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CHAIR}ERSONS TOREWORD

The Supplementary Estimates (No. 1) for fY 2024/25 wcre submitted to the National

Assembly on Friday, 1Zth of July 2024 for consideration, pursuant to Article 223 of the
Constitution and Section 44 of the PFM Act, 2012. AccordinS to the estimates' the

Consolidated Fund Services (CFS) expenditures which contain mandatory expenditures

lhat 
^re 

a direct charge to the Consolidated Fund, will increase by Kshs. 23.7I billion to
Kshs. 2.08 trillion and will remain the largest expenditure of the Sovernment.

The change is attributed the increase in pension expenditures related to a) ordinary
pensions by Kshs. 5.7 billion, b) Commuted pensions by Kshs. I5.5 billion and the Public

Seruice Superannuation Scheme by Kshs. 2.57 billion. The increase in pension

expenditures underscores the imporlance of policy measures aimed at pension reforms

and efficient resource allocation to nlanaSe the fiscal pressures stemming from rising
pcnsion liabitities. There were no changes to the debt servicing expenditures which will
remain at Kshs. 1.85 trillion and account for 89 percent of total CFS expenditures.

Despite being thc largest expenditure component, the Committee continues to observe

the lack of regulalory parameters for these expenditures, especially with the growing risk
that they cause to the sustainability of the fiscal framework. lt is estimated that the

liquidity pr€ssures this fiscal year will be acvte given the lack of additional revenue-

raising measures and the increase in mandatory expenditures. This therefore calls for
prudent cash manaSement.

According to submissions received, the fiscal framework underpinning the

Supplementary Estimates increases the fiscal deficit by Kshs. 164 billion, from Kshs. 597
billion (or 3.3 percent of GDP) to Kshs. 76I billion (4.2 percent of GDP) due to a larger
rcduction of revenues (by Kshs. 285.8 billion) and Kshs. 12 L8 billion reductions in total

expenditures and net lending. The resultant fiscal deficit will therefore increase the

public debt stock and will be financed by additional borrowing and in particulat, an

increase in net domestic borrrcwing worth Kshs. t 4 I .4 billion and net foreign financing
worth Kshs. 22.6 blllion. Overall, the supplementary budget does not provide any policy

solution to reducing the accumulation of public stock of debt.

Furthermore, the Committee also observed that the fiscal framework shows a
disproportionate reduction in development expenditures (by Kshs. 122.4 blllion)
compared to recurrent expenditures (Kshs. 10.3 billion). It was noted that this imbalance

in resource rationalization could result in resource allocation that could impede capital
formation, which is crucial for GDP growth and as a consequence affect the ability to
service long-term debt. Given the rising public debt stock and associated risks, it is

imperative to establish an expenditure prioritization mechanism to enhance long-term
debt repa.vrnenl capacity.
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Examination of the Consolidated Fund $ervice E:rpenditurcs (CFS),

Supplementary Estimates 0.Io. 1) for fY 2024/25
The Committee has exanrined the proposed changes to the Consolidalcd tund Serviccs (CFS)

ilxpenditures in line with its mandate and has prepared this repod for consideration by this

IIouse. tn reviewing the CFS expenditures, the Committee held 3 sittings during which, it
held productivc deliberations with the National Treasury.

Key Recommen&tions
Arising from these consultativc enSaScments, the Conrmittee reconrnrends that:

i. Within thirty (30) days of the adoption of this report, the National Treasury drafts
the fY 2024/25 Annual Borrowing Plan pursuant to Section 63(d) PFM, Act 2012
and Regulation 186 of PFM (National Government) Regulation,2015 and submits
the plan to thc National Assembly.'lhe plan should also be published on thc
National Treasury website for transparency purposes.

ii. The National Trcasury develops an expenditure prioritization mechanism before
the issuance of the FY 2025/26 Budget Circular to incrcase resources towards
capital development by 1OO percent over the medium tcrm and tarSet capilal
projects with grcater impact on capital fortnation and GDP Srowth to improve the
country's long-term debt repayment capacity.

iii. To ensure a smooth transition from cash-based accounting to acctual-based
accounting the National Treasury should:

a. Create a detailed and time-bound transition plan tbr ensuring that thc
transition from cash accountinS to accrual accountinS is completed by thc
end of FY 2024/25; and

b. Provide quarterly updatcs to the National Assembly and other relevant
stakeholdcrs on the progress of the transition to ensure accountability and
transparency.

