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1. ACRONYMS AND DEFINITION OF KEY TERMS

A. Acronyms and Abbreviations

AGPO: Access to Government Procurement Opportunities
A-in-A Appropriations in Aid

BETA: Bottom-Up Economic Transformation Agenda
CARB: County Allocation of Revenue Bill

CCF: Climate Change Fund

CGS: Credit Guarantee Scheme

CSD: Central Securities Depository

DORB: Division of Revenue Bill

IPSAS: Intornationa! Public Sector Acconnting Standards (TPSAS)
IRME: Institutional Risk Management Framework

KRA: Key Result Areas

MCDAs: Ministries, Counties, Departments and Agencies
MDAs: Ministries, Departments and Agencies

MSME: Micro, Small and Medium Enterprises

NIFC: Nairobi International Financial Centre

NHIF: National Hospital Insurance Fund

NSSF: National Social Security Fund

PFM: Public Finance Management

PSSS: Public Service Superannuation Scheme

RK-FINFA: Rural Kenya Financial Inclusion Facility
RTPs: Restrictive Trade Practices

SACCOs: Saving and Credit Cooperative Organizations
SAGAs: Semi-Autonomous Government Agencies

VFM: Value for Money

iii
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B. Definition of Key Terms
Appropriation in Aid: Revenue collected by various Government Ministries, Departments and
Agencies (MDAs) and spent at source after appropriation.

Career Development Guidelines: A policy document that provides clearly defined career
structures, well-defined job descriptions and specifications, standards for recruitment, training,
advancement, career planning, and succession management.

Carbon Credits: Are financial instruments where the buyer compensates another entity to
undertake measures aimed at lowering its greenhouse gas emissions. The purchaser then receives
recognition for these emissions reductions.

County Allocation of Revenue Bill: A Bill for an Act of Parliament, prepared in fulfilment of the
requirements of Article 218(2) of the Constitution and Section 191 of the Public Finance
Management Act, 2012, to provide for the equitable allocation of revenue raised nationally among
the county governments in every financial year and the responsibilities of national and county
governments pursuant to such allocation and for connected purposes.

County Governments Additional Allocation Bill: A Bill for Act of Parliament to provide for

additional allocations (conditional and unconditional) to county governments; the responsibilities
of National t and county governments pursuant to such allocations; and for connected purposes.

Evaluation: Refers to a systematic and objective assessment of ongoing or completed activities.
The aim is to determine the relevance and level of achievement of activity objectives,
effectiveness, efficiency, impact and sustainability. Evaluations also feed lessons learnt into the

decision-making process.

Emerging Issues: This refers to recent occurrences /events /phenomena which might impact the
sector negatively or positively. They include environmental, policy, legal, technological,
economic, political, social and cultural.

Monitoring: [s a continuous assessment that aims at providing all stakeholders with early detailed
information on the progress or delay of the ongoing assessed activities. It is an oversight of the
activity's implementation stage.

Public Financial Management Reforms: These are reforms aimed at strengthening Public

Finance Management (PFM) systems to enhance effectiveness of the budget processes, improve
transparency and deployment of Public Private Partnership arrangements in funding infrastructural

projects, among others.

Risk: The possibility of an event occurring that will have an impact on the achievement of
objectives. Risk is measured in terms of impact and likelihood.

Value for Money (VFM) Audits: To give assurance on prudent utilization of public resources

and establish whether funds have been used economically, efficiently and effectively.
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2. KEY NATIONAL TREASURY INFORMATION AND MANAGEMENT

a) Background Information
The National Treasury was established vide the Executive Order No. | of 2025. The basis for
establishment of the National Treasury is found in Article 225 (1) of the Constitution of Kenya
which states that an Act of Parliament shall provide for the establishment, functions and
responsibilities of the National Treasury. This has been actualized in Section 11 and 12 of the
Public Finance Management (PFM) Act 2012.

At Cabinet level, the National Treasury is represented by the Cabinet Secretary for National
Treasury, who is responsible for the general policy and strategic direction of the Ministry.

b) Mandate of the National Treasury
The National Treasury derives its mandate from Article 225 of the Constitution, Public Finance
Management Act 2012 and the Executive Order No.1 0of 2025. The National Treasury exercises its
mandate in consistency with any other legislation as developed or reviewed by Parliament from

L LU e,

The core functions of the National Treasury as derived from the above legal provisions include;

i.  Overall Economic Policy Management;
ii. Management of Public Finance;
iii.  Formulation of National Budget;
iv.  Public Debt Management;
v.  Formulation and Maintenance of Government Accounting Standards;
vi.  Bilateral and Multi-Lateral Financial Relations;
vii.  Capital Markets Policy;
viii.  Oversight of Revenue Collection as prescribed;
ix.  Competition Policy Management,
x.  Insurance Policy and Regulation;
xi.  Development and Enforcement of Financial Governance Standards;
xii.  Financial Sector Analysis and Management including SACCOs, NSSF and SHA;
xiii.  Financial Institutions Oversight;
xiv.  Management of National and County Governments Financial Management System
and Standards;
XV. Development of Kenya as an International Financial Centre;
xvi.  Anti-Money Laundering Policy; and
xvii. Development and promotion of carbon trading (carbon credit markets) as an emerging
asset class within the capital markets.

Vision
“Excellence in economic and public finance management, and development planning for Kenya’s
socio-economic transformation.”
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Mission
““To provide leadership in prudent economic and public finance management and development
p

planning through formulation, implementation and monitoring of policies for Kenya’s inclusive
growth”.

