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r. INTRODUCTION

1. The FY 2\2ll22 Supplementary Estimates No.l has been prepared pursuant

to the provisions of the Constitution and the Public Finance Management Act, 2012

(PFMA, 2012).It seeks to address drought related interventions, provisions for

security related expenditure, COVID-19 related expenditure, pending bills, salary

shortfall, 2022 General Elections Preparedness, Competency Based Curriculum

(CBC) Infrastructure, changes in development partners funded projects and scaling

down of expenditures to achieve the targeted overall fiscal deficit level.

III. PERFORMANCE OF THE FY 2O2II22 BUDGET

2. The implementation of FY 2021122 Budget continues to face various

challenges. These include the ongoing drought in various parts of the country,

COVID-1p pandemic effects, and security related challenges among other

challenges. Further there is increased demand for additional priority expenditures,

which pose a challenge to the implementation of the approved Budget.

3. The cumulative revenue collection including AIA for the period July 2021to

December 2021 amounted to Ksh.1,006.3 biltion against a target of Ksh.989.7

billion. The revenue collection was above the set target by KSh.l6.6 billion. All tax

revenue categories were on/above target during the period under review

except other income tax which underperformed by IGh.1.0 billion.

4. The total expenditure and net lending for the period under review

amounted to Ksh.1,305.4 billion, against a target of Ksh.1,45L.2 billion. The

resultant under expenditure of Ksh.145.B billion is mainly attributed to lower

absorption recorded in development expenditures (foreign-financed) by the

National Government and below target transfers to County Governments.
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Recurrent expenditure for the period amounted to KSh.932.5 billion against a

target of KSh.959.8 billion which was KSh,27.2 billion below the set target.

Key Assumptions in the FY 2021/22 Supplementary Estimates No.I

5. The following are the assumptions underpinning the FY 2021122

Supplementary Estimates No.1 and the fiscal impacts of additional expenditures;

(i) The Supplementary Estimates have been prepared to take care of Post

COVID- I 9 related interventions, drought related expenditure, payment

of pending bills, salary adjustments, 2022 General Elections

Preparedness, CBC Infrastructure, changes in development partners

funded projects and rationalization of budget, among other challenges;

Total revenues have been revised from the original projection at 16.5

per cent to 16.8 per cent of GDP;

Overall expenditure and net lending has been revised from the original

projection at24.5 percent to 25.4 per cent of GDP;

Grants are projected at 0.5 per cent of GDP;

The overall fiscal deficit level inclusive of grants has been revised from

the original projection at 7.5 percent to 8.1 per cent of GDP;

Net foreign financing has been revised from the original projection at

2.2 per cent to 2.9 per cent of GDP ; and

Net domestic financing has been revised from the original projection at

5.3 per cent to 5.2 per cent of GDP.

(ii)

(iii)

(iv)

(v)

o

a

(vi)

(vii)

Overall Expenditures

6. The Overall Ministerial cumulative expenditure in the FY 2021122

Supplementary Estimates No. t has increased by 6.5 per cent from the FY 2021/22
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original approved Ministerial Budget Estimates. The Recurrent Expenditure

increased by 8.9 per cent while the Development Expenditure has increased by 1.9

per cent. This is within the 10 per cent threshold as required by the PFMA, 2012.

Table 1: Overall Change in the FY 202L/ZZ Budget Estimates

0riginal

Approved Gross

ofr

Change

fromthe

0riginal

Estimates

$upplementary

Estimatesilo.l

1.0 Mini sterial Nati o nal Government Exp enditu re

Estimates

l,lRecurrent E$imates

T Efimates

2.0 Consoli dated Fund Services

Total

7 . The overall change in the National Government Ministerial Budget (excluding

Consolidated Fund Services and County allocations) from the original approved

Ministerial Budget is an increase of 126,3 billion which reflects a 6.5 per cent

increase. The increase is largely on account of increase in AIA, provision for Covid-

l9 related expenditures, drought related expenditures,2022 General election related

expenditure, security related expenditure, support to State Owned

Enterprises(SOEs) among others. This is within the provisions of Article 223 of the

Constitution. The details of the votes and Programmes are as indicated in Annex I
of this statement.

6.51,942,008.8 2,068,289.6 126,280.8

713,255,2 8.91,273,630,0 1,386885,2

13,025,5 1.9658,378.9 681/04,4

1,309,484.0 {11,736.1) t1.3)1,327,220.L

3,269,228.9 3,377,773.5 108,544.6 3.3
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III. ADHERENCE OF FISCAL PRINCIPLES AND FINAI{CIAL
OBJECTIVES

o Adherence to Fiscal Principles

8. The FY 2021122 Supplementary Estimates No.l has adhered to the fiscal

responsibility principles as set out in the Public Finance Management Act, 2012.

These include;

t. Over the medium term, a mtnimum of thirry percent of the National Budget

shall be allocated to Development Expenditure.

9. In line with this requirement, the National Govemment's Ministerial

Development Budget in the FY 2021122 Supplementary Estimates No.1 is 32.9 per

cent of the total Ministerial Budget while Recurrent Budget is 67.1 per cent.

ll The National Government's expenditure on the compensation of employees

(tncluding beneftts and allowances) for public ofricers shall not exceed 35

percentage of the National Government equitable share of revenue raised

national plus other reventtes generated by the National Government

pursuant to Article 209(4) of the Constitution.

10. The Ministerial Expenditure for compensation of employees in the FY

2021122 Supplementary Estimates No. I is 30.1 per cent of the National

Governments equitable share of revenues and other revenues raised by the National

Government which is within the 35 percent threshold required in the PFM

regulations.
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111. Over the medium term, the National Government's boruowings shall be

used onlyfor the purpose offtnoncing development expenditure ond notfor

rec urrent exp enditure.