iv. To expedite the cstablishment of the Treasury Single Account (1'SA) rcquired to
mitigate liquidity risks and ensure timely implementation of Cabinet and House
Resolutions, the National Treasury should:

a. Ensure that the Treasury Single Account (1'SA) is established and fully
operational by the end of fY 2024/25 and submit a proSress report to the
National Assembly by 31n Deccmber, 2024; and

b. Conduct awareness campaigns within government entities to highlight thc
benefits of the TSA and ensure smooth adoption.

v. The National Trcasury diversifies the tiscal deficit financing strategy by enhancing
the use of grants from development partners and dccreasing reliance on
borrowing.

vi. The National Trcasury reduces the volume of carryovers by ensuring that pcnsion
payments are made promptly, thereby providing consistent finar,cial suppod to
retired civil servants and their dependents.
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vii.To enhance transparency in the ntanagement of pensions in Kenya, the National
Treasury publishes the tbllowing reports:

a. Quarterly reports on the manaSenlent of the country's pension. These
reports should be published and submitted to the National Assembly at least
thirty (30) days after the end of each quarter;

b. Medium-Term Pensions Management Strategy. This strateS3r should be
published submitted to the National Assembly by the 1 5th of February each
yeary and

c. Annual Pension Managcment Report. This report should be published and
submitted to the National Assembly within two (2) months of the end of
each financial year.
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METACE

a) Ertablirhment and Mandate of the CommitEe
The powers of each House of Parliamcnt to cstablish committces and to makc Standing
Orders for the orderly conduct of its procccdings are provided for under Article 124 of
thc Constitution of Kenya,201O. To cnsure effective oversiSht on mattcrs concerning
public dcbt, debt guarantces, public-private partnerships, and the privatization of
nalional asscts, the National Asscmbly Standing Order 2O7A establishcs the Public Debt
and Privatization Committec, which is tasked with specific mandatcs such as:

i. oversight of public debt and Buarantees, pursuant to Articlc 214 of the

Constitution
ii. Examine matters relatinS to dcbt g,uarantees by the National Sovernnlent;
iii. Oversight Consolidatcd t'und Scrviccs excluding audited accounts;

iv. Examine reports on the status of the cconomy in respect of thc public dcbt;

v. Oversight of public-private partnership proSrams by the national Sovernment
with rcspect to the public debt; and

vi. Oversight privatization of national assets.
'Ihis Committee is thereforc mandatcd, among othcr functions, to exantinc the
Consolidated Fund Service Expenditurcs and propose recommendations to the IIousc lbr
adoption.

b) Mcmbership of the CommitEc

The Public Debt and Privatization Conlmittcc as currcntly constitutcd, comprises the
tollowing Members of Parliamcnt:
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1. INTRODUCIION

1. The Supplementary Estimates (No. 1) forFY2O24/25were submitted tothe National

Assembly on Friday, 12rh ofJuly 2024 for consideration pursuant to Article 223 of the

Constitution and Section 44 of the PFM Act,2012. These estimates ofexpenditure seek

to rationalize the approved budget estimates for FY 2024/25 to: a) aliSn with the

revised fiscal framework and b) realign the approved budSet to cater tbr Fy 2023/24
carryovers.

2. The Consolidated Fund Service (CFS) Expenditures constitute mandatory expenditures

that are a direct charge to the Consolidated Fund and include: public debt sewicing
expenditures, pension payments, salary and allowances for independent offices and

constitutional commissions, among other expenditures. Subsequently' the Public Debt

and Privatization Committee examined the estimates of the Consolidated Fund Service
(CFS) Expenditures in accordance with the National Assembly Standing Orders (S.O.

2O7 A-1(c)), and table its report to the National Assembly (S.O.207A(4)).

3. Under the Supplementary Estimates, the total CFS expenditures are estimated to
increase by Kshs. 23.78 blllion to Kshs. 2.08 trillion and as such, they will remain the

largest expenditure component of Sovernment. The increase in CfS expenditures is

attributed to increases in pensions expenditures only and there are no changes

effected on debt service expenditures and other expenditures.