Core Values
The National Treasury is guided by the following STRICT core values:

+ Stakeholder participation;

* Transparency and accountability;
* Results oriented;

* Integrity;

* Customer focus; and

+ Teamwork and commitment;

Role of the National Treasury in the Devolved System of Government
The National Treasury is mandated by law to: -

I Strengthen financial and fiscal relations between the National Government and County
Governments and support County Governments in performing their functions;

ii. Issue guidelines on the preparation of county development planning;

iii. Prepare the annual legislative proposals on intergovernmental fiscal transfers;

iv. Provide logistical support to intergovernmental institutions overseeing intergovernmental
fiscal relations;

V. Coordinate the development and implementation of financial recovery plans for County

Governments that are in financial distress;

Vi. Build capacity of County Governments on public finance management matters for

cfficient, effective and transparent financial management as well as planning, monitoring and
evaluation; and
vii.  Administer the Equalization Fund.

¢) Key Management

The National Treasury’s day-to-day management is bestowed on following key offices.

Office of the Principal Secretary

The Principal Secretary is responsible for the day-to-day administration of the National Treasury
operations and is the Accounting Officer and Authorized Officer. In addition, the Principal
Secretary is charged with the responsibility of advising the Cabinet Secretary on policy, technical
and administrative functions in the National Treasury.

Organizational Structure of the National Treasury

The National Treasury is organized into four (4) technical Directorates headed by Directors
General and one (1) Administrative and Support Services Directorate headed by a Principal
Administrative Secretary.

Vi
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Each Director General is responsible for a Directorate comprising a cluster of Departments
responsible for related policy functions. In addition, the National Treasury has two independent
departments namely Public Procurement and Internal Audit Departments headed by a Director
and an Internal Auditor General respectively. The National Treasury also has a Public Finance
Management Reforms Secretariat headed by a Programme Coordinator.

The Directorates and Departments are as follows:

Directorate of Budget, Fiscal and Economic Affairs
The Directorate is headed by a Director General, reporting to the Principal Secretary, National
Treasury. It is organized into the following four (4) Technical Departments each headed by a
Director:

(a) Budget Department;

(b) Macro and Fiscal Affairs Department;

(c) Financial and Sectoral Affairs Department; and

(d) Inter-Governmental Fiscal Relations Department.

Directorate of Accounting Services
The Directorate is headed by a Director General reporting to the Principal Secretary, National
Treasury. It is organized into the following four (4) Technical Departments each headed by a
Director:

(a) Government Accounting Services;

(b) Information Financial Management Systems (IFMIS);

(c) National Sub-County Treasuries; and

(d) Government Digital Payments Unit.

Directorate of Public Debt Management Office
The Directorate is headed by a Director General, reporting to the Principal Secretary. It is
organized into the following three (3) Technical Departments each headed by a Director:
(a) Resource Mobilization (Front Office);
(b) Debt Policy, Strategy and Risk Management (Middle Office); and
(c) Debt Recording and Settlement (Back Office).

Directorate of Administrative and Support Services (Common Shared Services)
The Directorate is headed by a Principal Administrative Secretary, reporting to the Principal
Secretary. It is organized into ten (10) specialized functions offering common shared services.
The common shared services of the National Treasury consist of functions that are not core to the
National Treasury but offer critical support services to the National Treasury. The functions
include:

(a) Accounting;

(b) Finance;

(¢) Human Resource Management and Development;

(d) Central Planning and Project Monitoring;

(e) Supply Chain Management;

(f) Legal;

(g) Public Communications;

Vil
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(h) General Administration;
(i) Internal Audit; and
() ICT.

Directorate of Public Investment and Portfolio Management
The Directorate is headed by a Director General, reporting to the Principal Secretary. It is
organized into the following five (5) Technical Departments each headed by a Director:
(a) Government Investment and Public Enterprises;
(b) National Assets and Liabilities Management;
(c) Parastatal Reforms:
(d) Pensions Department; and
(e) Public Investment Management.

Directorate of Public Private Partnership
The Directorate is headed by a Director General, reporting to the Principal Secretary on matters

relating to Public Private Partnership.

Note: Directorate of Public Investment and Portfolio Management and Directorate of Public
Private Partnership have since been transferred from the National Treasury to the new State
Department for Public Investment and Assets Management vide Executive Order No. 1/ 2025

dated June, 2025.

d) Fiduciary Management
The key management personnel who held office during the financial year ended 30th June 2025

and who had direct fiduciary responsibility were:

S/No. | Designation Name
1. Principal Secretary Dr. Chris Kiptoo, CBS
2. Principal Administrative Secretary Mr. Samson Wangusi, OGW
3. Director General, BFEA Mr. Albert Mwenda, MBS
4. Director General, Accounting Services FCPA. Bernard Ndung’u, MBS
S. Director General, PIPM Mr. Lawrence Kibet, EBS
6. Director General, PDMO Mr. Raphael O. Otieno
7. Director General, PPP Eng. Kefa Seda
8. Director, Macro and Fiscal Affairs Department Mr. Musa Kathanje, OGW
9. Director, Budget Department Mr. Francis Anyona, OGW
10. Director, Financial and Sectoral Affairs Department Mr. Ronald Inyangala, OGW
11. Director, Public Procurement Department Mr. Eric Korir
12. Director, Intergovernmental Fiscal Relations Department | Mr. Samuel Kiptorus
13. Internal Auditor General Dr. CPA. Sammy Kimunguyi,
CFE, CISA
14. Director, Government Accounting Services Department CPA, FA. Jona Wala
15. Director, National Sub County Treasuries CPA. Francis Kariuki, OGW
16. Director, Integrated Financial Management Information | Mr. Mboni Kyallo
System
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17. Director, National Assets and Liability Management CPA. Geoffrey Malombe,
ndc(k)
18. Director, Government Investment and Public Enterprises CPA. Kennedy Ondieki, EBS
19. Director, Pensions Department Mr. Michael Kagika, EBS
20. Director, Parastatal Reforms Dr. Karen Kandie, DBA
21. Director, Public Investment Management Unit Mr. Orumoi Jonah
22. Director, Resource Mobilization Department Mr. Amos Cheptoo
23. Director, Debt Policy, Strategy and Risk Management | Mr. Daniel Ndolo
Department
24. Director, Debt Recording and Settlement Department Mr. Jeremiah Tomno
25. Director Administration (Ag.) Mr. Denis Kirui
26. Director Accounting Services/Head, Accounts Division CPA. George K. Gichuru
27. Head, Finance Unit Mr. Ambrose Ogango
28. Director/Head, Supply Chain Management Unit Mr. Caleb Ogot
29. Senior Deputy Internal Auditor General/Head, Internal | CPA. Lucy Mugwe
Andit Tlnit
30. Principal State Law Counsel, Legal Unit Ms. Faith Chirchir
31. Director, Human Resource Management and Development | Mr. Benson Giuthua, OGW
32. Director, Information Communication and Technology Mr. Edward Ruteere
33 Senior Deputy Accountant General/Pensions CPA Francis Amuyunzu
34. Director, Central Planning and Project Monitoring | Mr. John Olela
Department
35. Director, Public Communications Unit Mr. Godfrey Isiye
36. Ag. Director Government Digital Payments Unit Mr. Silas Oswe
37. Director, Exchequer Services CPA. Jane Wacuka, OGW
38. Programme Coordinator, Public Financial Management | Mr. Joel Bett
Reform Secretariat

