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EXECUTIVE SUMMARY

The preparation of this report was guided by the National Treasury Circular No. 10/2026 of 6"
July, 2026 on Guidelines for the preparation of FY 2027/28 and the Medium-Term Budget,
Medium Term Plan IV of the Kenya Vision 2030, objectives of Bottom-Up Economic
Transformative Agenda, Presidential Directives and the Sub Sector’s Strategic Plan in line to its
mandate.

The report presents performance of Programmes and the Programme Based Budget under
Petroleum Sub-sector. It provides a detailed assessment of implementation of the 2023/24 -
2025/26 Financial Years Medium-Term Budget, which constitutes a review of Programmes
Performance indicating both financial and non-financial performance against the targets set
under the sub-sector’s programme/sub-programmes.

The report also includes the Budget Proposals and Allocations for the FY 2027/28 and the
Medium-Term Budget. These are the resources bid under the Energy Infrastructure and ICT
Sector, and will be utilized in achieving programme targets and outputs. This Budget will be
implemented through the sub-sector’s programme.

Petroleum sub-sector has one programme namely Exploration of Oil and Gas resources and the
following three sub-programmes: Oil and Gas Exploration; Distribution of Petroleum and Gas;
and Administration and Support Services.

During the period under review: the Approved Budget, for the Sub-sector was KSh.56,934.00
million, KSh.30,554.10 million and KSh.30,321.34 million in the FYs 2023/24, 2024/25 and
2025/26 respectively; while the Actual Expenditures was KSh.49,789.00 million,
KSh.24,976.49 million and KSh.24,730.17 million over the same period. The budget absorption
rate therefore was 88%, 82% and 82% in the FY 2023/24, 2024/25 and 2025/26, respectively.

Under Exploration of Oil and Gas sub-programme: Field Development Plan for South-Lokichar
Oil Fields was ratified by the National Assembly paving way development of the Oil Fields;
Geoscientific Data acquisition was undertaken in Block L18 covering 1,215 KM?; Ten (10)
Petroleum Blocks were marketed in Tanzania, Ghana and Kenya; land enquiries and stakeholder
engagements, validation for awards and resolutions of grievances in south-Lokichar were carried
out before awards was also done pending anticipated grievances after land acquisition and
compensation.

Under the Distribution of oil and Gas sub-programme, the following milestones were realized:
6,268MT of fuel stocks secured under Government to Government (G-to-G) import arrangement
framework; a Memorandum of Understanding between the Republics of Tanzania and Kenya
was signed for a feasibility study for a natural gas pipeline from Dar es Salaam to Mombasa;
Under the liquified Petroleum Gas Growth strategy that is aimed at increasing the usage of clean
energy (LPG) in the country; 47,700 6Kgs LPG cylinders were distributed to low-income
households in Kitui, Narok, Siaya, Nyeri and Nairobi; 1,081 housing units were reticulated with
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LPG under the Affordable Housing Programme; and twenty one institutions of public learning
were equipped with LPG infrastructure and seed gas.

Under the General Administration, Planning and Support Services sub-programme Regulations
on transportation of hydrocarbons by rail and road developed within the Draft Petroleum
(Midstream Crude Oil and Natural Gas Transport and Storage) Regulations, 2025; National
Petroleum Policy, 2025 approved by Cabinet and assigned Sessional Paper No. 4 of 2026 by the
National Assembly; fuel prices were stabilized against high landed costs; The Petroleum Act,
Cap. 308 was reviewed and is awaiting submission to Office of the Attorney General for
legislative drafting.

However, Implementation of the sub-sector’s programme and sub-programmes was hampered by
various challenges. These include: global crude oil price volatility including the Middle East
conflict which resulted in high fuel pump prices; community/project affected persons resistance
to programmes and projects; Human resource constraints in the technical units of the sub-sector;
Complexity in land and right of way acquisition; Impasse between Turkana leaders and National
Land Commission on land acquisition process; Lengthy and costly process of development of
policy, legal and regulatory frameworks all leading to a long lead time between project
conceptualization and realization; and Delays in the procurement of goods and services on
account of challenges with the eGP system.

To address these challenges, the Sub-Sector has: enhanced stakeholder consultations with project
affected persons (communities) and their leaders prior to initiation and during implementation of
projects to enhance project acceptance and implementation; enhanced collaboration and
consultations with relevant Ministries, Counties, Departments and Agencies to fast-track land
and right of way acquisition; and will continue to build capacity in oil and gas and project
management.

In the MTEF period 2027/28-2029/30, Petroleum Sub-sector requires KSh. 18,408.03 million,
KSh. 18,444.51 million and KSh. 18,036.22 million for the Financial Years 2027/28, 2028/29
and 2029/30 respectively. Out of this, Recurrent Expenditure requirement is KSh. 14,458.03
million, KSh. 10,459.51 million and KSh. 10,471.22 million over the three year-period while
Development Expenditure requirement is KSh. 3,950.00 million, KSh. 7,985.00 million and
KSh. 7,565.00 million respectively.

The sub-sector plans to utilize the proposed budget of KSh. 18,408.03 million in the FY 2027/28
in the following areas of priority: Monitor Development of South Lokichar Oil fields with a
target production of 20,000 barrels per day; conduct preliminary land acquisition activities
leading to land acquisition in Agete, Ekales and Etom polygons of the South Lokichar Basin;
Acquire geoscientific data on petroleum and gas potential in the existing petroleum blocks;
Market potential petroleum blocks to investors for uptake; Importation and distribution of
petroleum products to ensure security of supply; Monitor quality of petroleum fuels distributed
in the country to mitigate fuel adulteration and diversion of fuel for export; provide overall
oversight and monitor implementation of LPG Growth strategy in institutions of public learning,
Affordable Housing Programme and distribute 6kg gas cylinders to low income households.
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The Subsector will also stabilize fuel market price to cushion consumers against price hikes and
build capacity of officers in oil and gas. Implementation of these programmes and projects will
contribute to employment creation and acceleration of economic growth.
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CHAPTER ONE

INTRODUCTION

1.1 Background

Petroleum Sub-sector plays a critical role of coordinating the Oil and Gas Sector in the country.
The Sector is one of the priority sectors under the Economic Pillar of Kenya Vision 2030, with a
potential to boost the country’s economic growth and development through increased export
earnings, development of infrastructure, employment creation and improvement of social
welfare. In addition, the sector, through supply of petroleum products to the economy, serves as
one of the infrastructural enablers and drivers of the three Pillar of Vision 2030 and plays a
pivotal role in Kenya’s economic development.

The Oil and Gas Sector is key in the realization of the Sustainable Development Goals (SDGs)
particularly Goals 7, 8 and 9 on Affordable, clean, and reliable energy; decent work and
economic growth; and industry, innovation and infrastructure respectively. It also contributes to
realization of the African Union Agenda 2063 aspiration 1 “a prosperous Africa based on
inclusive growth and sustainable development” where countries are expected to ensure adoption
of Science, Technology and Innovations in manufacturing/industrialization and value addition
for enhanced transformation of their economies. Towards this, the Sector will strive to ensure
value addition to the extracted crude oil and gas, while taking into consideration environmental
sustainability during exploration and extraction of oil and gas for enhanced climate resilience
and disasters preparedness and prevention. In addition, the Sector will continue developing oil
and gas pipelines across the country, which will be connected to neighboring countries for ease
of transportation in an effort towards realization of an Integrated Continent with a World Class
Infrastructure crisscrossing Africa. The Sector will also contribute to other regional and
international development frameworks.

Towards implementation of the Bottom-Up Transformation Agenda (BETA), Petroleum sub-
sector will continue implementing programmes and projects aimed at job creation, building
infrastructure, strengthening investor confidence and improving the country’s foreign exchange
balance, while protecting the environment. Investment in the sub-sector will facilitate
implementation of programmes and projects that will enhance accessibility of reliable, quality
and competitive petroleum products. The sub-sector aims at enhancing self-sufficiency and
security of supply of petroleum products by implementing policies and strategies that will ensure
fuel prices are low through sourcing for affordable petroleum products, leveraging on bulk
purchase and enhancing exploration and extraction of crude oil in the country.

This sub-sector report aims to achieve the following:

e Review programme performance in relation to financial expenditure and realized
outputs during the period FY's 2023/24 - 2025/26;
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e Prioritization of programmes and projects that are aligned to the government
development agenda and allocation of resources within the provided budget ceilings;

e (Costing of activities in respective programmes within the sub-sector;

e Preparation and submission of budget proposals for the Sub-sector;

e Justification of proposed programme funding with supporting documentation;

e Report on challenges in budget formulation and implementation; and

e Make recommendations on the findings of the report.