4. The projected incrcase in Consolidated Fund Services (CFS) expenditures for FY

2024/25 highlights a significant increase in liquidity constraints. Given that CFS

expenditures include mandatory obligations, their increase, when combined with
reduced projected rrvenues in fY 2024/25 indicates an elevated liquidity risk

exposure for ?{ 2024/25. The Committee further noted that this risk is exacerbated

by the involvenlent of pension liabilities that arc long-term commitments and

necessitate precise forecasting and management at the beginning of the fiscal year in

ordcr to mitigate against shocks, risks, and costs. furthcrmore, this requires Structural
reforms in fiscal policy and expenditure manaSement to the aliSn overall resource

base in light of the fiscal impact of mandatory expenditurcs.

I . I . Macrocconomic Environmc,nt 0une - July 2024)

5. one month into F\ 2024/25, downside risks to economic arowth emerged due to

uncertainty from social unrest related to the proposed revenue-raising measures in
the 2024 Finance Bill. The impact of this will depend on several factors: the effect of
social unrest on private investment, the resilience of key sectors driving economic
growth, the abitity of public investment to spur economic Srowth without additional
revenue measur€s, and the progress of ongoing public sewice sector reforms.

Additionally, the insurance sector is expected to see increased claims during FY

2024 / 25, potentially affectinS profitability.

6. Thus far, the macroeconomic indicators continue to remain stable. This is indicated

by:

a) lnflation rate: The annual headline int'lation rate was 4.6 percent in June 2024,
having declined from 5 percent in May 2024 and lower than 7.9 percent as
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observed in June 2023. The inflation rate therefore remains within the Central

Bank of Kenya's target rat'I8e of 5 percent (+ 2.5 percent) and marks the lowest
level since June 2O2O. T\e decline is attributed to lower food, fuel inllation, and

exchange rate stability.

b) ExchanSe rates: Between June to July 2024, the Kenya Shilling remained stable

against regional currencies, and the US dollar (appreciated from 129.7 to 129.6

between June and July 2024) depreciated against the Euro (from 138.6 to 139.2

between June andJuly 2024) and Sterling Pound (from 163.7 to 764.7 between

June and July 2O2a). This provided a predictable and stable environment for
public debt service expenditures.

c) Interest rates: the yield tbr the lO'year Eurobond benchnrark bond declined from
10.39 percent as of the end ofJune 2024 to 9.93 percent as of lsthJuly 2024 thus
creating a stable environment tbr external borrowing. The domestic interest

showed marginal increases between the end of June and mid-July 2024 and
reached 91 T-Bill (15.995 percent), I82 DayT-Bill (16.82 percent), and 364 Day
T-Bill (16.38 percent). This showed the increased cost of borrowing from the

domestic market.

d) ForeiSn Exchange Reseles (FER): As of mid-July 2O24,FER equated to 4.1 months
of import cover (or USD 7.896 billion) and was above the statutory requirement
of at least 4 months of imporl cover. This is supported by improved remittances
(USD 404.45 million as of May 2024) and, a decline in the current account

balance tbllowing a decline in oil prices.

1.2. Fiscal llamcworl undcn innirc thc uolcrncntarw (No. 7l for FI 2024/25

7. The total projected revenues tbrFli 2024/27have been revised downward from Kshs.

3.34 trillion to Kshs. 3.06 trillion, marking a reduction of Kshs. 285.78 billion. This

decrease is rnainly attributed to reduced Ordinary Revenue, with significant declines
in: a) inrport duty by Kshs. 27.4 billion, b) excise taxes by Kshs. 104.8 billion, c)

incorne tax by Kshs. 49.9 billion, and d) Value Added Tax (VAT) by Kshs. 88.45
billion. While this adjustment stems from the rejection of the Finance Bill, it could

lead to more realistic revenue projections for F\ 2024/25 which when paired with
fiscal discipline, could enhance policy credibilily, improve fiscal efficiency, ensure

expenditure predictability, and prevent further mid-year resource

reallocations / r ationalization.

8. A review of total expenditures and net lending reveals a reduction of Kshs. 121.78

billion, bringing the total down to Kshs. 3.87 trillion from the previously approved

Kshs. 3.99 trillion. This decrease will predominantly impact development
expenditure, which will be cut by Kshs. 122.35 billion, in contrast to a modest

reduction of Kshs. 10.27 blllion in recurrent expenditure, The reduction in
development exlxnditures will exclusively affect the domestically financed
component, decreasinS it by Kshs. 122.35 billion, from Kshs. 309.03 billion to Kshs.