e) Fiduciary Oversight Arrangements

To manage the fiduciary risk, the National Treasury has put in place fiduciary oversight
arrangements including setting up committees. The key oversight arrangements include:

Audit Committee

In line with the Public Finance Management Act 2012, the National Treasury has established a
Ministerial Audit Committee comprising five members, four of whom are independent. The
Committee provides overall oversight and quality assurance including follow up on the
effectiveness of implementation of audit recommendations.

The committee support the Accounting Officer with regard to the responsibilities on issues of risk
management, internal controls, governance and associated assurance. The Committee also follow
up on the implementation of the recommendations of internal and external auditors.
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il Public Finance Management Committees

Budget Implementation Steering Committee

In order to effectively monitor the implementation of the National Government budget, the
National Treasury has established a steering Committee chaired by the Cabinet Secretary, National
Treasury. The Principal Secretaries for the National Treasury and State Department for Economic
Planning provide general oversight in the Budget implementation.

Budget Implementation Technical Committee

The Committee is chaired by the Principal Administrative Secretary and comprises the Directors
General and various Heads of Department. The Committee is responsible for monitoring the actual
implementation of the identified measures and programmes and reporting detailed progress on the

same regularly.

Budget Implementation Ministerial Committee

To monitor the implementation of the Ministry’s budget, programmes and activities, the National
Treasury has appointed a committee comprising of officers from all the Departments of the
Ministry. The Committee reviews and analyses the progress made by Departments in the
implementation of budget and the planned programmes and activities and advises the management

accordingly.

Public Finance Management Standing Committee (PFMSC)

Established to provide strategic guidance on Public Finance Management according to the Public
Finance Management (National Government) Regulations. The committee is crucial for ensuring
prudent financial management and accountability at the National Treasury.

Project Implementation Committee

To monitor the implementation of the Government’s Infrastructure Projects, the National Treasury
has established a Project Steering Committee Comprising Principal Secretaries from implementing
Ministries and appointed a technical committee comprising officers from the technical departments
of the Ministry. The Committees review and analyse the progress made by ministries in the
implementation of domestically and externally funded projects and advises accordingly.

Development Partner Oversight
To effectively manage Official Development Assistance to the Government, the National Treasury

has, under the Public Debt Management, a department responsible for all matters relating to
Development Partners. The Department has various Units that coordinate different development

partner activities in the Country.

Public Financial Management Sector Working Group

To facilitate the implementation of financial management reforms, the National Treasury has
appointed senior officers to the Public Financial Management Sector Working Group. The
Committee plays an oversight role in the implementation of financial reforms in the public service
in collaboration with the development partners.
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iii. Top Management Committee

To monitor the implementation of the Ministry’s programmes and performance, the National
Treasury has appointed Senior Management Committee comprising of Directors General. The
Committee receives reports from departments, build consensus on National Treasury responses to
emerging issues, challenges and risks and ensures that the decisions made are implemented in a
timely manner. Additionally, the Treasury constituted Ad hoc Committees to handle specific
assignments in the Financial Year 2024/25.

iv. The National Treasury Monitoring and Evaluation Technical Committee (NTPMEC)
The National Treasury undertakes monitoring and evaluation exercises to establish progress made
in the implementation of various programmes and projects including those that are funded by the
development partners.

The National Treasury Monitoring and Evaluation Technical Committee (NTPMEC) is a dedicated
technical committee which was established by PS/NT on 28th May, 2024 to mainstream PM&E
practices within the National Treasury and ensure effective oversight and evaluation of fiscal
policies, budgetary allocations, and public investments.

The Committee is mandated to enhance the efficiency, transparency, and accountability of the
planning, budgeting, financial management, and M&E practices within the National Treasury. It
aims to provide systematic oversight, evaluation, and evidence-based recommendations for
functional and operational efficiency and realization of intended strategic outcomes.

The National Treasury Headquarters
P.O. Box 30007- 00100,

Treasury Building,

Harambee, Avenue

NAIROBI, KENYA

The National Treasury Contacts
Telephone: (254)020-2252299

Email: Communication@treasury.go.ke
Website: www.treasury.go.ke

The National Treasury Bankers
Central Bank of Kenya

Haile Selassie Avenue

P.O. Box 60000

City Square 00200

NAIROBI, KENYA
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Independent Auditors

Auditor General

Office of the Auditor General
Anniversary Towers, University Way
P.O Box 30084

GPO 00100

NAIROBI, KENYA

Principal Legal Adviser
The Attorney General
State Law Office
Harambee Avenue

P.O. Box 40112

City Square 00200
NAIROBI, KENYA
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3. STATEMENT BY THE PRINCIPAL SECRETARY

Budget performance
The National Treasury expenditure for the FY 2024/25 stood at Ksh. 93.50 billion against an

approved budget of Ksh 122.18 billion as per supplementary III, translating to an overall
absorption rate of 76.53%. This shows a minimal decline of 0.23% from 76.76% recorded in the
financial year 2023/24. The National Treasury’ printed estimate, supplementary estimates,
expenditure and absorption rates are demonstrated in the summary table below:

Table on Budget and Expenditure for FY 2024/25 as at 30" June 2025

Prl.nted Supplementary|Supplementary Expenditure| Absorption

Estimates FY . . N
Vote h024/25 | Estimates FY|II Estimates  [Supplementarylas at 30th |rate (%oage)

2024/25 FY 2024/25 |lIl Estimates |June, 2025
FY 2024/25
Kshs. million

Recurrent 75,596.0 66,721.4 78,013.0 82,266.0 66,988.5 81.4
Development 59,526.2 52,504.4 39,039 39,910.3 26,508.3 66.4
Total Budget 135,122.1 119,225.8 117,051.8 122,176.4 93,496.8 76.5

The Chart 1 below represents the trend of budget allocation trend through supplementary in

202425 FY

Kshs. Millions
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plemetary I

Total
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Chart 2 below presents the National Treasury total budget execution for the FY 2024/25.
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Chart 2: Allocation against Total Expenditure

Allocation Vs Expenditure
100
80
60

40

Kshs Billions

20

Recurrent Development

= Approved budget  m Absorption

When disaggregated by recurrent and development expenditure, the budget execution indicates
that the recurrent budget allocation of Ksh.66.99 billion was absorbed at 81.4% against an
approved budget of 82.27 billion. This marked a decline from the absorption rate of 92.70%

recorded in FY 2023/24.

On the other hand, development expenditure absorption was Ksh .26.51 billion against an
allocation of Ksh 39.91billion recording an absorption rate of 66.52 %. The under absorption in
development expenditure is attributed to exchequer challenges.

Budget execution for externally funded resources for FY 2024/2025

The externally funded projects recorded an absorption of Ksh. 29.61 billion against an allocation
of Ksh. 32.84 billion translating to an absorption rate of 90.18%. This is a marked improvement
from the 69.96% recorded in 2023/24. The improvement is attributed to increased commitments
by donors. Absorption of Externally Funded Projects was affected by delays during preliminary
processes e.g. in procurement resulting to delayed commencement. Also, delays in receiving of
No Objection from Development Partners on implementation of most activities, inadequate GoK
counterpart funding, budget cuts and weak performance by implementers as disbursement depends

on milestones achieved.
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Chart 3: Budget execution for externally funded projects for FY 2024/25
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Budget Execution by Programme

The National Treasury implemented the 2024/25 FY budget within four economic programmes.
These were: General Administration, Planning and Support Services; Public Financial
Management; Economic and Financial Policy Formulation and Management; and Market
Competition.

Key Achievements under programmes
The National Treasury registered Key Achievements during the Financial Year 2024/2025 as

follows:

Electronic Government Procurement (e-GP) System. The National Treasury is set to fully roll
out the system across all Procuring Entities within both the National and County Governments.
This move is part of ongoing Public Finance Management Reforms aimed at enhancing efficiency,
transparency, and value for money in public procurement. All Suppliers are required to Register
for E-Government Procurement (e-GP) System by July 1, 2025. The implementation of the e-GP
system follows a directive by His Excellency the President during the State of the Nation address
delivered on 21st November 2024. In his speech, the President directed that the National Treasury
to ensure the complete deployment of the e-GP system by the first quarter of 2025.

The National Treasury undertook training of users and suppliers in Q3 and Q4 02024/25 FY as
shown in the summary table below:
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[TEM Targeted | Number of No of Procuring %
figures Persons Entities benefitted | achieve
Trained ‘ ment Remarks

No.of Users
A | Trained

Ministries and 840 807 53 96%

State All MDAs to have been
1 | Departments trained by 30th June 2025

Counties and 705 700 46 99% All County /County

County Assemblies to have been
2 | Assemblies trained by 30th July 2025

State 6,400 3,297 306 52% Webinnar Trainings (9th -
3 | Corporations 13th June, 2025)

Total 4804 405

B | Trainers of
Trainers (ToTS)
Number of ToTs 160 60 New TOTs to be recruited
in July 2025

C | Suppliers Targeted | No of Suppliers
Figures trained
No of Suppliers XXXXXXX | 1,786 Suppliers to register for
Trained weekly webinars on the e-
GP website
Registration of Targeted | No of PEs
D | Procuring Entities Figures Registered
No of PEs XXXXXXX | 358
Registered XXX Registration ongoing
NO. OF No. of
SUPPLIERS Targeted | Registered
E | REGISTERED Figures | Suppliers
TOTAL No of XXXXXXX Suppliers to self-register
Suppliers XXX 999 on e-GP System
Registered

General Administration, Planning and Support Services programme, the National Treasury
leased 3,546 security vehicles for the National Police Service towards enhancing security;

The Public Financial Management programme, Total revenue collection by the end of June
2025, is estimated at KSh. 2,918.6 billion against a target of KSh 3,343.2 billion, resulting to a
shortfall of KSh 424.6 billion. The shortfall was on account of below collection ordinary revenue
of Ksh 497.0 billion. Ministerial A-I-A, however, was above the target collection by Ksh 72.5
billion. Total revenue inclusive of the ministerial A-I-A grew by 8.0 percent, an increase from a
growth of 14.5 percent recorded in June 2024. Ordinary revenue collection in FY 2024/25 was
KSh 2,420.2 billion against a target of KSh 2,917.2 billion, which was KSh 497.0 billion below

the target.