The specific objective of the report is to guide in allocation of resources in the FY 2027/28 and
the Medium Term in line with Section 36 of the Public Finance Management Act, 2012.

1.2 Sub-Sector Vision and Mission

1.2.1 Vision
A regional leader in exploration and exploitation of oil and gas for sustainable development

1.2.2 Mission
To promote sustainable exploitation and management of oil and gas in Kenya

1.3 Strategic Goals and Objectives of the Sub-Sector

1.3.1 Strategic Goals of the Sub-Sector

The main goal of the State Department for Petroleum is to commercialize oil and gas discoveries
in the country.

1.3.2 Objectives of the Sub-Sector
To achieve this, the State Department is working towards realization of the following objectives:

e To promote investments in Oil and Gas exploration;

e To develop and commercialize Kenya’s Petroleum resources;

e To strengthen petroleum policy and legal framework;

e To enhance reliable and secure supply of petroleum products;

e To ensure compliance with quality standards for refined Petroleum Products;
e To enhance environmental conservation; and

e To enhance service delivery.

1.4 Sub-Sector Mandate
The Sub-Sector’s mandate as contained in the Executive Order No. 1 of 2025 on the
Organization of the Government of the Republic of Kenya is:

e  Petroleum Policy;

e  Strategic Petroleum Stock Management;

e  Management of Upstream Petroleum Products Marketing;

e Oil and Gas Exploration Policy Development;
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e  Oil/Gas Sector Capacity Development;

e  Petroleum Products, Import/Export Marketing Policy Management;
e Licensing of Petroleum Marketing and Handling; and

e  Quality Control of Petroleum Products.

1.5 Autonomous and Semi-Autonomous Government Agencies

Petroleum sub-sector has one Semi-Autonomous Government Agency (SAGA), the National Oil
Corporation of Kenya (NOCK). The SAGA is 100% state-owned and was established in 1981
under the Companies Act, Cap 486. Its mandate is oil and gas exploration, importation and sale
of Petroleum products in order to provide stability in the market. The Companies Act, Cap 486
was repealed and replaced by the Companies Act No. 17 of 2015 to include Government’s
commercial interests in the oil and gas sector.

1.6 Roles of Sub-Sector Stakeholders
The sub-sector recognizes the roles played by various stakeholders in promoting the
development, use and coordination of Petroleum sub-sector. Key Stakeholders and their roles

include: -
Stakeholder Role

1. | Energy and Petroleum | The Energy and Petroleum Regulatory Authority (EPRA) was
Regulatory Authority | established under the Energy Act of 2019 as an independent
(EPRA) regulatory authority. The Authority has the responsibility for

economic and technical regulation of electric power,
renewable energy, upstream and downstream Petroleum. Its
functions also include tariff setting, review, licensing,
enforcement, dispute settlement and approval of power

purchase and network service contracts.

2. | Kenya Pipeline Company

(KPC)

The Company is responsible for provision of bulk storage for
of imported petroleum products and their transportation,
through pipelines, to the hinterland.

National Oil Corporation
(NOCK)

Government-Owned Enterprise mandated to procure and
supply petroleum and to carry on business of exploring for,
exploiting, producing, transporting, refining, storing,
marketing and distributing petroleum and other oils and any
derivatives and products.

Energy Tribunal

The quasi-judicial body was established under section 108 of
the Energy Act, 2006. It came into operation in July 2007 to
primarily hear appeals against the decisions of EPRA. It also
has jurisdiction to hear and determine all matters referred to it
relating to petroleum issues.

Oil Marketing Companies

These are local and international companies licensed to
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(OMCs)

undertake the importation, storage, wholesale, export and
retail of petroleum products.

6. | International Oil | These are international companies licensed to undertake
Companies (I0OCs) exploration and production of oil and gas.
7. | Service Companies in Oil | Are local and international companies offering auxiliary
and Gas services (Exploration, processing & interpretation; logistics
and drilling) to IOCs.

8. | Supply of Kenya Limited | This is a registered company that coordinates the supply
activities of oil marketing companies in Kenya.

9. | Petroleum Institute of East | This is a voluntary membership institution patronized by

Africa (PIEA) among others the major oil companies. It plays a key role in
capacity building and awareness creation in Petroleum.

10. | County Governments: Cooperation and collaboration in execution of oil and gas
projects including giving consents on community land where
extraction takes place.

11. | Development Partners and | Collaboration and funding.

International
Organizations
12. | Parliament Legislation, budget approvals and oversight.
13. | Office of the Attorney | Legal counsel.
General
14. | The National Treasury and | Exchequer funding and issuance of public financial
Economic Planning management guidelines.
15. | Research and Academic | Cooperation and collaboration in research and capacity
Institutions building.
16. | National Environment | Review and approval of ESIA reports.
Management  Authority
(NEMA)
17. | National Land | Constitutional Commission established under Article 67 (1)
Commission (NLC) and Chapter 15 of the Constitution of Kenya 2010, to secure
and manage public land and exercise oversight on use of land
for the benefit of all Kenyans.
18. | Survey of Kenya Official agency of the government in all matters affecting

land survey and mapping.
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CHAPTER TWO

PROGRAMME AND PERFORMANCE REVIEW FY 2023/24 — 2025/26
2.1 Review of Sub- Sector Programme Performance for FY 2023/24 — 2025/26

The milestones realized during the period under review are as follows:

Under Exploration of Oil and Gas sub-programme: Field Development Plan for South-Lokichar Oil
Fields was ratified by the National Assembly paving way development of the Oil Fields;
Geoscientific Data acquisition was undertaken in in various blocks where 3,505KM2 of data were
acquired cumulatively; the petroleum blocks map was successfully reviewed and reconstituted,
resulting in a new gazetted map comprising 50 blocks; Ten (10) petroleum blocks were marketed
cumulatively in Tanzania, Ghana and Kenya; land enquiries and stakeholder engagements,
validation for awards and resolutions of grievances in south-Lokichar were carried out.
Compensation to Government institutions that required restitution was also initiated.

Under the Distribution of Oil and Gas sub-programme, the following milestones were realized:
19,716MT of fuel stocks were secured and a Memorandum of Understanding between the Republics
of Tanzania and Kenya was signed for a feasibility study for a natural gas pipeline from Dar es
Salaam to Mombasa. Under the National LPG Growth Strategy that aims at enhancing LPG usage
in the country: 47,700 - 6Kgs LPG cylinders to low-income households in Kitui, Narok, Siaya,
Nyeri and Nairobi were distributed; 1,081 housing units were reticulated with LPG under the
Affordable Housing Programme for low-income households; and twenty-one Public Institutions of
Learning were installed with LPG infrastructure and seed gas supply to twenty-one institutions. In
addition, a Framework for engagement of private sector in implementation of the CCG Programme
was developed.

Under the General Administration, Planning and Support Services sub-programme the following
were achieved; ten Downstream Petroleum Regulations were developed; Regulations on
transportation of hydrocarbons by rail and road were developed within the Draft Petroleum
(Midstream Crude Oil and Natural Gas Transport and Storage) Regulations, 2025; National
Petroleum Policy, 2025 was approved by Cabinet and assigned Sessional Paper No. 4 of 2026 by
the National Assembly; fuel prices were stabilized against high landed costs; and the Petroleum Act,
Cap. 308 was reviewed and is awaiting submission to Office of the Attorney General for legislative
drafting.

While the subsector achieved the above, the following challenges were experienced during the
period under review: global crude oil price volatility including the Middle East conflict which
resulted in high fuel pump prices; community/project affected persons resistance to programmes
and projects; human resource constraints in the technical units of the State Department; complexity
in land and right of way acquisition; impasse between Turkana leaders and National Land
Commission on land acquisition process; lengthy and costly process of development of policy, legal
and regulatory frameworks all leading to a long lead time between project conceptualization and
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realization; and delays in the procurement of goods and services on account of challenges with the
eGP system.

