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I. INTRODUCTION

1. The FY 2020121 Supplementary Estimates No.2 has been prepared pursuant

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

2012 (PFMA, 2012).It seeks to address Covid-l9 related expenditures, regularize

approved additional expenditure granted under Article 223 of the Constitution and

approved re-allocations.

III. PERFORMANCE OF THE FY 2O2O/21 BUDGET

2. The implementation of FY 2020121 Budget continues to face various

challenges. These include the effects of Covid-l9 pandemic which slowed down

the economic perfornance and underperformance of projected revenues. Further

an increased demand for additional priority expenditures poses a challenge to the

implementation of the ongoing projects.

3. The total cumulative revenue collected including A-I-A amounted to

Kshs.1,420.6 billion (12.7 %o of GDP) against a target of Ksh.l,465.6 bitlion

resulting in a shortfall of Kshs. 45.0billion for the period ending 30'h April,2O2l.

4. The total cumulative expenditure and net lending inclusive of transfer to

County Govemments amounted to Kshs. 21044.5 billion, against a target of Kshs.

2,264.2 billion for the period ending 30th April,2O2l. The shortfall of Kshs.

219.7 billion was attributed to under absorption in both Recurrent and

Development Expenditures by the National and County Govemments.

Key Assumptions in FY 2020/21 Supplementary Estimates No.2

5. The following are the assumptions underpinning the FY 2020121

Supplementary Estimates No.2 and the fiscal impacts of additional expenditures;

o
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(i)

(i i)

(iii)

The Supplementary Estimates have been prepared to take care of

Covid-l9 related expenditure, salary adjustmenis, adjustments in

development partners financed projects and regularize approved

additional expenditure and reallocations;

Total revenues have been revised from the original projection at 16.8

per cent to 16.5 per cent of GDP;

Overall expenditure and net lending has been revised from the original

projection at24.6 percent to 25.8 per cent of GDP;

Grants have been revised from the original projection at 0.4 per cent

to 0.7 per cent of GDP;

The overall fiscal deficit level inclusive of grants has been revised

from the original projection at 7 .5 per cent to 8.6 per cent of GDP;

Net foreign financing has been revised from the original projection at

3.1 per cent to 3.9 per cent of GDP ; and

Net domestic financing has been revised from the original projection

at 4.4 per cent to 4.7 per cent of GDP.

Overqll Expenditures

(iv)

(v)

(ri)

(vii)

o

6. The Overall Ministerial cumulative expenditure in the FY 2020121

Supplementary Estimates No. 2 has increased by 4.0 per cent from the FY 2020121

original approved budget estimates of which the Recurrent Expenditure increased

by 0.2 per cent and the Development Expenditure has increased by 1 1.4 per cent.

This is within the 10 per cent threshold as required by the PFMA, 2012.
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Table I FY2020/2,l Gross re Estinules nt in Kshs.

re Estimales

1.0 lrlinisterial National Government

2.0 Consolidated Fund Services

3.0 lotal 0loss

7. The overall change in the National Govemment Ministerial Budget

(excluding Consolidated Fund Services and County allocations) from the original

approved budget is an increase of Kshs.75.4 billion which reflects a4.0 per cent

change. This is within the provisions of Article 223 of the Constitution. However,

the overall change of the Budget Estimates from the approved FY 2020121

Supplementary Estimates is a reduction of Kshs.8.Tbillion which reflects (0.4) per

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

III. ADHERENCE OF FISCAL PRINCIPLES AND FINANCIAL
OBJECTI\rES

o Adherence to Fiscql Principles

8. The FY 2020121 Supplementary Estimates No.2 has adhered to the fiscal

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

These include;

0dginal

Approved

Estimates

Supplementary

Estimates No.l

Supplementary

Estimates No.2

Change lrom

thefiiginal

Eudgt

Btirmtes

Change front

the

Supplemenlary

Estimates No.1

!l Change
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Oiginal

Budget

Btimates

16 Change
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Estimates

No.1
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^3i 

(i( 4 72,211.8
;11 (04 I
r vu,viv.r 9$5..r il.49( 1 301

1,028.361.0 r,0t3,809.8 1,070,1 76.6 {r,8r5.0 i3 633 2r {.rI .0 3r

2,916,02.90 3,0{5,{96.12 3.033.211.01 rt7.r88.05 (1 2.285.{r ) 8.tr .0.8{,
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i. Over the medium term, a minimum of thirty percent of the National

Budget shall be allocated to Development Expenditure.

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

Development Budget in the FY 2020121 Supplementary Estimates No.2 is 35.9 per

cent of the total Ministerial Budget while Recurrent Budget allocation is 64.1 per

cent.

iL The National Government's expenditure on the compensation of

employees (including beneJits and allowances) for public ofJicers shall not

exceed 35 percentage of tlte Nationol Government equitable share of

revenue raised nationally plus other revenues generated by the National

Government pursuont to Article 209(4) of the Constitution.

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

2020/21 Supplementary Estimates No.2 is 33.2 per cent of the National

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

Government which is within the 35 per cent threshold required in the PFM

regulations.

iil Over tlte medium term, the National Government's borrowings shall be

used only for the purpose of Jinancing development expenditure and not

for rec urre nt exp endit ure.

11. The Government's medium to long term borrowing aims at financing of

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

Term Debt Strategy (MTDs) approved by Parliament.
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lv. Fiscal risks sltall be managed prudently

12. To manage fiscal risks prudently as required, the Govemment 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.

A reasonable degree of predictability with respect to tlte level of tax rates

and tax bases shall be maintoined, taking into account ony tax reforms

that may be made in thefuture.

v.

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 simplifoing tax laws.

