 3 I 't Decemb er 2019 .

13. Domestic Debt Stock

Total gross domestic debt stock increased by 15.4 percent from KSh. 2,548.8 billion
as at end of December 2018 to KSh. 2,942.1 billion by the end of December 2019.

14. External Debt Stock

The total external debt stock, including the lnternational Sovereign Bond, stood at

US$ 30,658.5 millions (equivalent to KSh. 3,106.8 billion) by the end of December
2019. The debt stock comprised of multilateral debt (33.4 percent), commercial debt
(33.1 percent including International Sovereign Bond), bilateral debt (33 percent),
and suppliers' credit debt (0.5 percent).
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RECENT ECONOMIC DEVELOPMENTS

I.O RECENT ECONOMIC DEVELOPMENTS

1.1 Economic Growth

1. The economy remained strong amid unfavourable weather conditions experienced
during the year 2019. The economy recorded a fairly stable growth of 5.1 percent in the third
quarter of 2019 compared to a growth of 6.4 percent in the corresponding quarter of 2018.
Growth was mainly supported by strong performance in the services' sub-sectors such as
information and communicatiorl transportation and storage, and accommodation and
restaurant (Table 1).

Table l: Sectorat GDP performance(o/o)

2. Agricultural sector recorded a decreased growth of 3.2 percent in the third quarter of
2019 compared to a growth of 6.9 percent in a similar quarter of 2018, as a result of delayed
long rains. Consequently, the sector's contribution to GDP growth declined to 0.6 percent in
the third quarter of 2019 compared to 1.3 percent in the same period in 2018 (Table 1). The
sector's growth was hampered by contraction in volumes of fruits, vegetables, tea and
sugarcane production occasioned by lower than expected rainfall.

3. A resilient non-agricultural sector continues to support economic growth. The sector
(service and industry) remained vibrant growing by 5.7 percent in the third quarter of 2019
down from a growth of 6.5 percent in a similar quarter in 2018. The sector contributed 4.0
percent to real GDP growth in the third quarter of 2019 compared to a contribution of 4.5
percent in the same quarter of 2018 (Chart f).
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RECENT ECONOMIC DEVELOPMENTS
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Chart 1: Sectors Contribution to Real GDP Growth.

Source of Data: Kenya National Bureau of Statistics

4. Services sector remained the main source of growth and expanded by 5.7 percent in the
third quarter of 2019 compared to a growth of 6.5 percent in the same quarter of 2018. The
services sector was supported by transport and storage contributing 0.5 percent to real GDP
growth, hnancial and insurance, real estate and wholesale and retail trade each with a

contribution of 0.4 percent to real GDP. Growth of activities in accommodation and restaurant
(9.0 percent) and information and communication (8.4 percent) also remained vibrant. The
Services sector contributed 3.0 percent to real GDP growth in the third quarter of 2019
compared to the 3.4 percentage contribution in the same quarter of 2018 (Chart 1).

5. The performance of industry slowed down to 4.5 percent in the third quarter of 2019
compared to 5.8 percent in the same quarter in 2018 following subdued activities in the
manufacturing, electricity and water supply and construction sub-sectors occasioned by
delayed rainfall that affected agro-processing activities and electricity generation (Table l).
The sector accounted for 0.8 percentage points of growth in the third quarter of 2019, largely
driven by construction and manufacturing sub-sectors with a contribution of 0.4 and 0.3
percentage points respectively (Chart f).

1.2 Inflation

6. Year-on-year overall inflation remained low, stable and within the Government target
range of 5+l-2.5 percent at 5.8 percent in December 20t9 up from 5.7 percent in December
2018 due to higher food inflation. Similarly, overall annual average inflation remained within
the Government target range at 5.2 percent in December 2019 compared to the 4.7 percent to
the same month in 2018 (Chart 2a).
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RECENT ECONOMIC DEVELOPMENTS

Chart 2a: Year on Year Inflation Rate

Source of Date: Kenya National Bureau of Statistics

7 . The delay in the onset of rains resulted in lower agricultural activities and raised food
inflation from 2.6 percent in December 2018 to 9.3 percent in December 2019 on account of
rising prices of key food items such as spinach, kale, tomatoes, onions and sugarcane.

8. Core inflation (Non-Food-Non-Fuel) remained below 5.0 percen! with a low and stable
contribution to overall inflation, reflecting muted demand pressures in the economy on account
of prudent monetary policies. The contribution of fuel to overall inflation declined from 3.3
percent in December 2018 to 0.6 percent in December 2019 on account of declining energy
prices. The major driver of overall inflation from April 2019 has therefore, been food inflation
(Chart 2b)

Chart 2b: Contribution to Overall Inflation
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RECENT ECONOMIC DEVELOPMENTS

g. Kenya's rate of inflation compares favorably with the rest of Sub-Saharan Africa
countries. In Decemb er 2019, Kenya recorded a lower inflation than Ghana , Zambia, Rwanda,

Nigeria and Ethiopia (Chart 2c).