186.68 billion, while the externally financed component remains unchanged.

9. The Comnrittee observed that sustained rcductions in development expenditures can
significantly impair long-term economic grrcwth by restrictin8 capital tbrmation and
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limiting the enhancement of productive capacities' Furthermorc, the substantial cut
in domestically financed development expenditures is expected to delay or
discontinue numerous infrastructut'e projects.

10.Overall, it was noted that the ongoing rise in public debt could adversely aft'ect fiscal

sustainability especially when reduced development spending coincides with
increasing debt levels. This could exacerbate the fiscal burden, constrain future

budgetary flexibility and minimize capital formation which is the basis for enhancing

GDP growth rate and consequently long-term ability to service public debt interest

and principal payments.

I l.The fiscal deficit has increased from Kshs. 596.99 billion (3.3 prcent of GDP) to Kshs.

760.99 billion (4.2 percent of GDP), marking a 27 percent rise. This increase is

primarily due to a larger reduction in forecasted rcvenues (Kshs. 285'78 billion)
compared to the reduction in total expenditures and net lending (Kshs. 121.78

billion).

12.To address the revised fiscal deficit of Kshs. 760.99 blllion (4.2 percent of GDP), the

financing strategy will include Kshs. 404.56 bitlion in net domestic financing and

Kshs.356.43 billion in net foreiSn t'inancinS. This strategy therefore involves an

increase in net domestic financing by Kshs. I 41 .4 billion, primarily through

Sovernment securities, and an increase in net external tinancing by Ksh s.22.6bil|ron,
driven by additional development policy operations t'rom the World Bank.

13.The Committee therefore noted that domestic borrowing will be the mainstay for
financing lhe FY 2024/25 Supplementary Estimates fiscal deficit' This raises the

following issues:

i. Increased rcliance on domestic borrowing could elevatc the cost and t'isk

pnofile ofthe public debt stock. Domestic debt service is the lar8est conlponenl
of public dcbt servicing and the Consolidated Fund Dxpenditures, amounting
to Kshs. 1.26 trillion in Fy 2024/25, which constitutes 68 percent of public

debt servicing expcnditures. Conscquently, incrcascd borrowing from the

domestic market signifies heightened intcrest rate risk and refinancing risk.

ii. The borrowing strateSy for financing thc revised fiscal deficit deviatcs ftrcm

the 2024 Medium-Term Debt StrateSy (MTDS). The 2OZ4 M{IDS recommends

an optimal ratio of 55 pcrcent net external l'inancinS to 45 perccnt net

domestic financing. Howevcr, thc borrowing frantework under
Supplementary Estimates I proposes a ratio of 53 percent net domcstic

borrowing to 47 pcrcent net external borrowing. Additionally, there is no

revised MTDS to support this decision. To ensure favorable debt indicators in
the uncertain FY 2024/25,a revised MTDS will be essential, accompanied by

the submission of an Annual Borrowing Plan.
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2. REVIEW OFTHE CONSOUDAITD H.rI{D SERVICE EXPETIDITLJRXS

14.The total expenditures under the CFS expenditures are estimated to increase by Kshs.

23.8 billion to Kshs. 2.08 trillion and remains the largest outlay component of
National Expenditurc. A fiscal year comparison indicates that this is a Kshs. 96.5

billion or 5 percent increase from Kshs. 1.98 trillion inFY 2023/24. The increase in

Ct'S expenditures is attributed to increases in pension expenditures only and

underscorcs the importance of policy measures aimed at pension reforms and efficient
rcsource allocation to manage the fiscal pressurcs stcmming from rising pension

liabilities.

2.1. tublic Debt Servicing f.:rpenditnes

l5.There are no changes to public debt service expenditures under the Supplementary

Estimates. The debt servicing expenditures will rtmain at Kshs. 1.85 trillion,
composed of interest and principal payments worth Kshs. 1.01 trillion and Kshs.

843.29 blllion, rcspectivcly. However, the Committee noted that this lack of change

in debt servicing cxpenditures did not reflect the anticipated changes in the financing
of the revised framework for the Supplementary f,stimates (No. 1) for Fy 2024/25,
which aims to address the revised fiscal deficit by increasing net domestic financing
by Kshs. 14 1 .4 billion.

