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I. INTRODUCTION

l. 'fhe Financial Year 2024/25 Supplernentary Estirnates No. III has been

prepared pursuant to Article 223 of the Constitution and Section 44 of the Public

Finance Management Act, CAP 412A. The I;Y 2024125 Supplementary Estimates

No. III, is being undertake n to address the [ollowing:

(i) Approved Additional Expenditures for both GOK and Development

Partners F-unded Projects;

Approved Reallocations;

Compensation to Employecs (Personnel Ilmoluments) and Gratuity;

Adjustrnent of Receipts of Appropriation in Aid (A-l-A); and

Realignr.nent of Budgetary Provisions to Projectcd I-cvels of

( ii)

(iii)

(ir)

(u)

2. Since the approval of the FY 2024125 Supplernentary Estirnates No. II, the

National Treasury has received additional requesting for funding to cater lbr

ernerging prioritics and shortfalls under critical expenditures. Included in thc IrY

Supplementary Estimates No. lll is additional expenditurc to cater for salaries

shortfall, security related interventions, among other emerging priorities.

3. The execution of the FY 2024/25 Budget has faced challenges regarding

resource-raising, and emerging expenditure pressure. -Ihe fiscal performance up to

end of April for FY 2024125 is as follows:
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II, FISCAL PERFORMANCE FOR THE FY 2024125 BUDGET AS AT

EI\D APRIL 2025

(i) Revenue

4. Total revcnue collection for the period ending April 2025 was KSh 2,255.1

billion against a target of KSh 2,508.1 billion recording a shortfall of KSh 253.0

billion. The below target pcrformance in the total revenue was on account of a

shortfall registercd in the collection of ordinary revenue by KSh 195.3 billion and a

shortfalt in Ministerial AIA ol'KSh 57.7 billion.

(ii) Expenditure

5. Total expenditure and Nct lending under the review period an:lount to KSh

3,024.6 billion against a target of KSh 3,187.8 billion, reflecting a shortfall of KSh

163.1 billion. 'l'his underperlormance primarily resulted from lower-than-target

disbursements in Developmcnt llxpenditure and -I'ransfers to County Governments

(shortfalls of KSh 99.6 billion and KSh 79.6 billion respectively). Recurrent

expenditure for National Government amounted to KSh.2,337.1 billion against a

target of KSh.2,,321.0 billion which is above by KSh.l6.l billion. The above target

expenditure in rccurrent category was mainly due to higher than targeted

expenditures on domestic interest payment, and Operation and Maintenance.

r Fiscal Deficit Including Grants

6. Considcring total revenues and expenditures, the overall flscal deficit

including grants (on cash basis) amounted to a deficit of KSh.797.7 billion (4.6

percent of GDP). '[-his was flrranced through Nct lroreign Financing amounting to

(KSh.441.8 billion) and Nct Domestic Financing arnounting to KSh.355.9 billion.
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a Outlook to End June 2025

7. Considering revenuc under-performance as at end April 2025, the oldinary

revenue target has bcen reviewed downrvards. Ordinary revenuc is therelorc

projected at KSh.2,496.2 trillion fronr 2,580.9 billion in Supplernentary Estinlatcs

No. II and AIA is projected at KSh.489.0 billion. The total rcvenue projection

(Ordinary and AIA) as at end June, 2025 amounts to KSh.2,985.2 billion. In this

regard, we have prepared FY 2024125 Supplernentary Estirnates No. III to

accornmodate the changes and align the Budget with the above developments.

III. KEY ASSUMPTIONS IN THE FY 2024125 SUPPLBMENTAII,Y

BSTIMATBS NO. III

8. The following are the assumptions underpinning the l,'Y 2024125

S upplementary Estimates No. III:

(iii)

(iv)

(i)

(ii)

(v)

(v i)

Total revenues are projected downwards frorn the approved budget

from I7.6 to l7.l per cent oICDP;
'l'otal expenditure and nct lending has been revised from the approved

projection at 23.0 percent to 23. I per cent of GDP;

Grants are projected at 0.3 per cent ol GDP;

'l'he overall fiscal deficit level inclusive of grants is projected at 5.7

percent;

Net foreign financing has been projected from 1.6 per cent of GDP to

l.l per cent ofGDP; and

Net dornestic financing is projected at 4.7 per cent of GDI).
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IV. FY 2024125 SUPPLEMENTARY ESTIMATES NO.II

a Overall Expenditures

9. The gross Ministerial ]lxpenditure in the FY 2024125 Supplernentary

Estimatcs No. III has dccreascd by 0.5 per cent liorn the original approved

Ministerial Estimates. I lowevcr, tlrc Recurrent Expcnditure has increascd by 8.3 per

cent while the Development lixpcnditure has dccreased by 19.9 per cent. This is

within the l0 per cent allowable threshold for variation of a Supplementary Budget

as stipulated in the Public Finance Management Act, CPA 412A.