Chart 2c: Inltation Rates in selected African Countries (December 2019)
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1.3 Balance of Payments

10. The overall balance of payments position improved to a deficit of US$ 1,049.9 million
(l.l percent of GDP) in the year to November 2019 from a deficit of US$ 1,068.7 million (1.2

percint of GDP) in the year to November 2018 (Table 2 and Chart 3). The improvement in
the overall balance was due to an improvement in the current account.

I L The capital account declined by US$ 47.2 million to US$ 214.7 million in the year to

November 2019, reflecting a decline in project grants. Similarly, the financial account

deteriorated to US$ 6,639.9 million in November 2019 compared to US$ 6,026.4 million in
November 2018. The f,rnancial inflows were mainly in the form of other investments, direct
investments and portfotio investments which stood at US$ 4,153.9 million, US$ 1,209.1

million and US$ 1,286.3 million, respectively in November 2019.
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Table 2: Balance of Payments (US$ Million)

12. The current account balance narrowed by 12.9 percent to a deficit of US$ 3,931.3
million (4.1 percent of GDP) in the year to November 2019 compared to a deficit of US$
4,512.6 million (5.2 percent of GDP) in the year to November 2018. This was due to narrowing
of the merchandise account deficit as well as increase in net services and secondary incomes.
The balance in the merchandise account narrowed by US$ 36l 3 mitlion to US$ 9,987.9 miltion
in the year to November 2019 on account of increase in exports particularly coflee and cut
flowers and lower imports of SGR-related equipment, Net services recorded an improvement
of 9.1 percent over the same period mainly on account of higher receipts from tourism
subsector. The current account deficit is estimated to have narrowed to 4.5 percent of GDP by
end of 2020 (Table 2).

Chart 3: Performance of Balance of Payments and its Components
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RECENT ECONOMIC DEVELOPMENTS

1.4 Foreign Exchange Reserves

13. The banking system's foreign exchange holding remained strong at US$ 12,873.5

mitlion in NovemberZStg from US$ 11,531.1 million in November 2018. The oflicial foreign
exchange reserves hetd by the Central Bank improved to US$ 9,174.5 million (5.6 months of
importiover) in November 2019 compared with US$ 8,280.7 million (5.4 months of import
cover) in November 2018. This fulfils the statutory requirement to maintain reserves at a
minimurn of 4.0 months of imports cover, and the EAC's convergence criteria of 4.5 months

of imports cover and thus provide an adequate buffer against short term shocks in the foreign
exchange market. Commercial banks holdings stood at US$ 3,698.9 million in November2019
up from US$ 3,250.4 million in November 2018 (Chart 4).

Chart 4: Official Foreign Reserves

Source of Dda: Centrul Bankof Kenya

1.5 Exchange Rates

14. The Kenya Shilling remained competitive supported by continued narrowing of the

current account deficit and adequate foreign exchange reserves. The Shilling appreciated

against the US Dotlar and the Euro exchanging at an average of I(Sh. 101.4 and KSh. 112.7 n
December 2019 from KSh. 102.3 and KSh. I16.4 in December 2018, respectively. However,
against the Sterling Pound the Shilting weakened exchanging at an average of IGh. 133 in
December 2019 compared to KSh. 129.7 in December 2018 (Chart 5a).
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RECENT ECONOMIC DEVELOPMENTS

Chart 5a: Kenya Shilling Exchange Rate

Source ofDeta: Central Bank ofKenya

15. The Kenya Shilling has remained relatively stable, compared to most sub-Saharan
Africa currencies (Chart 5b). In the year to December 2019, the Shilling strengthened by 0.9
percent against US Dollar, when most currencies such as Ghanaian Cedi, Rwanda Franc,
Mauritius Rupee among others were depreciating. The low volatility is attributed to resilient
performance in exports particularly coffee and cut flowers, strong diaspora remittances,
improved receipts from services such as tourism and lower imports of food and SGR-related
equipment.

Chart 5b: Performance of Selected Currencies Against the US Dollar (December 2018 to
December 2019)
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RECENT ECONOMIC DEVELOPMENTS

1.6 Money and Credit

16. Growth in broad money supply, M3, slowed down to 5.6 percant in the year to
December 2019 compared to a growth of 10.1 percent in the year to December 2018 (Table
3). This was due to th; decline in the growth ofboth net foreign assets (NFA) and net domestic

assets (NDA). Despite the slowdown, growth in M3 was supported by an improvement in the

growth of demand deposits despite a decline in the time and savings deposits, foreign curency
deposits, and currency outside banks.

Table 3: Money and Credit Developments (12 Months to December KSh. bitlion)

17. NFA of the banking system in the year to December 2019 grew by 12.7 percent,

compared to a growth of 38.3 percent in the year to December 2018. The decline in NFA of
the Central Bank partly reflected declined foreign curency deposits by the Central Bank. On

the other hand, increase in NFA of commercial banks, partly reflected increase in growth of
their deposit holdings with non-resident banks alongside decreased foreign curency deposits

accumulation.