16.The Committee further observed that the incrcase in the domestic debt service

expenditures would depend on the ratio of Treasury Bills to Treasury Bonds. This

could be addressed through the submission of an Annual Borrowing Plan that could
provide insights into the new loans to be raised, how they have been accounted for
under the CFS expenditures and provide policy proposals addressing the revised levels

of costs and risks of rising from the adjusted fiscal deficit borrowinS strategy.

2.2. Changes in Pensim Fxoenditurcs

17 .The principal t'actor driving the increase in Consolidated Fund Services (CFS)

expenditures under the Supplementary Estimates (No. 1) for FY 2024/25 is the

escalation of pension liabilities. Pension payments function as a critical social safety

nct for retired civil servants and their dependents, enhancing household welfare for
those lacking altcrnative income sources.

18.As per the Supplementary Estimates (No. 1) for fY 2024/25, pension liabilities are

projectcd to rise by Kshs. 23.78 billion, reaching Kshs. 223.25 billion, which will
constitute 6 percent of total expenditures or 2.3 percent of GDP. This surge reflects a

broader trend of increasing pension expenditures, which have grown at an

annualized rate of 27.3 percent since fY 2014/15 when they stood at Kshs. 32'4
billion. This trend underscores the necessity for long-term sustainability planning for
thcse Iargely inflexible expenditur€s.

19.The Kshs. 23.78 billion increase in pension liabilities is attributed to unaccounted

carryovers front FY 2023/24. It was observed that the matter of carryovers and

pending bills could be solved if the transition from cash to accrual accountinS system,

is fully implemented. The pension liabilities affected include:
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i. ordinary Pension: This category will total Kshs. 93.78 billion, rcflecting a Kshs.

5.7 billion incn:ase due to carryovers for monthly pensions for rctiring civil
servants (Kshs.4.97 billion) and retiring military pcrsonnel (Kshs. 69,I million).

ii. Commuted Pension: This category will risc to Kshs. 85.76 billion, driven by Kshs.

15.5 billion in carryovers tbr Sratuity payments to retiring civil servants (Kshs.

13.68 billion) and retiring military personnel (Kshs. L88 billion).

iii. Public Service Superannuation Scheme: The increase is attributed to an additional
allocation of Kshs. 2.57 billion lbr ernploycr contributions to the pension scheme.

2,3. Miscellaneous and Other Expenditurer

20. Miscellaneous expenditures, which primarily contain salary and allowanccs for
independent and constitutional office holders, miscellaneous expenditures, and
payments for gu aranteed debt,remain unchanged and will amount to Kshs. 4.2 billion
in F\ 2024/25.

3. SI,'BMISSIONS BY THE NATIONAL TREASTJRY

The Committee was infornred that:

21.As of the end of 3Oth June 2024, public and ptblicly guaranteed debt stood at Kshs.

I0.56 trillion or 65.5 percent of GDP in nominal terms. This reflects a decline in Kshs.

579 billion frorn Kshs. 11.14 trillion or 69.I percent of GDP in nominal tenns as of
ihe end of December 2023. Public and publicly guaranteed debt comprisc Kshs' 5. I 5

trillion (or 48.8 perccnt of total debt) in external debt and Kshs. 5.4 1 trillion (or 51 .2

percent of total debt) in domestic debt.

zz.Comparing the stock of external dcbt as ofJune 2024 and L)ecember 2023, it is notcd

that the external debt stock had reduccd by approximatcly Kshs. 939 biltion (15.4

pcrcent) majorly due to the strenSthening of the Kenya shilling cxchange rate against

major currencies during the period.

23.As a result of the rationalization of the approved budget as directed by His Excellency

the Presidcnt following the non-assent of the financial Bill 2024, the overall fiscal

deficit increased from Kshs. 597.0 billion (3.3% of GDP) in thc approved budget to

Kshs. 761.0 billion (4.2% of GDP), in Supplcmentary Estimates I.

24.This implics that net domestic borrowing through govcrnmcnt securities will increase

from Kshs. 399.9 billion (2.2o/o of CDP),, in Supplementary Estimates I, up from Kshs'

258.5 billion (1.4oA of GDP), in the approved budget. Net external bornowing will
incrcase to Kshs. 356.4 billion (2.Oo/" of GDP) in Supplementary Estimates I, up from
Kshs. 333.8 billion ( 1 .8% of GDP) in the approved budget.