The total expenditure and net lending for the period under review amounted to KSh 3,963.1 billion,
against a target of KSh 3,992.0 billion. The resultant under expenditure of KSh 28.9 billion is
attributed to below target absorption of development expenditures by the National Government.
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Recurrent expenditure for National Government amounted to KSh 2,937.2 billion against a target
of KSh 2,841.9 billion leading to a above target expenditure of KSh 95.2 billion. The below target
expenditure in recurrent category is mainly attributed to above target expenditure on Operation
and Maintenance (O&M) and domestic interest payments

Economic and Financial Policy Formulation and Management programme, the National
Treasury developed the Framework for verification and payment of outstanding Contribution in
Lieu of Rate (CILOR) for County Governments. In addition, the National Treasury implemented
measures to attract three (3) NIFC firms. These include (i) facilitating discussions with regulators
to introduce large scale global insurance provider into the market, (ii) collaborating with the
Department of Immigration to facilitate fast-tracked investor and work permit issuance and (iii)
supporting a foreign incoming Venture Capital firm with business registration.

Mobilization of resources, funds amounting to over Kshs 466,575 million were mobilized from
external sources while domestic resources amounting to Kshs 294, 937 million from internal
sources to support the budget.

Market Competition and Creation of an Enabling Business Environment programme, the
National Treasury through the SAFER project transferred Kshs. 5.5 billion to Kenya Development
Corporation (KDC) for onward lending to PFls which will then lend to qualified MSMEs. With
respect to access to justice, the National Treasury through the Competition Tribunal determined
100% of Appeals on Competition.

Implementation of Digital Superhighway, the National Treasury established Contact Centre
Services to manage payment related queries from e-Citizen clients.

Revenues received by the Pensions Department includes;
(a) Thirty one percent (31%) Contributions;
(b) Widows and Childrens Pensions Scheme Contributions (WCPS);
(¢) Abatement; and
(d) Other Government liabilities. (CAP Deductions).

31% contributions revenue is received from state agencies being remittances for seconded officers to
safeguard their pension and WCPS, Abetment and CAP are recoveries from pensioners’ lumpsum.
31% contributions and WCPS are remittances made to safeguard the officer’s pension. While
Abatement and CAP deductions are recoveries made from the pensioners lumpsum for any
government liability due to the pensioner.

Budget Performance for Pensions Department Revenue Collection Account

During the financial year 2024/2025, the Department realized receipts totalling to Kshs.
420,478,558, representing 110% of the budget. This is an increase from the previous year’s receipt
of Kshs. 303,116,080, or 88% of the budget. This increase is attributed to the timely disbursement
of Exchequer which enabled collection of revenue items deducted from pension gratuities such as
WCPS, Abatement and Recoveries of Government Liabilities (Deductions to CAP).
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The figure of Kshs.420,478,558 comprises actual collections of Kshs. 220,658,379(52% of the
total amount) and a receivable of Kshs.199,820,179 (48% of the total amount).

Emerging Issues

The emerging issues that impacted on the operations the National Treasury include: -

iii.

Technological advancement in the ICT sector present opportunities to leverage ICT
innovations in the conduct of business as well as risks relating to governance and data
security. As the financial systems increasingly go digital, there is the associated risks with

cyber-attacks;

The proliferation of fake news on social media platforms, which have a wider audience and
faster response time sometimes portrayed the National Treasury in a negative manner;

Green Finance: with climate change concerns, there is the pressing need to integrate
environmental, social, and governance (ESG) considerations into fiscal policies and

investments;

Development of Sector specific Project Appraisal Manuals continues to be a priority to

iv.
guide sector specific analysis. The National Treasury is required to develop over 40 sector
specific appraisal manuals to guide the over 40 sectors on the nuanced appraisal process;
and
v. Debt sustainability concerns. Ensuring that debt levels remain sustainable while funding
essential services is a critical challenge that continues to face the National Treasury.
Challenges
Some of the challenges the National Treasury faced while implementing the 2024/25 budget
include:-

ii.

Resource Constraint persisted and affected implementation of budgets;

The rationalization of the budget, occasioned by underperformance of revenue collection
and emerging government priorities affected the implementation of programmes. In the FY
2024/25, the National Treasury faced a total revenue collection shortfall of KSh 424.6
billion on account of shortfalls in both ordinary revenue;

Shortage of Key Technical Staff continues to affect operational efficiency in the core

mandate:
(a) Despite recruitment of staff across certain cadres, the National Treasury continues to

experience staff shortage across all cadres against authorized establishment. As
indicated in the operational performance on human resource, the current staff capacity
is at 55% This is mainly attributed to natural attrition. The planned recruitment and
promotion of staff by the appointing authorities has been slow hence affecting service
delivery and succession management initiatives; and
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To man

(b) Operating environment is manifested, among others, by shortage of office space
especially for key technical staff and, Inadequate resourcing of the Monitoring and
Evaluation function.

Civil unrest occasioned by regular protests disrupted implementation of various activities

thus disrupting service delivery. Business investment were destroyed and life lost thus

impacting heavily on economic development of the country.

age the above emerging issues and challenges and ensure successful implementation of the

National Treasury goals and objectives, the Ministry undertook the following: -

1.

iii.

Recom

Raised domestic resources to support implementation of various ongoing programme
through development of diverse methods for domestic resource mobilization;

Continued to implement succession planning towards progressively filling in staff
shortage, continued training and timely promotions; and

Engaged other development partners for concessional loans and grants as well as pursued
strategies to finance government projects.

mendations

In order to address the challenges and emerging issues, the following measures should be

underta
I.

iii.

Vi.

ken: -

Sustain efforts for effective mobilization of resources to finance public expenditure
particularly towards facilitation and implementation of the Bottom-Up Economic
Transformation Agenda and emerging Government priorities. Key in this respect is the
need for adequate resourcing of Kenya Revenue Authority to deploy innovative tax
administration for efficient and optimal collection of taxes.