18. Meanwhile, NDA declined to register a growth of 3.7 percent in the year to December

2019 from a growth of 4.4 percent over a similar period in 2018 (Chart 6). This is largely due

to a decline in net credit flbws to the government. However, net credit flows to other public

sector and the private sector increased during the review period'
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RECENT ECONOMIC DEVELOPMENTS

Chart 6: Growth in Money Supply and Its Sources

Sourcc of DAa: Centrul Bank of Keny

19. Annual credit to the private sector grew by 7.1 percent in the year to December 2019,
compared to a growth of 2.4 percent in the year to December 2018. In particular, credit to
consumer durables, manufacfuring, trade and transport & communication sectors registered
strong growths of 26.0 percent,9.2 percent, 8.9 percent and 8.1 percent, respectively. This
offset the substantial loan repayrnents recorded in the mining and construction sectors in the
year to December 2019. Private sector credit growth is expected to strengthen in 2020 due to
the repeal of interest rate cap.

1.7 Interest Rates

20. Short-term interest rates remained fairly low and stable. The Central Bank Rate was
reduced to 8.5 percent on 25tr November 2019 from 9.0 percent in August 2018 to support
economic activity. The interbank rate declined to 5.9 percent in December 2019 from-8.2
percent in December 2018 due to enhanced liquidity in the money market. The glday Treasury
Bills rate declined to 7.2 percent in December 2019 compared to 7.3 percent in December 20lii
(Chart 7).
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Chart 7: Short-Term Interest Rate

Source

21. The interest rates for the other government securities have been declining indicating
that the implementation of government domestic borrowing program supported market

stability. Ovir the same period therefore, the 182-day Treasury Bills rate declined to 8.2 percent

from 8.4 percent while 3644ay increased to 9.8 percent from 9.7 percent. The lending rate is

expected io be determined by the market forces following the repeal of the lending interest rate

capping through the Finance Act 2019.

1.8 Nairobi Security Exchange

22. Activity in the capital markets slowed down in December 2019 compared to December

2018, with equity share prices declining as shown by the NSE 20 Share Index. The NSE 20

Share Index was2,654.4 points by end of December,2019 compared to 2,834.8 points by end

December, 2018. However, the market capitalization improved from KSh. 2,102 billion to
KSh. 2,540 billion over the same period (Chart 8).

Chart 8: Performance at the NSE
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FISCAL DEVELOPMENTS

l

l
2.0 FISCAL DEvELoPMENTS

2.1 Revenue

23. By the end of December 2019, total revenue collected including A-l-A amounted to
KSh. 930.4 billion against atarget of KSh. 1,059.3 billion (Table 4). The revenue was
below target by KSh. 128.9 billion mainly due to underperfonnance of all major tax heads
and AJ-A. Ordinary revenue collection was KSh. 857.9 billion against a target of KSh.
946.2 billion, KSh. 88.4 billion below the target (Chart 9). The A-I-A collected was below
target by KSh. 40.5 billion during the period under review. The underperformance of A-I-
A was mainly due to non-inclusion of A.I.A from some SAGAs in the Ministerial
expenditure returns for the period under review. The Railway Development Levy collection
amounted to KSh. I1.6 billion against a target of KSh. l4 billion. Compared to the last FY,
total revenue collection grew by l7.l percent. The revenue data in Government Finance
Statistics Manual2014 (GFSM2014) format is shown in annex II.

Table 4: Government Revenue and External Grants, Period Ending 31't December,
2019 (KSh. Millions)
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24. As a proportion of GDP, the total revenue and grants in the period under review was
9.I percent compared to 8.6 percent in the corresponding period in the FY 2018/19. External
grants amounted to KSh. l0.l billion against a target of KSh. 16.5 billion, which is an under
performance of KSh. 6.4 billion.
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Chart 9: Ordinary Revenue by Source, Period Ending 3l't December,2019
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2.2 Expenditure

25. The total expenditure and net lending for the period under review amounted to KSh.

l,2l8.l billion, agalnst a target of KSh. 1,309.5 billion. The shortfall of KSh. 91.4 billion
is attributed mainly to lower absorption recorded in development expenditures by the
National Government. Recurrent expenditure for National Government amounted to KSh.
806.1 billion (excluding KSh. 21.6 billion for Parliament and Judiciary), against a target of
KSh.772.zbiltion leading to an over expenditure of KSh. 33.9 billion. The over expenditure
in recurrent category was mainly due to above target expenditure on operation and

maintenance (Tabte 5 and Chart 10).

t2



FISCAL DEVELOPMENTS

Iln!.5: Expenditure and Net Lending, period Ending 3l"t December,2019 (KSh.
Millions)

?9. loreiSn interest payments amounted to KSh. 61.5 billion, an increase compared to
KSh' 46.1 billion olel lhg_lame period in the FY20l8/19. The domestic interest payments
totalled to KSh. l47.2billion, which was higher than the KSh. 131.5 billion piid in tte
corresponding period in the previous financial year. The expenditure data in CfSU ZOt+
format is shown in annexes III and IV.