I l. The Government's medium to long term borrowing is aimed at financing of

Development projects. This borrowing is undertaken in line with the Medium Term

Debt Strategy (MTDs) approved by Parliament.

iv, Fiscal risks shall be managed prudently

12. To rnanage fiscal risks prudently as required, the Government regularly

reviews its macroeconomic forecasts and the impact of the projections and their

implications on the budget. A detailed Annex on the specific fiscal risks is usually

prepared as part of the Budget Policy Statement. Potential fiscal risks arising from

contingent liabilities, including from Public Private Partnership projects among

others are taken into account and a contingency provision made to cushion the

economy from unforeseeable shocks.

v. A reasonable degree of predictability with respect to the level of tax rates

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

may be made in thefuture,

13. On the principle of maintaining a reasonable degree of predictability with

respect to the level of tax rates and tax bases, the Government will continue to carry

out tax reforms through modernizing and simpliffing tax laws.
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IV. COMPLIANCE WITH PAST POLICY RECOMMENDATIONS

14. During the approval of the FY 2021122 Original Budget, the National

Assembly made the following resolutions which we have addressed as indicated in

the subsequent paragraphs.

15. Resolution No.l: That the National Treasury sets up a fund that may be

financed through a long term bond for the payment of the existing verified

pending bills and court awards:

16. Action taken: the National Treasury is committed to settling all verified

pending bills and court awards. Allocation for payment of pending bills and

court awards is one of the criteria issued to MDAs and Sector Working Groups

during prioritization and allocation of resources.

77. Payment of existing pending bills and court awards through issuance of

long term bonds may not be tenable at the moment given the prevailing fiscal

environment in view of the magnitude of these bills. This is constrained by the

approved debt ceiling as well as the fiscal consolidation programme that the

Government has committed to ensure a sustainable fiscal deficit.

18. Secondly, payment of pending bills and court awards is best implemented

through the normal appropriations to MDAs. Creation of a fund for such a

purpose will require clear justification as provided for in Section 207 (b) of PFM

Regulations, 2015 which obliges that the functions and the public services to be

delivered through a Fund should be those that cannot be delivered through the

structure of budget appropriations.
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L9. The National Treasury will formulate a sustainable strategy to ensure

that all pending bills and court awards are gradually settled within a

sustainable fiscal framework. This includes enhancement of revenue

generation measures to sustainably finance these critical expenditures. We will

also ensure that MDAs prioritize payment of verified pending bills and court

awards within the available resources over the Medium-Term.

20. Resolution: That the National Treasury, the State Department for Social

Protection and the State Department for ASAL consolidate all existing cash

transfer programmes under one umbrella:

27. Action taken: It is the desire of the Government to have harmonized

implementation of the government cash transfer programmes including Cash

Transfer for Orphans and Vulnerable Children (CT-OVC), Older Persons Cash

Transfer (OPCT), Cash Transfer for Persons with Severe Disabilities (CT-PWSD)

and the Hunger Safety Net Programme, implemented under the State

Department for ASAL.

22. Efforts are being made to actualize this objective through the

development of a consolidation strategy to guide the anticipated harmonized

approach. Under the consolidation process, a harmonized targeting tool has

been developed marking a key milestone in the consolidation process.

23. The key components and areas of focus in consolidation include

targeting, monitoring and evaluation, complaints, compliments and grievances,

payment, Management Information System and Single Registry, exit,

graduation and complementarities as well as finance and audit.
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24. The National Treasury will therefore seek to engage the implementing

MDAs to fast track the consolidation of the Cash Transfers Programmes as

resolved by the National Assembly over the Medium-Term to ensure efficienry

and effectiveness.

25. Whereas it is desirable to have all the four (4) Cash Transfer Programmes

under one umbrella body, this would require re-organization of the

Government by placing institutions and related functions under one State

Department which is a prerogative of the President as enshrined in the

Constitution under Article 132 (3).

26. Resolution 3: that the National Treasury and Ministry of Health, Labour

& Social Protection, Education and NHIF actualize the amalgamation of EduAffa

Iv{edical Insurance, Linda Mama, Health Insurance Subsidy Programme (HISPJ,

Orphans and Vulnerable Children Cash Transfer (OVC-CT) to form one UHC

scheme for the indigents through National Hospital Insurance Fund.

27. The Ministry of Health is expected to prepare a Cabinet Memorandum to

harmonize the various existing insurance programmes in Government to

ensure efficiency and eliminate any duplication that may exist.

28. The National Treasury will engage the respective implementing MDAs of

the various medical insurance schemes to fast track the consolidation over the

Medium-Term as resolved by the National Assembly.

V. APPROVALS UNDER ARTICLE 223 OF THE CONSTITUTION

29. The National Treasury has approved expenditures amounting to IGh.75.4

billion Under Article 223 which comprise Ksh.24.9 billion for Petroleum
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Development Levy (PDL) and Ksh.l0.8billion for Development Partners Funded

Projects. The details of expenditure approved under Article 223 are as indicated in

Annex I of this statement.

30. Following the adjustments we have made to the votes and programmes, some

programmes have exceeded the l0 percent threshold. We are in this regard,

requesting for special approval of the expenditures adjustments which are beyond

the l0 percent threshold in accordance with regulation 40(9) of the Public Finance

Management Regulations, 2015 (See attached annex II).

H UKUR YATANI, EGH
TARY/N AND

January 27r2022
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