25.The 2024 optimal strateSy s€eks to achicve a Sradual reduction ofTrcasury bills stock

with domestic financing mainly sourced from medium to long-term 'l'reasury bonds.

Externally, the strategy t'ocuses morc on budget financing throu8h concessional

borrowing. In terms of net financing, thc option assumes 45 percent donlestic and 55

percent external borrowing.
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26.With the ncw changes in the deficit, the nct financing is 5:J percent and 47 percent

tbr net domestic and nct cxternal borrowing, respectively, and may or not bc optintal
in terms of costs and risks. However, the National 'lreasury will itrtplerrrent the

stratc8y as approvcd and as the conditions change, if thcy necessitate a revision in the

MTDS, the National Treasury will resubmit it for approval bcfore the end of the fiscal

year.

27.The CFS expenditures under thc supplementary I estilnate were Kshs. 2.08 trillion, an

increase of Kshs. 23.7a billion front Kshs. 2.06 billion in the approved budget

cstimates. The increase is attributed to an increase in pension expcnses.'fhe othcr CIS

cxpenditures rcmaincd uncharrged.

28.The anrount of Kshs. 23.7a bi1lion relates to carryovcr from FY 2023/24 to

Supplemerrtary I Estinrates for W 2024/25. This was the exchequer request to pay

pensions claims proccssed during the pcriod but was not funded during thc period

duc to liquidity challcngcs.

29.Thc amount of Kshs. 211.78 billion comprisc Kshs. 21.22 billion lump sutn due to
rctirecs and Kshs.2.56 billion employer (GOK) contributions to the Public Servicc

Sulrcrannuation Scheme (PSSS).

30.The rcgistcr of rctirees and dependants is in the July 2024 ntonthly payroll. This

comprises 259,222 Principal Pensioncrs drawing an amount of Kshs. 5.521 billion
and 83,615 dcpcndants drawing Kshs. 875.19 million. The current rcgistcr of
pcnsioners at various processing stages in the PMIS.

31.A register of thc projected 13,403 civil servants sct to retirc during the fY 2024/25
to be paid lumpsum and monthly pension. A total of I,500 officcrs oI thc Defence

l'orccs arc cstirnatcd to retire in fY 2024/25.

32.The transition from cash accounting to accrual accounting was in process and a
gazette notice had bcen received from the Office of the Attorney General that the

National Trcasury would prcceed to issuc a Sazettement and that the Fn 2O24/25
accounts would be prepared based on accrual accounting principles.

33. On the cstablishment ol'thc Trcasury Singlc Account, the National Treasury requested

the Central llank of Kenya lor rcal-tinte tnonitoring of bank balances. Furthermorc,
an inventory of all bank accounts (43 banks) to determine the antounts contained
therein to nlop up extra/idlc tunds. It was also indicated that the complete

establishment of the TSA may aft'ect the dontestic banking systent and negate the

benefit of access to credit by somc state aSencics frorn banks.

34.'l'here is a low absorption rate ot'loan financing.'fhe National 'Ircasury is undcrtakinp;

a revicw of loans and grants to deterlrinc the status of cach with the ainr of increasing
loan disburscmcnt and cancellation of loans that are not disbursed.
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4. COMMIT1TE OBSERVATIONS

Arising from the submissions and deliberations, the Committee made the following
peft inent obsewations, that:

i. The CFS expenditures are projected to rise to Kshs. 2.08 trillion, constitutinS the

largest component of government. Dcspite this substantial increase, no measur€s

have been provided to addrcss the rise in CFS expcnditures and their restrictive
impact on the fiscal space,

ii. Thc borrowing strateSy lbr financing the revised fiscal deficit outlines a 53:47

ratio for net domestic financing to net forciSn financing, respectively. This

deviates from the 2024 M'IDS approved strateSy of 55:45 for net foreign
financing to net domcstic financing, respcctively. The National Treasury has

indicated that the overall target strategy for Fy 2024/25 will remain unchangcd'

Ilowever, the committee observed that without a revised MTDS, this deviation

could result in a misaligned policy framework, potentially distorting measures

aimed at achieving debt sustainability and adhering to debt thresholds established

by the PFM Act 2O I 2.