Chart l0: Expenditure and Net Lending for the Period Ending 3l"t December, 2019
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FISCAL DEVELOPMENTS

2.2.1 National Government Expenditures by Public Agencies

27. The total ministerial and other public agencies expenditure including A.I.A was

KSh. 841 .2 billion against a target of KS-h. 1,003.5 biltion. Recurrent expenditure was KSh.

sij.g billion againit a rarget- of KSh. 612.1 billion, while development expenditure^

amounted to KSh. 267.4 biliion against atarget of KSh. 391.3 billion. The percentage of
total expenditures to the target *uJ83.8 percent while the percentage of total expenditures

to the target for recurrent ani development were 93.7 percent and 68.3 percent respectively,

as at the- end of the period under review. The discrepancy between actual and target

expenditures was partiy due to the non-capture of th9 parastatals and other government

"rititi". 
expenditgr.. h"n"" under reporting by MinistrieVgovernment agencies. These

ministerial expenditures are therefore, provisional.

28. As at the period ending 3l't December, 2019, recurrent expenditure-s by the State

department for darly Learning and Basic Education, State department-for University

Ed^ucation; Teachers-service C6mmission; State department for Vocational and Technical

Training and the Ministry of Health (Social Sector) accounted for 47.6 p€rcent of total

.o,..."rit expenditure. In addition, the State Department for Interior and the Ministry of
Defence accounted for l0 percent and 9.4 percent of total recurrent expenditure

respectively.

Zg. Analysis of development outlay indicates that the State Department-for Transport

accounted for the largest share of tlre total development expenditure (23.7 percent),

fotlowed by the State bepartment for Infrastructure (19.3 percent), State Department for

Energy (1i.9 percent), i4inistry of water and Sanitation (7 percent), and the State

Oepa:riment foi Housing and Urban Development (4.2 percent). Except State Departnent

of iransport, the other"large MinistrieVstaie Departments were below target because of
non-inclusion of expenditure from the sub National and some donor funded projects. Table

6 shows the recurrent and development expenditures by State Departments, Ministries and

Commissions for the period under review-
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Table 6: National Qgve-r_lqrent Expenditures by Public Agencies, Period Ending 3l't
December, 2019 (KSh. Millions)
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FISCAL DEVELOPMENTS

30. During the period under review, the Education Sector recorded the highesl

absorption of"l06 percent of its budget, followed by National Security SecJor with 100.7

p"r""nt. The Health sector recorded the lowest absorption of 46.5 percent (Chart f f).

chart 1l: Sectorat Budget Absorption as at 31't December, 2019

2.2.2 Pending Bills

31. The total outstanding pending bitls as at 3l't December 2019 amounted to KSh. 89.9

bilion. This comprised of I{Sh. $., billion and KSh. 46 billion historical and FY2018/19

pending bills respectively. The pending bills trave declined compared to first quarter of
FY20lrl20 due to payments in line with Gorernment Policy on P91qi1g bills' The

Government has maintained clearance of pending bitls as a priority. All MDAs, therefore,

are expected to continue to settle pending Lills as a first charge in the current financial year

in line with the Treasury Circular No. 7/2019.

2.2.3 Guaranteed Loans to Parastatals

32. Cumulative principal and interest payments of guaranteed loans to parastatals with

liquidity problems amornjted to KSh. 329:7 million agailsl_a payment target of I(Sh' 316.2

mittion-ltable 7) in the period ending 3l't December, 2019. This is 99ual to the pa)rments

made in the hrsi quartei b".urs" thJre were no guaranteed loans falling due during the

second quarter.
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FISCAL DEVELOPMENTS

Table 7: Schedule andActual Payments on Guaranteed Debt for the Period Ending
3l't December, 2019 (KSh. Millions)

,t

Source: National TreasurT

2.3 Fiscal Outturn

33. Between I 't July, 2019 and 3 I't December, 20 I 9, the fiscal balance (on commitment
Ltf and excluding grants) amounted to KSh. 287.7 billion (equivalent to 2.8 percent of
G_DP) against a targeted deficit of KSh. 250.2 billion (equivalent to 2.4 pe.c"nt of GDp)
(Chart 12 and Table 8). The fiscal balance (including grants and on a commitment basisi
stood at 2.7 percent of GDP against a targeted deficit of 2.3 percent of GDp.
Chart 12: Fiscal Balance as at 3l't December 2019