To address these challenges, the Sub-Sector has: enhanced stakeholder consultations with project
affected persons (communities) and their leaders prior to initiation and during implementation of
projects to enhance project acceptance and implementation; enhanced collaboration and
consultations with relevant Ministries, Counties, Departments and Agencies to fast-track land and
right of way acquisition; and will continue to build capacity in oil and gas and project management.
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ANNEX 4: PROGRAMME PERFORMANCE REVIEW FY 2023/24 - 2025/26

Annex 4A: Review of Programme Sector/ Sub-Sector Programme Performance

Table 4.1: Sub-Sector Programme Performance

Programme

Key Outputs

Key
Performance
Indicators

Planned Targets

Actual Achievements

2023/24

2024/25

2025/26

2023/24

2024/25

2025/26

Remarks

1193: STATE DEPARTMENT FOR PETROLEUM

Programme: Exploration and Distribution of Qil and Gas

Outcome: Enhanced commercialization of oil and gas discoveries and improved access to competitive, reliable and quality petroleum

products
Sub- Petroleum Petroleum - 1 - - 1 - Target achieved. Petroleum Blocks
programme Blocks Blocks Map were reconstituted and a new blocks
1.1: Oil and reviewed map gazetted with 50 blocks.
Gas No. of 3 3 2 3 10 10 The over-achievement was attributed to
Exploration petroleum the reconstitution of petroleum blocks
blocks that resulted into a new petroleum block
marketed map with 13 premium blocks, of which
three are licensed to Gulf Energies
International.
% 20 70 100 15 75 90 Target not achieved in 2023/24 FY due
completion to change of Government Policy on
level of a bid foreign travel that hindered
round announcement of the Bids during the
conducted Africa Oil Week in South Africa.

The target was surpassed in 2024/25 FY
due to the preparation of bid documents
for 10 premium petroleum blocks
following reconstitution of petroleum
blocks. Target not achieved in 2025/26
FY due to delays in procuring support
services for Kenya's  petroleum
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Programme

Key Outputs Key Planned Targets Actual Achievements Remarks
Performance
Indicators | 2023/24 |2024/25|2025/26|2023/24/2024/25/2025/26
exploration licensing rounds led to the
non-completion of the bid rounds.
South Field 1 1 1 0 0 1 The underachievement in FY 2023/24
Lokichar Oil | Development and FY 2024/25 was attributed to the
Fields Plan (FDP) exit of Tullow Energies BV and the
developed farm-in by Gulf Energies International,
which necessitated the review of the
previously submitted Field
Development Plan (FDP). However, in
FY 2025/26, the South Lokichar FDP
was reviewed, approved by the Cabinet
Secretary and ratified by Parliament on
25th February 2026, Pursuant to Article
71 of the Constitution of Kenya and
Section 31 of the Petroleum Act, Cap.
308, paving way for its implementation.
% of 50 70 80 35 55 65 Target not achieved due to delays in
preliminary completion of the land acquisition
activities on process within the statutory timeline of
land 24 months, which led to
acquisition commencement of the process in July
undertaken 2025.
% of the 40 60 100 40 55 60 Target not achieved because
preliminary construction of the Lokichar-Lamu
activities for Crude Oil Pipeline was scaled down on
Crude Oil account of preference of trucking over
Pipeline the pipeline and the exit of Tullow Oil
KBV.
% of the 30 50 70 40 45 70 Target achieved. Activities undertaken
preliminary jointly with the Ministry of Water,
activities for Sanitation and Irrigation included;
the make-up realignment of the pipeline route to
water existing road reserves, topographic
pipeline survey, Front End Engineering Design

17| Page




Programme | Key Outputs Key Planned Targets Actual Achievements Remarks
Performance
Indicators | 2023/24 |2024/25|2025/26|2023/24/2024/25/2025/26
undertaken (FEED) and development of a detailed
design of Bill of Quantities (BoQ) and
issuance of make-up water pipeline
licenses for development.
Geo- Area (Km2) 1,310 1,000 | 1,200 | 1,265 | 1,025 | 1,215 | Target not achieved in FY 2023/24 due
scientific for which to adverse weather conditions that
Data geoscientific affected full coverage of the targeted
data has been Blocks. In FYs 2024/25 and 2025/26,
acquired targets were  overachieved  due
(onshore) additional staff/Interns in the exercise.
% of 30 70 90 15 30 40 Target not achieved due the lengthy
preliminary process of verification of TGS
activities on documentation relating to the novation
acquisition agreement for the acquisition of ION
of 3D multi- Geophysical (the company contracted to
client data undertake the exercise) following its
completed bankruptcy. = Awaiting the Attorney
(shallow General's legal advisory on the issue.
offshore)
% of 20 30 30 20 20 30 Target achieved in 2023/24 FY. Target
preliminary not achieved in 2024/25 FY due to
activities on delay in signing of the MOU between
development the Republic of Tanzania and Kenya.
of the natural The MOU was signed on 4th May 2026
gas pipeline thus achieving set target in 2025/26 FY.
undertaken
SP 1.2: Petroleum Metric 6,690 6,960 | 7,240 | 7,140 | 6,308 | 6,268 | Overachievement in FY 2023/24 was
Distribution of | products Tonnes of due to reduction in the prices for
Oil and Gas petroleum petroleum products that led to an
products increase in the demand;
distributed Underachievement in FYs 2024/25 and
('000) 2025/26 was due to reduced demand for
petroleum products, and withdrawal of
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Programme | Key Outputs Key Planned Targets Actual Achievements Remarks
Performance
Indicators | 2023/24 |2024/25|2025/26|2023/24/2024/25/2025/26
South Sudan from Kenya's
Government-to-Government  (G-to-G)
petroleum import arrangement
contributed to lower-than-anticipated
import volumes respectively.
No. of 36 36 36 43 39 36 Target overachieved in FYs 2023/24
Industry and 2024/25 due to more industry
engagements engagements necessitated by
unforeseen changes in the demand for
and supply of petroleum products to
ensure their continued availability in
both the local and regional markets.
During the FY 2025/26, the industry
engagement meetings were held as
planned
Quality of No. of 12 12 12 12 12 12 Target achieved. Monthly random spot
imported monthly checks were conducted as scheduled.
petroleum random test
products visits
ascertained | conducted at
petroleum
dispensing
sites
Liquefied No. of LPG 100,000 | 60,000 | 40,000 0 0 47,700 | Target not achieved in FY's 2023/24 and
Petroleum cylinders 2024/25 due to the need for the Kenya
Gas (LPG) distributed Bureau of Standards (KEBS) to re-
cylinders certify the procured LPG cylinders and
accessories, as well as the lengthy
process of verifying the assets and
finalizing the transfer agreement
between the State Department and the
National Oil Corporation of Kenya
(NOCK). In FY 2025/26,
overachievement of set target was as a
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Programme | Key Outputs Key Planned Targets Actual Achievements Remarks
Performance
Indicators | 2023/24 |2024/25|2025/26|2023/24/2024/25/2025/26

result of support from the County

Government of Kitui during National

Government 2025 Mashujaa Day

function.

Public No. of public 100 60 200 0 20 1 Target not achieved in 2023/24 FY due

learning learning to an emerging issue that arose during

institutions | institutions project  implementation  requiring

provided provided acquisition of Environmental and Social

with CCG with CCG Impact Assessment (ESIA) certification
of each institution different from the
planned single ESIA certificate for the
project.

In 2024/25 and 2025/26 FYs, target not

achieved due to Government’s directive

requiring the State Department to
partner with the private sector in
implementing the project.
SP 1.3: Petroleum No. of 9 2 2 0 1 1 Target not achieved since finalization of
Administration, | Policy, Petroleum the Draft Regulations is dependent on
Planning and Legislations, | Regulations review of the Petroleum Act, Cap 308
Support Regulations | developed which is in progress.
Services and Master e Regulations on transportation of
Plan hydrocarbons by rail and road
developed within the  Draft
Petroleum (Midstream Crude Oil
and Natural Gas Transport and
Storage) Regulations, 2025.

e Administrative process for the
development of the second
regulations on refineries
commenced.

Petroleum - - 1 - - 0 Target not achieved due to halting of
Act. Cap 308 the exercise to await approval of the
reviewed National Petroleum Policy that is
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Programme

Key Outputs Key Planned Targets Actual Achievements Remarks
Performance
Indicators | 2023/24 |2024/25|2025/26|2023/24/2024/25/2025/26
expected to guide the review of the Act.
The Policy was approved by Cabinet on
15.12.2025. The review of the Act was
conducted, stakeholders were engaged,
and their feedback was incorporated
into the Draft Amendment Act, and a
final  report  prepared  awaiting
submission to the Office of AG for
formal Drafting.
National - - 1 - - 0 Target not achieved due to halting of
Petroleum the exercise to await approval of the
Master Plan National Petroleum Policy that is
developed expected to inform development of the
Master Plan. The Policy was approved
by Cabinet on 15.12.2025 and a Draft
National Petroleum Master Plan, 2026
prepared.
Cap af:lty No. of 100 100 100 190 227 220 The target was overachieved due to the
building and | officers . .
skills trained sugce_:ssful 1mp1ementat10nl of group
training programmes, which enabled
development . .
in oil and more participants  to be trained than
initially planned.
gas
Monitoring | No. of M&E 4 2 2 4 2 2 Targets were achieved as planned.
and reports
Evaluation
(M&E)
Services
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Annex 4B: Analysis of Expenditure Trends for the FY 2023/24-2025/26

The financial analysis for the period under review (Financial Years 2023/24 - 2025/26) is as

tabulated below.