In addition, the National Treasury will leverage on the digitization of all critical
Government processes with a view to bringing convenience to citizens and raising revenue
efficiently for Government services that are paid for electronically;

Reforms in Public Financial Management and taxation should be sustained to enable the
National Treasury expand the fiscal space and enhance absorption capacity. This includes
reforming institutions and restructuring of parastatals to wean some from reliance on
exchequer;

Strengthening Tax Administration, The National Treasury will enhance KRA’s capacity to
leverage on technology to seal leakages; enhancements of iTax and Integrated Customs
Management System (iCMS); and use of e-TIMS (Tax Invoice Management System).
These policy strategies will expand the primary surplus in the fiscal framework and
stabilize the growth of public debt thereby boosting the country’s debt sustainability
position;

Continued implementation of succession planning, especially with respect to recruitment
of key technical staff to achieve optimal staffing levels for enhanced operational efficiency;
Strengthening Monitoring and Evaluation Framework and capacity through automation of
the Planning and M&E processes;

Continued leveraging on ICT to ensure timely delivery of targets and foster efficiency: and
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vii.  Implementing the recommendations arising from the 2023/24 project rationalization
review to achieve optimal project portfolio and increase fiscal space.

Going forward, the National Treasury will support the Government’s priority on scaling up efforts
on policy interventions and structural reforms under BETA so as to navigate the global turbulence,
accelerate economic recovery, and address overarching development challenges namely creating
jobs, eradicating poverty and mitigating climate change. As part of the efforts, the National
Treasury will accelerate investments in: (i) reforming markets (ii) domestic resource mobilization
and application of those resources to development projects; (iv) reform and restructure of State-
Owned Entities and (v) digitization of government services.

Signature ..

DR. CHRIS KIPTOO0, CBS
PRINCIPAL SECRETARY/ NATIONAL TREASURY
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4. MANAGEMENT DISCUSSION AND ANALYSIS

Report on Operational and financial performance of the organization for the last three-to-
five-year period

Operational Performance
Operational performance is examined from two main indicators. These are: (i) performance
contract management (i) human resource staff capacity.

Performance Contract Management

In the Financial Year 2020/ 21, the National Treasury and Planning was ranked 5" in the Top Five
Performing Ministries with an Average Composite Score of 3.2124 which is a good performance.
There was a decline in performance compared to that of 2019/2020 whereby TNT&P was ranked
the best performing Ministry with a Composite Score of 3.0209.

In the FY 2021/2022 the National Treasury and Economic Planning retained a ranking of position
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improvement from the 3.2124 recorded in 2020/21.

In the FY 2022/2023 the National Treasury and Economic Planning was ranked position 9 with a
composite score of 3.3158 representing ‘good performance’. Compared to the performance of the
previous years, there was a slight decline since the Ministry had a composite score of 3.1173 in
2021/22 FY and 3.2124 in 2020/2021 FY.

In the FY 2023/2024 the National Treasury and Economic Planning had a composite score of
3.2296 representing ‘good performance’. This is an improvement from the FY 2022/23 composite
score of 3.3158.

Note: The Performance Contract for FY 2024/25 has not been evaluated.

A summary of performance contract indicators for two years and ranking for the last five years are
given in the table below.

Table 2: Summary of performance of the National Treasury and Economic Planning in
ranking of Ministries Departments and Agencies over five Financial Years

2019/2020 FY

2020/2021 FY

2021/2022 FY

2022/2023 FY

2023/24 FY

Overall Score:
3.0209

Overall Rank:
Position |

Overall Grade: 70-
100%

Performance
category: Good
Core Mandate
Score: 1.8089

Overall Score:
3.2124 Overall
Rank: Position 5
Overall Grade: 70-
100%

Performance
category: Good
Core Mandate
Score: Not measured

Overall Score:
3.1173

Overall Rank:
Position- 5

Overall Grade: 70-
100%

Performance
category: Good

Overall Score:
3.3158
Overall Rank:

Position — 9

Overall Grade: 70-
100%

Performance
category: Good

Overall Score:
3.2296

Overall Rank:
Position -  Not
published

Overall Grade: 70-
100%

Performance
category: Good
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Human resource staff capacity.

Human resource capacity is a component of operational efficiency in the National Treasury. In this
regard, the National Treasury currently operates at 55.80 per cent staff capacity in relation to
authorized establishment. This is a decline from staff operational capacity of 57.1% in 2023/24
FY and 58% FY in 2022/23. The decline in staff capacity is attributed to slow succession
management in relation to increasing staff requirement as indicated by authorized establishment.
Chart below illustrates the current staff capacity against authorised establishment.

Human resource capacity for the period FY 2020/21 to 2024/25

TNT Human resource capacity -2020-2025

6000 59.00%

= R
c 5000 58.00% =
4000 -
-— . O
° e : 57.00% 3
U & S 0L =
£ 2000 55.83996.00% S
3 | 55.00% %
2 1000 ¢ 3
0 - . - " 54.00% o
2020-2021 2021-2022 2022-2023 2023-2024 2024 - 2025 %

o

Axis Title °:'

TNT Human Resource Capacity In-Post

gz TNT Human Resource Capacity Authorised Est.

awea TNT Human Resource Capacity % level of Capacity

[n terms of cadre, the National Treasury ratio of technical to support staff currently stands at 70.83
and 29.17 per cent of in-post staff.

The National Treasury trained 933 staff of different carders on relevant skills sets during the period
under review.

Financial Performance

Over the last five-year period, the National Treasury recorded mixed trend in performance in
financial stewardship relating to absorption of GoK funds. Chart below illustrates the National
Treasury financial performance in relation to expenditure for the period 2020/21- 2024/25FY.

The allocations to the National Treasury recorded increasing trend with highest allocations
recorded in the FY 2021/22. The increase in allocation is attributed to transferring of marine and
transport functions to the National Treasury. These functions were transferred back to the Ministry
of Transport and Infrastructure in the FY 2023/24.

XXII



The National Treasury & Economic Planning
Statemeni of Revenue-Pensions Department
Revenue Statement For the year ended June 30, 2025

The National Treasury total budget against expenditure for 2020/21- 2024/25 (Ksh. Billions)

Budget execution trends over the period under

review
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The table below illustrates budget allocations vs expenditure per programme.