Source: National Treasury

34. Over the same period in FY20l8/19, the fiscal deficit including grants (on
commitment basis) stood at KSh. 2T2billion (equivalent to 2.9 percent of COe;. fhe fiscal
outturn in the last six financial years, and the printed budget, the revised budget as per the
2019 BROP and the first supplementary budget for the FY 2019/20 are shown in Annex I.
Further, GFSM 2014 Compliant Budgetary Central Government fiscal data for the first half
of FY20l9l20 are shown in annexes V and VL
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Table 8: Budget Outturn, Cumulative Ending 3l't December, 2019 (KSh. Millions)
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FISCAL DEVELOPMENTS

2.4 Financing

2.4.1 Externaltr'inancing

31.__ __ Pylry tfr. period under review, net external financing amounted to a net borrowing
of KSh. 80.7 billion (Table 9). Total disbursements (inflows) including Appropriations-inl
Aid amounted to KSh. 124.5 billion for the period ending 3l.t Decembei, ZOlg against a
target of t(Sh. 218.6 billion. The actual total disbursement included KSh. 6l.tbillion
Project Loans A.I.A., KSh. 42.7 billion for the SGR, KSh. 9.8 billion Project Loans-Cash,
KSh. 5.6 billion commercial loans and KSh. 4.7 billion Programme Loans. External
repayments (outflows) of principal debt amounted to KSh. 43.9 billion. The amount
comprised of principal repayrnents due to commercial institutions, bilateral, and
multilateral amounting to I(Sh. 20.9 billion, KSh. 13.8 billion and KSh. 9.2 billion,
respectively.

Table 9: External Financing, Period Ending 3l"t December, 2019 (KSh. Mi[ions)

Source: National Treasury

2.4.2 Domestic Financing

36. By the end of December 2019, net domestic financing amounted to KSh. 170.9
billion (Table l0) against a target of KSh. 72.9 billion (Table 8). The financing comprised
of KSh. 80.2 billion, KSh. 78.1 billion, KSh. l0 billion and KSh. 2.6 billion bonbwing from
commercial banks, Non-Banking Financial Institutions, the Central Bank, and Non-
residents respectively. Comparatively, for the same period in 2018, the domestic financing
amounted to KSh. 130.8 billion, comprising of KSh. 93.7 billion, KSh.4l.2 billion and
KSh. I billion borrowing from Central Bank of Kenya, Non-Banking Financial Institutions
and Non Residents respectively and a net repayment of KSh. 5 billion to the Commercial
Banks (Table l0 and Chart l3).
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Chart 13: Domestic Financing for the Period Ending 3l't December, 2019

Data Source: Centrd Bank of KenYa

i7. The stock of Treasury Bills held by Non-residents increased by KSh. 0.8 billion.
While the stock of Treasury Bills held by Non-Banks and Commercial Banks recorded a

net decrease of KSh. 45.8 biilion and KSh. 26.1 respectively. The stock of Fixed Rate Bonds

held by non-Banks, Commercial Banks and Non-residents recorded a net increase of KSh.

108.7 6itlion, KSh.65.7 billion, and KSh. 1.5 billion respectively (Table l0).
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Table [0: Domestic Financing, Period Ending 3l't December, 2019 (KSh. Millions)

*provisional

Source: Centrel Bank ofKenya

3.0 PUBLIC DEBT

3.1 Overall Debt Position

38. The gross public debt as at 3ls December,2019 increased by KSh. 776.4 billion to
KSh. 6,M8.9 billion compared to KSh. 5,272.5 billion as at end of December 2018. The
gross public debt comprised of 51.4 percent external debt and 48.6 percent domestic debt.
The increase in the public debt is attributed to external loan disbursements and the uptake
of domestic debt during the period. The net public debt was KSh. 5,518.5 billion by end of
the period under review (Table ll).
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Table ll: Kenya's Public and Publicly Guaranteed Debt, December 2017 to
December 2019 (KSh. Millions)

*Provisional

Source: National Treasury

3.2 Domestic Debt

39. The stock of Treasury Bills held by Central Bank, Commercial Banks, Non-Banking
Financial Institution and Non Residents decreased by IGh. 20.5 billion from KSh. 899.4
billion in December 2018 to KSh. 878.9 billion in December 2019. The total stock of
Treasury Bonds, which include Floating, Fixed Rate, Special and Zero Coupon Bonds,
increased by IGh. 353.6 billion from KSh. 1,076 billion in December 2018 to KSh. 1,429.7

billion in December 2019 (Chart 14)

DtBrstx(t Ded' llr-18 lulS SeplS Der-18 ]lr-19 Jul9' &tl9, De(-19'

EITTilil[

B["AIMA[

MII,IIAMAI

C.0I\MCHIBA\I(S

SIPTTIRSCNMIT

:gl"{tg

tl1.8{i

'11,j?{

1j.086

8m,9ll

8i6,766

858,061

16,691

816,1 l9

8r0$6

906J8e

l6,ll5

811,545

8j?.?10

898j49

16,109

89{,m

871,680

938, l5l

16,857

9r6j71

8{6j87

941,763

16,6i6

996,05e

9l{J94

1,096,753

r6931

1.01{,091

1,001,8 I'