Table 4.2: Analysis of Recurrent Expenditure (KSh. Million)

Vote: 1193
Economic Approved Budget Allocation Actual Expenditure
Classification 2023124 | 202425 | 2025126 | 2023124 | 2024/25 2025/26
Gross 54,571.00 | 27,363.20 | 25,030.34 | 47,574.00 | 21,956.49 19,683.43
AIA 29.442.00 | 27,031.64 | 24,703.40 | 22,518.00 | 21,632.03 19,359.63
NET 25,129.00 331.56 326.94 | 25,056.00 324.46 323.80
Compensation to 224.00 241.35 269.94 211.00 240.68 267.69
Employees
Transfers - 8,428.91 2,170.00 - 8,428.91 -
Other Recurrent 54,347.00 | 18,692.94 | 22,590.40 | 47,363.00 | 13,286.90 19,415.74
Utilities 4.00 3.70 3.76 2.00 2.38 3.54
Rent 51.00 86.04 51.00 - 76.75 50.41
Insurance - - - - -
Subsidies 54,186.00 | 18,571.09 | 22,450.00 | 47,264.00 | 13,181.44 19,313.31
Gratuity B B B B B -
Contracted 2.00 5.59 8.92 1.00 5.13 8.74
Guards &
Cleaners Services
Others 104.00 26.50 76.72 96.00 21.20 39.74

(Communication,
Supplies and
Services, Printing
, Advertising and
Information
Supplies and
Services;
Hospitality
Supplies and
Services,; Olffice
and General
Supplies and
Services; Fuel Oil
and Lubricants;
Purchase of Office
Furniture and
General
Equipment)

The Approved Recurrent Budget decreased from KSh.54,571.00 million to KSh.27,363.20 million
and further to KSh.25,030.34 million in FYs 2023/24, 2024/25 and 2025/26, respectively during the
period under review. Actual expenditures were KSh.47,574.00 million, KSh.21,956.49 million and
KSh.19,683.43 million, out of the approved recurrent budget in FYs 2023/24, 2024/25 and 2025/26,
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respectively. The absorption levels therefore for the FY 2023/24, 2024/25 and 2025/26 were 87%,
80% and 79%, respectively.

The decline of budget absorption in 2025/26 financial year is attributable to partial utilization of
funds earmarked for oil market price stabilization against high landed costs, and non-disbursement of
a current grant to National Oil Corporation of Kenya.

Table 4.3: Analysis of Development Approved Budget Vs Actual Expenditure (KSh.
Million)

Sub-Sector: Petroleum
Vote.and Vote o Approv.ed Budget Al TBsypara R
Details Description Allocation
2023/24 | 2024/25 | 2025/26 2023/24 | 2024/25 | 2025/26
Vote: 1193 Gross 2,363.00 | 3,190.90 | 5,291.00 | 2,215.00 | 3,020.00 | 5,046.74
State GoK 293.00 -1 10000 230.00 - 48.23
Department for
Petroleum Loans B B B B B B
QGrants - - - - - -
Local AIA 2,070.00 | 3,190.90 | 5,191.00 | 1,985.00 | 3,020.00 | 4,998.51

The Approved Development Budget for the period under review increased gradually from KSh.
2,363.00 million to KSh.3,190.90 million and KSh.5,291.00 million in FY 2023/24, 2024/25 and
2025/26, respectively. The Actual expenditure was KSh.2,215.00 million, KSh.3,020.00 million
and KSh. 5,046.74 million in FY 2023/24, 2024/25 and 2025/26, respectively. The absorption
levels of the approved budget therefore, was 94%, 95% and 95% in FY 2023/24, 2024/25 and
2025/26, respectively.
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Table 4.4: Analysis of Programme Approved Budget Vs Actual Expenditure (KSh. Million)

PROGRAMME DETAILS Approved Budget Actual Expenditure

2023/24 2024/25 2025/26 2023/24 2024/25 2025/26
Programme 1: Exploration and
Distribution of Qil and Gas
SP.1.1: Oil and Gas Exploration 1,862.00 2,157.00 3,762.21 1,772.00 2,001.00 3,687.99
SP.1.2: Distribution of oil and gas 563.00 1,089.00 1,594.00 499.00 1,071.00 1,423.48
SP.1.3: General Administration & 54,510.00 27,308.00 24,965.13 47,569.00 21,904.00 19,618.70
Support Services
Total Programme 1 56,934.00 30,554.10 30,321.34 49,789.00 24,976.49 24,730.17
Total Vote 1193 56,934.00 30,554.10 30,321.34 49,789.00 24,976.49 24,730.17
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The total Approved Budget for the sub-sector decreased from KSh.56,934.00 million, KSh.
30,554.10 million and KSh.30,321.34 million in the FY 2023/24, 2024/25 and 2025/26,
respectively. The amount of KSh.56,934.00 million in the FY 2023/24 included a provision to
settle outstanding payments to Oil Marketing Companies.

The Actual Expenditures during the period under review were KSh.49,789.00 million, KSh.
24,976.49 million and KSh.24,730.17 million in the FY 2023/24, 2024/25 and 2025/26,
respectively. The budget absorption rate was therefore 88 %, 82 % and 82 % in the FY 2023/24,
2024/25 and 2025/26, respectively.

Table 4.5: Analysis of programme Approved Budget Vs Actual Expenditure (KSh. Million)

Economic Classification Approved Budget Actual Expenditure
2023/24 | 202425 | 202526 | 2023124 | 2024125 | 202526

Programme 1. Exploration

and Distribution of Oil

and Gas

Current Expenditure 54,571.00 | 27,363.20 | 25,030.34 | 47,574.00 | 21,956.49 | 19,683.43

Compensation of

Employees 22400 |  241.00 269.94 211.00 240.70 267.69

Use of goods and Services | 54 556 o 114.20 137.95 | 47,305.00 97.80 100.04

Grants and other Transfers 8,428.91 2.170.00 i 8,428.90 i

Other Recurrent 61.00 | 18,578.89 | 22.452.45 58.00 | 13,189.10 | 19.315.70

Capital Expenditure 2,363.00 | 3,19090 | 5291.00 | 2215.00| 3,020.00 | 5,046.74

Acquisition of Non-

Financial Assets 1,414.00 | 1.454.08 | 2.083.50| 1272.00| 1384.00| 1,960.33

Capital Grants to

Government Agencies 43000 | 482.00| 1,127.50 430.00 482.00 | 1,127.50

Other Development 519.00 | 1,254.82 | 2,080.00 512.00 | 1,154.00 | 1,958.91

Total Programme 1 56,934.00 | 30,554.10 | 30,321.34 | 49,789.00 | 24,976.49 | 24,730.17

Total Vote 56,934.00 | 30,554.10 | 30,321.34 | 49,789.00 | 24,976.49 | 24,730.17
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Table 4.6: Analysis of Recurrent Budget Vs. Actual Expenditure for SAGAs (KSh. Million)

Sector: State Department for Petroleum

Kenya Petroleum Refineries Limited (KPRL)

Economic Classification

Approved Budget

Actual Expenditure

2023/24

2024/25

2025/26

2023/24

2024/25

2025/26

Gross

3,515.91

3,515.91

AIA

NET

Compensation to Employees

Transfers

Other Recurrent

Of Which

Utilities

Rent

Insurance

Subsidies

Gratuity

Contracted Guards &Cleaners
Services

Others specify

3,515.91

3,515.91

The grant of Kshs.3,515.91milion in the FY 2024/25 was to cater for settlement of outstanding oil
yield shift to Oil Marketing Companies (OMCs).