Table 5: Allocation Per Programme Vote 1071 FY 2024/25

. oot Supplementary I [Supplementary II|Supplemntary Expenditure
Programme ll::(lnztg;i“l/:zsstlmatcs Estimates FY Estimates FY 111 Estimates as at 30th
2024/25 2024/25 FY 2024/25 June, 2025
(Kshs. Million)

1. General
Administration,

. 76,480.3 58,740.1 78.019.2 84,150.9 36,919.9
Planning and Support
Services
Administration =
Servi 42,499.5 25,508.2 36,349.6 42,080.2] 35,025.2

ervices
Jjuman Resouree 121.4 114.8 114.8 114.8 12.5
anagement Services

Financial Services 33.,204.6 33,070.9 41,008.5 40,909.5 736.5
ICT Services 654.8 46.3 546.3 1,046.3 1,045.7
2. Public Financial ;
Mangement 46,862.9 49,502.2 31,699.2 26,448.2 24,393.2
Resource Mobilization 24,696.4 24,716.2 13,088.9 14,403.5 14,311.5
Budget formulation,
Coordination and 12,522.2 17,143.6) 9,231.9 2,024.9 2.020.0
Management
Audit Services 901.4 861.2 861.2 904.2 859.7
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Accounting Services 3,058.4 2,342.0 3,150.0 3,425.0 3,298.8
Supply Chala 900.6 1,129.2 2,089.2 2,389.2 2,274.9
Management

Fublic Knancis| 827.0 526.4 594.4 564.4 422.0
Management

Government 3,957.0 2,783.6 2,683.6 2,737.0 1,206.2
Investment and Assets

3. Economic and

Fingucial Folicy 11,270.5 10,475.0 6,715.3 10,959.3 9.886.6
Formulation and

Management

Policy Formulation 9,003.3 8,217.7 5,536.1 9.930.1 8,927.3
and Mangement

Debt Management 155.4 148.4 148.4 148.4 145.4
Micro Finance Sector

Support and 2,111.8 2,108.9 1,030.9 880.9 813.9
Development

4. Market Con]petition 508.5 508.5 618.0 618.0 618.0
Elimination of

Restrictive Trade 508.5 508.5 618.0 618.0 618.0
Grand Total 135,122.1 119,225.8 117,051.8 122,176.4 71,817.6

Major Risks Facing the National Treasury

The National Treasury faces several key risks, including high debt levels, climate change
impacts, and challenges in revenue mobilization. These factors can strain the country's fiscal

stability and limit its ability to invest in priority programs.

1. High Public Debt:

Kenya's public debt, both domestic and external, is a significant concern, with a high proportion
of it held by multilateral and bilateral lenders. The National Treasury aims to manage debt levels
by gradually reducing the stock of Treasury bills and lengthening the maturity of public debt
instruments. Challenges in revenue collection can exacerbate debt sustainability issues,
potentially leading to cash flow problems and the accumulation of unpaid bills.

2. Climate Change Impacts:

Climate change poses a major risk to key sectors like agriculture and tourism, impacting
economic resilience and potentially affecting government revenue. The National Treasury is
prioritizing climate resilience as a crucial aspect of development and economic growth. Climate-
related disasters also lead to increased government spending on disaster relief and recovery
efforts, further straining the budget.
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3. Revenue Mobilization Challenges:

Difficulties in mobilizing sufficient revenue to meet budgetary needs are a recurring issue.
Economic downturns, high inflation, and exchange rate depreciation can negatively impact
revenue collection. The National Treasury is working to enhance fiscal consolidation efforts and

rebuild fiscal buffers to mitigate revenue shortfalls.

4. Fiscal Risks from State Corporations:

Many state corporations face liquidity challenges and have accumulated significant arrears,
posing a fiscal risk to the government. A significant number of state corporations are loss-
making, further straining public finances. The National Treasury is working to improve the

management and oversight of state corporations to mitigate these risks.

Addressing these risks requires a multi-pronged approach, including sound macroeconomic
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revenue collection, and enhanced fiscal discipline across all government entities.
Material Arrears in Statutory and other Financial Obligations

As at 30th June, 2025, the organization had minimal materiAaI arrears in statutory and other
financial obligations. The status is summarized as follows:

a) Statutory Deductions
All mandatory statutory deductions, including PAYE, NHIF, NSSF, and pension contributions,

were remitted in full and on time to the respective institutions during the financial year. There were
no outstanding arrears reported in relation to employee benefit remittances.

b) Pending Bills

The organization recorded pending bills], mainly related to: Unsettled invoices for supplies and
services already rendered, delays in processing payments due to procurement documentation gaps
or budget absorption constraints and a small portion attributed to late exchequer releases in the last
quarter.

These pending bills are fully recognized in the financial statements and have been prioritized for
settlement in the first quarter of the FY 2025/26.

The National Treasury Key Projects/ Investments implemented or ongoing

The Table below indicates a summary of 18 key projects for the National Treasury indicating
project cost, cumulative expenditure, Absorption rate and project status.
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Table 3: Key projects implemented by the National Treasury in 2024/25 FY

S/No.

Project

Project Budget

(Kshs.)

Expenditure
(Kshs.)

Absorption
Rate

Remarks

National Treasury Special
Global Fund - Malaria
Grant - KEN-M (NFM3) -
BETA

547,823,464.00

312,819,406.00

57.10%

Project
Completed

National Treasury Special
Global Fund - HIV-AIDS
Grant - KEN-H (NFM3) -
BETA

6,143,272,199.00

5,478,371,242.00

89.18%

Project
Completed

National Treasury Special
Global Fund - TB Grant -
KEN-T (NFM3) - BETA

579,301,743.00

359,292,987

62.02%

Project
Completed in
March 2025

National Treasury Special
Global Fund - Malaria
Grant - KEN-M (NFM4) -
BETA

244,335,971.00

215,917,579.00

88.37%

Project ongoing

National Treasury Special
Global Fund - HIV-AIDS
Grant - KEN-H (NFM4) -
BETA

4,186,572,056.00

4,186,572,056.00

100.00%

Project ongoing

National Treasury
Special Global Fund - TB
Grant - KEN-T (NFM4) -
BETA

593,269,152.00

197,347.205.00

33.26%

Project ongoing

National Treasury
Infrastructure Finance
and Public Private
Partnerships Project
(IFPPP), Credit/Grant
No.: 51570-KE - BETA