1,068,66{

l:,191

1,03r,J38

1,023,8J1

1,0J8,691

16,7i1

st3-I0T.{L 2-151.T5 l-ill.t3l h{0.199 t.6ffi-133 lrn.:31 !.rll$E t.0l3.t38 3.lll.1' 3.106.313

DO}ISIIC:

ct\]utB.L\l

CO}I\IRCIALBA\TS

96.19'

l,l},9r{

9i,i8i

l116,t66

I 10,.781

1166,15i

eojr0

ljl5,l33

ll8,196

1J89,5J8

89,709

1,397,771

109,60?

l.{l{.{31

120,19{

I,{l5,0ll

llJrTl

l,l9u3t

I0I.{LB.l\1S lJll.'{' rJ!0.119 IJ''J3t l.{05.54t l,{01.'55 L{8r.$0 l-il{.033 l-{35505 1.60'Jl0

IOI B[\TS & IO\ RISDT\]S 998,61t l,l0l,!96 l, lJ5, l6l l,l{1,015 l,ll I,0il u61,899 I,ill,li{ l,3i{,69.t

st3.I0llt rJr0J65 lJjl.65l 2.{r8"$35 l.r{0.:0{ h{3.'r0 1.69t.53! 2.r$5J3; !.$56.639 !J{!,101

GRI\DIOIIIGROSS t"fl.l60 {,88{.0$1 i.0$.03{ 5.1t6.03: i:'2.t01 5.00.130 5J09,0r5 5"e6$.106 6.UrSJ2:

LE$OI.U{DNG

ISS 00\B]\iM[\lm0Sm

(,(,t01)

0$rl{)

(.t xl)

(501,{0{)

('(,70l)

({31,019)

/(

GRI\DIOI.[\TI {JnI35 rJol.$? {.{88.:5: {.6t8"el2 {.33{,'5r 5.016J06 5_101,6{6 5.il6.5:: 5.518.{:l

22

I



FISCAL DEVELOPMENTS

1,600,000

1,400,000

1200,000

I ,000,000e
.9

E
a
!

E

t
EI

800,000

600,000

400,000

200,000

Dec-2018

rTrelsryBoo& rTrcaaryBillr

Dec-2019

IOthc'rs lFrozcaGovcmaf ,t,Cs

Chart 14: Domestic Debt Stock by Instruments

Source: Deta from CBK

40. The stock of gross domestic debt increased by KSh. 393.3 billion from KSh. 2,548.8
billion in December 2018 to KSh. 2,942.1 billion in December 2019 (Table 12).
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Tabte 12: Stock of Domestic Debt by end of December 2019 (KSh. Millions)

'Provisional

Source: Central Bank ofKenya

3.3 External Public Debt

4l. In dollar terms, external public debt stock increased by US$.3,914.86 million from
US$.26,743.62 million in December 2018 to US$.30,658.48 million by the end of
December, 2019 (Tabte l3). The increase is attributed to a rise in external disbursements
made during the period. The debt stock comprised of 33.4 percent, 33.I percent, 33 percent,
and 0.5 percent owed to multilateral, commercial, bilateral and suppliers creditors
respectively.
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Table 13: Kenya's External Public and Publicly Guaranteed Debt December 2017-
December 2019 (US$ Millions)

** include IMF item

l/ incl. Intemational Sovercign Bond
Note : The exchange rat€ as at end December 2019 was KSh. 101.34 per dollar.

Source: National Treasury

42. Compared to the same period in FY20l8ll9, external public debt stock from
Comrnercial Banks, bilateral sources and multilateral institutions recorded an increase in
December, 2019120. External debt stock from suppliers' credit remained constant in
December, 2018 and December, 2019 (Chart l5).
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Chart 15: External Public Debt by Source

Source: National Treasury

33.f External Debt Service

43. By the end of December 2019, the total cumulative debt service payments to
external creditors amounted to KSh. 105.4 billion. This comprised of KSh. 43.9 billion
(41.6 percent) principal and KSh. 61.5 billion (58.4 percent) interest (Table l4).
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Table 14: External Debt Service, July 2019 - Decernber 2019 (KSh. Million)

+* IMF debt serviced by CBK
Source: National Treasury
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44. By the end of December 2019, the total cumulative debt service payments to
external creditors comprised of 57 percent,29 percent and l4 percent of the total payments
to commercial, bilateral and multilateral creditors respectively (Chart 16).