Sector: State Department for Petroleum

National Oil Corporation of Kenya (NOCK)

. . . Approved Budget Actual Expenditure
Economic Classification
2023/24 | 2024/25 | 2025/26 | 2023/24 2024/25 2025/26
Gross - | 4,913.00 | 2,170.00 - 4,913.00 -
AIA - - - - - -
NET - - - - - -

Compensation to Employees

Transfers

Other Recurrent

Of Which

Utilities

Rent

Insurance

Subsidies

Gratuity
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Sector: State Department for Petroleum

National Oil Corporation of Kenya (NOCK)

. . . Approved Budget Actual Expenditure
Economic Classification
2023/24 | 2024/25 | 2025/26 | 2023/24 2024/25 2025/26
Contracted Guards &Cleaners - - - - - -
Services
Others specify - |4,913.00 | 2,170.00 -| 4,913.00 -

The grant to the National Oil Corporation of Kenya (NOCK) of Kshs.4,913.00 million was to
cater for settlement of a long-standing loan to Kenya Commercial Bank Limited and other Oil
Marketing companies while the KShs.2,170.00million was to cater for an outstanding loan to

Stanbic Bank.
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Annex 4C: Analysis of Capital Projects (Amount KSh. Million)

Estimated Cost of

the Project Timeline FY 2023/24 FY 2024/25 FY 2025/26 Remarks

(Financing)

- = = g ] g » = 8 @n o~
Project Code | $ = -% g 31 ER g @ 2 g g % E § Z <
& Project | g g = v | B | &L | E§dx2 |3 > | 9% | % |5, | &S |28
Title =~ s g < S H qd 8 S s >d S M Q o0 5 2K

G £ S < < oS | =49 Sleg | 240 < oS | £2 | 2

23 R 3 TO|? | | €Y | T EEHE T |C O|£: |Es |25

Rl 5| = 2 Se| 23| S5 |2 2| 2328 2 2| 2| S5 | ES | 25

T2 | ¥ T e g S| EM 25 | 29 ES| Al ESY S2E EH| AN ES |22 | S

2|3 5| 3 &g 2S| 2c| Es | E9 52| 513528 Eq 25| 52| 5 |35 | B

=% [ O = | & K] <@ | <208 |OoY <@]| <] Umgu‘=<m <208 [Cg |O%

Ksh Million Ksh Million Ksh Million Ksh Million
1193100201 6,600 | 6,600 - | 01/01/2014 | 01/07/2028 | 430 - 3,398 | 51 | 332 - 3,730 | 57 | 325 - 4,055 | 2,545 62 | The Block is licensed to
Petroleum NOCK, Exploration
Exploration activities in line with
in Block 14T the terms of the signed
(Petroleum Production Sharing
Exploration Contract are ongoing.
in Block T11) Milestones realized
include:

e A comprehensive
integration  of  all
geological and
geophysical data

acquired within the
block since 2009 in
collaboration with
CGG Veritas.
Capacity building of
NOCK’s technical
team conducted as a
component of the
collaboration
Acquisition of an
additional 400
Magnetotelluric (MT)
geophysical data
points covering the
area added following
the recent  block
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reconstitution.
As part of local

community

engagement in the
project area, a
Corporate Social
Responsibility (CSR)
programme

implemented to equip
three science
laboratories at

Paterson High School
in the Magadi area of
the block.

1193100401
Preparatory
Activities for
the Lokichar -
Lamu Crude
Oil Pipeline
{Lokichar-
Lamu Crude
Oil Pipeline
(LLCOP)}

10,000

10,000

01/07/2015

30/06/2030

351

2,948

29

417

3,363

34

695

4,047

5,953

40

Stakeholder
engagement and
public  participation
forums conducted in
all the six counties
Lamu, Garissa, Meru,
Isiolo, Samburu and
Turkana Counties, for
the Project Affected
Persons on land
acquisition.

A survey and
valuation covering the
entire  crude  oil
pipeline conducted;

Land acquisition
plans completed for
Meru and Samburu
Counties.

In FY 2025/26, the
construction of the
Crude Oil Pipeline
was zero budgeted.
This was during the
exit of Tullow Oil
KBV and firm of Gulf
energy E&P B.V
Limited.

1193100404
Early

23,486

23,486

01/01/2011

30/06/2030

197

956

397

1,290

5.5

1,330

2,560

20,926

10.9

Resettlement  and
Livelihood
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Monetization
of First Oil
Project
(South
Lokichar Oil
Field
Development)

Restoration
Framework for
Project Affected
Persons (PAPs) in the
Upstream
Development  Area
completed

Draft Grievance

Redress  Framework
(GRF) developed
pending  finalization
in FY 2026/27

ESIA for the make-
up water pipeline
conducted and license
issued

Land Survey,
inspection, and
valuation of the six
gazetted polygons and
related infrastructure
undertaken, but is
being repeated
following the
expiration of the
statutory timelines of
24 months for land
acquisition in FY
2024/25.

In FY 2025, survey,
valuation and
inquiries undertaken
in three polygons
(Ngamia, Twiga, and
Amosing) and Kapese
operations base

In FY 2025/26

partial land
acquisition was done
for public
developments that

required restitution.
South Lokichar
FDP approved by the
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Cabinet Secretary
(CS) and ratified by
Parliament on 25th
February 2026 paving
way for its
implementation.

Work  Programme
and Budget for Gulf
Energy Ltd with
respect to blocks T6
and T7 approved.

1193100407
Oil
Exploration
and
Monitoring
(Upstream
Oil and Gas
Exploration)

14,164

14,164

01/07/2016

30/06/2030

6,272

44

956

7,139

50

1,347

8,483

5,681

59

Geoscientific ~ data
acquisition
undertaken in Blocks
L9 (previously L16
and L17), Block L10
(L18 and L19) and
Block L14.

Evaluation of gas
potential  completed
and data packages and
atlases for blocks: L8,
L21, L10, A6 and A3
prepared.

Promotion of open
blocks in  Accra,
Ghana, Dar es Laam
in Tanzania during
EAPCE’25, Uganda,
and at the 30"
Colloquium of
African Geology 2025
in Nairobi Kenya
undertaken.

Capacity building in
oil and gas for over

500 officers
undertaken
o Development of
policy, legal and
regulatory
frameworks
including:  National
Petroleum Policy
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2026; Amendment of
the Petroleum Act
CAP 308; and
Petroleum

Regulations on
transportation of
hydrocarbons by rail
and road developed
within  the  Draft
Petroleum

(Midstream Crude Oil
and Natural Gas

Transport and
Storage) Regulations,
2025; Mid-term

Review of the 2023-
2027 Strategic plan
and draft National
Petroleum Master
Plan undertaken

1193100301
Fuel Marking
(Midstream
and
Downstream
Petroleum
Distribution)

2,404

2,404

01/01/2015

30/06/2030

54

251

10

234

481

20

255

738

1,666

29

Quality assurance of

petroleum  products
undertaken as planned
through monthly
quality  enforcement
(monthly spot-checks
at the dispensing
sites) and in

collaboration with the
relevant government
agencies;

Industry
engagements for
import planning and
vessel scheduling
conducted fortnightly;

Monitoring of
petroleum  products
handling
infrastructure
conducted.
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1193100405
LPG
Distribution
and
Infrastructure
-BETA

8,200

8,200

01/07/2014

30/06/2030

383

2,006

24

456

2,451

30

908

3,301

4,899

40

The procured assets,
comprising LPG
cylinders and
associated
accessories, were
successfully
transferred to NOCK
for distribution. A
total of 47,700 LPG
cylinders were
distributed during FY
2025/26.

The project scope
was expanded to
include LPG
reticulation in
Affordable Housing
Projects (AHPs).
During the pilot
phase, 1,080 housing
units at Mukuru kwa
Njenga AHP were
successfully
reticulated in FY
2024/25.

Regulatory
monitoring and
inspection  exercises
were conducted at
Mukuru Kwa Njenga
AHP to ensure
compliance with
relevant legislation.

1193100408
Clean
Cooking Gas
for Boarding
Learning
Institutions
(Clean
Cooking Gas
{CCG} for
Public
Learning

3,165

3,165

01/07/2023

30/06/2028

126

63

399

460

15

431

777

2,388

25

LPG infrastructure
was installed in 21
public institutions of
learning during the
pilot phase, and seed
gas provided.

Regulatory
monitoring and
inspection  exercises
were conducted to
ensure compliance
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Institutions)

with relevant
legislation.

Draft  Framework
for private sector
involvement
developed.
Monitoring and
evaluation exercises
were conducted in all
21  institutions to
assess the extent to
which the project
objectives were being
achieved.