iii. T\e FY 2024/25 Annual Borrowing Plan has not been submitted to the National

Assembly nor published on the National Treasury website' This document is

crucial for boosting investor confidence and ensuring prudent debt managemcnt
practices.

iv. An analysis of the fiscal framework indicates a dispnoportionate reductton in
devclopment expenditures (by Kshs. 122.4 brllion) compared to recurrent
expenditures (Kshs. 1O.3 billion). The committee observcd that this imbalance in
resource allocation could impedc capital formation, which is ctucial for GDP

growth and the ability to service long-term debt. Given the rising public debt stock

and associated risks, it is imperative to establish an expenditure prioritization
mechanism in order to enhance long-term debt repayment capacity.

v. The carryovers and pending bills are likely due to the dclayed intplementation of
the transition from a cash accountinS system to an accrual system. The committee

emphasized the need for regular updates on the progress of this transition to

ensure accountability and transparency.

vi. The increased liquidity risk in FY 2024/25 could have been mitigated if the

Treasury SinSle Account CISA) System, which has becn mandated by both the

Cabinet and numerous l{ouse resolutions, had been established. The TSA is
essential tbr consolidating Sovernment finances into a single account, facilitating
budget execution, increasing transparency, and controlling expenditures' The

Committee noted that the National Treasury did not provide a timeline within
which the TSA is to be established, resulting in the slow pace of implemcntation
of this critical resolution.

vii. There have been no reports detailing pension payments, thc overall performance

of pension liabilities at the end of the fiscal year, or their impact on fiscal policy.

This lack of transparency is concerning Siven that pension liabilities amount to

Kshs. 223 billion. The Committee noted that this abscnce of reporting hinders the
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ability to monitor and disclose performance aSainst objectives and risks, thereby
impairing effective fiduciary oversight.

5. COMMITIEE RrcOMME.IDATIONS

Arising from these consuhative enSaSements, the Contmittee recommends:

i. Within thirty (30) days of the adoption of this report, the National Treasury drafts
the Fy 2024/ 25 Annual Borrowing Plan pursuant to Section 63(d) PFM, Act 2012
and Regulation 186 of PFM (National Government) Regulation,2015 and submits
the plan to the National Assembly. The plan should also be published on the
National Treasury website for transparency purposes.

ii. The National Treasury develops an expenditure prioritiz tion mechanism before
the issuance of the FY 2025/ 26 Budget Circular to increase r€sources towards
capital development by lOO percent over the medium term and target capital
projects with greater impact on capital formation and GDP growth to improve the
country's long-term debt repayment capacity.

iii. To ensure a smooth transition from cash-based accounting to accrual-based
accounting the National Treasury should:

a. Create a detailed and time-bound transition plan for ensuring that the
transition from cash accounting to accrual accounting is completed by the
end of FY 2024/25; and

b. Provide quarterly updates to the National Asscmbly and other relevant
stakeholders on the progress of the transition to ensure accountability and
transparency.

iv. To expedite the establishment of the Treasury Single Account (TSA) required to
mitigate liquidity risks and ensure timely implementation of Cabinet and House
Resolutions, the National Treasury should:

a. Ensure that the Treasury Single Account CISA) is established and fully
operational by the end of F\ 2024/25 and submit a proSress report to the
National Assembly by 3lst December,2024; and

b. Conduct awareness campaigns iithin gorernment entities to highlight the
benefits of the TSA and ensure smooth adoption.

v. The National Treasury diversifies the fiscal deficit financing strategy by enhancing
the use of grants from development partners and decreasing reliance on
borrowing.

vi. The National Treasury reduces the volume of carryovers by ensuring that pension
payments are made promptly, thereby providinS consistent financial support to
retired civil servants and their dependents.

vii. To enhance transparency in the management of pensiolls in Kenya, the National
Treasury publishes the following reports:

a. Quarterly reports on the management of the country's pension. These
reports should be published and submitted to the National Assembly at least
thirty (3O) days after the end of each quarter;

b. Medium-Term Pensions Management Strategy. This strateSy should be
published and submitted to the National Assembly by the 1Sth of February
each yearl and
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Annual Pension Management Report. This report should be published and
submitted to the National Assembly within two (2) months of the end of
each financial year.

SIGNED

HON. ABDISITIJf,IE,MP.
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