Chart 16: External Debt Service by Creditors at end of December,20l9
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Source: National Treasury
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ANNEXES

4.0. ANNEXES

Annex I: Fiscal Results, 20l3ll4 - 201912020 (KSh. Millions)
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ANNEXES

GFSM 2OI4 COMPLIANT TABLES FOR BUDGETARY CENTRAL GOVERNMENT

Annex II: Revenue (KSh. Millions)

l/Includes Capital Gains Tax and Stamp duty
2/Includes Ordinary excise, RML, PDL, Electricity levy
3/ Includes Import duty, RDL, IDF
Source: National Treasury

Glsn
Code Description

Annuel Budget
Estimates

FY20r9t20

Cummulative

PreL Actual
FY2019/20 Qr

Cumulative
PreL Actual
FY20r9/20 Q2

I
ll

111

llll
tlt2
lt4

I l4l
ll4ll
tt4t4
tt42
l15

I l5l
t2

122

t22r
r3

l3l
l3l I

t3t2
132

t32t
1322

t4
l4t

l4l I
t4t2
l4ls
t42

1422

t43
t4

Accounting nethod:
Revenue

Taxes

Texes on incom, pmfib, and capital gains

Payable by indiviJuab

Payable by corporatbns ard other enterprbes

Taxes on goods and senices
General taxes on goods ad services

Vahr-added taxes

Taxes on ftnncial and capital transactions'

Excbes2

Taxes on internetionat trrde and Eensactions

Crstons ard other inport duties3

Sociel contributions
Othe r s ocial contributions

Enpbpe combrrbrs
Grents

From breign go\€mnEnB

Current

Capital
From hterratbnal organbatbns

Crnrem

Capial
Other rtvenue

Property irrcom
lnterest

Divilerds
Rent

Sahs of goods erd services

Adminbtrative fees

Fines, penalties, ud forfeits
Miscellrneous and unfrtentified nevenue

Cash

2,1s4,686
1,914,170

884,369

468,497

415,872

836,645

512,528

495,980
16,548

324,116

193,156

193,156

I,l2g
1,128

1,128

38,785

33,785

33,785

5,000

5,000

200,604

39,030
2,133

34,528

2,369

154,0M
154,084

2,ggl
4,500

Cash

423,961

394,014

180,721

98,199

82,522

176,277

to9,s27
105,779

3,748

66,750

37,017

37,017

4t
48

48

2,902
2,802

2,802

27,W7
8,046

8s2
6,087

1,107

18,542

18,542

415

95

Cash

9&,522
802,129

367,429

20s,266

162,163

357,7t5
220,562

211,544
9,018

137,223

76,915

76,91s

2N
2q
244

L0,147

8,207

8,207

1,941

1,941

128,005

90,257
1,576

86,665

2,016

36,580

36,s80

1,054

l14

30



ANNEXES

Annex III: Expense (KSh. Millions)

Source: National Treasury

Descrfution

Annual Budget
Estimates

FyzOIgDO

Cummilative
PreL Actual
FY201e/20 Ql

Cunulative
PreL Actuat
F 12019/20 Q2

Accounling nahod:
Expense

Co4ensetion of e ryloye es

Wages ard sahrbs
Sociel contributions

Achnl social corilrbrrions

Use ofgoods and servkes
O/ttlV DeErrce ad NIS

Free Secondary Educatbn (FSE)

Free Prinary Educatbn (FPE)

Irterest
To rnrresilerils
To resilerfs othr than gureral goranrrrnt

Subcirfes

To pr$lic corporatbrs
To prirale afierprises

Gnrnb
To inte rnetio ml olganizations

Curert
Capfal

To otlrer generel governnrcr$ tmits

Current

OAil TrarsEr to CowE Gorrcnrrprrs (ES)

TrarsEr to Otlpr bveb ofGovemnprf (SOB)
Capital
OAU TrarsErto CoutyGovemnnnB (ES)

TrarsEr to Other leveb ofGor.emnErf (SOB)

I Socielbenefits

I erpbyer social berrfts

I otrerexpense
I uiscenamu other expense

Cash

2,587,696

493,92
452,792
40,E51

40,851

393,496

l42,l9l
59,702

13,401

ul,48l
150,941

290,540

1,953

1,953

l,og3,27l
5,341

5,341

1,077,929

s92,034
217,000

37s,034
485,895

93,000

392,895

l63,0tt
163,088

10,765

10,765

Cash

524,798
110,435
109,779

655

655

100,516

26,554

24,752

2,822
110,413

34,163

76,250

t29
129

t77AU

177,4U
90,220

38,550

51,671

87,2@

16,521

70,742

25,821

2s,821

Cash

1,113,25E

231,402
230,005

1397
1,397

210,259

71,977

57,389

9,175

208,675

61,512

147,1&
r329
1,329

410,699

227,038

78,429

148,609

183,661

33,612

150,048

49,293

49,293

1,600

1,600

410,6w

3l



Annex IV: Transaction in Assets and Liabilities (KSh. Millions)

Source: National Treasury

GFSM

Code Description

AnnualBuQet

Estirnates

FY20r9/20

Cummulative

Pre[ Actrul

FY20r920 Ql

Cumulative

Prel. Achnl

rY201920 Q2

3

3l
3u
3l l1

3r l3

32

3212

33

331

33 13

3314

332

3323

3324

Accounting method:

Change in Net Wbrth: Transactions

Net acquisition of mnfinancial asseb

Fked asseb

BuiHtrrS and smrcnres

Other fted assets

Netaquisition of financial asseh

Curerry ad deposits (Donrstb)

Net incunrnce of fiabifities

Donrestic

Secrrities otlrer tlsn shares

Loans

Other Accoufs Payabb

Foreign

Secuities otlrer tlsn shares

L,oans

Cwh

(426,828)

200923

201,188

194,741

6,446

3,223

3,223

630,974

300J14

300,314

330,660

200,000

130,660

Cash

(68/rs)

19,498

lg,4gg

18,740

758

3,456

3,456

91,369

78,551

67,635

10,916

l2,8lg

12,819

Cosh

(198,045)

l04,5ll
lu,sll
102,604

1,907

6,114

6,114

308,669

184,459

161,052

5,321

18,087

lu,2l0

124,210

32

ANNEXES



ANNEXES

Annex V: Statement of Sources and Uses of Cash (KSh' Millions)

4Ay'ertical check: Difference between cash surPtus/deficit and total net cash inflow from financial activities

Source: National Treasury

Curnrlative
L Achral

w20l9D0

Qrrmrulative

Fr20re20 Ql
rL Actual

GFSM

940522
802,129

240

10,147

128,005

1,113160
231,N4
210,259

208,6'15

Cush

(l

Q77,

6,114
6,114

30&669
184,459

r24,2rO
302,556

25,307

1,329

410,699

49,293

1,600

1045rr
1M,5ll
104,511

423961
394,014

48

2,802
27,097

524,798
I10,435

100,516

I10,413
r29

Cash

(r00,837)

(32,422)

r9le8
19,498

19,49E

3,456

3,456

r77,484
25,821

eu6e
78,551

12,818

E7Br3

2,L5/.1686

1,914,239

1,128

38,785

200,535

2,587,696
493,642

393,496

441,481

1,953

1,083,271

Cash

(633,932)

(6,1E1)

3,223

3,223

163,088

1o,765

20o923
200,923

200,923

630974
300,314
330,660

627,751

Cash Floue from Operating Activities:

h receipts from operating activities

Taxes

Socialconrbubrs
Crrants

Ottrr receira

h paymnts for opera-'-rg activities

CorPersatbn of enPbYees

Purchases ofgoods ard servi:es

Interest

Subsilbs

Grants

SochlberPfits

Ottrr PaYnents

cash inflow ftom operating activities

Floua fiomlnvesEEnts in Nonfinancial Assets

):
Purthases of nonfinaocial as sets

Fircd assets

cash outJlow: investments in NFAs (31=31'1-31'2)

surplus / delicit

Floun from Financlng Activities:

acqublbn of frrarrcial assets oltrcr ttnn cash

Donestrc

Foreign

et cash infl,ow fromfinarcing activities

h

method:

oreigt
et incuntnce of liaHlities

change in the stock ofcash

2

2

1

ll

l3

2l
)1

31A
31lA

j1

32x
32lx
322x
33
331

332

JJ

Budget

I



ANNEXES

Annex VI: Statement of Government Operations (KSh. Millions)

Source : National Treasury

GFSM Budget
Estimates

F-Y20t9t20

Cummulative

Actual

F-r20t9t20 Q2

Cumulative
PrcL Actual

I
ll
t2
l3
t4
2

2t
22

24)

25

26

27

28

GOB

32

3I
3t r

321

322

33

33r
332)

Tlansactions Affecting Net Worth:
Revenue

Taxes

Social coruribrrions

Grants

Other reverure

Expense

Conpensation of enployees
Use ofgoods and servbes
Interest

Subsilies

Crrants

Social benefts
Other expense

Gross operating balance
lNet operating balonce
Tnansactions on Nonfinancial Assets :
Net Acquisition of Nonfinancial Assets

Fixed assets

Transactions on Financial Assets and
Liabilitie s @nanciqg):

et acquisition of financial assets
Donrcstb

Fore[n
Net incurrence of liabilities

DonEstic

Foreign

Vertical check: Dffirence between
and

net

ccounting method:

lending / borrowing

Non Cash

2,154,696
l,gl4,23g

l,l2g
39,795

200,535

2,597,696

493,642

393,496
44l,4gl

(6,L

(433,

(433,009)

(633,

3,223
3,223

630,974

300,314

330,660

1,953

1,093,271

l63,0gg
10,765

2OO,g23

200,923

Non Cash

2,902
27,097

524,799

I10,435
100,516

I10,413

129

l7v,4g4
25,921

(100,837)
(100,837)

(120,33

3,456

3,456

91,369

78,551

l2,g l g

423,961

394,014

48

19,4gE

lg,4gg

Non Cash

940,522
g02,l2g

240
10,147

129,005

l,ll3,260
231,404

210,259

209,675

1,329 
)

(172,738)

(r 72,

104,511

104,51I
(277,249)

6,114
6,114

309,669

lg4,45g
124,210

410,699

49,293

1,600

34