Totals

68,019

68,019

2,363

15,894

3,191

18,914

5,291

23,961

44,058
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Annex 4D: Review of Pending Bills

Type/Nature Due to lack of Exchequer Due to lack of provision
Amount (KSh. Millions) Amount (KSh. Millions)
2023/24 | 2024/25 | 2025/26 2023/24 2024/25 2025/26

1. Recurrent - - - 15 0 26.2
Compensation of employees
Use of Goods and Services e.g. utilities,
domestic or foreign travel etc. 15 0 0.7
Social benefits e.g. NHIF, NSSF -
Other expense -
2. Development - 160 0 - - -
Acquisition of non-financial assets 105 0
Use of goods and services 55 0 25.5
Others-Specify
Total Pending Bills - 160 0 15 0 26.2

At the close of the 2025/26 Financial Year, the

kshs.26,220,575.40

Annex 4E: Summary of Court Awards

The Sub sector had no court award at the close of the 2025/26 financial year.
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CHAPTER THREE

MEDIUM TERM PRIORITIES AND FINANCIAL PLAN FOR THE MTEF PERIOD 2027/28-
2029/30

3.0 Prioritization of Programmes and Sub-Programmes

In the MTEF period 2027/28-2029/30, Petroleum Sub-sector has prioritized programmes and sub-programs
intended to facilitate provision of clean, sustainable, affordable, reliable and secure oil and gas products and
services.

3.1 Programmes and Objectives
Each programme approved for MTEF finding is listed below, with a concise statement of its primary and its
contribution for the sub-sector’s strategic goals.

Table 3.1: Programmes and Objectives

Programmes Objectives Strategic Contribution
1. | Exploration and Distribution | To enhance commercialization Transform the economy through
of Oil and Gas of oil and gas discoveries and national investment in oil and
manage security of supply of gas, and provide a conducive
petroleum products. business environment by ensuring

sufficient stock of quality
petroleum products at affordable
prices.
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3.2 Programmes Matrices (Outcomes, Outputs, and Key Performance Indicators (KPIs))

Below is a summary of the Programme, delivery unit, key Programme output, Key Performance Indicator, targets for Medium Term Plans 2027/28 -
2029/30 period.

Table 3.2: Programme, Sub-Programme, Outcome, Outputs and KPIs

Programme Delivery Unit Key Outputs Key Performance Target Actual Target Target Target Target
Indicators 2025/26 | Achievement | (Baseline) 2027/28 | 2028/29 2029/30
2025/26 2026/27

1193: STATE DEPARTMENT FOR PETROLEUM

Programme 1: Exploration and Distribution of Oil and Gas

Outcome: Enhanced Commercialization of Oil and Gas Discoveries and Improved Access to Competitive, Reliable and Quality Petroleum Products

SP 1.1 Petroleum Petroleum No. of petroleum blocks 2 10 3 3 4 4
Exploration of Upstream Blocks marketed
Oil and Gas % of a bid round 100 90 100 - - -
conducted
No. of  Production - - 3 - - -
Sharing Contracts
No. of Signature Bonus - - 3 - - -
Developed % of land acquisition 80 65 100 - - -
South Lokichar | preliminary activities -
Oil Field Phase I (Ngamia,

Amosing, Twiga, and
Kapese Operation Base)

% of land acquisition - - - 50 100 -
activities - Phase 1I
(Agete, Ekales, Etom)

% of the Crude Oil 100 60 60 65 85 100
Pipeline preliminary
activities

% of the preliminary 70 70 - - - -
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Programme

Delivery Unit

Key Outputs

Key Performance
Indicators

Target
2025/26

Actual
Achievement
2025/26

Target
(Baseline)
2026/27

Target
2027/28

Target
2028/29

Target
2029/30

activities for the make-up
water pipeline

No. of barrels of crude
oil produces per day
monitored

20,000

20,000

20,000

Geo-scientific
Data

Km? for which
geoscientific data has
been acquired (onshore)

1,200

1215

1,200

1,200

1,200

1,200

% of  preliminary
activities on acquisition
of 3D multi-client data
(shallow offshore)

90

40

100

Km? for which 3D multi-
client has been acquired
(shallow offshore)

7,000

7,000

Natural gas
discoveries and
development

No. of evaluation reports
on gas potential (Blocks
A3, A6)

% of preliminary
activities on development
of the Kenya-Tanzania
natural gas pipeline

50

30

100

SP 1.2:
Distribution of
Oil and Gas

Petroleum
Downstream

Petroleum
products

Metric Tons of

Petroleum Products
distributed ('000)

7,240

6,268

7,530

6,519

6,780

7,051

Liquefied
Petroleum Gas
(LPG)

No. of low-income
Households supplied
with 6Kg LPG cylinders
and accessories

40,000

47,700

40,000

40,000

40,000

40,000

No. of public learning
institutions provided with
Clean  Cooking Gas
(CCQG)

200

200
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Programme Delivery Unit Key Outputs Key Performance Target Actual Target Target Target Target
Indicators 2025/26 | Achievement | (Baseline) 2027/28 | 2028/29 2029/30
2025/26 2026/27
No. of Public Institutions - - - 300 300 300
monitored on
implementation of Clean
Cooking Gas (CCGQG)
Programme
Energy and Quality of | No. of monthly random 12 12 12 12 12 12
Petroleum petroleum tests at petroleum
Regulatory products dispensing sites
Authority (EPRA)
SP 1.3: General | Administration Petroleum No. of Regulations 2 1 2 2 2 2
Administration, legislations, developed  (Upstream,
Planning and regulations and | Mid/Downstream
Support Services Master Plan Regulations)
Petroleum Act, Cap. 308 1 0 1 - - -
reviewed
National Petroleum 1 0 1 - - -
Master Plan finalized
Fuel Prices | Monthly  Reports on 12 12 12 12 12 12
stabilized price stabilization
HRM&D Officers trained | No. of officers trained 100 220 100 100 100 100
CPPMD Project No. of M&E Reports 2 2 2 2 2 2
monitoring and
evaluation
Finance Budget No. of budget reports 3 3 3 3
prepared
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3.2.1 Programmes by Order of Ranking
Petroleum Sub sector has one programme;

» Exploration and Distribution of Oil and Gas

3.3 Sub-sector Resource Allocation

3.3.1 Resource Allocation Criteria

The Sub-Sector programmes are aligned to the following criteria derived from the Treasury
Circular No. 10/2026 of 6 July 2026.
1) Programmes that enhance value chain and linkage to Bottom-Up Economic
Transformation Agenda (BETA) priorities;
i1) Linkages of the programme with the priorities of Medium-Term Plan IV of the Vision
2030;
iii) Presidential Directives and Cabinet Decisions;
iv) Completion of on-going projects, stalled projects and payment of verified pending bills;
v) Degree to which a programme addresses job creation and poverty reduction;
vi) Degree to which a programme addresses the core mandate of the State Department;
vii) Programmes that support mitigation and adaptation of climate change;
viil) Cost effectiveness, efficiency and sustainability of the programme; and

ix) Requirements and furtherance of the implementation of the Constitution.
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Table 3.3: Petroleum Sub-Sector Recurrent Requirements/Allocations (KSh. Million)

Approved . c
Vote and Economic Estimates Requirement Allocation N
Vote Details | Classification
2026/27 | 2027/28 | 2028/29 | 2029/30 | 2027/28 | 2028/29 | 2029/30
1193 Gross 21,891.00 | 14,458.03 | 10,459.51 | 10,471.22 | - - -
AIA 21,540.00 | 14,070.00 | 20,026.50 | 20,026.50 | - - -
State NET 351.00 | 388.03 | 9,566.99 |9,555.28 |- - -
Depafrtment Compensation
or to Employees | 295.15 326.44 | 326.93 336.74 | - - -
Petroleum Grants and
Transfers - - - - - - -
Other Recurrent | 21,595.85 | 14,131.59 | 10,132.58 | 10,134.48 | - - -
Table 3.4: Petroleum Sub-Sector Development Requirements /Allocations (KSh. Million)
.. Approved Budget . .
Description Allocation Requirement Allocation
2026/27 2027/28 | 2028/29 2029/30 | 2027/28 | 2028/29 | 2029/30
Description
Gross 150.00 3,950.00 | 7,985.00 | 7,565.00 | - - -
GOK - - - - - - -
LOANS - - - - - - -
GRANTS - - - - - - -
Local AIA 150.00 3,950.00 | 7,985.00 | 7,565.00 | - - -
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Table 3.5: Analysis of Programmes and Sub—Programmes (Current and Capital) Resource Requirements (KSh. Million)