IV. COMPLIANCE WITH PAST POLICY RECOMMENDATTONS

14. During the approval of the FY 2020/21 Supplementary Estimates No.1, the

National Assembly made the following resolutions which we have addressed as

indicated in the subsequent paragraphs.

15. Resolution No.l: that within next six months, the National Treasury should

provide funds and clear road map for completion of all stalled projects and present

this information to Parliament:
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16. Action taken: the National Treasury vide Treasury circular Ref. No.

ES/03'P'(50) dated 26'h August, 2020 requested

Ministries lDepartments/Agencies(MDAs) to consider and prioritize completion of

stalled projects in the FY 2021122 and Medium Term Budget. Further the National

Treasury vide Circular Ref. No.ES/03/'P'(84) dated March ll, 2021 requested

MDAs to allocate adequate funds to the Central Planning ,Projects and Monitoring

Unit (CPPMU) to ensure timely, efficient and effective implementation of projects

through monitoring of all projects.

17. Resolution No. 2: that, during the finalization of the budget estimates for the

FY 202112022, the National Treasury should set aside funds for the settlement of

all pending bills and court awards:

18. Action taken: it is the intention of the National Government to clear all

validated pending bills and court awards. The Government will endeavor to

provide funds for clearing the pending bills in the FY 2021122 and Medium Term

Budget.

19. Resolution No.3: that to avert incomplete projects, the National Treasury

should request Office of the Auditor General to carry out an audit of ongoing

projects that have been affected by budget cuts by April 2021, with a view of

funding these projects in FY 2021122 budget:

20. Action taken: to avert MDAs incurring pending bills on account of budget

rationalization in the FY 2O2Ol2l, the National Treasury vide Circular Ref. No.ES

ll}2l'E'/2021 dated January 28, 2021 directed all the MDAs to take note of their

revised budgets and ensure that they commit/spend as per the proposed revised

budget. The National Treasury witl however endeavor to engage Auditor General

on budget implementation to carry out audit of all ongoing projects with a view of
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ensuring projects are implemented within the stipulated timelines and within the

approved budgets.

21. Resolution No.4: that upon approval of the Supplementary Budget

Estimates No. 1 for the FY 2020121, MDAs and the National Treasury should

revise the outputs and performance targets to realign with the increase or decrease

in budgetary allocations for various programmes:

22. Action taken: Upon the approval of the supplementary Estimates MDAs and

the National Treasury revised the outputs and perfornance targets and realigned

them to the approved budgetary allocations for various programmes.

23. Resolution No.5: that the new projects in the Supplementary Budget

Estimates No. 1 for FY 2020121 should be deferred to FY 2022/23.

24. Action taken: As guided by the Parliament and in reference to the National

Government policy of completing the ongoing projects, most of the new projects

have been deferred to the next Medium Term Budget.

25. Resolution No.6: that for the next Supplementary Budget, the National

Treasury should ensure adequate consultations with the MDAs before

Supplementary changes are effected on the budget:

26. Action taken: the National Treasury vide Circular Ref. No. ES 01102'F' (2)

dated April 28, 2021, requested MDAs to revise their budgets as per the guidelines

provided by the National Treasury. Further to the submission of the supplementary

Estimates to the National Treasury, technical officers from MDAs held Estimates

Working Group meetings with the National Treasury to discuss the estimates

before finalization and submission to Cabinet.
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V. APPROVALS UNDER ARTICLE 223 OF THE CONSTITUTTON

27. The National Treasury has approved expenditures amounting to Kshs. 26.8

billion under Article 223 of the Constitution. The details of expenditure approved

under Article 223 are as indicated in Annex II of this statement.

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

some programmes have exceeded the 10 percent threshold. We are in this regard,

requesting for special approval of the expenditures adjustments which are beyond

the 10 per cent threshold in accordance with regulation 40(9) of the Public Finance

Management Regulations, 2015 (See attached annex 1).

UKUR YATANI, EGH
CABINET TARYAIATIONAL TREASURY AND PLANNING

June 312021
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ANNEX 2: SUMMARY OF THE APPROVALS GRANTED UNDER ARTICLE 223 OF THE CONSTITUTION IN THE FY 2O2O/21

Vote and Programme Details Current Capital Total

01 1 Executive Office of the President 360,000,000 360,000,000

3704000 State House Aflairs 360,000,000 360 000 000

1041 Ministry of Defence 30,000,000 30,000,000

1000 Defence 30 000,000 30,000,000

107'l The National Treasury 1,773,233,'164 1,773,233,164

C717000 General Administration Planning and Support Services 1,773,233,164 1,773,233,164

'1081 Ministry of Health 3,800,000,000 3,800,000,000

000 Preventive, Promotive & Reproductive Health 3,800,000,000 3,800 000,000

1091 State Department for lnfrastructure 1 5,000,000,000 1 5,000,000,000

C202000 Road Transport 1 5 000 000,000 1 5,000 000,000

'1094 State Department for Housing & Urban Development 3,000,000,000 3,000,000,000

C105000 Urban and Metropolitan Development 3 000,000,000 3 000,000 000

1109 Mi of Water & Sanitation and lrrigation 1,000,000,000 1,000,000,000

1017000 Water and lnfrastructure Development 1 000,000,000 1 000 000 000

1 1 93 State Department for Petroleum 1,600,000,000 't,600,000,000

0215000 Exploration and Distribution of Oil and Gas 1,600 000,000 1,600 000,000

1203 State Department for Wildlife 250,000,000 250,000,000

1019000 Wildlife Conservation and Management 250 000 000 250,000 000

1291 Office of the Director of Public Prosecutions 72,000,000 72,000,000

Public Prosecution Services 72,000,000 72,000 000

Total 2,485,233,1 64 24,400,000,000 26,885,233,'t64