Tablc l: Overall Change in the FY 2024125 Budget Estimates Amount in KSh. Million

10. The overall change in the Budget E,stimates including Consolidated Fund

Scrvices (CFS) from the original approved Budgct is an increase of KSh. 22.4

billion which reflects a 0.6 per ccnt increase. 'l'his is within the provisions olArticle

223 of the Constitution.
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v ADHERENCE OF FISCAL RESPONSIBILITY PRINCIPLES ANT)

FINANCIA L OI}.IE,CTIVES

Adherence lo Fiscal Responsihility Principlesa

ll. 'l'he FY 2024125 Supplementary Estirnates No. Ill has adhcred to the fiscal

responsibility principlcs as set out in the Public I:inancc Management Act, Cap

4I24. These include:

Over the medium ternt, a minimum of thirty percenl of the National Budget

shall be allocaled to Developntenl Expenditure.

12. The National Covcrnment's Ministerial l)eveloprnent Budget Estirnates in

the FY 2024125 Supplementary Estimates No. lll is 25.3 per cent of the total

Ministerial Budget Estimatcs while llecurrent Iludgct l:lstiu'rates is 74.7 per ccnt

This is below the legal threshold of at least 30 percent allocation to the Development

Budget.

13. To address this, the National Treasury will be irlplcrncnting expenditure re-

alignments measures to ensure that over the mcdiurn tcnn, a minimum of thirty

pcrcent ol the National Budgct shall be allocated to Devclopment Expenditure in

compliance with the fiscal responsibility principlcs as ser out in the Public Finance

Management Act, CAP 412A.

The National Government's expenditure on lhe compensation of employees

(including beneJits ond allowances) for public oflicers shall not exceed 3S

percentage of the Nalional Governnrent equiloble share o.f revenue roised

national plus olher revenues generated by the Nalionul Governntent

pursuant to Article 209@) of the Constitulion.

ll.
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14. The Ministerial Expenditure for compensation of employees in the FY

2024/25 Supplementary Estimates No. II is 24.5 per cent of the National

Govemment's equitable share of revenues and other revenues raised. This is within

the 35 per cent threshold required in the PFM regulations.

llt. Over the meclium term, the National Governmenl's borrowings shall be

used onlyfor the purpose of/inancing development expenditure and notfor

r e c ur r e n I exp e n d it u re.

15. The Govemment's Medium to Long Term Borrowing is intended at financing

Dcvelopment projects.'fhis borowing is undertaken in line with the Medium-Term

Dcbt Management Strategy (MTDs) approved by Parliament.

tv. Fiscal risks shall be managed prudently

16. To manage fiscal risks prudently as required, the Government regularly

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

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

as part of the Budget Policy Statemcnt. Potential fiscal risks arising frorn contingent

liabilities, including those from Public Private Partnership projects among others

have been taken into account and a contingency provision made to cushion the

economy from unforeseeable shocks.

A reasonable degree of predictahility with respect lo lhe level of tox rates

anrl ttr bases shall be mainlained, taking into occounl any tax reforms that

moy be matle in lhe fulure,

l7 . Regarding maintenance of a reasonable degree ol predictability with respect

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

relbrms including tax policy review through various studies to inform the Iiinance
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Bill. The objective of the tax policy review is to ensure the development of a

progressive tax system that not only enhances revcnue rnobilization and predictable

tax revenucs, but also promotes invcstrnent and fosters a flexible fiscal space.

Further, implementation of the Mcdiurn-Terrn Revenue Strategy (MTIiS) will

l'urther strengthcn tax revenue mobilization ellbrts to 20.2 percent ol'GDP over thc

medium ternr. In addition, strengthening ol tax adrninistration lor cnhanccd

compliance through scaling up use oftechnology to seal leakages but also to incrcasc

efficiency. In part, this will involve enhancements of i'lax and Integrated Customs

Management System (iCMS) and usagc ol'1'ax lnvoice Managcrnenl System (c-

TrMS).

VI. COMPLIANCE WITH PAS'T POLICY RECOMMENDATIONS

National Asscmbly made financial resolutions which the National 'l'reasury

complied with.

VII. APPROVALS UNDBR ARTICLB 223 OF TIIII CONS'I'ITUTION

19. Since the approval of the FY 2024125 Supplementary Estimates No. II, thc

National Treasury has approved additional expenditures under Article 223 of the

Constitution amounting to KSh.34.0billion. 'l'his comprisc

Ksh.28.5billion under Recument and KSh.S.Sbillion under Development Budget.

out of this amount Ksh.23.2billion has been disbursed. 'lhe details of expcnditure

approved under Article 223 arc as indicatcd in Annex I of this statcment.

20. Due to the adjustrnents in the IrY 2024125 Supplementary listinrates No. III,
some programrnes have excceded l0 perccnt thr.eshold. 'l'he National 'lreasury is

therefore requesting for special approval of the expenditure adjustrnents which are
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beyond the l0 percent threshold in accordance with regulation 40(9) of the Public

Finance Management Regulations, 2015 (See attached.A.nuex II).

HON. FCPAJOIIN MBADI NG'ONGO, EGH
CABIDIET SECRETARY

June 17,2025
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Annex L FY 202412025 Approvals Granted Under Article 223 of the Constitution
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l0l? Shte Eo[se 1r50,000,000 2,750,000,000 l,7tt,t0a,L65

0?l).000 slrtr EoEr. lhiIs 2rs0,000,000 r.750.0@.000 t,788,30{,t65
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Annex l: FY 202412025 A rovals Granted Under Article 23 of the Constitution
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