Programme
s

Approved Budget

Projection (Requirement)

2026/27

2027/28

2028/29

2028/30

Current

Capital

Total

Current

Capital

Total

Current ‘ Capital |

Total

Current

Capital | Total

PROGRAMME 1. Exploration and Distribution of Oil and Gas

Sub-
Programme
1.1
Exploration
of Oil and
Gas

72.98

72.98

99.17

2,845.00

2,944.17

102.15

7,105.00

7,207.15

105.22

6,695.00 6,800.22

Sub-
Programme
1.2
Distribution
of Oil and
Gas

150.00

150.00

1,105.00

1,105.00

880.00

880.00

870.00 870.00

Sub-
Programme
1.3 General
Administrati
on, Planning
and Support
Services

21,818.02

21,818.02

14,358.86

14,358.86

10,357.36

10,357.36

10,366.00

- 10,366.00

Total
Programme

21,891.00

150.00

22,041.00

14,458.03

3,950.00

18,408.03

10,459.51

7,985.00

18,444.51

10,471.22

7,565.00 | 18,036.22

TOTAL
VOTE 1193

21,891.00

150.00

22,041.00

14,458.03

3,950.00

18,408.03

10,459.51

7,985.00

18,444.51

10,471.22

7,565.00 | 18,036.22
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Table 3.6: Analysis of Programmes and Sub-Programmes (Current and Capital) Resource Allocation (KSh. Million)

Programmes

Approved Budget Allocation
2026/27 2027/28 2028/29 2029/30
Current Capital Total Current (iz:l)l Total Cult'ren Call) ita Total Cl:t're Capital | Total

PROGRAMME 1. Exploration and Dis

tribution of Oil and Gas

Sub-Programme 1.1

Exploration of Oil and 72.98 - 72.98 i i ) ) ) } ) 3 .
Gas

Sub-Programme 1.2

Distribution of Oil and i 150.00 150.00 ) i } ) ) - i} . -
Gas

Sub-Programme 1.3

Gener'al Administration, 21.818.02 i 21,818.02

Planning and Support - - - } } } ) ) )
Services

Total Programme 1 21,891.00 | 150.00 | 22,041.00 - - - - - - - -
TOTAL VOTE 1193 21,891.00 | 150.00 | 22,041.00 - |- - - - - - -
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Table 3.7: Programmes and Sub-Programmes by Economic Classification (KSh. Million)

Economic Approved Resource Requirement Allocation
Classification Budget

2026/27 2027/28 | 2028/29 | 2029/30 | 2027/28 | 2028/29 | 2029/30
PROGRAMME 1. Exploration and Distribution of Oil and Gas
Current Budget 21,891.00 | 14,458.03 | 10,459.51 | 10,471.22 | - i i
Compensation to
Employees 295.15 326.44 326.93 336.74 - - -
Use of goods and
services 95.85 131.59 132.58 134.48 - - -
Current Transfers to
Government Agencies | - - - - - - -
Other Recurrent 21,500.00 | 14,000.00 | 10,000.00 | 10,000.00 | - : :
Capital Budget 150.00 | 3,950.00 | 7,985.00 |7,565.00 |- ; ;
Acquisition of Non-
Financial Assets - 1,680.00 | 5,720.00 | 5,270.00 | - - -
Current Transfers to
Government Agencies | - - - - - - -
Other Development | 150 50 227000 |2265.00 |2.295.00 | - ; ;
TOTAL
PROGRAMME 22,041.00 | 18,408.03 | 18,444.51 | 18,036.22 | - - -
Sub-Programme 1.1 Exploration of Oil and Gas
Current Budget 72.98 99.17 | 10215 | 10522 | - ] ]
Compensation to
Employees 66.45 92.87 95.66 98.53 - - -
Use of goods and
services 6.53 6.30 6.49 6.69 - - -
Current Transfers to
Government Agencies | - - - -
Other Recurrent ) ) ) ) ) i i
Capital Budget | _ 2,845.00 | 7,105.00 | 6,695.00 | - . .
Acquisition of Non-
Financial Assets - 1,630.00 | 5,620.00 | 5,170.00 | - - -

CapitalTransfers to
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Government Agencies

Other Development

1,215.00

1,485.00 | 1,525.00

Sub-Programme 1.2 Distribution of Oil and Gas

Current Budget

Compensation to
Employees

Use of goods and
services

Current Transfers to
Government Agencies

Other Recurrent

Capital Budget

1,105.00

880.00 870.00

Acquisition of Non-
Financial Assets

50.00

100.00 100.00

Current Transfers to
Government Agencies

Other Development

150.00

1,055.00

780.00 770.00

Sub-Programme 1.3 General Adm

inistration,

Planning and Support

Services

Current Budget

21,818.02

14,358.86

10,357.36 | 10,366.00

Compensation to
Employees

228.70

233.57

231.27 238.21

Use of goods and
services

89.32

125.29

126.09 127.79

Current Transfers to
Government Agencies

Other Recurrent

21,500.00

14,000.00

10,000.00 | 10,000.00

Capital Budget

Acquisition of Non-
Financial Assets

Current Transfers to
Government Agencies

Other Development

TOTAL VOTE 1193

22,041.00

18,408.03

18,444.51 | 18,036.22
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Table 3.8: Analysis of Recurrent Resource Requirement vs. Allocation for SAGAs (KSh.

Million)

ECONOMIC
CLASSIFICATION

Approved
Estimates

Requirements

Allocation

2026/27

2027/28 | 2028/29 | 2029/30

2027/28 | 2028/29 | 2029/30

Remarks

Gross

ATA

NET

Compensation to
Employee

Other recurrent

of which

Insurance

utilities

Rent

Subscriptions to
international
organization

Subscriptions to
Professional Bodies

Contracted Professional
(Guards and Cleaners)

Gratuity

Others
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CHAPTER FOUR
CROSS-SECTOR LINKAGES AND EMERGING ISSUES/CHALLENGES

4.1 Cross-Sector Linkages

The Oil and Gas sector has significant contribution to the country’s growth and economic
development. The sector is also highly interlinked with world economic conditions. For instance,
Global inflation having been revised upwards, has led to high prices of energy (oil and gas) as a
result of disruptions in the supply chain, hence bringing about a significant impact on the
performance of the sector locally. Further, a subdued world economy resulting from the war
between USA, Israel and the Iran have largely contributed to the slowdown of the sector locally
due to the shutdown of the Strait of Hormuz which Kenya rely heavy as a major route for its fuel
1mports.

The demand for petroleum products increases with the increased industrialization and
urbanization of developing economies. This is expected to have a positive impact on growth and
development of these economies. However, with the current disruptions in supply of petroleum
products globally, the fuel prices have risen significantly leading to an increase in the cost of
production of goods and services across all sectors of the economy that use fuel as a major input
in their production processes. This in-turn has resulted to a rise in inflation thus impacting on
demand.

Agriculture, Rural and Urban Development (Land, Public Works, Housing and Urban
Development and National Land Commission)

To facilitate acquisition of land and way-leaves for petroleum infrastructure, such as Central
Processing Facilities (CPF), pipelines, and distribution lines and associated infrastructure. The
Commission also gives consent to private investors to access public land for exploration. The
Subsector also works closely with State Department for Housing in the implementation of LPG
reticulation under Affordable Housing Programme for low-income households.

General Economic and Commercial Affairs

The subsector is involved in the compilation of statistical data in respect of uptake of petroleum
products with the Kenya National Bureau of Standards, sourcing of finance for projects, facilitate
fast-tracking of signing of bilateral agreements with other States, among others.

Health

The Subsector supports the Health Sector by reducing the strain in the Health care system by
reducing health hazards and respiratory diseases associated with the use of traditional cooking
fuels by enhancing LPG usage in the country through the Clean Cooking Gas for Public
Learning Institutions, Mwananchi Gas and LPG Reticulation under the Affordable Housing
Programme, for low-income households.
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Education

The sub-sector depends on trained personnel such as geologists, geophysics, petroleum engineers
and natural resource scientists. Further, the sub-sector runs the Morendat Institute of Oil and
Gas. These will require approval of curriculum by the Ministry of Education. The Subsector also
seeks to reduce costs incurred, health hazards and health complications associated with
traditional cooking fuel used in schools.

Governance, Justice, Law and Order

The subsector works closely with the security apparatus to implement projects in areas prone to
insecurity, drumming support for the projects in communities, identification of beneficiaries,
providing security for petroleum facilities and installations; crack down on unlicensed petroleum
refilling sites among others.