43,000,000.00

43,000,000.00

100.00%

Project
Completed

National Treasury
Infrastructure Finance
Public Private
Partnerships-Additional
Financing (IFPPP2-AF),
Credit/Grant No.: 61201-
KE - BETA

689,086,883.00

689,086,883.00

100.00%

Project
Completed

National Treasury support
to Public Financial
Management (PFMR)

150,000,000. 00

26,386,200.00

17.59%

Project ongoing

.| National

Treasury
Regional Integration
Implementation Program

116,553,557)

115,553,557.00

99.14%

Project ongoing

.| National Treasury Public

Debt Management
Support Project

59,000,000.00

34,811,027.00

59.00%

Project ongoing

.| National

Treasury
Capacity  Strengthening

Project

50,000,000.00

6,415,211.00

12.83%

Project ongoing
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13.

National Treasury Green | 22,600,000.00 16,002,597 70.81% Project ongoing
Climate Fund Readiness
Project

| National Treasury Kenya | 8,150,000,000.00 | 8,150,000,000.00 100.00% Project ongoing

Alffordable Housing
Project - BETA

.| National Treasury | 5,900,000,000.00 | 5,006,270,769.00 84.85% Project ongoing

Supporting  Access 10
Finance &  Enterprise
Recovery (SAFER) -
BETA

| Kenya Financing Locally | 2,000,000,000 1,525,157,868.00 | 76.26% Project ongoing

Led Climate  Action
Programme (FLLCoA) -
BETA

.| Operationalization of | 2,717,000,000.00 | 2,717,000,000.00 | 100.00% -Projecl

National Treasury Rural | 650,000,000.00 604,241,997.00 92.96% Project ongoing
Kenya Financial Inclusion
Facility (RK-FINFA) -
BETA

Kenya Mortage Completed
Refinancing ~ Company
(KMRC) - BETA

Future

In the n
Key Re
2027:

Developments and other information

ext five (5) Year period, the National Treasury plans to implement the following Four (4)
sult areas and attendant strategies as stipulated in the Strategic Plan for the period 2023-

1. Stable and sustainable macroeconomic environment

Under t

iii.

his Key Result Area, the National Treasury plans to:

Develop and implement macroeconomic and fiscal policies that support stable
macroeconomic environment and stimulate economic recovery to 5.6 percent growth in
FY 2027/28; boost the ratio of gross national savings to GDP to 13.3 percent in the FY
2027/28; increase the ratio of national investments to 18.6 percent GDP in the FY 2027/28;

Oversee implementation of monetary policy that targets to maintain inflation rate at 5
percent +/-2.5 percent; low and stable lending interest rates; stable and competitive
exchange rates; and strong official foreign exchange reserves;

Establish the Kenya Credit Guarantee Company to administer CGS — This will entail
establishing a functional Credit Guarantee Company to administer Credit Guarantee
Scheme (CGS);

Agricultural and Rural Financial Inclusion (RK- FINFA) — this will enhance access,

efficiency and stability of agricultural and rural finance by smallholder farmers and
agribusiness MSME;
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Vi.

Vil.

Implement the Green Financial Markets programme to enhance access to green finance and
strengthen the enabling environment to attract green finance and investments needed to
transition to a low-carbon, climate resilient and green economy;

The National Treasury has embarked to redesign the taxation instruments to make them
more supportive to economic activity without distorting the market and eroding investment
incentives. This will boost revenue collection and raise tax effort from the current 16.0
percent of GDP in FY 2023/24 to where it was previously, above 20 percent of GDP. This
will be done through the implementation of the National Tax Policy and the Medium-Term
Revenue Strategy for the period FY 2024/25 - 2026/27 that will provide a combination of
tax administration and policy measures to enhance revenue mobilization; and

Operationalize Nairobi International Financial Centre (NIFC) to develop a more
predictable, efficient and globally competitive financial environment

2. Resource mobilization for financing public expenditure

Under this Key Result Area, the National Treasury plans to:

il.
iii.

Vi.
Vil.

viil.
1X.
X.
XI.
XIl.

Xiii.

Broaden the tax base and enhance tax compliance;

Digitization of government payment services;

Mobilization of external and domestic resources;

Diversification of borrowing sources;

Undertake periodical portfolio review, assessment and reporting;

Enhance public debt management efficiency and transparency;

Support contracting authorities in preparation of PPP projects and procurement of
private investors;

Support contracting authorities in the management of PPPs in operation;

Enhance mobilization of resources for the Project Facilitation Fund (PFF);

Establish and sustain relations with investors in PPPs;

Enhance PPP legal and regulatory framework;

Enhance the capacity of County Governments on tax analysis and revenue forecasting;
and

Development of legal framework for County Government tax processes.

3. Policy, legal and institutional frameworks for development planning, budgeting, and
intergovernmental and stakeholder relations

Under this key Result Area, the National Treasury plans to: -

I
ii.
iii.

Enhance uptake of government procurement opportunities by the marginalized groups;
Promote value for money in public procurement;
Enforce compliance on public sector accounting standards and other government

regulations;
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v.

Vi.
Vii.

vii.

X.
XI.
Xil.
Xiil.
XIiV.

Support effective implementation and reporting of reform interventions in the PFM
Reforms Strategy 2023-2028;

Prepare and disseminate guidelines on PFM with County Governments;

Enhance compliance with PFM laws by County Governments;

Enhance compliance of all public sector entities with assets and liabilities policies and
guidelines;

Prepare legislative proposals on sharing of resources between the two levels of
governments and among the counties are in place;

Enhance the capacity of SCs in budgeting, performance contracting, financial
reporting, and monitoring;

Develop Public Investment Policy and Guidelines;

Digitalize and automate the budget process;

Improve efficiency and effectiveness<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>