The subsector also relies on legal representation and advice during international and national
litigation on petroleum matters and advisory services on contractual matters.

Public Administration and International Relations

The subsector relies on Ministry of Foreign and Diaspora Affairs for coordination on bilateral
cooperation on petroleum initiatives with other countries.

Environmental Protection, Water and Natural Resources

The sub sector relies on the National Environment Management Authority for approval for
Environmental and Social Impact Assessment and Strategic Environmental Assessment reports
for petroleum projects. It also relies on the Ministry of Environment and Climate Change in
provision of water for production of oil while supporting the Ministry by reducing environmental
degradation emanating from usage of traditional fuels such as firewood, biomass and charcoal.
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4.2 Risk and opportunities arising from interdependencies
Aspect Risks Opportunities Coordinated Response &
Mitigation Mechanisms
Financial Financial Risk; High Capital | Opportunity to explore Increasing the financing
Sustainability Investment and wide scope | alternative financing alternatives such as uptake of
of projects putting a strain projects by the private sector,
of available financing utilization of the petroleum
Development Level, and
Government to Government
Framework on fuel
importation, marketing of
potential petroleum blocks for
increased uptake and
realization of projects among
others.
Policy & Policy Risk; Delayed Harmonized policies Strengthen inter-ministerial
Governance Development of key policies | encourage efficiency and | coordination and stakeholder
geared towards unlocking reduce duplication engagements for quick
opportunities in oil and gas realization of development of
policies and plans.
Security Security Risk; Delayed Engagement of Incorporating security

implementation of projects
prone to insecurities

stakeholders dealing with
security, community
engagements to enhance
project uptake and ensure
quality of petroleum
products

agencies to be part of the
project team during project
implementation, engaging
community leaders to
champion the projects among
locals.

Resource Use

Cost overruns and budget
strain due to simultaneous
multi-sector demands

Early initiation of project
procurement process

Development of clear
procurement plans,

Environment &
Social

Environmental Risk;
Environmental degradation
emanating from use of
traditional cooking fuel

Increase LPG usage and
penetration in the country

Partnerships with private
sector to fast tract LPG uptake
and close collaboration with
key stakeholders for synergy
and realization of projects
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4.3 Emerging Issues
The Sub-sector faces a number of emerging issues that affect programme and project
implementation. Most of these issues are driven by national and regional geo-politics, the state of
World economy and other exogenous factors. Key among them include:

1. Global transition to renewable energy that has hampered investment in the Oil and
Gas Sector.

ii.  The need to implement climate mitigation and adaptation actions in exploration and
distribution of oil and gas.
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CHAPTER FIVE
CONCLUSION

The Oil and Gas sector is one of the infrastructural enablers and drivers of the three Pillar of
Vision 2030 and plays a pivotal role in Kenya’s economic development. As urbanization and
industrialization intensify in the country, it is expected that the use of petroleum products will
continue increasing thus contributing to the growth of the economy. The subsector endeavors to
promote sustainable development through enhancing commercialization of discoveries;
developing requisite skills and infrastructure for production of oil and gas; and improving access
to competitive, reliable and secure supply of petroleum products and increasing the uptake of
Liquified Petroleum Gas in line with the National LPG Growth Strategy.

To realize the oil export dream for the country, the subsector will: Continue with exploration of
Oil and Gas; Market of open petroleum blocks locally and internationally; Monitor the
development of South-Lokichar Oil fields and production of crude oil; undertake preliminary
activities on development of Kenya-Tanzania Natural Gas Pipeline; and Development of a
National Petroleum Master Pan to guide oil and gas sector operations in the country. Towards
this end, the sub-sector requires KSh 18,408.03 million; KSh.18,444.51 million; and
KSh.18,036.22 million in FY 2027/28, 2028/29 and 2029/30.

Further, investment in Downstream will enhance supply of quality, reliable and competitive
petroleum products in the country. Key activities to be undertaken include: importation,
distribution and monitoring quality of petroleum products; procurement and distribution of 6Kgs
LPG cylinders to low-income households; Monitoring provision of Clean Cooking Gas (CCG) to
Public Institutions; and Monitoring and evaluation of projects.

The sub-sector will also continue providing policy guidance to the National Oil Corporation of
Kenya (NOC) and continue overseeing the Petroleum Development Levy Fund as established by
the Petroleum Act, Cap. 308.

During the period under review: the Approved Budget, for the Sub-sector was KSh.56,934.00
million, KSh.30,554.10 million and KSh.30,321.34 million in the FYs 2023/24, 2024/25 and
2025/26 respectively; while the Actual Expenditures was KSh.49,789.00 million,
KSh.24,976.49 million and KSh.24,730.17 million over the same period. The budget absorption
rate therefore was 88%, 82% and 82% in the FY 2023/24, 2024/25 and 2025/26, respectively.
Reduced absorption of the Approved Budget in the FYs 2024/25 and 2025/26 is attributed to
stable fuel prices which reduced the need for cushioning Kenyans from high fuel prices under the
Oil Market Price Stabilization Programme. The Subsector will continue close monitoring of
projects for timely project turn around, initiate procurement of goods, works and services to
enhance project completion and reduce pending bills which stood at KSh.26.22 million as at 30™
June, 2026.

The Subsector has been able to adjust itself to priority realignments specifically the financing of
the Clean Cooking Gas for Public Learning Institutions through the Private Sector, LPG
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Reticulation in Low Income Affordable Housing Units in line with Presidential Directives and
pronouncements, and redirecting the resources towards urgent priorities and projects from time
to time such as payment of outstanding loans owed by NOCK to commercial banks to facilitate
the bringing on board of a strategic partner among others.

The subsector will work closely with it stakeholders mainly in Energy, Infrastructure and ICT
(Housing, Lands, Energy), Public Administration and International Relations (Foreign Affairs
and Security), Environmental Protection, Water and National Resources, Education Sectors and
private sector among others to create project synergy and enhance project roll out in terms of
implementation, provide security in project areas and foster acceptance and awareness among
project beneficiaries and seek alternative project financing options to reduce pressure on the
Exchequer and enhance partnerships among States.

The Oil and Gas Sub Sector experiences a number of challenges that hinder smooth
implementation of planned projects and programmes. They include
1. High capital investment required to implement oil and gas projects making;

ii.  Inadequate information on oil and gas to inform investment decisions;

iii.  Inadequate specialized technical expertise on development and review of required
development and investment plans and production of petroleum resources;

iv.  High Community/Stakeholders expectations coupled with divergent interests among

the stakeholders;
v.  Escalating cost of land acquisition; land and water access;
vi.  Volatility in global prices for crude oil and gas led to slow down of exploration
activities by International Oil Companies;
vil.  Fuel adulteration which affects quality of petroleum products, and diversion of
export bound products which deny the country revenue;
viil.  High maintenance cost for specialized equipment and facilities;
ix.  High incidences of insecurity in project areas, affecting exploration, exploitation, and
development of Oil and Gas.

Going forward, the Subsector will continue enhancing price stability for fuel and other petroleum
products through initiatives such as Government to Government, Open Tender Framework to
enhance competitiveness of supplies and enhance storage capacity for petroleum products to
reduce demurrage charges. Further the Subsector will fast track the finalization of review of the
Petroleum Act, Cap. 308 and attendant Regulations, National Petroleum Master Plan to foster
delivery of upstream, midstream and downstream outputs such as production of Oil in Turkana
and roadmap for exploration in potential petroleum blocks.
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CHAPTER SIX
RECOMMENDATIONS

The implementation of planned projects and programmes over the MTEF period will require a
raft of measures to be undertaken to enable the subsector to perform better, be responsive to the
identified emerging issues and address challenges. In this regard, the following measures will be
undertaken:

i) Enhancement of human resource capacity in the sub-sector through recruitment and
capacity building in oil and Gas Sector;

ii) Fast track implementation of Petroleum Master Plan, Field Development Plan for the
South - Lokichar Oil Field Development Project, Petroleum Policy and attendant
Regulations and finalization of Petroleum Act, 2019;

iii) Develop and implement a strategic framework for engaging stakeholders/ communities at
all levels of programmes/project development;

iv) Explore financing options to fast-track implementation of projects including liaising with
private sector to undertake preliminary activities in exploration for oil and gas among
others same;

v) Allocate adequate funds for acquisition of advanced technology, specialized equipment to
enable acquisition of geophysical, geochemical data in exploration blocks, and

vi) Regular periodical monitoring and testing of petroleum products samples for quality
assurance.

54| Page



